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GROUP 

Preaent : Mr. Bell 
Mr. Gravee 
Wr. ~ffington 
llr. Odegard 
Yr. Gemble 
),!r. Th<Dpaon 
Mr. 0' Connell 
Wr. Schwarz 
ilr. Gaston 
){r, Sulli TID 
Wr. Heaa · 
Mr. Blough 
Mr. Tlhi te 
lira. Klotz 

FebruarJ 8, 1948. 
10:15 •••• 

H.M. JR: Bell, what have you got? We will start 
with you. 

MR. BELL: I haven't &n¥toing special riibt at the 
moment. I have got a lot of things, such aa financing. 

MR. THOMPSON: The Aipropriations bill is in the 
Bouae . I euppoea you not cad in the pr ess thet i t has 
been kicked around. 

H.M, JR: No, I ju•t aaw the headlines . 

WR. THOMPSCII: Mr. Taber succeeded in knocking a 
million dollars off of Foreign Funds to start off wi th. 
Then they prohibit ed the employment of 14r . Pickene . 
All of these actions are temporary because thef have to 
coaa to a final vote in the House. It is posa1bla there 
may be aoae cbanges this weak. 

H.M. JR: inat are you ' going to do about Pickena? 

1 
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GROUP 

February 8, 1943. 
10:15 a.m . 

Present: Mr. Bell 
Mr. Graves 
Mr. &.tffin~ton 
Mr . Ode gar 
l.lr. Gamble 
Mr. TbaDpson 
llr. O'Connell 
}Cr. Sch11'arZ 
J.lr. Gaston 
lir . Sullivan 
lir . Haas 
llr . Blough 
Mr. Yfhite 
Mrs. Klotz 

H.II , JR: Bell, what have you got? We will start 
with you. 

YR. BELL: I haven't anytning special right at the 
maDent. I have got a lot of t binge, such as financing . 

MR. THOMPSON: The Appropri ations bill is in the 
Houee. I suppose you noticed in the press that it baa 
been kicked around. 

H.Y. JR: No, I just saw the headlines . 

MR. THOMPSOO: Mr. Taber succeeded in knocking a 
million dollar s off of Foreign Funds to start off with. 
Then they prohibited the employment of llr. Pickens . 
All of these actions are temporary because they have to 
caDe to a final vote in the House. It is possible t here 
may be sane changes this week. 

H.M.JR: inat are you going to do about Pickens? 
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MR. 'lllCio!POON: Harold Grana bae con red that 
pretty well . Ludlow made a very earnest appeal to 
avoid the actions taken, but the House seemed to be 
in a mood last Friday ~o go wild. I have a feellng that 
they will straighten out moat of it . 

MR. BELL: I thou~t maybe when Dies got his exten­
sion through and his aaditional appropriation, be would 
stop. I understand they did extend hie time . 

H.Y . JR: ~bo baa got that in band? 

MR. GRAVES: I have, ie have done everything that 
we could to influence some votes on tbia Pickens matter. 
Our people fran North Carolina, and South Carolina, and 
Kentucky, and Kiaaouri have been in touch with their 
members, and we have done some other things that we 
think may change this vote . It will be a record vote, 
and I believe a lot of people will wake. up and--

H.M.JR: Have they got anything on Pickens? 

MR. GRAVES : No . 

H.M.JR: Jus t that he is a Negro? 

2 

UR. GRAVES: Well, Pickens baa a record of member­
ship in certain organizati ons that, by sane people, are 
regarded as subversive - the Dies Committee has t hat 
record. iben Mr. Irey's people made the character in­
vestigation of Pickens they got tha t reoord, and also a 
report that has been made on Pickens by the FBI . Their 
report of investigation referred, of course, to the 
Dies record, and their conclusion was that there was 
nothing that connected Pickens with any · subversive organi­
zation . Tbey gave a favorable report on Pickens. That 
was a year ago last October. As Norman bas said, this 
thing is to cane up separately on the f loor either today 
or tanorrow . I was wondering whether you woula care to 
phone the Speaker about it. That i s one further thing. 

H .M. JR: I will be glad to write a letter. If some­
body will write a .l.etter for JJ?e, I wi U sign it . 
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MR. GRAVES: A!! right. 

H.K. JR: I wi ll be glad to write a latter . It makee 
a recor~ of it, anyway. 

MR. GRAVES: We have already made a record. I went 
do~n and sa~ Congr essman Ludlow aa soon .r-I heard of 
tbia. Ludlow is in charge of our bi!! . He asked for a 
l etter . 

H.M.JR: Don ' t you think a letter to the Speaker 
would be more effective? 

MR. GRAVES: I am inclined to think it would be 
more eff ective if you phoned him. 

H.M.JR: When does it come up? 

MR. GRAVES: Ei t her today or tomorrow. 

MR. WHITE: There is so much public interest in that. 

MR. GASTON: These fellows up t here are going to 
burn their fingers very badly. They couldn't have picked 
a better case on which to burn thei r fingers than the 
Pickens case, but I think it ia moat important that our 
record of atandinglDJally by this fellow should be 
perfectly claer. 

MR. WRITE: There ia eo much 
in that eaaa that I think letters 
in addition t o any conversation. 

growing public interest 
would be more in order, 

H.M.JR: Did anybody talk with the congressional 
delegation from New York and Chicago? 

MR. GRAVES: ram not sure . I talked with Colonel 
Patterson about it and he said he would. 

H.M.JR: Who is the leader of t he New York delega­
tion? 

3 
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lo!R. SULLIVAN: LJ11ch ia the man on Way a and l&eana. 

ll.lo!.JR: I don ' t mean that . I mean the thirty-odd 
from Greater New York . 

4 

lo!R. SULLIVAN : ~bet they are up against, Mr . Secretary, 
is they can't keep the Democratic votes in tow~ . 

H.lo! . JR: No, but in a case like this, if you want 
to do i t politically, you aee - I mean, why not get in 
touch with Mayor Kelly, Chicago, see - and tell him to 
talk to the boys and then give- I don 't know who ia 
the head of the--

lffi. SULLIVAN: Sabath, I think, is the head of the 
Illinois delegation. 

H.M. JR: Well, Sabath--

MR. SULLIVAN: Do you want to talk with Sabath? 

H.lo!.JR: I would like you to . The man who used to 
be the head o! the New York delegation--

MR. SULLIVAN: Do you want me to ta lk to him, too? 

H.M.JR: If he will say yes, there are thirty or 
f orty votes in New York, and there must be fifteen or 
twenty in Chicago • 

MR. SULLIVAN: What they have been up against, they 
haven't been able to get t he Democrats here, even on 
Monday. 

H.M.JR: But I would t ry it . I f you succeed t here, 
you might go to some of the other cities wi th a l arge 
Negro population, like Detroit . 

I&R. SlJLLIVAN: Right . 

· H.W. JR: Frank Wurphy could tell you who to tal k to 
in Detroit . 
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MR. BELL: They made a mistake bringing this bill 
up on Thursday when al l the Democrats went hoMe over the 
week end, I think Ludlow admits it, now. 

H.M.JR: What elae? 

MR. THOMPSON : In introducing the bill, Mr. Ludlow 
advised the memberahip of the House to read your teati­
~ony . He said you were a very intereating witness. 
He thought it was rather enlightening to read the first 
fifty pages of the hearing. 

HJl . JR: 
tive story? 

They said they would rather r ead a detec­
(Laughter) 

MR. THOMPSON: I thought it was very nice for him 
to do that because it certainly was worth being read. 

H.M.JR: Bell told me last night that they are short 
a million dollars on Foreign Funda . · 

MR. THOYPSON : Yes . Mr . Taber introduced an amend­
ment Which cut that a million dollar s. You will have to 
go to the Senate for that if i t sticks in the final vote . 

MR. BELL: Somebody raised the queation,~hen they 
wer e discussing the bill, as to whether tnere wasn ' t an 
overlapfing of functions in Foreifn Funds, and Leo 
Crowley s organiz.ation. They wen back and had another 
hearing wi th Pehle and Crowley, together, and that af ter­
noon when the bill ccae Up on the floor, there was an 
amendment offered by Taber, and not by the committ ee. 

5 

Paul, through John Shea, has bean talking to some 
of the people, and be t alked to McCormack. McCormack 
told him the trouble was they did not have the Democrat s 
available at the time the vote was taken . That is i n 
the Committee of the Whole . They hope tomorrow, when the 
bill comes out of the committee, t hat they will have 
votes enough to reverse that action of the Committee of 
the ~bole . It may be necessary, either today or tomorrow, 
to call McCormack. We will know today. 
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IIR. SULLIVAN: I think I should notifyllcCormack 
that I am seeing those fe!!owe . 

MR. GRAVES: Mr . Houghte!ing by the way, 
talked with McCormack about thia Pickens case, 
McCormack is all right. . 

H.M.JR: I will be seeing you (Bell). 

Harold? 

~. GRAVES: I have nothing. 

H.M.JR: Harry? 

baa 
and 

MR. WHITE: There are a number of things that we 
put down on paper . You can select whichever one of them 
you want to pursue . 

H.M.JR: You fe!!owa now realize why I told you t o 
let the State Department take the !ead on that foreign 
exchange. · 

MR. '1\HITE: We found out in time. 

H.M.JR: \\as the o!d man smart? (Laughter) I mean, 
I didn't want you to go pushing ahead. 

loiR. BELL: Vie went a!ow!y. 

H.ll.JR: Didn't I tell you to !et them lead and 
you follow? Isn't that what I said? 

MR. BELL: You said, "Go slowly, " as I remember, and 
we did. 

H.M.JR: Did you "suspicion" anything? 

MR. BELL: I did Monday or TUeeday. Something came 
to my attention that gave me an inkling. 

6 
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H .~.JR: It would have been.nice if tou had called 
a conference on foreign exchange in North Africa . I 
didn't want you boys going out on the end of a limb. I 
ta!ked to the President !aat night. He started in 
and he says, "I can't figure one and a thi rd - it ie 
just too difficult.• He sa7s, "I can figure two cents 
to the franc . I just thought I would change it, that 
I would show you fellows how to do it.• And tben--

KR. BELL: I wasn't quick enough on the trigger 
or I 11ould have said that it would han bean much euler 
to make it a hundred. (Laughter) 

H.W:.JR: I said, "You had to gin th1111 aCIIIething, 
and this was the easiest thing to give tha~~.• 

He said, "That was part of it . I like 
It f igures out nicely with the pound, too , • 
bad it very much on hie mind, you see. 

two cents. 
So he 

MR. 'MUTE: What I am afraid ia that that was exactly 
the basis of his choice. (Laughter) 

H.M.JR: You mean· the pound? 

MR. WHITE: No, that it was easier for him to figure. 
I can't find any other good reason. (Laughter) 

H.W:.JR: That ie whf we made gold thirty-five 
doilare an ounce, too. (Laughter) 

KR. GASTON: Harry aays , it was a good reason. 
(Laughter) 

H.M. JR: I just figured that he most likely wanted 
to give them something. He said that DeGaulle wanted 
forty- three and a half . 

WR. \ti ITE: They had already agreed here to make it -
the Free French here had indicated they would accept 
sixty and would bargain for sixty-five, 

7 
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H.M.JR: I am sure that be wanted to let J OU know, 
and let me know--

MR. BELL: I took quite a kidding at the C&binet. 

H.W.JR: Bernstein was very much upset about it. 
I can't get upset about it . 

At the conference they had to give something. I 
suppose that was the easiest thing. 

MR. BELL: That was the rate that was mentioned 
before November 8. 

. H.M.JR: It will teke more than that to get me 
excited. · (Laught er) 

Schwan? 

l!R. SCH\!o.ARZ: I have a few additional things here 
I think fOU might want to see, that I saved, including 
a good p1ece on taxes b7 •corporal Paul . " 

(Clippings handed to the Secretary by Ur . Schwer& . ) 

H.U.JR: Tnere wil! be no press conference thie 
afternoon. I don't want to be asked a thousand ques­
tions . I am not ready. 

MR. SCH\\ARZ : I had a Hat of some things . 

8 

Regraded Unclassified



- 9 -

H.W.JH: George! • 
lUt. HAAS: I haTe nothing, ezcept I haTe a couple 

of memoranda dealing with financing which I will han 
fini shed by noon. 

H.W.JR: When you are ready, I will get them. 

PeterY 

WR. ODEGARD: I haTe nothing urgent . 

H.IA.JR: Joe? 

liR. 0' CONNELL: I think nothing, !.lr. Secretary. 

H.W.JH: Joe , find out what baa happened to the 
Hamilton Fish oase, will you? 

wt. SULLIVAN : I can tell you, air. At least I can 
tell you up to ten days ago. W'e got some confidential 
information through t he $tate Department , conversations 
with Trujillo and--

H.IA.JR: ire you handling this? Ia it under you? 

Wk. SULLIVAN: It baa been . 

H.W.JR: Then you (O'Connell) forget it . 

WR. SUWVAN: It didn' t look too good. 

H.K. JR: For who? 

9 

YR. SULLIVAN: For us, and we sent it over - that is, 
on the possibility of proving anything - and we sent it 
over to Justice, and then about two weeks ago Sam Clark 
called me and wanted to know if he could have that infor­
metion. I called Larry Duggan, and he said, "Certainly, " 
so I sent it over to Sam Clark. They were getting ready 
to make a decision on it . 
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H.K.JR: Supposing you find out and give me a little 
memorandum on it the next da7 or two, will 7ou? 

MR. SULLIVAN: I will , air. 

H.K.JR: I would like to know what they find out 
about Trujillo. 

IIR. SULLIVAN: I will get baolc the Duggan memorandum 
and give it to you. 

H.K.JR: I was in a nice place to be in. They claim 
that Kadaa Batista is the third wealthiest woman in America 
now. Moat of the money - there are estimates it is around 
fourteen million dollars . I mean, they have got - every­
thing work• ver,r nioel7 there. They have gasoline and tires . 
Everybody in the Government - I only had one formal day 
there. Friday I called on the Minister of Finance and then 
had lunch with the ambassador. I mean, nobody knows there 
is any war there . At lunch they had cocktails, a white wine 
and red wine, and champagne. (Laughter) All they seem to 
do there is just have luncheons, afternoon re~epticna , and 
tea parties, and dinners . But it is a good place for a rest . 
The Ylniater of Foreign Affaire sat next to me, and sort 
of whispered to me , "~hat do fOU think about the Central 
Bank? Should it be in the banda of the Government ?" I 
gan hila quite a talk on it. What ' a-his-name told me 
that the aaba•sador waa criticized up here for saying it 
shouldn't, b~t that he waa really holding back:, His reason 
ia that the vonl'lllllllnt is so dishonest the thing would go 
sour and then the United States Government would get blamed. 

MR. WHITE: That is the position he ha• been taking. 
That ia the position every South American countr,r takes 
when the Central Bank comes up. 

H.K. JR: I t alked to Batista about it . The7 said 
they are going to take it qp now. 

I don't know how crooked - if you listen to them down 
there the crookedness is just unbelievable . 
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KR. WHITE: Ther have to suffer from their own sine 
and pull their own weight out . Our own record and 
England's record of crooked politics is extremely bad 
in the first half of the nineteenth century; their own 
record hasn ' t been any too good in spots . 

,. H.M. JR: I told t his foreign minister - I said, 
After all, it• is up to the people; i f they want an 

honest government, they can get it." 

How far did I get? Ted? 

Mk. G~LE: I have nothing, Ur. Secret~ry. 

H.K.JR: Who is the president of Paramount? Did 
we have anr contact with them? 

MR. V.l!ITE: He was one of t he group that c~e i_n. 
I haven't had any contact with them since, but ~chenck has 
called up a couple of times to keep informed of their 
activities, speaking for the group. I can find out for 
you and let you know. 

H.M. JR: Find out whether he was here. 

MR. ~HITE : Whether he ~as here with those four 
persons? 

Uh. G~LE: Balaban was here. 

H.M. JR: Yes, of Chicago. Was he president of 
Paramount? 

MU. GAMBLE: Yes . 

H.M.JR: Anrwar, I have a little chore I want t o 
do f or my friend Ernest Hemingway. I want to find out 
what has happened to that picture . 

MR. ~BITE : There was a note about it that t he State 
Department is holding it up . 

H.M. Jk: He doesn't know. I volunteered to find 
out fo•· him. I saw t he stills. Gosh, what a picture! 
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MR. ODEGA1ID: "For Whom The Bell Tolls"'? 

H.M.JR: Yes . Gacy Cooper and this girl- ­

MR. SC!i\IIAJlZ : Ingrid Bergman, 

H. !A.JR: It is marve~ous. It is in technicolor. 

12 

I see you sent, according to the radio t his morning, 
the Director of the Budget up to testify t his morning. 

MR. BLOUGH: That is a mistake. It is an~ther com­
mittee he is going before. 

H.M. JR: To show you my new philosophy, I didn't 
call anybody up on the phone to give them hell or find 
out - (Laughter ) I wrote a memo on it. 

MR. BLOUGH: I am informed it was another co~~ittee 
he was asked to testify before, not the Ways and Means . 

!i.J4.Jlt: It pays not to get excited. lLaughter) 

MR. BLOUGH: I don't know how much you know or want 
to know about what is going on. 

B.K. JR: Any time , 

WR. BLOUGH: Nothing pressing at the moment, I think. 

H.la!.JR: Wonderful. 'fie will get around one after 
another. 

UR. BUFFINGTON : I have nothing. 

H.M.JR: Has this fellow made his tour of the country, 
Harold Thomas? 

MR. BELL: Harold Thomas is in New York now wri ting 
his report. He ought· to be here tomorrow. 

H.M. JR: It isn't waiting on me? 
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MR. BEI.L: No. 

MR. ~ULLIVAN: We are not getting in the income tax 
returns we should. 

H.M. JR: I read your test imony in the Times . 

Mk. SULLIVAN : They are about half of what they were 
last year on February 1. We got a resolution through 
Ways and Means and Senate Finance that we think would help , 
but it has got to be driven home . Next week, Uonday night, 
we have a broadcast on a hundred and tweot1- one stations . 
We wanted to submit to you the idea of hav1ng you and ~r . 
Doughton and Senator George on that program. 

H.M.JR: Good. 

MR. SULJ.IV AN: I talked with Herb last Thursday about 
seeing Mr. U~ughton and Senator George to see if they wanted 
to part icipate, and we decided we should wait to see if 
you were going to be available to do it . If you were, I 
woul d then talk with them. So, wit h your approval I will 
speak to them this morning. 

H.M. JR: Sure , Who will write the stuff? 

MR. SULLIVAN: I have a draft on my desk. WAger, 
Crupton , and l:iol'll! have been T<orking on it. I haven' t 
seen it, but I have a draft·. I think it is a pretty good 
program. 

H.M.JR: I think if the three of us go on it would 
be fine . 

MR. SULLIVAN: I think ao . I think you might want 
to o onsider the idea of having the President also m&ke some 
sort of a statement. 

H.M. JR: Well , no, I wouldn' t bother. 

MR. SCHV.ARZ : Last week end Jl<r . George and .. r . Doughton 
posed for the newsreels on that subject, of which there will 
be a lot of circulation. 
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H.M. JR: Joe, I asked Paul to get me a copy of the 
speech that Ruml made down at the University of Charlottes­
ville . 

MR. GASTON : Univerei ty of Virginia. 

H.M.JR: Yes . He made a speech on his multiple plan 
of getting ~rosperity back. !-Rever got it. He had thi a 
t>lan, certun multiplications,- and out of that - he did 
lt in the office here - you get prosperity . Do you remember? 

loiR. llLOUr.H: I remember . 

H.Y.JR: I told Paul - I wonder if we couldn' t get 
it . He said that he made a speech on the subject down 
at Charlottesville, and he was going to get me a copy. 
I hope that t hey will circulate that amongst the committee 
and ask him to testify ·on tha t as well as the other . 

Do you know what I am talking about, Harry? 

MR. WHITE: No, sir . 

MR . BELL : You remember the "Peaks and Valleys 
Canmi ttee." 

MR. r~ITE : I thought this was something he did 
recently. 

H.M. JR: No, two or three years ago. Be had these 
numbers. 

~R. ~~ITE: I remember his views on the subject 
very defini tely. 

MR. PLOliGH : He bad a chert - two aides . 

MR. 1\li!TE: I don ' t think that would be a too-fruitful 
exploration, because with sufficient modification, what ­
ever he said could be sus t ained; maybe not the way he 
said it, but he can use qualitative terms by which his 
position, I think, is unesasilable . 

J 
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It .1!. JR: Let's get the speech. Yle 'II ill have a moot 
court here, and let you be Ruml. (Laughter) 

MR. WHITE : I will go out and get a few drinks. 
(Laughter) · 

H.M. JR: They told me he came down there to Varadero 
alone Friday or Saturday, just for a week end, and he sat 
do'lln there, with nobody there, particularly, with a full 
quart of Scotch, and in the afternoon it had just dis­
appeared. (Laughter) 

MR. WHITE: He is that good. 

~. SULLIVAN: Did he leave under his own power? 

H.V.JR: They said it didn't seem to have~ effect 
on him . He was there two days . 

MR . 'M!ITE : I have seen him drink a ha!f a 9uart of 
Scotch in an hour and a ha!f without any too obv1ous 
effects. He gets a litt! a more loquacious. (Laughter) 

MR. hAAS: But no forgiveness? (Laughter) 

MR. BELL: All forgiveness. (Laughter) 

UR. SULLIVAN: Mr. Secretary, on this broadcast they 
first offered Ull, Tuesday night at ten- thirty, and lo!onda)' 
night fran six-fifteen to six- thirty. Monday would have 
a hundred and twenty-one stations from coast to coast. 

H.M .JR: ~hat time? 

MR. St~LIVAN : Six-fifteen to six-thirty. 

MR. GASTON : That is a good time. 

H.M.JR: It wouldn 't be so good out on tbe ~est Co«st . 

VR. SULLIVAN : Here is where the income taxes are. 

H .~ . JR: That is 'llhen most of the people wi ll be 
home, isn ' t it? 
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MR. SULLIVAN: Six-fifteen to six- thirty. 

H.M.JR: I think that is the best time . 

Lffi. SULLIVAN : At ten-thirty most of the people who 
are working are in bed, anyway. 

H. J.l. JR: Which night? 

MR. SULLIVAN: llonday. 

H. J.I. JR: Good . Vie could do it right in here . 

MR. SULLIVAN: That will be fine . 

MR. GASTON: The House Appropriations ~ommittee on 
t heir own motion eliminated money for the seven Comptrollers 
of Customs - that old fight , you know. They said that 
the Treasury Department testified that the officers were 
unnecessary. As a matter of fact , there· was nothing in 
this year's hearings at all, but they were going back 
t o old hearings . We will probably have that old fight on 
our hands in the Senate, but I think it is a good idea. 

Mk. SULLIVAN : Take that job away from New Hampshire 
and you lose the job. (Laughter) 

MR. GASTON: We just appointed John Curley, 1ou know, 
up in Boston. 

MR. SULLIVAN: After we had i t seventy-eight 1ears . 

H .~.JR: We will get you a new one . \Laughter} 

MR. SULLIVAN : I have been for abolishing these all 
along. 

H.LI .JR: New Hampshire from now on alwa1s has to have 
an Assistant Secretary of the Treasury. (Laughter} 

MR. SULLIVAN: That is O.K. I have some friends who 
wi ll be glad to spell me. lLaughter} 
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MR. SULLIVAN: Six-fifteen to six-thirty. 

H.M.JR: I think that ia the be'st time . 

MR. SULLIVAN : At ten-thirty most of the people who 
are working are in bed, anyway. 

li.lai.JR: Which night? 

MR. SULLIVAN : J.!onday. 

H.M.JR: Good. Yie could do it right in here . 

MR. SULLIVAN : That will be fine . 
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MR. GASTON : The House Appropriations ~ommittee on 
their own motion eliminated money for the seven Comptrollers 
of Oustoma - that old fight, you know. They said that 
the Treasury Department testified that t he officers were 
unnecessary. As a matter of fact , there· was nothing in 
this year's hearings at all, but they were going back 
t o old hearings. We will probably have that old fight on 
our banda in the Senate, but I think it is a good idea, 

Yh. SULLIVAN : Take that job away from New Hampshire 
and you lose the job. (Laughter) 

MR. GASTON: We just appointed John Curley, you know, 
up in Boston. ' 

MR. SULLIVAN: After we had i t seventy-eight years. 

H.M. JR: We will get you a new one . \Laughter) 

MR. SULLIVAN: I have been for abolishing these all 
along. 

H.M.JR: New Rampshire from now on always has to have 
an Assistant Secretary of the Treasury. (Laughter) 

MR. SULLIVAN: That is O. K. I have some friends who 
will be glad to spell me. lLaughter) 

I 
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MR. GASTON: The President spoke to Dan on Friday. 
He wants Truman Cash to be collector for Internal Revenue 
at Baltimbre . That is that old situation . Magruder is 
the collector. It has come up to the point--

H.M.JR: Has he stolen much? tLaughter} 

J.!lt GASTON : Magruder\' 

H.M.JR: No, the man that the President wents. 

WR. GASTON: No, I don't think so. He managed 
Radcliffe's campaign in 1940 . It al l goes back to t his--

H.M.JR: Is he very crooked? 

KR. GASTON: It is a case of havin& to get Magruder 
out . Sumner Welles and others have come to his defense. 

H.M.JR: What is the metter with Cash? 

MR. SULLIVAN : That is a good name for a collector. 
(Laughter) 

H. J.I .Jk: Is he all right? 

MR. GASTON: We haven't investigated. 

H.U. JR: I would investigate him. If it is all 
right I would go through with it i f that is what the 
President wented. 

MR. BELL: Senator Radcliffe had recommended it. 
He would like to do it . 

MR. GASTON : 

H.M. JR: No. 
honest, why not? 
responsibility. 

After all, it is right in their lap. 

What the heck - if he is perfectly 
If the President wents him, it is his 

MR. BELL: This is the t hird time, I think, that 
this has happened, isn't it, Herbert? 

Regraded Unclassified



18 

- 16 -

J.IR . GA::iTON: Yes . 

MR. BELL: I think on two previous occasions- ­

H.M.JR: If I were the Presiden~ I would sar t hree 
times is twice too often. 

MR. BELL: I think on two previous occasions Sumner 
Welles went to the President and got him to change his 
mind and keep Magruder , 

J.!R. GASTON: That is right. 

MR. BELL: So you may have the same thing happen 
this time . 

H. l.I.JR: Listen! \~hen we put l!agruder in Marvin 
Lfcintrre said, "Henry, in the whole time I have been in 
the ~hite House that is t he worst appointment f rom the 
standpoint of ethics and the best appointment from the· 
standpoint of politics that we have ever made . " \Laughter) 
That is what he said to me . I fought Magruder's appoint­
ment tooth and nail. 

MR. GASTON: He has had about nine years now on the 
job. 

H.K. JR: Whoever does it, have him investigated, If 
he is all right and the President wants him, it is--

Wh. GASTON: I think I will tell Marvin Kclntrre just 
so he knows what is going on. 

I have a memorandum of various points on the general 
front that I don' t think you want to hear now. I will 
leave it with you i f you want it, or take it up with rou 
later. 

H.M.JR: What I do with people who have memorand•­
they are going to have to see me personallr, then we go 
over t hem together. 

MR. GASTON: This is on the general public relations 
front . 
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H.M.JR: All right , I am not going to take any 
memoranda home . If you want aomething, bring it in and 
I w~ll read it with you. 

All right. I want t o thank everybody for carrying 
on while I was gone. You made it possible for me to get 
my health back. 
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lb:corp t froa et..teMnt ll8de lJT bpr ..... t..tift Llld.low 1D diacuaa1D& 
the Tre&I\IIY aA4 Poet Ot!ice Depe.rtloent .lppropr1&t1on Bill. (Pap 510 
of the Oonsreaaiooal &.cord tor Fobru&J7 3, 1943) 

lllRGDI'l'!U.O All IITERESTIIIO lil'l'IIESS 

"On• of the 110st l.Dteraatinc witDoaoee before o..r llllbo.-itteo 

waa tho Soorotuy of the Treasury, llr. •orp~~thau. Be oocupiecl tbo 

ataAd tor a &ood b&l.t ~. To thoao who onJor •torte1n1n& re&dl.Dc 

I would ca.add ponl8al ot b1& teatiliOQT, pac•• 1 to 49 ot tha 

bearinp. He P'" WI a brood view ot t11e bt.nldn& 11tuatiOD, 'lbich 

he pronounced 'Aa aOUDd, or 80re aOWld than at &QT t!Jie since 19JJ' 

and or tho bwlinoes ot tbe country, owr b&l.t ot 'lbich, be ventured 

to oq, ia now devoted direc~ to tho war effort. He told us ot 

hie pl.an.t to finance tho nr and to expand tho roven\18 eervioo to 

provide for the processing or s,soo,ooo additional income-tax 

returno, duo to lowered oxo•ptian featuru of tho new legislAtion . 

He oaw no dancer of runswq inflation at present, but said that 1e 

aOMtbill& that b<la to be watched 'eTery •1D&lo ainuto•. •Thoro aro 

loti of wqa or -tillg inflation, 1 he aald, 1but I do not mow or 

&QT 100ra ortective wq ot M6till£ it tban through taxatiOD. ll'e ha,.. 

not .., ... bo£1m to approech tbo tax burden in Canada . • • 
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Bxcero>t troa steteiD8nt -.de bJ ltepru..,tet1n Ludloor 1n c!iacuaainc 

tbe Treasury and Poet Office Depertaent .t.ppropr1at1CG BW. (Pap S?O 

of the Congressional Beoord for Febnl&l')' .3 1 1943) 

ll»llll!!I'!IIAU AI IMtEiitSfiJG III!IESS 

•One of the 110at 1nttr .. t1ng wi toaaaoa "-fore 0111' aub~t.tee 

waa the Socret&Jy of the Treasury 1 lr. l or pnth&u. Be oocuplAcl the 

a tend tor a good bal1' dq. To thoee who tnJOJ •terta1ninc read1ng 

I would oouen4 peruaal of bb ttstlaony, peges l to 49 of the 

bearinsa. He pn ua e broad viow ot t he b&nldng a1tu&t.1CG1 wbiob 

be pronounced 1Ae sound, or .. ..., sound than at any tlae since 19.33 ' 

nnd of the buaineae of the country, over bal1' ot wbiob, be nntured 

to sq, is noor devoted direotl,y to the war effort.. Be told ua ot 

his plnna to finance tho war end to exptmd the revenue eervioe to 

provide for the procere1ns ot 8 , SOO,OOO adclitiCilal 1ncOM-tax 

rcturne, due to lowered exemption fea tures or the new legislation. 

He eaw no danger of runewq inflation at present, but 1t1d that 1a 

• 
soaetb1ng tbat. baa to be watchad '•••IY el.n&l- a1nute 1 • 11htre are 

loti of WafS or llllleting inflation, 1 he said, 'bu.t I do not know of 

o.ny ..... e.t'!ecti'fO Waf of aeoting it. t.han through taxat1CG. lit ba•e 

not &Yen begun to approach the tax burden 1n Calwla. 1 • 
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February 8, 1943. 

TOo THI SBCRJTARY 

FRCIIo llr. 8v.ll.1 van 

Th1a ..,rnills I ... Senator Oeorp and coacree-n 
Dolll!hton, and the, bot.h 101n1 lwppy to ac~pt the 1Jrrltation 
to apeak with JOU on the radio Febi"Ul7 15th or 16th. 

Senator Qeorge apreaaed thAI bope that the broadcaet 
could be held trOll yov:r ottice. 

The Colwabl.a Broldeaeting S)'lltea, -.b!.cb ia mald.ng ita 
Mrvicea aTailable to ua, ldTieed • thie •mine that a 
d1ttl.eu1t;r had arisen about the February 15th date at 6o15. 
The;r are world.nc on 1 t toda;y and will tell • to1110rrow 
wtwther thia date can be u.d.e ....Uab1e again. Congreaiii>UUl 
Dou&hton waa agreeable with eitbar date, but Senator O.Orge 
aaid be thought that the Februacy 16th date at 10oJO P.l!. 
waa preferable beo&Uae ot reaching an audience on tJ>e w.at 
Cout. 
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Speaker 
Rayburn: 

HMJr: 

R: 

HMJr: 

R: 

Hl!Jr: 

R: 

HMJr: 

R: 

ID!Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

RMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

Yea. 

Sam. 

Yee. 

Henry talking. 

February 8 , 19~3 
11:~7 a.m. 

Yea, H'"!ry. How are you feeling' 

I ' m- I'm all right, thank you. 

Well, that's good. 

Just got back today. 

Well, I'm mighty glad you're back. 

Sam, about this negr o, William Pickens 

Yea. 
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a Treasury employee that's been struck ott 
the books, ao to apeak. 

Yea. 
) 

It aeema t o me that that's a kind or a stupid 
thing to do. 

Well, we're in here talking about things like that 
nov , and 

Yeah . 

...• Mr. Chairman Cannon a nd Mr. McCormack and 
Mr. Woodrum 

And ...• 

.... and seeing it we can tix some k1nd or a 
policy about theae things. These tellowa - a 
lot ot them- have pretty bad recorda ...• 

Well .... 

•... and, unless we can do someth1nf, and the 
departments do something, why , they re going to 
strike them every ohe out, just as we come to 
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HMJr: 
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HKJr: 
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R: 
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them in the billa. There'a no question about 
that. Clift Woodrum'• e1tt1ng here. He' a 
br1ng1ng 1n a bill. There're eeven or these 
oases in it in which the Diee Committee' e got a 
big folder on •••• 

Yeah • 

•••. and some or them might be all right .••• 

Yeah. 

•.•. and some or them might be pretty bad. 

Well, I don't think there'e anything the matter 
with this fellow, Piokene, ae tar a s I know. 

I eae. I see. 

And I just wanted to tell you that- that •.•• 

Yeah. 

. ..• that it seems to me that it's just straight 
diaor1mlnation- the tact that he's a negr o. 

Yeah. Well, that isn't the case though, Henry. 

Not 

No , it'e just these tellowe- they develooed 
eoaethlng on them •••. 

Yeah • 

• • • • and then they go to another department a nd 
get a Job. 

Yeah. 

And 1t1 a- it's goin~ against the grain u~ here 
pretty s trongly. We re going to t r y - we re j ust 
t alking about i t now. We ' re going to see What 
we can do about it ae •••• 

II' ell •.•• 

...• as a general thing - then fix a r orum or some­
thing tor these fellow• to be heard 1n or something 
or the kind, I don't know What. 
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Well, I ...• 

'l'b.ia tellov will go out on the r oll call., it 
they have one, in ~ opi nion. 

Yeah. Well, I wanted t o put in my two bite. 

Yeah, all right, Henry. 

Tbank you. 

Tbanke. 
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HlfJr1 

Harold 
ThOll& I I 

HMJr: 

T: 

HXJr: 

T: 

HMJr: 

T: 

T: 

HMJr: 

T: 

HlfJr: 

T: 

RMJr: 

T: 

IIMJr: 

T: 

IIMJr: 

T1 

11MJr1 

T: 

IIMJr: 

Hello. 

Oood aol!ni ng, air. 

rebra&I'J II , 194) 
11152 a. a. 

Hello , Kr. Tboaaa. Row are 7out 

Pretty good. How are 7out 

I'm muob better . 

Are yout 

Yea, I u . 

Had a good bolidayt 

I bad a good reat. 

Well , that'• tine. I'm delighted to bear it. 

Yeah. 
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Would 1t be poee1ble tor you to aee ua Wedneaday 
or 'l'lluradayt 

I think by Tburad&y I'd be all right. 

87 Tburadayt 

Yeah. 

Do JOU want t o aet the t1.met 

Yea, eleTen o'clock Tburaday. 
• 

lle•en o ' clock TburadaJ morning. 

IUgbt. 

Ni ce to bea·r trca you, and I 111 be down. 

Nov who i e •ua• t 

Well, ae and my triende. There'• Henry Stevana ••• • 

Yll. 
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••.• and Harry Wood. 

Yeah. llho is 8te•enet I don't know vho these 
people •••• 

Stevena with J. Walter Thompeon Oompany. 

Yeah. 
Vioe president ot J . Walter Thompeon, and Wood ie 
the vice president ot the J ohn Hancock Lite 
Insurance. 

Oh, yea. Are you going to ha•e some definite recom­
mendations! 

I think we'll ha•e something t or you. 

Good enough. I' ll look f orward t o i t. 

All right, tine. We' ll eee you ThursdaY morning at 
ele•en. 

Right. 

Righto. 
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February 8 , 1943 . 

WIYORANDUl& 

TO: Secretary Morgenthau 
FROM: Mr. Gaston 

After discussing with Roy Blough and Stanle~ 
Surrey, and later with you over the telephone , the 
Harold Smlth interview on pay-as-you-go that appeared 
in the afternoon papers today, and the violent storm 
that it had created in the Ways and Means Committee, 
at your suggestion I endeavored to get ' in touch wi th 
Elmer Davis. After finding that he was out of town I 
talked to Gardner Cowles , Jr., who is his assistant in 
charge of domestic information. I told Cowles about 

28 

the story and the effect it created on Chairman Daughton 
and other members of the Ways and Means Commlttee. I 
repeated Daughton' s statement to Roy Blough that if 
peopl e at this end of the Avenue were going to sound off 
in this w~ while the Committee was attempting to deal 
with the Treasury on tax matters, the Committee would 
be inclined to tell the Treasury representatives to get 
out and that the Committee would write the tax bill 
without any representation from the Administration at all. 

Cowles asked me if we were sure that Smith had not 
done this on the President's orders. I told him I thought 
i t very unlikely that the President had given Smith any 
such direction and that Smith had not indicated this in 
explaining to us his reasons for giving the interview. 
Cowles then said that he agreed with our point of view and 
he could see the trouble it would cause us; that he would 
talk to Elmer Davis about it and that he thought Elmer 
Davis would want to talk to Harold Smith. 

The excuses that Smith made to Roy Blough about 
giving out the interview were: (1) that the A.P. man had 
been hounding him for three weeks for a story; (2) tha t 
he thought the conflicting testimony of Randolph Paul and 
Beardsley Ruml had left the pay-as-you-go idea in such a 
confused state that it ought to be clarified. 

tP 
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F'ebruary !!, 191!.3 

Mc!llorAAdum to the Secretary 

Fro2 : Mr. Blough 

Subject; Aseociated Preas s tory on Harold SQ1 th's 
i ntervi ew reg~ing pay- as- you-go t ax 
legislation, 
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For your information I phoned Mr. Colm or the 
Budget But·eau as soon as I received the t i cker story 
from you. He sa id he h~d not been present at the 
in~erview with tho Associated Pr~ss reporter , but that 
the notes for the intervi ew did not men t ion t he question 
of approving cancellation up to t~~ee-rourths or 19~2 
tL~es . He sai d be thought the pur pose of the interview 
'"e.a to s timul ate the Co..mi ttee to make the effecti ve 
date for collection at source April 1 instead of July 1 , 
or later, which the Committee seems to 'be l eaning toward. 
He said that Hr. Smith he.d.made no r eference to the 
White House , to t he Trea sury , or to the Ways end Means 
Commi t tee and wae very much i rri t ated at the s tory , 

Mr . Doughton 1 e office called Mr. Smith to find 
out about tne s t ory and was tol d thot t he etory ~'• 
wrong, I understand t~~t Mr. Smith 1a now endeavoring 
to get the story otrai &htened out . 

I am at~acning a cooy of the not es ueed by ~~ . Slllith 
i n hie pr ess \ntervi ew, 

I have informed l!r . Paul or these developments. 

Attachment 
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Pay-ao-10u-co aakee pooaiblo collection of the iaooae ,tax at the eouroe 

aa4 aJ.oo oloare \he wa3 for turthor Q% aoaourea or ..-leof'J' UYiJIC 1f 

thor beooae needed. fbie ao\hod vtll facilitate tax colloo\ioa aa4 alaa 

aa)co tho tiUt :paJMn\ aore conellin\ for .a117 atllloaa of ___.ra. !M 

ioi!>Ortaaoe of \bh io ladicatod b7 \be f.ot that uder pro-\ \aa 1 .. 

50 aillion 1adi'r14nal.a are aubjoct to tho lac- or Tlc\of'J' Q%, ._.,... 

to the olx z lllloa who filed returao in 19)9. It will aho keep ~ra 

OD a eurreu.t 'baeie, aud. \bat 1a vbat .,,, \.u;pa.J"ert deetre. 

!be a4dod burdea which ia placod on osp1o,.wro b7 collac•••• at tho 

oource will bocoae pro«reeo1Yolr ll&hter aa axperlonoe wltb the adalnlotr.-

tlon of Wi\bboldln& \&XU h CalDed,. !1>1 pr eooa\ 'fte\Of'J' tax, Ia D7 

cooo, ro~uiroo the de•olopaent of auch a collection orotea, 

Ao aa aid to tbo atablliaat1on pro«r ... colleot1oa at \be eoarco 

hu dh\lact .. dYaa\"'''· Peo'Olo will ,.djue\ their ""OJidlJIC to \hair 

a•atlablo Income aore aurelr if the tsx 11 pai d out • • thor reco1•e their 

tncoeee. 

!bo ohlft to aourco oollec\1on for aoot taxpayaro, without collect1DC two 

:rearo• tazoo 1a ODo rear will reQUire an adjuoteoat of \hair preaoat 1942 tiUt 

11ab111\7. I\ would bo daolrable 1! aucb a ob1ft could ba oaactell oo that col-

laoUoa at the IMI'U'OI oaa otart oa April 1, 19113. lfo oontaanl .. ted p1aa , ho,._ 

nor, voulll o,..,.M tlao aeoouHr of f1l1JIC the uoual tax roturna on March 15 

anll of paJ!JIC a' 1oaot tho f1rat 1aotallaen\ oa tho taxpayer '• daolarat lon. 

!tlooo •-r• IIIIo will fUo t botr rotuno earlier than lllrcb 15 aad who will 

POT aoro t hea the 1ocaJ.l7 rlq'lllrot lnotallae11t will 11ot bo cU oallYaatacod ao 

aattor ...,., plea h !1Ml17 llllop\14, ad at the •- Uao, thor will bo bo1p1Dc 

Proapt -ptloa of a )>OT-aa-:rav.-co plan, thorofore , v\11 vorl< out to \be 

beat interoot of tho ta:q>ayer aad tho financial poo1\1on of the Go•arnaont, ao 

voll •• a141ns the otab111aatlon prncraa. 

( lloteo uood bT l!Udl;et Dlu ctor Smith 1n prou l ntorrlew
1 

oubBit\ed b7 G. Cola 2/ . /'43) 
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Bow Jenea hbrua17 a, 1943 9'•4S a.a. 

IJJIXIET mRECTat ASKS TRUSURI AND CONORBSS TO ClET TOClETH!R Ql PAI-.\8-IOO-oo 

PIAN -

WaahinJtoo - A P - ~d&et mr.ctor, Karole! D. !laith, 1ltlo 1a 

Prea1dent RooeeY&lt's personal 11acal. ~•r, appealed to TrMeur7 

and Coogreu t~ to get ~•tber ·~d1atel3" en ~-....,.ou-co tax 

leg1alat1on ao tb&t new plan can at.ut .tunot1omnc April 1. 

Sal.th•a at&~-nt, M4e in en 1Dt&n1n ae Hou" Wap and IIMna 

Comittee began motbor week ot bearings on Ruml propoaal to by-peaa 

1942 aa an 1ndh1dual inc.- tax :year in ol'I:Mr to pot colleetima on a 

current baa1a, b1nt.ed ot indirect White J!ouae intervention to ~d 

&rg\111181\ta over detalla ot tho lagislaticm. He did not aa;y what tara 

t be 1Dter'flnticn aig.ht take. 

Contr&r)' to Treaalll")' testimoey betore Wa;ys and lleans CCJIIIlit.tM, 

Sal.th indicated adldniat.ratioo apprOY&l tor cen..-llat.icn ot up to 

tbrM-quarters ot 1942 taxea to tacilitete '-'ediate operaticn ot the 

plan. 

"The awitcb to aourc• collect1on tor aost ~re, • be aaid, 

•nth out oolleot1na two J8&r' a taxea in es~e )"ear will require an adjuat­

•nt ot their praaent 1942 tax liabi.UtT• It would be deairable U 811ch 

a change oould be .....ted ao that colict.ies~ at tbe aource can at&rt en 

April 1, 1943. 

"No ccnt.eeplated plan, ho...,.r, 10:1uld excua• the n•..-aaitT ot 

tu1ng the usual tax return• on llarch lS, and ot pa;ying at laaat the 

tirat inat.llllaent 011 the ~era declaraticn.• 

Regraded Unclassified



Slaith &leo said earl;r enactment ot ~-u.-.rou-go propoatl. 

,..o neoessaty •to clear the W1if for further tax 1118&8UI"e or 

oompulaoty eaving it they becOM needed. 
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lh this connecticn, he not.ed that President Roosevelt's budget 

menage 1n Januaty csll.ed for m ,ooo,ooo,ooo in additimtJ. taxes or 

compul4ary savings. SD.ith said actim on th1e nqu81Jt is being held 

up by the other tax •tt.er. 

~--a-you-go legielaticn he added •ull 10rk out to the beat 

int.erest of the t~r and the financitl. position of the Gowm&ent 

as nll as aiding the stabilization prCIIru. • 

Several legislators assert.ed 1118&n'llllila that large n~era of 

people apparentl;r had received erroneous impression that it tJ.reaey had 

been decided to sl<ip 1942 taxes and expreaaod opinion privatel;r that it 

somo measure or abat.ement is not forthccaing there alight be strCilll 

political repercuasicns 1n 1944. 

lh respcnse to public dell&ndS for a 11ore • painless• means 

of c ol.lActin& taxes end ways and lleans C~ttee hoped to wind up 

public haarings th1e weel< and 1n execut1Ye sessiCII'l begin actual 

writing of ~-aa.-.rou;;o l.egis.l&tion. 
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8ourcea ot Funde tor Federal Borrowing 

Calendar Year 1943 

' 
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PROM 

33 
/ 

TREASURY DEPARTMENT 

INTER OI'JFICE COMMUN ICATIOI;f 

DATt February 8, 1943 

Seor~~orgenthau 

Mr. J/1( 

In that the sources of f unds - the location 
of funde - has a very lmportent bearing upon the 
t ype of drive wh1eh you undertake in April, I think 
you may wish to have Mr. Lindow and myself come in 
t o dlecuas these tables with you. 

The tables are not as formidable as they look, 
but your time will be economi~ed, I am sure, by 
having an oral discussion. It would probably require 
about a halt or three-quarters ot an hour. 
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TREASURY DEPARTMENT 
34 

INTCit OII'PICC COMMUNICATION 

DATI 

TO 

f£88 1943 

subject: da tor Federal BOl'l'owina 
1943 

Introduction 

During the calendar year 1943 the Treasury will have 

to aell $71 billions ot securities in order to finance 

the budget deficit and provide for net outlays to Govern­

meat corporations. This eatiate 1e baaed on data 1n the 

1944 BUdget tor the tiacal years 1943 and 1944; no 

allowance baa been made, however, for the new tax revenuea 

requested by the President. 

It ia of the utmoat t=portanoe that thia $71 billions 

ot new aecuritiea be absorbed by non-banking inveatora •• 

tar aa poaaible . CUrrent peraooal eavinga and corporate 

accumulation• provide by tar the beet aouroe ot tunda tor 

Federal borrow.11)g. The •runta of euch eavinga and 

accU&llatia:u are expected to aggregate about $67 billlona 

during 1943, of which abrut $45 billlona will be peraonal 

aavinga. Theae large amounta are eatimated on the baaia 

that purohaaing power to thia extent muat be illmob1li&ed 

during the year it pricaa are to r-in atable. 

It will be noted that current aavinga and accumula­

tion• are ot approxiDataly the aame magnitude aa the •aunt 

ot expected Federal borrowing. Thia ia not a ohanoa reault 

but a raqu1rement. The produc tion of goode and aervicea 

tor the whole econ0111y gerrera tea inc0111ea to the tull value 

ot the goode end urvioee produced. If the Government 

purobaua half of the goode and aervicea produced but taxea 

(both paraonal and buaineaa) abaorb only a quarter of the 

incaaea received, thee the c1 vilian part ot the eeonOII)' 

will have three-quartera of the incanes produced but will 

be able to buy only half of the goode , am urviees . The 

Goverraent will then have a detioi t aggregating me­

quarter of total incomea and civilian• will have a correa­

ponding aurplua (Oul'l'ent aavings and aceumulatiCIUI) of 

the same •aunt. llinor adjuabllenta, of couras, keep the 

two figures frOID baing abaolutely identical. 
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secretary vorgonthau - 2 

How shou.ld the e1S)lte be aet in planning a t1Danoing 
program during the year to abeorb ourront aavinga and 
aooumulationat This memorandum baa been written to aaaiat 
you 1n mald.ng your deo1aion. The approaoh ia to aam'n• 
recent experience with respect to abaorbing auch aavinga 
and accumulations through aalea ot Federal eecuritiea, and 
to pl.an a aeries ot goals tor 1943 to s..,prova progreaaivel7 
on th1a experience. 

The analyaie ueee eeveral tablee, and tor convenience 
the explanation ot each table has been arranged to appear 
next to the table iteelt: 

1. Past Experience 

2. Goals tor Absorbing Current Saving• and 
Accumull.tions in the Calendar Year 1943 

3. Additional Salee ot Federal Seouritiea 
Required to Provi~e Replacements to Ottset 
Depletions in Existing Porttol1oe 

4, Gross Salee ot Federal Securities Required 
tor New Money ond Replacements 

5. Claaait1oation ot Required Grose Sales to 
Non-Banking Investor Groups b7 1 0ont1nu1ng1 

and •Periodic Special Ettort• Categories 

6. Personal Savings Analyzed by Income Groupe 

7. Person&l Savings Available tor Purchasing 
Federal Seourities'Ana.lyzed by Income Groupe 
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secretary Morgenthau - 8 

1 , Past EXperience 

Table 1 cOJIIl)ares Cor .. ch oC three six-111ont!a• perioda, 

rutuUng Crom JUly 1941 to December 1942, current .avin6a 

and accumulations received by varioua 1Dvaator groupe, and 

their net absorption oC Federal aacur1t1ea. 

The Cirat group oC investora shown c~rises investors 

receiving or holding current personal savings. Insurance 

com~aniea and mutual savings banks are thus listed at the 

beginning oC this group. Recipients ot debt repayment by 

individuals are then ahown separately, but no att811lpt is 

made to Collow these debt repayments through to the various 

investor groups which ultilllately receive the funds. 

Finally, individuals, partnerahipa and personal truat 

accounts are listed together. This group, oC courae, 

1Dveata directly all t:unda which do not go to inauranca 

companies, 11111tual aavin6s banke or recipients oC debt repay­

menta . It will be noted that this group invested 45 percent 

oC ita available t:unds in Federal securities 1D the JUly­

oec811lber 1941 period, 59 percent in January-JUne 1942, 

and 47 percent in JUly-December 1942. The spurt in the 

middle period 1a probably elq)lainad largely by "llmit• pur­

chases ot aavinga bonda early 1D 1942, That portion ot 

available tunda wbiob was not invested in Federal securi ties 

waa placed almost completely in currency and bank deposita. 

The next group oC investors taken up in the tabla 

comprises investors receiving corporate accumulations . 

Recipients oC debt repa711lent by corporations are listed 

Cirat, although no separate figures are presented tor thia 

group. The group is ahown, however, because corporate debt 

reduction will probably bacCIIIe more important 1n tha 

calendar y .. r 1943, and Cull proviaion should be made Cor 

such debt repa711lent in ~ing our estimates. 

corporations other than banks and inaurance c~aniea 

are then llated in the tabla. The 1'1gurea Cor this group 

show that in the tirat period large purchaaea oC Federal 

securities ware made although currant accumulations were 

negative. This b elqllained largely by tba Cact that tax 

notes were tirat put on aale in this period and converaiona 

oC other aaaata ware made in order to purchase theaa 
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seoretary xorgentbau - 4 

aeouritiee . In the aeoond period, 47 peromt ot tunda 
available were invested in Federal aeouritiea while in 
the third period auch i .nveatmenta aggregated 71 peromt. 

38 

The next group ot non-benldng i nveatore cover• aainly 
governmental agenoiea and trust tunds. These investors 
aa a rule invest approximately the a11111e aaount aa ther 
aooUJIUlate. 

Finally, banking sources are listed in the tab~• and 
the figures are broken down between commeroial banks and 
Federal Reserve Banke. The proportion ot total tunde 
received from banking sources inoreaeed greatly during 
the eighteen-month period . It ehould be noted, however, 
that in the JUly-December 1942 period the tigure ot 
$18 billions bank borrowing includes the non-recurring 
i tem ot building up the caeh balanoe in order to reduce 
the number ot periodic otteringa ot Federal eecuritiea . 
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2. Goela for Abaorb~ Current Savinga 
and AccWIUiationa ~ e caieDdir xaar 19-&3 

In worldna out goale for the aale of .. curitiea to 
non-'Mn!dng inveatora during the calendar year 194:5, the 
firat atep 1a to carr,. forward the analyaia ahown in the 
table on paat experience (Table 1) . The correaponding 
table for the calendar year 194:5 (Table 2) ia broken 
down into four periods, as followa : January-APril, May­
JUly, Auguat-ootober, and Novanber-Decanber. The firat 
period of four montha waa chosen because it has already 
been decided that the next •driveft ia to be held 1n APril • . 

xonthly Treaeury caah requirement• indicate that the 
second drive in 194:5 will have to be made 1n JUly, unl.eaa 
it 1a decided to undertake further bank borrowing to meet 
JUly requiranenta and poatpone the drive tor non-banking 
t\inds perhapa until August. Accordingly, a Kay-JUly 
quota period na aet up . Similax:ly the third period waa 
aet •• Auguat-october. Novanber and December .are shown 
to fill out the calendar year al'..hough it 1a conteoaplata.d 
that these monthe might well be carried forward into a 
drive in January 1944. 

In the group of inveators re~eiving personal eavinga, 
both inaurance c0111paniea and llll.ltual eav1nga banks are 
expected to invest aubatant1ally more during the year than 
they receive in currant aav1nga. Th1a expectation ia baaed 
on the probability that liquidation of auoh asaeta aa 
state and loca.l aeourit1ea , real eatate mortgages, and 
other loana will releaae tunda for purchaa1ng Federal 
aecurit1ea. 

Recipient• of debt repayment by individual& are 
eatimated to receive $2 .7 billion& during the year. No 
attempt baa. bean made to follow through these tunda to 
the ultimate inveator group receiving the. The amounta 
are ahown aaparately only 1n order to obtain the reaidual 
figure of peraonal aav1nga which will be available for 
direct inveatment by individuals, partnerahipa ~ peraonal 
truat accounta. 

In the case of auch direct investment• it na decided 
t~t the amount of abeorption 1n Federal aeouritiea may be 

-
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increased steadily during the year, It will be recalled 
that in the JUly-December 1942 period the percentage ot 
absorption waa 47 perc ent, It aeema reasonable that in 

41 

the tirat three quota periods ot thia year this percentage 
may be increased in three atepa to 100 percent. on thia 
baaia 1ndividuala, partn erahipa and personal trust account& 
would inves t in Federal securities 64 percent ot their 
tunda available in the January-APril period, 82 percent in 
the )lay-JUly period, and 100 percent thereafter. The total 
absorption ot Federal securities by individuals, partner­
ohips and personal trust accounts during t h e year would 
t hus be almost $3~ billions. This would l eave about 
$5 billions ot tunds which would be placed i .n currency and 
1)ank depoai ta. 

The realization ot this large goal tor sales ot 
securities to individuals will be made considerably easier 
by the tact that reoip:tenta ot d ebt repayment by individuals 
have not been s cheduled in the tabla to u ae any of the 
tunds they receive from individuals in debt repayment in 
order to purchaaa Federal securities . Individuals them­
selves will receive s ome of these debt repayments so that 
their tunda available t or investment will really be slightly 
larger than has been allowed for , This provides a special 
"kitty" in setting up the goa l s tor abeorption of Federal 
securities by individuals . ]lloroover, it ahould be 
remembered that the large volume ot currency and demand 
deposita already held by individuals also provides a 
potential sourc e tor absorbing Federal aeour1t1ea. This 
'Ifill make it eaeier to adhieve the goa ls which have been 
projected. 

The next main group of investors ahown in the table 
is composed of investors receiving corporate accumulations . 
Recipients of debt repayment by corporatione are aaaumed 
to receive $3 billions from them during tho year. This 
estimate waa baaed on the assumption that debt repayment 
would taka up 10 percent of current accumulations in the 
f irst quota period, 15 percent in the second period, and 
20 percent thereafter. Recipien ts ot d ebt repayment by 
corporation s have not been scheduled apecitically to pur­
chase Federal aecuritiaa with the tunda received in this 
lll&Dnar. .f.& in the case of individuals• debt repayment, 
this provides an extra margin in achieving the goals tor 
other absorption ot Federal securities. 
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corporations other than banks and insurance companies 
are then taken up in the table. It will be recalled that 
in the JUly-December 1942 period this group used 71 percent 
ot its available accumulations to absorb Federal securities . 
Accordingly, it baa been aee1.1111ed that i .n the .tiret three 
quota periods of 1943, this 71 percent may be i .ncreaeed in 
three steps to 100 percent , This will provide percentage 
gonle ot 81 percent· in the January-J.pril period, 91 percent 
in the May-JUly period and 100 percent thereafter. For 
the calendar year the absorption ot Federal securities by 
corporations would thus be scheduled at almost $15 billions. 

For other investors, almost entirely governmental 
a.genciee and trust accounts , the absorption of Federal secu­
rities has been estimated almost entirely o.n the bash o.t 
the accumulation of tunds. Extra allowance has been made 
tor the fact that state and local governments are accumulat ­
ing ca sh in .si nki ng funds which may be partl y inveated in 
Federal aeouritiea . 

The figures .tor non- banking sources, thus arrived at, 
provide an increasing proportion ot the total borrowing 
required from one quota period to the next. Banks, accord­
ingly, are scheduled to take decreasing amounte or Federal 
securities with the' aggregate tor the year running to only 
slightly over $).4 billions, It should be raembered that 
a considerable part of this $14 billions will not be 
inflationary borrowing since it will be offset by reduc­
tions in other loans and investments, and by a portion of 
current savings and accumul.ations which investors deposit 
in bank accounts in pre.terance to the purchase of Federal 
aecuritiee. 
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~ . Additional sales of Federal securitiea 
Required to ProVide Re~lecementa to ortaet Depletions 

1li ida !Dg Portfolloa 
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Table 2 showed the net absorption of Federal secu­
rities by the ~arioua in~eator groupe calculated tor the 
calendar year 194~ in order to finance the total deficit . 
This means that the amount of absorption shown for each 
investor group represented a net increase in ita combined 
portfolio of Federal securities. In plannlng ita financ­
ing program, however, the Treasury IIIU&t a lao talce into 
account the amount of securities which must be sold to 
provide funds tor paying ott maturities and redemptions 
during the year. 

A further allowance will have to be made for the 
fact that some investor gr oups, such as insurance compahiee, 
will undoubtedly sell some of their shorter term securities 

1n the market and that these probably will be purchased by 
commercial banks . SUch transactions would increase the 
ability of insurance companies to buy securities and thus 
reduce the amount of required sales to banks directly by 
the Treasury. 

Table ~ shows, for each investor group, the amount 
of securities which will have to be purchased to take care 

ot all ot tbeaa replace:enta. In tb1a table, calendar 
year tigurea are broken down into the same quota periods 
as were used in Tabla 2. For each investor group the 
amount of redemptions, maturities, and market aalaa or 
purchaaea are shown separately. 

Estimated redemptions of savings bonds series A-E 
are shown a t $1. 2 billions tor the year. Redemptions of 
seriea F and o are uaumed to be zero. Redemptions of tax 

notes are estimated at a total ot $5 . 0 billions . Red~­

tiona of series A are assumed to be zero tor individuals 
and $0. 1 billions for corporations . Redemption• ot 
series B and 0 are auumad to be $0. 4 billions tor 
1ndiw1duala and $4, 5 billions tor corporations, 

Katuritiee are ahown during the year tor each elaaa 
ot investor aa indicated by the latest information on 
ownership of Federal securities. Bill maturitiee are not 
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included because they roll over automatically and their 
ownerahip ia not aignJ.ticantly c:banged aa a reault. 
certificate maturities are included, however, aince it 
ia quite likely that the ownership of a new certificate 
iuue will be e1gn1f'icantly different than that or a 
maturtna 1aaue. 

Market sales by non-banking investors are ahown only 
fer insurance COIIIPan1ea, mutual savings banks , and state 
and local governmental funds. For insurance COIIIP&niea 
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and mutual aavtnaa banka, estimated aalea are $0.5 billions 
and $0. 2 billions, respectively, tor the year. Theae 
amounts represent approximately 25 percent of Federal aocu­
r1ty holdings dua or callable wi thin l-5 years. For state 
and local governmental funds the eat1meted sales or 
$0.1 billions represent approximately one-fourth or their 
holdings or partially tax-axempt Federal aecuritiea . It 
is assumed that all or these securities sold in the market 
will ba purchased by commercial banks. 

In the caae or banking investors a break-down between 
commercial banks and Federal Reserve Banks is again shown, 
Maturiti~ except billa are shown tor both groups of banks, 
and there a.re no redemptions since savings bonds and tax 
notes are not an important part of bank portfolios. It 
1a assumed that the Federal Reserve Banke will buy in the 
market all of the securities needed to cover the not increase 
in their portfolio shown in Table 2, plus enough to cover 
maturities (except billa) shown in Table s. It is alao 
asaUIIled that all aeeuritiea purchased in the market by the 
Federal Reserve Banks will be bought !rom c011111erc1.al banka . 
SUch aales by commercial banka exceed their purchases !rom 
non-banking inveatora by $2, 8 billions during the year , 
It abould b e noted that to the extent the Federal Reserve 
syataa oovera ita needa by purc:baaing newly o!!ered aecu­
rit1ea through brokers and dealers, theae acurcea would 
alae be considered with commercial banka in the table. 

J.dd1Jia together the non-banking ·and the banktna 
investor ~cups providea a total amount or replaoecent 
sales ot 20, 6 billions tor the yea r . Thia eonsiata o! 
$1. 2 bill one or redemptions of aavinga bonda, $5. 0 billions 
or red-.ptiona of tax notea, and $14. 4 billions or maturities 
except billa. Market aa l es and purchaaea naturally offset 
themaelvea ao that tor all investor groupe together the 
amount ia zero. 
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•• 

·Table 4 briDge together ~or the varioua 1nveator 
groupe the ~igurea ~or net new abaorption o~ Pederal eeou­
r1tiea and ~or replao .. anta to o~~aet depletion• in ~at­
inS porttolioa. It will be noted that non-banking aourcea 
are scheduled to purohaae $111.1§ billions groea 1n the 
Jenu&l7-APr11 period whil e banlca are only acheduled to 
purchaae $9.1 b1lliona. In the May-JUly period non- banking 
sources would be 1ncreued to $17. 6 billion• with b•nlr1ng 
aourcoe reduced to $6.~ billiona. In the Auguat-ootober 
period non-banlcing eouroea would be increased ~ther t o 
$20.1 billions, with banlcing eourc 01 reduced to only 
$3.3 billiona . For the year ae a whole total groae aalae 
ot $91. 3 billion• would be divided between $67.8 billion• 
~rata non-banking eourcee and $2S. ll billi on• ~OIIl ba.nking 
aourcea. 
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TOtal groaa aalaa ot aeouritiaa to tha Yarioaa DOD­

banking 1nveator grMlpa will be partlr aat1at1ad 111 the 
aale ot aeourit1aa through attorta conducted cgp.t1Diloaalr 
while the r-1nder will han to ba aatiathd tbrou.gh tha 
uae ot •periodic apecial attorta•. Tha regular ~&1gD 
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to eell aav1nga bonda and tax notea will prO't'1da aalaa 1Jl 
the ~continuing• oategorr .nile per1od1o dr1vea will pro­
vide both additional aalaa ot aav1nga bonda and tax notea 
and aalea ot aacur1tiea ottered aapec1all1 tor the •driva•. 
Table 5 analyzes tha aalaa achedulad tor the varioaa 
1nveator groupe and claaa1t1aa thaa 1Jlto theaa two 
categories. 

Groaa aalea ot aavt.nga bonda ara aatiaatad at $9o9 
b1lllona tor the calendar raar with $9. 0 b1lliona 1Jl 
sor1es E. Tbe other &o. 9 billions conaiata ot aalea ot 
series F and G bonda in Januarr and Pabruarr. It ia aaauaed 
in the table that the aal.e ot seriea F and G bonds will b e 
dieoontinued as ot. the Sid ot Februarr, with aome earlier 
announcaaent to thia attect. 

Groaa aalea ot tax notea are eatimated at $7. 5 billiona 
tor the year , conaiating ot to•• billion& ot seriea A notaa 
and $7.1 billions ot seriea o notaa. 

Theae eatiaataa ot tha aalaa ot aavinga bonda and tax 
notes repraaent aaau.ptiona ot what aar be ~ectad on tha 
baaia ot the present outlook and without a 81gD1ticant 
change in the selling attort . !he amount ot aalaa ot aav­
inga bonda and tax notes in the varioua aer1aa ia allocated 
to 1Jld1viduale and to corporationa othar than banka and 

inauranoa cc.pan1aa on tha baaia ot paat experience. 

Raving thus ea timatad the &~~~ount ot aalaa which aaT 
be expe-ctad in the • continuing• oategorT, tha r.aindar ot 
the scheduled raquir•ents 1a allotad to the 0pariod1c 
apaoial attort• oatasorr. POr anapla, in tha tirat quota 
period individuala, partnerahipa and personal truat aoooanta · 
are achadulad t o aake groaa purchaaaa ot Padaral aecuritiaa 

in the amount ot tB.& billion• • (sea Tabla •·) vonthlr 
eatiaatea ot the aalea ot aaYinga bonda and tax notea 
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indicate that the continui ng e!!ort will proYida $1. 2 bil­

lions in January, Jl . 3 billion• in February, and $0.8 bil­

lions in March. Thi• will leave a total r~r•ent tor 

APril or $3.2 billions . or this amount $0. 9 billion• 

would be provided by continuing aales, leaVing a total or 

$2.3 billions to be provided by the •periodic special 

effort•. 
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A similar analysb !or corporations other than banks 

and insurance companie s indicatee that total APril eales 

would have to be t•.s bil.lione of which $3•9 billion• would 

represent the •periodic special effort•. 

Ill the oase or government agenoiea and trust !Undo 

total scheduled aalea !or the !iret quota period would be 

broken down into $0.6 billi ons or •continuing e!!ort• 

(special iasuea) and $0.2 billions o! market securities 

in the •periodic epecial e!!ort•. FOr the remai.n1ng non­

banking investor groupe, the entire scheduled salea during 

the quota period are asaumed to be aatia!ied in the 

"periodic apeoial effort•. 

The recapitulation at the bottom or Table 5 indicatea 

that total ealea of securitiea in APril would be set at 

~10 .2 billions with $8. 7 billions claasi!ied under 

periodic special et!ort• and $1 . 11 billione under "continuing• 

effort. It will be remo=bered that total eales or secu­

rities in December aggregated $12. 9 bUHona including the 

•continuing• category as well aa the apecial "drive•. The 

amount or aeouritiea estilllated to have been purchased by 

non-banking investors in December waa approximately 

~7 billions. • Thus, the schedule !or the month of APril 

tor non-banking investors would represent an inoreaae or 

about $3 billions over December. 

While the tigurea !or the APril drive would tbua 

exceed December totals tor non-banking inveetors, the pro­

jected JUly drive would be on an even larger ecale. The 

•periodic speci al e!!ort• called !or would be $12.3 billione, 

with aalea of all securitiea in the month .set at $13. 9 bil­

lions. In the october drive total sales for the month 

would be $17. 0 billions with the •periodic epeoial e!tort• 

calling tor $15. 6 billiona. For the antire calendar year 

total aalas ot aeouritiea to non-banking investors are 

scheduled at t67. 8 billions. continuing sales at $20. 1 

billion• woula amount to leas than a third or this total. 

Sllloe through the •periodic apecial effort• would amount' 

to $47. 7 billions. 

• EXcluding dealers and brokers • 
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table 6. ADal.Jd• ot l'eraoaal Iaooa.. bJ 81&e Cla•••• 

Oalea4u' Year 194) 
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I total 
I 

I 
1 ____________ »_1_a_tr~1_b_u_t_1o_a __ b~J-•_•_, __ 1no __ oaa,_~sr~~-apa~~~~~----------

llt "·
1

• 
1

1 
1 t ~-~ : v- 1 1 000- : 2 , 000- : ),000- 1 .,...JOOO- 1 

I : 1,000 2,000 I ) 1 000 I ~,000 I :».000 I 

I. IWiber ot 1oooap rto1p1enta gt 

)(1ll10nl ot pereoa. • •• •••• •• •••••••••• • 6} 19. 6 27. 9 9.2 ).6 

II. .!ggragatu (in bllllona ot dollar•) 

Grou lncoaea (total lnooae pa,..anta) •• 132 14. 9 46. 9 25.8 14.7 

Leu: Peraonal taxea ll············· 13 .6 2. 9 1.8 1.5 

lquale d1apoaab1e 1nooaa ••••.••••••••• • 119 14.4 114. 0 24.0 13. 2 

Leu: Conau.er epan41nga ••••••••••• • 74 15. 1 )0.7 13.5 6. 2 

lquala peraoll&l •••1nge •. ....•......• •• 45 - .7 13. ) 10. 4 7.1 

III. ATeraga par reolpltnt (in do1lare) 

~ •• 1noooe ••.•• • ••••.••••••.• •• • •••• • 763 1,682 2,806 4 ,055 

Leu: Peraonal taxea J1 •• ..........• 28 1o4 195 4ol 

Equale d1apoaab1t 1noo••····••• ••• • • •• • 735 1,579 2,610 3,654 

Leae: Oonauaer epen41nga ••••• ••••••• 771 1,101 1,475 1 ,705 

&quale perao~ ea•1nge •• ••• •• •.••.•••• -36 478 1,136 1,949 

Ottlce ot the 8eorat&l'f ot the !reaaurr, Dhillon ot Re .. aroh and 8taUatloa. 

Note; 
y 

Plgurea do not add up to totala becauae ot rounding. 
01aaa1t1oa\1ona ot groaa 1nooae bJ net lnooae olaaaee naturallJ rteult ln aoat 
•••rage lnooaee exoee41ng tbe upper 11a1t ot tbe lncoae bracket. 

Y Exol~ng JOUDg people under 18 required to report l noo .. , ae part ot their 
parente1 returne. 

J/ State and local •• well aa F!dtral. 

1.6 

8.6 

1.0 

7.6 

}.1 

4. 5 

5,362 

612 

4, 750 

1 ,962 

1.6 

21. } 

5.6 

15.7 

5· 5 

10.2 

1), )81 

3,512 

9,869 

3,446 

J'abr11U7 6, 194 3. 
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ID an earlier •taa• 1D th1a mal.7ah aoheduled .. lea 

ot Federal aeouritiea to indi•iduale, partnerehipa, aDd traat 

aocounte were placed at an assragate or almoat $33 billiona 

tor the calendar 7ear 1~•~ (Table 2) . ~· tigure rapreaenta 

the amounts ot aalea to indi•lduala, partnarehipa and peraonel 

truat aoc~ta echaduled to abaorb personal aartnga during 

the year and doea not inolude replac .. enta to make up deple­

tion• in the axiating porttolioa ot theae in•eatora. 

ID order to work out a detailed campaign to realize the 

objective ot abeorbing personal aa•inga direct trom individual• 

to the extent ot !3:5 b1111ona during the year, the question h 

immediately raiaed aa to the dietribution ot peraonal aa•insa 

by income groupe. It moat ot these aavinga are in the lower 

income groupe , a ditt'erent type ot c-paign will doubtleu be 

called t'or than it' the aav1nga are located largely in the upper 

income groupe. 

Accordingly, an attempt hae been made 1D Table e to break 

down pereonal income t'igurea by net income claaeea. Groaa 

peraonal income• (income paysanta) or t l:52 billiona tor the 

year are claeaitied b7 $J.,OOO bracketa up to net incomu ot 

f5,000 a year. All 1Dcomea over $5, 000 are lUIIIPed tosether. 

The table ehowe Urat ot all tbe number or 1Dccae 

recipients in each inoome claaa. About ~ percent ot the 

total or 6~ million income recipiente t'all in the bracketa 

below &z,ooo a year. ot the rema1n1ng 10 percent, or about 

7 million persona, leaa than one- fourth receive net 1ncoaea 

ot $51 000 a year or more. 

Part II or the table ahowa tiret or all total sroaa 

incomes (income payaenta) by income claaaea . Mext , peraonal 

tuea are deducted trca grou inocaea, bracket by bracket, 

leaving diapoaable incaaea . Batiaatea ot' conauaera 1 ependinga 

in each income bracket are then subtracted tro. the oorrea­

ponding figure tor diapoaable incomes, leaving a reeidual 

amount or pereonal eev1nga in each ot the aix income claaaea. 

A very large part or peraonal aartnga 1a round in the lower 

income groupe, but thh atea t'rom the t'act that the .. groupe 

receive an even larger proportion or the total groaa inoomea. 
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In part III of the table each figure ahown in part II 
ia divided by the number of inooma recipient& in the 
designated class . Average gross income in each income group 
m.ay thua be examined in relation to average apendings and 
average savings in that group, 

In interpreting t he h igh aavinge figures abown in the 
lower income brackets, it should be remembered that the 
figuroe relate to individuals and not to f amily unite. Many 
famili es, particularly in t hese brackets, now bavo more than 
one poraon working, Family member• who a.r e new earners are 
able to eave linusually large amountl of their incomes. SUb­
stantial savings in the lower income groupe also reault tram 
t he f act that many persons are benefiting from wage i nereaaee 
which have r aised their incomea well above what they formerly 
apent tor consumption, al though many tbinga which they would 
like to buy are now unavailable . 

It ahould be emphasized tha t all figures shown in Table 6 
are very rough and they should be read only aa clues concerning 
t he whereabouts of total personal aavinga , ~e next table 
purauea tbia question further . 
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tabla 7. Aaalrala ot Ptraonal I&Tlaca br Oacaeor1ee 

Oalell4ar Year 1~3 
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foCal 
: ~ ().. I 11,000- : 12,000- : 13,000- 1 ~,000-
; 1 , 000 2, 000 ; . 31000 I ~,000 I • 51000 

I, Aggregate• (in bllllona ot dollara) 

SaY1nge abaorbed b7 llte 1nauranoa, 
mutual eaY1nga b&Dka and debt 

6. 7 -.~ r epayment • •••• ••••••••• ~ •••••• • • •• •,•. 3. 2 1.9 .9 · 5 

ReMinder aYallable tor abaorption 
ot Federal eeour1t1ea •••••••••••••••• ~. 1 -.~ 1/ 10.1 8. 5 6. 2 4 , 0 

Total peraonal eartnge ••• ••• • • •• • •••• •• 44.8 - . 7 13. 3 10.4 7.1 4 . 5 

II. ATeraga per reclpitnt ( in doll art) 

8aYlnga abtorbt4 b7 lite tnauranct , 
mutual aa•ins- banka and debt 

-18 114 206 242 281 
repqment •••••••• ~ •• ••• •• •••••••• • ••• 

Remainder aYallable tor abtorptton 
ot Federal eeour1t1ee •••••••••••••••• -18 364 929 1,707 2,507 

total pereoaal aaY1Aga •• •••••• ••••••••• -36 478 1,136 1,~ 2,70 

9. 6 

10,2' 

40S 

6,014 

6 , 423 

Ottloe or the Saoretarr ot tha fraaaurr, D1Y1aton ot Reaearoh and 8tatletiot. 

Note: rtsurea do not add up to to tala bacauaa ot roUDC!.tng, 

rabruarr 6, 1943. 

!I On aaau.pt1on that thle sroup will abtorb t , 2 b1111ona 1n Fedtral tecur1t1aa, 

but will draw down currancr and dapoe1tt b7 t . 6 b1111one, 
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7. Personal Savings Available for PUrchasing 
pederal securities Analyzed by . 

Income Groupe 

In Table 6 personal savings wore analyzed by i ncome 
groups . some of these savings , however , are not avai lable 
for the purchase of ?ederal securities because they are 
invested in life insurance, mutual savings banka and debt 
repayment . In Table 2 such deductions were listed and the 
residual amount which will be available for tho purchase of 
Federal aoouritiea was estimated at 038 billions for the 
calendar yoar . Of this total, it waa assumed that about $33 
billions would be invested in Federal securities with the 
romalndor placed in bank deposita and currency. The total 
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of $38 billions is the reservoir from which Federal securities 
aro purchased and the objective ia to obtain as much absorption 
aa possible, thereby limiting tho portion going into currency 
and bank deposits . 

Table 7 breaks down by income olasaea the total funds 
available for investment in Federal securities . Part I or 
the table shows the aggregate amounts by income groups for 
total personal savings , investments in life insurance, mutual 
savings banks and debt repayment combined, a nd the residual 
amount of savings a vailable for the purchase of Federal 
aecuritios . Part II or the table ahowa the same figures as 
avoragos per income recipient . As in the case of Table 6 , the 
figures in Table 7 are rough and ahould be interpreted as a 
reflection of general magnitudes rather than exact values . 

It will be noted that tho total amount of personal 
savings available for tho purchase of Federal securities i s 
divided about equally between inco~e groups receiving l ess 
than ~3,0VO per year and income groupe receiving more then 
that amount . It was noted previously that 90 percent of the 
number of income r ecipients received leas then $3, 000 per 
year and only 10 percent received more then this amount . 

Three-quarters of the total amount of personal savings 
available for the purchase of Federal securities is held by 
the income groups under ~5 ,000 . Table 6 ahows that there 
are approximately 61 million persons in these groups . This 
would appear to be the area where mass campaiens will be 
noedcd to obtain the absorption of savings into Federal secu­
ritiea . 
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Above t he C5 , 000 level there is about one-fourth ot 
total per sonal savings available for t he purchase of Federal 
seouri t i es . APpro~1mately 2 million persons are in t his 
group . Tne group is , of course, widely diverse. Some of 
the peraone in it are ~tremely wealthy while others are 
salaried persons who have little more ability to purchase 
securities t han t he people in the i ncome groups under $ 5, 000, 
In order to obtain t he investment of savings or persona re­
ceiving more than $5 , 000, it will probably be necessary to 
have a highly personalized ea~paign with some diversification 
in t he securi t i es offered. 
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57 

INTER Ol'l'ICIE COMMUNICATION 

DATa FEB 8 1943 
TO 

SubJect& 

ltiiWlY 

1. !!he f1r•t .. ouon of ~hie 11e110randum outlines 
a .ugge•ted financing program deeigned to 
yield tl5 billlon• during April 19J1.3. 'l'h1• 
program ehould provide a volUIIe of tunde suf­
ficient to oarry the Trea.ury until .wmaer, 
and i• d .. igned to tap the •ouro .. of tunde 
1et forth in our meaorandUII entitled 1 Sources 
of Fund• for Federal Borrowing, O&lendar Year 
19~3 . 1 A tabular summary of the program ia 
.. t forth on page 2 of th18 memorandUill. Its 
obJectives and the deta118 of ite component 
parte are more tully deloribed in the pages 
that follow. 

2. 'l'he noond eeot1on of th1a memorandUII cUaouaeea 
a nwabar of teohn1oa.l -ttar• and policy deci­
•ione which require •ome attention during your 
oonliderat1on of the April financing progru. 
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I. GenereJ. Outline of the suggeeted Program 

The financing program eat forth below ie deaigned 
to raise $15 billione of new mone1 during APril. Ina._ 
muoh aa the total amount required t o finance the deficit 
and the other Treaeur1 neede during th1e month will be 
onl1 $7 billione, th1e program will proTide a margin of 
$8 billi ons OYer caeb require~~ente. Th1e aargin plue 
(1) the proepeotive working balance on ~ril 1 , (2) the 
amounts of new mone1 acquired in connection with the 
regular bill refund1nga in Ka1, June and Julf, and 
<:H the amounte derived from aavings bonds and Tax- not" 
sold i n these monthe, ahould be eutfioient to proTide 
the Treasury with a comfortable worlt1ng balance untll 
funds become available ae a reeult of a eummer financing. 

Amount to be obtained 

Period and offering : troa : t roa : Totii 
: banlt1ng: other : froa all 
: eourcee:inveetore: eourcee 

April - Cont1nuouel1 (weeklf) 
Regular bill program 

Aprll 5-7 

.8 

Bank offering 
7/8 percent oertifioatee ••• 2.1 

April 5-30 
Nonbank drive 

Tax no tee* ••............. • • 

7/8 percent certificates ••• 
2 percent bonds • • •.. .. •...• 
2-1/2 percent bonds • ••••••• 

E bonds* •..... . ..... ·.····· 

Subtotal - nonbank driYe 

April 26-28 
Bank offering 

2 percent bonde ••.• . •.•••• • ~ 

Grand total. - April program 5.0 

--.:.! 

2.1 

2. 2 2. 2 

2.2 2.2 
1.) 
2.8 

1 . ) 
2.8 

1.5 ..!:.5. 
10.0 

10.0 

* liiount 8hown includes the entire volume of sal.ea during 
the month. 
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The tinanc1ng program set rorth above bas been 
designed with t he intention that it should accomplieb 
t he following: 

(1) Raise $15 billions or new money, or which 
only $5 billions, or one-third, would be 
obtained rrom banking sources. 

(2) Contine Treasury borrowing t rom nonbanking 
investors who are beyond the E bond limit 
t o periods or the periodic drive (except 
tor Tax notes). This will permit a con­
centration or the approach and will enabl~ 
you t o obtain an economy in etrort. 

(3) 

(~) 

( 5) 

Step up the borrowing level trom individ­
uals (i ncluding partnerships and personal 
trust accounts) trom the t1.6 billions 
level in the December drive to a proposed 
level or t3. 2 billions in t he April drive. 
This lat ter amount, when added to savings 
bonds and Tax not es sold to individuals in 
January and Februa.ry, will succeed in 
acquiring tor investment in Government 
securities about two-thirds or the personal 
aavings during the tirst tour months or the 
calendar year, as against ~7 percent or 
similar savings during the six months ended 
December 31, 19~2 . 

Emphasize again that the E bond is t he •poor 
man's" bond, and that the Treasury is not 
promoting the sale or any other investment to 
him (except Tax notes) until be has acquired 
hie E bond limit. 

Introduce the tiret or a aeries or special 
E bond drives synchronized with Victory Fund 
campaigns which would attempt to 11tt t he 
level or E bond sales substantially by door­
to-door campaigns aimed at obtaining the 
i nvestment or recently accumulated tunds in 
E bonds . It is contemplated that these 
campaigns would be oonduoted by the War 
Savings Starr; would be superimposed on pay­
roll savings and other E bond operations 
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(6) 

now being conducted; and would inTolTe 
minute-man apeeohea, rallya, and as an 
extenaiTe aeries ot oanvaaeea as oould 
be arranged. 

Amalgamate the ettorts ot the Victory Fund 
and War Savings organizations by ohannel­
iting their sales ettorta in the April driTe 
ae tollowa: 

Victory Fund Committees: All inTeetora 
both corporat e and indlTidual, with in-' 
comes ot 115,000 or more or with known 
bank accounts ot 17,500 or more. There 
are probably lloo,ooo persona and corpora­
tiona in these categories. Their names 
would be placed on lists prepared b7 the 
local Victory Fund organizations ae aug­
gssted some time ago by the Grant Committee. 

War Savings Statt: All investors with in­
comes undir 115,000, which means everybody 
else in the country. 

It is contemplated in oonneotion with the 
ohannelizing ot sales et t orta that the entire 
basket be made available to both aalea organ­
ir;ationa. 

()I ·'-7 ntroduce the idea that in theae apecial E 
bond drives the Treasury and the Federal 
Reserve will look with t avor upon bankers ' 
activities tending to encourage individuals 
t o withdraw 1aportant porti on a ot their bank 
accounts t or E bond investment. 
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In order to carry out the aforementioned financing 
program, a basket ot securities hae been designed to appeal 
to those inveatora whose tunds have been accumulating, and 
should be available tor investment in Government securities. 
The basket, it might be pointed out, doe~ not include a 
eeourity such as P and G bonds, which, it is assumed, will 
have been d1eoont1nued prior to the drive. The securities 
ouggested t or the basket and the i r special characteristics 
designed to make them attractive to the owner s ot the tunda 
desired by the Treasury are the following: 
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(1) A 7/g percent certificate due April 1, 1944. 

(2) 

It is proposed that thie is1ue be offered to 
all inve~tor• on Monday, April 5 , and be 
open to banlt1 tor three days. be amount to 
be raised frOID b&lllts would be aet at 12 bi l­
lions with eUbeoriptione eubJeot to allot~~ent. 
The iasue would be dat ed April 10 to eli.ID­
inate the neoee11ty of calculating inter.est 
on early aubaoriptione. The issue would be 
attractive to nonbanking investor• pr1JD&rily 
tor the inve1t11ent ot corporati on fundi 
aooUJDUlating in depreciation re1erve1 which 
cannot be reinvested in new equipaent, tax 
reserve• and fundi &riling from account• 
receivable repaymertts which cannot be in­
vested in new aooounte. 

A 2 percent bond ot Deoe11ber 15, 1950-52. 
It 1e proposed that tb11 be offered to non­
banking invntore on April 5 and to banking 
investor• April 26-2g. On the bae11 of the 
present JD&rket , it would a ell at a preiDiUJD 
ot 9/32 atter the book• were· clol8d. Tbie 
bond 11 offered in preference to a l-3/~· 
percent issue 10 ae to vary the menu from 
the last drive. It will appeal to ind1 vid­
ual• and oorporatione deeiring a return 
higher than that obtainable froiD a oertit­
ioate and will be acquired by theiD prob­
ably as a 18oond&ry caeh reeerve. It will 
aleo be attraotive to those inve1tor1 who 
do not want a bond ae long as a 2-l/2 per­
cent 111U8· 

A new 2-l/2 percent 1 tap1 bond, perhaps a 
196o-70 or a 1965-75. I t 11 propoeed that 
th11 i1sue be restricted ae heretofore and 
not be eligible tor ooiDIDeroial bank dwner­
ehip until 1953· The bond would be available 
in ooupon &I well as registered tor11. It 1a 
further propo18d that the bond be ude add1-
t1onallr attractive to individual• br the 
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(~) 

(5) 

insertion ot a new proTieion Which would al­
low red .. ption at par 1n the caM ot the 
death ot an owner vbo bad held the bon4 to• 
eix monthe prior to hie death. Tb1e rep&)'­
ment at death prOT1ei on ehould be worth 
something marke~iee, tor it would impart 
a relatiTe stability to the pr1oe ot the 
1asue on the down 11de. It will be d1a­
ousaed further in the second eection of 
this muorandum. 

E bonds. It ia proposed that the E bonds 
otterea: during the campaign be changed 
from the present aeries only to the extent 
neceaeary to allow them to be aoqu1red by 
all investors other tha.n ccmercial banlte, 
instead ot merely individuals as at preeent. 
It is euggeated that the proapeot1n an.ll­
ab1lity ot E bonde to such inYeatore be 
announced on the oocaaion ot the announce­
ment ot the discontinuance of the r and G 
bonds . 

Tax notee. It ia proposed that theee 
eeouritiee be ottered ae heretofore, unlea& 
pay-as-Jou-go tax legialat.ion la enacted 
prior to the start of the dr1Te . In that 
eTent, it is suggested that announcement 
be aade that the J. aer1ee ot Tax notes Will 
be d1econt1nued. 
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The tollow1ng table eumaarizee the reeulte Whioh might 
be obtained 1n the APril dr1Te be.eed upon the tunde a..U:­
able to different olaaaee ot inTeetore and the aasumptione 
with reepeot to the proportion of eaoh olaee ot such tunde 
which might be obtained tor 1nTeetment i n Federal aecuri­
tiea, ae ut out 1n the memorandum on 1 80urc11 ot J'unde 
tor Federal Borrowing, Oalen4ar Year 19~31 • It ehould be 
emphasized that the .. tunde will not be automatically in­
Tested, hoveTer, and can be obtained only by a ~~&Jor ealea 
ettort. 

• 
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D1etribution ot Securitiea During April DriTe 1/ 
By Olaases ot Nonbank1ng Invaetore -

(In billions ot dollars) 

• • , r . : . . e4eral, . 
. Inauranoe : • Jt t · : • • • . a • . 

I'IIUe 
com:panlee ' d ' 

:Ind1v1d- :and mutual:Other oor-: lanal : .. otal 
uala ' : porationa : oo : • 

Tax note e ••• ., 
7/4'•· .. .... . 2 

2 r • · •• ' ' • ' • • ·5 
2-l/2 1a • • • " ·1 
E bonds •...• b2 

Total. ..• • 3· 2 -

aavinge : , Govern- , 
banlte ; ment : 

:agenoi .. : 

.1 ., 
1.6 

2.0 -

2.0 

1.$ 

.~ 

.2 

-

. . 

. ~ 

. 4--

2., 
2.1 

1. 2 

2.9 

...!.:.2 

10.0 -
"};/ Data in th1a table are in agreement with data in the 

moJDOrandum entitled 1 8ouroee ot J'undl tor Federal 
Borrowing, Calendar Year 19~,•. 

II . Technical and PoUoy Mattera llh1ch Will 
Require Some Attention 

There are a nwaber ot important t eohn1oal and policy 
matter• wh1oh will require eome attention during your oo 
aideration ot the April tinanc1ng. They are d1acueeed 
brittly in the tollowing paragraphe: 

.. 
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(l) 

( 2) 

{ 3) 

F and G bonde. It ie aesuaed 1n thie memoran­
dum that t and G bonde will have been discon­
tinued before April l, 'l'h.is discontinuance, 
if it is to take place, ehould be made effec­
tive a full month prior to the opening of the 
campaign. Our coJDJDents vi t h respect to the con­
tinuation or these seouritiee have already been 
given you.• 

E bond ovnershi~. It i s proposed that the 
E bond bB opene to all i nvestors other than 
commerci al banks as or April 1, 19~3. 'l'he 
limitation on the amount purchased would not 
be changed, however, from the present e3.750 
issue price. This proposal is in line with 
the obJective or making the E bond the •poor 
man's" security, and ot selling only E bonds 
to investors of this olaee until the limit 
or purchases has been reached. Many clubs, 
aeaociationa, unions, church organizations, 
women' s groupe, political organizations, ben­
efit societies, and fraternal, foreign, and 
racial groupe, as well as many corporations 
which are the personal businesses or small 
merchants, ealesmen and vendors have funds 
which can well be pieced i n emall denomination 
E bonds. Many or the social and political 
groupe are actively promoting E bonda, and 
their efforts are ~ikely to be enlisted in 
the April drive . The availability of E bonds 
f or purohaee by t heir own organizations may 
do much to dispel contusion and to gain en­
thueiaem among saleemen taken from theee groupe. 

E bond delivery. 'l'he amount set forth ae the 
t bond goat in April -- $1.5 billion• -- 1s 
about twice the pount or bonds that might 
normally be expected to be sold during that 
month. '1'hia amount will involve the iaeuanoe 
of not lees t han double the number of pieces 
that might ot herwise have been expected, and 
the Treaaur,r must, accordingly, be prepared for 
an ieeuanoe or between 4o million and ~ mil­
lion aeparate bonds in the 25 days or the 
drive or thereabouts. This 1s no small order 

• In our memorandum or January 15, 1943. 
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( 4) 

and it will be made no easier by the tact 
that door-to- door cam~aigne depend tor their 
success on rapi d delivery ot bonds -- cer­
tainly delivery no later than ~ hours attar 
t be application hae been made, It ie likely 
that the operation will have to be entirely 
decentralized, and in large cities may have 
to be carried down as tar as to t be local 
neighborhood. This extension ot the issuing 
operati on, it is obvious, may involve some 
liberalization in the procedures now being 
toll owed. 

Denomination ot marietablo 1eauee. The ph11-
oeophy ot tirat selli ng an inveetor a~ tbe 
E bonds be can acquire, and then selling him 
marketable issues atter he has acquired tbe 
E bond l imit would be implemented mechanically, 
it would seem, it the mini.mua denominati on or 
$500 tor marketable securities orrered during 
tbe drive is continued. The saleemen will not 
be tempted t o set the E bond ott agai ns t market­
able issues it the latter do not appeal to small 
purchasers because or t heir $500 minimum denomi­
nation. 

Interest accrual on marketable securi ties. There 
was aome compiilnt during tho beoember drive 
about the complications arising rrom the com­
putation or intereet accruals rrom tbe day t be 
security was dated t o tbe de7 that pBJment wae 
made. Eaob or the t b.ree iuuee carried a dit­
torent interest rate, and thoro was a nev amount 
or accrual tor eacb ieaue each day, It is eug­
geeted that two improvement• in procedure be 
made: (a) Dat e the marketable iaaues April 10 
inetead or tbe date they are tirat ott ered, (b) 
Ohange t he amount or i ntereet accruals only 
once a week using an average tlgure t or tbe 
veek , By means or t he tlret change, interest 
calculations on all subscriptions tendered be­
tween April 5 and April 10 will thorebJ be 
eliminated, By means or the eeoond change, 
there wi~ be many lees t lgurea to be handled 
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by the aaleeman. These two changes may 
slow ~p the reporting ot •~baoriptiona by 
large inveatora, to whoa a ~ interest 
may be a oona1deration. They are impor­
tant eno~gb, however, it vo~d aeea to 
make their adoption worth Vb1le tor the 
TreaeU17. 

(6) Dealer•' and brokers ' a~beori tione. Dur-
ng e eoem sr ve ea ere an rokere 
s~bsoribed to $881 m1llione ot the three 
marketable iss~es , ot vhioh $115 million• 
went into the long 2- l/2 1 e and the balance 
ot $766 millions went into oertiticates and 
1-3/4 percent bonde. The latter seo~1tiee 
were probably rediatri~t~d prinoipnlly to 
oo-eroi&l banka. There are three vaya in 
vh1oh •~baoriptiona ot ·dealera and brokera 
m1gbt be handled d~1ng the .A,pr11 drive: 
(1) They m1ght be 1ncl~ded with thoae ot 
commercial banks and e~bJected to the same 
percentage allotment; (2) thef 2igbt be 
eliminated altogether; and (31 they aight 
be accepted in liberal amo~nt, aa in the 
December drive. The tirat two methode vo~d 
tend to oontine the $10 billions quota 
rigidly to nonbanking inveetora, While the 
third metho~ vo~ld provi de a 1 kitty• in this 
q~ota to the extent that aeo~it1ee eub­
soribed tor by dealers were •~baaquently sold 
to banka. 

(7) ar at death 
~~~~~~~~~o~n~. e op ona re-

paymen a par at ea provision ia proposed 
to ine~re em&ll investora as well ae large 
investors in the 2-1/2 percent bond against 
a price. depreciation carried on beyond their 
litet1me. This provision ia the aame a s is 
nov carried by Series G saving• bonda, which 
it ia propoeed to el~nate. It vo~d have a 
much greater attractiveneas than t he provision 
in the Deoeaber 2-l/21 a vh1ob &llova those bonda 
to be tendered at par tor pa:yaent ot estate 
taxea. !be exeaption tor the Federal estate tax 
1s $60,000, and the tax ie not an iaportant item 
until an .. tate 1a eubetantially above th1a 
amount, It the Rights on the volume ot these 
seour1tiee to be placed with i ndividuals are to 
be raised, it wo~d be helpt~ to aweeten the 
ias~e wherever possible. 
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(g) 

(9) 

The propoeed repayment at par at death pro­
viei on would be attractive to inves t ors be­
oauee lt would have the long-run ett eot ot 
i =parting a relative atability to t he price 
ot the iaaue on the down aide. Thus, it 
intereat rates rose and the propoaed iaaue 
dropped below par, elderly persona would 
acquire portiona ot it aa rapidly aa t hey 
were able in order to permit their estatea 
to realize the aasured capital gain on the 
date the obligation waa t endered to the Treas­
ury tor repayment. Operation• ot th1a nature 
would serve to retard the decline in pri ce ot 
the proposed issue relative to declines in 
the prioea ot other Treaeury i sauea in the 
market. Thia relative stability on t he down 
aide and not the actual matter ot receiving 
par tor the i a sue would, it might be noted, 
be the t aot or that would make the iaaue at­
tractive to all investora in the market. 

The suggestion tor r epayment at par at death 
i s l i mited to the 2-172 percent bonds, and it 
is not proposed to apply it to the 2 percent 
1aaue. 

Bi ll money. I n suggesting that a $15 bil-
11ona ?lnanc1ng in April will carry t he Treaa­
ury until July, it has been aaaumed that the 
current practi ce ot increaaing bill issues 
over redempti ons by $200 millions each week 
will be continued. Thia will cauae the vol­
u=e ot bills isaued to rise to $!00 mllliona 
weekly atarting on March 17; to $900 millions 
weekly atarting on April 21; end to $1 billlon 
weekly etarting on J une 16. 

Tax notee. The ottering ot t he A aer iea ot 
Tax notea during t he drive ia not entirely 
in accordance with the phi loeophy ot tirst 
aelling E bond& to the aver age man. Seriea A 
Tax note• have never tilled a very important 
economic need because most amall taxpayers can­
not or will not save tor taxes, and ot those 
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that do, many do not find Tax notu particu­
larly convenient to them. A• baa b een indi­
cated earlier, the pauage ot pay-aa-yo~go 
l egialation will otter a convenient time tor 
d1aoont1nu1ng the A Tax note• w1 thout irri­
tating t hose people Who haVe been buying them. 
The A aeries baa been lett in the basket there­
tore, but the vol~ ot ita aalee 1• not exPect ed 
to be very large. -
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Cooopullu et h \NarT ulee h ta\e wUil -.1•• tvt.c \lie 
.- ,....,. ot M81Mu &qo 1a I~ 19113 .U IIM•'IIer 19112 

(.u lieu prloe 1a ,......._, ot ..,u.,.,) 

Dah ,.........,. l aaaJ7 

1 

2 

3 

II 

5 

6 

1911) 

• 6,7116 • '· 7116 
• 12,110 • 11,116 52·~ 

15,o68 21 ,1111 15,621 1,6()5 1,.6 

5.1170 27 ,2811 )1,021 18,6117 11.0 

25.6116 52.,)0 117,128 51,337 lU,J 

31,917 811,1117 69,173 711.9111 122.7 

)1,"' 116,513 101,696 Ul,llol Ull.6 

.t.l1 tlcv" are tapool\o wl~ \lie freanrer ot \lie Ualh& Ita\" u __ , 

ot proo .. 4o •t oaleo ot V.Ue& 1\at eo I &TUce Ma4a. 

lohl l'lcv•• baft ""• 1'01111Ae4 \a MU'II\ ~.,....... aa4 wll1 aot Moeuarl}T e44 

\a \a\alo, 
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Oo8parhoa of lo\ftu7 aloo \o 4ah wi\k aloo tvlq •­
•- au)or of hlllaooo ...,, la J u.w.z, l,_J u.4 Doo•or l,U 

(.t.\ lone prl .. i a \llotau.4o ot tollaro) 

Date lo\ftu7 l~ 

1 

2 

' II 

5 

6 

19113 

• 806 • 806 • 2, 716 • 197 ,.~ 

1,915 9.720 J.OJ6 527 )20,1 

1 ,5JO U,l90 6,1J7 J,Zlll Ull.o 

16,907 28,198 1 .. ,120 17,161 190. ) 

20,o67 .... ~ 18,V8 29.~ 161.9 

16.11112 65.lo6 29. 716 ~.916 219.0 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICAT ION CONFIDENTIAL 

cAn February 8 , 19~3 

TD 

Subject: The 1ne s Situation, 
Wee ending February 6, 1943 . 

Summary 

Co~~odit{ prices: The general price level continues to move 
gradua ly bigber, and the BLS all-commodity index is now 35.7 
percent above the August 1939 pr e-war level. After a brief 
r eaction following t he placing of a ceiling on cor n prices, 
the BLS index of basic commodity prioee has risen 0.5 percent 
above its previous high. 

Living coats : The continued rise in the cost of living (now 22.1 
percent above August 1939, according to the BLS index) is 
generating increasing demands from labor groups for a revision 
of the "Litt le Steel• wage f or mula. The BLS cost-of-living 
index showed a further riee of 0 . 5 percent in the month ended 
December 15, and food prloes in January have shown a further 
rise of 0 . 2 percent. This contrasts with a subsidized decline 
ot ~. 1 percent in the Canadian rood price index during December. 

Farm parit*: Prices received by farmers continued to rise in 
t he mont ended January 15, reaching 115 percent of parity as 
compared with 11~ percent (revised) a month earlier. A bill baa 
been approved by the House Agriculture Committee requiring 
the cost or farm labor to be included in computing tara parity 
prices. 

Industrial aroduct ion: Rising munitions output in December 
caused in ustrial activity to decline less than seasonally, 
and the FRB adjusted index of pr oduction rose to 196 from 
19~ i n the previous month. 

llntional income: Income payments in December rose to a new high 
annual rate of $127·9 b1ll1one, as compared \Vlth $125. 2 
bi llions in the previous month and with only $102.0 billions 
in December 1941 . Payments ot salaries and wages i n December 
\Vere nearly 30 percent higher t han a year earlier. 

Denarttaent store sales : Sales in January decl ined less than 
seasonally but the gain over 1942 levels narro"ed to 3 percent 
from 13 percent in December. 

... • 
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Prices continue u~ward 

Upward pressu~re on the price level has been evident 
durine the past month. Commodity prices have been moving 
hi gher, despi te a brief r eaction following the Government's 
efforts to stabilize grain prices by placing a ceiling on 
corn. l!oody 1 a index or spot prices in January reached t he 
hi 3hes t level since 1929, and the Dow-Jones futures index 
also made a new high, although both indexes have shown a 
al i ght downturn in the latest week. (See Chart l . ) The 
current buoyancy in commodity prioea reflecte in part the 
tollo~r1ng influences: 

(l) The renewed congressional drive tor higher 
returns to farmers; 

(2) A statement by OPA Administrator Brown (>mich 
was modi fied later) that a steady price rise 
or about 0.5 percent a month appears inevitable; 
and 

(3) Belief that wage rates Will be increased 1n 
response to new demands, thereby contributing 
to an in~flattonary spiral. . 

Led by farm products and roods, the BLS all-commodity 
index or wholesale prices advanced 0. 6 percent between the 
weeks ended January 2 and 30. At lOl.S percent, the index 
stands 35.7 percent above t he pre- war level or A~gust 1939. 

. The BLS index of 9 uncontrolled commod1 ties (actual),y 
7, since corn and butter are now alec under control) has 
advanced 1.5 percent since January S, carrying to a new high 
level the index of 28 basic commodities. Flaxseed, hogs, 
and wool tops showed t he largest advance in this peri od. 
(See Chart 2.) 

Ceiling on corn to aid food output 

Tho price ceiling on corn, set as prices touched a dollar 
a bushel at Chicago, was designed to maintain continued pro­
duction of livestock, milk, poultry, and eggs , by keepi ng 
adequate profit margins between livestock and reed prices. 
Exc~t t or oerta1n t ypes of tobacco, this was the first ceil­
ing placed over any of the six basic crops 1n unprocessed f or o . 
Benefit payments were taken into aoooun t in eoteblishinc t he 
ceiling at or above parity. Traders recognized the action as 
a precedent for possible ceilings on other unprooeeeed farm 
~roducta, especially wheat and cotton. 
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The corn ceiling has been oritioized by Congress on 
the grounds that in using benefit payments to oompute the 
parity ~rice, Government officials have violated the 
nr1nci~le ot an act or Congr ess; and that farmers •mo have 
no t chosen to comply with the soil conservation program are 
nenalizod, since they receive no supplementary benefit 
nO.y!llen to. 

Canadian living costs decline aharoly 

A planned decline in Canadian living costs occurred 1n 
;)~ce.ober. A decrease or 4.1 percent in the rood component 
ot the Canadian ooa~-ot-living index was ettaoted by reduc­
in~ pri ces or milk, coffee, and tea through subsidi es, and 
ot oranges through 1~ort duty and tax elimination plus a 
subsi dy . (See Chart 3.) Froc ~lovember 1941, the month 
before ·eneral price control was ins tituted, t hrough 
llovember 1942, the coat- ot-livins ind6X had risen 2.6 per­
cent. At one stroke the Dominion Government has wi ped out 
more t han halt or t his advance, since the reduced costa 
bro~ht a decl ine of 1 . 4 percent in the ocat-of-living index. 

This rnove was taken to avert a secondary inflationary 
spi r al which might otherwise have resulted from an impending 
cost-of-living bonus, and from wage demands or employes not 
covered by the bonus. This bonus, paid by industry, aggre­
gates $25- $30 milli on tor each one point rise in the coat­
of-living index. Sue~ a burden, it was recognized, would 
nave b rouGht an intolerable pressure on industries operating 
under price ceili~s. The new subsidiss are expected to 
cost about $4o mi llion. Previously, about #30 mill i on had 
also been paid 1n Government subsidies to processors, whole­
salers, and retailers to hold down living coats. 

In contrast, it will be noted tbe United States cost­
of- l iving and food indexes continue to rise. In January, 
according to con~ident1al data from the Bureau or Labor 
Statistics, retsil food prices averaged an advance or 
0 . 2 percent, chiefly due to price 1noreasea tor dairy prod­
ucts and meats. 

Bread pr1cee stUl h~ld down 

Some indication of t he d itt1oulty or avo i ding an increase 
in retail bread prices is seen in a coapar1son of bread 
pr1oes with the reo~nt price trends tor tlour and wheat . 
In Chart 4 , upper section, the average retail price ot 
br ead in 51 oi ties is shown in com'larieon 11ith whol esale 
nr1oe ouotations for standard s rades ot wheat and tlour, 
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averaged for three leading marketa. (The wheat pri ce is 

adJus ted to allow for the return which the m111er gets 

troll t he sale or m1llfeed by;lroducts). I t will be noted 

t hat bread prices have held unchanged for the past 12 

months, whi le both wheat and flour prices have recently 

risen to new h1gh levels. 
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In the l ower section of Chart 4 a dir ec t comparison 

1s made between bread and wheat prices. It will be ob­

served that a period or 4 to 6 months has usually elapsed 

before a change in wheat pri ces ie fully reflected in the 

nr l ce of brea~doubtless owing t o the practice of mills and 

bakeries of buying their materials some months in advance 

of actual needs. 

The Commodity Credit Corporation has taken action to 

provide an increased supoly of wheat to ~illers by offer ing 

to r elease its wheat stooke at parity, and by paying part 

of t he coat of movi ng Paoifio Coast wheat to the eastern 

mi lls . Some CCC wheat will doubtless be sold under thie 

progrom, but the release prices on t he bulk or t he wheat 

s t•e substantially above current marke t levels. 

Drive to raise farm product prices continues 

The Pace bill, approved by the Houee Agri culture 

c~mmittee, .would tend to increase farm prices by inco~orat­

ing in t he parity formul a the cost or farm labor, i nclud+ng 

hired workers, the farmer and his tsm1ly. It t he bill 

should be enacted, it would inevitably cause a rise in farm 

product prices and doubtless a substantial increase in retail 

food coste. Such an increase, superi mposed on the rise in 

livine; costs which has already occurred, would strengt hen 

demands tor increase& in'induatrial wages, and thereby 

o~erate to raiee t he parity index still hi gher. Thus the 

change in the formula could readily accelerate an. inflation-

ary spiral. · 

Prices received by farmers tor agricultural commodities 

continued to increase 1n the month ended January 15. (See 

Chart 5 . ) The index of prices paid, interest and taxes, 

aho>~ed a relatively smaller advance . This resulted in an 

i ncrease in the ratio of orioes received to pr i ces oa1d, 

which at 115 (commonly oailed t he percent of parity) wae 

above the revi sed December ratio, and the highest si nce 

June 1920. 
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~!eat si tua t1on critical 

llideapread black markets tor liveetook products have 
been reported i n the past month, as meat shortages have 
increased. Federally- inspected hog slaughter 1n January 
wno oubatsntially lese than 1n January 1942. Hog prices 
agn1n have risen close to the season's hi5hest or early 
Oc t ober, a nd packers' gross margins on pork, as computed 
by the Department or Agriculture, are below even the un­
orofitable levels or last summer. 
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Cattle slaughter also has !allen ott, and for 2! months 
has been leas than 1n the corresponding period a year earlier. 
In December, total d ressed weight of Federally- inspected 
cattle waa leas than i n December 1941. (See Chart 6. ) 
Since beer ceilings were imposed last May, moreover, the 
oonthly average l ive weight or cattle slaughtered has been 
l eas than that or the year before. (Lower section or chart.) 

Among the reasons ascribed for meat shortages and mal­
distribution are the folloWing: 

(1) 

( 2 ) 

(J) 

(IJ.) 

(5) 

(b ) 

Inadequate quantities in proportion to t he 
increase i n civilian purchasing power; 

Allocation or 25 percent f or t he armed forces 
and lend- lease; 

Price ceilings on beef, whi oh have di scour aged 
cattle reeding to customary wei chts ; 

Renort~d heavier slauentering by taraerc and 
uninspected plants. 

Since uncontrolled livestock pri ces at ~gh 
l~vele preclude profitable operations , 
pac&ere are processing jus t enoueh to enabl~ 
maintenance ·of plants and labor forces ; 

Restaurants can afro~ to buy meat at black 
market prices since, as t heir menus are not 
subject to price ceil1nge, they can pass on 
high pri ces t o customers ; 
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Government plans to remedy the eituation include nev 
and apeoitio dollars-and-cents oelll nga over retail meat 
prices by the end or February, and rationing ot all meats 
to include restaurants, by April l. · 

Programs to increaee rood euppli ee 

Lend- lease and military requirements, accor ding to 
Secretary \•liokard , have absorbed 13 percent ot our 1942 
food produc tion, with about 56 percent ot thie ~ount going 
to our armed forces and 44 percent tor lend-leaee . For 1943, 
he Pati mat ed that 25 percent or our rood production will be 
nePded ror these usee, with an even division between the two . 

In recognition ot t he need to auement food and tiber 
su~plias, the !ollo>nng programs hAve been announced recently 
by the Secretary: 

(l) A plan to provide ~100 mi llion& or incentive pay­
mente on eesential crops. cubject to Congressional 
appropriations; 

(2) The Government l>'ill buy the entire l9if3 pack ot 
rour vegetabl es and will re-sell it to canners 
a t l ower prices ; 

()) 11 8peo1al war-crop advances" in the form of non­
r ecourse loans and additional credit to finance 
other production have been authorized through 
the Regi onal Agricultural Credit Corpor ation; and 

(4) Selective Service regulation& have been amended 
to permit more tamers to re:DA.1n on farms; and a 
county-by- county survey or the !arm labor supply 
baa been announced. 

liar output boosts production index to new high 

During t he past week the WPB r Pvealed that munitio~a 
outnut in December was running neat•ly 500 percent higher 
thM at the time or the attack on Pearl Harbor, with the 
index or muniti ons output tor the month Jumping to 497 rrom 
435 in November. 

Despite the rise i n muni tions output, total industrial 
producti on in December actually decreased about 1 percent 
due to lower output ot nondurable goode and miner als. 
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Ho~:ev6r , this ecall dP.cline \las less ~han seasonal, and no a 
reeult the FRB adjuoted index or production rose to a nev 
'li ::;h or 196 as 6oCI!)I\I'ed w1J;h 19~ in the previous month. ~li th 
results for t he final month of the year now available , it is 
of intereot to note thnt the FRB index or production for 19~2 
r verQ6ed lSl ns comp~~ ~ with 156 in 19~1 and only lOS in 1939. 

Although f at& covering J anuary industrial production are 
£t1ll incoa;pl ete , Barron 1 e Heekly index or liusiness acti v1t7 
durin0 the period for ged ahead to n new high. On the oth• r 
hnnd, merchant shi ? complet i ons during the month dropoed to 
106 from 121 in December , due to shortages or steel and 
,ropuleion equi pment Md the r etarding effec ts of severe 
1:enther conditi ons in northern shipyards. 

~actory en•loygent and oayrolle a t new oeaks 

The lonr:; U'>S,.i.nr in :factory employment nnd parrolle 
continues , 1 i t h datn l"ecently released :for December revealing 
fu1•ther [;nino over t he pr evious mon t h of 1 . 5 percent in 
~c:>loyment nnd 3. 1 ~ercent in payrolls. (Bee Chart 7 .) 
Dee?1te the fact t hat factory payrolls 1n our first y ear of 
• = rose 1·6 9ercent L'.c com-oared ~·ith a ea1n of only 15 percent 
in eooloyment , the continued rise in the cost or livi ng is 
br1n::;1nt incr asin::; prpssure from labor organizations for 
hi t;her va,...e 1•a te a . 

Substantially h1p;her \/ll{;e s are being demanded for coc.l 
~'liners , nnd railroad t:orkers hc.ve demands pend1nc; for 1:age 
increases lll:lountins to as much ac 30 p ercent in the case of 
t h e operatins unions . l!oreover, t he President or the United 
Autooob1le \lorkers recently urged the abandonment of the 
"Little St eel" ;·ace formula and the adoption of "a r~alistio 
formula reooBnizing an advance or nt least 30 percent in t he 
coct or living since January 1, 191>1 . • Under the "Little 
Steel• rormula , the \ILB he.s a11arded ~1age ' i ncr ases sufficient 
to compente.te for a 15 percent rise in the co t of living 
l.'hich occurred bett:een J anuary l, 19L1 and Hay 1942. Actually 
~.s oeasw•od by t he BLS i ndex , living costs in December 1·ere 
19 .~ ~~roent hi gher than in J anuary 19~1 . However , by lns t 
llovember, · average tleekly earnings of factory uor ker s as cal­
culated by the !HOB ~:ere neru.•ly 39 perc ent hi c;her than in 
J nnuru•y 1941. 

:·c.tional income neyment.s shov further ex'Xlnsi on 

llith salari es and \'agee , the dominant fnotor in nat1onnl 
income payments , continuing to rise, nati onal income payments 
moved U 'l to ne;: hit;h levels in December . Durin(; t he month 
pa~~ents ntta1ned an annunl rate of $127. 9 b i lli ons, as oom­
?rr"d With $125. 2 b1ll1ons i n ?:ovesber and only . 102 .0 b1ll1ons 
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in Dec~ber 1941 . Payments tor salaries and wages in 
::>ece:Jber were nearly 30 percent hi gher than a year earlier. 
It i s o! interest that cash !arm incoae in that month (in­
cludinG 3ove rnment 9aymentsl was 31 percent h igher. 

Depart ment s tore stocks decline 

In the !ace o! mounting i ncome payments, retail inven­
tories have decl ined. Thus department store stocks, which had 
a t t ained unusually h1gh l evels around the middle ot last 
y~>e.r, in DPcsober showed another substantial decline, and 
t~e FRB adjusted index ot stocks dropped t or the titth oon­
cecutive month . (See ~hart g,) By the end ot December 
dr~artment s tore stocks were only 11 percent above 1942 ~· 
levels, in marked contrast to the extreme gain ot 71 percent 
shown a t the end ot last July . 

The decl ine in department store stocks during December 
reflected a record volume ot Christmas buying . However, 
<1ue •o the unusually high level ot sales already attai ned in 
!1ovel!lber, the December sales gain was leas than seasonal, 
and t he FRB adjus ted index of sales actually dropped during 
the month . (Reter to Chart S.) 

Department store sales gain narrows 

Despite a lees t han seasonal decline, department store 
sales in January were only 3 percent above year-earlier 
levels, as compared with a gain ot 13 percent in December. 
!·:oreover, since average l)rioes or t ypical dep~o.rtment store 
items at the beginning ot January were 4 . 4 percent higher 
than a year earlier, the physical volume ot goods sold 
actually tell sl ightly below J anuary 1942 levels. However, 
it should be remembered that sales volume at the beginning 
ot 1942 was swelled by heavy advance buying , thus recent 
sales figures have been compared wit h an unusual~aot1ve 
J)eri od. 

Cons1etent and substantial regional Tar1at1on is re­
vealed in recent weekly department store sales figures, 
w1 th the wee tern part of the country malting a much stronger 
showing than in the Nort h Atlantic coastal area, where 
gasoline and t uel oi l short ages have been a cont r i butory 
adverse factor . Thus i n the 4 weeks ended January 30, sales 
1n the San Francisco, Dallas and Kansas City Reserve Distrlc 
ran 15 to 26 percent above the corresponding pertod a year 
ago, whereas the Boston, Phi ladelphia and New York Districts 
showed declines or trom 2 to 7 percent . 
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Stock prices and trading activity rise 

The s tock marke t during the past month has shown 
1ncrensed activity with a rising prioe trend. After 
strengthening noticeably in the last week in January on 
an increased volume or trading, the Dow-Jones averages or 
induatl'ial, railroad and uti lity stocke all reached new 
hif'ha oinoe 19~1 at t he beginning ot laat WMk. Subse­
quently a alight reacti on eneued, but p~e declines were 
smlll and trading continued relatively aotive. 
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At the end or last week industrial atook prices, as 
,eaaurPd b:.r the Dow- Jones averages, were up 35 percent fran 
thf' low t ouched in AprU 19~2, and were about g percent above 
the l Pvel prevailing just before our entry into the war. 
Industrial atook prices in London also showed further 
Rtreng t h i n the latter part of January and att ained a new 
hi~h for t he entire war period, although a ali ght recess ion 
occurred lnat week. (See Chart 9.) Prioee in London at 
t he end or the week were 26 peroent hi gher than on the eve 
or the outbreak or war in Europa, whil e i ndustrial s tocks 
on the New York exchange were 6 percent below the pre-~tar 
l evel . 
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DEPARTMENT STORE SALES A ND STOCKS 
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~ FOOD SITIU.TIO~' ~ OUTLOOK 

Cornd l Film ;.nd HOJOC \fcolt - FcbMol' ry 4, 1914} 

11". I , l(yora 

Up to cl.'t< in tho pt . aont \Jt>or, tho food ~roFrOlll ot the United Stntoa 
r. s b:c.n oonohtcntl over o timi c . J.lthous dotinito improvement hns 
.cJurro n ruoon wco s , th~ro ~ro na yot no convinci ng aigne ot tho rocliec 
.'ilioh th< foc to of tho proscnt situation roquiro. Tho onl~ rcaaon that 

J riOUS difficultl' S h~VO not e riaon soonor 11 tho &tOAt good luck of n SUO• 
~.ss ion of rcgor~~~rc~king hnrvcata . Thotc gr~ut 4ch1ovcoonta hdvo boon 
. 3 .. possibl e. by oxtrcooly r~vorcblo ~toethor 'but \fOro only r eo.l i&cd bocnuao 
r r:> 1"-.. !lica O>Ldo up for tho shortfgo ot hi...e l abo r b~ long hours of hord 
.:; rk. In ocny c .aos they put in tho cqulftllcnt ot two t orty•hour weeks every 
$t., ... n J• ya . 

Th' &rt' t cat Gin;lo c~uso ot this ov'r optlmiaa la the paxehol ogy gt 
s~r~lus~ the widely ' ubl lci&cd but orronooue 6oliol in tho oxistoncc ot un· 
. 1 .1!~ aur~lUI< I or rood . SYcn ~ot t he publ1o dooa not understand tbot the 
-(:l r .. nt t yrpluaca ot tho thirt-ies vtC rc duo t o tho 1~b111~ ot oon.su:\Cra to 
Suy :..Y.;n thr:. aubnom .1 pe r c~pi~ f ood. production of &t O c'ido . As a ro· 
iUn the M tion 1':.1lcd to r <Y lito th· .t IY.intcn, noo Of full ptoduetion of food 
Is • inpcrt ·.nt ·.a pro<luction of other vit~l "'"·' e~un1t1ona . 

Tho. au?,>ly or sldllcd t:.rm l r.bor h>a dcolinod to n d""f,;croua poi nt duo 
in 1nj)Ort•;nt ac-:.aurc to pri ce control~ ·.·.hich hnd tho offoct o f t"roe:int; 
!.15ricul turo ·~t . aovor o dis,~dvr;nt:x.gc in oompoting f or lnbor 1'1.th wn.r industries 
n<t opor o.tint: under ec1l1ng pri cos . ..t tho ao.mc timo , tho auppl~ of now 1'!\rm 
..... ehi n<. ry v~a cur tr.il od drt.otic .... lly. Govornncnt controls a nd govornocnt 
~ynonta Y~ero conti nued t o limit i)r o.:luetion ot somo import-'\nt crops oven in 
r :t;i ona where t hc. ro ,.,r c no sf!tiet:lOtory&lt o rn!\tivc oropa . Th,o 11ni tti on ot 
.:~ rn ".ore~ c. • .• "r':s contin\lcd r.t l oo.st n • o 11.1 c. result of •ioau,•• 
fi: ~ vc op ng t. oc ~,c r .:. c ~de inovit::~.~lo y price control , wo nro 
.~tin& u;> the l•.r;;oat rood yro1uction in hhtor~ " ' rcpidl~ na po11iblo 
1r.sta~d ot bulldinc r oaorvos t or l oaa ~voreblc yonr• thAt cro suro to coco . 

Th~ auport1 c1~ 1 rc~aona t ar tho prc aent too4 a1t~t1on ore eo~nly 
~Jvn. AI ~ rcault o r th~ pro6TGss1v~ domoro11&,t1on of tood pr oduction in 
'Wt'.rrinc, oountrio1 , the 1"\.quiro!lloc.ts ot our e llioa e.ro 1ncrotll1ng a·toodit.y. 
At thO ~~~· timo, with full copl0~0nt ~t hi&h WOSOio Our civili~n 40QODdl 
fer choic< roode hr,vo inorec.acd subatt>.ntl r. lly ?.bovc tho doproaaion lO"'ola ot 
19}5· 39· Tho por oapit~ oonaumption of a.ot in our rop1dly srowin& ormod 
forcta 1a cbout dcubl o tho oivil1cn rfltc. The oor.ll>1nnt1on or thoao 1norO<IIOd 
do~nda h•• cvortolton ovon proaont phononcnr.l production nn4 roaultod in 
shortotoa , \~ioh huvo boon nngnifiod b~ unovon 1iatribut1on ot aupplioa 
~.rhln& troc pr1oo contr ol. 

r te . 
:-or c -:--l t ... 
J">ot pri r 
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!Ot~O 

1,:r . "~ •.nl t • r 16 yc~rs ;>rl >r to the .>r<scnt ,, · r United St.~tcs t.ll'Or ts ot 
t~ J txc'o~cJ oxport s • 

.. 6:-.in Jn roa,onsc t o \r.r io:It'"n Js , :rood e x:>crta h'".VO i no rc"'.sed sinoo 
1939 · Ho·.ovor , in 19L2 lo<.s c- l cnd f o.>d sbillOitnto to our nllios ru:tountod t o 
'"ly .bout ~no n• l t of tho phonor.ton•.l i nor or.lo in t otr.l 1942 food production 
~b.>vo 19!&1, the b'st prcvi ol.W yG!'l.r in his t ory. Any inoroneo i n f ood, OX?Qr te 
, b·v. the l cv• lo .>t l trill •.ll:loot ocrt:.inly h<>vc t o oo"o tro1:1 rcduood 
e1Y1li".n ounew:t.P on. 

For six oonaooutivo yv<.r s , 1937 t o 1942, tho ~;grogr.to yie l ds ;><;r ooro 
:t OnltoJ Stnteo oropo oxooodod eny yc~r in hiotory prior t o thia period, 

::,Q 

'Khi 1 c hybrid s oed corn, bpr ovcd ' roduction i)rt.otioea end ooneorvr.tlon -:eio.auroa 
cc"t r ibutcd to thio t r.vorr.blo r e sult , tho ::1~jor too tor ""' unusu• ll;,- tr.vornblo 
·:<>thor . Thcoo oxtrotwly hi;h yi cl di rooult od in r ooord- bro•.li:in;; c rops in 
~~ito or .:.n c.c i"Ct.SC aoocld\nt bolov comr.l . 

It hrs b'on ~••crtcd by ~n ¢Qinont ~uthcrity th~t ?resent ahor~gca 
>. .. , .• ' courrc1 in •:>Ito ot the f'!\c t th>t tho Un!tod Stnt oo 11 ox;>ortl.ng only 
' lr .s m>eh no. t •.nd 'Vli:ln l products t o our : lliea ne during World W~r I. 
!h:. au~cs t1 on ~r.e rr.dc th". t this short "!f)O should be co rroot od by inoroo.si~ 
liv.:.st.•e!c nu:-l.bcr1 to tr.ko c~rc- of ' rospc;etlvo noode . 

,, lthou~·h in rol ... t l on to ;?Opulr.tlon, llvoatoclc nunbcra declined sovcroly 
fr ~ 1919 t O 1936, thO)' h>vo i ncro:sod oht r el:f frOD those l OW l ovo ls, t ho 
h rc<ot s•. in, i n hoga , bcin;; no•.rly 50 :>or cont . This oxtroDoly rr.p!d f.oool or<>­
tlon l n livoatock ( ~r!no1pnlly ho.;s ) duri n.; tho pr coont rltlr wea nndo ;>oas!blo 
by •. sucat.aaion o f pht,lnO:l(l n'\1 o ro~'s '\nd eti rzulc-.tod by vory rc.vorc.bl o price 
r .. t ios . It rc.sultc4 i n ~- ;,oro rnpid incroc.ao i n aont outi)Ut thnn i n World 
.• . r I t.nd brnu~ht our 19112 ?GT c ·.pi t o. ,,cnt pr oduction up t o the l ovol or 1916, 
tho hi.;h••t yo~r ainco 1908. Bo\?evcr, "ill th hich ,.,., • • >nd ooiling ;>r i ces , 
!>!\1\nor de,• ni h~• ko;>t ;r-cc ·.:i th this incrcoei n~; eupply . 

I n .'\ tliti~n t o rccord- brc -...t.ing prioduc t l on o f l lvoatock product,, tnmore 
lr.: ro• a,J invcntor!ca c f l!vost oek cbout 10 ?Qr oont durin& 1942 ~ni turtbor 
ex> nsi~n In hosa r.nd p->ultry h!os bocn e<:.llod for i n 191<}• I t 11 probebl o 
th t tho l!voot ook ;>r oiuotl on no• ;>l r.Dnod by r r.mcra in 19U} will consu::o dl 
·r tho onor::10ue t eed. pro·Juc tl on of 19112 r.nd roduco tho o>rrt"vor in tho fl>ll 
of 191;} belen ?rcaont lo .. c le. !W<.n V tho ;>ro:luot1on ot tood oropa in 1943 
! o up to tho hith loYOl ot 1941, it will bo nooeaonr,y t o liqu1dnto oo~e liYo­
otook, upc"l.r.lly ho, a , durint; 19114. Coauquontl:r thor• 1f 11$-tlo eouibllity 
o lncror.e 111'oatook rocdvotio:o c.bovc roecnt l oYola ~nd oontitor~blo 
probnb!l tr o eoao r oduotion. • 

In "-'ldlt1on to the r equiro:.onto of our alUu, \"11\ioh will continuo t o 
1no.-o·.ao , ovory country ro;r.inod f'roc. Axi.t control wil l bri tt() i nora:-..aod don!U1d.t 
for rood. Honoo , tho f ood rcquiroconts ~ioh Duet bo 1:10 t l orgoly by Onltod 
S t.~".toa tnr:wrs ... ro cer t ... i n to 1ncre<":.so durin; the r c.Ol't'.indor of the wo.r ~nd 
~ill rc• oh ~ ...:ximm r. ft<r ti;;htlnt; ondo . A tho ht of f vcdi tho at e rv ! n 
~illl ~ns c t Euro~o on ~ .1 rcducts 1 • 8 noo ~ny 

(!r~· so in-; ~; • ox" rtt ~us o not tron roducoJ o1v1 11~n oon.uopti on , 
:•~".r<."lt th~ t ""· r lic<: l ch-.n&Cl in :'r-o~r--n h'ls booooo i "'"l?Or :l tivo . 

Regraded Unclassified



• :2': .+ Sl 
r:.y c .n.structh•o e tops h:wc. r coor.t ly be. on tnk.:n un~or tho cont~.li&od 

•. t r 1 r tho Soo rot•. ry of 'E;rioulturo. Tho ""''?h~sie hna bocn ohO.ll<lOd 
!'r •. ~ r1._:1".i ;>ri~G oon r ol to the oet~bliahnont of nocosei'.Py ~7r 1coa to o~blo 
r r , r a to rut .in ouor.ti •.l l •.bor "Jld m int , l.n f ool! production . " oonatruotivo 
tUtu!, t,·.d f ood ;>roblona is ~lao ah0\.'11 by the dofc~nt of ouontir.l 

sklllol f . r > · ~rkorl , by otrorts to l.nore~ao tho output of now fern no.eh!ncr y 
. • ~y ,.l:.ns f or tho r ccruitnont •.nd tninillb o t foro 'M)Pkors. Rostrict!ona 
~ c r:1 ".c r C"' . .;G h .vo been r o::ov·ed end to.vor~blo ;>rices h:\vo boon ost~blishod 

to hcr.o"'.so ~'r.:o !uetion ot bt>ort::.nt cro,a t o r di roc~ hunt\n oonaunption 
, 11 o r.:~& , i>~t·. t l'IOG :\n•\ awoot pot a. too a, bonne r.nd vot;t~tf\bloa, 

H.:·.u .. ·•c. r, :>resent ;ll ,.n.s still econ t o cf\11 for r. fur ther ovor n.ll i ncr onso 
1~ ro tucticn or both livestock p roJucta n.nd crops o.bovo tho hiGhest yo ... r in 

!':ht; r y. Whilo r. cont1nu· t1on of r ecent rocord-~rc:lk1n.; cr oi)a ie t o bo ho:>ed 

f,r , it Is n •t •. o• fo b:u1s for w-.r tino ;>bnn! DG , cs;><c!dly in v!cl7 of 

'~ r t· 's tt-f f"".rn l "'.bor nncl D!.chinory nlrl the extrcoely te.voreblo yields or 
r .. c:..r.t yC"'. t S . )le-W ia tho tlno to rt-:tkO , l n.na f or thO boat \110 Of our pr o12;uot1vo 
r~a urets r n '! fe r nccola:lry ch:U\bCS in o1v111nn eonsuo.pti on i n vlow of prea(lnt 

.r. 1. : r .;.b .blf;. f'\lturo r oquironcnts. J.ftcr nnkin6 g;enor oua pr ovision tor thG 
1T \'J.l f t•rcos of our aolvca nnd our nll1oa, ? l o.na should be nAUo t o r civil i nn 
c.nau..,,)ti :m th~t nro bnat.td on ron eon..'l.b lo r.1inim.m roquirei'~nta r ntho r thr.n on 

1-t~., .... s th".t r.r o n e;,t likely to bo roo.ll&od, 

Tho or.ly "otC.y to •~v• cuch f ood 1s to reduce civ!ll.nn cona~~:;~;>tion of livo • 
Jt~ck j)r c:lucts aovor•ly Md 1nercn.so the uac of t,;rc'.ins r.nd oro' product-s . I n 
'".!J ltl Cin t G eorQrohonslvc: tl.M severo rt'.tlon.i.no o f not.t o.nd otho r llvo.stock 
;JtoJuo ts , tho publio ahould be toH ~.tt c. t 1t 1e t o bo ccllod upon to Jo end 
Y.1'iy . C!v! li•.ns >till net bo wmilHnc t o :-cl<o ancriticoa thl. t n ro nocosscry 

if thoy un:lorst,..nd tho r or.eons . 

Other f net -or a in o. constructive prc«;rr .. ., for tho production o.nd oonaol"Vt\• " 
tl:n of f ood n r o1 

Pricos shouU be ~•t·.bl16hcd p.cm;>tly ~t levels th!\t ttill stl.aulntc the 
J ... sirod vr<Y.iuetion ct oa aontlr. l f oods . Gu ... rc.ntec;! nininun prices thet nr o • 
t<a il)l unde rstood <.r o Ul:cly t o be !'lcro ottcct!vo thnn aono\lhnt •on?li<:"tod 
h.oetr,t ivo po.ynonta. 

Rvory off >rt nuat be rndo t o a~ intn in tho prooont f oroo of sk!llod forr.> 
l..bor, t < i~eroc.eo it it :"Oieiblo, ~nc! to auppl coont it with nocoaao.ry soo.eono.l 

l~bnr. 

Inauro ~.n~lo prc4t.lct1on of' oil crape , p:»tr.tooa, awoot po·t ntoes, bo.o.ns , 
"0£~\'.bloo e.tld f'ruita by c=ro••tocd foyor~blo oinin= priooa . Uo" tho roat~ in· 
inc ot.v>c!ty t o r lhoatcok production nbovo tho nods of our •= on~ olliod 
soHtors so " " to oupplOCAOnt " £min ~n<l vouetc.blc diot na eftootivoly ns 
jl<laa iblo. Tho oc ntin11<1tion of' ;>rosont j)Olioios will prob~bly roeult in t oo 
t:Uch ~ork in rolc.ti on to dniry pro:luota , poul try und Oi;SS• R~iso coiling 
\'n hi~ ;7r r t cin r oods a.n•l f ood g;rt'.ina t o onoouro.co tbolr otrlciont ueo 
.\·~1~ th\l :teaosslty ot r~".tionin.t;, c.n 1r.tl>OII1bl o job. I ncr onse tho nllot nont 

r ""'· fern .l!.chl.nor y Md :>OJ<o ::nchinca ovni l!>bl c ""on neodod . El!J:Unc$9 
.er ' .•o eontrola C'.nd .. enCJr :\1 -ovonmont 1uba 1~ QS . 'lboro 11 no oe.onocio justi-

. Uon cr o (;CD~!~ \.110 o subeit i os nn thoy ineroneo the: dtl.n&Or ot 
lr.fl•.ti on of f nm voluoa . !lhcct steeles ahoulJ be n..•.intc.inc:l th t 
:. ... ~1 1 .bl;,~ storc.so ct\pnoitr. Tho o;m.or. t 1 oo a o o r At'orlca. e.r o t.)j. '" only 
subatt~,n,t1r.l•Ttt50l"VCI or hWV'.n r ood th"'. t ltClnd bOtwoon EUP!)~O" n pOO?l O ... nd 
St.!,f V'\tlon 'i'l'hc..n the \r',r onds . "Finr.lly thoro thoul1 bo j_)Ubllo rt cognltlon or 

tho • H nl 1~.;>or ~".nco r.n'l or tho ;>t'.triotio s orvioo of orf!e!ont food pN;\uot! on 

ir, \tlr...ninc the ~~r " ' wo ll r.a tho ?Qr.co t o follow. 
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TREASURY DEPARTMENT 

INTER OFFICE COiolloiUNICATION 

TO Seoret&rT Morgeathau 

"'0" Mr. D. W, Bell 

Subjeota Prinoipal Treaa .t.o thitiu in In terna t1Cillal P1eld. 
Dllring Your .t.llaenoe, 

Stabilisation A&re .. aata 

92 
it, 

1 . Liberian A~e-ata 'lhe f1rat purohuu of llaited lt111&d• 
and Wut lliioan eo 1i Liberia by the Stab1lhat1on Pa4 were aa4a 
1n .Jmv.arT• Purohaau dur1Jl& .Jmua~ totaled. ,1,250 pcnmda a"terltn&, 
nlued at ~.ooo • .t.rrans-•ta are belA& -d.a ntb the Br1t1oh tor 
the d1aposal of tbe •• oolaa. 

2, Pro~o .. d asye-t w1tb Il'aaa Purauant to 7our lunoheoa 
conterenoe w lib the~raaian iinieter of Pinaneo 1n Dooaabor, Il'aa 
hu uked for a t'inanoial asr•-nt Wl4or whioh Iran would auppl7 
our rial n .. da againat dollara and we would aell gold to Iran. Wo 
have intoraod Sir Preder1ok Phill1pa of tbe requoat, and ot the 
arrang .. ent we propoao to aubldt to the Iranian• next woek. 

Gold Tran•aot1an• 

1 . Gold •alea during .Jan~a Durlll& .Janu&rT, lbo Stu1l1satioa 
l"wld told about 146 iilllon LiPid to foreign o<NDtriu tor o.-.nt. 
'lhe l arg.,t 'bu7er waa .t.rgOAtina 'lhioh aoquirod. a'bout $18 all.lloo 1n 
gold, 'lhe Pund 414 not purohue ODT gold troa foreign oountri., 
during .Jmua~. 

Ar&antina h ooato.plating oh1ppiJI8 @ou t $100 a1ll1on ot golcl 
fraa 1 t • earaarkod aoooliDt at tbe Poder al a .. ervo Bank ot Iew York 
to Argentina, lfo apeo1t1e roquoet to export haa bean rooe1ve4 rr­
Argentina, but .t.rgaatina haa roqueatod 1nforaat1on troa tba Pocleral 
Ruorn Bank of Bow York on tbe ooet of abipping 810ld. 

2, Gold aalo to CV.bat An ad41t1ooal t5 aillion in 810ld waa 
•ol d to CUba iii4ir our gold aalo acre•••t with tbaa. 'lhh SOlei 
wu paid tar with U.itad Statea ourroDOT d.apodted at the wat1cmal 
01 ty Bank, Havana. 

'' Oolcl aalo to Chinaa ()D Pebru&rT 1, t20 aillion 1n 81014 
wu aold to dhiaa, IJ!io7 aiko4 tor t50 aillion but aottled for 
t20 a1ll1on, 'l'bh 81014 waa pt.14 tar t'roa lbe ored1t ot tho Ch1a .. o 

( Govemaant at tbo Tro&IIUl'T UDder tbo agreaamt of M.arch, 19~2. 
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Diviaion or Kooetary 
Reaearah 

93 

4. llexiou purohaaea or fold rroa Canada, During January , 

IIUiOO purcUUd with U.S. dOl ~a, f~O illlllon in fPild fro. 

can..U. 'lbh fPild waa ah1pped to the Federal Reaerve Bank of Iew 

York to be added to the eanu.rked a ccount or the Bank ot )lex1oo. 

On February 4 the Federal Reeerve Bank of llew YOrk received 1a­

atruct1aoe to reoetva an a441 tiooal tzo alllion in gold in the 

eUie IU.IIJler. '1'h1e ~aaction wu a ade at t~5 Ul ounce atraigbt. 

llexioo thereby aaved our 1/4 percent oharge . 

Foreign BxohUige 

1 . Stabiliaation Fund truaaot10Da in Swiaa franoaa Oil 

O.oeJiber 24, the st&b111u£lon PUJid 41apoaed Of ita OM aillion 

Swlaa trmoa by aelling tb• to the State Departa., t ror t2,2,65o, 

l eaving a •all profit to cover cable chargee . ~e 8tab1liaat1on 

Fund then acquired about 4,,00,000 Swisa f ranca troa Sweden at 

abcut t.2,0. On February 5, an a ddi tional t'our a1111on Sw1 .. t r anc e 

were acquired from Portugal aga1na t fP~ld at the efteotive rate or 

1.2,121. ~e holdinga ot Swiaa t'ranoa by tba Fund now total &bout 

1,925,000. 'lheae franca have been acquired by the StabllU&UOil 

Fund to aupplemet the Swiaa Franc Option Fund, 'llb1cb now h ae a 

balance ot only .,26,000, 1n auppl ying 1he needs of tbe United 

Statea Governaent md ot friendly oountr1ea for Sw1aa frmce . 

Pureuant to your conversation wi th the J.poatolic Delegation 

l&et April , we are n ow a elling 124' ,000 ot' SwiSs franca to the 

V&t1cm. 

2. Hew YS§k -rke t a ~e Now York to r eign exchange marko t h&a 

quiet md ate& • '!!he only ai91Uicant aov ..... ta h&ve been in tree 

Sw1es t'r10ca &Dd Canadian dollara . ~ tree Swiaa t'ranc hu de­

clined fro a a high ot' over t . '7 around tbe fir at of December to 

about t.25 a t tha end ot' January . 'lhe Canadian dollar hu been 

· atrong recently, l()proaobing 1he ott1o1al rate or 90.91 ceota, 

primarily because of u.s. Treuury and Poat Office purohaa ... 

SUvu 

1 . '!be Br1 tiah Treaaury hu f orm&ll y requested ua to Lend­

Laue J.4.5 aillion OUDJea of aUver t'or b oth coin&ge and induat rhl 

purpoaea. We are taking it up with tbe Lend-Laue A4ainhtrat101l e 

2 . ~· .lUatral1an Govemaeot has tranaaitted to ue en in­

quiry on the poaa1b111t1ea ot' obtaining, under a Lend-Leaae 

lrr&ng•ent, ailver tor Australian coinage to be ainted here. 'lhq 

are fP11Di to IUlloait aore data to ue before •• take 1 t up with 

Lend- Leaae 4dain1atrat1on. 
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3, '.!'he Dutch Miniater ot Colonie a haa reqUeated ue to 
mint J)utoh Eaet Indies ailver oo1ne to b e ueed by our occupation 
toroee, 

4. A number or billa have been introduced in the 1118w Congr .. a 
to repeal or aod1ty the exiating a1lver legialation, 

It 1a reported that an aaenclamt aponeored b7 Celler -- to 
the Treaeur;r- Poet Ott1oe Suppl;r Bill prohibiting uee ot Treaeur;r 
tunda in connection with the purch .. e ot a1lver under the Acta ot 
1934 and 1939 wae tentat1velJ adopted 166 te 10, , 

lor\h Africa 

1, Six 'l'reaeur;r aen have jua t ltrt (or are now on board 
tor Rorth Atrioa in reaponaa to cabled requ.at a ror aare aan. 
tro• other agenoiea are alao going, 

ahip) 
Groupe 

2 . French Atrioan ourrenor ia being printed in the United 
Statea a t the urgent requeet ot North African authori tie a, 

3. Arrangemen te are being ude to l1oanae the French African 
account• permitting payaenta ot lUnda troa theee account• under a 
ten-da;r notification procedure which would allow the Treasury that 
per 1od 1n which to oonwl t w1 th the Prenoh authori ti .. it d .. ired. 
Pac1lit1ea are baing aet up 'tor reaittanoea to and rroa French 
Africa, partioularl:r ror our araed taro•• , 

4, llhile the new exchange rate haa alread;r gone into effect 
in Prencb lo,rth and Weet Atrica the adjuataent to thia rate haa 
apparentlJ not ;ret bau ..U 1n the de Gaulle are ... 

5· 'Dle Prea1dent offered to ha'l'e the Ullited Statee guarantee 
the pa;r and penaiona ot the Frech u-.ed toroea, but the Frueh 
authori t1ea di4 not accept thia otter tor tear it would iap&ir 
their ao'l'ereignt;r. Boweyer, the Prenoh authoritiea are looking to 
thia countrJ tor tinanoial a14. The ott1o1al Frueh budg.t oalll 
tor aggregate expud1 turea ot about 27 .5 billion trance with re­
ceipte ot leea than 2.5 billion franca. 

6. A o-itt .. or the Ccabined Boarda haa been toraed 1n 
Washington to handle Borth Atrioan eoonoaio and r1nanoial .. ttera 
COIQparabla to the lorth Atrioan 'Soon0111o Board 1n Alg1era. 'Dl1a 
new oomai tt .. aa:y b'e replacing the old gro11p under Mr • Paul Appleb;r • 
A oable haa reoentl7 been aent te Algiera intoraing .&aericm 
author1t1ea aa to tha organisation ot tbia oomaittee. '!be Treaaur;r 
Department ia not represented. 
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7, !ftle Belgian ud Dutoh Govenmente have illtol'llod tho state 

Depart:Mnt .ad the Tl'oa.wor that they wou.l4 like to ••• leoal 

ourronoy uaod wben ~er1oan araed torooo undertake a roocoupat10D 

of tneir territoriea. !ftlo Trea~ry haa replied that we are pre­

pared to dUcuu tne -tter with th-. 

Latln .Aaorioa 

1. !ftle Trea.wor Deputaent OD February ~ iaaued rogulationa 

barring all legal and other procoodiaga wbioh a1gtlt 1n tort oro w1 th 

the tree and unreatrioted u .. md operation ot Jlexioan ra1lroa4 

equipment within the United Statoa. !ftlaao roeulationa, taken at 

the r equ .. t ot the Go'l'Ol'llalllt ot Mexico, the State Deputaant, 

tbe Board ot Economic Wartue, end other interested Gonma•t 

agenoiea, are intended to ramo'l'o an taportant bottloaook in tho 

tranaportation ot aaterialo troa Jloxico to tha thl.ited Statea, b:r 

enabling Jloxieo to aand troigtlt ouo loa~d with wu aater1ala 

direot to Uni tad Statea doatillationa, w1 thout reloading at the 

border and w1 thout rou that tho cuo would be ooi .. d b7 old 

oredi toro, 

2. 'lho Treaaur:r 1a oaadiag a aeaber of tho Bureau ot Accounta 

to Coata Rica to aid ill their budget accounting problema. 

~. Honduraa tiaa requoated ua, through tha State Departa•t, 

to aend a Jliaaion to Bonduraa tor the purpoae or 1nveatigat1ng 

tbo1r banking and aonetar:r poei tion w1 tb a 'l'iew to aaltlng re­

comaendationa putioularl7 with reapect to the aotabl1ahaeat ot a 

Central Bank . 

Spa1n 

l. We rooei'l'od a o...waioation .T&U&r7 2~ troa tbe COI8l>1ne4 

Chieta of Statr aeking ua to aaaiat 1n aa1nta1~g Spaniah 

neutrality 1n tho 1ntoreato ot All1od atrateg:r. SUoh quantitieo 

of oil, raw aateriala and other ~ppliao a s are noooaaary to aa1n­

ta1n a r oaaonable wartiae ooonoa:r ahoul.d be aado &'l'ailablo to ~paia 

aubjact to all proper oatoguardo, 

2. 011 February l wo roooind a noto troa the Proa1dent otatln& 

u followu •r h&'l'e dioouued turt.ber w1 th tho Soorotuy ot State 

tba aatter ot the UDita4 Statea ourranoy held by tho Spaniah Gonm­

aant . Bh 'l'iewo, 1n whiob I oonour, aro oxproue4 1a tho attacb ... 

memoranda.,• !ftlo a t taoho4 ... oran4ua aontioned ra .... ende that 

tbe requeat ot tho Spaniah ()oyoraaent be granted without requiring 

a pr i or agre-ant by the span1ah Gonrnaent t o tura1ah a quid pro 

quo, 
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1. Chineae exob•nge rate and reoiproo&l lend-leaae agreement. 

(a) Further diacuaaiona have 'been held with repreaenta­
tina or interested agenciea regarding poa'a1'b1litJ 
or reciprocal lend-leaae agre-t w1 th China. 

(b) Chinese haTe been reported to be giTing ·~pathetic 
conaideration to a reTeree lend-leaee agre .. ent. ~· 
Dr. Jtung haa requeated '!'re&eUl'"f ' • poaition on re-
Terae lend-leaee in China 'betore aubaitting plan to 
Trea•Ul'"f• 

(c) Chineae OoTermaent ia retuaing to accept p~ent 
tor auppliea and aerTioea ot the united Statea ~ 
becau .. p~l!llt at the otticial r ate aight appear to 
be exorbitant. 

(d) Intormat1on receind trom Adler would a eem to indicate 
that there ia no objection to Treaaur;y •a doing nothing. 
w1 th r e gard to black market ope»a tiona by .AIIlericen 
aoldiera in China until the matter ia raised w1 th the 
'OD1 ted Statea GoTermaent 'by the Oonrnaent or China. 

2. 'ODited Statea dollar-backed Chineae c ert1ticatea. 

(a) 

(b) 

( o) 

The Chineae GoTernaent haa requeeted that the Tr·eaiiUJ'Y 
..and ita Foreign Funde Control regulation• ao aa to 
perait the prooeeda ot the u.s. dollar-backed certi­
ticatea mich have been iaaued b;y the Gonrn.ent ot 
China to be paid into tree account&, although the 
purchaser s are blocked Ch.ineee nat1onale. 

Trea&Ul'"f ia indica t1ng ita unw1llingneaa to .. end ita 
Poreign Funde Control regulation• to penait euch 
untrees1ng. The State Departaent haa been cauulted 
and agreaa wi th the Tre&eUl'"f• 

Treaaury hae alao indicated ita diaapproTal or purchaaee 
ot cert1ticate a 'by toreignera and foreign buaineaa 
houee a in China. 
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3, Kinion trom China on poet-war guutiona, 

(a) 

(b) 

Dr . Kung haa receiYed inYitation trom the Chine&~ 
Aabaaaador in Waahington to aend tiec&l expert& to 
Waahington to participate in diacueaiona regarding 
poet-war economic queati<Jl&, · 

In repl:r to quer;r raiaed througb Adler, Dr. Kung hu 
been intoraed tbat the probl .. a to be diecuseed are 
related to poaaible international aonetar;r arrange­
aenta •oog the United llati<Jl&, 

4. Lend-Leu'ns aUnr to China. 

(a) 'Dle Chinese have raincl w1 th the Treaeur:r queation 
ot the poeaibility ot lend- leaaing eilver to China 
tor ooina , 

(b) 'Dle ditticultiea inherent in auch request were pointed 
out to the ChiDe ••, 

(a) 

(b) 

0 million trom 00 
0 ••• 

'Dle Chinese h&Ye requested the Treuur:r to allow 
China to draw tro:ra the une~rlced portion ot the 
$500 :ralllion t1nanoial aid US$20 million to ~~~&et 
P&7"'&n ta tor banknotea ordered troa united Statu . 

'Dle Chineae have bean intoraed that the Treaaur:r 1a 
agreeable to aoquieaoing to thia requeat but that 
the Treuury tinda it hard to underatand wh,- the 
Chinen ahould requut an a dditional $20 ~lion when 
the;r a tlll had idle tunda on wbicb to draw, 
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TREASURY D~ARTMIENT 

seoretarr Morgenthau 

Mr. White 

SubJect: Recent Development• Coneern1nr the lxtenaion ot F1nanoial 
Aeaiatanoe to our Allie&. 

1. The President baa approved tb~ Januarr 1 report ot th~ Cabinet 
Group on Polioy Deoieiona Relating to the Dollar Position ot 
Len~Leaee Countriee . (A oop:r ie attached.) 

a. The Britieh Treaeury bae made two .uggeetiona oonoernins 
the dect.ion to hold U. lt. '• gold and dollar balances at 
t6o0-$1,000 a1111on. ('rhe:r did not set the tigurea trom 
the Treuur:r. ) Tbe:r are 

(1) I t ehould be the eubJeot ot common di aoueaion and 
exploration before an:r decision ie made. 

No atatement be made to Congreea ot any policy relating 
to Brit1ah gold and dollar balances until 1t bae been 
d1scueaed between the two governments and 1a a matte r 
ot c0111111on agreement. , 

We hav~ replied to both theae reque&ta that we will be &lad 
to diecuea them with Sir Frederick. Our position eo tar 
hae ba~n that the deoiaion involve• no new polic:r, that the 
range ie aerely a gu1depoet t or the implement ation ot our 
preeent polior. (A oopy of the aeaaage from the Chancellor 
of the lxohequer of Januar:r 19, 1943 18 attached.) 

~ We are waltinC t o see whet tha outcome of these d1acue81one 
will be before initiating oonvereatione with representative• 
of the other Britieh areaa. 

o. Ou.r infol'll&t10n 1e that negotiation• are going forward with 
South Atr1oa tor a lend-leaaa agreement incorporating the 
raoommend&U one ot the Cabinet Group. 

d. Reprnentatlvee ot the Belsian, Dutch o.nd Norwegian Govern­
mente and Free French have been asked to give information 
on their reepeotive gold and dollar poeit1one and are 
collecting the necessary data from London. 

In pureuance ot :rour underetanding with llr. Currie and !.lr. C. J:, 
W11eon, we have dieouaeed the aubJeot of a reasonable reeerve 
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tor Canada with Dr. Cla~~e of Canada and have placed the matter 
before t he Interdenartmental Subcommittee. There is at tached 
a draft o! the report to be submitted to t he President relating 
to Canada's u.s. dollar reserve. With t he exception or the 
range, the recommendations embody the euegeet1ons made by 
Dr. Olarke . We have reduced hie suggeated renge or $400-1430 
million to $300-$350 million. 

Oan~da held $319 million o! gold and U.S. dollar balances on 
January 1, 19~3. According to present estimates they will rise 
to almost $500 million by June 30. Thi a anticipated rise in­
cludes $129 mi llion to be r eceiYed from the British Government 
in payment tor supplies del ivered between t he exhaus tion or the 
$900 million (U.S.) Canadian gif t and the initiation of lend­
leaae arrangements . 

There 1a also attached t he material diawn up for presentation 
to Oongreaa at the forthcoming lend-lease appropriation hearing&. 
The tables ~how th~t the British Government held $930 million 
in ~old and u.s. dollar s on January ll 1943, agains t which are 
apeoif1o dollar l1sb1li ties or about ~240 m1111on. 
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tilt UlllW K':ftt': III.W, u et ... 8 u JO, ~. M eureaaw et .,18 • et ,.u _. • .,,.. kleMee .. 
tellens . 

(Ia .uu .. ) 
• Ge1t •••••••••••••••••••••••••••• 1?11 

~1•• .. ,..... ................. -Ill 

Tille NUl et t'J8 IIUU• ..,... .... a ...,...., et 
trro atut .. tna •• • ,.s., et IIQ 1'1t1 ..... ,,... ...... 
et ... JO lllWM IbM ,.MI"J 1,.... be-. pp ... tMet 
leeJ•tna• wtU s.u- ill •• - h'-• .. , .... • n w s u 
et tutue 1Jl.S. .,. .. bel et -. 1?nt.'M awue ••= ••• 
na utile 'l'el- et l..,_J.e ... ~. tiM Yel- et lal'M *"''' ,.......,, ... t111e fe!'•• ••Jwfl._. et ... tu ... 
....,,. u e1 .. .., .... • MPta1n , .. .,... luaelJ "' • 
ov ...... 1, et 'll!ala a ..._1• la tM ,.•••••• nleetaUel 
..,...., ,, .... ""' .. , ,..,_ N c ...... 

NaJa& Uat NUl •tua ,..lUM U taalt ,._, we •-
t1 .... taaa• t111e llehaMW ... ~~~.w leJ 1?nt.W K'•• PPe ......... 
la *' • ..u .. , u wtU ....... , ..... , 1w ..... lwa et 
1'1tl -. •tue?a .._..w ._, -., eletllsl4 un • ·~t 
...-saa leelu .. et IMO IIUUM N..,.... .. -· t•'lwa-1 .. .. ...,.,._ .. 
IH oy, 
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, ... Ah1ea•e aela .,..teun 1e .. , e~w u "•'•'• 

&:J'eaur Ml" Ute pe-• aU u.. ~ at •~ .uun ,.. 
rear. t•• tt &.U ........ u. -e k 'De OUUaallf nrk11M 
s•• Ahtee wn1a M...el7 -. "ht rea 1a ~aer ,.. .... u. er ' 
the war ,. ...... e r uq *•&a&• er f ... 11Pl •Uaua:•· 

t.eDA-L.ee" .. ,..._ •e a .. Ul Atrlea ••• •lapertaa\ uU1 
~ 1~42. Slaee "'- Ut.q ban 1aareaee4 •••e411J. ta O.k'ber, 
76 pere•\ &r Ua1 W Stake .. ,_,e k a-Ut .llfrlea .... n 
1&~~~1- .. e-t u4 -J ....... , ef ~ •-alU&ai'J 1--. 
uper&M ....... 1q4.1eaM. 'aell &aMI are 1...S..1eue4 k 
Ore&& l!rltalA fer Ute Vain &r llwth .Afl'lea, ht &!117 are 
ab1ppe4 41reetlJ •• Ute laUer .... ..,.. Ill the ea11 ef -
auuarr , ..._., • lar&• , ... , h 41a&rl1Nka 'D7 s .. Ut .Atrteaa 
Oe•e.._.., thro..P a~ e-1a1 aeevll. 

Ia •h• at Ut.e bol'&l aela ,_&laM•• of 3e•tb Mrlea, 1.-.1-
leaM a14 •• &!Ia& e-b7, ._,...,. .. bf Uael1', ._, M 
JuUf1M n forelp neb•i • p1 h. U baa Ma va.a ~• 
peUUeal e .. 14el'au .. ..ae U llllpw&aat ~' 111114-1eaM a14 
-..14 'De utr 'M, tbeH la, ~er, ••1aaee te t.&leatl 
~' Ute 'IJalaa OIYII'r at 11 wu.uaa aaa •ae• "tlaaae• ua. 
,...abaee er war .. ter1ala w1th ''' ~ •••nreee. 

RH •z.t•tlp• 

a. lt 11 I'll te4, ae 1-. ae a .. Ut Atr1 ... Mlw•• 
r..ta at er •- ta.elr pre••• 1a1.-a 1nela, 1~1 ... • -
a11Uarr ~·· •• .... Arrha • a are41\ 'Daele, elthar 
411'11~ .. lMliPMUJ ~ U.. •nta, M 41aentl•e4 
_. uaa\ .... uau .. " *'' .a M atarw at .... 

'D. lt la tuta.er I'll t=4 that a L...s.-Leaee A&r-' 
wltb .... Ahlaa M .... uaW preYl41Dg tar 1eDA-le&ll 
a111tuy eta k *-' _.., u4 l'lllpre&al a14 to the UaUe4 
.natea la ta.e t- ef etrak&le -••tale. 

J. 1M •1»• w••e 771 ue , ... ,, 
'ftLe ,..._, ttanetal U'J'all&-\e wlth Ull llrlUA appear 

*''De n-.. IMne\etnt. lh• the ar1Uib l'l<l'l"' Ut.a' 
ad41U.U 1 ..... 1 ... e a14 M pu\14 aa4 Uta' Ulef 'lie nUnM 
or the ..... eltJ at .. ad.aa •arl ... ..Uar Pill-"• UleJ _, 
11117 Ull IJal& .. u ..... , aet• u4 ullar Ml•••• 1114 ... , at 
the 4eUu r-lph .r Ute aterUaa area •• balai aYa11a'll1e. 

\. 
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TU7 eul .. • Uae ae14 M4 dell.u hel.UJJ&• e1 llnUl AtlPiaa, 
oau-aua1 In zealM4 M4 lMia *leb -...u. ...... at 
lean aa .1.81'&• u UaNe et tile u.tW ~·••· -.., --•u, 
Ule7 ....... tiM ..Uu ... , tlnru '*lell _., 11e _.., tale 
III'Ulu -· ... .-17 Uae ~h *lola Ule llaiSM U ..... 
_., .Ua, MS el.H U.. ..,._._ *lell taleilP l>ee'•l ... &D4 
•••••••1 ... , 1aal"A41aa a .. ~:aa Atll'laa _., Mila. 

a ~4 - Uaat tile eur••• , .... .aun te s. .ue 1..._ 
laue uraaa-•• etw.r •Uh •7 ..,,, er wlUl lila 11tle1e at 
Ula nulla& uaa, M4 k •U7 u.a &l'l'&D&•••• H u k tts 
tU altl1U7 et Sbe put, u Ule -.:La, to ~ tar &oM& Ul4 
aente ... U OrHt 11'1'-ia tate aes tar Uae ~· aa.tH, 
Ula aaaesa et au Uae art•• et •• ~1" .aa..l4, U •-· 
be _,..,.. •• ••U ae Ulelr .. v..-•• us ..... tor tuetp Neb..... ,.. ·-~ .. bela ,_ Ui7 , .. , ot Ule .... J'. , .. 
'ltlhh ... 1'-ia nallee l..._l ... e &1'1'11116-\a• 

au s·nw 
U U rur adM Ulat Uae Qa!W Staha Tl'aaRJ07 1a1Uah 

Ul4 -ss-e 4tenaa1_. •1Ua Uae P1naDa1al reprn•S&Una at 
SnUl At'rlaa, bewuta UMl ... ~&D4 •••enta& tbalr 
reapeeUn &ell. _. .. uar ,..ut.... WMtller or Mt a1a1lu 
,.,.......,. llllola14 1M ... ,, ... with lii'Ulu Ia41a r•••• ...- tba 
4eehl• et Uae State Depu.._t a-sea Ula •..,..U•q ot 
neb preae4RH •1 Ul 1a41a at tble tiM. 

~. ._!rlUeb Co•trUa a.a.h•p• Lp'·X.•!f! J.14 

fttr'J'-e1a -IPlUa ...... -torUa I'HelYM tl.~ -
t2 blut• el1..._1_ .......... ~ ....... .,. 1942. 
A-.*- .... -vt .. wlUl a>&ul&DUal aol4 a.o4 4ol1ar 
W'J .... 

IIH 7 'dl• 

5· ee••=•= '"'" 
Ia _.... te s.a.1-• Uae ,.Uq 4aa14M apea •-•n1n& 

Ula -..rs11r&ate _, f/1 ae14 _. .. uar baluH• te u uu 
~ • .,, ... -•••• lPHalYla& 1...,_1_ &14, u u ...... U7 
t e b .. e a e1- 4epaa et ...,.,...,ell eii'Nt b7 Ule Yarlou 
4epu'-a•• vir'•& ... lat•• atfHtl .. &A• 4el.lar pealUr ot 
Uaeee .... trtea 8&6 &o at•• .... 16al'atloa &o &be ••7• la ..Sea 
\bat pel.le7 e1aaU 1M s.a.1-Se4. n h alae a .. n&ar7 k be 
tat_. ·-•I'Rla& aae -•u• &o atu 1...._1_ at4 1a 
baA-. oraatell, elUler 41r••U7 or t1141r••t17• 
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lt uw ••h=ce rbee .._... tale ..... Ual• ._.UM _.. 

"' ua• ,.u8J ...tt-.., taw_, r ... u.le • ..._. et ..... lila 
talo eeatl'lftU• et uae oau .. l tatee e•- te" tae re"'"'" , .. , 

(e l a.-.u. 1a l...,_le••• uperta et -·uu.., ...... 
(II ) ,., __ , et UNkpo -terlale U4 etaau -

al1U••7 -..u .. u Hel,...U eu. 
(o) Beed•' u rMl,....al. dt et n .. lbi te tSeeue 

.. ,. •• u ... e et -.tau A,_. r • ou &bread. ... ,,,,. 
u Se &Unh•• ... .,,.. Uiat lbe Celllaet ..... 

.. polat e p-•• _..-1, ... ...., taw .. .,".,'"'• et 
lbo 'fi'OUV7 ...... wUb ..._ ne.-.lliUl" et au••• 
... s"eUMe te tlale Celllaet ..... .sua ree,.., te ua. 
lapl-teU• et .-lleiee relatill& •• IIIlo ehn ..-1-, 
U4 the' tale ..... \V7 et talo '1'1' .. 8V7 biro talo •-eearJ 
., .. e te Mtaia ,,... ... et ._ uauet ••U•e *• late­
"• • ••l.r terelp eaela11Di• r•• ... ••• ...... r.. lbo "" 
et *• •'liM-'""· 

Yiee Freel ... i 

irmGii a IGG 
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tbb r.p rneah ..... u ... , ru .UU.oa lll -.... •• 

aY&llable 1114 ... U,l, 4a11aP '-1 .... 1 11111 t-- be~Jaalll 
at war. lll .. 4UI.oa, 0...._ llae .... liM •Ulloa er ,_ ... 
t.- 11t aalea It 1.1. a-.olUel ... ltMr l.a'lnt..ta '' 
... ,. ..... ,, -1'1 .. 1 .. till tehl 4n111 oa 0 .... 11 U,l, .. llar 
uau .. • ,..,_, e1aoa Uae "clulac It ... '' 1296 auuoa. 

Praetlea11F all ef t}al• 4n1a teok plaaa 4u1. .. t ill ti.Pat 
t.o ,,,,.. of llllltUUb-l. •·, blfora tba etfeeta er tbe 
1114• hrk .......,_,, ._.. appa .. at. t ... eaaUoaa --
u\14 la .,.,. ...... af tM a,.te Pan .u: .,,,,,, ..a. a aat 
oontrU11Uoa er P18 a11U.oa ~• Caall4a • • u. 1. ~ellar ,.._ 
I OUPIII '117 tAl 01111 Of 19'1· 

Oarrlat aspeetatloaa .,.. tor a ... t1Rae4 r111 11 Osaa4a'• 
IMI141qa of 1114 1114 V, !l, 4.tlare. ... • .u.·a " pr.-t 
.. u .. t n t heF '1'111 rlu 1172 lllllleft .. rlaa tile OIU'PIIt 
dx.-a .. \111 peri" IP h alMI\ 1500 allllon 'b)' hila )0, 19'J· 
t bll woul4 ••u tll<ot 'b)' tbl 11111 or oiiUie, Oua4a '1'111 line 
loat OlllJ about 1100 a11Uoa If ber pra-war 411lar nellup 
I'IIOIPIII II llllpaft4 tl oa liiPPOYI--' 11 hiP lhPllftC 
poaltlon or .,,,. t1 'blllloa. 

lll Y1M If tblll fal\1, U 'I'll 4._a a4Ylll~l tl PI­
I:UUU Caae .. '• 8 . !1 , clelliP ]llll.tl.oa 114 OIP pOlll)' It 
flnaae1al alll"-· 

'M 9'"'''¥ rp peel y tt e •u-lll• lteem 

l. OoaaltleraU.ea M fl,.. to acraelli upoa • ftllll 
It .-oo-P,o lllll oa. 

All U. I . 411l&P .... l p\1 r..- Ua• II\ lall It 
IIOVPlt lll la \1111 Ualt 14 statll 'be 101114erad 
lltel4e t !lle ,.._ t o -. a\I.U.a" t l "''" 
aat iU'Uia or 1alJ.able a11vlt l.l1 parable 1a u. I , ......... ,. 

• . ... 

Regraded Unclassified



• .. 

,. 
- '-

•o ...... ft411adu.-. -. u_.a.... tMM ... 
..aaauoaa ... tv Hterble •a• ... 1..._1•••" 
•• ,._ lfaltat n..,._ •• ,.., ...... , .. u, ... 
pol'lat ,. , ........ , ......... , ..... hallll• 
..... .., , •• - lUI t lult _ • .,. ., ... 
••••••• , ................ , .. Apllllt-
.... lUI "tbe hllat ...... ,_ ...... •tel'lall .... 
111 tbe _., ...... et ..tu ..... ..u...- t•• 
Great ll'ltlla wblM 1- tbell' U.tUJ tall p 
\be pi'IIUII ef p .... ata ... 

tile Naa•• pN-t at 'r ua. O...U. ..... 1nt far 
t he .._, ....... t at ... 'rate1e ..Uaenlllle lllh ... Uoaal 
t rati.JIC pedU•, -. • ., ldeftlll teM larplJ .... •• tile uau" hataa, •• tlllN rer .. ~uta r ... s.p .. ..._. re-• la t ile "-~~.tate ~., .... perW. 

Tbt CoeelM'''' er t M te)' '''" 

1. 

•• a eta'• ....-all tat .... tloaal fJaaee'•' 
,eetU• - a...n, 111 Mlt t• ••• tetal'laratat 
-'- ...... , ..... , .... !be .. le ... , -

110 

....... u. ll .. , ......... u ••• tallu ...... 
pedlll:: •• ller nar-all late ... Ueaal fllaMlal 
ll'-tll::. aua~ o .... )ad a ........ •• 

"· 

... uteM:tr .. , . , ... llllltat ... , •• .,._ 
~ ...... ., ... - al•et .,. .uu ... 
... Ml ..,.,.utat 0.111a ...... uaaa Mlt 
lUI tiM .. u .. Ita .. • trltll e ftl.• et -wu. ... ..,_. ... 11e1 1 .. , , ... 1r1uaa 
IINS at .. ,. 11&11111. (!~all h ttel' h 
ta ... au .. •• tiM 1900 .uu ... ,an.) 
!be lllaU. ,..... ...... , •• a. ~ ..... t ltP 
........ t.llll' ............. el ... ... 
• , , ...... -...a~~ "' ..... ~· _., .. .. 
.,. llllUr 1260 aUll• fl .. 14 ... tllhN 
Mlt "' , ... 3 

......... _at ... ll,O 
.uu. ~ •.•. tellll' Ml- 11114 -
...... ,. -....ua ... u .. u la ··- ., 
alalna Wlft1lc ..... . 

... ... 

Regraded Unclassified



,, 

... 
1 • 

•• 

4. 

A Uqll14 "''"' ot •~t~~)O auu .. 11 
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.... ,, at "" .... , tor JI'&Nlr , ,,, . ... -
el4arat11111. 

!'he Uoo-tl,OOO a11Uoa ..... 4111414 11p111 
tor the IJIIUet l~oa wwt4 llde u uttl .. u 
" ]lltltr ...... ., 11100-4')0 111111011 ,.,. Cu•••· 

1t CHI ••• 1 ... lMipprep.a.&e •• pe,.u o.uc. te 
Np87 C&II•U.. o. ... -at Ml1&at1o .. perable &a 
U. l . 4oll&Pe .. , et p ...... , troa a1t 1 ... r1tr tal••· ._... .. ..,. ...... , WOI14 pNent tiP'Uier 
&apll-t et 01uta'• • .,ull poi1Uea ne-a-•1• 
t~ Galt .. ltat 11. 

'ftle Clall ... 18a ~·-••'• llllfeiUOII t llat •terlall 
... pl1 ... tl o ............. to \bl UD1h4 11 .. 4 .. 

111 

..... l ..... le&M be llaU ... to \bOll &OoU whlall 
N\1111 t Mll' 14-tUr 1:b.N. tbe PHil .. ot pre-
4uot1• ..... a NU1Mb1e -· llllll a 1111Uat1• 
WW14 lllwllwe a U.S, Cell&P axlllMcl lell te OM1ta 
et 1 ... U.. NO aUUu. A 1111 If tble up1t ... 
Mll14 ...u, be Npa1ra4, peeeO., 111 - UMJ>hble .., .. 

'•!lee 

It b "' atet, &a tiM Upt et P"'•' e1~ 
.._, ..... , tbat O...U'e IJOU aJI4 U.S. 4ollar 
~ .... , u01114 a ot be peraUtect te N 11 .. thall 
lillellt noo auu.. .... .... \ball abod .,50 
aU11oll. 

lt h Nll•aaC ... \bd tel' t he 1)1'11 .. \, CaJuttta•e net 
u.1. 4ol h• , ....... '"'" .... Pltr •at•• be --
114ere4 •tdlle bel' u.s. ••11•• ......... "'""" 
p ,.....1 .. 4 t her 1ft to be ., ... w1th1R • ,..,. t o ...... 
11at.Plac er eall at-le ..... 1uu pareb1e &a u. 1 • ...... .,. 
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COIIFIDEII'l'IAL 

British Ool.d end DoU..r Exchange J.asots 
as of Doconbor )1, 1')(2 

Except d!ere noted, these oro !:ritish 'l'reuuey figures 

{In aUllons of C:OU..rs) 
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1. Gold . . 0. 0 .... 0 ..................... 0 .........•....... 0............. $ 688 
The British OovelTII!IOnt reports that acainet thie gold foreign 

countries hold Storline !\lncls cantinc specific richta of conver­
sion into pold &IIIOunting to appraxinatoly 1)190 cd.lllon, 
(In a<ldition, tho Britiob bold ~Of cd.lllon of e<>ld borrowed !roa 
DOleillt.l· This GOld is not l ncluded in the Sri tish us eta since 
it involvos a definite cold U..bill.ty ot like MIDunt.) 

2. OCtioial dollar 'balances ......... .... . ............................. 24) 
The British Government reports that ajUiinst these be lances 

ore held u.s. rogietered sterling accounts, careyillfl the right o! 
conversion into dollars on demand knd that those accounts on 
Hovtlllber )0, l9a, tho latest date aveil4blo, omountod to ~5J 
million . 

), u.s. Securities.... ............................................... 135 
Ot these securiUes, the llritiah est.i.Qlto that only 1;90 

llillion are readily <l&ltetoble . 

4. Priv• te dol4r bcknces....... ........... .. ............... ........ 2110 
(Thb tii!IIJ'e 1e to.ken troo U.S. Trerumey dote . The l.'ritish stote 
that dollar bnlances .in the hruxls o! llritish bonks c.cting as 
authoriud do&lcrs in foreip1 exclu:nr.o incrensed by $26 Dillion 
bct..,en Jcnu.oey )1, 1942, "hen tho;• nere reduced to en oxtrenel;y 
low lovol owing to the stringcnc;· of t!'lo dollrr position, r.nd 
[.IQco~bor )l, 1942. ) 

5. l.seoto plod~;od n&ainst R.F.C. loo.n................................ 500 

u.s. socuritios . . ...... . .......... . . .......... !j20S 
Direct 1nvostoonta .. . ..... ...... ........ .... .. 295 

6. Brnnehes of British 1r8uronee companies . . .. ...................... . 200 
(Tt.o oernirco of these conpcmieo arc r.ssisned to R.F.c. loo.n.) 

1, 'l'nlata in u.s. held for U.l:. beneficiaries............... ......... 290 
('l'hoso tNata nre established under United States la• znd hence 
tho asaete .. y be unavrllable to the Eritieh OovoTMm>t. Tocether 
~th the d!nct lnYeetraenta pledged or to be pledged ngrlnst tho 
R.F.C . loan, including bronches o! Pritish insurance CCI'Ipcniea 
whoso earnings nro nssigned to R.F .C. lOAn, nnd with Viocooe nnd 
Bro;m And J;ill1slll80n, the;y account tor tho estiute of ~900 milUon 
subaitted to Congress in Jr.nuney 1941. There ere in ·n,ldition some 
snell investments in u .s. ente.,rises which, bc~use of their 
oizo, the British reecrd u virtuolly unanlnble.) 

Noto a In connoction with the toreGoinr, date, ttc British statoa "British 
holdi~o of gold nnd United Stl\tos dollr.rs oro not hold opecificsll:r 
ngn1114t our Uobilltieo 1n ttc United Stotes, but conotitute a 
partinl cover for obllgotions ~nd roopona1bilit1os of (lreot l".n(!Jiituda 
t.nd world>:idc chnroctcr. Oold currcntl<f rcquirod differs troo our 
Crigincl stocks in tht:t it c::n bo nc(!ui...cl on}y by further increuing 
our ovoroeo.s indebtedness. The cnmth of ~)2 a:Ulllon during 19a 
in our cold e.nc! officinl doll::r ocknoes III\ISt be looked r.t ~:~;aillllt 

t.hc bc.cktround or ~ detcrio~tion or 1\;lt.,rly :,) billlon, or 0\"'Cr siX 
tinea c.s g"'ct, in our net overs""" ccpitcl pooition in all other 
roapoc:t.s . • 
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CONFIDENTIAL 

Bat1aated Dollar Expenditures and Receipts ot Br1t1ab 
Smp1re, Excluding Canada and Newtoun4land, 

Januar)' 1, 194~ to llareh ~1 , 194~ !/ 
(theae are Br1tiab Treaaur7 eatiaatea) 

(In allllona or dollar a) 

Dollar Bxpendlturea 

Pa)'Mnta to tbe Unlt~d Statea by the United 1Ci1'8dc.t 

1. on Bri tlah Suppl)' lliaalcna c01111111 t.ente 
(lncludlng adainlatrat1ve expenaea) - net • ••• • ••• ~o 

(tp addition tll~ w1ll tall due atter llaroh ~1 , 
194~ on B.S.II . cOIIIlll1taenta now outatan41na, 
pa,..ent ot t84 alll1on ot Which, however, la 
doli> ttul. ) 

122 

2. Por shipping, interest, fila reaittaneea, etc ••• 40 

}. Por other goode and servioea, urgent or 
ineligible tor Lend- Lea ....................... .. _j2 120 

P.,..anta to the United Statea b)' the rest or the 
Sterling Area (pr1nc1pall)' Empire eountr1ea) ••••• , , . 75 

Pa,.anta to areaa outaide tbe United Statea· re-
• 1r 1na sold or dollar a . ... 0 •• 0. • • • • • • • • • • • • • • • • • • • • !li 

Total dollar requirementa.. . ................ . .. 370 

Dollar Rece1pta 

Receipts trom the United Statee by the ~n1ted Kingdom: 

1. Proa merchandise export•·············· t20 

2, Proa ehipping and 1ntereet • •.•..•..••• 15 

3· Proa otber items • .......... ........... 105 

Receipt• troa the United statea b)' reet ot 
Sterl1ng Areat 

1 . Pro• .. robandise exporta • • ••• , •...••• • 70 

2. Oth•r it-. ••......................... ~ 

Dollar recelpta troa Areas outa1de u.s •......•. •. .• • 
~tal dollar reoeipta, excluding newl)'·a1ned 
gold, ......•............ .. ...... . .. . ...... • • • • • 

Total dollar requ1reaenta •• ••• • •••••••••••••• • • 

155 • 

~ 

~15 
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Note: - In preeenting these figures, the Br1tieh Treasury made 
the following statement with respect to the acquisition 
of gold1 "No close estimate of our probable purchases 
of gold coS be made even for the current quarter. The 
output of gold in the Sterling Area U l1kel7 to decline 
to nn extent depending on the demand of manpower and on 
the nvdlab111ty of mining plante and s toree." If pro­
duction is maintained at the level prevailing in 
September 1942, the gold output of the Sterling Area, 
January throu&h March 194~ . will be $150 million. 

123 

Treasur, Department, blvlslon of 
Mone tar, Research 

Januar7 1~, 194} 

!/These figuren also include the dollar expenditures and 
receipts of non- British members of the Sterling Area 
namely, Egypt, Anglo-Egyptian suda~ , Iraq, Belgi an Con~o 
and Ruandi-Urundl , Iceland, the Faroe Islands, and 
Fighting French territories in Africa und Oceania, S,r1a , 
and Lebanon. The net dollar expend! tures and receipts of 
these areas are amall , 
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Slii!Gfl Y GONFIDEKTIAL 124 
JrlUIII 0.14 ad. Do1lv UMh on le1oo\od. Da\eo 

Aacut ' 31, 19"- ~--r )1, 19112 ' 
(ozeept -· D0\14 Ule tlpfto 
- Jrltllll '"~ ... , 

(ID ailllODI of d.o1lvo) 

J.q. )1, Door. ·)1, Sua. )1, ~c. )1, 
1939 1911o 1241 1942 

Gold. ~· •••• • •••• • • • • • •. • • •• ~. • ••• • •• 2,0JS ~2 151 688 

Official Afllal' balanc .......... ,. r . 50 5ll 54 24) ; .t' -
u.s. aecu:rttlea •••••••.••••.•..••• ,. 950 616 )72" )40" 

Dtr,ct and alae~llaneoua tnyeat.en.te 
In u.s .. lnclu41DC \ruo\1 !or 
U.I. benefletartee ••••••••• , •••••• --2ll2 ..m.. ~· ~-

Total, ................ , . .•• ••• • ),938 1,862 1,)62 2,056 

llPduet oeeW'ltl et and. d.lreet 
--rn;;otmenta lot,rd. a«alnot $J90 

ollllon r ecel?e4 by the Brltleb 
on the R,J' ,o, loan~ •••...••.•.•.•• - -- 2!2 ~ --

~otal, a4juotc4 !or collateral 
lod&c4 agalnot amount ~e•lved 
on R.l.C, loan. •., f" • ...... ... , J,93S 1,862 \,217 1,6o6 

Pri•atr dollar balanc~a ••••••••••• •• 54? )05 310 280 

(!blo lo t~n !rom U.S. frea&Ury 
4tta) 

• Tblo !18Ul'• 1nclu4oo the $205 mllllon o! oecurltltt ple4co4 acalnot tb• R.J',C, 
loan, 

•• fb{o fl~rO \nClUdfl the $2')5 Dillion of dlreot \n?•ot ••nto p1e4ce4 &eainet t be 
R,J',C, lo111 and thP $200 million o! brancheo o! Brltlob lniUl'ance companlee 
vhooo •nnln&• arc aodpe4 to the B,l,C. loan. Qt tM 1500 ,. .... ot -.l"-
IM URns.-~ _ .... -,. .. Jll.MII 1111'1 '• t• w~ns. -saw 'Ill -..w •t~~ "" ~" no o..,....s.. flU w01 'Ill._~ 
u ......... lll\Uil One-' ... tiP .. i , .... ., ...... -· 

\o 1\ ..... "'• ~. 
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TREASURY DEPARTMENT 

~29 

WASMINIITOIC 

February 8, 1943 

~O!WIDIJU TO THE SECRl'l'ARY: 

Supplementing my report to you of February 

1, 1943, the purchases against the North A.frican 

Rehabilitation Program from February 1, 1943,to 

February 7, 1943, totaled $890,493.07, or a total 

• 

of purchases for the program thus far of $13,513 ,928.21 . 

Attached is report giving status of shipping 

against these purchases . 
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Shipped to 'lnte under Load On llend At 1 ort En Route 

Co!illllodi ty From 1! . S. A. At Fort :.aitine \'easels To Fort 

New & used clothing 923 Tons 663 Tons 309 Tons 117 Ton a 

Cotton piece goods 1750 " 1858 " 220 • 1230.25 " 

Shoes 214 " 6 " 40 • 

Relined sugar 4196.5 " 
Raw au&ar 1545 " 
Po'lldered milk 119 .5 " 
Tea 171 .5 • 

• htohes 188.75. 177 .75" 

Copper sulphate 2488.5 • 1611.5 • 
Dru~a 

6.067 • 
Boo s & bookl ets 2. " 
Nails 105 • 
Lamp chimneys 

17 • 
Newsprint 8.5 " 353.5 • 100 • 
Printer's ink .045 • .044 " 
Yach. f inished book paper 2 • 
Cordage & twine 37 .25 . 192.75. 70 • 5 • 
Cotton thread 19 • 12 • 81 • 
Lactose 1 • 1 • 
Cotton hose 17 " 28 • 
~ipples, nursing bottles, eye cups 9 • 
Phonograph records 1000 Each 

Tooth brushes 
.75 Tons 

Waah baains 
7 • 

Stark plugs 
2 • 

S orage batteri es 10 • 35 

Acetone 
14 • 

Benzol 
44.5 " 

Tires & t ubes 86 " 
Parts for autos, tractors & harvesters 4 • 332.75. 

Tin plate 
946 • 

Coal cutters 
12 • 

Totals 11,456.612 5, 297 .544 918.25 2718 ,.... 
w 
0 
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BRITISH AIR COMMISSION 
1788 IIA8eACHUWI 18 AVDAia w---. D. c. 

...... •olAM ItA'--\ le , 71 - A1.ront\ DeepaWiled 

- t or Mel< ...s.4 l'eliii"GarJ 2, 1943. 

!loa .......,..Ule ....,. ......., ... , Zr. 
So •lar7•f~•!reenl7 
U8IUJIGmll, I) .c. 

r.-..q a, 1943. 
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8ti21tf!W XQ1 7l 

A'nn« Jleepe'nw tr- t.1te Pnua •ttw 

t.• I ' 1 'tJwwn 2M 

tJ.l. O,L 

g,,n O.L c..ua.-t. 

'S!Smlla 
Lil>ora t.or CB Y 0.1. Cuaclo -w 
1.11oora t.or m (1.} ..... .._ 

O.L O.L 
O,L Cuaclo -t. 

l4IRCm.p 
c:..n..u pt 26 Ca.aad& Cuad& 

CUllli IWI'I'Ill 
llol t.!Jioro II Lt. IUdA!lo s .. t 

• lUdell• !Qt 

W::l'f!'T\ 
HUdi<>D VI (8) Wut .\n-ica h oetowD 
HU<JooD ID 4 U.l. Caalda ewout.e 
Venture. a• An-ioa 1 1 Atr1oa 

m!1l! Alii\~ Mi tcholl I B) .._. laii&Q 

IUtchoUII ..... .... 11 

IUtcboll I .._. ...... 
<:.= 1 1 111M>clooio Dvboa 

W1o 8coUoT 

( 'fotol 

<•
1
> llizporwd -t .-d 1uar7 19,1943 

( ) lllzporWd ~ -d J__,. 26,1943 

lri U.ll. .t.1r c-..otoa 
...... ,.to D1no10D 
'•""'-7 6th, 1943. 

19 
2 

9 

8 

1 

7 
1 

4 
10 

16 

2 

1 
1 
1 

1 
3 
1 

16 
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~m&-
~1boratar Gil ' 
Ubora tar Dl (A) 

rAIRCmp 
Co.....U "26 

cu:mr llllrtf 
lloltl.ore Yu 

LO<W!§P 
Hod.oo VI (I ) 
lfwlaoo In .& 
VtDtura 

Ill!!! ··q llilobol.l I a) 
111\oboll II , 
111\oboll I 

~ 

liUII ........ 

'"'PPV 10. 71 

At=gtt, peea'rW C)w \he Peuest ltew 

Irk& ' c 'eJwwn 2ad 

V.I. 'O.L 

v.L c:..a.- 1 

V.I. 0..... -" 
7 ..... .. _ 
1 

V.I. V.L 4 
U.L C:...da -" 10 

C..da C:...da 16 

111cl4lo loat 111dcll.o loat 2 

loot &h-1ot. rroo- 1 

0.1. Uuada ........ too 1 
•• &h-1ot. •• &h-1ot. 1 

..-. ..... 1 ..... .... ' ..... .... 1 

••• Ia -- 19 
Jaaa Jo.lloT 2 

lol- 9 

8 

'' 16 
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BRITISH AIR COMMISSION 
•~ r·m·cs· 1 sa ... ,...,. 

.... '""' 0. c. ---
• 

111.• ._ s11-~ oL lr1Uoll Air -.ala 

- .-l.He -*l,T a.-t Jo.·., oo...n.c 
~ ~~ DoliOWT u •' r.-.,. 2, 194), 

,....,. •• 194) • 

• 
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con 110. 13 

tntor.Uon rocet.vod up to 7 A.M., 8t.h re\Jnu~or,., 191,) . 

II' 

IJl!)lflNVJ!BAN. 5th· A. m1neeweep1.n' t.r!t.wlor Wftl .Untd or t.or­

One of B.». C&Md1&n Corvet.tA.I 11cort.t.na &r\ 

••t.bWnd con.ay .,., 1unk by airera!'t.. 3 otncen and 47 n.t.int• were f'Otcued.. 

:::rny aU.tsk go •blPPlnc, Dur1nr 6t.b end 7th roepeat.tcl au.a.cU "" ..,_. ·by 0-

f:oAtJ oG a .._.bound l~Uc cottvoy, • react.Je chlp, 1,500 l.onl, bat been aualt 

""' 5 oblpo (lnollllli.nc 2 w.kon) rl<l> • t.ot.l ""'- ot )S,COO ba.o bHa ..,,_ 

2. MI~IIAI\I 

I.\lf.IW.· £:ne~~~Y c.t.trU!l-lt.1es in recent. rtsht.in; tout.h weat or fOOt 

00 1 IIHS n011 "t.lm& ted u t :)00 • 

JIW!&· )rd/J.th . 2 heavy Japan••• count.or at.t.t.okt north or 

.;IR 9Pj1W19tiS 

!l§T@'I rpt. 7t.h. our tl&htorl1 ono ot '-JUoh 1e aitain&, at.-

U'aiNI ond barcoa In M. FM!Ct ..,.s Jl.!:LGIUII. 5 - dxr&t< oroued 

S.. d.aa.p at. u.st£kl0Rib. 7tb/8tb. A.tronl'\. we·re dN~t.ched -

' .oiUI»f )2), (7 • .. Inc), ISSfJI ond IWI!IOllG ?. , tAt.Ndoro ), p!Utllblota 5· Z&rl.y 

·~rt.a lndlc&fA I WCCIIIM at. tack oa U)Hit1tT in &oo4 YillbUl t.J. A tew e'n-e:l::jJ 

lrt:n/L n .. ovn .o\JU\ U.Gl.JJiD. Ono dcutt.royed.. ~o tll&f\\.• 

~· sill/6th. pALfl<I,IO o.nd other t<lr&OU boolbod by ' 

:-ur.uce• and 12 "•lllnat.on•· 
~· 6th. f1£h~r boaborll at.t.aokad. troopo and M.r. in 

P•~ CAJU)AH.ti, ~T 00 Frut.S a.n4 Sf'AX t.rMI• 

ll!!f&· u.s. ¥1114~ (B. 2~) <~Mo&ed roll .. Y bride• •• 

'··t't'MG£ U alb1 ... t. ot MA.'ID.tUI) Ol'l 4th and Sth· H\U"rlot\MII d•ot.roytd or 

·A··· ... """1 loc..OC.lv .. 1n M,&MDALI.t an4 AXUJ art(ll 00 6th . 
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136 
TREASURY DEPARTMENT 

INTalt Otri'ICII: COMMUNICATION 

DAft 

fO Secretarr ~orgentbau 
February 6, 1943. 

""'" Harold ~ger \l"Vt, 

The following diacueaion of inflation in Intelligence 

Report 61 should be of interest to you: -

The anti-inflation program faces ita moat severe teat 
since ita incept ion. Farm organizations are exerting 
pressure to r evise the parity formula to include the increase 
in labor coste; organhed labor is diaplayinf impatience 
with the Little Steel formula by which wage noreasea have 
been held to the 15% limitation of Januarr 1, 1941 to Waf, 
1942. United ~ne Workers, Railway brotherhoods, and the 
International Ladies' Garment Workers have demanded that 
the formula be revised. 

These labor demands have been given point by the 
inoreaaea, sometimes bidden, in the cost of living. However, 
there have been other contr ibuting cauaee. The interpreta-
tion put on Prentiss Brown' s atatement about the inevitability 
of a 6% annual price rise confirms the fears of many that hia 
appointment as Administrator of the O. P.A. meant some relaxation 
in the Gover nment ' s efforts to control prices. In addition, 
there baa been a decreased aenae of urgency about the war and 
a wave of popular feeling that we are sure to win it anyway; • 
that sacrifices are unnecessary. 

The Bureau of Intelligence suggests that an intensified 
informational campaign, employing some new approaches, seema 
imperative if the present »r esaure of workers for higher wages 
is to be reduced. The ABC' s of inflation must be made con­
crete, and .aat important of all, workers must be convinced 
that the war can't be won on the basis of living-aa-uaual. 
This campaign will be ineffectual, however, if it gives 
workers the im"preu ion that they han been singled out for 
special attentlon or if the fundamental conditions responsible 
for their diaaatiafaotion are n.eglected. Steps must be taken 
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in individual plants and in the nation at large to strengthen 
the workers' identificat ion with the national cause ; and 
these efforts must be part of a still broader program to 
give the nation as a whole a renewed aenae of urgency about 
the war. Moat obeervers are agreed t hat dissatisfaction, 
apathy and cynicism are on the increase among workers. Ma~ 
labor papers have harped on the continued retreat of the 
New Deal, the "abandonment," even the "betrayal, • of workers 
by the Administration. (Pages 13 through 16) 

137 
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CO itT E /I T S 

PRESS ANO RADIO C()f.I(NT 

CASABLANCA AFTERMATH Page 

The prevailing enthusiasm over the Roosevett-Church l ll 

meet i ng was somewhat tempered by reg rets that Sta l in and 

Ch iang Kai-Shek fai l ed to attend and by doobt$ regard i ng 
the rea 11 ty of the G 1 raud-Oe Gau lie reconc llement . A 
number of coMmentators remained c r itical of polit ical 

arrangements In North Africa . 

PRIOfliTIES Page 3 

A rMj orlty of newspapers defended WI I I Ia• Jeffers In 
speaking out against "AI"l"'\1 and Navy loafera" -but tended 
to argue that civilian demands for aynthetlc rubber •u.st 

yield to ml tltary and naval needs. 

NAZ I ANN IVERSARY Page 4 

Oesplte wa rnings that Naz i admlaelona of defeat mi ght be 
hokum, th- press ce lebrsted Hi tler's tent h ann iversa ry 
g leefu l ly. The RAF ra ids on &lrll/'1 and the Russia n recep­

ture of Stallngrad o-ccas ioned h igh optlrnlsm. 

POI'I.Il.AR REACT IONS 

CASABLANCA CONFERENCE 
Page 5 

Bureau correSpondents report that announcement of the 
RooetYtlt-Churchlll meeting proved a "Itt-down" for peopl e 
whose hopes had been raised extr&Y&gantly by the advance 

bu lid-up. 

BEVERIDGE REPORT 
Peg• 6 

Although know ledge of It Is not yet widespread, t he Bever­
Idge soc ial security pl an has eYoktd kttn ent hus iasm among 
moat pe ople who know of lt. Accord ing to t he Bureau ' s l a­
bor and soc ia l worker eorr espondenta , thtn1a a preva i l ing 
bt ll t f t hat It c.an be , and ought to be , adapted f or ~me r l -
can use . 

.. .. u , •• , u ......... ., 
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..... 
Only half the ·~" In t~• u. s. thlnll t~•t unde ~taftd how 
polt~t r-at l011l119 • ol"ltt. kt tMt',... O'la,...;,.l•l"tlr '" ta¥or 
of • «~~~pn~n.lva food retlbftlllf prog,... atld have little 
fear of da"SSaro..a food uorug••· Sygar a.nd coffee ,. .. trtc-. 
tlooa !Mva not piMhad vafJ Mf'd. Poor and WI'IHUOCatedl ,_0 
pte ahCIIW thtl ...,., an:~~ ltt1 .00\lt tl\e food fvtvra 81'1d ar>e In 

special ,..,d of lnfonNtlol'l &bOll\ lt . 

DI:VELOPIHG SITIJATIONS 

.... ., , .... 

A SumMr1 of lnvettfgat ton and analyala 
conduc ted for certa i n O.VI ftl 1 1 1 sued for ~~ 0 c • t, a .. 

. •nd tl'la lntart~et of otl'lar 
Members of tl\a Govern .. nt. 

The per foes cover~'' tills ra~n Ia "'' 
.. all of January 21 U!rOIIt• ... 
ce t "'*''>' 1• ••-P .,.,,., 0 ,.,..,.., .. *JK If I" I It a-t a ted, 

PRESS AND RADIO COMMENT 

c~smuCA JFTC/f!IATII 

Jla\lololMUo ~ ot t.loo c...w- ooot.,.... ......u...t \0 nu oti,.rt.­

al ..., .. an4 Ndio b............, ~· """ -· ,_,. - _.al -

.,.m, that. \he ... u.nc P" Gf'MA.Uc uawoanoa ot &nclo-U.rloan wni\r ... 

l&1d t.M li'OI.ID:twrk tor Mobiw .ui\&'7 aot.ion on \be fi&,btJ.Qc troaw. 

The •W'1Coa41\.1oatl ~1"" aa._..nt. .... ~A>lwadM ... HM.tli not.ha bo\11 
~ . 

t.o U. 4X11 .,.. t.o OW' Ruuian Md ChlneM allleet that. ne&oUa\44 pMOt ~ 

poNlt ww1.4 'be 11..., oo ...,. 1A London or Wuh1ftc\ol:t. 

lfi\.b tbt tim. uoi~ put.. ~r, c.~t.on beta \0 'I'OtH ..._. 

M\.t.e tacUon wUb one or .we ot \M Mabtl.cU..,. upte\-8 ot \hi! ooar ........ 

Mo.t. or t.M. .. ,. at p&1M t.o u:plain \be ebMnc• ot u. lbl.M1aD a c~ 

l ud.• r• on \be c.roW'Id that t heir oountr1ee are not. q~ in war tCaiM\ UM 

AXl-e U a Wlhole. BUt. it. _. plain that. tM-7 WO'lld han pNte.J'T'Ied a t\lll. Unit.ed 

NaUon.e ownou. There -.. a aood deal ot ecr...nt. wit.b t.hll ~ 1n tM 

Bohe SU"'-.aru ._,d t • l a lot. 'ott.t.tr 1n ~rd. t.o that. Atrioan ,..,... ... ,.., 

it 't.aUA and. U. CUabo Md -e-.n theN. It U. preMDC.e ot WO bade" ea 

do aacb to lace.nt.e 81t.lel"'t oerYM erM hM.t'Wn U. -.!Uc peoplM ot .....,_, 

\be pre,... ot \ho tour ~ baw b.-n •~ .,,. poWat.• All1M \0 \hia 

Mn\t.Mft\ ..,. a ..Uer \'Ol.UM ot "'"" tb&\ a w:U,fbd wp..- war o.....U. 

ha4 not. .at.erlaUMd rro. t.M .. tine. 

UnN .. l l.na ot t.1oo Proncb poUUoal •1111&1• - oop~~Mioacl .. - lA ~ 
kDoe Oft17 to .uit.arJ .u.,... ;. -.jori.\7 of c~ia"t.Ot"e t aU t.ba\ ~ 

1\UU.al, procreM W 'Mea achl......t 1ft Util OCIMIICUOD. lu.t. a ~Nlll.e 
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' ......_ 
mMrl\1 .aq,,..Md deep diMppos.m.tlt. t.ha\ no ~" detlftlt.e 80lU\1CID bed 

- -· '!lie Cl~ P1&1A Do&1n ._-, tor ~· "'lo do­

wr. \lro _,1>1&1-. r11o7 ,__ • --.loioa of\- iA Ulo\ ._ 

... • ,_ ~- of olllod ~ -..i \lro .. NUll .. popol.oU-

of """"'.,.. -·· 

,. ,.....uioc .-.q- .. -- u.o .._...-.., .... _ c-u 
OlrMMI 0114 Do Oeullo -u ,..... ~ 01111 ,....Sdo • 'buio for otho\ho 

toUMoraUon. And • ,......r ot Mftpt;pl,. cMploi"M oriUo1• ol JJofth Alr.leu 

po.U\leal. ..,.,..,.._..w 1n pneJ"&l, f'7pio&l of i.hle poin\ of ~.,-.. an ..u.­
\onol ln \lro x ..... Cl\7 n ... .,. ollftlolllloioo oOIItron\!.nc \he -nou 

lftd ll'lUah Ooft,..W .,.. not e&Mld bJ tM ii'I'Mrwrl\lon of 'IU'lou II"'UrPP 

in tM \In! t..d St.•"-• Mil lft&l,aM w ..... tr,t.nc \o .. N1M lone dletanoe 

MD\Nl of ca. al""'-Uon wl\bou.t. reprt t.o * 'fine of \be I"H~bl.• ot­

t1t1W • toM croun~.• 

ftrt or1Uo1M ooau...t, ...,.rUiel, .. , 1a OlODii.de~ m.- - teoWrt.n&, 1a 

1.t.rp ,.,., .,.._. U. wcd.A'-"' or w.t.rHl ~\oD M GoftNOr OeoiNl of 

Al&.U. SMN \&17 lfi&Ute .,.niclial ot bU ori.Uoe •n.lrl ...S. I.Ma •n 

....._... ' " ,...,.,_,. QIIIP&W ...S td. t.b \be SM...,.. t illpt.Ut noe. !M 

~~~ Jhw .....,...., tor Ullllplt, \bat. ...... • • SMN\&17 lfi,&,U l.MlH.. 

..... on\ioo ~ llol4 <Ml• ......... 1111\11 Urq - oll \lro , ..... llo ~ 

ri\N the Nt.ort. tb&t \M ~ftWIInt ebaal4 _.. ..,_ \he reou.• A -u 

..._. of MU.oft.W Galled t or a NOootU•tJ.ota of U.. Stat. Otpa.rt.Mnt. 

O.•U• liP. JNll.t t IMNd.Uoa, ~b of t.be ....,... 41.Mueton n _., ot 

t.be I"'IU.o .-t. Uolt\ Wor\b Atrte& aal \be Cuabl-• OOfttti"'IMt ...._ 

- a -

........... 

PRIO!'HICS 

aubl>tlr .r.clllln.lRN\Or Jefftn ' bl.ut. at. •4"'1' Mid lf&'t'J lo&ttn• occu loatd • 

,,..ah nood of ~"" &llou\ tile .,.nt.beUc Nbblr ~ .,. ""' prtorlt.r 

probl.., wftlob 1\ .,wJ,lJI. 'ltl4l bulk o! the ~t.. boUt ln M'llltpapt" ..S 

on u.. air, ... .,,.. ooncemecl .S\h \be penonall\1.• • imolftd tllld \M ,. 

portotd conruou Mt.-..en t.bu tban wU.b .etu&l. p1'0Chac\.1on probl ... 

~ott. ot t.M nt-.•p.aper clbct.Wdon appeancl ln oonMrvat.l.,. W ant1--.\4ain1.­

trat.ion ~" 1n t.ht South tnd t!.ldwut.. Th••• .wro•• t4nd.cl \oo ... \.M 

l ••u• ., a aat.tAr ot t.t.. publlo• a r1a,ht. to 1nto,...uon, d t'll!tll n-r DtYi•' 

,..~ t.o Mr. Jttf•,.. in 1ft I.Ulfavora.blt llU!.t.. Tht 9ut.W St.and.&N txpNtttd 

a c~ fMlln&s ".UUKN&h Jetfere• apMCh ... not. a.ecord.l.n& t.o Nle, 1t. 1a 

Ubl.J t..o hJ,'t't a .,.,., WholUOM et!ect. &nl1 it. wlll be PNt.t.)' ltntr.U., IP"' 

plaudt4 b7 the A,Mriou peopb .no ue ~ t.o w~t. U..t. \be e:xpei'W, 

t.IM tN.reaacn.u, UM .. \.eU.r uptdiwrw. u. ..-1n& liP t.bt •rb • tM 

prodUCUon li.nM ••• ttw eont.r"''f'er.J baa bMn dn,ued out of \be tlOM\ ••• 

lt. CM1 \. be bu....,fNibtd," 

cltO.l &J"M \bat. ~J'. Jtfft rt had. bMO •ln41tCNtt..• 

that. wr. J eff•re td.&ht. h.a.,. poUt.1cal ub1t.iont. 

-) -
·~ ... , .. 
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1bt &l-ooa ~ch -.n.\44 ~ BerUn durl~ t.brt tiiMk ~ eo.e "'plcloo 

MOna 4Mr'1CM ~.,. - parUeul&.rl.T AIClql Nllto c-.nt.a\ol"w. au.t... 

Shirer Mil ,.....1 Cr&.t\.on, tor • "*'1'1•, eua;eat.ed th,t p>ed.bllit.r \hat u.. 

CerMM .. ,.. -cntfYir« Ru.••lan • tr.nctJt in an effort to peN\I.Ide u to ,.._ 

lu. our Lend-t.eue alcl to Jl\lui ... 

Ra,yiiOI'Id C1"M Sw1.nc ~van~:ed ttM thnb that Cenu.n pesaindea llight. be a d.., 

11\Mtr•t.• prtl)tirat.ion ror t.he l~hlns o! a peace ortenllve. H• •&1dt 

"••• thlt Nnh ce.n t.ake mly t wo lines u Uw! war PI'OtNIIe11 t.M.r e1thtr 

can hope tor a CCN~proa.l•• pe.ee. or tbe7 'lldll throw th .. .tv., 1nt.o d .. t.l'\16-

'-lon whob I INti&)' l lolfJI&IIinc ~ t.hey h.ave lhown, ,.,.n Utin& pi e.nc1 

bactAria, t.o brine clown £\&J"Opean chilbat.lor'l 1n a c ruh t.f'OWI4 U... ainc:e 

Dt:~pl.\4 wcf"' cauUOM, ~r, aon ed.horlal ce...nt about. (i.e~ ooo­

U,._. lO bt 1\et.w::hq opt.i•hUc 1ft tone. the t.en\.1\ Atlnl'NNII')" of 1Cu1• 

occulon.ct • IJ"donlo obMt"YaUoaa t.hat. tbe Jtu1 a\111 h Mt.t.inc tn UM sut.. 

fbe St. . Louh Polt.-Db~t.c.h, tor exampl•, noted that, "In pan 7, .. _..., thle 

ann.1vtrla1'7 h., been ad~ tor Wlinhibited bout.ina ancl con!'icl•m procll ..... 

!'hen • • none o r th.h c'oeknr.neaa in the ceN.ItOftiu 7 .. t.erG~. Th• -. 

phuh .,,... all on Qri• • •min&• that lon or t.he war would •an the dMti"'IM> 

Uon of o.,..,..,..,, ancl on •av-.ge thr ... ta a,s:&inn alt.okeN and eabot.n.N. " 

- 4-

.. .. 

.u-s \be a-4 AI"'IIIIJ''I tlnal <MUftt&r~Ce ot S\&l..in&n4 ... h&Ued u a o ......... 

'olOII to K1tler•• preaUp. In a &-:re&t. _, ~t.a, \.he lu1• .,. ~ 

,.,.Wid .. ••ptra\4, wU.b \ohlt
1 
u-bo&.t c..-.1&D ~ M 1M 1M\ ..,.... ia 

\lo<ir ....... 

POPULAR REACTIONS 

t4SAGU .. CA COI!fl,'?U;i 

Th• aavanct annwnc ... nt. that. &Nat ,_.. wu t.o bt uptoe\Ad on T\le.o_, ,..,. 

nin&, JanuAry 26, arou••d rat.her ut.n.vaaant. u:pRtat.lOM. Tbt SU.rttu.•• 

tilld .,.p,. .. nt.at.1"' in ..t.o•t All part• or tbe count!')' "pol'\ that p.ople 

uperUneK e01M It-"'• ot d.S.•appolnt.Mnt 1n t.hllr 

or the Roottn1t. - Churchill _.t.ln&. 

tb•n l • no eucc••t.ion in \ob4l tlt ld Nport-• t.Ut. tbt pubUo ..,....u, fal.l.ed 

to a,pplaud. \.be ,.,..111MM'• t.r1p or to ~u \.bat. 1t tdd..,.. 111p1t1MM 

--·-' IJ>o .. -u-·· 1a Nla­nwlt-1. I. &ood. Ml'l1 PfO~'• boM'ft-l', .....--

tloo to tlloo1r - unt-od bopoo. s- dl._tA- - ..,-, IW 

1 • ..__ .... ,4>--J.Mrloan ft&~ of the _.Uacl hopt W .....,..,.. 
eau~P 1 1 OftT - ,..._,.. 

t.h&t. a 1\&P,_ Un.1t.td Jfat.iont wa.r cOQDCU WOtAlA bt o,.at.ed. .t.coordlnl \o \lie 

-•-• ... wicletpNacl onr t.M abeeno• of Pl"Mltr S\.UO ani f1tl4 rtporttrt, ..... 

O.no...Uoti.oo 01110111 Kai..s!l'k• 

........... 
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The rw.. of tM nppi'OC~ bet-.n QentralJ Ci.NIIId andl De O.U. aleo-.. 

culOMd ~ op"tdont of d.happoint.Mnt. P~ople t ald \bt7 had 1lopect tor 

a .,,. t&J~~oo,..achln& and tenuUonal •ol\IUon or Pr.nch poU tical dift1ftl.U.tt , 

porU of u. tteld ..a. It ..-. d&Aittcan"t, n.wrthel .... , \M.t ..,... np.. 

nMn\at.lY•• ... ponlnc rroa u . ,.. ... , aU but orw took not.• o r • J.ap betWMn 

popula.r ant.1clpat1on and reall\7. tb• eonMruus or opinion 1110n1 t.hu wu 

that. tM bd.l~ tor '-be .,. .. bad bM!n .....tl&t uct .. l .,. W ~ detru\44 

troa,. rat.bn \han e*ltd t.o, ;:abUc -,~,..daUca. of \be C.aablanc.& _.t.i.nc. 

fCVCO/Dr.c PEPOIII 

Knowl~• ot f'rhtJ.n• • Bev•rid.&• report. doet not appear t.o be "''17 1dd~ 

ap ,..ad 1n t.be Cnh.M .St.•\4-1. Social ~rbre and lAbor ld.it..ore report., a..o.rr..r, 

\.hat U..n ia a tt.l.P •uu.n of -.\JN.t.l&M tor the PIJ'POMI ot tAl• aoci.al 

tec\I.J"lt7 proa·...,., '*"'"'""it b kno.n ~ ~1r cont.tcw. 

TheM corr.•JlOnd•nta ..... "keel N ctn\l)* b)' U. Bu.r .. \1 of Jnt.ell1Meno• to 

coa.nt on NaC:\..lonJ of people 1n t.helr e-.miti .. to UM 81Ytr14.1e pl.en. 

~ _..,..,.. ot bo\.1\ pMela, theN .... acre-rt al.-o Ut.at, .._,...,.,. t.ht 

Ple.n 1a kn(M'), thtn 1a • pronounc.s f...Un& that eo.ethinc or u.. eort 

•hwld be adopt.ed ln Udt count.17• 

the oof'1"1•ponclent..a ilwilcat. 'that, .e>at of all, people 1n t.Mlr c~UH 

-.nt Jobrt an..r the ...,.. -.xt \0 .. WrMte of "Plo,...nt., \bt1' 4u1N 

prot.ect.toa ~h pertoclt of ldl...,.tt or illne.. •tn. on.dle to pn. • 

-6-
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tM pt.u ~ \0 o~, 1.a -- ,...,..-t..e, GM ot U. ......-. ..,......,. 

tlOM .alcb .,..., ,....,.. of people hope \llt.at U. _,. wUl .....u.. 

n 1o ,ononll.T recocnlsod th&• t.bo ftriU.ob pl.u -.14 no• 1o aU ..._ .. 11\ 

\.be nMdt of tAle OOWI\J7 - 1\.t ni~Nl.a\44 ell,_,.on, for ......U, .,.. .,_ 

low. 811\ , ae:col"'lltw \oo U. corNIJ r1 u, l\ iaftW. .....t .. of _. .. ~ 

ciol _.,. p,......, -.loeb tho7 - ..U prooldo • -- - -

""'!: w. tor ""Shen, brc>Mer cow,... fo:r WWIIP!CIJ'Wnt, lllnNt tftd ~. 

lal'l•r crantt W dtpern4tnt. chlldnn, be\\.tr pudianablp NC\I).at.lone. AM 

t.!wJ .,.. condtlctd. \bat 1t. abo.ll.cl tMI ~ t.o S.l.WS. , .,_.., ...Ue 

...,lOfi<M, prot ... looal .o:rkt:rt, .-1\ w.u..-a aDd -.a.r •••U• coll.U" 

lf'O\IP•· 'ftl.e cU.ff1cult.1" or t'l..Mnctnc ud edl4nit"terlllt Neb • ~ 

aoolal t.C\If'i\.7 plan are Mnt.ionlld b)' UM co,..tpon4tn\l, ~ .,.. not. ...,. 

• ldered 1nsur.ount.eblt . 

npor1.t b \ .bat. •Unn&• -...t. be aanwd .,- .-.t, aocl lOU of tolkt _ ,, 

tw .. t. u.nleaa t.MJ 1\a.,. ~·· BUt \M COM~ of opinion ...... U.0. wrlt.lae 

t.o th• Bt.lNat.a •m t.h1a 1\ibj .at. ... that. eoolal wortc.n, tAMhln, au.rMt , 

llbtrala and labor an, on t.he tftole, enttNnu\J.o tor • Procr- ot t.h11 

..rt. "()rop.nistd wo:rtc.rt,• W et Oftlt oo"'"~• • ..,.. ., M&rlt -....1-

.,.,., tor t.lw Proti'M .. tht7 are oo tilT ~·· 

OppotU.lon 11 ~\.14 ti"Oil t.hOM hot\U.t \0 11f1 eatAniLon ol OO'n~ 

control• and. ,.... t.hoee _..,. ot t.M -'1-oal. ucl .. AWl prot..aou • 

a».or U... 14M ot tOOlaU_... ..U.o!Mo I,...,_., .uprt• .. ...,.. ..... \111111. 

ao t v pr:lnt.e l.AwNI'Illlll .-pani.H hM -" bMa _,. 'fiMtl 1n u.lr ~· 

-7 -
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Acco~in& t.o \.he oor1"upondem.a, a sood -...n:r people or eonte~au .. ba.c)(e:rolkld, 

~ .t.pt be apH\44 1.o oppoee eueh • plaa, c..nd.cl to NCU'd U. u a td.N 

C:OBCMalon 1.o a .. rt & .ON •rloua d.h~!on of OW' .ooftOid.c a,·et... 

,_ .. oo.,..e~u .. ,.., or cOUl"M, 4b;»Md to be .,_.\.MUo 1.o U. 

l'eW1'1dic• pla.n. lu.linN.a aaau1n .. exaal.twd b7 W 81N• ,..,.. PI'Mt t.o 

ANit \be d.lrttw.ttJ. .. and c:OIIPlexiUea of *2&pt.1tll it. \o the Un1Wd $\.a~t. 

ftlt7 ..... Wto ... 11\ ronoa.u.tnc iM'Iu .. nee C:Cdp&tl7 orpoa1Uon. 

InUrtbwina cond:uot4d wit.h A aull national t&IIPl• or womtn 1n J anu.ry iJl. 

cU.,at.ta that. abo\lt. halt ot t..JM11 <lo not. now uncterau.nd hO'III t.he new toocl r•t.1on­

inl •1•t.u will op.,.~tAJ 

DO 'IW Pill. 'nUT TQI UI'IIEIIST.UOD i-$!1T l<!l.L HO'f '!IllS 
m !000 1.\nO:(JIIG PJO:lUit IS CODIC 10 lla'XT 

Tu 
llo 

. U .S.cht. be eJCPM\44, the point. .,.,t.aa .... t.be phaH of ~ new procraa 

*lob .. l tut. undtre&.ood. 

TtM -a.n clbplqM Ut.tlfl anxht7 about coarpn.henahe rood Ntioninc. Sill'lt. 

in ten .. ,.. confident A.Mriune 'IIOuld at1U ''' enough to eat.1 • 

-·-
·~ 7 
l2 

...... , ..... 

Other at.t.1WIM• do -b to upla1a. t.hia C01111cUoe-e. 4• Npot'\4d tn lntellt­

,~ lttpor\ •se, t..hl ,_rlcan people ow.J"W~Nl.ld.n&l¥ .up\. \.he nMd tor 

~C*ifflltbendw food .rtUonl.nc. ltM7 np.rd 1i. u • 8hM ot auvrtt~~ erqd.Wble 

diauit~ut.Jon ot .can:• cood.e. Bot.b U..t. ..,...., a \be ,,....."' one .._., 

hart.hti"JJI-"', \hat. an O"fW......_.l.ld..ni a,Jorlt.7 e.,ppi"''''t ot .t\lppl"' rood \0 o.r 

&llln , nan 1t 1t. -.ne turt.her nnrlcttcna MN. 

the cur-...nt wrvey rev-.aled t.ht.t. rood ratimin& bat not. yet. ent.&Ued a~oh 

hardah1p tor .,_.t. people . only 39 """ cent Nid that. t.hq c•t ltlf cott•• 

than they need, a.nd onl.f 2$ per cent ttid that t hey ttt t.oo Utt.le went 

corte• and 

~ £ill!! 
a.•o,.. 1~ 1ll 
,\bout. t.M 

47 ri&ftt. ~~S~Unt.. l8 ..... 2) ')9 

Don't. know 1 1 

•u.a•r a.e t.be7 cUd berore ratJ.oo1nc. • t w •&ld t.t..7 .. ,.. bi.O'ln& 

rourt.een ).llr cent wen not tnqi.n& aU t.~ cortH &nd •upr their 

'!'here ... a wid .. p....O rHllnl that. the cowrt.!')' could • t.W t.1Pt.en t.iP a &oo4 

bU. on 1t.t ut.Ws•1.1on of food - that. aaeb rood it tt.Ul Min& -..t.M, 

-9-
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too .. 
Doe•\ ~ 

laW....uaclT, bownr, dMpl\e u.e aae:rou ,._.,,.. tboq\ •nee• ot foocl 

a\ &,..- MIIIPI1 oal7 Hnn pe.r cent f-.lt that tbat •• • Mr. ... , of \be 

_.,. 1a oo~. ADd. • t..n \be.~ w-.n "" aMM tP"iti'"•"'-• ~. 

•DD J'O'l fMl. \M\ food h bdftl ••t.4 ~• ... ril7 1A Arrq ou1p17., 1 onlr 

U s-r oeat. ••14 -r ... • 

TM t..Unc the\ AMr1oa 1 • food pot1\.ion 1a NlaUnly oaalort.able .., abo 

oon\ribu.te \.0 t.he aoo4 •pirit with which food. rat.ioninc 11 aooept..4. ron,y .. 

t.brM per oent. of tbe ._.., aoknowl td.&ed U11t. t.h4i:r 414 not kDow w&at. • ctect 

food raUGftitl& in ID&lan4 hl.d. bad on t.M htMlth of the people. ht *" orr•r­

~ -.jorl\7 ot \boM • U.b an opi.nloo about \bt uu.er felt oer\.ala 

\hit Oll&r' 41el U hul.Udu tbiA t.M IA.&lJ,.I.h diet, 604 wOQ14 oooU.. t.o b e 

ao..,. att...r \ht .._ nU.CIG1I:Ic propu. co.• into dfect. 

- 10 -

.... , ..... 
• 

ll>l• ando\1 <lortA11\elT •~ -"'• 1\Utooloo •-food n Uooiol. 

galiiiO o.bo ~\1011 """' food ~- .......... - laoUMo ~ 

to acoep&. ,.uoal.ec u • _,.. ot ~ aw.J.l.eble •!.WU• ..-,1\Mb, 

UM p&ftie:li;J tear \ bU there WOG't be __.. food. to 10 ........ _, l.eM 

~· u hoord '"" .., - nUaaiJ:c. 

Appronl of food raUonS.nl 11 now h1ah MIOCIC tbe cUn popl).at.lon. lu.t. 

cn1r .taht. i ,n ten of tho.• whO .. ,.. &DX101.1.1 aJIP'l"'"d. of preHn\ Ntion1AC 

pl.aM, u co.pareclwU.h nina in t.n ol \hoM who .. ,.. r»t.. us..t.l.arl.J, 

thoao who ••N anxiou. • •" IOINWhl.t le .. 1ncl.1Mc1 to f..,or Mn41nt toocl 

to our allJ.•• and \O North .Ui"ioa than •• t.M ru\ ot th• popul.t.t.ion. 

U reebt.anc• t.o too4 nt.ionl.ac dw'f"tiopl;, it wUl probeblJ o.e lara.U 

troa tho•• • bo 4bpla¥ p-tet..u\. amd-"7• !bON 1lbo tall 1A t.h1e ' '"«01'7' 
1n t.M •rUu euple, . ,.. tt.more ~.....tvl.lt UAl.tN4· lt. ••• t.,.. 
t.blt. t.M app~1.,.. CI'Oq) t. d.bproporU.e:oa.t417 o~ of \be -~ 

calq ina.cllN. J.n;xlet.T •• eJ.eo clo.el7 ralat.ed t.o 1• iAeaUfLoiU• 

.S.th the •r ,uon.. 'ltloa• td.abl7 ~.oct ft\b t.M oaUOMl •ll.t8 U¥ 

M et once .,,. w1l.lJ.Ac t.o • nO.&n necela&l'7 taert.tit: .. than AN \bl ,,._ 

Uletic, a nd IIOl"t oOI\tidllnt. tl'llt t.be Gor•~ will 'be l t.aeo ... tv.11.n Pft"" 

Y.n\in& uiortllll ahOrt.IIM• 

1M aa.ocbUoa bet.WMn anxiet.J ancl lack ot achooUna •u ,.ruollllrll 

arkecl. Anxl.l\7 1noNIIe4 procre•dnl.r •• cne • •• ck*D t.M tdl,loi.\10Ml 

ac&le. On1J 16 per oen\ ot t.-b• c.oU.p ~t.u 1a. tbl •IIIPl•, b\lt. U per 

UQ\. ot t.hole a ha4 not. o.-pleted ,.......,. aobool, t"..,.aled. 1.N11etr , .....,, 

- u -
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t.M hr.Wre food •ppl.J. TIM noN .aucat.ion people W, \be _,.. prone 

t.bl'l .. ,.. t.o •pp:.ciat• the &tt1uq ot •woh a ..cM.nLM u r•UOIIWic. 

Oft ... ,.. .-uuoo.1 l.aftl •.,oe.• d1•$1lyed .,.,.. a.a;d..tlt.1 than •bJ.'" ..... 
• larp -.jori\)· ot thrt wwcluoat..cf H•JI"'e.• 1.o U~~e ...._¢• t.U ' in ... _ ...... •Nd.~ 

e\7 lf'OUP• JWrl.n& aaparianoad 4hor"1al.n1Uon, Mn¥ tlqro•• a&r f .. r \bat. 

\ t\411 an oartain to be on t.ha •hort and. of thing• it the food dtt.aat.ioo 

btOOCMe •n acl.lt•. 

- u -

I)(VELOPIHG 511\JATIOMS 

J!_ftJ Tll11 

SIP .,. 1111~ *' t11o ...u..un.u .. --1u-­
.- oi.M• 1 .. iDHPU... ,._ o._t..U- .,.. ..-,. \Wr __. 

for an ~rd r..uton ot \be tua priM et.NI\Ill't, O,.=had llbor 18 Me­

plorinl IJIIIOU-• wUh tho LitUo -1 forllllo, It t.u -- otto-.._ 

~ on!¥ -.y Jollo L, IAolio, bill oloo 'of """ ,_..to 1Por l.oo4oro oooll •• 

fbUip.........., aod L J, -·· !be Uoi\ld 111M_,.. IDd tbo loll.., 

..-- ..... ·-- \llo\ ... t-.o ... l"ffOoM. "'" ClD 1o -­

\0 ... wt. tor nrtd.oo 1a \be .,.,., ....,. ,_.._ 

fbi .lPL baa i.HU..t • ~ dd ... of \bt t.-le, btA ._. UL ~ 

.,.. deo.J..are4 \ o bilft ...-.4 1\ prift~. W CIOI ot \be Aft.'• -.jor II• 

filiahe, the InternaUoaal 1A.d1a1 1 OUW"' 'IOJW" UllOD, ..... 1D a 

~ otrilt• loot- _.,. w!Uob 1\ - 1'" ta..Uoo to _... 

tt. l.S paT .. a.\ U•Ua\Soo on •t~• iM......,• 

tMM 4-.au ban m .. at • u.- -.. ,.., Ootti_..., l\.Mlt bu ......,... 

to-.. .. ..riJol 1o 1u - Uoo to .or- 1 .. ...uo4Afi.IU• ,_ 

1111 tm..,...WU'"' pol ., .....U.. - ·• oto-- \be ~WMU­
,7 ot • obt p«r · - - l'rl•• r1oO ~ \be ,..... ot - - Ilia 

• ppoin\Mca\ _.at •- ral.ua\Sea 1A t ba o-n,.......•• ettGl'\.1 \o 0011\tol. 

priooo , !be Dopo- ot A¢oul\"" bll im ........ Jlrlo• ~- \0 

apor .,......Uoo of 1 -· ot ~"'""' oiOPI• :Ia opi\0 ot \110 U PI• -

for.l.a_, a m JIIMl biU reo dod a t\U'\bllr ..,. Wl"'llM tw 1.50,000 

-• PMI<1ol • .-...-..,..-r-11 .. !.& PIP·-­J-1, 19iol ""' - · 19U· 

- u -
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fte '"""• .... w.t v.poo tho. rrice ooat.rol procr- 1• ~UOMbl.J attrt .. 

~h, a t. l.M:t \ 1n part, t.o the ...-. or opt.ild.• wblob ewept. O'IV \.hi 

CWD"" fol.1owinc t);;e .a.ric.an landir.&J 1R :lorth J.tric.a, ltueav. "'".,.. 

t holr lhe·t bft..,.n ,.....,,. tnd law ~tbar t.be l"WWIber o1 ~· 1lbo felt 

\ be UN\M l;)'-1\ee ••• cerU.in to win a ecapleh Yictol')' 1ncrMMd trco sa 
per otft\ to 73 per oen\. In the a&.1lll Jlt'rlod, \hoe ~lief U•t t he .,. 1101&111 

k ""r 1n two , .. n or 1••• &&inec1 aroW'Id nen ~,.. rapidlt. 8ect.'llte of 

.... pt.na libuaian at.aec.ana and tl'A rttr.at o f lk.lwwl int.o 1\tt~hh, it M1 

bt IU.-iltd thlt OStt.iC.hlll hu poown still 1'\&.rt.her alno.e MOY«.'Otr, 

A dl<ltGUtd atn.ot or UJ'6:tno~· tbout Utt war hu bten ono or the tnlih ot 

tht htlinA that. w an au.roe to win h. &t'I)'W&)'. ~"¥ J*)ph Mva lo.t. t OIIt 

or tha O.Otf'btr 7 t..Una t.hat the war h a lit .... nci~Mth altair, dtrNnC~.-

1nc an allooout olton on the part. d ••eryOM. .\t ltut u.nc.OMC1(.'1Ual7, 

.-. P"Plt haYt bto&~J.n to aa.k wlur aer1t1e ... ,.. ntnl,.l'7o 

b 1t tc -o. q.l:la..S.u4 that. th1.a fMU"' hu no.\. Men contl.Md &o • l'IT ...,. 

or \.o C1GUPI· Ml.lQ" other plua for apecl.&l ""''•n\. ha•• b..n • o1c:-t be­

aJdu \hoM 4nalltd btn, a nd M c..h croup hat b•en -.bol6t..t b7 • belh.t 

that t.ht CttMN l ~lie .ould not at.NtiUOUtl7 oppotl 1U d~~:~anda. Onr­

contt•nc• M¥ htYe ,..ktntd the wW of the A::leriea.n J:eop:le t.o r .. bt tiM 

dtNncft of t peolal srwpa at the Yef'l t iM those dtfUnclt are beil'll adn.or;•d 

with lnoNuina prtnl.ln . 

Warv ol t.M tJQ~oei .. «~onaalc forcoa wortc.In.a towerd tntla\1«~ hlvt btea 

p\hvlrc a\.hftlth t or D:~ntbt. Th• r.eent • ••• of optW.• Mt aH!plt ,Sn.o 

t.&ee • Mt.';'r OWOr1.Wt7 of Ja.Hrttns theMalln•. w,.. camu"'Ul t a.f'llllJ"''I 

- 14 -
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.. nt1on ot \.be prlo• atNCt-.&re bat1e&ll7 Mcauae t~ &rtAtfiJt. bot.U ... _ .. 
atek tJM1 tact in inaJ'M.IiJte pi'(MNcUoa b a l bOr\ace ot ebeap labor. N1cb-

t - ttnt prod\lloU will allolr U.. to c.CIIIptt.• 1d.th l.nduatrt tor 
•r prie., .... 

l.f,bor w:UbGUt cu~ ot J"Mft\ protit.e, 

,.. _ __ .ore _... pc1.a.rUT bec•u.ae the rltt 1n tt. ooe\ or Uriltc 
'lort::tn <;1-- ., 
N.• al,...¢1 ovt1 ·tr1ppecl t.h• l.S par clOt -.. iae......,. tl» UtU• $\eel tw-

.Ua pen:llitt "*· Cio'fern:o:Ant •nd Kat1oatl l.a4\21tri&l Coate rtne• loerd 

ti&U"' ind.lcatt that. pr1c., ban rUen a bout 20 Jlt'!' otnt, t nd. R. J • ,._.,, 

L'I'IOni oU•.ef'J, ar,uet t.twt th.••• !i.JUr'ta art Wlf'Ml.1et1c bKi t.lM \MY do not 

take 1nt.o aeo®nt ''black •rkeU," precipitate price 1Mre•"' ln Wlr cen­

Le.r• a.nd \he •hidden 1ntb\.ion" ot i nterior goOO... 

t'or u.rv r-tttotll, worker• 1,. tapatient. with the ar.,.....nt that f'\n1.htr . ,. 

ine:re&l .. w1U onlt rdH prioll higher .tW, UA'\.U c.he country b 1ft \he 

~rt·•x or a dbutroue wuuon~...,· apt_..-1. For one tbinc, U.U liNt or 

their t.Uow Aaotrlc.&N, Uw7 '" uoa .. n ot tbe i.J'rt.e,..,..Uonuip of tht 

nriCIUI p.aru or t.ht an\1-i.nOAUon progru. tM7 t bpl.J cton•t recop:lt.e 

U:a dan..,r of tbelr pf't.aent dcaandl. 

• - u -
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• 
ftMre 1e • ~ b•Uet \bit .orw •::rUle•• ban b.ec aalted ot l..Mor 

\han of &Q1 «.her lf"CC'lP• Wqa ._tda '" o.l•er17 • par\ ot tbe whol.­

probl• of labor aor&h. they ere olo.el,r rW\M to abatat.ei•, • Udc.at 

ttrikea, the t.endenc)' to chete about the oonot .. 1ont labor hat ll.-~ 
..., -·· 

lntorwation.al u&•u.na 41rtottcl to wrlcert u.y hav• rMuc.,_, b.&\ have 

oleulT tiO\ .u.l.ntt~, w.Ml. .. ODI ault\lCl.,. 

AA te'«n• ifi .. lntorMt1oa&l c~, MPlotial eoee ,.. a ppro&c:hee, .... 

illptre.Uva 1t the proe,.nt. pnuun of worbn tor b.i&he:r -.ea 1a t.o be ,.._ 

cNctd. ~orkara N.-. to h ehown in ABC te,.. thlt. inflation ia not. en tb­

atraet. eoor:ept, but • 1"Nl and iaiJlJ.nt.n.t perU to thu and to tht MUon at 

lerce. !h., hne to be ahown how their 4«~~tnclt inaYit.abl.y lud tonrd. ~ 

Oat.ioa, and how SAflaU on t.hre&tem: both tbl • r atton. a.o.:1 a at.able 

ac~ 1D U.. poet.--.r ,...n. Mort t.por\a.ru. ot all, tbQ be.-. to be oco­

rlnc:ad that t he war oen•t be • on on a baaJ a ot u.t .. .-0-wo-··• ••· ·· - .._, ..... t thl7, 

and neryone elae, have t.o r.eoncile themeelvu to aacritice• a_nd a l ower 

at.endlird. of HY'in& tor U\e duNUon. 

.:iueb • o.upe.1&n will b e 1nelteetual, ho....,.u, it it. ,ina •orkera \he t. 

p.readon that t h.,. M" bMG dn&).ed. cut tor apec~lal att-ention or 11 the 

~t.&l c:ond1Uont napon;dble tor their clleaatilfec:Uoo a" n._hct tcl. 

In indi'ri.dual pbnta and in the nnion u ltrae, Jte l>f -.at M \aha ADd 

an intoru.tional l ppi'Oich • dopt·• " h ~ ..... Wuo~.c . ,u at.renct~Wo •oricere• 14tntl-

t1caUon r.ith the nt.tione.l ce~o~•• Ani! th • til ttfoM.a -..t t.. par\ of • 

t \W bJ"'Od.er prccna WI cin t.M niUon •• • ~~~bolt • ~ a.enae ot v..r"­

C.._T ~\. the war, and to to.ter tba .....Uaatioa \bat it. c:-an. aUll be 

lott b7 • let..-clowl or • Ntursenc:e ot .. ltiahntu. 

• 
- 16 -
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..,r.t. 1 ....,S.aion ot t,.ha price et.NC\\lft N.eica.ll7 bK&l.LH tbt ,rutut. ~u ... 

ntek \Mt tac:e in increui.nl ~Uon b • tbor\a.p of cbetp labor. Ja.cbo­

er pricll for tartl produot.-• • 111 al..lDw tb11C1 to cOIIplt.e td.tb itdutl7 for 

11bor 'lld.thou:t. c\ll"t&U...nt. of Fr.etnt prorita. 

Corker• d .. nd. .-:>N JMMM)' prt.trUy becau.ae the ri.M 111 t.M coet. of una. 
boll al,..dY ov.t•C.ripped.. \.ht lS per ce.ct ....,. i.Qcreue t.he LU.Ue SWel t.­

-..1• penait.a \be. Gcw~ and itlt.Uoa&l J.MwtrU.l Coate.r•aac. 8oa..rd 

ti('INI indicate that price• ban rS...O a.boat. 20 per ceat, and a. J. ,_._, , 

&:fiOnC ot.hen, arguet that th .. e f~t •re \Lilt'eal.btic lltc.~Ufl. tMy do not 

uke i~o ac::count "black •rkett, • precipitlte price t.ncreu .. in •r cen­

l.er• end the "hidden 1ntl.at.1cn" of interior good.t. 

ror UJ'O' r .. .cn.s, workeN are t...pat.ien.t with t.be a~\ t.bat. turtbt.r •1.1 

increat .. .ul onl7 rtbe prlc:11 bi&bar sUl.l, untU tbt COI.Ult.J"Y 1.1 1D \he 

wrt.ex of • diaalt.l"CJJU.a infllt.iona~· ep1.ral. ror one t1\1nc, UJte J~Nt of 

t.'heir hllow Acericane, they ,,... \I.DioGrt of the t.nt.ai"Nlet.ion~hip of the 

variwe parts of the a.nti-intlat.ton prosr&ll· they e t.mplT don't Ne-optiu 

the dtn~tr of their pretent. 4~ndt. 

Prwiou. au:r.'tl ot Int.U1~tnee et.udie-a Mn sboWn, t.oo, t.blt. worb" '""" 

t..ach ~. ilaporunce t.o proci~.M: t.icn. lba aharp rill in outpat io raceat. 

aonth1 • Y b.tve rt•nforctd c.M eff.c:t of aUJt.ny ellCc:eu••· 

·::het.Mr ur not. the .. expllntt1ont are adequate, 1101\ ob11"era an •«""" 
that dia .. t.bfactioa, apttl'cy and cynie-1Sf!'l are Oft the inc~•e amonc worklrt. 

"'"r Labor papere ~·· hlrred en tt• c:orrt.~ ret.r'llt of tbe S.W ONl, t.ha 

•abanc~oQ;atnt, • ..,.en t.ha llb4t,..,.t,• of ..ort•n b7 t.M ~ra.t.ioc • 

- l) -
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there 1a a crow1A& hUe! t.blt. _.,.. u:~r1t1eea have been • •bd o t labor 

\hen or • liT other IJ"'UP• • • , • ...... .,.. cl• rl¥ . .. I'\ or tiM wbole 

probl• of labor IDOrtle. They ar. oloe.:l,y .-.late4 t o eba.nt.Ml~, wU *"'t 

at..riba, t.IM ~ t.o cbtJ'e about. UM oooc•aaJou t..bor bh ~ ••· 

lntorut.iMtl IDI.U\11" .. 41,..ot...t t.o workara a&¥ Mn rechlcecl, but MY. 

ol• rl.7 l'IO\ el.J.a1oat..t, wwholaaOM at.\1\Ud ... 

All 1DLana1tiect Wor-.Uonal oalfi81P1 M!Pl011nc .o.e ~roechM, .._. 

.retbe 1l the pNNnt pnlllllN of 110rker. tor h.icha.r • cee 1a to be ,. 

dl.lc.d. ':fol'kara ,..,., to be ahcwn ill ABC \anY thtt 1ntl..a.U0r1 1a not. an ~ 

at.rwet. cone.pt, but. a rMl and Le!nt.r.t. peril to thee and to t he nat-ion at 

larae. ftr. bin to brt ab!Wl\ bow t.b«lr d-.ncb lnerltabl¥ lead t.C~~anl t.­

tla~ion. and how 1nnat.1on t.hrNt·•na both th. wtr effort and. a stable 

ICOGCIIV 1D Lhe poat.~r ,..._n. llol't i.llport.a.nt. ot aU, thq ben t.o be ooo­

Yincad that. t.he wu cen•t b• won on a bade or Uvtnc .... ....u.ual, il'alt u~~, 

lncl everyone dM, hive t.o r.e.oncUe tb....tna t.o tae.rittc .. 1.04., U..r 

e t.endard. ot Uvina for toM cNntioo, 

oil.lob a OUflll1c;n rill be lodfect\lal, ho..var, it 1t a,tv .. wo.tkera ttM t. 

p:nu1on tNt th17 bAYe been tlncled ~t. tor apeol&l attenUon or u \t. 

~tal conditioN n 1poneible tor their d.leNUetaeUon are n-altcttcl. 

Ita 1ndh1.~ planta and 1tl the n.t.lc:o u llrae, atepe -..t be t.akeo u4 

.., intorut.J.on&l. approtoh adopt.-.4 whioh will atr-.ncthen worlcer a• 14ent.1-

ttoaU<m •lt.b tbt nU.J.onal CIUI-1. And theat tfto.rta aut be pil"t of 1 

Rill broader proal'Ul t.o aha tht r:.Uon 11 1 ~. 1 NMWe4 a.lH ot u.r-

a•nor about. the war. and to toet.r the rNlhaUon 

loet by • 1"-~ or • r.au.ra:enea of alltteh.oeu. 

- 16 -
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t.bat i t. o&n aUll be 

N(t:f/O(S -
~W 'b1 *vo apokaa.r: ao4 newapap~.n obl.nct.riu the W..tirdW poet,... 

J:.OneMnt ot t.M n.Uroa\1 cUaorialrwUon htaril\ga u tne C'l""Mt.lt\ • bock t.o 

5eCJ"' -.ttl• of acy n.nt. 1n rtctn\ aontM, Predt.t.nt. noG1evelt.•• nq\\llt 

tl'llt )otr, I,ietAltt. ••t u,p ~ra etteot.i...-. •chine,. tor )lf'Otec:t.in& t.ba r~\1 

ot t•agrotl, dt.b i t a ilfiPl1ed prod. .. Ulat the r1Urotcl c: ... • • 111 be h .. td 

once tb.h 1a dool, .:, 11Ddo t.ha c&la&•• 

N .. rl1 .vtr7 nat.lond Nttro orgtn.haUon an4 1.\U&Il'WI loc&l &l"''lPP pro\Mt.ecl 

lhe dettnwnt of W l"dlroed be&.rlnct· 1tl47 •• ,.. Jo.l.nad 'D:7 aNOdat.iOM 

concerntcl with SJepl"'rli\C racial rtla.tionl tnd b7 ftWIMl"'U labor, llbenl 

.nc1 cbu.rcb orpnlMtiONo Two ct.l .. tiOM 0011p0Md of ,..pNHnt.ltiYN of 

t hu e orp..n.iaat.iont OUit to ,..ll i.o.ct.M to n&httr tholi.r prottatt. 1'bt dr 

cia!Oil •• lld.d.tl.¥ bterprat..S MOC\C ttearoe• •• an 1nd.1c.ttiOD t hat the Ad-

=1n11-tr.Uon hid abandoned. 1U ti&bt to win eqg.alit.T ot owor'Ml\7 tor t.ha 

in •r 1oplo)'IMnt. Pre" cOftlllllrlt ranect·td a 4eap •en•• of wttt&•• 

b l t.ttr a1.at-.nu or ~ lflc:r'w• ,.,.. copiou.lll.T ~ 

,... 

Ttle r 11lptlon o f Wllllu H. KuUe, CiYUill'l Aida to the :Seortt.err of War, 

aupent.ed tM 4ut141 cwaecl b.7 the de!e..-nt. Hb ohulea about t.bt •daant. 

Nt\laal. ot the Arq to 1nhir&t.e HIJI"CMI 11\ the .Ur 1on:el n t &1'1«'1. . .... 

•Pt'Md att.ent1on 1n t.be Jll.&.ro ,...,4, ntl4 ..- ot tbt B\U"NU ot ltlWUi­

&•nc• rc~pol"t. r111nc un~loo ud reneor '-*"" t.M Ntpoo raAic l n4 ft.l• • 

--- ··· ---
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'~More h • IJ'O'rin& bt.U•f Ul.at IliON Neritic .. have bMn aehd ot l.Uor 

tNQ ot a ro- oc.hrlr goup. r.a• ~ ._,.. ol•ar17 a part ot tbe whol• 

pl"CCbl• of llbor aort.l•. !h•7 .,.. ol0Hl7 Nlet.d to ebeent.Ml~ wUdcat 

etrikea, the t.encs.ncy t.o oha!t abou.t. t.he oonce .. tocu ltbor hl• al.rt&ctr ••· 

lntor.Uoa&l MUIIU"ta cll.rected t.o worbn MT baw-e ~e4, bit twr. 

o-1 .. 1'1.7 not. tllainlted, v.mrhol.NOIM UUWd•t• 

J4 t;rd N.H intO'n!IIIUooal c:~, elliPlCJT1ac ~,_a~, .._. 

lmpu•tln 11 the pre•ent. pr-.uu_,.. ot llfOrbre tot' bi&Mr -., •• h \o be ,.... 

•~:~. ;'orkar. hrre to ~ ehown 1n ABC tuu that lntl.ation U not an ab­

etnn:t concfF\, tKlt • I'Ml and ~ perU \o t&. and to the naUoa at. 

hr••· The~ h.av• t.o ~ ehown how their daande ioaritabl,y lud toward 1,n.. 

fietloa, and. how iAtlaUCH'I U1rMhn.t bot.h UM •r etton and. a tt.abl e 

aconc.;r in th• po.t ...... r ,...,.,. Mo.t. iJiportant. ot all, th•T Mn t o be e:oo­

Yinoecl tholt th• war can•t. be won on a baeh of lbin&1..-u.tu.al, t.Mt tha7, 

end n~ •1M, ban to reccac1la tll-.&1•., &.o uer1t1ce:S a.nd a lowr 

•t.endlrd ot lh1ns tor \.he d\lt'IUon. 

.Mb • O&llf*.1ln .::Ul be 1De.l'rectual, bowner, 1t 1t. &ina • o.rica.n t.IM s.-. 

pr.,don thu. the)' bne bean • ·1nsl-ed cut. tor epeoial attention or 1t the 

t\&nd.eMot.J. oondJ.UOill Nlponalblt tor tbt11' dieNtittacUon ar. ntJ&lect.td. 

In indl't'i~ plant. and in t.l» nu.ton at. JA.rce, th:PI ....,1. be i.alrea M4 

an 1ntorut1ol'\l.l •pproach edopted wh.loh will tt.~h41n workera, 1UnU­

t1ott1oo •U.h the oaUonal cavu. And thue etforb ..,., be part. ot • 

•UU broede'r PI"Oil'UI. to ctn tn. Nt1on •• ' ...nol• • l"'MWed ..,.. or ~ 

CtMT •bout the wu, end t.o toet._,. \ht re.al.lution 

loe\ b7 • l et....._. or a ,..•v.rsenc• ot •tl.tt•hnM•. 
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tbat h Cl., ttill be 

ri!CfWES 

co:-ot.t by Hl&f'O •pok•._e eDd nt•·epapert char.oter1n t.he tnNCinh• pot\.­

~t ot the ...UI"'r&d dhe.rlal.rleUoa hl&rlnct u u.: &l"ff\Mt al'ioU \ o 

tJecro .onl• ot aft~' n•nt in recent QOtltha. Pruldtnt iloot..,el.t.•• nqu1\ 

t..~t .:,.. J,ic;JII.ttt. aet up .on ettect.J•• •cb1ntJ7 tor f.!I"''-\tcUQI tbt r1&hh 

of ge1ro,., • itb ita t.pUed prodM that tht raUroad "'' • ill tJ. beard 

one• thi• it don., AI)' undo th.e cla.IMJ•• 

-..rl¥ .,,ry rational Nitro ort,tn.lsatioa a.-.1 nYM1"0141 local CJ"'''PP pro\M\ell 

t.hl dtltrMnt Of the raili'OI4 he&rii'ICI• The)' weN Joi llld b,Y .. .ociat.!OM 

c:Ofte•rne4 d tb illproY"1.tt,& racial rWUoca and b7 twr;g~,~ labor , l.ibenl 

and ohuroh oratr\baUorw. two 4all&'tloot ocwpoMCl of ,..pre..-nt.at1YN ot 

U'l"• orpn;l.sttiona cut to ••l:d.nc\on to realeter tbd..r prot .. u. Tht 4.­

clalOft nt 1d4el7 lnterp.Nted. UCftC ltlf"'U N lA 1:Jdi«UOO U..t the 14-

rd.nbt.Nt.lon had abal'ldoned itt t1&ht to win eq_u.alltr oL opportunity tor tb• 

1.a • r •JII)lQJ"Mn\. Prt•• c~t retlect..c! a 4H, nn.• ol wtrtl•• 1bl 

bitt.er et.at CMntt of prcalnt.nt He,l"'Ot o~~re ocp1CNtl1 «p~\14. 

na. r•dp1.1on oC WWlu H. Hattie, Ch1.1Un .Ude to \he S.Oret.&r7 of .:ar, 

au.-nttd tM dUICf: cau.t ed b7 tM 4eter.nt. IC1e cbupl t bollt the aduaA\ 

rtt\laal ot tM AN¥ t.o 1nttart.t.• Nt&rortl 1n tt'lt .Ur Forc:et .. , at.en td.U... 

•PI"'M4 at.tentlon 1n the NI,JJ"' pre•• · 1'1tl.d Mn of tbt 1...,...\i ot IaC.IUl• 

tlM Jlt- rut ar:d tue. 
s •nc• rt:port. rblftl tene1on &ad. r ancor •~~CCC · --

---···---

- 17 -

Regraded Unclassified



c 

HMJr: 

Capitol 
Opera tor: 

Bello. 

Pebruary 9 , 19~3 
10:23 a .m. 

Secretary Morgenthau? Just a minute, please, 
a1r. 

KMJr: Bello. 

Vice Pr~eident 
t:euace: Well, welcome home, Henry. 

KMJr: Thank you. I'm glad t o be home. I thought 
that it you were tree tor lunch Wednesday or 
Thursday I'd like t o ge t together with you. 

11 : 

KMJr: 

'II : 

HMJr : 

W: 

KMJr: 

11 : 

RXJr: 

W: 

RXJr: 

W: 

HMJr: 

'rl: 

Well , that would be ewell. 

Uh •••• 

Well , let's see- how would- how would tomorrow 
be? 

Tomorrow would be tine. 'rlould you be my guest' 

Uh •••• . 
I mean, be very rrank. 

I tell you, would you like - there's - and 
there' a this friend that I wanted you to meet .•.• 

lee. 

Suppoee you come up here, and I' ll beve him 
here. 

Right. 

He hae some ideas about - ie your phone tree 
trom listeners at the moment' 

Yea. 

I'll make sure that mine ia. He hae some i deas 
about - about raiaing money t or the party that 
might - that might remove ue trom, shall we 
aay, the nec~aaity or relying too muob on our 
friend, Jesee . 

139'--
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RMJr: 

'~: 

HMJr: 

'itl: 

IIMJr: 

W: 

IIMJr: 

II: 

IIMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

IIMJr: 

• 

- 2 -

Be wonderful, be wonderful. Well, I- I • •• • 

I don' t know whether hie idea• are teasible or 
not, but I • .•• 

Well, I'd like to listen. 

I thought it might be worthwhile listening to 
them. 

Now I'd like to talk to you a l ittle bit about 
North Atrica. Could I talk about it afterwards 
or •.•. 

Or suppose we do it ahead. 

Ahead? 

Yeah, it that tits in with r our time schedule, 
then ...• 

Well •.•• 

•.•• oould you- could we get together at twelve­
thirty, say? 

I'll be there at twelve-thirty. 

And then I'll arrange the lunch tor one? 

All right. Now where would you like me' 

Well, it you Just - I think the ou1eteet place 
where we're most tree trom any observation ie 
in my ottice in the Capitol. 

At the Capitol. 

The rood is terrible, but anyhow it's quiet. 

Well , I'll - I'll look f orward to being there at 
twelve-thirty. 

Good, Heney. 

Thank 70U. 
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Op•rs tor: 

HJi.Jr: 

Marvin H. 
Mcintyre: 

HMJr: - M: 

HMJr: 

!!: 

HMJr: 

1!: 

H!i.Jr·: 

M: 

HMJr: 

)!: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

Go ahead. 

Hello. 

Hello. 

How are you, Henry' 

I'm - I ' "' fine. 

Pebruar, 9, 19~3 
10:110 a .... 

Where are you' At ho11e or i n the ottiee' 

I'm right at the ottice. 

Well, I hate - I hate to bother you when you're 
juet right back in good- treeh and rested. 

Well, what do you want, that collector over in 
Baltimore' 

No , the hell with politics at present. 

Oh. 

Old Bob Doughton called up the President thie 
morning, and, ot course, we couldn't get him. 

Yeah. 

So they aslted 1t he'd talk to me, an<l he di<l 
and he unboeomed on 11e. 

Yeah. 

He's eore a e hell at (laughs) Harold Smith. 

Yeah. 

Di d you see that atory yesterday' 

Yeah, I thi nk 1t waa an outrage . 

Well, ot course, I kind ot eott-pedaled 1t 
as much as I could and put the buck largely 
on the r~porter, see' 

14! 

Regraded Unclassified



HMJr: 

M: 

HMJr: 

M: 

HMJr: 

K: 

HMJr: 

M: 

HMJr: 

K: 

HKJr: 

K: 

HMJr: 

M: 

- 2 -

Yeah. 

The direct quotes weren't ao bad. 

Yee. 

So I called Bob baok and called him out or 
Committee meeting and told him I hadn't been 
able t o reach the President. I haven't t r ied, 
between you and me. There' a no thing he can do, 
you know, and - I mean, i mmedLa t el y. 

Well , Harold Sll1 th 1a hie hired man. 

Yeah, and I told - and I got Bob on the phone 
and then I got Harold on, and we had a three-way 
conversati on •• • • 

Yeah. 

•· ••• and I let Bob get i t a ll out or h1s system. 

Yeah. 

And then he suggested that "Do you want to oome 
up beret • And Harold sa.:re, • I' 11 come Uf 11' the 
Committee wants me to coms up , but I don t think 
it's a good idea. • I says , "Well, Bob, I think 
that would be terribl:r r ool i sh unless the 
Committee orders him up •..• • 

Yeah. 

• •••• because those peopl e on your Cc~ttee are 
looking tor trouble, and now it would not onl:r 
open that up but a lot or other thinge, and it 
would be Just t en t imea a a ambarraeaing.• 

Yee. 

I said, "WhT don' t you j ust let Harold s end you 
a memorandum, Bob, pointing out that there 'a no-
no in t ention here or - ot •... • well , the 
thing that made it eo bad wae the interpretation 
the renorter put on it in writing the story. Be 
said , •contrary t o Trea eury tes timony, etc.• -
thinge like that •. • • 

142 

Regraded Unclassified



HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

lll'.Jr: 

ll: 

HMJr: 

M: 

HMJr: 

N: 

HMJr: 

K: 

- 3 -

H~rold Smith baa no bueineea doing that. Nov 
we ' ve gotten Doughton in evell ehape. We've got 
him ao he's all tor the Prea1dent, see •.•• 

Yeah. 

•.•. and everything'• been going along lovely, and 
then Harold Smith hae got to go out and eay that 
the Congress and the Treasury ehould get together 
and do something. 

That' a right. 

It'e none ot hie damn buaineaa. 

I know tha t just ae well ae 70u do, end I've been 
t elling the Boas tor nine monthe, ever since Wayne 
Coy and they 've been over · there •••. 

Yea, and • . •• 

••.• that he's doing- that they- he'a trying to 
make them a policy-making group and they ' re not. 

Well. •.• 

I think the Boas ia going t o eit on him about it. 
What I vaa trying to do with 1t all wee just tide 
it over today, aeet 

Well, Doughten called ua up yesterday. He really 
vae mad. 

Oh, he was mad this mer ning. 

YeAh. 

And I think that - well, 
know what had happened. 
nov and told him too. 

I just wanted 70u to 
I called up Paul just 

Well, I'm awtull y glad you let me know. 

All righty. 

And ..•• 

And I'll take it up with the Boea the t1rat 
thing 1n the morning. He'll probably talk to 
JOU about 1 t. 
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I!MJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

f!l(J I': 

M: 

HMJr: 

M: 

HMJr: 

- ~ -

I e he going to be back to•orrow' 

I think eo. Wait Juet a lllinute. (Talke ae14e1 
Ien't it your underetanding, Rudolph, he'll be 
back tomorrow') Xeah, we're pretty definite 
about that, Henry, in the morning. 

Well, keep me poeted. 

Okay. 

Because I really - you know, I flew all the way 
down there to Winston-Salem and gave the• a 
great banquet , you know, Bob Dougbton, and 
coming back be aaid, "Now ••.• • 

Ph, yea, he's all aold on Paul too. 

Xeah, and be 1 e all - ha1 e all back ot the thing 
and be kept talking about •we in the Administra­
tion can't let the Republicans above ua around• 
and he 's in wonderful shape. 

And he's the moat cantankerous old bastard in 
the world it he does get it in tor you. 

That' a right. 

And he said he Just wan ted me to - to tell the 
President, and be wan ted - wanted to know 
whether we were going to have more than one 
pereon speaking t or t he Adminiatration, and it 
eo, he dido' t van t a nybodr .••• 

Yeah . 

•••• that Paul bad done a grand Job a nd the 
Treaeury was working with hlm, and I eaid, 
0 That ' e okay. I'll have it all straightened 
out. • 

Well I - I hope you give it to the President. 
Don ' t you thlnk that Smith extends himself too 
tar' 

I certainlY do. 

Yeah, and you know theY - they always think 
when he talks it'• the Preeident. 
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M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

- 5-

Well, the - the vhole - vell , I've argued vith 
the Boee about it a •••• 

Well, it'• - we've got enough enemiea vith Ger many 
and Japan without having any oroae1ng up or wirea 
at home. 

That's right. 

Yeah. 

And I think the Bon vill get it all atra1ghtened 
out, but I didn't see much uae 1n bo%her1ng him up 
there today. 

No, I think you're right. 

There'• nothing he can do long diatance, you know. 

No. Okie-doke. 

All right, Henry. 

Thank you. 

• 
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TREASURY DEPARTMENT 

TO SeoretaJ7 Xorgenth&u Febl'U&l7 9, 1943 

'"" !Wldolph Paul 

I thought ;you would be intereahcl to ue the -::­

attaohecl oopf of Barolcl Saith' • l etter to Chair.an 

Douptoa, together with a COPT of Saith'• atate­

Jiellt on pa;r-aa- rou-go. Barolcl Sllith ant • a 

.t.ttao•nta 

Regraded Unclassified



ot a cop7 EXECtiTIVE OFFICE OF THE PRESIDENT 
BUREAU OF mB BUDGET 
Waahlngton, D. C. 

Pebruar,r 9, 1948 

Jly dear Kr. Doughten: 

I am enclosing the. stat .. ent which I made ooTering 
pa7-as-you-go and the taportanoe ot tiling W&roh 15 
returns. !bia I assuaed would help to reintoroe what 
your Co&ttee and the TJ'ea.ur,r han said concerning 
the illlportance ot tiling .uch returns, inauuoh as 
it is acknowledged that the situation is somewhat con­
fused as a result ot the discussion of pa7-as-7ou-go. 
Since I am awar e ot idminietration polic7, I am quite 
sure that there is no conflict here in &n1 wa7 with 
the Treasur,r, and I regret Teey .uoh &n1 att«Rpt to 
sc interpret the stat .. ent. 

While I haTe said it would be desi rabl• if col­
lection at the source could start on ip?il 1, if this 
statement were to be interpreted b7 7ou or your Coa­
aittee aa an innsion of your province, I wouldJladlT 
retract itf since I oonaider it purel7 incidsnt to 
the point was :aaldng. 

The stat«Rent I am enclosing is exactly what I 
said and no aore. I specifically i ssued a caution 
about &D7 expansion or elaboration of it. I regret 
ney 1111ch &n1 distortions that han been attached to 
-q stat .. ent. For these I am not responsible in &n1 
way, and I have accordingly protested tha. 

Sincerely yours, 

(Signed) IU.ROLD D. SMITH 

Director 

Honorable Hobert L. Doughten 
Chai!'!Uil, Co.Uttee on Ways and )(eans 
House of RepreaentatiTes 
Washington, D. C. 
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148 
• 

~-ae-70u-go a&kea possible collection of the incoae 

tax at the 1ource end abo clnre the w11 for further tu 

meaeuree or compuleory saving if they become needed. !bia 

method will facilitate tu collection and aleo aake the tu 

payment more convenient for 11W17 lllillione of taxpayers. The 

importance of thie ie indicated by the faot that under pres­

ent tax laws 50 million individuala are aubject to the in­

come or Victory tu, c011pa.red to the eix aillion 'lho filed 

returns in 1939. It will aleo keep taxp11ere on a current 

baaie, and that ie what .oat tup&~era desire. 

The added burden which is placed on employers by col­

lection at the source will become progreseively lighter as 

experience with the adminietration of withholding taxes ie 

gained. The preaeni Victory tax, in &D1 oaee, requi1•ea the 

development of such a collection eyetem. 

~~ an aid to the atabilization prograa, collection at 

the aouroe has distinct advantages. People will adjust 

th•ir spending to their available inc011e 110re eurel1 i! the 

tax is paid out as they receive their incomes. 

The shift to source colleotion, for moat taxpayers, 

withbut collecting two years' taxee in one 1ear will require 

an adjuetaent of their preeent 1942 tax liability. It would 

be deairable if such a shift could be enacted eo that 
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collection at the source can start on !pril, 1943. Io con­

templat ed plan, howeTer, would exouae the neoesait,r of fil­

i.ng the usual tax returns on Karch 15 and of paying at leaat 

the first installment on the taxp17er•a declaration. Those 

tupa;rers who will file theb returns earlier than Karch 15 

and llho will pa;r more than the lagall;r required installaent 

will not be diaadTantaged no ll.&tter what plan is !inall;r 

adopted, and at the same time, they will be helping their 

govel'!llllen t . 

Prompt adoption of a pa;r-as-;rou-go plan, therefore , 

will work out to the beat interest of the taxpayer and the 

financial position of the Government, as well as aiding the 

stabil ization program. 

' • 
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OFFICE OF WAR INFORMATION 

WASHINCTOH 

!lle lloaoralolo 
!be 8ooro\&r7 of \be !Hanl'T 

Dear llr ... OJ'e\&1'71 

la \llo a'booaco of llr. D.Th, I vloll to llr1oc to 7<111Z 
'perooul a\\enUoa the ollcl.oMd otahant v the 1>1reotor 
of tho JQdcot, 

!'llh otat•-•• g1Yoa cUroo\17 to a oorr .. po-t of 
the .Uooc1atod :PJ"eao 70otordq atteraooa, ,.. aot cleared 
1o adY&IlCO vl\ll tho Offlco of War Iafor.aUoa. I ban talked 
to llr. 11m \ll a)o1lt U.h aqeot of \llo pro 'Ill• .U he llu _. 
prouo4 to • hie I'OCJ"eh tor aot ha'rillc followo4 \llo aonal 
prccodllJ'e. Z. rtev of \be 110p0rt&aco of \llo D1J"ector 1o ota\e­
aoa\, 1\ o'bY1cu17 will oonU=- to reoeift aUeaUo11 1a \he 
pl'eu ..ad I obo1ll4 thereton deepiT approc11l\O 7ov J"eriev1ag 
1\ M4 1aU1ag • lco.ov vbe\ber U 1o 1a acoor4 ri\ll a4111a1e­
\ raUoa polleT• 

I v1 ell to NIT \lt.at 1fiV :Depar\Mat loa a -· helptal 
to \llo Oft1oe of War Iator.aUoa 1a oaar1ag all of 7 <111Z war 
rolnou aa4 aa\valiT vo .... &Xiollo \bet nl••••• of other 
~ache vh1cb 1D. &aT vq 'bear apoa 701ll' offlelal roopoao!.­

bllt\ioo 'M clauo4 ritb "" 10 the\ vo M7 cbook \boa ri\ll 
7011. WUb 11:.1114 poraoMl r-do, I aa 

81DCOJ'al7 701lJ'Oo 

~-o·:.-.--L,.._.o ---· / 
11. s. 11aollllovor 
~o-la\o J)lJ"eC\oJ' 

• 
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FEB b 1943 

Pa:J'-&?1<1U1'> .ak•• po8111ble collection or tbe 1.n- tax at tbe source 

..s also clean the wrq tor turther tax _..,.... or c...,..J.toJ7 U't'i.n& u 

tllq be<:oml needed. This Mthoc1 will !ac1U tate tax collection and &leo 
0 

Jlllce the tax ~nt aoore connnient tor U117 111U1cne or t.axpqwra, The 

illpOrWDC$ of tb1e b i.ndicated b)' the ~ct tbet ....S... pnellit tax ~ 

so !'11U1co 1nd1'11duala are eubject to the i.n- or Uctor'T tax, OOIIp&l'ed 

tc the six l!lilUon who tuod ret.ume 1.n 1939, It w1U aleo keep tuM•• 
en a current bu1a, and that 1& whet 1108t taxprqere deeira, 

The added burden which b placed on -~" b)' collection at tbe 

sOW'Ce ldll bee ... progr<~esi\'el,y Ugbtw' u .xperimce with the adllini~ 

ticn o! wi thholdi.na taxee is gained, The preMnt V1ct01'7 tax, 1.n q 

..... require• the dnelopunt or web a coU.ct1cn qet-

.u an aid to Uta stab1Uut1on pi'OCI'U, collection at Ute eource 

has disti.nct adY8nteces. People w1U adjust their spendinc to t11e1r 

available i.ncoae 110re 11Ul'8l,y 1t Ute tax il paid out u tllq recein their 

1nccaee . 

The eb1tt to aource collection, tor oooat t6ucpii)eta, witboat oollecti.n& 

two yeare• taxee 1.n one yeez w1U r equire .., adj...-t o! tbo!ir ~ent 

1942 tax Uabi.Uv. I t ...,ul.d be dea1rable 1t •""" a ab1tt could be enacted 

oo that oollaatiAa at. tba .-oa ceo atart en April l, 1943. llo contoaplatad 

piAn, bawnw, -w u- ~ n-mv ot .flli.n& the uua1 tax ratuma 

en liArch 15 &1111 et JllliDI at leaat the t1rat inetal~t on tbe taxpqer'• 

declaration. Tboae WIM•• Who will the tlleir retuma earUW' than 

ll&rch lS and wbo wiU JIIIJ _.. "- the lecall.7 l"equired ~t will 

net be diaedYant&Jed no .nt.r 'lllaat. ploD ie tinall,y adGptoed, md at the 

•- tilu, u.q will be helr•• t.beir .....-t.. 
~t adoption o! a prq~ plan, tbere!ora, will 1IOI'k out to the 

best 1ntW'eot ot the ~r one! the .11nancial poe1 t1cn of tba Oowan-•t, 

u well u aidi.ng t.be atab111aat1cn prop-ea. 
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HMJr: 

Randolph 
Paul: 

f!MJr: 

P: 

I!MJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

Hl!Jr: 

P: 

HMJr: 

Hello. 

February 9, 19~3 
10:~7 a.m. 

Hello . Thie is Randolph. 

How are you reeling' · 

Oh, I'm reelin~oh better. 

I hope you don ' t mind my calling your eon, 
because I thought you hAd apolten to him. 

Well, I dldn 1 t hAve a chance. He didn't come 
in last night until late. 

I see. 

He went out early, but- but I talked to him 
after this morning. 

Because I was upset, and I - and I gathered it 
must have been some meeting because you 
couldn't remember what he said. 

Well, I - i t wee - we quarreled eo much, and I 
could remember more or lees, but I - I thought 
I - as long as it wae what it waa, I wanted to 
get it perfectly aocurate. 

Was this at your houaet 

Yeah. 

What 1 a on your m1 ndt 

152 ..... 

Well, I Just wanted t o report to you that Mcintyre 
Just called me •..• 

Yelih. 

•• .. and he'• going to call you, he said. 

He did. He Just di d. 
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P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJ:r: 

P: 

HMJ:r: 

P: 

IIMJr: 

P: 

HMJr: 

P: 

Hli.Jr: 

- 2 -

Oh, well, that •... 

And he told me about Doughten and .•• • 

All right . Well, I - I want you to know that 
Doughten apparently is - is crashing through to 
that extent •••• 

Well. ••• 

•••• and I think - I think the situation may be 
thie that - that while we can etall this Smith 
thing ott this time, I think thia might turn ish 
a pretty good opportunity to get a atatement as 
to who has the damn tax bill beoauae it's going 
to happen again •.•• 

Yeah • 

...• very soon. That 'e what I told Mcintyre, and 
I tried to make Mcintyre think he ought to take 
i t up with the President when he gete- gets back 
in the morning. 

I tell you what you do, put eome o f your boys to 
drafting a letter tor the President to sign to 
Doughten that I can have in the morning. 

Ob, eu:re, that's a good idea. 

For the P:ree1dent to write to Dougbton saying who 
doee :represent him, and then •••. 

Well, I do~ ' t want to miee thie opportunity , you 
• eeet 

153 

Well, have eome - eend t or - talk to somebody and 
haTe .••• 

I will. That's a good idea. 

Do you like tha t t 

Yeah. 

~d then when the President eaye, ' Well, Henry, 
what do you want me t o dot• I'll eay, 'Well, I 
want you to send th1e letter t o Dough ton. • 
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P: 

HMJr: 

Pi 

KMJr: 

P: 

KMJr: 

P: 

- 3 -

Xeah. Okay. 

That'll ta,ke care or it. 

I may come down thia afternoon ••.• 

Well, if you're - if you're not reeling well, 
I wouldn't. It' e cold out. 

154 

Well, I'm getting awfully bored up here, although 
I have plenty of telephone conversation s. 

(Laughs) All right. Okay. 

Right. 

I 
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TREASURY DEPARTMENT 

INnlt OI"PICK COMMUNICATION 

.... ,.. 
Seoretarr Korgenthau 

R&ndolph P&ul 

Ftb1'1W7 9, 1968 

I attach hereto a dr&!t l etter froa the 

Preeident to Ch&ii'MII Doughten in aooord&noe 

with ;rour eugge..tion onr the telephou thie 

.or~, and a u.or&ncbm froa Kr. Blougll 

eau.rhing eou cliecunion on the record in the 

COIIIIIittee hearing• thia ~ 

.t.tt&obMnt 

./ 
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Dtar )lr, Cbalnlaa 

a. .... Dntt 

Pebnarf 8, lNI 

I han 'bHa W--' \bat then wu •• lheu11la 1a 

the,.,. ua ~~MM c-s.u .. Bearlllp JWiteHq, a whlu u 

appeared that 11M -"•1 1f the c-s.ttee ""' aeertaln a1 

to whether the 1'Peu1ll7 DepariMat, la prelllltlJI& tax "t'iftl te 
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the WI)'W u4 lfMu c-s.ttH, wu apeald.ac for the AAe!ntatraUa. 

'ro el.l.alute uq eollfualu 11h1oh ~ be 1ll t he e1JIU of 

111mbera of t he c~tt .. , er ot the publh coaeral17, on th11 

po1Dt, I wul4 llkt te -.b 1 t olear \bat the Seareter7 ef the 

Trtu11J7, u the thief fheal etfleer et the Oen,..at, Ilea t he 

napoulbllltT ot pr11nt1!1& the Thn ef the Melahtntlon on 

the aubj11t ot tuatln. Ttu MT han full eollfiaeue tbet 1D 

workiJI& 111 \k "fOV'I c-lttee oa tax •tter1 t he Searet&J7 of t he 

Tl'eaa1117 eoatliiUI, u be bel 1ll the put, to apeak f or t he 

UaillbtraU•· 

I ....U 11llil te tab tla11 oppertul tT t o o.-IUl the 

Co.iUM • tile Yip~' Dl upeiltloa wHh whioh lt baa approaebe4 

t he pra~ If Jhelll tbe 11l411'1411&l lne.- tax on a pq-u-rn-

go bull, u nr 'rl Ia., Ja4cet lfteaa&• of JIJIIJATf 6. 

I aa aUI't that 1"' c-lHM, a1 tbe renlt of ita llellberatltu 

on thla qullt101l, wlU ..a a eoatrlbutiOil that will be ot real 

aulatanee to the ~~ ot the oo1111U7 ancl to the tl1oal 

e7etee of thl Gne...-t. 
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IIBE'UNG WITH MR. P.lUL !liD MR. GASTON 

Pre1ent: Mr. Paul 
Mr. Ga1ton 
Kr1. ll.lotz 

Ftbl'Ual'7 9, lets 
4:46 p.a. 
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H.K. JR: Things are 1ort of popping. I aean, I kept 
af philo1ophJ for two day1. 

MR. P.lUL: Your philoaopbJV 

H.M. JR: Not getting excited undulJ. Ga1ton tells 
me that Walter ~inohell waa stopped. 

IIR. .t'AUL: I uawu he waa etopped, ~oaul8 I know . 
what he waa goi~ to eay and he didn1 t 1g 1t. The ato17 
ia told here. (Referring to article in "PK" dated Feb1'Ua1'7 9, 
1948, enti tled -winohell, Pear1on Cen1ored by Blue Jetwork; 
Can't Slaa Wheeler and IT•· ") 

Drew Pear1on - I knew what he waa going to aq. Tb.e7 
tried to 1top Drew, and he put up a fight. 

H.K. JR: I thought walter Winchell wa• 1n South J.erioa. 

MR. P.lUL: No, he i1 on the air now. I think he i 1 1n 
Kiaai. He broadouta frora there . 

B.M. JR: It aqa, "Can't Slaa Wh~t.ler end IV•· ~ 
MR. P.&DL1 That h a huclline, but if 7ou read dCIWII 

below - you eee, the new rulel they put through aake it 
i~oa1ible to 1'7 aUTthing. That 1tory coincides exaotl7 
with what Drew told me SundaT night. 

B.K. JR: What! 
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MR. P.WL: He had to arcue it out to be ablt to aq 
an,tbing. Tbe7 wanted to atop bim. 
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B.K.JR: lbat would be aeditioua about talking about 
the RuiiiJ. Pian? 

MR. GASTON: Intulting to llul, 

MR. P.llJL: You can aet how tht7 drew the rulu theN. 

B.K.JR: I read 70ur aon'a .. .o. I didn't get !roa 
that that what•t-hit-naae waa too peraonal about ... 

-
MR. P.l!JL: Be wu prtt,.\1 peraonal. I don't know 

exaotl7 what he taid. Be read .. the !irat draft, and then 
I auggttted a couple of addition• to it, 

B.K.JR: I bad the beat night ' a aleep in a aonth, ao 
it didn't upaet ae. 

UR. PAUL: I don't aee whf it abouid upeet 7ou. 

B.K.JR: 'lhen the7 aq a aan it up against 7ou'1 

I han nothing particular. I wu going t o do tllia; I 
thoucht I would tell 7ou. I aa thinkiAg o! putting ProcuN­
ment un.der John SUllhan. 

XR. PAUL: That ia !unn7. I juat got a aan tor 7ou. 
I just talked to Bill Dougiaa. 

H.K.JR: I haven't done anything 7et. 

WR. PAUL: I baTt bed aeveral interviewa. 

B.K.JR: I wa1 getting dtaperate. 
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KR. PAUL: There 1a a UD -.ho u .. d to be in the SllC 
naud Joe Panuoh, and I Ju•t talked to Bill Douglu. He 
baa been over i n BEW for about a rear, and he i• prett{ 
experienced at that aort of thing. I juat wanted to o ear 
with Dougla1. He 1a 1ort of a protege of DougJ.ail and I 
wanted to oJ.ear whether there wa1 anr reaaon whT he left 
there. I ju1t got a nry 1tr011g baoklng or 1troog recoa­
mendation tor hia. 

B.K.JR: What il be doi.ng now? 

KR. P.lUL: Be ia doillg nothing 11ow. Ba hu left there, 

H.K. JR: 1lbTl 

KR. PAUL: Beoauae he had aort of a fight with one 
of the people over there who he aaya waan•t &117 good, a 
tight about which he told the ator{ to Bill Douglaa right 
along, Bill agreea that it waa no hia fauJ.t, 

B.K.JR: Ia he a fairJ.y powerful perao11? 

KR. PAUL: Be ia an aggreaaive, atroDg peraon, {ea, 
but he ia tactful. Bill told ae thia afternoon abou how 
he put k1a oa the job of gett~ on the right aide of 
Judge Cox up ln !In 'Xork, and Cox wouldn't enn coae to a 
cllnller at the firet at which Dougle• n• •peaking. I aaw 
Panuoh in conference with Cox, and ~ox was eating out ot 
hie band, so he .uat be a pretty good fellow. 

H.K.JR: Juat aince Bill ia on the SupreM Court? 

KR. PAUL: No, thla goes back to the da71 when be 
wu head of the StiC. 

H.M.JR: I can wait another da1 or two. 
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UR. PAUL: Be is in town. 1b1 don 't 70U juet aeet 

b.UI and decide for 7ouraelf? Be wanta - I told bia a 
little about it When be came in 7eaterde7, I saw bU. 
Sunde7, and be came in yuterda7 and taw Joe, Be ia 
very much intereeted in it, and Joe wae rather iapreased 
wi th hie qualifications. Be raiaed tbe que•tion about 
what happened at BBW, and ao I called Bill about that 
just tble afternoon. I am not trying to take tbie ewa7 
froa John SulliTan. 

B.ll. JR: 'tbat I aa doing h tightening up tbinga 
eo that lese tbings caae to •• and I can aee leta 
people during the da1 - that it a, whole object. 

~R . PAUL: I haTe been working on it. In fact, I 
ban another date wi tb another aan. 

B.ll.JR: Hie name ia-­

MR. PAUL: P-e-n-u-c-b . 

H.ll.JR: You br ing hia in, wil l 7ou? 

UR. PAUL: Ail r ight. What tiae? 

H.ll. JR: Three- thirt7. Will 70u be here? 

llli. PAUL: Yes, I will be here . 

H.ll.JR: I can wait; I baTt we.ited tbis long. 

Wbat else ia there? 
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llR. PAUL: I d.id a letter aa per 7our auggeation, 
and I haTe a report here of what happened up on the Hill 
tbia aorning. I tbink when 7ou red that report - Blough 
wrote it, he waa up there - 7ou will agree that eoaetbing 
baa to be done. (ll•orandla dated February 9, 1943( 
banded to the Seoretary b7 ~r. Paul; oop7 attacbei.J 
Did 70u read i t, HerbY 

llR. GASTON: I read it. 
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H.K. JR: It ..,,, • ••• IUoh a etat .. ent itiUt d b7 
the Seoretarr of the Trea1U17 would not han bean out of 
order." 

KR. PAUL: D1ane7 fo .. behind ue a hundred percent. 
He IU&DI that the Secre ar7 ouldlt to be tbe one to apeak. 
He ie all OD 70Ur tide, That fa all on the record, 

H.K.JR: !1 it? That 11 Dice, BaTe 70U teeD this, 
Herbert? 

KR. G!S'roN: Tea. 

KR. PAUL: I jutt can't operate up there if tbe7 
are going to quettion aJ authorit7 to apeak all tne tiae. 

H.K. JR: It ie a good letter, 

KR. PAUL: It 1e aiaple. The ODlf part o! it that 
I aa fearful about ia this whole ~nee situation. 

H.K.JR: Are rou up to going onr ud seeing Kan1n 
Koint1re if he 11 there? 

KR. PAUL: Sure. 

H.K.JR: And lea11ug thla letter 11 a auggeation? 

KR. PAUL: CertaiDlJ'. I u up to 1D7thlng on that 
front. 
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B.K.JR: You aee, when he aeea the President taaorrow, 
which he will he could then aa7, "Thh 11 what happened 
up here, and thie h what the TreaiUrf would like to han. • 
That ia a good letter. 

(Kr e. Ilots entered the conference.) 

(The Secretarr held a telephone cooYereation with 
Kar.lu Kciotrre, a• fcllowa:) 
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!OIJr: 

Opera tor: 

!DIJr: 

Marvin H. 
Mcintyre: 

!DIJr: 

M: 

!DIJr: 

)(: 

!DIJr: 

M: 

HIIJr: 

M: 

!DIJr: 

II: 

HlCJr: 

M: 

HXJr: 

II: 

HKJr: 

M: 

Hello. 

Mcintyre. 

llarv1nt 

X eah, Henry. 

How are ;you- all t 

Al.l right, air. 

Have ;you got t ime to see Randolph Paul nowt 

Yeah, sure, I have. 

Be's got a report or What took place up ther e 
th1a morni ng before Waya and Means. 

All right. Do ;you mind it I sell him an i dea 
while he's over beret 

I' d be disappointed 1t you di dn ' t. 

(Laughs) Okay, Henry. 

And, also, he ' s got a suggestion or a letter 
that the President might write to Doughten 
which I think would be pleaa1ng to Doughten 
and would clear up the whole matter. 

Al.l right, tine . I' ll be glad to eee him. 

He'll come right o•er. 

Shall I have t o lea•• any word at the gate t or 
hillt 

I'll have him come in thr ough the Lett Wing. 

Oka;y. 

Beet 

Right. 
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HMJr: We can get him over there. 

II: R1gbt. 
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B.».JR: I don't ate an7thing better. When be goea 
in be will ny, "Look at the aua that llappenad. • 'l'he 
Preeident will ••7t ~at ehal l I do?" HI will e17, 
"Here ie 1 letter l would like 70u to wri te.• 

I think that ia the beat thinf. I think that would 
be ewell becauee then the Preeiden - he walke in to­
morro• and the President heara about thi a disgusting 
per!orsance on the Hill, and here 1e a auggeatioo t o do 
I «JJit thing. 

WR. PJ.UL: It ie partlcullrl7 •barrueing to me 
becault the next time I go ~ t here the7 wi.ll aay, 
wpor whoa are you apeaklng? 

H.V.JR: it pute 70u and me in an iapoe1ible poai­
tion - IDI tiret. ntia way you go Up and 11.¥ rou are 
talking !or ae, and I aa talking !or the Pres dent • 

• 
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B,M.JR: I don't eee an7thing better. When he goee 
in he will aar, "Look at the mese that happened." The 
President will aar, -what ahal l I do?" Be wi!l •a7, 
"Here ie a letter I would like JOU to write. • 
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I think that ie the but thinf• I think that would .. 
be ewell btcauee then the Pruid~::~....-n. wa!Jca in to-
morrow and the President heara about thia di sgueting 
pertol'llance on the Hill, and here h a auggeetioo to do 
sauthing. 

lilt PAUL: It h particularl7 •barraning to me 
becauae the next time I go ~ t here the7 will ear, 
"For whae are rou speaking? 

8 .W. JR: it puta rou and me in an iapoui ble posi­
t i on - me first . Thie ftJ rou go up and •1¥ rou are 
ta!Jcing tor me, and I am talking tor the President. 
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Ptbruar,r 9, !948. 

ltDlOWIXJK TO TilE SECRETARY 

From: lo!r. Blough 

SubJect: Ways and Mean• Comaittet di iOUtlion of 
Harold Saitb pre11 interritw, February 9,1948, 

Prior to the openin~ of the ••••ion of the 187• 
and Mean• Caaaittee, Cha1naan Doughten told •• thlt 
he hid tried to retch the Preeident by telephone ~ 
that lo!r . lo!cintJre waa going to call bla baok. 

At the beginning of tba Caaaittee aeation, 
Congres .. an (Dutson said that tbe Comaittee htd listened 
to Mr. Paul last week and thought it was getting the 
Amainistration Tiew on pey-as-you-go. He said appar­
ently thia was incorrect and thereupon read part of the 
atory which appeared in last eTening'a Star, purporting 
to be an interriew which ltr. Harold Smith, Director of 
the Budlet, accorded an Associated Preae reporter. 
llr. lnuhon aald the COIIIIIIi the was enti Ued to knn 
what the Adaini1tratioo Ti .. l were. He accordingly 
made a action that the Caaaittee atk Secretary Morgeothlu, 
Mr . Byrntt, Mr. Sllith, Mr. Be.U, Mr. Su!lhan, and llr.Paul 
to be oalled together befor1 the Comaittet to ••• "where 
we are at. • At thie point Cbainaan Dou~ton •• called 
to the pbone and the meeting wa1 1Uiptn4td for perhapt 
fifteen alaut••· lben he returned, llr. Dltney aoTed 
that the C~ttee han lfr. Saith appear tinct the prua 
etat-t ba4 Hell ginn out by Mr. Saitb and 1lnce it 
ue cle1ln1ble to dilcourage people in dlfftrant gonl'll• 
aental ~t• froa confuting the ittut b7 giTiDg 
out tax batenl .... 

Cbaii'UII Dought on asked to ban the motion• wi tb­
held whU.t )Ia aaa a 1tat .. ent. Be eaid he h.ad talked 
with Mr. Saltb and had tuggeated thlt he appear befor e 
the Caaaittee. Kr. Sa1th wa• reluctant to do thit but 
was sending up a atat•ent indicating what be hid said 
to the reporter. At tbit point lfr, (Dutson withdrew 
hie motion in faYor of lo!r . Dian•{· lfr, Roberteon said 
he did not aee &DTthlng wrong wi b Jo!r, Saitb'f stat .. ent. 
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A• a aatt er of t act he aaid he had called Kr. Saith 
to congratulate hha on reca.aending what he aaauaed 
wae hie 19 percent forgiTeneaa plan , Be aaid Kr . Saith 
had told hia that there waa ao.e aiaunderatanding, that 
he had not reoa.aended the plan , l r. Roberteon aai d 
he wae opposed to the Resolution to baTt hia coat up 
but hoped that he would aee tit to ca.e up when he 
could apeak not only for himself but for the President. 
Chairmen Dou6hton then cited the Times-Herald etory of 
this morning, to the effect that Kr. Saith aaid he waa 
not 'feaking for the President. Vr. Robertaon aaid 
that n eucb case ht should baTe kept atill. 

Kr. Disney then preaented hie motion, saying that 
other Departments may meaa into the tax problea and 
tbat auch stat~ents f roa tb~ were out ot order . He 
said that auch a stataaant ieautd by the Secretary of 
the Treaaury woul d not have been out of order. 
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Mr . Cooper agreed that the incident waa unfor tunite 
but said that newspaper• sometimes make miatakea and 
apparently that had occurred in thia caae. He said the 
Committee waa justified in assuming that Mr . Paul repre­
sented the Treasury and that it wae to be observed that 
Mr. Smith had not aubmitted any statement to the Comaittee. 

At thia point the Cheiraan suggested that Kr. Disney'• 
motion be lett pending until Vr. Smith' s statement 
erriTed, Thereupon Kr. Dianey said it would MYe a 
good public effect to let Mr. Smith worry for a while. 
Congrea...a Gearhart caa~lained about delay and said 
._o Bureaucrat is too huable to reach up end give thie 
Ca.alttee a poke in the noee• and that the Ca.mittee's 
reaction waa Just to put it off, vr. Dingell said he 
waa agalnat all aeddllng atateaenta but thought that 
Mr. Siith had bean grossly misquoted . Vr1 Knutson said 
that newapapera are r ight in interTiewe 9~ .99 percent 
of the time, 

Congreseaen Reed aaid ht did not l ike thia lack 
ot team work between the Treaaury and the Committee . 
Yr. Dianey replied that thi a waa not the Treaaury but 
the Budget Bureau and that there bad been excellent 
team work between the Treaaury and tha Ca.aittee. 
Vr . Reed then aaid that in any event it abould be made 
clear to the Treaaury that it ahould not keep changl~g 
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ite etory. Be complained that la1t Tear the Tr•••ar.r 
had reoaaaended maintaining the_per1oaal ea .. ptioa• 
in it• etat.aent1 to the Bou11 W.,1 and Kean1 COialttee, 
while it had recaaaended lowering th.a in it• atat .. ent 
to the Senate Finance eo.aittee. Be aald thla made it 
very difficult for the Wa71 ~d Kaana Com.lttee, 

It waa decided at thia point to proceed with 
tutilloey and hoJ.d llr. Diane1' a aotioa in abe1anoe 
until Kr. Smith'• statement had been received, The 
stat.aent arrived just at the and of the ••••loa but 
in the ab1enca of a&nl of the aeabera it waa not read. 
The Committee adjourned until tomorrow aornlng, 

RB:ded 
2/9/43 
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HMJr: 

Opera t or: 

HMJr: 

Opera tor: 

!DIJr: 

Claude 
'liekard : 

!DIJr: 

'II: 

!DIJr: 

W: 

IDIJr: 

Wt 

IIMJr: 

.,. 
!DIJr: 

ll: 

!DIJr: 

W: 

RMJr: 

Hello. 

Secretary Wickard. 

Hello. 

Go ahead. 

Hello, Claude' 

Yea. 

Hen17 talking. 

Well, how are 10u' 

rebrua17 9 , 194 3 
5:o4 p. a. 

I 1 a all right. How are you-all? 

Well , I'm still - etill hare. 

Good. ' Claude, Mr. Hemingway, the pres i dent ot 
the A. B.A. vas in- the American Bankers ... • 

Oh, 1ee. 

•••• he vaa in to eee me about thie proposal ot 
youre to loan through the R.A.O.O • 

Yeah. 

Nov our i ntereet ie th1e, there 1 r e alx or seven 
thouaand banke ln the aiddla vee t that are oulte 
upset about th1e, thtt we've got to r el1 on "to 
help ue v1th our twelve b1111on dollar financi ng 
l n April - hello' Bello' 

x ••• 
Nov do you euppoee you oould eee them Saturday' 

Saturda1 - I t hink eo. Wait a minu t e, I'll have 
to t ake a look. 
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II: 

HMJr: 

W: 

HMJr: 

II: 

HMJr: 

II: 

HMJr: 

'II: 

HMJr: 

W: 

HHJr: 

W: 

HMJr: 

W: 

HHJr: 

W: 

HHJr: 

- 2 -

Yea, we'll aay ten o ' clock Saturdayt 

Ten o 'olook. Nov the poin t that they want ia 
th1e - hellot 

Yea. • 
Thst it t h e banka . oan make a loan, they'd like to 
be able to~~ ahead a nd do it. 

Yea. 

Ballot 

Yu. 

It they can't make i t , okay, let the Government 
make it. 

I've already put out inatruotione t o satiety t h em 
and leave in all that , but I - maybe they don't 
believe me. 

You don't believe vhot 

I aaid maybe they don't believe me. I said we 
have aaid that theee R.A. C.O. loans are not to 
compete wi th other loana that are available. 

Well, the e naver i a you're right, they don' t 
belieYe you. 

Well, I don 't know whether they do or not. Maybe 
th17 don ' t understa nd our inetruotiona. 

Well, I mean .••• 

••.• on Saturday. 
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It J OU would, because, ae I eay, we 've got to work 
~ith them on theee - and my own feeling and Bell '• 
1a that what they're aek1ng i e reaeonable. 

Well, I auepect that what - wha t they're asking ie 
what they already have, but I'm not aure. But we'll 
eee. 

Well, I'd appreo1at e it, and you- you get my 
1ntereet. 
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ll: 

HHJr: 

ll : 

HKJr: 

ll: 

- 3 -

Oh, )'ea, I do. 

And I'll have thea ther e et t en o'olook. 

OkaJ. 

I thank )'ou. 

All right, then. 
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P'ROIII llr. llulllftll 

Till. a 110m1Dc wt.1 7011 called. M to J'OIIr office, Cong"a..., 
Beld1r1n ot ..., I orlc a<triMCI ,.. tbat he waa ltu<>~tift Vice Pr .. 1.dant 

ot the Nitroloy Corporation trOll which, tor the put tbrM ,..are, 
be ha.d clrun a aalar:r ot Jls,ooo per :rear and. a bom1a ot Jls ,ooo 
per year. He ateted that laat ;year tba directors ot the corpora­
tion ba.d cleo1ded. to YOW bill an a.dd.1tion&l bonus of Sl01000 but 
that he bad per8lla<lecl tMa not to do i t at thet time but to do it 
earl7 in 1943. He aated. :rou 1t 70" thought it woul.d be obJection­
able tor t.b1a JlO, OOO to be paid. to !WI """ Publ1c Relat ione 
Cowlaal t1ra ot Beldlrin, lll.lneon and II&DD, ltdcb wwl.d th., PIT · 
1t to b1JI in aa1ar:r. You ed.Yi 111<1 ilia tbat 7011 wre not tllldl.1er 
wit h the regulations perteining to increuaa in aalar:r ard boDWI, 
but that i .t .,cb a bobla could properly be paid, you thought it 
ebould be pe1.<1 dJ.rectly to llr. Beldwin rather than to bia t1ra 
ard then to bia. llr. Balclllin agreed. that tba wggeeUon be bed. 

JUde aacked. ot cii1C&1111'7. It .... than ocrMCI tbat be and. I 
~ to d.1acuaa the q>eation aa to whether or not IUcb a bo..,. 
waa proper. 

When we reached .:, room and began to go into tba tranaaction, 
llr. Baldwin r at erred. to the poaeilxl.llty that Congress llight repeal 

the Salary lltelxl.lluUon FoYiliona. He turtber stated. that the 
JlS, OOO bo,... which be could. gat now woul.d be adeq\latll tor h1a 
praHilt llled.a, and. he conolud.ed. tbat • aboul.d postpono lilT coa­
aicleration ot h1a application tor approftl ot the a.dd.1Uonal 
SlO,OOO bollll until later in t he year ...,., he needed. it an<l llhen 
the Concra•• ba4 ha.d an opportunity to expreaa ita Yiewa on Selar:r 
Steb111aation. 
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Fobn1&17 9, 1943, 

'lbU .orD1llc att.r eoncna•..., 8aldw1n lett I told 
J"CN that lll'o Paul, lll'o BlOQCh, Ill', SI1JTe7 1 lll'o Cann and I all 
•creed that corporstioae obould be grsnt.cl utonoione 111 t1l1n& 
their inc.,.. t.ox retuma and that th1o coul<l bo <lone under ao 
arre.nc-nt we bad .-de witb tba Controllore Inotituto ot .&Mrlco 
and the "-orlean Inot1tute of AccCWitonto oo that ... would. get 
all of the Wor.Uon we nee<le<l for purpooee of ......,.ue eat~ tea, 
You otot.cl that if ,., all ,.,,.. 111 accord on tiiLI attor :rou w re 
agreeeble to our e<loptillg tb1l poU07. 

I am attaching hereto a ...,,.ndua !rca Acting COIOIIia­
oioner Cann wh1cb ot1tllnee the CO!lrel "" 1dll toll010. 
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TREASURY DEPARTMENT 

WASHINGTON 

Ff:t 8..., 
Vemorandum tor the Secretary: 

There are attached copies of letters to be released, 
subject to your approval, to ~. F. G. Hamrick, Chairaan, 
Committee on Cooperation with the Treasury Departaent of 
The Controllers Institute of America, and to Kr. J. A. 
Phillips, Chairman, Committee on Federal Taxation, American 
Institute of Aooountants, upon the subject of the policy to 
be followed in granting extensions of tiae to file 1942 
returns. 

It seeas clear that because of the difficulty in ob­
taining or retaining efficient personnel, ~ reason of the 
demands of the war tor their use in acre easential under­
takings, the accouatants and controllers will find it ia­
pcssible in &anT instances to prepare and file the returns 
of some of the larger business groups on time. · 

The letters proposed to be released will relieve some­
what the positive rules of last year and place with the 
Collectors of Internal Revenue the discretion to grant ex­
tenSions of not more than sixty days it there are tiled 
with the tentative returns to be required certain data 
considered essential to the preparation of estimates im­
portant to our studies of the revenue results to be antici­
pated in consequence of the 1942 Act, as well as tor other 
purposes. The data to be required have bean outlined ~ 
the Division of Tax Research. 

Repreaentatives of the accountants have indicated that 
the{ will be able to provide the in!orsation and the repre­
sen ative of the Controller• Institute reports after a 
canvass of the membership that a substantial percentage 
will supply the needed data. 
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We should recoghize the very r eal difficulties to 
be encountered under the present circumstances by the 
men whose duty it ie to prepare returns for the larger 
taxpayers. By the same token, it is not unreasonable 
to require unusual efforts on the part of these men to 
meet so tar as possible the filing requirements of the 
Bureau . There is, too , the possibility that unless our 
policy is modified the matter may become the subject of 
Congressional consideration. 

The Bureau proposes to continue ita strict rule of 
last year with respect to extensions in excess of sixty 
days. The plan aa proposed will not affect the timel.T 
collection of the revenue. 
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TOo 

FRtJh llr. Sull1 .,.., 

111 accordance '111 th ;,our inat.Nctiono at t.be lOolS 
-t.1Jic on February 8th, I tlllcacl with Conue•- Sabath 
about Un1ll& up hia D.llnoio a.J.egaUon 1n de!.,aa ot 
llr. Pielcana. He .,... entire!J' IJ!Ij)at.betio to our pooiUon 
in thia Mtter ancl he w.,t -..s1atll;f to tbe Floor where 
I oaw h1a clo what •wearecl to be an e!fectin job of 
buttonhollll& •IIbera of t.he Co..,re11. 

This 110rnill& I saw Co~~&rel...,. Oavagan of New York 
whom John lleCormaek bacl reeo-ndecl u the ..., to •• 1n 
the aboence of Tom Cullen, the leadlr of the New Iorlc 
delegation. llr. Davagaa &lao wu oompletlly e:v-patheUc 
to llr. P1ck1111 ancl ulltll'ecl .. that hie dalegation .,uld 
faYOr the appoin-t of a lll""-ittee of the li!uaa 
1ppropr1at1oD8 Cc.dttee to bolcl -tingo on obargeo 
ageiJWt Oove...-.t eaplo,...... Tho reeolution appointill& 
llloh a lllbeo.mttee wu adoptecl earl;f th11 ett.ernoon. 

186 

Regraded Unclassified



• •• • 

pct ,/~08. 

JORBIOK omCB, s. 
"-- . ......~ 

~ ~ i4,-P 9+.b Jebruary, l~ll. 

r ~? 

--
Dear Cbaoo ery, 

We should be gratetul it 
you would bue tbe eoolosed letter 
froa tbe Pr1ae IUoister delivered 
to Kr. lorgeotbau. 

Yours ever, 

Tbe Cbaooerr, 
Br1i1sb Babasay, 

• JasbiogtoD. 
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.... , ··-· 'StiR 

January 24, 1943. 

l"'1yJ - H- 5 H.-,,__, Ill-. ., 
Thank you so .uch for your letter of 

December 2, which has reached me in Africa where 

I have been in conference with your President, 

It was kind of you to think of sending 

me the record, and I shall look forward to bearing 

it on my return. 

H. Korgenthau, Jr., 
The Secretary of the Treasury, 
Washington, D.C. , 
U. S. A. 
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TRIIEASURY DEPARTMENT 

-Felml&rJ 9, 191.3. 
1'0 

,..,..llr.~ 

111 tJM - ot W. _,.. 1t. ..,, la• 11 Ulat. \lie ~ Serrioo, 1a '11• 
t.bt .t\&rp decltM 1a .... r111 Jer ')ret._ ..... __ ., bad I' ...... t.be +• .... 

I•U•oat.l.Oil aad W elneob' "- .au. ~-· t.e t• - ..ua.. 11ooee .. ~~~ .. 
~ DK etr'M'\ of ••f sf. pu1 ' ••efp 1 ~ t.be r'C'd•r ..tr:~U.. 
penoDI'Iel eft1.la!ol• f01t t.be w e! 'II ar aot.1'11t.1M of Ula Ca.....t =· 

Regraded Unclassified



.............. L, & .... ...... ... -· -....... ...,. 
MJ '" IZ.I!IL! .... I!!KJ!It.!*I!JN.'I!!!..!•!I!:!I'a= • 

Al ...... 'M lltdt2d U fl 'W Ia - ...U lat. ia .... 2,, ........................... . 
_.._. ...... ...., .................... ..-.. OW' 

....., u es • *' ••' a •• • - --::::; ''a--. .......... '.. ' . ... ..... 
~ Wl- 16 SSe 

192 

.... ...,.._,, ...,. es • • • *'" 2="- _. u. =srt _.___ ..... Ia .. cwt ---

- • a - • ... aa11 w ... ,.. • •• • _,_. wrt1 
...... '• _ .... !llll 22 ,. ............. ... ...... _ _. ....... ,_ ... _.,," .... .... 
_, a, • --· e6 ., Ia'- llftete•s rtus- Sa-
'"2 ........... ,_ ______ 'Wsul•,.. 

... rQ Tj 2 ......... ~ fJI 
0 

0 

111 .................. , ..... 2 .... "-....... , 2., .......... -terl?a'M ........................... «=--­---....... ._ .... _.,... .... :::::: ...... ...,..,. .. aer,...•u••••..w•w ,...,..., 
~ ..... ~ ................. ----· ...,. .:. .... 4r .: .:.-..... • 

Regraded Unclassified



-·-
X\ ...W-. -u I *' &1.._... e .a. .. ~ 

-~-~_,.,.: 1 .:_.s;_:*:a.e•=s' .,.... 

193 

or 1 
M ,_ Ill I e r I ,_ le 

,. • .. •• -. s " 1 a u= aa -..,.. a-a. o 
0.. ?I• le UIU Ul 5 t- 'rAt Ill ....... 

"""'"- t:sl..... -. a 'I•... ! ..... ____ ..._ ............. , ..... ut t:rts•-
0.' •'•••J 5 ...... ,. 1u aawr=r. 
s r '• * IMII ul ... t&utt.a Mta • ....., ...U, swtut•s ... 
rsrsrer ul ............ - ...... "-a I I M" t $ INa la 

--~--_........... -----­••"--I...J!. utsrM • ... I .. , te3e' rt ~ iw? II .... e 
• .. . .. * =s'•- ._ • aut J'l= ulo.terr•••-· -- ---.. wutr eutsMI:IIM • t: r--. 1\ - • ...... a nu,. ?t:rlf \M Ser'llr 

- e ... el .... ll\W..- W 1 W le pa 5' JW ps I ?'ttW 'r 

-·-·· ....... le .................... --
1 u teat e6 _. le .,.. rest: e6 -. .. ,_. • .,.. le NlftW • 

.....a,. ta-. .._. • ,,, w'"pt-IM8 a ' 
• ,... : • a a ._ en 

... , .. ··--ul-........ ·-lel'll'•• 

_, s a I ------·· seiW \MtW -err • Jftil"- 'WIIILt ;; ._ tsawro _.,.. w * tsrslw'• -
... ... elotrU= ?lfte ........... __ .. 

• • l5'l• fll.... • er«= au llftlt..,.-• 
............. ,._ .. JWIIl' .................. -
'ftnM .... ,.u.r ... 9s1w gUM .. all._. • J •• ...... 
..... a ................ " sawaaw• nletlr 
.... e6 ............................... . ...... ..-. ............ ,.. .... .. ,., ......................... ..... 
-.- •X J < ..._ ........ _.. 'r a.wu= 
e6 .. a Art e6 .. , -.. • utOUsl. le .. 
- Ulr'"n,. • sue .. tr SJ' ,_-_.._ .... 
tsawr1 n"*s e6 • are • 1 a ... t < 

II.. Eeld' ... tllti.W ta tstr -- en•-• --:.::c......... ·- _,,. • . =:s::s. 
.. e6 .. at ' .. '" ·- ::.:-:·~ 
•te 0 , ,,.. :eenu.,..., • ~~ .. •• a:._ 
........ , ' " I _. pa -- .-­
W a. 

Regraded Unclassified



194 

-·-

-- • 7 7 ··- 7 1';'::.::;..• • --Ill s? :a a .._. _,, •.,.. 
............. 7 ......... \ ....,, 

·;;:;~ · 
a IW' - I .ys=, t -~ 

1 
... , I ... 'I -= - - -• • • • 

0 • II u • 
II 'i. 

-- It - :, • • • • - I .. 
• • I _, - -• • • • _, - -
- ua • l ll t • " • • ' I • l • • • • - • u u 

• • • - I l • 
• .. l l - - -• • I • I I I 

-a. ••••• .... ... - ur ., - -
......... , .. , :w ........ 

Regraded Unclassified



-·-
Ia _. '- lake .... &a I '1 .... HI .......... ... 

• , 0 .. _. , ....... ,... ........ .,.,.. .... ..... 

~ ............... '1 ................. ... 

~IM11 • .a&tlzla• c ,.,.._., .. ,.... • 
........... .. _,.. .. , .. a...,-a.IMe ''-" 
'- ....... 1 ................... _, •• ., ......... . 

.............. _.__ ... 0 ........... =1!!!: 

., •• , -! .... ..,.~.,..... ........ l.u.a a',_. 
t• ,. -- Ia.. ._., _. Ccaeqw•e .,...._ 

u ....... --,.. ' 
3 

- ....... - ,. Ill ,, ........ 
q•w1 .,. _ _.- ala Ia 1M~·~ 

.... ....._"' ..., - ...... I • ltca w 'sa 
*UII .. 'all .... ._ ,... amceat tc nu '' "' .. 1111111 ., _.,,... .. .. . 

... ...,..._.. lftla ... wftlsa:el e - "- fll t II II ... -'' "'. ......... .. ... ... ... ..,.., . "'.. ' 
....... ICIIe "' ... twa ... "' .. Mtal1 "' ... 

,1!.\:::t-:.;-.::.. ::a:---.. ':.==~.:.:-:'::-.." 
• zaa' •- e ne•a M Ia 'wo 

... 0 0 IS 11-'z .,._ ... 11 d 3 e ,.._ ..... 

lad•• Ia ldl_., kt._ zA1io lei Ita== d,... lr 

•
... 1el&_

11 
... u as •- tc .. .... ,_.. • lr Jlllilttt:'.:.. 

all fll u w '•• _. "'....,.. tw -a• a' ~-
cMcMI£ 'w• . 

.. .... • ,..., tecclcl .... .,.. ... --- -===-" 
.. tiJir Ill Wr - ,..& .... to Ita cWt lr we all 

.. r.1 1' W tl•, I 1 Ia AeeslrrclatiCI Ia 

.............
... "' .. 2 a ' • "' - 2 .r-· = ............. - ...... .. .... ....... tu-:.. ..u.-= =:', snz:-.. z:=;: a ,: • ..., "' • -

.. -a-.... til ......... .... tear ..... ,_ ... 3. ,3._ ........... ., .............. ., 
._led?. ... ... -..Uzur t:e1 •• • 

u.....a :r;:."' .a nuw11•MW _. W.. e s.s.,.= 
:.·.,.. ... :r~..::. ... ~-.:'!:!rJ'~.:-
... as---...........-. 

195 

Regraded Unclassified



I ·•· 
·~- \awel ... ._..._, ..... ...._ 
:;-..a;.;: .... -- I ...... fi0VQ .ell& ... -... 

M' 1 , .. :C •-· .. · ck ''-• .. '0 ,, , a 
............ ... ...., ..... , I 5 , ....... 

:==:"'. a' szt;..-..=:--.-=::.,::: .. n 
... - .... ., .. '-""- .. ,.. 

3 w .. ~?5·51 .... 
.. .. , fill ........ -'" .... -...... ....... md, .. ..... , ........ , ,_ .. _ 
~-- ., ... , ,,, ........... ... 
.............. ..... .. .. ., ......... n .... .. 

W I 11 ll:plr a f/1 ... IJUt ..... e .... - ...... " 
m· M' a as·• .._.,~,..... 

> •1 sd Ia s .. c ....... .,... .. ,.. ... _. -
Jled ... "'- ... -..a.. ...... _. ..... .. 
.. ...a .,. tot II ..... "- ......... ""' 

., ... c' tun ...u "_.. "•• '• e ... 

ftl ... -;, .,.,._ ;t .. nee ,,_ f/1 •• t "w-. t1w -'ITIIIIF 
... ,. ... I 17• f/1 -- "sRI IS " jSJJ II .. . .... 

- • ~ ·- - ....... .u "' .......... "' ...... -
............. -- ............ ftw ......... a .. 

..... lel!ta•• ..... - • ....u, .. sa •- 11M ... ....... .. ,.,._.._ •• _..,a- tw 1 'we 

....... _-:- : ::- .. ,::;:-... :-:-:==~;=!:.a .. IV' a a 'v 

...... • .... f/1 .. ._,..._, Uzl 14 .. I Sl"a 
~,__Ml_ .................. , 11 . = ' :..£ .::":1:- 1 tsnoc ov:_ ~ ~f!d '::.: 
•••• ... , r .,._ lsR ==• "mM· ... .., 
Ia tr? Mll k _.. '- _. .,._ ..... -- ..... ._ 

~,, '" .. =·.: :"',. =::::.= .:-:: t Jill 5 ............._ •• ..,..., .. ...,...,....,..,w• , 
____.........- •• ~ ........ II' l , 'I IMI 
.. ) a p .. ... lo llmPIIId 

.......... , 1 •• .. ..... l ~~·--

................ .. rlt ... .................... ... ............. -
:.::..-:a~ ..,. -=!'.::.~ ::-.:=-........ .. 
.. '- ........ -::. 0 , .. .,. ......... 

196 

Regraded Unclassified



197 

-·-
lllll• - fll .. ~~ , 2 PC - .-!!Iii-, ...., .... ,..., .................. lilil.,.,.,s 
....... 0 , ................... ... 

.alP 1 ' \ •--. •u;u 7 •!111!.-_..,.., --70 ... .... ., ...... 
aut's .,._ •• ._. ... ,. ... ..._., 7 smw. 
Jlft..Uiff tlfl\l_ ...... _ a • 

--.,..__.. .,.............. -_,csaw 

~ ~ -:;:-wr"'* ... ~=-r.:-:- '= 
::.r .. n:-::-:.r·~-=. aL'::.: :-.. -
•..., • .. a en "'w. JTIS'-

·• .... 77P ..... • ·--- ~-:~~..,.. -:/':.' 1 ;t>z 'C: .:..;7:s ':- u = ~ =; a-:'.v.; -:•.rrJ::.~:.:z= :-.. -:--• a s 
- • nm esr e a • 

v 

.........__... ., ............ .. ..... 
~ A .... LU IE Ia? I 'nd'Fss 4tlg ... 

• !:U !::'V f.:.:: :,• s -:="'..a, a ..., -; 
•-- .. air "'» n..,•-...n-• ........... ·- ... «=--"-...... 
" a ...... alii ; .... Ftdso 

.-.....-.. ., .. . 711 ....... , ............... ,.. ......... -.. 
s n -a 1 ., • a as .. ....a_.. u "!!)7 • 
"') .. ' -- - --·· .. , ill .. A fliP> en•• ....... ... - *: ;, ........ 7 ....... , .. ::;::::-: 

~.; I •tutCil -· t7 •r a s 

-

-- .... 7 II' b: ..... -·· ,, .... 
...... ~ 1\lfU st• 1 .,... .. ... ._ .. ,... .... &CIIIWn•• a::,u; ... . 

t&U7 fll ....a 5I l¥0 .. IUS ttQ? • fll 
........ .,rn ..... .. ....... 
• --· A .. 03&1 -·.. I -: L ;:::."' ., •=-atss• rm .. .-~ a en 

Regraded Unclassified



- 198 

_,_ 
~ .. 16 .. ' ,., --·: ~: .................... , .. :, . 
..... , ,. 3 -----·~~~~~ .. _ ... 

~ ... :-, ::·"'.: :.r.: ='" .. Ma:: ,_ '~·~. ·::.u • ............ ,...au.. • .... -. 
1\ia ........ ., .. __ ................. 7 .. 
Mt?leP 9-. 

~.. 16 .. 0 ,.,, ..... 

:.-a..r --==-.:en-:=~ .=n:\ .:.-:.:. 
.a- ...u111 1 7' • te • .. aun s .............. . ...... ., ......... _ ..... 
1111 ·so ,_.,_ 2 ••• .,...,... ...... ._._ ..... 
.. nu .aan u ane _. n ra .., r • -. ------ '] , .................... _ ... " = Lei' .c:: :...-:: .. , ~ ..... =:-,-:a-: ... 

• Ia su!&W- Jztwt-.w IPS • wt ... 
talrlll a MIQ a, q , ...... Wl s ., ...... .. ,_ ............. _ ..... ,_ 
:;;. C.:s !: :,•: .. rss ;:: : =::.:-
....... - .. 0 JW:S .. =7='::. ...... as as ...... , .. '" ...... e:.:o.. 3d 

....... 16t3?ua are 
.... , 1 16eM.--&-

• .. !'. 16 2 1 a ! te I 2¥- .... .... ..: ... .=-.. -:., ui: bs 2: 'ssr :- ...... .. 
:':.iE:G;:i ... .:~ r':-..::-:.~ s 
16.. lUI n 

.... 7 ... , ........... .-. .. , ,,. 
-c s t •sr< 1112 a 2 rn 0¢ • Ill 
, .............. ..,, 2 Q • ..., .... ... 
..... ....... - 7 j., ......... 9 4 
sst 16&10_ ..... ... 

Regraded Unclassified



-
199 

••• .. , ........................ _ .. .. 
... --•• ss" 19m w.. • sa .... __ ..... , .......... ··--· w ..... _, o ,._.. .... , .. ..,.. ........ ............. .... ............. "___ .......... 
....... 5 ... ...... 

- 1 ,_ ......... 2 9 , ....... _ .. 
_, ~. .. $ 7 , ..... ,., ... 

.... .......... a ·-----~ 

.. 5 M $ I 1 .. I 3 a -.. l?d .. -. ... 
~..._ __ .,._ ..... ,."*1 ..... 
..,. ---..... ·-- a .. a 

W .... 2 7 .. -- I 1iJ. .. -. ......... • ,.• .. ,.n"d ~ ... ~ f.,&..._.-. ... _ ....... 7 M ?'EMs,_ 
,F a o .U- .... ' jet 5 I II did 
_,,..a Utes Ill u ~ ... 9 1 ae i.,i;;..., .. 
--...... .. ...................... llsd 

: ·.::·::.: : .. r=:,. •:k-::-.: .Sis... :......:-::-• .... _,. - ·--·- ....... -- f6 7 9 IT - A Fill 5 I M .. ssi-' ....., as:~·.... .. .. -·=· aeml ..... s --=~ys .,.. ,. .. _. 
;'- rw • ,:: , ... • a a , }:fb -:._ .. 
._...,. esse ,._. ~ IJAitiAite 
., ........ ~ ?I trfl.. .... .... 
- .a .... .., _ _.,., -•• 
sac s ,,_ 9 

,• .,a+nd 
,.:; in % 1s • 'if..... .,.. -5 • ..... __ ,, ........... ... --·.. . ::. ... , .......... "'• ..... 
f1' 1Kta .. :1111:: • .,.,., -fl .. nHdW,.. *' - .. -- e= .. a a •~ fl • ., euJ ;;_..,_ .. ._.•-a "sMliiD Tlrfl*"' ....,,.,i ,...,., e ,.-...,.__,.,.!F...._ .... .. ..... -.,:::. ...... ,.~ -· ........ , ?TaeuuP,..oe~ so ... _..... 

Regraded Unclassified



200 

-·-

' 

J • 
) ( ei.ped) hu.l. llcDonald 

1

1 
.- a a: 

j (siGned) G. Noren Rogere 

11:~111111311·4~11b;1SIEA&~I&r1allr~FIIIIiirii!f. 
j 

I 
( de~~ed) • • ,. !bO'IP""" 

Ada1111at.no\..,;. AH1at.u>t 
to tho lieentu7. 

Fobruor,y 17, 1942. 

Regraded Unclassified



TREASURY DEPARTMENT 

WASHINCITQfl 

February 9, 1943 

l!EYORANDUM TO THE SECRETARY: 

~ 
201 

There is submitted herewith the operating report 

of Lend-Lease purchases for the week ended February 6, -- -
1943. 

Consideration of a policy with regard to draw­

backs is now being discussed with the Office of Lend 

Lease Administration. The issue, in substance, is 

whether prices should include or exclude duty. There 

is some ques t ion es to whether the Office of Price 

Administration price limitations were established upon 

the basis of the inclusion or exclueion of duty. 

ton~ 
or of Procurement 
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Allocations 

Purohaae .luthoriza• 
tiona (Requisitions) 

LEIID-LEASE 
TREASURY DEPAR'fl.lENT, PROCUREJQ!NT DIVISI ON 

STJ.TEJ.!ENT OF ALLOCATIONS, OBLIGATIOliS (PURCHASES) AND 
DELIVERIES TO FOREIGN GOVER.Nl!RNTS AT U. S. PORTS 

AS OF FEBRUARY 6, 1943 
(In ltillions of Dollars) 

.ldminiatrative 
Total U. K. Russia China Expenses 

f2694.6 
2693.3) 

fl394 . 7 
1377.6) 

t909.3 
900.1) 

r58.4 
58.4) 

f4.6 
4.6) 

' 
f2268.1 fl301 .1 $890.3 f41.9 -
2235.9) 1273 .1) (887. 8) 41.5) -

:riscellaneoua & 
tndiatributed 

f327 . 6 
352.6) 

$ 34.8 
(38 .5) 

Requisitions Cleared t2135.4 fl254 .6 . f805. 2 t41.7 - $ 33 .9 
for Purchase 2114. 7) 1237.9) 802. 6) 41.3) (32.9) -
Obligations 
(Purchases) 

f2025 .9 
2002.8) 

f1181.8 
1171.8) 

f68 .9 
756.9) 

f41 .6 
41.2) 

f8 . 8 
3. 7) 

$ 29.8 
(29.2) 

Deliveries to Foreign $ 874.2 $ 676.1 $168. 5 f20 .9 - $ 8. 7 
Governments at U. s. (855.51 (666.4) (160.7) 20.8) .. (8.1) 
Porta• 

•Deliveries to foreign governments at U. S. Porta do not incl~de the 
tonnage that ie either in storage, "in-transit" storage, or in the 
~ort area for which actual receipts have not been received from the 
oreign governments. 

Note: Figures in parentheses are those ahown on repbrt of Januar7 SO, 1948. 

N 
0 
N 
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' COPY 110. ~ 

Q'i. ~ llo. 1.5 

Informlltion received up to 7 A.M. , 9th f'abl'Wiry, 1?43. 

8tlt . One of H. t.t . ·rrnwlors sunk by U-boat north of CANARIES. 

tncmy nttMk on shipping. Now learnt tha t 3 further ships in home-bound convoy 

were ntt.cckod on 7th. Totnl casualtieo now 9 ahips torpodoed. of which 6 have 

sunk . !lo further attacks r eported aubeequont to night 7t!v'Bth. 

2. WILITARI 

~. ,Russians havo captured KURSK on V011011C:ZS Front and in 

llorth C.\UCASUS have reached a numher of places on the coast north of YIIlSK 

Estu.ry r nd on Yi:ISK l'eninsulu itult . 

) . AIR OPEI\J.TIONS 

WES'ft.R!I i'R!JII·r . 8th. Six cnllmf airc1'a.ft of f'hich two YIOre 

daaagod op•ra ted over South coas t . CasualUcs alight . 8th/? th . 6 a11'creft 

Llld ainoa i n enaooy waters. Five enfl0111 <>11•craft tlow over OOV<:R aren, ono 

boln10 destroyed by J.. A. fire. 

!M!ol· 7th. 1.6 tons of H.l . dropped lrf 20 Liberators (B. 2.4) on 

ohlppl113 a t NAPLSS. Three ships hit and fi.rea atertod on l!olos . Cssualtien -

enemy 2, l , nil . Allied. 1 , nil, nil. 

SARDINIA. 7th . 51 e•cortod U.S. bo111bers dropped ovor 80 tons of 

bombo on ELMAS airfield and CAGLIARI aoaplnno bose. 

MEDITo:RRAN!:AN . 7tb.8th. J. 6 ,000 ton obip sot. on fire off Ca po 

Sl\N VITO, SICILY , by llalte-be.sod Wel.l1n8t.ona. 
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u . ~. :.£CF.Sr 

o•r.L llo . 45 

- ! )' con 110 . 

lnformotion received up to 7 A. JA., 9th Febrw.Lcy, 1?43. 

8th. One of H.M. ·rrnwlers sunk by U-bout north of CANARIES. 

r.:nc!ly ntt•ck on shipping . llow learnt thct 3 further ships in home-bound convoy 

were nttllcked on 7th. TotaJ. casUAlties now 9 abips torpodoed of vhicb 6 have 

sunk. llo further attack• reported subsequent to n1£)>t 7tlV8th . 

2 . IIILirARY 

~· ,Russians hovo captured KURSK on VOJlO!IilZ!I Front and in 

Nor th CAUCASUS he.vc reMbad a nuntbor of places on tho coaot north of YUSK 

Sstu•ry , nd on Y~tSK Poninoulc i t &elf . 

) . f,tR QP£!li,TlOtiS 

WFSTrJJI .fRON•r. 8th. Six enomy ttircrnft of •·hicb two ¥TOre 

d•110god opara tod over South coas t . Cuualtios ali~ht. 8th/?th. 6 aircref t 

laid ainoa in oneooy waters. Five en.,.y ab•oraft new over D01cll area, one 

bein0 destroyed by A.A. fire, 

ll!!.X.· 7th. 46 tons of H.£ . dropped by 20 Libomtors {B. 24) on 

shipping at NAPLES. Three ships hit and !1roa started on llolos . C<lsualtieo -

eno:oy 2, 1, nil. Alliod, 1 , nil , ail. 

SARDINIA. 7th. 51 escorted U. S . bombers droppud over SO tons of 

bomba on t:LMAS airfield and CAGLIARI seaplllne ooao. 

@ITERRANEAN. 7th.8th . J. 6 , 000 ton ship s et on fire off Cape 

SA!i VITO, SICILY, by llalta-baaed Wellingtons. 
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TREASURY DEPARTMENT 

INTEJt OI'I'IC:E c:oNioiUNICATION 

DAft 

, 0 Secret ary Morgenthau 

~owFrancee McOathran 

February 9. 1943 

HIGH-LIGHTS OF THE WAR NEWS 

Russia 
1. Soviet armies yesterday captured Kursk, 125 mi les north 

of Kharkov, the industrial caoital of the Ukraine . 
Kursk is one of the 4 great pegs in the German Orel­
Kursk-Belgorod-Kharkov defense line. Russians also 
pushed toward Belgorod on this line with the capture of 
Korocha, and even far ther south reported gains in the 
Kramatorsk sector of the Donets basin front (103 mi. 
southeast of Kharkov). 

2. Rostov Area - Reports f r om Ankara of fighting in the 
streets of the city are unconfirmed by the Russians, 
although fighting in the suburbs has been repor t ed. Red 
armies have cleaned out the Yeisk peninsula to the south­
west of Rostov and have made gains to the east of the 
city. Nothing has been heard in 2 weeks from the Soviet 
army which captured Kamensk (90 mi. north of Rostov) and 
another which crossed the Donets about 75 miles east of · 
Rostov. 

3. Farther south the Russians captured a s tring of import ant 
villages on the Krasnodar-fikhoretsk railroad. 

4. Axis sources claim that the Russians have landed forces 
sout h of Novorossiisk. 

The Pacific Area 
1. Guadalcanal - Secretary Knox said that "all resistence 

on Guadalcanal appar ently has ceased" ex·cept for a few 
small isolated groups of surrounded Jape. !okoyo radio 
announced that certain units of. the Jap army and navy 
have been transferr ed from Guadalcanal and New Guinea to 
"new theaters•. 

2. Dutch and Austr alian airmen virtually wiped out Dobo, 
Jap-held por t on t iny Vamar Island in the Aroe Islands 
between Dutch New Guinea and Australia early Monday. 
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3. ~e~ Guinea - Allied planes attacked Mubo village, about 
12 siles southeast of Salamaua yesterday, while $round 
patrols wiped out a Jap pocket near ~andumi, 6 ml les 
east of Wau airfield. 

North Africa 
1. Although only light land engagements are reported in 

Tunisia, neutral dispatches claim "hectic preparations" 
for a big Allied offensive are being made . Montgomery ' s 
army is poised along the Tripolitanian-Tunisian frontier 
~ith forward elements probing enemy positions g miles 
f rom the Mareth line inside Tunisia. 

2. American olanes struck at Rommel's supply and communi­
cations lines yesterday, blasting the airdrome at Gabes 
and areas north and east of that port. 

Eurooe 
1. The R.A.F. struck the heaviest blow yet on the Nazi 

sub base of Lorient, France, pounded Germany's Ruhr 
va lley, and made sweeping attacks on Naples, Sicily, and 
Sardinia. 

2. For the first time this year British and German guns 
shelled each other across the channel. The fact that 
the British opened fire first indicates that a German 
convoy was sighted. 
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Well, baa Sam Clark eeen i t too' 

Ob, 7e1, indeed. I Juat got it back r rcm bia. 

Ob. Becauae t o me Clark'• letter ie- I Juet 
oan 1 t understand i t, after reading tbie, you see' 
Now what I 1d like JOU to do ror me 1e prepare e 
little memo. Arter ell tbie man got twelve-five­
be kep t twel ve-!1ve - bello' 

Yea. 

Now I ' d like Just on one pege, what did be do with 
the twelve-five' 

Yee, I can do that ror J OU . 

You aee' 

lee , air. 

Because I mean what happened to the twelve-rive -
beoauee it looks to me ae though he used that ror 
himself - hello' 

Yea. 

I mean I'd like t o know on one page what disposi­
tion did be make or the t welve-five. 

Yee, air, I can do that ror you. 

l ow one other thing - and tben it - u I correc t 
that prior to our aek1ng they had eent up a 
aeaorandUII t o the State Depertaen t on thU thins' 

I don 't recall that thtJ bad, air. 

Well, let • • eend tbie back to r ou ...• 

Yee, 11r • 

•••• and JOU read it over agein, end on reading-­
I only read it once -- but it look a to me ae 
though ther e ' a been e prior memorandum and if 
there ie I'd like to get a copJ or it. 

Yee, 11r. 
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Because t he tbinge that thie man aaye , Warren, 
about some ot the other people in the State 
Department are the daandeat tb1nge I ever aaw. 

Tbat ' e qui te correQt. 

That'• qui t e correct. 

It'e an amazing let t er - Warren' a letter. 

You - you mean the remark about Swaner? 

Yeah. 

Sure. 

Yell, I '11 a end •• •• 
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You can - you can eee why I've been very careful 
that only Wenchel and Clark have seen it. 

Well, I - I'll - I'll aend it back to you, and 
then I'd like t o diecuee it wi th you someti me 
today becauee I juat don ' t eee where- where 
Clark gets orr. 

All right, air. 

'!hank you. 

All right. 
, 

.. 

Regraded Unclassified



......... 

Regraded Unclassified



SetNtuJ .. JI&•tMa 

..... ~Pal 

BBP:aT 

• 

216 

,_... swr 10, 1111 

Regraded Unclassified



217 

Regraded Unclassified



218 

• I • 

..,,,..,....., 
• 

Regraded Unclassified



Opere tor: 

llliJrt 

lCarvin H. 
Mointrre 1 

HMJr: 

M: 

HKJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

M: 

M: 

lllfJ'r: 

M: 

lllfJ'r: 

M: 

Bello. 

MointJl'e. 

Right. 

Hello. 

Bello. 

BellJ'Tf 
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I t alked vi th the Bon th1a aorning and shoved 
hia this vbole bua1neaa. 

Yu. 

You eav the Budget D1reotor 1 e explanatorr, 
apologetic letter, did yout 

Jo, I haven't eeen 1t. 

Well, it wasn't a bad letter. 

It vaen1 t a bad letter. Be ate a good deal ot 
orov in it. 

Yea. 

All4 I '• inclined to think a nd the Bon eeeae to 
thillk ~t probabl7 the utter vUl Juet drop. 

Well, I don't think it will. 

Well, ot oouree, it he doean 1 t then ve'll have to 
go after hi• again. 

Yeah. Well, I - I think the Boea bee got to do 
aoaething. Tbia thing - it keepa ooaing up enough 
all the t1ae, and I •••• 

Yeah. 
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•••• I'm getting damn eiok and tired or it. 

Well, I agree with rou on that, Benrr, as I told 
you 7eeterday and told Mr. Paul. I &leo told 
the Budget that , but I've told the Budget that 
before. 

Yeah. 

They're spreading all over the god damn government. 

And the •••• 

But •••• 

The President just bee to do eomethlng. It can't 
keep up. I -Paul and I haven't got energy enough 
to go up on the Bill and at the eame time have 
people stabbing ue in the baok. 

Yeah, and I quite agree with you. I think thie 
waa •. .. 

Yea • 

•••• utterly inexcusable and I eo told Harold. 
But I .. . . 

Yes, but I think- I think- well •. • • 

I think r ou'd better ~uet let it ride tor the 
sosent, Henry, and we ll talk it over with the 
Boas the tiret time ve get a chance. 

Yeah. Well, I - I .... 

I - I don ' t think the - I don't think the action-­
!rankly, I want to be honeat ••.. 

Yea • 

••.• I don ' t think the action augges ted ;-I talked 
to Paul yesterday, thie letter -- I don t think 
that's the beet way to handle it. 

Yeah. 
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Unleee the - Doughton h1aeelt gete 1rr1tated 
aga1n about 1t, then we'll have to do eoae­
th1ng. 

Yeah. • 

But what I th1nk the Boee ought to do 1e eend 
eoae k1n~ or aemorandua 11kt th1e over to Mr. 
Harold lla1 th. However, the t' 1 eoaeth1ng we can 
work out w1th the Boet later. 
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Well, we'll eee how - how th17 aot but .•.• 

That'• what I thought we better do, HenrJ , and 
1f 7ou - a.n7th1ng- J OU hear an7 th1ng- I' ll let 
10• know 1t I do, and J OU let •• know 1t r ou do, 
w111 r out 

Okar. 

.J1nt. 
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R.Y. JR: I just s~!• - it ie too bad Paul ian't 
hera - but Yanin Ycin e - are 7ou (Bell) faai!iar 
1li th at I han been doing? '!'bat ia the trouble. He 
h dwaya on the Hill. I nenr can get rq ht.nda on hia. 

llR. G.lSTai: Ia he on the HiH thia aorning'1 

R.Y.JR: Yea. Now, Ycint7re called me up. You eee, 
we sent oTer a letter whi ch we wanted the President to 
send up to Doughten, and you eee, Paul doesn't take care­
IDTWIJ, it's terrible. There ie a proposed letter and 
I showed it to the President. Re doesn't want to do 
anything about it, you •••· 

YR. BELL: What ie this on? 

H.Y.JR: ire JOU familiar wi th it, Herbert? 

YR. G!S'IDN: Yea. It ia a letter to Doughton 
atating that the Secretary of the Treaaury ia hie 
repreeantatiTe on tax aattara before the i&J• and Yeana 
C~i ttaa, and not tbe Director of the Budget or anybodT 
aha. 

ll.Y.JR: 'ftle Preaidant doun't want to do an7thing 
about the latter. Ycint7re said, ~. wi!l juat let the 
t hing elida unleea be bears aCIIIatbing from the Hill. • 
Last night Paul asked if be ebould tell Dougbton that we 
were trTing to get the President to write a letter or to 
do eoaathing about it. I said that we couldn't do that. 

But what I was goinf to tell Paul, if JOU people 
agree with ae, ie to tel Daughton that unless he again 
calla the White Bouse, nothing will happan. 

•• 
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MR. GASTON: Yea. I would ask Doughten, if I were 
Paul, whether he got aDf direGt wor d from the ihita 
Houee - that i t a thing that he can onlf etraighten out 
by direct contact wi th the Whitt Houet - and suggest 
that he Gall the again, 

MR. BELL: Tbia was a propoeed letter tram the 
President to Doughten on this eubject ? 

H.M.JR: Yea. 

lffi. GASTON: Did you eee the way the Poet handled 
&1 th • 1 orawl thia aorning? 

H.K.JR: No, I didn't. How did they handle it? 

MR. GASTON: They eay that Smith took i t back. 

H.M. JR: Incidentally, the thing that you told me 
about in Byrnes• speech on taxes, wun•t in the speech. 

lffi. GASTON: It wae not ? 

H.M.JR: No. Check it. 

(The Secretar1 held a telephone GOnTeraaticn 
with Mr. Paul, aa follows:) 
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Hello. 

llr. Paul. 

Randolpbt 

Yeah. 

Are you in a bootht 

Yeah. 

-
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10:47 •.•• 

224 

Well, . llclntyre called me, and I vas handicapped 
because you didn't give • • a copy or the etutr 
that you took over there with you. 

Well , tbst wae- I'm sorry but that .... 

Well, you should have done it the first thing 
this morning. I 1 ve asked Miu Shelly tor it now, 
and she 's doing it- because I- we're here­
you ' re up at one end; I'm here; and I've got the 
White House on my bands nov and I haven't got the 
atutt to work wi th, and - now the President doesn't 
want to do thia - bello? 

Yeah. 

And unless there's a little stimulation from the 
other end, nothing's going to happen. 

Yeah, I thought that would be. I couldn't talk 
very well to you last night, because Diener vas 
sitting in a nearby room there, and I dido t 
want to •..• 

What's going on up there th1B mornlngt 

Oh, it's very dull, but I have to go over in a 
little while and see Senator George about - abo.! t 
our appropriation. 

Yea. Well, let me ask you ...• 

Pardont 
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When - when will you be able to have a talk 
with Doughtont 

,, 
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Well, I can 't do it until the oloee ot the aeaaion 
which may be twelve or twelve-thirty or - probably 
be about twelve-thirty. 

Well, I think that you could eay th1a, that unleea 
he 1na1eta on something - hellot 

Yeah. 

•.•. th1e mesa will continue. 

Yeah. 

And th1e will be the but oppor tunity we have to 
etraighten it out. 

Yeah, I think I agree with you completely. 

And that after all 1t waa- 1t 1 a his committee 
and it he 1nsiata, I'm sure something w111 
happen. 

Yeah, I think you're right . 

Seet 

Yeah. 

And that you and I reel just aa badly about 1t 
aa he does. 

Yeah. I 111 have a talk v1 th h1a. 

I uaed very str ong language with Mcintyre. 

Pardon met 

I ueed strong language with Mcintyre •. .. 

Yeah • 

•.•• and he said, •oh, lat'a haeeHn1olwl :hat- 1t 
we hear anything more trom t e • 

Yeah. 

• 
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Well, 1f they hear something from the 8111, 
aomething Vill happen: 

Okay. 

llha t' 
Okay, I - I'll put i t up to Doughton. 
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You don ' t have to aay anything about that ~etter, 
you see' 

Oh, no. 

But you ca n aay that - well, I tell you how I 
feel. I - I wan t thia thing out. 

Well, I don't blame you. 

And you certainly do. 

Well , I - yeah
1 

I certainly do, and thia i a no 
better - there a no time when we'll be mora in 
agreement with the Committee, and •.•. 

And •••• 

•••• we may as well • ••• 

And I think I - i t you're going over t o eee George , 
I'd ask hie advice. 

-

I Will. 

You see' I'd t ell hie - I 'd ask hi s advice. 

An right . 

Okay. 

Yea, air. I' ll- I'll let you know a little 
later. 

They Juet a~nt me 1n that a tutt. 

I beg pardon' 

ftle;r'u Just aent • • 1n -· Miu Shelly Just sent 
ae the thing in. 
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Yeah, I'm eorr7- I waa think ••• 

Well, I ••.• 

.... I wae t hinking about aomething alae. I- I eent 
J OU in thie morning a - a OOPJ ot a - a t ranscript ot 
a telephone conversation I had with Douglaa. I 
wanted to have JOU get it batore three- three- thirtJ. 

All right. 

OkaJ. 

Thank J OU. 
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H.I.!.JR: I don't think •• will do &Jl1thing elee, 
I am going to keep at thia thing, 

KR. BELL: Smith will probabl7 be called before 
noon . I underatand that wae Dianey•a propoeal. 

H.M.JR: Well, if I call Daughton out - I think 
it ie better to le&Tt it thia wa7, ~on•t you think eo? 

MR, G.lSTON : I think eo, 

H.M. JR: Rather than rq calling Dougbton • 

• • 
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(Drafh of apeechea b&Jidecl to the Seoretaq b7 Kr. 
w.,er. ) 

B.ll.JR: (B.eadillg) "I .. 1ooae thh opportWiit, to 
apeak t o -ao Ull7 of ~ fellow .6Mrioana in all part a of 
the UD1ted States on a nbjeot ao rltall7 iaportant u 
tax collections. I welooae t oo tha opportunlt7 of ahar­
i ng thia prograawith Repreaentat i Ye ~ghton, the 
dht1nguiahed Chaii'IWI of tu liouaa Yla7• and Kiana Coa­
aittee, &Dd Senator George, the equall7 distinguiahed 
Chai i'II&D of the Senate Finance COiildttee, who will ad­
dreaa rou on differeDt aapeota of the problea of tax 
oolleotlona. • 

Doeen•t the Senator com. before the RepreaentatiYef 

IIR. GASTOih We thought in dew of the order in 
11hioh the tax billa are halldled that it probablJ 11Qlld 
be better to pmt Doaghton firet. 

B.II.JR: I dOD' t thiak eo. I thinlt I would put the 
Senator tint. 

•Aa Chair.8D of the CoDgreaaional Coaaitteea dele­
gated with the tult of drawiac up rennue aauurea, thea• 
gentlaaen han ginll without 1t111t of their tiae and 
their thOQ&bt and their mcnrleclge to gin to the oountrr 
the kind of tu prograa which will but tit a great 
11ation•a wartt.e Dttdl. 

•s- oOIIhaion and aiaunderatandiac han Ullfort1111atel7 
deYeloped in regard to tu p.,..11ta on ll&rcb 15th." Can't 
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you be a llttle bit aaroutio through 1011e - I 4o~:~'t wut 
to uae. the wor4 • .. adler,• but 10.. little alurrillg r..ark 
on. Mr • .kual. 

IIR. SUIJ.IVJ.lh You lllllt re.,aber, Mr. Seoret&rJ 
that throwghout thia talk both theae f'lltl ... ll have to be 
protected with their OWil Co..itteea, hat the7 are ~:~ot ill 
&Jl1 W&f preju41oe4 to &Jl1 plu that haa 0 0111 before the• or 
Mf oo.. belore th-. 

B.li.JR: I hall a woll4er!Ul phrue; l thought we woul4 
tt.ke llu.l out of Kac7' 1 bargaill 'ba .... nt &ll4 brillg hia up 
where the l Ull could ahille 01:1 hia - let' 1 han a look at hla. 
(Laughter) 

IIR. SULLIVAN: I u afraid thh hn't the place to Ull 
it. (Laughter) 

B.II.JR: Do~:~'t 7ou 11~ itt 

IIR. SUU.IVJ.lh I lib it, but I 4on't thillk thia il 
t he place to uae it. . 

H.II.JR: that the Ru.l Plu "aill•t• 1:10 b&J'Iaill to the 
Treatul'f. Let'• get hia out of the bargain baaa .. nt and 
have a look at hla. (Laughter) 

IIR. IIAGIRa that beco..a apparent froa the content, I 
thillk, of S.utor George • • a~oh, &llfW&T• 

H.li. JRa .. ith ao llllCh talk ill the lut few Wltka about 
pq-u-rou-go plua, thh •• perhapa innitable. l • 
OOiltide11t, ll-wer, that at tha clo11 of our re•rka there 
will be 1:10 gi'OIIIIda tor further oontudo~:~ and •hUilderatandillg. 

1!Jid 11011 I tab great pleuure in introducing to rou 
l!lpruentathe Bobert L. Doiighton, Chairun of the ilqa and 
Ileana Coaittea of the hou11 of Raprueatathea. REPRESEIIT.l• 
TIVi DOUGH'l'Oih1 

!OR put Doughten firat bloauae fOU have firat the one 
u 4 the other - .Ut do rou think, Barbertf 

.. 
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MR. GASTOII: DI thought 10, beoa111e ot thl •ubjeot w 
are clhouulq. oughton h worlr:lDC OD that IUbjeot now. 

H.II.JR: W right, 10 tar 1ogoocl. 

"Draft ot R1pre1entatlv• Douihton'• Speech. ! nation 
oaDDot clhoharge lh proper funotloDI when a large nllllhtr 
of lh people lebor under contu•loo aDd ahuncl.erataDdiDC 
about vital luuu. 1D peaoetiae 1uoh oontualcn aDd ah­
unclerltaDcliDC pl&J uawittingl7 into the hand1 of the ene.,. 
Doubt aDd uncerta1Dt7 iD our ranlr:1 are j111t what the ene111 
teed• on. 

"There hu been ahunclerltaDcling on the part ot large 
ouabera of jaerioua in regard t o inooae tax p&JUnta due 
on March 15th. Many people have gotten t he i dea that the7 
will not have to aake their fir1t quarterl7 in1talaeot p&J­
aeot on or before that elate . Thl1 cootuaioo is exceeclingl7 
eabarraa1lng to the Governaent. Taxea are the lifeblood 
which feeda the heart of a nation at war. The failure to 
P&J taxu when clue would interfere aerioual7 with the effective 
proeeoutlon of tp.e war. .And no !aerie aD would do that! 

"Let there be no aiaunderatandiog. There ha1 been no 
cucellatlon of taxea on 1942 iDeo... There has been no 
po1tponeaeot of taxea on 1942 inoo.e. There haa been no 
change iD the tiae or plece of P~¥&~Dt. The tirat quarterl7 
lnatalMot ot the iDcOM tax ia clue on or before .!.arch 15th • 
.&.erioaDI will p&J in the 1111111 aanoer • 

.. e all lr:now what baa gheo r iae to the oonflllioo ucl 
lliaundtr•tudiDC• There hu been great lntereat in the 
count1'7 in ulr:lDC the iDcOM tax reflect 1101'1 aocuratel7 
the neecla ot the tlae. The lnooae tal ia no longer e t ax 
on the few; it il a tax on the a&DJ· In the lut 7ear of 
world peace, 1989, there were 11J1cler • llillioo taxable returnaJ 
iD 1~8, the ouaber haa grown to an t~tiaatecl 40 aillion 
taxable return•--an iDoreaae of 1,000 percent. How that 
the inca.. tax 11 reall7 a people'• tax, there la need to 
adopt aoae fora of P'{;;'-7ou-ea~ there la need to paJ 
taxea on current earn a, not paat earnings.• 

"Pq-aa-Jou-earn" - hn't that a new phruef 
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MR. lUGER: That ·11 tbe ODe we uud. 

KR. CIWIP'l'Oih 'le u .. d that on the 1er1t• .& tu notu 
folder. 

B.K.JR: "The Yiq1 and Mean• Coaittee of the BoUlt of 
Reprtltntati~•• 1• gi~ing the .01t 1eriou1 attention at 
the prt1ent tt.e t o ~arioUI propo1al1 for sating tup11•r• 
current. It 1• getting the &d~lce and ooun1el of the 
Treaaur,r. It i1 gathering te•tlaoDJ froa witne11es. It 
11 conducting it• own independent in~e•tigation•~ .lt 
Cbairu.n of the Ylaya and Kean1 C~ttee, I can allure you 
the but plan for sating the bullr: of taxpayer• current will 
be i.nti'Oduced at the aarliut pouiblt tlae. 

"Taxpayers--and tod11 that •an• practioal17 all 
Aaerioana--will realize that the ohange-onr frota the 
pre1ent 171t .. of collection• to p&J-&1-JOU-earn ia no 
1imple ta1k. It represents a baalo change in our machinery 
of collection. We .uat aeoure the beat 17stem for year-in · 
Je&r-out u1e. For when pay-aa-Jou-earn ia once introduced 
it will be the pattern of collection• for S&D7 7ears to 
coae, if not for all time. 'le are not dealing with an 
i ... diate problta alo~. te ·~~ dealing with a •1atea of 
collection• for peru.nent u1e. 

"Peru.nant Ule" - what don that •anf 

MR. KJ.GER: 'lhat Mana that the "PIT·u-you-earn" 
will not be •iJII>lJ a wartiae npedincy, but "pq-u-you­
earn" h hen to 1tay, and, therefore, • .ut keep iD aiDd 
the buic pattern. 

KR. SUU.IV.&Ih I think that h a good thought, Mr. 
S.oretar,r. 

B.K.JR: "lnry group in our national o~it7 preuntl 
different probleu. and .-.t therefore reoein different 
tnataent lf jUJtioe 11 to be done. Firlt, there ia the 
problta of ct.Yieing the- but }18J•U-~·&&rD plan for SO 
aillioa ta.,.re whodrht tilt bullr: of their ino- fro. 
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wage• and •alari••· fhe7 repre1ent nearl7 70 percent ot 
all incOM tupa7er1 in 1943. In dull~~& with the 1al1.17 
and w&&e earner we .uat ••e to it that current collection• 
approxiaate ae cloeely a• poa1ible the employee'• liabilit7 
tor the Jtar. We .uat 1ee too that the ·~loyee ia not 
burdened with the ta1k of making unoece1eary return•. 
Finall7 the aachinery ot collection .u.t be aade a• 
adaptable •• poa1ible to the accounting and buain••• .. thodl 
ot the tmplorer. 

•Second, there i1 the problta ot deTiling the beat 
171tta of current colltctiona tor 10 aillion aaall tax­
PIIera wholt incOJUa conaht of buaintu protih, proteadonal 
feu, rente, and f&l'll rectiph. Their problea ia dittereut 
from that of wa.ge and salary earnere, and the •r•t•• ot 
current collection which ia aet up t or thea .u1t differ 
aocordillgl7• Then tuparera are al•o in need of a par­
••-you-go •r•tea of collection•• 

"Third, there i1 the problem of dealing with tax­
payer• with higher inoome1. To proTide co.plete current 
collection for thie group in the higher income bracketa 
-.r be impo11ible. Yet we 1till haTe the problem of 
making thea curreut with re1p1ot to a large part of their 
liabilitiu. 

"fbt1e are but a f ew of the probl .... witlt. which the 
'far• and .lleane l:~ttte 11 uow dealing 1D an effort to 
dedit the but plan for aald.ug the bulk of taxpqer• 
current, Iti""itc-DdatiODI, rou JalT bt I UM, will bt 
introduced at the earlie•t p011 ble tt.e. 

01hanwhile, let there be no ahunder•tandi~~& or 
oontuaion. The fir1t quarterl7 inca.e tax p~ut on 
1942 inoa.e i1 due on or before KarcH 15th. T&X returu• 
mu1t be filed on or before taat date.• 

Thlt h all right. 

Ooi, back to p&&e two, I would •81• "I now take 
pltat\ll't D introducing to 7011 Ja1 old fritDd" at the 
bottoa of the page. 
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KR. GASTO!f: "The dhtlngulahed Chaii'UD of the Wqa 
&Del Meua Co.alttee"'l 

H.K.JR: "KJ old friend, Rlpreaenteti~e Robert K. 
Dough ton. • 

KR. SULLIV .All: I think 'tongreuMD• il better. 

R.K.JR: That ia right. ihan we ooae to George, I 
will aey, "I now heye the honor to preaent a, good friend, 
Welter F. George.• Make it a little peraonel - wars it up 
a little bit. 

KR. SULLIVAII: Yea, I think eo, too. 

KR. GASTOI: "JCT good friend, Welter F. George, 
ChairMD of the Finuce eo..J.ttee of the Senate. • 

H.M.JR: "And now I ha~e the honor to present Senator 
Walter p. George, Chatr.An of the Finuce C~ttee ot the 
Senate." 

!I that all 7ou are going to ear about hia'l 

KR. lUGERt That it ell J OU CUI ear ·•en JOU are 
gi~en a tt.. liait. 

KR. G!STOI: I think that it enough. 

B.JLJR: .,. han to •&7 a little bit aore. 

KR. K1GER: I han aaid aouthing in the introduction. 

R.K. JR: 1 few aore bouquet• - the7 lo•• i t. 

KR. K1GER: For both'/ 

R.K. JR: lo, tor George. Thie ie eo abrupt, rou •ee, 
between the two. I want to •'7 a little bit core - ten 
or fifteen worda - aouthing about George, tol'Jier Chairau 
of the Co.aittee on Foreign i!!air• - 10aething - juet • 
little bouquet so that it ian•t 10 abrupt .!roa one to the 
other. 
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{Reading) "Draft of Sen. George'• Speech. I want 
to endorse completely~he remarka that have ju1t been aade 
by Representative Doughten and Secretary Korgenthau. Tax 
returns must be filed on or before Karch 15th. The Senate 
Finance Com.lttee, of whioh I am privileged to be Chairman, 
recently adopted a resulution precisely to that effect. 
There ehould be no further grounda for confusion and ail­
understanding. 

"The Congresa ia at the preaent ti• giving the most 
aerioua and thoughtful consideration to the problea of 
aaking the aajority of incoae taxpayera current in their 
obligation~ to the Governaent. The problem ia by no 
meana an easy one. KanT iasuea are involved. Needles• to 
aay, theae isaues involve the wel fare and well-being of all 
oitlsena . We .uat make haste slowly. Ill-considered 
l egislation aight be wor•e than none . 

"Representative Doughten baa a!readf touched on one 
of the problema involnd in makillg the bulk of taxpayers 
current . There ia another iasue, however, on which I 
would like to .. y a word, aince it haa given rile to some 
misundtratanding and contu•ion. That ia the i11ue of 
cancelling -- or forgiving -- 1942 taxea. 

"I do not pretend to lmow what Congreu will do 
about all -- and I eapha1ise the word all -- of 1942 
tax liitirlitiea. I do lmow thia, howern. Congreu 
haa not cancelled, and will not cancel, the first in­
sta•••nt on thoat liabilities due Karch 15th. They IIUat 
be pa.id on or before that date. The llcuae Ill• and 
lteana Co-lttee and the Senate Finance Co-.J.ttee han 
already gone on record to that effect. 

"It ma be that Confreaa l ater on a8J cancel all 
or part of {942 tax liab lltl••· If you have paid 
your tax•• on Karch 15th you have nothing to fear. 
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Your pa,yment will be credited to your account, reducing 
by so much the taxes you wil1 1ater have to pay. This 
is an important consideration to keep in mind, The more 
you pay up now, the lea a ;vou will have to pay in the 
future . You han n er;vthing to gain by paying; and 
you have ever;vthing to lose by not P&Ting. 

"Unfortunately, there are soae people who do not 
realize this. The;v have fotten the false and erroneous 
idea that pa;v-aa-;vou-go w 11 reduce -- aoae way, somehow -­
the amount of taxes they have to pa,y. Nothing could be 
farther froa the truth. Pay-as-you-go will make the 
payment of taxes more convenient, to be sure. But it 
is precisely because taxes are high and , what is more, 
~ higher, that the need for a more convenient method 
or-p-ayment Is toda;v so great. It ia Utopian to believe 
that a change-over in our method of tax collections 
means leas taxes. The change-over will undoubtecly 
be followed by still higher taxes. It is of the ut111ost 
i111portance, therefore, that you make as large a payment 
as you poaaibly can on 194~ liabilities. Every dollar 
credited to your account on Karch 15th means so much less 
to pay later on when the burden will undoubtedly be 
greater. 

"This is certainly no time for illusions •· especially 
for illusions on the subject of taxes. With war expendi­
ture• increasing froa day to day, the Govera.ent needs 
acre, not leas, revenues . Even cancellation in whole or 
ID:Part of 1942 liabilities will only make it so much more 
necessary to increase taxes on 1943 inooaas. 

"Our countrr today la ti~hting for ita life. Our 
fellow citizens 1n the Armed ~ervicea are giving all they 
no.ve to make this a better world for you and me . To 
Americana in coming weeks the pa,yment of taxes will not 
be a burden or a responsibility. It will be , aa the 
President baa so well said, a pri vihge •" 

That ia. good. 

MR. SUWUN: Yea. 
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B.W.JR: Put in aaaewbere that I feel the Treasury 
is indeed fortunate in having two such able aen at th 
bead of these iaportant caaaitteee. e 

WR. SULLIVAN: I think that would go better in the 
first part. 

H.W.JR: And that it bas been a privilege to work 
tor ths. 

KR. SULLIVAN: Not only the Treasury, but the 
country ia fortunate. 

H.W.JR: Yes, • ••• tbe country ia fortunate.• 

WR. WAGER: I tbink it goes at tbe conclusion -
after their remarks. 

H.W.JR: Saae place. Say, "I am sure tbe audience 
will agree with ae that the country and the Treasury is 
indeed fortunate in having two such able men" - if you 
can get in- • ••• given eo unstintingly of their time and 
energy. • 

MR. WAGER: I have those very words, as a matter of 
tact, soae place. 

H.W. JR: (Reading) "Draft of Secretary Worgentbau's 
Conclueion. I want to expre!s .y appreciation to Repre­
eentative Dougbton and to Senator George !or their ramarke 
this evening. All will agree, I am aure, that there should 
be no further uncertainty or misunderstanding about the 
need to pay incaae taxes on or before Karch 15th. 

"The Treaeury was one of the earliest advocates of 
pay-ae-you-go. For tbe past eighteen months we have 
favored such a plan, and we are sincerely hopeful that 
a pay-aa-you-go tax plan will be worked out and put in 
affect in the vary near future. 

"But u.y I rsind you again: No plan which ia adopted 
will make any change in the obligation of any person to 
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file a report on hie 19'2 income before ~arch 15th and 
to pay at 1eaat one-quarter ot hia tax at or before that 
time. 

~ay I urge you also not to daley filing a return? 
Delay can gain you nothing; but i t can cauae you, and 
your Governaent, a treaendoua amount ot trouble. • 

That i an't a threat? 

~R. SVLLIVAN: Say "inconvenience.• 

H.W. JR: I don't like the word •trouble.• 

MR. SULLIV.lN: "Trouble to the country and incon­
venience t o the tax payer. • 

H.W.JR: It sounds a little bit like a threat; like 
"look out bo¥•· you will be in trouble." 

MR. MAGER: wyour Government" • that eaves it. 
That takea away the aspect of fear. 

B.~ . JR: The¥ could perfectly well , in writing it 
up, juat !eave out •your Government• - put a daah and 
111 that Morgenthau aaid it can cause you a trcendoua 
aaount ot trouble - in writing i t up in the newspapers. 
'l'be7 wUl juat leave it out and Ill, "He goee on the radio 
and threatena the taxpqera. • 

MR. SULLIVAN : Say •a great deal of inconvenience. • 

H.W. JRt Yea. (Continuing) "The longer ¥OU wait 
beton 70u tile, the longer 7ou will han to nit in 
line at the Collector's office it you have &D1 queationa 
to aak. .lnd the longer you wait in line, the longer the 
man behind you will have to wait. He ma¥ very well be a 
war worker who ia losing valuable time tram hia aaacbl7 
line beoauae lOU dela7ed ao long. In individual eaaea 
thia •&¥ not ee .. very aerioua, but in the aggregate -­
multiplied by a&Dl 'allliona --it can add up to literally 
milli c.na ot aan-boura ot working ti11e loat, working tiae 
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thrown away. This is an extraYagance we can il! afford 
in these days of total war. 
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"Finally, the prompt filing of a return - - tomorrow 
if posaible -- will be an immeasurable help to the 1taff~ 
in the Collectors' Offices throughout the country. The 
period juat before Karch 15th ia a t ime of tramendoua 
strain for them. From now until Karch !5th, it ie 
nothing unuaual for thsa to work 12 or 14 or eYen 16 
hours a day; and fram now unt il Karch 15th, the load 
they will carry becomes heaYier and hea•ier. 

-rile your return, t herefore, aa eoon ae you can. 
It wiH be a senice both to yourulf and to your CQintry. • 

I think it is Tery good. 

WR. WAGER: Now, the rea! problem is to out it; it 
is too big. 

H.ll. JR: I am not · going to worry about that. 

WR. SULLIVAN: With your permisaion, Wr. Secretary, 
before we bother you again, after we haTe cut this, I 
would lilce to take the two copies, ons t o Dough ton Ill d 
one to George . 

H.V.JR: You take tne words out of ay aoutb. 

WR. SULLIVAN: I explained to tn .. that it had to 
be Tiewed as one piece. 

H.K.JR: I think you ought to try to aeetbtm 
tonight • 

.lfR. SULLIVAN: Whenenr they tinlab. 

H.K.JR: Try t o see them tonight becauee th!f are 
busy and th•7 may fool around with it, but tbia 11 the 
eaeieat one I haTe eTer bad. 
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JiR. SULLIVAN : This ia to be in Jour offi ce Jionday 
night at eix-fifteen, and I think that perhaps it wauld 
be better it the announcer said that part that we want 
to get oYer - the fact that the chai rmen of the two 
commi tteee are there in your office making that broad­
cast . 

H.Ji.JR: They wi!l do that . 

Who h handling the thing so that it gon out - so 
t ha t it geteinto the newapapera? 

MR. GJ.STON: Chick wi!l handle that. He spoke t o 
me about one proposition- the newsreels ~u!d like to 
handle eaaething on it, but on account of thei r release 
datee, the7 would like t o do it in adTance of your 
deliYerJ and bold it in cold storage for deliTery. 

H.Ji.JR: Fine - if the Senatore are willing. 

MR. GASTON : I think we should inaiet • they talked 
about using some atutf tbe7 had alraady made up on the 
BepreeentatiTt, but I think we should lnsi at that the7 
do aome of thia actual quote in this re!eaae. 

H.Ji. JR: Tbe7 could do it bert Saturd-r morning, 
aa)'be. 

MR. SULLIVAN: Doughton' e comaittu il meeting at 
ten o'clock on Saturd&J aorning. 

B.K.JR: He could be down bert at nine o'clock . 

MR. SULLIVJ.N: Do JOU want to ask the both? 

H.Ji . JR: Check it. 
MR. GJ.STON: We wU~ oneok it with Chick aa to time. 

H.Ji.JR: You do thil aH through bStchwTrara - yo~ . 
don' t bother caiiahan? Tb.ie h straig euur7 uu-
neea. 
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llR. G.lS'roN: Tee, they aelced CbieJc, di rect, !or H . 

H.M.JR: Whiie I have you ail here - did you get 
my memorandum on how pleased I waa with the publicit,y? 

lffi . SULLIVAN: Yea, air. ~ 

H.M.JR: I thought it would be a good thing to send 
to the members. 

lffi. GASTON: Yea. 

H.Jl . JR: I thought - to iet them lcnow what we are 
doing. I waa simply amazed. ~ho does all of that? 

MR. SULLIVAN: Mr. Secretary, for tnree years we 
have bean trying to get you to aee what we have bean 
doing. You remember every year you get excited that we 
are not doing enough. The last time Commissioner 
Relnring we~.bere we came in the roan and he says, "I · 
am not going to leave the roan until he reads this mamo.• 
Three times be put that memo acrose the desk and you 
banded it back to him. There have been some things 
added in the last three years; in fact, every one of 
those three yeare. 

lffi. G.lS'roN: John baa held aenraJ. meetings which 
we have been in and talked onr the whole ai tuation . 

JlR. SULLIVAN: '!be great bulle of the worle the Bureau 
bee been doing for several years. 

H.ll.JR: It ia wonderful. 

lffi. GASTON: We have added sane new things tbia year. 

lffi. SULLIVAN: Every year, !or the last three years, 
we have added sane new ones. 

H.K.JR: Does Schwarz have anything to do wi th that? 

JlR. SULLIVAN: Chicle baa bean very helpful in a lot 
of it . 
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H.K. JR: Do fOil han publici t7 aen in Intel"'lal 
Revenue? 
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MR. SULLIVAN: No, the Publio Rela tiona onr there 
has been prett7 quiet. 

WR. GASTON: The7 need a good aan oYer there. Too 
much of thia atuff has to be done b7 HelTering, himself, 
Nol'llan Cann, and Tim Koone7. Koat of the planning baa 
to be done b)' th•. · 

H.J.I.JR: This ia Terf aaa7, and if timed ao that the 
ne•areel can be done the f i rst thing Saturda7 aorning -
I think it ia tine. And JOU will ate thea• fellon? 

KR. SULLIVAN: Yea, air I will. And • e •ill get 
that time for the newsreels before I go to eet thaa 
tbi a aftel"'loon . 

Regraded Unclassified



• 

Draft of Secretary Korgenthau•a Introduction 

I welcome this opportunity to apeak to so many of 

my fellow Americana in all parte of the United States on 

a subject so vitally important as tax collections. I 

welcome too the opportunity of sharing this program with 

Representative Doughton, the distinguished Chairman of 

the House Ways and l!eana Committee, and Senator George, 

the equally distinguished Chairman of the Senate Finance 

Committee, who will address you on different aspects of 

the problem of tax collections. As Chairmen of the 

Congressional Committees delegated with the task of 

drawing up revenue measures, theae gentlemen have given 

without etint of their time and their t hought and their 

knowledge to give to the country the kind of tax program 

which will beat fit a great nation's wartime needs. 
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Some confusion and misunderstanding have unfortunately 

developed in r egard to tax payments on March 15th. With 

so much talk in the last few weeks about pay-as-you-go 

plans, this was perhaps inevitable. I am confident, however, 

that at the close of our remarks there will be no grounds 

for further confusion and misunderstanding. 

And now I take great pleasure in introducing to you 

Representative Robert 1. Doughten, Chairman of the Ways 

and Means Committee of the House of Representatives. 

REPRBSENT.lTIVK DOUGHTON: 
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Draft of Rep. Dougbton•a Speech 

A nation cannot discharge ita proper functions when 

a large number of its people labor under confusion and 

misunderstanding about vital issues. In peacetime such 

confusion and misunderstanding are bad enough. In wartime 

confusion and misunders tanding play unwittingly into the 

banda of the ene~. Doubt and uncertainty in our renks 

are just what the enemy feeds on. 

There bas been misunderstanding on the part of large 

numbers of Americans in regard to income tax payments due 

on Karch 15th. Kany people have gotten the idea that they 

will not have to Mk.e their first quarterly instalment 

payment on or before that date. This confusion is exceedingly 

embarrassing to the Government. Taxes are the lifeblood 

which feeds the heart of a nation at war. The failure to 

pay taxea when due would interfere seriously with the 
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effective prosecution of the war. And no American would 

do that! 

Let there be no misunderstanding. There has been no 

cancellation of taxes on 1942 income. There bee been no 

postponement of taxes on 1942 income. There has been no 

change in the time or place of payment. The first quarterly 

instalment of the income tax is due on or before March 15th. 

Americana will pay in the usual manner. 

We all know what has given rise to the confusion and 

misunderstanding. There has been great interest in the 

country in making the income tax reflect more accurately 

the needs of the time . The income tax is no longer a tax 

on the few; it i s a tax on the many. In the last year of 

world peace, 1939, there were under 4 million taxable returns; 

• 
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in 1943, the number has grown to an estimated 40 million 

taxable returns--en increase of 1,000 percent . Now that 

the income t.rx is really a people ' s tax, there is need to 

adopt some form of pay-as-you-earn; there is need to pay 

taxes on current earnings, not past earnings • 

The Ways and Keens Committee of the House of 

Representatives is giving the most serious attention at 

the present time to various proposals fo r making taxpayers 

current. It is getting the advice end counsel of the 

Treasury. It ia gathering testimony f rom witnesses. It 

is conducting its own independent inves tigations . As 

Chairman of the Ways end Means Committee , I can assure you 

the ~ plan for making the bulk of taxpayers current will 

be introduced at the earliest possible time. 

- Regraded Unclassified



• 

-

- 4 -

Taxpayers--and today that means practically all 

Americans--will realize that the change-over from the 

present system of collections t o pay-as-you-earn is no 

248 

simple task. \ It represents a basic change in our 

machinery of collection. We must secure the best system 

for year-in year-out use. For when pay-ns-you-earn is 

once introduced it will be t he pattern of collections for 

maey years to come, if not for all time . We are not deal-

ing with an immediate problem alone. We are deal i ng with 

a system of collections for permanent use . 

Every gr oup in our national community presents 

different problems, and must therefore receive different 

treatment if justice is to be done. First, there is the 

problem of devising the best pay-as-you-earn plan for 

Regraded Unclassified



• 

249 

- 5 -

30 million taxpayers who derive the bulk of their income 

from wages and salaries . They represent nearly 70 percent 

of all income taxpayer s in 1943. In dealing with the salary 

and wage earner we must see to it that current collections 

approximate as closely as possible the employee's liability 

for the year . We must see too that the employee is not 

burdened with the task of making unnecessary r eturns . 

Finall y, the machinery of collection must be made as 

adaptable as possible to the accounting and business methods 

of the employer . 

Second, there is the problem of devising the best 

system of current collections tor 10 million small tax-

payers whose i ncomes consist of business profits , professional 

fees, rente , and farm r eceipts. Their problem is di fferent 

f rom that of wage and salary earners , and the system of 
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c~rent collection Which is set up for them must differ 

accordingly. These taxpayers are also in need of a 

pay-as-you-go system of collections. 

Third, there is t he problem of dealing with tax­

payers with higher incomes . To provide complete current 

collection for this group in the higher income bracket s 

may be impossible . Yet we still h&ve the problem of 

making them current with re spect to a large part of their 

liabilit ies . 

These are but a few of the problema with which the 

Ways and Weans Committee is now dealing in an effort to 

devise the beat plan for making the bulk of taxpayers 

current. Ita recommendations, you may be sure, will be 

introduced at the ear liest possible time . 
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Meanwhile , let there be no misunderstanding or 

confusion. The first quarterly income tax payment on 

1942 income is due on or before Karch 15th. Tax returne 

must be filed on or before tbat date. 

- oOo-
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Draft of Sen. George's Speech 

I want to endorse complet ely the remarks that have 

just been made by Representative Doughton and Secretary 

Morgenthau. Tax returns must be filed on or before 

March 15th. The Senate Finance Committee, of which I am 

privileged to be Chairman, recently adopted a resolution 

precisely to that effect. There should be no further 

grounds for confusion and misunderstanding. 
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The Congress is at the present time giving the most 

serious and thoughtful consideration to the problem of 

making the majority of income taxp'1ers current in their 

obligations to the Government. The problem is by no means 

an eaay one . KaDJ iasues are involved. Needlesa to aay, 

these iasuea involve the welfare and well-being of all 

citizens. We muat make haate slowly. Ill-considered 

legislation might be worae than none. 
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Representative Daughton has already touched on one 

of the problema involved in making the bulk of t axparers 

current . There is another i ssue, however, on which I would 

like to S&¥ a word, since it has given r ise to some mis-

understanding and confusion. That is t he issue of 

cancelling -- or forgiving -- 1942 taxes. 

I do not pretend to know what Congress will do about 

all -- and I amphasize the word all -- of 1942 tax 

liabilit ies. I do know this, however. Congress has not 

cancelled, and will not cancel, the first instalment on 

those liabilities due Karch 15th. The1 must be paid on 

or before that date. The House Wqs and Ileana Commit tee 

and the Senate Finance Committee have already gone on 

record to that effect. 
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It may be that Congress later on may cancel all or 

part o! 1942 tax liabilities. If you have paid your taxes 

on March 15th you have nothing to !ear. Your payment will 

be credited to your account, reducing by so much the taxes 

you will later have t o pay. This is an important considera­

tion to keep in mind. The more you pay up now, the less 

you will have to pay in the future. You have everything 

to gain by paying; and you have everything to lose by not 

paying. 

Unfortunately, there are some people who do not 

realize this. They have gotten the false and erroneous 

idea that pay-as-you-go will. reducs - - some way, somehow-­

the amount of taxes they have to pay. Nothing could be 

far ther from the truth. Pay-as-you-go will make the 

payment of taxes more convenient, t o be sure. But it is 
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precisely because taxes are high and, what is more • 

~higher, that the need for a more convenient method 

of payment is today so great. It is Utopian to believe 

that a change-over in our method of tax collections 

means leas taxes. The change- over will undoubtedly 

be followed by still higher taxes. It is of the utmost 

importance, therefore, that you make as large a payment 

aa you possibly can on 1942 liabilities. Every dollar 

credited to your account on ~rob 15th means so much less 

to pay later on when the burden will undoubtedly be greater. 

This is certainly no time for illusions -- especially 

for illuaiona on the subject of taxes. With war expenditures 

increasing from day to day, the Government needs ~· not 

leas, revenues. Even cancellation in whole or in part of 
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1942 liabilities will only make i t ao much more necessary 

to increase taxes on 1943 inoomea. 

Our country today is fighting tor ita life. Our 

fel low citizens in the Armed Services are ziving all they 

have to make this a better world for you and me. To 
... 

• 

Americana in coming weeks the payment of taxes will not 

be a burden or a responsibility. It will be , as the 

President hae so well said, a privilege. 

-ouo-

-
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Draft of Secretary Korgenthau'a Conoluai on 

I want to express my appreciation to Representative 

Doughten and to Senator George for their re11arb t his 

enning . ill will agree, I am sure, that there should 

be no further uncertainty or misunderstanding about the 

need to pay inco .. taxes on or before Karch 15th. 

The Treaaur,y waa one of the earlieat advocates ot 

pay-as-you-go. For the past eighteen months we have 

favored such a plan, and we are sincerely hopeful that 

a pay-as-you-go tax plan will be worked out and put in 

effeot in t he very near future . 

But aay I reaind you again: No plan which is adopted 

will aake any change in the obligation of any person to 

tile a report on hie 1942 income before Karch 15th and 

to pay at least one-quarter of hie tax at or before that 

tiu . 
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May I urge 70u also not to del11 filing a return? 

Delay can gain you nothing; but it can oau.e 7ou, and 

your Governaent, a treundoua UIOunt of trouta.e . The 

longer 70u wait before 7ou file, the longer 7ou will haTe 

to wait in line at the Colleotor'e Otfioe if 70u haTe 

a.ny queatione to aak. ind the longer 7ou wai t in line, 

the longer the IIWl behind you will have to wait. He ay 

very well be a war worker who ie loeing Taluable time 

from hia aaeembly line beoau~e you delayed eo long. In 

indlTidual oaaee thie DB1 not eeea Ter,r eerioua, but in 

the aggregate -- .ultiplied by .. ny ailliona -- it can 

add up to literallf ailliona of .an-hour• of working tt.e 

loet, working tlu thrOIID a•e:t· Thla 1e an extrangence 

•• oan ill afford in theee da7• of total war. 
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Finallf, the pro~t filiDg of a return -- ta.orrow, 

i! poeeible -- will be an ~aaurable help to the ataffa 

in the Collectors' Of!ioee throughout the country. The 

period just be!ore Karch 15th ia a tiae of tre .. ndoua 

atrain tor thea. Froa now until Karch 15th, it ia 

nothing unuaual tor the• to work 12 or 14 or eTen 16 hour• 

a day; and traa now until Karch 15th, the load they will 

carry beoomee heaTier and heaTier. 

File your return, therefore, ae aoon ae you can. 

It will be a eerTice both to yourself and to your country. 

-ooo-
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Draft of Secretary Morgentheu' a Introduction 260 

• I welcome thie opportunity to apeak to eo •u;r of 

my fellow Americana on the vital problem of income tax 

collections in wartime . I welcome too the opportunity 

of sharing this program with fif1 good friends, Walter F. 

George, t he distinguished Chairman of the Senate Finance 

Committee, and Robert L. Doughton, the distinguished 

Chairman of the House Waye and Means Committee. Aa 

Chairmen of the Congressional Committees delegated with 

the task of drawing up revenue meaeuree, theee gentlemen 

have worked without stinting thei r time or their t hought 

or their knowledge to give to the country the kind of 

tax program which will beet fit a great nation's wart ime 

need e. 

Our income tax today ie no longer a tax on the few; 

it ia a tax on the manJ. In 1940 there were leas than 

.... Regraded Unclassified
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8 million income tax returna; thia 7ear there will be 

an estimated 85 llillion returna. Thie ghea \11 10111 

idea of the ~~&gnitude of the pr.oblem on which we are 

working. 
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Now that the income tax ie really a people's tax, 

there ie obTious need to re-examine it. Especiall7, 

there ie need to make the tax pa7able on current earn­

ings, not paat earnings. The Treasury was one of the 

earliest advocates of pay-as-7ou-earn. For the past 

eighteen months the Treasurx baa adTocated putting the 

income tax on a paf-ae-7ou-earn baeia. But in the dia­

cuasion of bow to put taxpayers on a current baeia, a 

misunderstanding baa ariaen oTer the question of the 

tax pa;yment due on Karch 15th. 
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To help clear this up. I haYe aeked Congreascan 

Doughton and Senator George to join me in talking to 

you thie eYening. 

And now I take great pleaeure in introducing to 

you ~ old friend, Congressman Robert L. Dougbton, 

Chairman of the Ways and Keane CoBmittee of the House 

of RepresentatiYes, the Committee in which ell tax 

legislation originates. 

CONGRESSMAN DOUGHTON: 
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SECRBT!R! MORGENTBAU: 

i!ter a distinguished career as a judge in hie 

native State, Senator George tor years baa been giving 

unetintingly of his great talents and abilities to 

the nation aa a whole. I have the honor to present 

~good friend, Senator Walter F. George, Chairman of 

the Finance Committee of the Senate. 

SENATOR GEORGE: 
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Draft of Secretary Morgenthau's Conclusion 

I want to express ~ thanks to Senator George and 

to Congressman Daughton for their remarks this evening. 

The ;ou~try 1~ ind~d for tunate to have at this time 
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two so able and distinguished public servants. All will 

agree, I em sure, that there should be no fur~her doubt 

or hesitation about the obligation of every American to 

file a report on his 1942 income before March 15th and 

to pay at least one-quarter of his tax at or before that 

t ime . 

May I urge you also not to delay f~ling a return? 

Delay can gain you nothing; but it can cause you 

inconvenience, and your Government, a lot ot unneces&ary 

trouble. The longer you wait before you file , the longer 

you will heve to wait in line at the Collector's Office 

if you have any questions to ask. And the longer you 
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w~it in line, th~ longer the man behind rou will 

have to wait. He may very well be a war worker who is 

losing valuable time from his assemblT line because you 

delayed eo long. In individual oases this may not seem 

serious , but in the aggregate -- multiplied b7 many 

millions -- it can add up to literally millions or 

man-hours or working time lost, working time thrown 

awar. This is an extravagance we can ill afford in 

t hese days or total war. 

Finallr, the prompt filing of a return -- tomorrow, 

if possible -- will be an immeasurable help to the staffs 

in the Collectors' Offices throughout the country. The 

period juat before Karch 15th is a time or tremendous 

strain for them. From now until M~rch 15th, it is 

nothing unusual for them to work 12 or 14 or even 16 hours 
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a day; and f rom now until March 15th, the load they will 

carry becomes heavier and heavier. 

Fi le your return, therefore , aa soon aa you can. 

It will be a service both to yourself and to your country. 

-oUo-
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INTER OI"'"'Ca COMMUNICATION 

""" FebMlaey 10, 1943. 
Seoretaey Morgenthau 

Ht.l'old )lager ~ 

Exouee the copy--it's the beat we have, however. 

The t wo originals were sent along to Senator George 

and Congressman Doughton • 

• 
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TREASUIIIY DIEPAin'MENT 

Seoretarr MOrgentbaa 

Randolph hDl 

Joe Pmuoh, who \llecl to be 1D oha!'ge of the In 
York oft1oe of the Reorganisation Dhialon of the 
Securime uul hohuace C-s.111on, ud who, ure 
reomt , bu be-. with the Board of loonoait 'lvfare, 
11 an able uul, I thi.Dt, ehoul4 be gh'm Hriou 
ooneideratiOD 1D oonneotiOD with the job of •ri41ag 
hera• ftr you on our Prooureaent aot1Tit1••· · 

I han mcnm PmuGh for antral rear• ud han a 
nrr higb regard for hie abWtr, iDtegritr m4 •11'1!7• 
Bill Dou«laa &lao ~p~ab nrr 'Wll ot hill. Be 11 
aclllitted17 oa.petGt, bon hia •1 aroliJid toa prettr 
well ud, duriJig hb work with BBW baa had a great 
deal of liahon work with auoh agenoiu u m, Lncl­
Leaae .ta•Snlatration, .•eto. 

Be 11 a lu7er ud I would lib nothiJig better than 
to offer h1a a job u Aaaiatmt General Counael, but 

Lncl-Leaae Proov-n:.mr~ to hia ure &I ·-thin& 
1D whioh he woul4 be a fairl7 direct tontributioa 
to the 1IU' effort (aa di1t ahed troa the rut of th1 
work of., otti~~el). 

~ 

281 

---~------------------~----------~--~--------~--~ 

Regraded Unclassified



)(r. Paul'• telephou coanr11tion with Justice Doll&lu 
S:~ P•••• 1t'b1'11&1'7 9, 19~. 

PI I called JOU btcau11 I bad luach with Joe Paauoh 
suaaq, and he tTiDotd a rea deal of iatereat 1a .0111 
of the joba dn11 here. I batn't son• btJOa4 the 
att.g .. of 'Ill talking with Joe. One of the ._here 
hu bean concerned whether Joe had a fipt onr at 
Bn and what he bad been doiag and he talked a little 
to • about it. I don't know whether th.rt waa &liT 
trouble, or whether it 'waa Joe'a fault or what. 

D1 Joe sot iato an UDhtppJ aituation that Joe oouldD't 
at~. 

P: Be told • about eo• !ellowJ I forget hia DIM. 

D: I held Jot 1a h&Dcl u a !rita4 at that tiM ana wu 
rather IJIII)athttic with ha. 

P: You think that it waa aot Joe'• fault. 

D1 Oh uo. Jo•'• the .oat c011plaoent N I han lmown. I 
aeat h~ into a pack of trouble againat ao• tough Nl 
1a lew York .nd he worked along with th .. fiat. 

P: I ban "an ha 1a coaterance with Judge Cox aa4 I mow 
tbtlll relatiouhip 1a good. 
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D:- 'lbat wu a nr, bt.d atart btoau11 Cox wouldn't nm c­
to l\DUih ~th • 'llhm I wanted to tell ha whet I •• 
coiag to ao. 
!hia wu kilu1 of a aall .adtd potato who oracktd ha 
onr tbt head for o& or 6 110ntht ~ Joe couldn't t~e it. 

PI Ollt of 'Ill ._ ftl a little concerned, but I wanted 
a rea11v1ag word traa JOU• 1 

D1 I ha•• 110 peroaat ooatideaot that there 1a nothing to it. 
I thiak he would bt a cood A' tor JOU· Be 1a a good 
tail gazuaer. Be would al..,a be workiag for JOU• not tor 
·-'boc17 1111. 
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P; Jr. clot~n't lib the joba thet han ltpl wort- lao 
'Rilh to wiD the 'Rl' on the troat l1ao. 

D: Jr. woula. be avo te· bo 101U' b.alt-baot, not •-bo4 olao'•• · 

.. 

• 
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TRIIASURY DEPARTMENT 

DAft 

S.UttaJ7 JIGrpatha 

R&Ddo1ph Paul 

Ftbi'UI'J 10, 1948 

Flit )"OUI' in!or-.ticm I aa attaohill& a ptl'lcmal 

hiltol"f 1hlet which lot Pu.lloh lett with .. thil 

$/? 

.. 
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Bol'lll lt.llUPT 25, 1889, hatl'ia lhmP"f. lld.patl4 to U.S. 1808 -
Rt~icliJI.III In York Cit,", J. Y. u4 Bl.CI'riq lotk, I. C. 

Jauoat10DI St • .Je1151 1o...., 
ror4llla • 
roNllaa Co age 
UaJ:rerdtJ' of n­
Co1~1a t.. Sohool 

Pl'oft~doaal Statu l 

Ca-reat StaUoa, 1.1. 11106 - lill 
In Yerk, J.Y. 1818 
In York, 1. Y. 1m ! 
Viaaa, wtria 1m - 1821 
.. York, J.Y. li2& 

.u.ittacl to In York Bar 1926. MaHr of Bar of tM Slip..­
Court of the Unitacl Statea, u.s. Diatriot Courta of J.w York, 
In ler••r • . ..a PlllDir1~a. 

!!J)erienell 

1. Law a Corporate FiJwl.oe &D4 Ouicluoe; Mal ucl Appellate 
IItigatioa in State aai Feclel'al Courte. 

2. OoTe..-tala 
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Bons lt.:llbrf 26, 1899, .l.uatl'ia JlllacaP7. Jalcn.tea to u.s. 1904 -
Rtaidenoel lew York Clt7, I. !. aa4 Blowiac Rook, J. C. 

lduoatlonl st • .Joaeph'. 1oadallir 
Jorahaa Prep. 
Jol"4hha College 
Uninraity of n­
Co1~1a law Sohoo1 

Profeaaloaal Stataa1 

ConYut Station, 
In Ink, J.Y. 
Jew York, 1.!. 
neua, .l.uatl'la 
Jew York, J.Y. 

I.J. 1906 - 19U 
1918 
192l 

1921 - 1922 
1926 

.u.itha to In York Bar 1926. Maller of Bar of the SuPr.e 
Court ot the Unihcl Stat .. , U.S. Dbtrlot Court. of lew York, 
lew Jer••7• .aaa Penna71~a. 

ExPtl"illlOII 

1. Laws Corporate Jlnance ana Oltlduce; !1"1al ucl.lppellate 
IJtigatlon in State ana Federal Courta. 

2. OoYe,._tal1 

1985-1988 Beooutructlon Finance Coiijntlon. Spacial 
DirrinT Coun11l to tli• Kit. Sup• .. a appl'oftl u4 
aclainhtl'atlon of all RIC llea illY01Yin& _,.ltlu 
collatenl u.cler .lot. 
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-·-
Coeri.iJia~ c..iHMJ 1IPI ftMl ~..-ate c-s.tt;;, 
Cllai..-.a lxjlwt '-leletU..-ate C..S.ttee (Sub- ) 
Chiof PHpa 8IIW17 Irati, -· - n lo• C•tnllel 
lfat .. 1all J4!1rio -.,., • C•tnllol Mat..iall Off!o•J 
Onnll 1IIW Llah .. Oftb .. te 1IPI 1ll ohal>p of ~ 
oporatiou ef • u Cl•'•nt lplaof &M 'llil~r C•t.ollel 
Matorlall PJ.u. 

• 

• 
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Operator: 

HMJr: 

Opera tor: 

RMJr: 

Den1el 
Bell: 

RMJr: 

B: 

HMJr: 

B: 

RMJr: 

B: 

ID!Jr: 

B: 

IIHJr: 

B: 

IIII.Jr: 

B: 

ID!Jr: 

B: 

lllfJr: 

Operator. 

llr. Bell. 

R1gbt. llr. Bell. 

Bello. 

Yt1. 

Dant 

Yea, sir. 

PebruarJ 10, 19~3 
11:53 p ••• 
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I called Prank Knox and told h1a please to 
get ln touoh vlth Bull. Then I thought, well , 
I might Juat ae well oall up Grace Tully. 
The;y k.new nothlng about 1 t . 

Knew nothlng about lt. 

Bhe aald it would eeve tlme it we eent a treeh 
copy over rlght away to her. 

Reall;yt 

Bellot 

All rlght. 

Do I - ehould I dgn itt 

Well, it reall7- lt wae Bull 1 1 buelneae. Be­
he dgned the other. 

lo, but thle wae a ae.o t o the Prealdent, waen 1 t 
itt 

Yeah, well, Bull eigned lt. Now Bull algned 
the original. 

'l'he orlglnalt 

Ae I underetand it, Bull elgned lt, yeah. 

Oh. 
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IIMJr: 

B: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

B: 

HMJr: 

8: 

8: 

BMJr: 

B: 

IDCJr: 

B: 

288 
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The ont tbat ~ou looked at thie morn •.. - juat 
nov. It waa Hull e aemorandua t o the President. 

Ob, I thought tbat vae my meao. 

No, no, I'• sorry. 

Ob, rq God l 

No, no, it was Hull ' e •••• 

Well, call up re1e, will you' 

Yeah. 

And tell. b1e tba t ltiu Tully can 1 t lay her ban de 
on 1t, and would she - can be ge t Hull to sign 
one right away. 

Yeah. 

And send 1t over spsc1ally to Mise Tully. She 'e 
ve1 ting tor 1 t. 

Xeab. I got another suggestion t or a quick opera­
tion. 

Yeah. 

Do you reaeaber tb1a ll.ili tar y a1u1on tbat vae 
here, t his General 8ethouart? 

Yee. 

!bey gave b1a • 200,000 t or expeneee •• •• 

x ... 
•••• and a fellow by the name or Picot who is, 
I think, Giraud's .. n •••• 

YNb. 
••• • baa authoritY to disburae tbat money, and we 
don't think they uaed very muob or it bef ore the 
aleeion vent back, and it wouldn ' t take very much 
t o pay these eoldiere their first - these creve 
their firs t money ••• • 

Regraded Unclassified
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- ' -
Yeah, wall • ••• 

••• • and let th .. go on lea••· II ow the7 oould pa7 
U OU. t ot that 110n17 • 

Well, ••· ••• 

That will be a qu.1ok operation. 

We could do that 1n tbe 110rn1ng. Bu.t, 1n tbe aean­
t1ae, tell ra11 can't tbe7 tTP• u.p one qu.1okl7 
there. 

All right. Do 1t r1gbt awa7. 

And - and ru.1b 1t over to 111e• Tull7. 

r1na. 

And tell b1a 1! there'• &nJ trouble about 1t to 
oall 7011. baok. 

All r1gbt. r1ne. 

. -
Regraded Unclassified
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Februar,r 10, 1943. 

mlOIWIDUll 

TO: Seoretarr Korgenthau 
FROM: Kr. Gaston 

I have read Beardsley Ruml's address delivered 
before the Institute of Public lffairs at the University 
of Virginia on June 27, 1941, under the title ~ational 
Fiscal Polley and the Two Super-Budgets.• 

Enmeshed in a lot of pseudo-economic double talk 
ar~ these simple suggestions : 

Both the receipt and expenditure of money by the 
Federal Government affect National income. 

Different classes of receipts have differing 
effects and this is true also of expenditures. 

By selecting the right kfnd of taxes or other 
wi thdranl of funds and by selecting the right type of 
expendlturea, it la poasible to produce either inflation 
or deflation aa deaired. 

Thh oan be done within the lW ts of a budget 
balanced in dollara • 
• 

Hie conclusion• present no striking contribution 
to thtorJ on thla subject so far ae I oan see and the 
major theala ia hlghli debatable. . 

- Regraded Unclassified
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Dear )(r. Bartelt a 

THE -1T11: HOU81E 
WMHINOTON 

h~10. 1Ha 

... 
You are herebf designated Vioe Chairman o! the 

Interdepartmental Comaittee !or the VoluntarJ Par 
Roll Suings· Plan !or the Purohue of War Savinge 

Bonds, created b7 Executive Order lfo. 9135, deted 

April 16, 1942. 

291 

In this capac1t,r, fOU &re authorized and directed 

to perform the duties o£ the Cheirman o£ the Collllittee 

in his absence. 

Kr. B. F. B&rtelt, 
Coa.iaaioner of .lcoounte, 
'floeaiUI"f Depe.rt.nt, 
Wuhlngton, D. c. 

Sinoerelr, 

Regraded Unclassified
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Adalra1 Onu• .._ r• ........ 
OM.lnu of &M la\er~.,.,.tu.lal o.au ... 
tor ... fo111d&rJ Puroll .. Yl ... r1u ,_ 
\H ,.... .... of lu lulaa• ...... la 111 
Ud ....,1• \o oarrr .,._ .. da\ln. I\ .. ,,.,. .... , u.., M'Wt for ... \be. 

u ... wrt l• •• .. Ml .. ,. ..... 
"" •Uulu\loa11J I ~ U.\ rea el .. \H a\._ect 1e\\er .,olatl, llr. I. •~ 
larMl\. O..leelOMJ' fll &en•\e a tile 
tnuu1 IIIJIIUUea\ M fl• Ollalrau of .. ,. 
O..lUM la .,..,. bat h ou M\ u llllatr.a 
1111lle W.ll'&l Orren le abMat. 

Cillo • & r a n , Jr. 

292 

Sent by Hermon 5:10 2/S/4} 

Copy in Diery 

Regraded Unclassified



.,....,. P hl\a 

Iatallqs e taJ c-ltt. t. • ~ ._ 

1811 kWbp P1a t• tM ·- t • et ... la'fllwt 
.... ,aaaW'rl Uwa.w ... -.w 
.,u 11. 1811. 

Ja tW.I IQI dir• ,.. an ~ ... 41rsrtsf 

to ,..t .... f ... ot U. CleJ n et U. c-altt. 

lalda ...... _ .. 

a• nJ,, 
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TREASURY DIIPARTMENT 
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DAft 

.. '"-7 10, JMI, 

Or=•'•''·· 
!hre ta aaut&an\la •••t..• tor ....u.&Uaa at ~ .. unuaa at ~ 

far la'l'l ... 1\att uA • Yll\arF J'u4 or.-t•U•, wUia .... York, 11.....,_, 
Obl.o.co, u.....,.u., u4 raa ... ct•:r aacc .. uac w ....... ...,u.- _. ..,.ta'" 
Ma\ or a COMral llllaa d.lreatar \a ~ \o\la orpahaUou, 

l'vtlaar ...-at• ttl \loa Yle\ar:r J'u4 orpataa\lu to r~ 11 _....,, 

wl\la .._..u_. \loa\ u IIIIINU 'bl 'lloall\ ~ -eial •mkwo ..- , __ , 
'blakere .._. aftlla\le , A r- d.le\r lo\1 ...,.., ~ uo at laanaaa .... 

oUier 11111-. 
!'loa -.1or1\y faYOra \larll er fav trl ... l a TIVo IIGil at \llrll \o tav -· 

4va\loa, trl\1> tav \1 ol:a waka ' •- •Uce at \ll.o oliJoa\tft ..-a\ 1111\ 

\ll.rlo -· Mftlaa 10\101 of 41\allM \a,_ of \loa IICIU'l\lee \0 'bl atfent, 

!lowe 1e- ••"--' for ...natac trlfte \a_._. laftltare , wl\la 

Cll.1 .... , 1\, Wale , llt---111, ta fatror, ... laa l'rllleliOO lpfOieA. 

,,,,,, far ""' ,, ,,..,,,,,, " .. ect•rt4· 

laar}T all d.la\rtc\1 fatror attertac •-ral •UrtUee la- trttrO - a 

1\or\-\en ...rt\:r tw 'llaalol .... a laiiC'"\en 11- tor all o\lawl. he\oa 

lloae .._..,, t-te-. 

h•-· :hllMat~, .... Clletrll.u4 • ._.., -arctal -· partlGalarlT 

\ll.ooo wUia aa't'llp -••• 'be ,.rm\\14 \a nlllort'bl \a 11111\M -•• of 
... . . Cld .... ..- laa r.-taoo an .,. • .&. 11-M .._.. .. ..,._. 'bl ..,.._ 

alUM \a 'boiF lilllW -\1 tor relllle \1 ~ ,..\ltc. 

Cllnalu& .. Cld .... t- •. -...., .. _. pl.D, trl\la ... l'rlllel-oppo-. (le _ .. rr. o\Mre. ) 1\, Waia .._.. .. al'• 'bl .... ~ 

a\lo a\ par \a ....... ot teaa .... -- ......-u- et trM\Mr uM fer la-

lw-1- -· 
( Joe-, ... tork, Cl~. uA 11......,.. fawor •100 ta.-!.M\loae tar 

~'• : laa haulaoe faftra a •100 11111\; • _, t .... o\lawl. 
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-·-
ll!r!y\ltj t( lertee '&nf I rr,, 3 'r. 

91WM· 

Jtpt ot twlft Uovtow ,_ ..... 11M -.e.~ ...,_ u •• ten 
u4 \lie ll<ontho ........ ta a. hud ... - .,. ..... 

?=••''''· 
.... fo~ .,._ ...... ot -'•el- .. -- .... _ .......... 

........ .._.. .......... ot tM 'sse"• eotW ot J11riac oa • --.. 'llulo, 
no Cllll-co ft-17 ,._ Jltnrtn o-tt•• •••• tMt- ot ... or...,uau­
lfi!1oh baft ooavt'-W ottlftt'Nlr tvtac tM ,.., ,_ wtU 'Ill tt-ol~ ..Uo 
lo Mlawta tllelr ottort wttllnt ~olac r...._.... tor tile ••• ot \liAr aoUnUoo, 

u4 •v••• r ... oral ••- .._. 'Ill •\Uri .... '" rowta .._ ,rt ... '" ui tvtac 
~ =•'•• rota-.tat .U. tor tM ooot ot ..a,_-.! ..t lutUUoo ao 
.., "" ..u a•Ua~. 11M 1aa r. ,. ... a...u ... I '" ..,...o , ... u .. -
poaoaU• u ..a, '-' hU-• a .... 11U• aUo-t .. tM to&t'I'Uul ftn 
Qnl.t 'Ill ct- oo• -••t-u... 1o •-• ....... , .... 1r11 otll* Uetrtoto. 

A MJorltJ- laftH a ,.tt Nl-ts... ,.wa., etotl ta Ultrtot 'IMt'l"rwre 

u4 ..... rar~ -.l.,.t pUtol'J'- ta ·- attoo. !llooro to a •voac ••U­
••• lor a ~root. ~"'-'"• uUoaal ,UUolW ,......, wt_. -..u..uoa 
of ,.ntatJ- aoUoUUa ot tM -.r lan ... ltotl .... .a. 1'lo'11117 J'at a.-it ... 

'" ... tt ooatutoa .... t,.u .. u ... 

Myv•tetv. 

floo MJoritJ- ,._. ue ol •ro ........ ue~.ac, wt• - Uevto• ..,...uac 
U 'Ill Jolt lor ..., tM II'I&RIT ..t .at Uovt'-ttoa 'Ill t ., ... tl1rRP ••ra1 
looor... Jltotrtno ,. ..... _ ol .,.... .... atftrUoliiC to 1-ro&. wt\11 .._., 

Uou Uat •ro ~ .. 'Ill .,.,.u ... ..t tMt \llq H .to ·a~o •U ta ... _ 
of \lie trtft. 

Gt•rel ••. 

!lloo NJorlW la,.n ~ at'lloal er otiMr Uettantw lellpta lor ""'"IT 

hilt c-tttoo .. ~. 

:1-al oall att•tt• to _...., ...... lalol eooteWalo oroatot ..., •oa-
... \1 of to••••• otftolall ea tano, ,.,.. ... ,...oars Jloae, -..11117 eanace 

w ·- aoatrowntal .. ~,_ ... artac JHI'I•• of tile trt ... 

'-a1 •.totrtoto uprooo- lftr tM 
1 

••- ,ron•. 
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0
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• PI$ u L C. .... Copy 1n Diary 

Copy to Thompeon 

( Ma1led ?Ut by 
Odega rd a ott1ce) 

Regraded Unclassified
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.............. 
·------- 0 ..... ,_ ... 

2

D. ru-z en au. .... ... 
so DU .,...,. ..... ...._., ;ro • - ... -. D 2 Db- Dr_, , ,_fill 

... W' 0 &-.. 7 u I I 'rtb ..... 
._ a o ... :r .. -- wn ..... 3 ... 

-- .. ,, .... _..u.. ... ,.. 
• 5 $' -· , ............... 1 

_..._., ................. _£ -
• anar .... -flll....... as. 
' I =.,- PLO - .......... D 2 t .... 

7 'a fill - ..... _ ., .,. 0 ... .,.,_..loDiw...._tMsPI,_ •• n. tld8 
..... s. _, • • 1 0 ., - • .. ...... 
..... < .... D ,, r'ltitprkso • 

.., - '$.,,, ,..., 

(llpei) R. lf-hn. Jr. 

fo .. a p $ -.. 
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!:.~=e='=D~~:;:=~·, , .... ii 2 & ...... 
ansa ..... 

Copy in Di ary 

Copy to Thompeon 

( Me1led out by 
Odegerd 'a offioe) 
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eluat ... e~: ..... 
,_sap s .._ .... ,_ s. 

--•• S'd,•taa.u .. ,.2 ..,.,,, ' 
.... Sdlp,_.. 

(llpeol) H. X~thaa, Jr. 

Pl''" .......... 

29.; 

:' ; 
2i s ?' • - .... 

&..l.f/6'-S:CML 
' ETJ i~~ 

Copy in Dia r y 

Copy t o Thompson 

(Mailed out by 
Odegard' s offioe) 
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D'fiW Wlf 

"'· 10 lB...l le. Z'l Ia. aD 

Allount ott....S .... .. ........... 1?00. tiOo . 1100. tiOo • 

Bide tenclered .................. 1. 042 1. 302 1. 012 1. 307 

Low rate ...................... • 2m ,mf, .~ .2m 
B!ib rate ..................... , )76 .372 .376 .m 
lftrqe rate .................. .m ,)69 .170 ,)66 

.boaDt 1zl ... Jeri< ............ IUS I t 21117 • t430 •. tm • 
iaoUDt ill Cli10110 • • • •••••• , • • • 60 lJ4 73 139 

Allou:Dt 1A laD bw.Doi.oo •..• .• • Sl 41 fiT 49 

Allount 1zl .. ,._ ot o011Jltr7 •• 244 238 130 201 

/ 

• 

- Regraded Unclassified



!Oa II'. Sslllft& 
..... 111 

ra~~nar7 1o, lMI 

nala ~ S.aratai'J 

htore I _. t&ba lll I _., tU 
l ... ltla tllat all IIPYlo- 11111 .. la .. Uca 
M f•alna tUlr tu.... ._I ••• tllat Ill'. 
DS.U M1 taka lt •P· 

I JINODallJ thlak ~·t tU tu .. ot 
a - • ._. klll_. la aotl• allwll M tor-

flna .-1 lt •• an aolal to lo •-tllba aboat 
t I ..U llkl te aaouaoa the tr••urJ'• po­

llhca Jlnnsllr or han Paul ••-• lt bitton 
tlla c.mtt ...... ,.n ... l oplnlca. 

t.t- ..... flo• J'IN• 

, .. 
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~: :::: · KILLO It: 

VVI.TliR:s • o;; T1C 7AIIfUIS ., IUIN SOl.llElS , SAI LORS A!!D I'IA7I:>~ TO 

c r~~~et :Xi ltfllflntNt• s JUt , ... 
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I ' ' 

P.J:J • JOliN D, DI ::ciiJ., S~!;t: Tl -riiClVIt li!C:C!".t T.U UAIILlTY or 

~::: · KlLLtll It: 

~lll.TIIR:s• O;\ 'rC 7AiffLID ., SLAir: S01.11DS, SAILORS ,u;J) MA1 u;.:.; TO 

Cf ~Lt:<:4 Tu I .. DIZ:INPS Jill:, ... 
!IINC:t.i.L w'U,L SIIK TO AI'IINJ l'ROPOSJ:D !'~.Y-AS•XOU•It LDISLATION Tl 

rOIC:IV£ CtiiPI.ftll.t All TAX liEiTS Or t1£N !;IUED ' IN ACTION, 

" Dn'Oill ft£ :;1lllrK 01 T!li: ll!ATII NOTITIC:A':'l~ II I'AISED, FAMILIES tr 

SLAiN MEN IIAV£ U:IJI:IYED A IILD•IILOODED NITICI Filii A IIPPISEDLY• 

CRATIFUL C:OVDMmlT 1 • Dli<I;EI.J. $AlD. •TillS !lAY it lN AC:t!ORD VITI! 

CUSTOt: All1l I.A:1 1 JUT lT etJITAI!U.Y IS NOT IN ACCOID WlTII TilE ATTITUDE 

Tl!!: NATION SIOIIU> KAVi TIVUD 11S IAI DtAD, 

"TIIOSI VKO IIAVI NADI TilE SUPREHI SACRIFICE COULD AT LEAST II 

TORCxVEN Tll£111 !!!ALL lltiT TO TKE COVERNMtNT, !!~[ IS ONI TAX VI COULD 

RICKTLY 'FOIClVl'•' 

DINGILL'S I'IINSAL, IKlC!! VIULD ALSO C:OVJ! VAAC:S_. "AVES AND SPARS, 

BUT ~OT HEHJERS IF TilE MIRCIIANT MARINE, MAS IEEN lNTIODUCID IN TilE FOIM 

or A JILL, JUT !!I SAID BE WOULD SEEK TO IIAVt IT APPENDED TO TilE I'AY•AS· 

YOU..CO J1LL. 

Regraded Unclassified
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ro....., 10, 1111. 

,... •• ltrlebrt 

Oa 111r ntva tna u •- tna •u•:r•• I r_b .. ,_. letter of Po...., I, 111~ 11M 1" 
... t • a •W' et ,_, ,. .. letter to tllol .U ter of 
flM llpa!M. 

I .. Mt tab tM ·-·t• la fl• ~-.. por..-1 to •• 1111\ appnloo tMa .0 u 7ft 414, 
... I - \Mnfon all tM •ro cntoflal fop JOV 
IIPltbc to tM .. u •. 

I 
Jrr. lliMir L ltd._, 

llaoorolr JOU.Oo 

~B. KoaecAn, h./ 

...,.t..., of ta.o ,........,.. 

11.,. IIHI, 2 7 rl.o7 llllAp, 
LL I, lnll-l, 
Claot..U, alo. 

Regraded Unclassified
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.. _, 4.lt0. 

......... , 5 I 

a. .. ••• fill 1 ••» .. ,.., ,._a t' .-

.. ...,. .... *l8al ,. -· 1 ...... ol.,.. ~ fill 

.. -tete te -... r..r L a-, ltlt.r _. M" •w fill ... ,. '•• 
e. I •"*» '11111, I • -· 'lie _... Sa--ted Sa 

,_ let"*' ..S "- _, a _. '11111 CJ -..... .,_ 7leftiiC 

.... ,L,__ 
...,._,. .....,. fill ... ,., __ ~,. 
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81DNCY 0-. eTRICIC.IJt 
•tOGil •oAD, AN.C .. LCY VtL I..AOC 

R. IlL II eax ~I A CINCINNATI, OHIO 

llolloralllo laiU'J llorpatllau, 
.. creta17 of \bo fre&a'GJ7, 
l&aldac1011 0 J) .O • 

ll:r 1D41pa\1oll .. ai'CIUM4 l17 \be a rticle ~ la leo\ 
-b la.,. of !Uo hlll<l7 Jlllculae, (J-17 25th) la wldob 
J'OV. are -" \be t&rtil\ for allue , to MT aothlq ot till 
pi ..tare oa U. froat '1*&11. 

!be arUalo, 1a ., ~t, .. ncb a n.c-t allue of 
Mltorial prtnlep ~ a wUN aD4 ~lcioao a t\ack ca till 
.w.ta1otraUoa, I cooul4 aot lot U co 1111Cllalleap4. . 

I accord111Cl7 wrota la&Jr7 It, lclco, MUor ot ft., a latter 
ao per cop7 oDClooe4. Or41Dar117, artlcloo of tble ldD4 4o 
aot 110rtt tlle 41plt7 ot r .. pODio, aD4 oboal4 be 1pore4. 
la.t coad4er1ac tlle w14o c1rcalatloll of !!.• aD4 tlle 1atluDCe 
lt bao apoa ito nlloorlbero aa4 lMdore, aD4 tllet tldo to act 
tlle tlrot otfoue ot 'ft. aD4 Jlr, IA>.ce'o othor pal>lteaUollo, 
I folt H wao a bc111t t1• for oo•o• to call a llalt oa tlle 
pollOJ' of llr. lAoo aD4 ldo colla bora tore. 

I ....,.r ban ba4 tlle plo&nre to ••t or opool< to 7••· J'or 
parpoooo of 14oatW•ttoa, I aa a retired la-qor, ho .. lac 
practiced law ill Olllotuatl for aboot t1tt7 J'OOrl, ..., twtco 
for c..,... •• ..,U.t \lie llolloralllo ncllolao x-portb, ·­
la 19111, aD4 -la 1a 1922, •• 4ofoate4 both tt.o, aD4 aa 
a brotller-1D-la" ot 7oar COilala, Pb1l troa.notl~~e, wbooo wtfo 
11 a olotar ot ., wlto. I bawo 110\ opolcoa to or cODAl ted 
Pldl abOilt ., lettar to t.Goo, wbo probablJ 110Dl4 4le~~ppro-.o 
ot ., oboo~tloao, ill "rloW ot ldo clooo rol&Uollohip wt th 
J'OD,aa4 bto proo .. t datloo ao Clle1...,. for Obio 1a tlle oolo 
ot tar llofollOO lloz>4o. 

Regraded Unclassified



0 

0 

810NCY D . 8TAICKIR 

RIOO& RDAO. A.Mai:RLI:Y VILLAGE 

R. II • • aox 21 A CINCINNATI, OHIO ., ...... 
.......... 
--·.:::- ..., -· 2 • =: ... :=_ ....... ....... 
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..... , ........ 1 , ........... a:·: 

....... 1. 1 .......... -···= 
I ........ l ·=, P P 1 11 -', ........... -... . . ........ ..... • .. r- ...... ,. • ,,, ... ,., .. ' , .. .. 
-· ......... _ ............. h , • 

....... I 7111 ·••' •• &lett ....... .. ... "' ............ , .... ,, ... .... , .............................. .,' ,, •··r, • ..... .. .... .,_~ ................. ,.., .... .... 
It &e .. AUIR ..... s' .. c-:AI .. 
., 1MII .... -- t a •• .:, Ia • ,, .. ,.., " ' 
9 .... • 2 2 1 " .. • , ••• $" ....... 
_ ......... 1 , ..... . .............. ,_ ... _. .... , ,... .... ...... • ................. tO_,.... 
........................... , 1' 1n.el 
... rue~a..- ..... •• zru ss • ....._ .. ........ , ................... .... 
•••• ................ an riO I 

"'Ole ... ,. s unrt•-·•=• .. -.. 
_..Mn• ............ , ,, .. __ ,. ... . ....... 
-....... s ,.. • ._ .. ?tttsls ........ -

5 ....... - ..........
... _, ...... .. 

...... ..,.,., 12 1 •• 1001 n '•..Strr.._• 
• 

1M P"&& 2 

_j_o·-- --
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TREASURY DEPARTMENT 

I~R omclf COMMUNICATION 

DAH 

TO Secretary Mo rgent hau 
February 10, 1943. 

'"0 .,. J,Ir . Paul 

I attach a memorandum addressed to the question you asked 

' r . Cairns whether the Geller amendment to our 1944 appropri ation 

T.Ould prevent you from r·urche.sing ail ver . 

The memorandum concludes (1) that the amendment would not 

repeal the Silver Purchase Acts, end therefore would not ter-

1dnete the legislative authority to purchase silver; but (2) 

that by precludine the use of the Treasury appropriation "directly 

or indirectly" for the purpose it would have the effect of pre­

venting the purchase of silver under the existing procedure . 

"1llle the existing purchase procedure 111i 1;:ht be n•odified in an 

effort to continue purchasing silver, there would remain almost 

insuperable difficulties in connection with the problem of paying 

the s&lariea of certain officers and emplo;·ees who are involved 

in various ways in the makine of such purchaaas and in connection 

with the appropriate method of allocating oartain other items of 

cost . 

Beginning on page 4 of the memorand~~. there are l i sted cer­

tain nrobloms in the administration of the Silver Purchase Acts , 
• 

{. other than the 1mrchase of silver, 

Adoption of the Caller amendDent . 

which would be raised by the 
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I NTI:R OFFICE COiolloiUNICATION 

DATE l'f;B 1 0 1943 

ro Secretary J.!orgenthau 

Pfto M J!r . Paul 

Yesterday the House adopted the following a.mendment , 

of fered by kr. Celler, to the pending Treasury and Post 

Office Departments Appropriat ion Act, 1944: 

"llo part of any money approJlriated in thls 
act shall be used directly or 1ndirectly during 
the fiscal year 1944 for the purchase or pro­
curement of silver under the provisions of the 
silver purchase act s, namely, the act of June 19, 
1934, and the act of July 6, 1939, or for the 
carrying out of any of the provi sions of such 
silver rurchase acts ." 

•rhe amendment would not have the effect of repealine 

either t he Silver Purchase Act of 1994 or section 4 of the 

Act of July 6, 1939 (~hich provides for the deposit of 

ne~ly-mined domestic silver at the mints) . 

However, the a.mendrr~nt would have the effect of pro­

hibiting the use of the Treasury appropriation f or the 

purchase or procurement of silver tmder either of the above 

Acts and of preventi ng the use of such fun<is "for the carry­

ine out of any of the provisions " of those Act s . J(oreover, 

the amendment is directed to the use of the appropriated 

funds "directly or indirectly". In the li&ht of the discussion 
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on t he flo or of the House in connection with proposed sub­

stitutes for 1~. Celler's amendment and the language of the 

amendment as finally adopted, i t is believed that the 

Treasury appropriati on cotud not be used for any expenditures 

whatsoever, including salaries of off~cers and employee~ 

involved in the purchase or procurement of silver or in 

carrying out any of the provisions of the Silver Purchase 

Acta . 

Although t he Treasury is not presently purchasing any 

silver under the Silver Purchase Act of 1934, the procedure 

which has been used in the past consists of purchases in the 

first instance by the Federal Reserve Bank of New York as 

·fiscal agent of t he United States . The funds used are those 

held by the Treasurer which are not otherwise appropriated. 

Thus, the initial st ep in the acquisition of si lver under 

t his Act does not require the use of funds appropriat ed in 

the annual Treasury a ppropriat ion. After the silver has been 

purchased and delivered, it is turned over to t he mints and 

some of their activities in cormection with this silver are 

paid out of funds appropriated in the annual Treasury appropria­

tion . These costs are incurred principally in transporting, 

guardine, checking and storing the silver . Since Mr. Caller's 
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amendment, aa originally offered, prohibited in specific 

terms the guarding, checking, storage and transportation 

of silver during the fiscal year 1944 but was subsequently 

amended to strike out the words "storage, guarding, checking 

and transportation", it would appear to be clear that Congress 

did not intend to prevent the uee of these funds for such pur­

poses. Consequently, the activities of the mints in connec­

tion with silver already acquired under the Silver Purchase 

Act of 1934 and the Act of July 6, 1939 can probably continue . 

It is extremely doubtful, however, whether such activities 

could take place with respect to silver acquired after June 30, 

1943. 

As provided by section 5 of the Silver Purchase Act of 

1934, silver certificates are required to be issued in a face 

amount equal to the coat of silver acquired under that Act. 

The coat of printing and issuing these certificates is paid 

out of funds appropriated in the annual Treasury appropriation. 

Since the printing and issuance of these certificates con­

stitutes the carrying out of one of the provisions of the 

Silver Purchase Act of 1934, it would appear that the 1944 

appropriation cannot be used for that purpose . This will 

have the effect of indirectly preventine the purchase of 

silver under the Silver Purchase Act of 1934. When silver 
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is purchased under that Act certificates must be issued 

against a pcrtion of i t and as no cert ificates can be 

issued, it follows that t he silver cannot be purchased. 

• 
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With respect to t he acquisit ion of newly-mined domestic 

silver pursuant to section 4 of the Act of July 6, 1939, the 

amendment operates more directly. All the administrative 

costa involved in carrying out the duties of t he mints 

prescribed by that Act are paid out of the annual appropria­

tion of t he Treasury. These duties include the determination 

of whether silver deposited meeh the requirement s of the 

1939 Act and the regulations issued thereunder . If no funds 

can be used for these purposes, the mints cannot carry out 

the duties i mposed upon them by the Ac t providing for the 

acquisition of t his silver. Since the administ rative costs 

cannot be taken care of and the duties of the lllints must be 

performed, it follows that this type of silver cannot be ac­

quired, 

In addition to the problem of whether silver ~AY be pur­

chased if this amendment should become law in its present form, 

the follo?ting problems Tlould arise : 

(a) Section 4 of the Silver Purchase Act of 1934 au­

thorizes the Secretary, with the approval of the President, 

to sell silver acquired under that Act if the market price 
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of silver exceeds its monetary value or if the silver stocks 

exceed one quart er of t he total monetary stocks of gold and 

silver . The sale of silver pursuant to that section will 

probabl y involve administrative costs and the absence of 

any fund from which such costs might be paid would effectively 

prevent such sales . 

(b) Section 8 of the Silver Purchase Act of 1934 provides 

for a tax on profits derived from transfers of silver. This 

tax is administered by the Bureau of Internal Revenue a.nd its 

expenses are paid out of the annual Treasury appropriation. 

If the amendment is enacted in its present form the Bureau 

may no longer be able to enforce the tax . 

(c) There are present l y in existence agreements with 

the Bank of lfexico and the Bank of Canada which provide for 

the purchase of silver by the Treasury from those banks . 

Enactment of this amendment might have the effect of abro­

gating those agr eement s . 

(d) The Bureau of the Mint is oblieated to accept 

newly-mined domestic sil ver , title to which has already 

been t ransferred t o t he United States . It may be unabl e 

to carry out this obligation. 

(e) The l~nt Bureau' s procedure for checkinc on the 

eligibility of newly-mined domestic silver requires several 
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COPJ 110. 

OPfe't No. 47 

Into ... t1CII reco1nd up to 7 A.M. , lOtb February; l94J. 

HtWI pups. A cODYOy ot ien 1hipo from llort.b RUSSIA arrived 

MRiTJji!!W!W. Ono or R.ll. Sutaarinel liMit two schooners, 0110 

t'Ull or ....UU011 on )()t.b and two sh1pe tot&l.l1tla J,2CO tons on 2Dd FebnlarJ. 

One of R.ll. tn.wlere bln up and I&Dk ott IJ.QJI.Rlt. on 7tb and e corvette was 

sunk, prot.bl,r ~ U-boat ott Libyan Coast on 9th. 

2. lllLITN!f 

Ruutane have captured BIELGOROD o.nd extended f'ront of t)'oir 

attecks north anc1 eouth of IWRSl. 

3. AIR OPWTIOHS 

!ESTEl!!! JI!!Q!!T. 9th . Fighters (J misaina) damaged three loco­

motives in North I"RANCE. Be:>.ufi.ghters shot down three .ru 88's in BAY OF BISCAY. 

lS 00. 217 1 1 dropped baabe at scattered pointe in Southout illGLAND and &JFFOLIC 

Duap •Uaht but 19 lc:llled and JS sorioualy wounded. 

9tb/10th. Aircraft despatched - sea-a1.nin& 21, RIJIIR 2. 

TU!!lSIA. 8th. SOOSSE attecked by 42 eecorted U.S. Fortrossea 

(B. 17). At leaet two stlipe '"'ra bit. OABZS a1rt1elc1 attecked by JJ U.S . 

lledi11111 Botlbero. Enlll¥ casuslties 11!1 J, s. U.S. cnoualtiea 5, nil, nil. 

nm¥,. 8th. Hits on or near tominuo train ferry W:SSINA by 

lS u.s. Liberatore (8. 24). 

!WU!I!!IA. 7tb/ltb. Three airtillc1e bo&bed by l6 l!elllngtona. 

J!!llll. 8th. 0oe1ta and re.ilway yarda at IWIOOON ettecked 1:¥ 

U.S. Liberatoro (B. 24), PAUJ[1'AJiCU in AXIAB arM baabed by Blenb*l.JIII, En-
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TREASURY DEPARTMENT 

INTD OPJI'ICa CONNUNICATIOH 

DATil 

TO Secretary Xorgenthau February 10, 1943 

"'"'" Frances MoCathran 

HIGH-LIGHTS OF THE WAR NEWS 

Russia 
1. Kharkov Area- On the north the Russians were only 41 

ailea troa Karkov after capturing the railway center 
ot Belgorod and also Shebekino. Ori the east their 
r adius swung to 50 ailes, 46 on the southeast, and 55 
miles on the south- southeast. Farther north, after 
taking Ponyri, they were within 47 miles of Orel , the 
northern anchor point of the 210-mile Kharkov-Orel Nazi 
defense line. 

2. Roat ov Area - Russian armies, facing the Germans across 
the Don (where the ice is not yet uniform enough for a 
Russian crossing) and in the Kramatorsk area of the 
Donata basin, report new gains, increasing the l ikeli­
hood of Soviet forces closing a trap on the Nazis as 
far vest as Mariupol, 100 miles along the coast from 
Rostov. Russian planes joined in the attack on the 
Roatov-Kraeatorsk-Mariupol triangle with a big raid on 
the industrial city of Stalino, 105 miles northwest of 
Roatov. 

The Pacific Area 
1. Guadalcanal - General Patch reported that Guadalcanal vas 

completely taken yesterday. In the Guadalcanal-Buna 
defeat the Jape lost 90,000 killed, 200 ships sunk or 
damaged, 2,000 planes destroyed. 

2. Indications nov point to an Allied offensive against 
Rabaul on New Britain leland or the Jap naval base at 
Truk Island, although the Navy has issued no official 
announcement on their next major step. 

3. Ground fighting pr ogressed around Salamaua and the Wau­
Mubo area as Allied planes continued air attacks on Lae. 

4. Dutch East Indies - Allied airmen also raided Kendari. 
Celebes. 
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c 
North Africa 

1. The Brit ish Eighth Army is reuorted to have driven across 
the Tunisian border on 2 sector s and a maJOr clash is 
expected on the eastern side of the Mar eth line (55 to 
70 mi. inside Tunisia). 

2. On the coastal sector, which is heavi ly mined and defended 
by r ear guards, slower Allied pr ogr ess is reported. 

3. Allied planes bombed the enemy air fie l d at Kairouan in 
centr a l Tunisia and returned without loss. 

The Far East 

0 

1. China- Along the border between China's Yunnan province ~. 
and Jap-occuuied Burma, maJOr fighting has again flared 
up, according to r eports from Chungking. 

2. Bur ma - Allied planes raided various Burmese obJectives 
including Rangoon, Sagaing (5 mi. southwest of Mandalay), 
and Magyichaung (14 mi. northwest of Skyab) . 
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