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THIRD WAR LOAN DRIVE 

Present: Mr . Bell 
Mr . Tickton 

July 15, 1943 
8:40 a.m. 

H.l.l . JR: The thou.£ht thet is running through my mind 
is, they tell me all the time that there are t en key 
States r.here ne have to get the money . How much money 
do you have to get out of the ten key States? 

1ffi. TICKTON : Three-quarters of the money, pretty 
near . 

H.M.JR: I think what we ought to do is , we ought 
to have whatever they call tham - the chairmen of these 
ten States - in next ~eek, and lay this thing before them 
and find out on a quota basis . Say, "Now look, i£ wo 
give Michigan so much, can you do it? I£ we give New 
York so much, can you do it?" 

Now, there is no use - if I were chairman of the 
State of New York and they gave me a thing which I felt 
was impossible, it would kill my enthusiasm. On the 
other hand, if they gave me a quota which I thought na 
~ossible , I would go out to beat it and get more. I 
JUSt put myself in the place - now, this is very nice -
with all due respect to Tickton, Lindow, and the rest 
of tham - it is their job to set up t he statistics, but 
it is sane body else's job to get it . I mean, after 
reading this thing, it just leaves me with t he shudders . 
It just l eaves me with t he shudders . 

!low, I told them yesterday that it was no good to 
have four , and they put it down to three . Then they 
come back this morning with four again. 

~~ . BELL: I told you what you were up against 
yesterday wes this increase in percentage . 

1 
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H.M. JR: Well, that is all right, but the thing ~o 
do is this : It is very nice t o fix a quota. Any business 
house can fix a quota . Then the next thing to do is to 
get in your district sales managers and say, "Boys, what 
oan you do?" Before we fi x this basket or anythi ng else 
we have got to f ind out and have these ten fellows i n. 

You take a f ellow like Frank Isbey who did a real 

2 

job in Michigan . He had sixty thousand Eeople out selling, 
you know, He may say to these fellowst "Hell, I can do it . 
Why don ' t you do what I do in lHchigan·f" ,.'"' 

UR. TICKTON: That -..s Frank's argument when I talked 
to him a few weeks ago. He said among other things he 
pulled his punches , He was afraid of trying to do so 
msny things . He did things you didn 't get around to 
approve; lie went ahead and did them . He was handing out 
bonds to people , He was having people take money; that 
~esn't approved by the Treasury. 

MR. BELL : As a matter of fact , i t was disapproved . 

MR. TICKTO~ : I t was against-regulations, 

H.M.JR: He did it . i e have ~o do things like t hat. 
We have to cut corners; we have to take chances. Un­
fortunately I am all t ied up with these damned forei gners 
this morning - Panama and Uruguay - I have to waste my 
time shaking hands with them and all the rest of this 
stuff. 

UR. BELL : I would like to have the ten people in. 
I just hate, at this stage of the game, to withdraw 
them from thei r organization program. That is the most 
important thing they have. 

H.M. JR: Well, two days are better - they had better 
be in here two days . 

1!R. BELL: You are taking them right out of their 
organization program. That is t he important thing, Mr. 
Secretary. 
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H.M. JR: It is very nice. You fellows - it is very 
nice to do the thing, but the trouble is, supposing I 
sey to Burgess, "You are foin~ to have forty per cent. 
Four times seven are twen y-e1ght; you are going to have 
two billion eight of individual subscriptions in New York 
State. • 

He will say, "Ur. Morgentbau, the least you can do 
is ask me. • 

3 

.t.m. BELL: You have J:ifty- one cilairme.n; it is going ~· -. 
to be difficult to get an agreement . 

H.J.I . JR : I am not going to, but I want ihe ten key 
States in . 

tm. BELL: I would like to have them in . 
hesitating because I know bow impor tant it is 
get this organization working. 

I am just 
that they 

H.M. JR : Now, we are behind schedule on this basket, 
and it is not my fault . I bear tbst we are not going to 
get together with the Fed until Friday. 

MR. BELL: We have the bankers here today, and I 
couldn' t get together wi t h them today. 

H.M.JR: They ought to read that thing. They ought 
to read it before t hey see me . (Indicating financing memoranda . ) 

YR. TICKTON: l'le made ten photostats of tbst last 
night for distribution this morning, yes, sir . 

UR. BELL: We are going to give a copy of that to 
Eccles . 

HJ!. JR: Yes, sure . 

llR. BELL: But we are goin~ over to see Eccles 
tomorrow at ten-thirty. That W1ll be just two hours of 
talk. 
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Burgess will be her e Monday - he will be here 
Tuesday end ~ednesday - come down Monday night. That 
is crowding it a li ttle, but you could have these others 
in, and we could--

II .M. JR: He i s comi ng when? 

UR. BELL : He will be here Tuesd83 and aednesday. 

lt.I~ . JR : Maybe we ought to have the others here, too. 

UR. BELL : We could give them an hour--

H.J . JR: Suppose you had the other nine in here . 

1ffi. BELL: All right. 

H .l.f. JR: I am being very honest and frank with you 
fellows . That has got me scar ed . I am not saying t his 
is wonderful and v1e can do this thing, and all the rest 
of this business, but I wan t the thing se t up, so I am 
letting my emotions run me so that - gee, this is wonderful , 
M can put this over and get two or three bi llion over -
instead of that, it is just impossible . 

I wan t a quota which these fellows - which ei2bt out 
of ten will say 1~e can ..;et - nine out of ten - "Anii we 
will do better, kr . Morgenthau . " But I don't ~ant ten out 
of ten to say it is impossible . They ~ill say, -r.bat is 
the use, we can ' t do it anyway?" I know sales psychology. 

1m. BELL: In your own mind, how sacred is this 
increased percentage? 

H.M. JR: Nothing is sacred . 

tm. BELL: Then I woul d make the goal fifteen billion , 
and the individual five and a half, 

H . ~~. JR : Nothing is sacred. 

~ll . PELL: I think the fi gures are going to be hard 
to ~ake when you jump from three billion t~o to seven 
bi llion . 

4 
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:t.:R. TICKTON: It is a tou~ jump; it isn't just 
tough on E bonds alone, it isn t easy for the others . 

H.M. JR: Ti ckton, you have worked around me, and you 
are doing a beaut iful job, but i t is one thing to do the 
thin~, if you don 't mind, on a theoreticall y ideal basis, 
and 1t is anot her thing to gi ve it to them on a basis that 
they can accomplish it. 

5 

I.!R. TICKT<Xl: This has been set up really, with the 
idea that it is very important to be a bie to explain this ,. " 
to Mr. ~rnes and Mr . Baruch to show that we heve a program 
that is making progress . That is the fundamental assumption . 
If you &O on from t here, you chan~e it . 

H.LI. JR: That is very nice, but--

l.ffi . TICKTON : It is a practical problem . 

!! .If.. JR: I am enough of a salesman , and I have done 
enough selling i n my life to know that you have to give 
a fellow a char..ce to say, "I can do at least as well or 
be tter, • and you can 't have him licked, the way I feel 
righ t now, before you start. 

No11, I tell you whet we can do : We 'rill go into the 
nine o'clock meeting. That won't take so long. As soon 
as that is through, I will go in to i'lar Finence . 
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TREASU RY DEPARTMENT 

INTE" O ,.,.ICE COM MUNICATION 

OAT& July 1~, 19~3 

TO Secretary llorgenthau 

•~oM Mr. Haa• 

SubJect: The Third War Loan 

SUIDIIIary 

1. The first sectio n or thtA memorandum out­
linea a sugge s ted financing program designed to 
yield $16 .2 billi ons in a n onbenking ~rive conducted 
between Se:;> te111ber 9 anu October 2 , ot uhich $7 bil­
lions v:ould come from in<~ iv1tlunl 8 . '!'h i e tinMcing 
orogram plus the i ntr rim t1nnncing pl·Ot::r r•m set forth 
1n our mezooran<1Uill ent i tled "A SUgf!e!l t ec1 Prosram for 
llr•r k ct Finnno1ng Prior t o th11 Se n teznbe r Drive• would 
;>l'ovi tle a volume o r fun< a sufficient to carry the 
'l'r eeoury until Decrmber. ThPy wou l d acl'luire tor 1n­
ven t r.zcnt ln Gov •rnment e('curiti ~s a volwne or fun<:a 
from i nC1viuuala which woul <" re l)reoen t 65 peror nt or 
the amount or the iJ• now anvinga a ccumulating between 
: rny l am\ September 30 (in ple.ce of the 6o p Prcent 
>Jhich we. a eo invec ted betwe en J c nu· l':J 1 nn<l April ;ol, 
e.a set f orth in our z,zez.toran tlum entitled "Finl'nci ng 
ilecou 11•em~nta and Source A or Fumi a t or Thi B Summe r 
anu ~he Third War Lonn". 

?. A numbr r or tecl:n1cl\l nnil policy matters 
~>hicn r eC'Uil'e 8 01118 atte ntion uurin£ your COilF i CC' l'll­
tic n or t he Seote.nber t1ne.nci ng prot;r= a r e c i s­
cuRs· d in thr src ontl &C'ction or t h i s :oeotoranoum. 

6 
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I. General Outline o f the Program 

The f1~onoing progrnm set f orth b elow is de&1~ed 
to reiee ~lo . 2 bill i o ns o r n ew a oner bet~een Septe mber 9 
and October 2 . Thoce tund e plus (1) the Aaounts o f n ew 
money nrovided a ccording to our meoorand.u.lll entitled "A 
Sugg., ,. t ed Pr.:>gr tuD r or IJarket Fin'llloing Prior to the 
Seo tember Drive•, end ( 2 ) t h e amounts d e rived from eaTings 
bends end ~r~eaury sevin6 e no tea sold after the Septe~er 
drive should be suffici e nt -- if b i l l a nd certificate 
mllturitiee ere rolled over - - to !)M\'ide the Treasury with 
~ comfo rtable working balance unti l Coc eube r . 

Fi:tanclng ?ro.-r AJD - Thl rd War Loan Drive 

Period and Off e ring 

A. Seoter:~be r 9 t o Oct ober 2 

1. Indi v lduals: 
( n) f: bond3• ..... . . .... ... . .. ... ... . 
( b ) F o:'lnd G bonct n• ••••• •• •• •• ••••••. 
(c ) 2 percent bonds .••••• •••• •• •. ... 
( d ) ?.-1/2 oeroent b.:>nds ... ..... .. ..• 
(e) Trensury etwint:e no tes* .......... 
( t} Su't'tJtP. l • .....••.. • ......•• ••• •• 

B. Se!)te:fo er 27 to Octobe r 2 

1. Ineur~::"e com.,Miee nnd mutuo l 
s~·: !. :1gs br.£t}(o: 

( n ) 2 n., rcent o:>rld e ....... ..... .. . .. 
(b) ?-1/<: nerce nt bo:' :!s •.• • •••• • •..• 
(c ) 7/S ne r ce n t c e rt ! t1os t as .••• •• • • 
(d) :>ubt:> t l'l 

c . •ct!un·• co rf)O rntt :,. !' : 
( a ) F a nd G bon~ ••..•• • ......•... 
(b ) 2 percent bo nd A •••• ••• •••••••••• 

(c ) 2- 1/2 oercer.t t.o .. J B • • •••••••• •• • 
(d) 7/6 nerce n t cert l t1cr t e e •.. .. ... 
( e ) TreRRury aavl ••ge no tes• .••.... .. • 
( t ) Subtotal •...••... . ..• • ........... 

C. Totnl ·>r :l., rAr.: - Th lrd ·::nr Loan ••••••••• 

Amount 
( I n b1111ona 
o r dollars) 

1<.0 
. s 
.s 

1.0 
2 

.6 
1.7 
2 

.2 
1.1 
. 7 

J. O 
!.:.1. 6. ( 

16 . 2 
= 

=------ ··---·----- - - - --• It la nro o s ed t t • count all r~cei .,t s rroo Tr.-nsury anvlne;a 
n;, tea nnd envln._a bC'n:1e deooe l ted ""i th the '!'rensury b e t v:-> en 
Se t~'!b•r l tu:d Oot :>b !' r 9 a e nnrt o r t h e drl•:e. 
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In t he financing orogrpm set f orth r bove it ie sug­
gested that t he entire Sl6.2 bi lli ons or new money raised 
by the Th1ro War Lo~n oome f rom a nonbanking drive , and 
that about $7 b1ll1one or t his a:nount be obtained direotl7 
rrom i ndiviounle. E bonds at 0~ billions would pr ovi de 
the mn Jor shnre of t he i nuividual money . Bank borrowing 
would be divor ced entirely from the drive. 

In order t o acoo~plieh a war loan drive or the fore­
goi ng m~~ni tude ano composition it will be neces snry, it 
sppeare at t his timl' , t o chnnce t he mechanics or t h e 
operation from those employed heretofore so as to place 
the entire em.,h8ais of the loan oouc.rely on "in<Uvidual 
money• . It 1e euge;es t ed in t h i s connect ion that tht> 
Inuiviaual part or the lor n be set orr b:, 1tselr to be 
hanuled as separately from the other parts or the l oan 
as possible -- separ a tely as t o (a) the type of approach 
(b) the t1minb, and (c) the particular securiti es offered. 

(a) The type of appronch 

(1) The in<•iVidual 011rt of the Third War Loan will , 
it appears , hAve t o involve an intensified selling cam­
>Jaign tlv• t will dwarf I'J.l pr Pvioue effor ts to sell 
Government eeourit1Pe to individuals . The !llllount th8t 
will hnve to be r a i sed is huge ~len considered from the 
;>oint or vi~w of subscrip tions by th t> nvernr;e man, but 
t he figures are disarming in their ei:npl1 c1 ty. 'The 
<l.iffioulty of the accomol1ohm·' n t or the Job 1o illus trated 
by the f ollowing ex~oole : 

Ass woe tlll' t all persons who buy any of 
the i ssues o t her t han E b~nde have t nken 
t he1r ahnre or t he lonn - - s; b1111one as 
shown i n t he tnble Above . Then ever y one of 
the 6o million re~e1n1ng Americana who ~ill 
earn an 1ncooe (l ur1n~ t he uonth of Septecber 
(including t hf' r.lf'·abere of t he 11r:ned f orcea) 
will , on t he 11vera~e, hnve t o ·ut up r bout 
$70 cash during t hat ~onth t or E bonds 1f 
the sorl 111 t o be r enched . If t he au<rket 
canno t be exnnnued t o beyond, aey ~ ~1llion 
!>er~;ona becAuoe or t he 1!11;>oaa1b1l 1ty or ob­
ta1ni ne extentied SJ3oun te t roo mos t of the 
peraone with i nc :11ee or $1 ,000 a year or 
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l ess ( 1!1cl udlnt, mos t o r t he c embers o r t he 
armed rorce al , then the avernge r equireme nt 
t o r e pch c t t h e 11.0 m1111on neraona will be 
about J l OO o~eh during the neri~d o r t he 
drive. 

A drive tt.at wi ll reach t ens o t mi l::.lone o r oerso•lil 
and -tll obtAin from t hem f unds i n t he ma~ltudes set 
for t h nbove will hnve t o be a drl ve t hr. t 18 really big. 
I t will ha ve to be a oampalgn whi ch wil l i nvolve house­
to- house canv~•sea i n every one or the n11 tlon ' s counties; 
bench- tv-t:.enc.h onnvnooea l n evt>ry one o t the ns :;ion 1 s 
rnct :lrle s ; nnu <lenr.-to- deslt canvnaoes n t every one er t!1e :;a t l on 1 s offl,)cs . !.!My neor>lt! will hnve to be 
cn:~v";sed t h1•ee o r four times and u re.ed to subscribe 
l :>re~ or t our tir.:<'s . 

It ls ll~ely ta~t a J.r l ve such as thla will have 
to 1:1volve aalea ortpeure such a s has not been us ed 
!:~•·~tc !'ore i n a >Trr bond or.::~nal.;n. Security sales t o 
1n.i1vl <iuRla i n volumes 1\8 large a s t hooe contemolated 
c,.~ ~ e accom~ll shed only on the basis o r a serie s or 
drnmll t1c nn:>enls to patriotism. Acoor d i ngly , every 
!"e r son must be ure;ed to subscrib e until it really hurts 
hie spending oower - - a level o r subscri ption whioh would 
be t ar a bove the level a oer son would ordinarily cons i der 
na bel/16 r epres entative ot h ls ab i l ity t o buy war bonde. 

A drive such as hae b een de scrl~ed ~11 , i n all 
likellh:lod , require nublic a pproval by the Treasury and 
the Federal Re serve o t local actlvltie e encourag i ng 
i ndividuals t o withdr aw large port1one o t their bank 
aocounta tor i :west ment in E bonds. The need t o r a 
nol i cy aptwovl ng banlr. deposit withdrawals hae b ecome 
mo r e and more evident as the war f ina ncing pro&r Rn hae 
~regressed, and it ~h~uld be f ormulated comnletely 
t eto re the start o t the Thi rd War Loan, i nasmuch ae 
t he success o t the drive CI&Y ll'ell depend upon it. 

Some bankers question ll'he the r they can 
afford t h e d r e!n on t heir deooa1ta whioh 
Will result f rom a Vi gorous o rog r&m Of 
sales o r Government securities t o the i r 
depositors, but t :1elr l eaders, ae reor e­
aented by the members or the Economi c 
Poll ey Commission o t t he American Banltere 
Associati o n , a r e in favor o f a depoelt­
withdrawal- t or-Qovernment-eeour ity-1nvest­
ment oollcy. I n the Commissi on ' s r eport 
on th~ ·~100 Bill i one Budget, and The Banke" , 
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a copy o r which wne s ent you some months a~o 
by Ur. Randolph Burgess, bankers were ll.dviaed 
to look upon suoh deposit withdrll.WI' ls with 
vomplaoency. The report explained, you will 
reonll, that •ae the deposita go out through 
~uetomer oubocr1 r>t1one tor bonds or through 
Government withdrnwll.ls, there 1e reasonable 
certainty thn t over A oer1od they wi ll return, 
though usually under different owner eh 1p0 • 

( 2 ) The oorooration oart or the Third war Loan will 
involve tl arrrerent type or ~pproach from the foregoing 
And might well be handled as a custom-made "Jveoial 
names• job. The 9atriotic nG~~ l oi gh t be used, but 
the i nvestment a p..,r oaoh would probably be adequate. 
I t is i mportant, however, that every uor poratlon that 
mi ght be a candidate t o r a subaot·1nt1on to the Third 
'.Vnt• Loan be .l i sted before the campaign etnrta and be 
aoa1gn3d by name to a pnrt1culer • dr1 ve nolle! tor". 
Thla would e l1m1nnte du;>lloate eollcltntl on, and would 
orovlde an economy ot e ffo rt. These reoreaentat1vee 
should, moreover, be aa tched to the corpora t1ons 1n a 
manner w~ioh would achieve the moet effective use ot 
snles personnel. 

The job or pr eparing lists or corporfttlons end dla­
t rlbut ing the names among salesmen 1s consi derable, but 
1t eounds larger then it really le . There are , it le 
likely, leas t hnn 100, 000 corporations Whose names would 
appenr on lists or l1kuly candidates tor subscriptions 
to the lssuee c rtered i n the Tlll.rd 'lar Loan, and a oon­
aiderat le proportion o r the namee could be obtained 
from past recorda o r e~becr1pt1one and from other eouroee. 

(b) 'l'im1ns 

The Third War Loan will involve some new anglee 
wit~ respect t o timing lr the operati on 1a divided •• 
set forth above , beoauee the t wo parte ot the operation 
will not be eimilar to eaoh other. The corporation 
part will be one t hat oan be aooom liahed w1th1n a 
relatively ehort oeriod or time -- a week woul d prob­
ably be eutf1oient - tor there ehould be no obstacle 
to obte~n1n& oorporation eubeor1pt1one oromptly. The 
e1tuat1on w~• wel l llluetrated in April when 6b percent 
o r the money obtained from nonb~nklng oorporll.ti on• wae 
received during the tlret week o r the drive, notwith­
etnndlng the t eet thot t here wa e an 1ntereot edvnntnge 
to postponing the purohsee or -tsx note'e to the month end. 
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The l ntU vi dual part or the Th ird ll'nr Lo(ll'l will on 
the other hand, require three or ro u.r weeka t o comoieta 
i! tbe extenslve canvasses that are suggested are to b e 
accomplhhed. With th i s in mi nd, 1t 1e auge;eated tl'.a t 
the 1nd ivldual drlve start on Thursday, September 9, and 
extend to Saturday, October 2 , wlth accounting permitted 
until Saturday , October 9, to take i n a.ll the aav1 ngs 
bonds sold Juring the urive. Books ror the ooroor ati on 
offeri ng m1ePt b e opened on Hondny

6 
Septembor 27 , 1 t 18 

sugsested, and cloee on Sntu.rday , ctober 2 . Advertis i ng 
could be coordi nated eo thc. t it ~~uld introduce the cor­
?Oration part of t he d rive at the same time thnt it 
served to BJ)W' t he ldnd-up or t he d rive for individual 

subscri p tlons. 

TiL\inc i n the fore;:;o 1n& manner would mo.ke 1t poe­
sll·le to conduct the 1nd1 vi<Ual OcJllptl1£n unclouded f o r 
t l\r !'e "·eelts by a coinc i d ent appeal to corporntion in­
ve£tore. The publ i c would thereby b e BJ)t~red the con­
fus~or: Uu\ t result s when large fi gures are announced 
ln a combined c :Jmpai gn as early sub scrlptl ona from 
lnsurano e oompan1eo and other corporn t i ona roll ln. 

(c) The po.rt1cular securitie s of t'ered. 

In a c n:npa1gn directed toward e xt ensiv e p urchases or 
~1ernc:nt secur1ti~s by lnd1vidual inventors it woul~ b e 
d eo1rab le to of fer as wany securities as i o necessary t o 
cover the mnrlte t . I n the Third 'llor Loan drive it 1s sua­
s eated tho t indivi dual a be offer ed: 

l . E, F, and G s a v1 nca bon~s r or the 
smaller purchasers; 

z. Scrlea C sev1~s notes for t he larse 
1nv oo tor who wish eo a short- t erw security l 

3. An i nt erLied1s.te bond - - s u:; a 2 :;crcent 
1osue - -tor med l uc terce~ 1~vest~cnt , and 

Lt . A Z-1/Z ;>ercent \.on.\ ror the 1nd1 v i dual 
inv ea tor l<}lo deolree a lone-tor e i Mt ru1ucnt. 

These l osues would sati sfy the re, u iremente or moo t 
indlvidu(ll 1~vestore . Two o! l.hem -- the ::: t •on:l s ~>r.l 
2- t/2 percent i ssue -- acc ount eJ f or !~ percent or t he 
lnd1vi~ual money l n Apr l l . 
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Corporation s wo uld b e adequately provided t or by a n 
offer ot: 

l . 7/S percent c ert ificates , 

2 . Series C s aving s notes , 

J . F a nd G b ond s , 
4 . 2 p erc ent bond s , ~nd 

5. 2- l/2 p erce nt borde. 

Bille are r emov ed from t h e bas~et , i t is not ed and, 
i t u sed a t all , woul d b e c ons id e r ed outs i d e of th e drive . 

II. Technical u nd Pelley l·:at tere '.l'hich 
'.1111 Requi r e Some Att ent i on 

':here a re a nwrber ot 1cpor t e.n t ~ echnlcal 1'.!~<1 pcllcy 
c:.at ters loillcll wi ll r equ i re s o:ne att en t i on d u rlnc, your c on­
e1derat1on of t h e Sep t en:ber f 1r.er.c 1nt. • They a re .;1scusted 
~rlefly l n the t ollowlnb para0 ra? h8 . 

(l ) Certlf l c n tes i n the basket. A 7/~ p er c e nt c ertl­
rlc:.t e 1s s ucc;e s ted t or the basket I n order t o a ttra c t t i:e­
f un<! s e.r l sln::; from curl·ent c or:· o r r te acoumula t l onc -- f u ncl n 
o.ccu:uula t l n.:; l n <l opr eo l a tion r eserves ~>.il ich c a n .. o t l e l'e ln­
vcsted ln n ew ec:ulpment , l'.rl sln~ f r·c.c. acc ount s r ccelvnl le 
rerm::men t s a nu t..-o l n..; ln t c t c.x r eserv <:'G . Those nccu :lul~ t 1o:1l 
a re short-ter ;ned i n n:.t ure a nd lt can not be cr.;ected t l:a t 
cor ,)Ora t lone will ,.'1 sh t o keep the:: lrw e H ed t-'eyor..! t h e 
J uration ot the we.r . l·:~wy cor ? Or l' t i ono cc ns L.l e:- a th ree Ol' 
!'our yea r not e t oo l on_; f or t hese fu n' " :>JO:. acc ord i ngly , 
auch a s ecuri ty i s unlikely to nttrac ~ nF l~.rLe a ~rouortl or. 
ot t he rund.B £Va1 l nbl e ae a one ye r certl!'lca te. : :oi-e ove l' , 
even 1r c orpor a t 1one "ere pet•eue.<led t o ·,w·cl'!>. se such n 
eecurl ty t he Tr ea sury \o"ould h~v e c:> lnee no ren.l z..:v~nta~ e 
f l'O ill t h e i r a c tion , In~ t e:~u a f u t ure t.~ ,.;,e t :· t·obl e:r. ~: o:.~la 
hr.ve t e e n l neured ShOuld CO rp Or}\tlOI\0 1.1. ch to l~ c:uh:: t e t),e 
t ulk of t he i ssue e. t no:•e ;.··· r i od l)l l or t o l t s :r.a turlty tc­
c:ru r e or t he t e nl l rut l or. of t ll<' w:. 1• . ·.:1tl. r C' sp ect to 
S.-r l es C not es , tt. e:; t op Jo no t S<'t> r.: 1.0 L. C a ~noll :i . . n .tlc­
f ac t or] securl t] ror ::.11 c<'r-,.or: t t- e.c c u:.>ul:- t 1cr.r . . .r-u ] 
corpor r t l ons p r efer til l' Cer t l !'lc • t e t ;,·l e o f 1ns tru:>er. t 1<n! 
t :telr .:l s!'l es on tl'. 1P accoun~ :::1 h t Wl'll l e rell .'ec~~: . I n 
A;>rll , it i s recull eu , t he c f'!· tl ~! c n ~C' O .>ut s ol J Seri es C 
not e s by ne a rly vl b111 1o ne . 

( ;:: ) Leak~<t:e t o c o:.L11e rc l al l.w. ;., . !:1.1.J1:t: tl1._ c : ..•... C'I' ­
c!.nl \..nnka from pt.J•t l c lp:· t l or. tn t.J .e 7 . . 11',~ ·.::..r Lo~~n \·.!.1 1 ... 1v e 
rl ~e t o a t.ec~:n lc-:.1 prol l~>·" t:.!. t !1 r ,·r pe t t o tth l sru e o f 
: per c e nt 1..onl1 e t.l~ -.! c c r t 1!"1 c&tes -- .. o"' t o ; t•e v t" r. t 't l": .~s ft•.J,:J 

CPttln:_; OUt t.O llO: Ull'O t: .~ 1r et:+C C ~ ~ t. ~t\• t• ! n_ t:- ~tec ri t l <;n f 

12 

Regraded Unclassified



• 

- o:s -

1nJ1rec~l)' t !lrout:n d ealers and b r oll.e r s or ot: .t' ::- lnte.:-­
medl:lrlee . Tl: i a ca.tter could l:e controlled , :t is su_­
·ea~eJ , b, eliwin• t l ng deale r s en.! t ~~t~ rs fl'Or.l tnP 

dr ive as f a r as t i.e certlflc~ t e und ::: oerc(' nt l r,:·ueo a re 
oo nce1-ned -- t h e•• could , howevpr , entei· eul scr1!>t1onF 
for t he 2-1/2 peroer.t bonds. ·.,·ah r r e ec: t o o"ti'..!' r i :l­
veot or a "'ho mi f'lh t ac t ao inter n.edlr. r 1Pn , 1t l E ·~~:_eeteJ 
tlv-t t he :.latter be c o ntl'Olli'J l •· F'edenl Rc-oC' rve ''Ollo l n._; , 
opere. tint: unJer a ::ub1 1c an: ., U!'lcc ..• rn t ly t h e Secretc ry 
tha t t he ccrt1rlc!>tee am - pt-rcent \ .:>n.lE 1Hued .lu r 1nl: 
t he d r1ve were intended only !'o r nonl C~r.~t l n :_' i n\~ eo!:t c l"r cn\1 
t !-'\t one o r bo t!". o~ t r. e i scue e "oul.! 'le o~rere~ t o L:u:;:s 
a fter t he d r 1ve clos e.: . 

( J) :>etn ll$ o~ t r. P ~-"-J:. • r . ~: . (" : -1/: ""·" ~-c ~: . : 1 r.~! 
eu· eeted r c- r incl usio n 1:'\ t l:• \ ~::•t ::.1 ht b £. a :,cp:.,: er 
19btl-69 or a :-:arc:: 15-~- 70 . ':'!:e l •rue s.:oul -' lt'c. r t . . • r-~.­
co ndi ti on!l , 1nc1udl n _ r ef:r1c tior.F .• c t !:c o·. r.e:·si.l·· , •. r t:.e 
2-1/2 perce nt to::d ltsued ~n <9r!l , :l:! 1 s!.c .. : .; 1 p -'rte..: 
Se;>t embe r 15 s o tl"E.t intel'~flt co.1cul ~t1one .!url::c t i".e flrst 
" eAk o r t he .iri ve :n1t r.t l:' e eliml n:> ted . Tn e Se:- t ec.!:.t>r 1~ 
clat1n~ wo ul ., , o r co urse , weo.n tl'll t su'tec::-1;H l c ::s for u11 
r -1/2 a eo l d .iur ~n.; t he ccroorot1on p:~ rt o~ the V.r l ve wcul:l 
hove t o b e ten.iered at i)a r am\ accrued interest. Some c o t·­
poratlons m1,r. t, of cour~e, or e !'" r tit. t -.;he l ssue b e <1$ ted 
Se,: tember )0 a nd offered for subsc r1 ,. t1or. ct ~~..~·, lut 1t l e 
expec ted t lll t no consl d erulle ol: Jeotlon t o '"" w L·.·eeted 
dl\ ting 1e likely to a rl e e on ti. i s account . Tn e S<?~ te::l 'ler 1" 
dntin · would per wlt sal es or t-;.18 l s : ue co i ndl vldutlls to I.e 
definitely tJ..el;'l do wn durln.; t ;.e e:~1•l:r pert o f t he .irlve. . . 

(~) 2-1 2 1 & t o Tru~ C.- l/2 
percent l:on o. ere ln t e .r ve wou • e cade 6Va11atl e to 
refund euch portion or t he 3- 1/4 p er cent bo nc.'.s c~ 1Sll 3- '15: 
called t o r p aycent on October 1 5 , nF were t en~ere5 t or ex­
chano• aa d iecueeed ln our we::aor andu .• on "A Su,_.:.e" t eJ Pl-o,_ rllr. 
f or Market Ftnancif16 Prt or to t he Septe .. ter :'1·1ve. • The 
amount ot 2-1/2 percent bo nJ s t or ..r.i c:~ sutsori~tions .. -ere 
eo entered •ou15 be excluded frcLl t i•e ~i_ures cr. ti:c -:rive . 

( 5 ) 1'r e ride on the 2- 1 2 Tne ~ epnrt< te 

13 

tlaU.ng or t e n vi ua part an t. corporp tlcn .,:u•t o~ tr.e 
Th1rd War Loar. so the t coroorution out scr1 .:> t1o:~s •·111 t e held 
off ! or about three weeks may ;::ive 1•1cc t o" a o1nor "free ri~e• 
pr oblem, Some indlvidu(l].a and-dealers e.rd t r o<te r e ~1Jl t l:.uy 
the 2-1/2 percent bond tor t h e n urpoe e o f trnns!'errl nc. t h e 
eeourl tiee otta1ned h uned1a te1y c. t o. s!. l :_h t -;: r efit t o i nsur­
ance c ompan lee and ot~r corporo.tior.e .r.:os e ln\•estc:ent f unda 
vould be vaittng ln the aarket. A defer~~nt-1n- tradln£-"~ile­
t he-booka-are-open request cay eerve to reduce t h e voluce or 
auoh traneacttone, With reepeot to lar6e sub scrip tions , core­
over, the Treaeur7 could rurt~r control t l:e p r oble::> by 6 e1ay-
1ng delivery on eubeoriptiona ap ecl!ying larE; e deno:::~1nat1on 
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1 c c ~ - - ~~J , l ~e c s ~~ 1 l~ , 1JJ ~rover -- ~ntt! :~e 

:_ .:;,o: .'" 0,. tLc cor· •o.· ... t\ .. :"o :-t l OII \,. r t !te Th lr<! ·.·::tr Lot'.n 
1 ~~'II. o · e::• ~ . 

( ~.. ) .. r. "' nerr; .. !~ . I ~ l r c t._._erteJ tr. t c or.-
~ ~ ,•:· :.1 .. f e _!vr.r: 1 , r l!. t~J \l!)Ct~ls._ E 1 cr\..· B t o cll 
::.'It'! t. c r c "" t·"' r t · ' n ::o: .. :J."rc1Rl it. r.:~c ur c: Se- t e:ll'"er 1 
:.)' - - .:.:> .:: .. rn~ e ln the ll:. l t p tlon on W:e a::.ount avnll-

1 

: : 1 ·' :· :- z· .H'C"h:tre !'"ro ... 1 ~h~ c r .. ~rer. t ... : , 7~:> 1~sue !1r.1ce 
L .;> - ~·~ 1' . T .. ls •I'O:>Otwl 1& lr. :.1:: e ~>"lt! . t he ol.lec­

~lve <>:' ·- .111 ~ . .c: l;on..! t ile "poor ::l."'.n 1 ~" securlty "anJ 
o:' scl" l r._ 0 .11;,• <: l on.lP tc. 1nven.orr o:: t1. 1~ clr.ss ~ntll 
:.. e !L .. lt o!" w·c ..... tct M~ 'c:cC'r. l' l ' c . . c..! . ::.:v,:.,· cl\:".:s , 
;. CCvC! ~:_~!of' 

1 
,Jt,: ... .. :• 1 C.olUl'"O.:.o~ Or, _ Ut. l : :' ;,.1 D .. :,:- ft...,:_t!n 

1 S l"'UGS 
, , ~ ' • ,. 1 ' ' I ' 1 1 l "lt 1 t I • <1.. • I v _ . .. ..... H • .... r .• a ........ ·'" .. ~ , ct •• • ro c e t...L ~f , :•n-.. ,.:.·~· t. e :"r.al , 

:'-2·.1_ ... .•. " l' .:l. l .. 1'-'up :- ~ '"': \·:e:!.! aL ... : ·n;, c.:>r: or~ t 1cn£ 
• •. !. :-..... ·c.. :. •• c '-: ·~ : :u.~l .. uclJ.eoscc ot s~ll ..:.crcJ . .. .I. ~£ ~ s::lts-
... \.. , .. c .. ~- l't' .lL\'e :\:on "a · .. J.l::h ~nr. h ell :.e .... l ace.: 1n 
..: :..~ .. :o . . ....... .:, of :~.c f.:>Cl 1 hn .. ~ .v!1::1c .... l 1\,.:: s a re e ;: :.lve­
.,_. _ . ·., ...... :1:1" :: : ... r: " s ~ ""·n t. .• -: lr ef~or:. r: a l~e -ll~ely tote 
.. J.l J t.eJ !n t.ue Sc-:') tc .. fL..er J rl\*e . T1:e a\'n ll.:1·~ 11 1t.) o r E 1:o::J. :; 
~o.· ..L:·c .... \Le ..JJ ~Hf" lt· O\-.n 01'._ t :.l :.: . t.!. .... ns : .. a :; .:o wuc.! to .,;a!.: . 
.. .. : .. uL. i a.£~ u:.1c:.~,.. c ~ l · &: ... en ~ : .... e- n from tues e .. :roups . 

( 7) :. Lon.: ei'O:.totl on . T!1c (u •• our.t se t !"ort i: as t i.e 
•• ~ t.- o~ 1 ln Sc ) to:nber -- ;11 :. n l1o•. •• -- l s . o1•e tl. :.n 
:..·-~;.:. t.I: .. t s tue t\:.1oun t \.>!" thiC~ · 't:.o rl!a tt.; : ~ .ur l n~ the Secon~.: 
:::..r Lu:•r. . 'i'.~1 1 s .. r· .. ·poncd volu.ne or oc.les co.n t.e acco :J_;l1 shl'c! 
.;..:-.J. J : . :· c-.:: nC Pl.t. l" • .. 1 n _ t au.: ~ cll ln~ e!'fort on Vl JJ l cr~: e r or 
t.. .. ~ :' V~"" r: ~e o~l\ n !.n :Jl t,c e o f ,;~: 1 o n .. 1G. I t ., .. ~ulC ' e poor 
r.,.J ts n syc .. ol o ... y :;n.l (I n oLvloun ::.u c .. of l!co r.o ... y l r. se.les 

r • .. otlon em! nd•tertl ~1nt.. e!"f .:>r t "' l.u~l.! .1 c: •• ,.al,;n t hat 
:-.·· ~.le ~o :·c. l r~ .,;tt 1""1l'lor.f\ aroun..: n ,·er. oo.l nt. t ~on l:: rlr.,::1r...; 
:! llt\.le t,s ..;1 • • 7'5 fl'N .. encit " i eee ro l J . 

( _) :,: lone dell·:c:-·: . Ae,·..::u l n.., tl:.: .t sul::s t r.ntlal. p:-o-
.... r ee e lc ::~..H! e lr. rais in~ t .. e nu::l.e r o ~ ..;100 and Cl t:ner d e­
no.!lln. tl '- h E 1.,or .. :s ool.! ~ the 7 :.1 %'"(! ·::e.r Loan ~""./ Etlll 
~r.vcl·:'-' t!.e lo~uan::e o ~ nc ur.ny a! twlce t !.e nu.."1i:er of 
t, l cccs s olJ Jur1 r.~ tl. e A;·rll Jrl\"~ . Accor~:-.Jl y 1 the ; :rf'es­
ur~· shou!..! t e :;l~eJ:o.r•J ~or t l. ~ 1eeu:t:lc t- o r mor~ thRn cO 
:::11' lon nepr r c te bcnJe i n the 3 or :, weel>e or the c!r1ve • . 
7nl.$ ~ e no a.:-~11 or.ler an.! lt "'111 l:: e a:ade no easl~r l::y tee 
r~ct tf~t ~oor-:~-Joor c~~~~ 1_nR Jc;er.J ~or t heir success 
on r M 1d ..:c: 1·:,•ry o !" i.oocs -- c erto l nly .!e l 1very no l a ter 
t . ..o.r. !;,;: l.ouru a!tt!r : :.e a..., l1cn t1 n has i:eer. mal e. It 1e 
l 1:tel;,· t i.-' t :..: e oper:. t1c n· will ha\'e : o t e stlll rurther 
,' ecentral1 ::.~<! 1 :1: • .! ln l lll' ·e ol ties ::JJ.'i have t o b e carr led 
do"'n as f r r as t O local nei~bborhooJe . Tc 1s extension or 
tee 1Psc- 1. •~ opcr:l ~ l < 1 •• .:.y l aw<>lve eo:ne l1bPral1~at1cn ln 
t he proc Ct!t; rer nw~< ... t'l r.._ f ollowed . 
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( 9) F antl G bone's . 'ole ere w1th<traving for the 
~omrnt our recommendation that F anc G bonds b e dis­
c ~nt.tnurd :-m\ a r e , :you w1 ' 1 l\Dve notec\ , proposi ng that 
t :1ey oe 1ncl u,:ec1 1n t he drive. We mak e thin ne~: r e com­
:ncntit>tlon becAu~e we reel thPt the pr oponent e or a s~~~t~ll­
,: enom1nn tlon coupon bon<i would u oe t he wi thdr10.val. or F 
nmi G 1..1n" a as a s1~nal to inte nsify their demands ror 
;,uch ' leriO:Dln:- t l ono. 

It 1s noted 1n t h is c onnection, thAre are a gr~>at 
w ny ·v reono ~<ho hpv e .;5,000 to <310,000 i clle CPs h avall­
t>\.1.• , ..>ut '<ilo~ e 1c.co:..e l s l l' ~B t han :;5 ,000 a yPPr, Store­
Aeepe t·a 1•ho h:we t:uff .,r e.: in\·en to r y ,.ec:ines or reductions 
:n t •. elr nccountc recelvatle are ln th1 s clA s s; so are 
ltf!l)' ... e.bers or thi' e.r:ned f or ces wl:~ h(.\·e licu16e. ted their 
bus1•.eo~e s nn.: ~iP~o .. e d or the lr u· raonr l ~roperty or 
t : r .• r: · n,. ;c..o ny war work ,•rs •h" h~ve moved t o ne ... · co:nmu­
nl u -:c an< ere livir•e; i n trail t> re or rurni<he.: r ooms a nd 
:~J lu 1n t he bP :~k the run(.R d~rl ve ci from thi' s t>le or their 
" , ... l'B 11n,, rurn1 tu•·e . There ·eo t>le> arf' not e<"ut o:>ed to 
fr ee the ... n ·kc t t•l r k involved in thE' •>ut•chare or· negot1 -
.•ul t• r c- cu l'll.ll'!l . The ':'hlt·d \·lt> r Lo:•n 1<111 , howeve r, mnke 
:\It ~ l'I'O l't tu Obtain th~lt· fUII\.l) f Ol' 1 nV~ F. t:~~en t 1n 
,jo\' 1'1\ .. :CO t llbli, .r tiona - - 1f l<il.)h ,l'I'WPl or bnnk D!>lllnces 
\u n.voc~ted. A s ~ccrlty PVPllable 1n smell uenom1n~t1one 
l>c ~ on.:: tl •r :: 1: m.: li:l1 t epper> ro to be neceesr ry, therP-
f •re, lnr •r .• u ch a n " ' voc· tes of n lo~:- c1cnoll 1n r tlon coupon 
c.. " " >~1 11 subt\11 t t hec e •>Poole e r exr:n!"'l en eo r th!' c • rke t 
thl' t 1r not co,·pre<: by " .>5oo w1 n1 .. 1u:u u e ncxn1nr t l •' n n "'go­
tl rblE' bon•• . 

(10 ) P~ucrpl ~cncl "' s and trust f un<s. ~e progrec 
f ' l' tl. e ':"h l r·c, \1:- r 0 !"' n <:...rive , set f orth i n th1.s :ne:norttntl um , 
·•xcluul' s I'Oy A:aoun l.s till' t mlt?lt be obtni ni'd 1n Seo :>t e,ber 
fr >.n oubsct•1pt1on~ by Peder,..l a t:"ncl ·'S ~nc" tt·u~t runt' s. 
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GROL'P 

Present : Ur . Bell 
J.:r . Gaston 
Ur . l:>ulli van 
wr . '!1hi te 
J.!r . has a 
J.: r . '!hompson 
Llr . Paul 
!Lr . Suli th 
Llr . Gamble 
Captain Kades 
/.!r s . Klotz 

July 15, 1943 
9:00 a.m. 

H.M. JR : Paul, have you seen this? {Indicating 
July 10 Chicago News clipping r egar ding United Mine 
v.orkers . ) 

!..'H. PAUL : 

H. IJ . JR: 

l.:R . PAUL: 
it provea--

Yes, I sent it in to you yesterday. 

Did you ever consult with that l abor man? 

I just went over that letter yesterday -

H.!.!. JR: \'.hat? 

~. PA l~. : It proves that there were plenty of other 
motivations besides - concealment besides the income tax. 

H.J.! . JR: Is there a.ny case? 

UR. PAUL: No income tax case. 

H.U. JR : llo, but are there · others? 

CR. PAUL : Yes, I think t here are others • 
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H.M. JR: ?~ere is the memorandum? 

t!R. PAUL : It is on the way in . 

H .M. JR: To me? 

Mit. PAUL : Yes . I told her to make a copy. 

H.M. JR: \Vhat I ~ant to ask is this : I will be asked 
at press conference about the Chicago Daily News story which 
says the t --

l.:R. PAUL: Rea_d particularly the last paragraph . 

H.U. JR : AnyYm¥, the gist of it i s that there is a 
report of an investl gation of J.:ine B - you summarize the 
thing - there is a Treasury report investigating this whole 
question of lflne 81 United t:.ine Worker s, over in the 
Department of Justlce . Now,. I wu going to be--

MR. PAUL : There i s a li t tle i mplication that the 
Justice Department has been dilatory about it or is block­
ing it, or sometning of that sort . 

H.M. JR: That doesn ' t for t he manent inter est me . \'•'hat 
I ~ant to know is when the press asks me at ten- thirty, "Is 
there such a report , Mr. Morgenthau; is it over at the Depart­
ment of Justice," can I say, "Yea "? 

Lffi . PAUL: I don ' t see what else you ca.n say if you 
say anything. That is true . 

H.LI . JR: Is it illegal to say yes? Any reason wJJy I 
can ' t say yes? 

MR . GASTON: The Department of Jus t ice has already 
confirmed that there is such a repor t over t here through 
their public Rel ations man . I would be incl ined to say, 
"I am sorry, I can 't say anything a bout it." 

H.M.JR: That doesn ' t satisfy me, Her bert . 

MR. PAl~ : I got a report yes t erday that the Justice 
Department, which must have leaked this s t ory - I don 't 

... 
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know where it could have been leaked otherwise - is very 
sore about the way they have been treated here in this 
story. 

H.M. JR: ~no is sore? 

MR. PAUL: Justice, including the Attorney General. 

H.M. JR: And there must be a leak, you say, in the-­

MR. PAUL: I surmised that owing to the methods they 
have of not taking care of papers and everything - our 
as&istant general counsel was over there for six months, 
and he says that you can get anything out of the Justice 
Departreent just by walking around and looking on people's 
desks . 

H.M. JR: I still come back to the fact that this is 
important, and I don't want to do &n¥thing - did you send 
me this? 

MR. PAUL: Yes, I sent tha t in to you . I bad a lot 
of trouble getting a copy of it. ·· 

H.LLJR: Now, is there any reason - if~ey ask me, 
~. Uorgenthau, is t here such a report, ana-is it over 
at the Department of Justice," is there any reason why I 
can' t simply say, -yes . If you want to know anything about 
it you have to see the Department of Justice"? \',bet harm 
i s there in that? Do you mind for one minute- before we 
come to the public r elations, let's get the law straight 
on this thing. 

MR. PAUL: I am not sure . I think I bad better check 
on that legal end of it; I am not sure. I think that only 
covers the disclosure of anything in returns and doesn ' t 
refer to pendency of investigation . I think in vieYI of the 
importance of this I bad better check. 

H.!J .JR: Could you be back at ten- twenty-five and 
let me know - you and Kades? 

~. PAUL: We can check that in ten minutes . 

18 
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H.M.JR: Yes, but I am going to be busy, I want to 
know, because the St Louis Pos t-Dispa t ch, which is just 
across the border from this B Mine, and P.M., want to 
know about it . They are going to ask me . 

I want to know if I can simply say, "Yes, there is 
such a report . " If they say, "Where is it?" I will say, 
"Over at the Departll:ent of Justice . " That is all I 
can say, gentlemen, That is all I want to say. 

L~. PAUL: There is only one thing that might be 
suggested. It hasn't been over there very long. One 
miept almost give the date if you are 5oing to give 
anything. 

H ,Jl , JR: No, I don' t want to do that , 

JJR. PAl'L: That is only for their protection . 

H.M. JR: Why should I worry about protecting them? 

MR. PAUL: You shouldn ' t - you should; they woul d 
appreciate it . 

H.M.JR: \'lhat? 

UR . PAUL: I think they would appreciate your 
saying that much about this, because this story sounds as 
if it has been over there for a year or sometning like 
that and they were very dilatory . 

H.M.JR: Well, don't worry too much about the Depart­
ment of Justice on this thing. I mean, right in the roam, 
I don 't want to do anything to dampen t his story. And I 
am not using my imagination. Now, Herbert? 

MR. GASTON : In the first place, you can't tell t hem 
anything they don't know. The Poet- Dispatch man ran across 
our man while he was investigating the case. He knew from 
other sources that we were investigating. Hartll:e.n admitted 
to him t uet we were investigating the c86e . That has all 
been printed in the Post- Dispatch. Yesterday t hey confirmed 
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it at the Department of Justice that the Treasury had 
del ivered a report over there . It ~as officially con­
firmed throu~h the Public Rel ations Office in the Depart­
ment of Jushce . 

I don ' t think there is anything you can tell them 
that they don ' t know. I think you can tell them, "You 
know everything about this case that I am able to tell you . 
There is nothing I can tell you about the case that you 
don't already know. n 

H.U.JR: Now, Herbert, you are a newspapercan; this 
i sn ' t going to satisfy you at all • 

.JR. GASTQ;l : As far as I can see, it has been admitted 
by t he Department of Justice that the thin~ is over there, 
so there probably isn't any practical diff1culty in your 
admitting that i t is over there . Kbether there is a legal 
difficulty or no t if you wanted to admit - as I say, you 
can ' t tell them anything they don ' t know. 

H.IJ . JR: Let's say, "My General Coun sel and my Special 
Assistant, Mr. Kades, t ell me, legally, it is over at the 
Department of Justice, and that is all I can say, gentlemen . 
I s there any objection to that? 

MR. GASTON: Not the slightest . 

H • ..: .JR: Fred? 

hlR. SQTH : If it is true they confirmed it, say, "I 
understand they confirmed it. " 

20 

H.M. JR : I don ' t know; I haven ' t been advised officially 
that they have or have not confirmed it. 

MR. GASTON : My only objection to that is that th~t 
will lead to their asking .some more questions, "V1hat d1d 
you find? Is there a tax case? " and so on . 

H.ll. JR: "No, we folloMd the usual procedure and the 
mat t er has been forwarded t o the Department of Justice for 
action, " or "for such action as they deem fit ." That is 
all I can say. 

... 
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MR. PATJL: JJr . Garrison points out that there is a 
pretty clear case against the employer for violation of 
the Wagner Act . There might be a conspiracy on the part 
of labor to assist in the violation of that Act, and there 
is a possibility of conspiracy to restrain commerce in 
violation of the Sherman Act, and there might be same 
violation of some State prohibition against bribery . 

21 

H.M. JR: Can I forward that t o t he President? (Indicating 
letter dated July 7, 1943, fran Lloyd Qatli•an to Mr . Paul) 

!JR. PAUL: Sure . I see that copifs''li~~n't been ~· 
made . I will rush a copy off to you . 

H.U. JR: Is there only one copy? 

MR. PAUL: That i s all I have. 

MR. GASTON : If there is bribery, I don't see how 
you can escape the conclusion that there is al so tax 
evasion . If t here is bribery, it seems to me t here is 
conspiracy . If there is conspiracy, there is evasion of 
t axes . 

t!R. 1.'/HITE: He might have reported income under some 
other head. 

UR . GASTON : No he didn't; he admits it . 

J.!R. SULLIVAN : Of course, as you know, I agree wi. th 
Herb. I thought we had a case of conspiracy to avoid the 
tax laws. I have nothing new to add. 

H.M. JR : I have been waiting for this (Indicating 
Mr . Garrison' s letter) . 

MR . PAUL: I didn 't know about it until yesterday. 

H. IJ.JR : This is hot, and I have been waiting for it . 

MR. PAUL: I think you mi ght send along w~th it the 
letter to which this is an answer which summar1zes the 
facts . 

H.U. JR: All right . 
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MR. PAUL: You see, we have presented hypotheti cal 
questi ons ; otherwise we would be vi olat i ng the law about 
disclosure cf returns. 

H .M. JR: Get it in . I ·have been e~fully keen on 
thi s thing. If I had had this earlier it woul d have been 
helpful . Anyway, you come in at ten twenty- f ive, will you -
you and Kades - and let me know? 

MR. PAUL: All right . 

H.U. JR: And Kades, I tell fOU whet you mi ght do . 
Between now end ten- thirty you ~ght read both of those 
letters . 

CAPT. KADES: Yes, sir. 

H.lJ. JR: Now would you, Mr . Paul, t ell this group ­
because I have t he group down now to where we can talk 
about impor t ant things - I would like to know what happened 
yesterday over v.i th Fred Vinson . I would like the whole 
st ory. 

UR. PAUL : I was going to write up a memorandum thi s 
morning. The conference lasted from two- thirty to five­
thi r ty. Vinson was there . Stem brought with him t wo of 
his assistants - Pete - whatever his name is - and Randolph. 

H.U. JR: Talk a litt le louder . 

1!R. PAL'L: Stem brought with him two of hi s assistants . 
Ther e was a man there who was a new assistant to Vinson; 
I forget his name . There was a man named St ark, whom I 
thougnt was still wi th ayrnes ; but it seems, when I ra i sed 
the point, that he has been assigned over t o Vinson, at 
least on tax matters . 

MR. B'::LL: He is the Federal Reserve man-. 

l!.R. PAL'L: Yes . He has been with Byrnes fo r sane 
time . 

22 
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A long speech was made by Vinson ebout a united 
front on taxation, and at the end of tha t I said, "Well, 
since Mr . Stark is here and we Mnt to think a bout a 
united front, I wonder what about Mr . " - the Budget man -
"and also, would Marriner Eccles be interested in a con­
ference . " I was doing that partly to see if I could 
lead Vinson into a disclosure - more of a disclosure of 
what hi s positio!l we s . 

He rose to that and seemed very annoyed. He said 
that he didn ' t want to have any town meeting - the he 
•1as ahays glad to hear from any of these people, but he 
didn 't see any reason for calling them into a conference . 

Arter that episode we went on a.nd discussed the tax 
problem. 

H .~ . JR: That annoyed him? 

MR. PAUL: Yes, it did annoy him. 

H.lJ . JR: That is funny, isn ' t it? 

J.!R. PAUL: And he acted as if he Tlas annoyed on the 
ground that I was trying to tell him something ~bout how 
you operate on the tax bill. Be referred at one time to 
a postgraduate course - t ha t he had to take time to take 
a postgraduate course in getting a tax bill through . 

I said that we in the Treasury had alwa7s been careful 
to discuss these matter s with all the different people in 
the Administration who had a legitima te interest . 

Then we went into a long disoussion of the excess 
profits tax. We discussed two types of individual excess 
profits taxes, the one that is usually thought of by people, 
which is a tax on increase in income; and also a tax from 
another angle, putting the rates up, but giving r elief to 
people who had no increase in income , or decrease, or who 
had debts to pay, or high medical expenses and such t hings. 

Stark was very much in favor of the latter type. 

Stem made the point that he - that the •. ays and 
~eans C~runittee had passed a resolution calling for a 
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report from us and Stam on the possibility of such a tax. 
The only references - I have never seen anything f rom the 
Committee about that. The only thing I have ever seen 
about it was in the newspapers . 

H.M. JR : ~ay I interrupt you? 

MR. PAl'L : &It--

24 

H.M. JR: Llay I interrupt you, because I get the feeling -
I am more interested in the personal relations angle . Did ~· 
you get the feeling that Vinson has sort of assumed the 
role of leadership in this thing? 

MR. PAUL: I tried my best - at one time he made the 
statement - and I noted i t in my memory - "' don' t v;ant to 
dictate what is in the tax bill." 

H.M.JR: Could I again interrupt you? You see - let's 
go back a little bit . Some of you know about this very 
unpleasant i ncident a t Cabinet last week where t he President 
called on Vinson and I thought he would say something about 
prices or something . Instead, be star ted to give a re~ort 
on the tax bill, how he had done this and don e that. .;'ell, 
I felt that the President had bad enough fi ghts so I kept 
qui et . It turned out all right . The President more or less 
picked up my fi ght for me before the thing got through. 

I have asked Paul to sort of sound this t hing out, 
because I feel - and I think Paul agrees ~ith me - that 
it is much bet ter to have a showdown now with Vinson rather 
than work all summer and find after we do all the work he 
has no assistant - be uses our brain . Because, if he is 
going to do it, the time to know it is noll. 

Now, I want to sit down and have a face- to-face talk 
with him, because that ian' t mj understanding v.i th the 
President at all . 

MR. PAUL: I couldn' t tell ; I tried several leading 
questions· -

H.!.l . JR: Well, he is smart. 
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~ffi . PAUL: ••• to get him to tell what he considered 
his function, and the only word that he used that gave me 
any lead was this, that he didn ' t want to dictate the tax 
bilL 

H.M. JR: I think next week I had better just get hold 
of him some way or other and just have a face - to-face l~lk 
with hiln . If necessary, I will go call on hiJn, because I 
8lr• not going to be in thi s--

V.R. PAUL: I got kind of an unpleasant taste in my 
mouth all through the conference. I felt that Vinson was 
being terrifically political about the thing and wasn't 
thinking - he made a lot of speeches a~ainst inflation, 
true, and he seemed to be at odds with St~ in that he 
Vlanted more taxes than Stem . But he did.,' t seem to have 
any grasp of the problsn a t all as he bad seemed to have 
at the previous conferences when there have been two or 
three of us at lunch together. 

H.M.JR: I am going to let you dictat e thi s thin~ and I 
vlillread it. If anybody in this group wants to read 1t, 
you can lend them a copy. That will save time . They 
can apply to you to borrow a copy if they VJant to read 
it . 1'hey can read it and then return it to your office . 
I think that will save time . But I would like a copy, 
and if you would - somebody - George and somebody else -
is going to come up and see me Saturday on the farm. 
I nnt you (Haas) there Saturday morning and Sunday. You 
had better get to Poughkeepsie Friday night, if you don 't 
mind. V1bo will you take m th you? 

I!R. HAAS: I think I had better take the Sour ce of 
Funds man, Lindow, probably . 

H.M. JR: What about Tickton? 

V.R. HAAS: O. K. He is specializing on the quota 
arrangement. 

li . J.l. JR: I think you had better have both. If you 
don ' t mind getting there Friday night I will work with you 
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Seturday morning. Maybe we can put in a couple of hours 
Saturday morning, and then I will let you get through and 
go to New York to see a show. 

MR. HAAS: That will be fine . 

H.M.JR: So I think - then if you could give it to 
George, he can bring it up . 

MR. PAUL: All right . 

H.M. JR: What I would like to do is this : You give 
me that ; I want to read it . Then if anybody else wants 
to read it, they can borrow it and read it. 

Let me go around briefly. How long ~ould it take ­
I want, immediately after this meeting - I ~ould like to 
take ten or fifteen minutes - I have something which I 
think is important to say to you people in connection 
with War Finance. 

Who do you want over here from your organization? 

MR. GAMBLE: Louis and Coyne . 

H.M. JR: Herbert? 

MR. GASTON: I haven't anything special. I have a 
letter that I want to talk with you about sometime when 
it is convenient which you sent to me to talk to you 
about. 

H.M. JR: Now, just so we know, I have told ~r . Bell 
because he will be Acting Secretary t~~orrow and Saturday. 
He knows the whole inside story about this John L. Lewis 
thing, I have tol d it to one person, so if anything 
breaks on it or anything happens , Bell knows . He has to 
know, because he is going to Cabinet. 

MR. BELL : I would like to read that report , if I 
may, before I go. 

H.M. JR: All right . I think you ougbt to read the 
report I send to the President . 
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MR. BELL: Is t hat Paul? 

H.M. JR: Elmer Irey. I think you had better send 
for Elmer . There is some stuff going on which is all to 
the good. 

MR. SULLIVAN: 
said, "For heaven's 
Lewis?" 

H.li.JR: Who? 

I don't understand. Last fall Biddle 
sake, why can't we get this fellow 

MR. SULLIVAN : Biddle, to me in his own office. 

H.M. JR: They tell me he wants to run for Senator 
for Pennsylvania . They also tell me there are quite a 
few coal miners in Pennsylvania. (Laughter) 

MR. SULLIVAN: So I heard. 

H.M.JR: The unfortunate t hing in this town, i f I may 
moralize a little bit, is that there are so many people 
who have lightning rods up, and they are looking at the 
lightning, waiting for it to strike . If they only realized 
that if they took a thing like this and did a bang-up job, 
that would elect them to office . Instead of that, they 
are doing this and that - they are shadow-boxing. On the 
other hand, if they did a bang-up thing, hell, the people 
of Pennsylvania would sweep them into office . But he will 
never be swept in if he dodges this one . 

Herbert, if it isn ' t too late, could you write to 
your friend Saul Haas - I think it would be bet ter to have 
that special, special stuff sent here . 

MR. GASTON : All right . 

H.U.JR: You might send him another airmail l etter . 

John? 

MR. SULLIVAN: I reached the Chief Justice . It was a 
very good thing I did, beceuse he was appalled at the i dea 
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of his picture being used . As a matter of fact , he said, 
"I am not too happy about the l etter i n an adverti sement ." 

I said, "You remember I told you we were using t he 
President ' s letter . " 

Re said, "Oh yes, I can ' t object to that . I just woul d 
feel happier - but I am not going to object to that , • He 
very de£1nitely objected to the use of the picture . 

H.ll.JR: O.K. nnything else? 

l.!R. SULLIV.L : I had lunch v.ith Donald Nelson Tuesday. 
',"•e oiscussed the Procurement matter, and he v1as hear tily 
in accord with my plans on that and offered the use of all 
of his facilities . 

H .LI. JR: That is the surplus to be handled--

MR. SULLIVAN : .• during the war on everything except 
Army and Navy and such things as Army and Navy turn over . 
lie seemed particularly interested in my desire to t alk 
v.i th the Army and Navy and see if we couldn ' t have a real 
survey of thei r inventories and shake loose from thsnthe 
things that they really don ' t need, at least for the present . 

He feels very strongly that u , and not the Anny and 
llavy, should dispose of it . 

~. BELL: Does that include the plants? 

MR. SULLIVAi·: ·we don't know, Dan . There. are a lot 
of things on the fringe there . 

I had lunch with Jim Scott of the Bureau of the Budget . 
The Budget and Mack hadn ' t been getting al ong too well. It 
looked as though Budget was trying to born i n. I am pretty 
well satisfied, aft er my conversation with Scot t that we 
won't have any substantial trouble with them for the time 
beins--

H.U. Jk: I hope you are right . 
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UR , SULLIVAN : .. , on the disposal of the huge 
stocks after the war, but that is something el se, But 
I think if we do a good j ob between now and the armistice 
end have a real plan and are ready to go to tov.n , then 
it v.ill have to come to us , 

Fred and I have been talking about publicity on the 
September 15 matter, and the Bureau and I feel very 
strongly that there should be no publicity until the 
forms are out . ~fuenever there is any publicity, they 
come after us for forms . I f they are not there, they 
~Ti te to their Congressmen, and ~e have quite a time. 

Fred feels t hat this snould be divi ded into two 
parts : first start in now, telling them there is so,aething 
coming Sept6Illber 15; and when the tax forms come out, 
give them the technical advice about fil l ing them out . 
I understand he is getting out a memorandum on that t oday , 

MR. ~AITH : Yes , The only t hing is, you have two 
surprises coming to the bulx of the people. 

The first is that you lave to do some thing on September 
15. Then whet you are going to have t o do - there ere 
two seoarete and distinct surpri ses . Rather than r.ait 
and load them both on at once, it seemed to me there 
ought to be some way we could break the news tha t on 
September 15 something is going to happen, you are going 
to have to file end pay e tax, Some people are, and tel l 
who is and who i sn 't , 

But, don ' t get i nt o the details of it, and maybe not 
issue very much f rom the Treasury directly until you have 
really got the forms and get i nto the discussion of what 
you do about i t . 

H.L! . JR: My hunch is that we oug)l t to begin t o break 
the news to them, 
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MH. SUU.IV.AN : I am just wondering what that is 
going to do t o you~payroll allotment. The forms aren't 
ready - they won 't be ready . 

H.M. Jh.: 
it , whatever 
advice. 

If you don ' t mind, after Smith gets into 
he advises on that I am going to take his 

t.!H. SULLIVAN : That is all rigbt,but I think that the 
people who have been running this year in and year out 
ought to have an opportunity to state their ease, jr, 
Secretary . 

h.M. JR: Oh, John, sure. And if I bad followed 
what the people have been doing who have been running the 
thing I would be in such bot water - I mean, I wo uld be 
as bad off as OP.l. · 

MR. SUU.IV AN : Wba t do you me an 7 

H.l!. JR: Just that . I mean, 1 gave the people a 
chance who have been running the thing, you and Internal 
hevenue, and l ook where I was on t hi s business as of t wo 
days ago. 

loiR . SUU.IV.AN : I am the one v;ho stopped it, l!lr. 
Secretary. 

H.W.JR: How? 

LIK. SULLIV.t.N : I am the one ...Uo brought it to your 
attention. 

H.M. JR: Ob, John, don' t kid me . 

Mit. SU LLIVAN : Mr. Secretary , that form came to me 
for the first time on Monday afternoon. It bad gone 
through your shop on Thursday, hadn't it? 

lllt. ;)I.IITH : The front page. 
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H.M. JR: And what did you do? You said, "Here it is 
if you want to make out yours - it took me an hour and 
thirty-two minutes." 

Mk. SULLIVAN: Is there any more graphic way I 
could describe to you what the ordinary person is going 
to be up against? Mr. Secretary, I have been a hundred 
percent with you in your reaction to what this was going 
to do to the people, and I have been a hundred percen~ 
with you in your desire to get this thing cleaned up, 
and as a result of it- -

H.Y.JR: What did you do about i t ? The so-called 
people who are regular people - what did they do about it? 
It was in t he Bureau of Engravi ng. If I hadn ' t stepped 
iQ, what would have happened? 

MR. SULLIVAN : If you hadn ' t--

H.M. JR: If I hadn ' t stepped in, what would have 
happened? 

MH. SU LLIVAN : It would have been ~rinted as it was. 
That is why I brought it t o your attent 1on . 

I! .M. JR: 
simply said, 
of your Ol'ill, 

You didn't say anything about it, John. You 
"Here it is . If you want to make out one 
here it i s. " 

UR. SULLIVAN : I beg your pardon . We were discussing 
this, and in the discussion you said you wanted Fred and 
me t o get togethe r, and u got together. 

H.M. JR: In the morning- I don't know what the 
occasion was - Mrs . McHugh was here - and you said, "Here 
is the thing. It took me an hour and thirty-two minutes 
to make it out. If you want to make it out, here is 
yours . " 

MR. SULLIVAN: I think I told you what the react ion 
was going to be to this t hing, and in the course of t nat 
discussion you asked Fred and me to get together. 
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H.M. JR: If, in your mind, you feel that you did, I 
will t oke your word for i t because I have got too many 
t hings--

Mit. SULLIVAN : I am not claiming any credit for it 
at all. 

H.1l. JR: O.K. Fine. You brought it to my attention . 
Let ' s leave it that way . 

I.IR. SliU.lV.&N: I should have been fired if I hadn' t. 

H.M. JR: Let's le ave it that way. You are on my 
side. Wba t about the people in the Bureau? 

MH. SULLIVAN: I think the people in the Bureau did 
what they were l egally required to do. I think that the 
minute Randolph told them in here that afternoon that 
the legality of the situation should be dis regarded in the 
interest of the convenience of the taxpayer - and from 
that time on I think they have done a swell job . We 
wil! have a form here where he wi!l have t o make seven 
computations inste~d of fifty- five. 

Y,F.. PAUL: John, we told them a week or ten days ago 
we were trying to get theQ to simplify t hat thing. 

loffi. SULLIVAN: Surrey had approved it . 

H.M.JR: What I am getting back to is this. l don ' t 
know who you refer to as the regular people, but if you 
refer to Norman Cann, t hey were perfectly willing to let 
the thing go through as is. 

MR. SULLIVAN : That is right. 

H.M. JR: They didn' t have the initiative or the 
imagination to see what this ~~uld do to the Treasury. 

!.lk. SJU.IV.lN : That is right. 
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H.W.JR: So why is their advice any good to me? 

liR. SlJLLIVAN: I am talking about the publicity. 

H.W. JR: Who? 

liR. SULLIVAN: I am talking aboot the publicity 
we give out every year before March 15. 

H.¥.JR: Who were the people? 

WR. SULLIVAN: Bill Horne is the fellow who has 
bee.n helping me on it. 

H.K. JR: He is not he re. 

YR. SULLIVAN: I beg your pardon, if he isn' t here 
he will be here before noon. 

H.M.JR: I thought he went away. 

MR. SlJUIVAN: He did. 

H.K.JR: And you sent for him? 

KR. SUUIVAN: Yea, sir. 

H.K. JR: How should I know that ? 

WR. SUUIVAN: I was going to tell you. 

H.K. JR: I couldn't dream it. (Laughter) Look, 
let' 8 lean it this way . Don ' t let' 8 either of us get 
excited. 

J.!R . SULLIVAN : I am not. 

H.K.JR: We are both excited. We have got a very 
difficult job to do. If you see this thing rq way , or, 
I am flad you see it rq way - either way you want to put 
it - f Bill Horne i8 around and can help, fine . But we 

33 

Regraded Unclassified



- 19 -

have almost made o.ne of the worst boners sinc e I have 
been Secretary of the Treasury. 

Now, let's get t ogether with Fred Smith and •et's 
decide what is the best way to approach the public . 

Mh. SULLIVAN: That is right. I was merely trying 
to tell you t hat there was an issue coming up. 

H.K.JR: You didn't say Bill Hotne;I thought what 
you said was that I should sit do~~ and be advised by 
Norman Cann as to how to approach the public. I didn ' t 
tl:ink that that ns very good. I am talking about the 
radio, the newspapers, the trade papers - all of the 
things we do before March 15 - like the job we did on 
withholding. 

All right, bearing this in mind, that just as soon 
as we can coordinate this thing - not under Fred Smith, 
but under the advertising manager for the Treasury -
the whole business - I want to get it under t he whole 
thing so eaoh one will all flow through the same person. 
I don't suppose Louis is ready for that . 

!.IR. SMITll: I think we will ban to set it up--

ILR. SULLIVA.~ : liorm wi.ll be here this week end. He 
will map out the program. 

H.M.JR: All right. Just so I don't have to get in 
on it. The committee on the level of the Offic e of t he 
Secretary of the Treasury will be you and Gast on and 
Fred Smith and whatever the three of you decide is O.K. , 
but I don ' t want it referred back to me. 

MR. SULLIVAN : That is perfectly all right . The 
only issue at all between Fred and me is one of time -
whether we shall start in now or whet her we shall wait 
un til t hese forms a re avaHable . When 1 spoke about 
the people who have been handling these things, I mean, 
every time there baa been any publicity about a ta.x, 
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before the instructions and the forms are ready, in come 
hundreds and hundreds of letters and then a week later 
in come the l etters from the Congressmen and Senators . 

H.M.JR: All right . Now, there is the COIIIIli ttee . 
You fellows handle it and I don ' t want to hear about i t 
again . 

All right? 

MH, SULLIVAN: Sure . 

H.M.JR: Finished? 

t.lR. SULLIVAN : Yes, sir. 

H.M. JR: Good. 

Fred 'I 

MR. ~ITH: Nothing. 

H.M. JR: Ted? 

~IH. G~.BLE : I have not hing . 

H.V.JR: Kades? 

CAPT. K1DES: Nothing. 

H.M. JR: Paul, ~ould you take thia back and give me 
the complete thing'! ( Indicating material regarding United 
Mine \\orke rs . ) 

MH. PAUL: Yes. I want to get a man named Maguire 
i n to study simplificati on of the tax. He is a harvard 
Law School man . I think it will be a good thing to make 
a short press announcement. If Herb and ! get something 
up on it, will that be al l r ight? - or Fred Smith or 
anybody you say? 
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ll .M.JR: Yes , you don ' t have to bother Herbert on 
t hat . Smit h will do it . I don ' t ~ant to start t he 
whole cont roversy agai n, but I take it you heard the 
remark that Sulli van made that Surrey passed on thi s 
thing ten days ago? 

Ult. PAUL: He did not. If he passed on it, it must 
have been the last couple of days because I had a conver­
sation wi th Surre~ over the phone about a week ago 
telling hi.m to hold this up until I got back. So he may 
have passed on it in the last couple of days - I don 't 
know. 

l.!R. SULLIVAN : The reason I us sharp, ltandolph, 
v.as because r.r.en I inquired into it I was told t hat your 
fellows and Blough ' s were--

Mli. ::i/.fiTH: The suggestions made by Blough, and made 
by these other people, were about forty percent t aken by 
the Bureau . That is the answer. 

li.M.JR: Anyway, let ' a let it - from now on , we will 
do i t - we wi l l pull ourselves out good. 

MR. SULLIVAN: 'Ihe fault is in my shoo, Mr. Secretary. 
This thing never was brought t o me until Wlonday afternoon. 
They should have had me in on it i .n the first place . 

H.M.JR: The Co~ssioner, I gathered, didn ' t get it 
until Tues~ay, according to him on the telephone . 

Your shop - what do you mean by your shop? 

MR. SULLIVAI'i : I mean the Bureau. They shouldn' t 
have waited until they had proofs at the print ers before 
they submitted it to me. 

H.M.J n: Anyway, through combined efforts we cau6ht 
it . 

liH. SULLIVAN: It is a narrow escape • 

• 
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H.M.JR: i re you all right? 

){R. PAUL: I han a couple of t hings - no hurry about 
them. 

H .~I .JR: You (Haas) be at the Nelson House Friday 
night. 

WR. HAAS: Yes, sir. 

H.M.JR: Harry? 

MR. WHITE: There are several things but they can 
wait . There is just one thing I want to get your reacti on 
t o. One Ethiopian has been i n a number of times. We 
have been going over their monetary plans which Britain 
has outlined for them after we got permission from the 
State Department we could discuss it freely with them, be­
cause there is some severe criticism we have of the British 
proposal . 

H.M.JR: Is tbere a nigger in the woodpile? (Laughter) 

MH. WHITE : There is a whole flock of them in t his 
one - thirteen million, to be exact . (Laughter) 

H.~I .JR: Known as "The Et hiopian"? (Laughter ) 

loiR. WH ITE : "The Ethiopian . • For obvious reasons 
they want to do business wi th us. There are two obviou.s 
reasons. One is the possibility of lend- i easinf them 
silver, and t he other i s the possibility of as abiliza­
tion loan. 

But the third thing I wanted to get your reaction to 
now was that they have , he claims, a very substantial 
food surnlus t here and 1 f only they had some trucks they 
could get some of that out and they could produce - they 
have t wo crops a year, and they could produce a lot more 
if they had technicians, and so fo rth. 
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Now, tney have approached Lend-Lease - fi rst they 
approached the british and got nowhere; they approached 
Lend-Lease and got nowhere, and you are the only one who 
couJ.d do something if you are interested . 

38 

H.ld.JR: Yea, I am; you to Captain K.ades to Marvin Jones. 
lie has an avenue to Marvin Jones, and Marvin Jones operates. 
I want to say so far, for J.la rvin Jones, tnat he is no 
Fred Vinson. He likes help and wants help and welcomes it. 
I mean, he is an eqtirely different kind of fellow. So ~ .. 
r.ill you tel l ~huck the story? He can get it to ~arvin 
Jones . 

MR. WHITE: O.K. 

The l:l ritish Treasury woul d like to know whether the 
four million ounce part--

H.M. JR: If you don ' t know, Kades is an expert on 
food - pigs and everything else. (Laughter) 

MR. 'MIITE : !::very week he gets a new title . He 
must be good. It is amasing what the l~ will do with a 
man . (Laughter) 

What about the four million ounce partY Are you, in 
your negotiations with Halifax, also including the four 
million? 

H.ll. JR: I ~ould hold everything on India . 

MR. WHITE: All right . They asked me, inci dentally, 
what possibility there was of their get t ing an answer 
soon . I suggested that t hey might speak to Halifax, who 
may know something about it . 

H. !I. JR: Wonderful. I think you got a memo, or will, 
from me this morning. 

MR. WHITE: On the Chinese gold? 
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H.M. JR: Letting the President know. You fix up 
some lettere for me . uet them to Mrs . IUota by ho 
o'clock, please . 

MR. WHITE : We didn't have that meeting this week. 

H.M.JR: I know. 

~ WHITE: &re you going to be back next week? 

H.U.JR: Yes, I 'rill be here. 

MR. V.l!ITE: We may not have it next week. \\e ought 
to have it . 

H.M.JR: We will have it. 

• 

MR. BELL: Walter Stewart couldn't come. Bob Warren 
has been down here YiOrking llith ua on these matters . If 
you wanted him to go over the week end and discuss it 
with Walter it might save time. My inclination is to just 
forget it as far as Walter is concerned. 

H.M.JR: All right . 
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WR. BELL: Can I get your initial on thisY (The Secre­
tary initialed letter dated July 7, 1943, signed by 
Archibald MacLeish, approving sale of ground rentmibiladelpnia. ) 

Just as a matter of interest, the London, llidland, 
and Scottish Hallway Company donated to the United States 
A~ the Coronation Scott train that was on exhibi tion 
here. I don't know what they are going 1D do with it -
probably use it for troops. 

MR. SULLIVAN: The railroad expert, Kaptain Kades, 
worked it out . That was before he obtained t he exalted 
position of returning to the Treasury. (Laughter) 

CAPT. K!DES: They will use it to house officers at 
Jeffersonville Depot . 
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Uk. BELL: We ban a rather nice letter from ll.r .Wood, 
who i s president of the company. 

H.H. JR: Let aoaebody take it up with General Surles. 

CAPT KADES: ll.r. Secretary, when I was in the "r1111 
I cleared the fact that the Treasury could handle the 
publicity with General Gregory. (Laughter) 

lffi. BELL: O.K. 

H.M.JR: All right? 

MR. BELL: I have got about a three-page memo on my 
desk describing a very famous rug that has been donated. 
Whether we ought to waste paper putting out the publicity 
or not--

H. M. JR: All right . 

MR. THOMPSON: Would you be willing to sign, without 
reading, this circular'/ (Department Circular No . 244, 
"Supervision of Bureaus, Offices, and Divisions" signed 
by the S~retary.) 

H.M.JH: John , I can't overemphasize the importance­
t his thing is two o' clock in your office? 

MR. SILL! VAN : That is right. 

H.U. JR: I am leaving the Treasury promptly at three-
thirty. 

YR. SULLIVAN: You want me to call you as soon as-­

H.M.JR: As soon as you need me. 

Thou of you who are interested in 1.\rs . lo!orgenthau, 
she had the beat night she has had, and this third attack 
of phlebitis in her right leg seems to be disappearing. 
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!.IR. SULLIVAN: I just t&lked with Fred here a minute, 
Mr . Secretary, and he and Herbert and Bill and I will ait 
down with whoever the Bureau wants . They will pr esent 
t heir side. Fred will have the memorandum. l1e will 
vote and it will be decided before I leave Friday after­
noon . 

k.M. JR: The reason I got excited, I thought I had 
t o consult Norman Cann to get good ideaa out . You didn't 
tell me you had Bill Home. 

him. 
MR. SULLIVAN : How could I tell you? I didn ' t have 

H. U.JR: You a!so notified me you are leaving Friday 
night '( 

JAR. SULLIVAN : No, you were notified and signed a 
memo on that two \teeks ago . 

H.M.JR: Where are you going? 

MR. SULLIVAN : Home. 

H.MJR: For how long? 

LIR. SULLIVAN: Two weeks . 

UR. B~: Is that approved? (Laughter) 
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Jul.T 15, 1943 

MEMORANDUY FOR THE SECRETARY'S FILE: 

I attended a conference yeaterd~ afternoon at 
Judge Vinson's office, 2:80 p.m. The conference was attended 
by Judge Vinson and his assistant ldr. Underwood, Ur. Stam 
and his two assistants, Mr. Burgess and Ur. Price, Mr. Stark, 
and byllliYaelf and Ur. Surre7. lMr. Surrey had to leave at 
about 3:80 in order to attend a conference with you on the 
September declaration forma.) The conference lasted until 
&lmcst 5:30. 

You will remember that Yr. Doughten had recentl.T 
suggested to me that between now and September lofr. Stam 
and I (and our staffs) should confer from time to time on 
matters to arise in connection with the forthcoming tax bill. 
Mr. Doughten told me that at a recent luncheon in his Capitol 
office attended b7 Senator George and Judge Vinson, the 
latter had expressed a desire to be at the first meeting 
between Stem and me. Later, Judge Vinson, after a telephone 
conv~rsation with me, arranged with Mr. Stam to hold a meeting 
at his office 7eaterd~. 

1. At the beginning of the conference Judge Vinson 
made a statement, apparentl7 along the line of justification 
f or the meeting, as to the need of a united front. At t his 
point, thinking that Mr. Stark was connected as he formerly 
was with Justice Byrnes• office, I raised the ~oint as t o 
the propriet1 of having attendance from Mr. Smith's office 
and Marriner Eccles' office. Judge Vinson seemed somewhat 
anno7ed at t his suggestion saying that he did not want to 
have a town meeting, and once or twice later he referred 
with some annoyance to post graduate courses in tax billa. 
While he said that he would be glad to discuss tax matters 
with Harold Smith arid Marriner Eccles he clearl7 evinced 
his objection to having their representatives attend &n1 
further meetings. I pointed out to him that I was bringing 
the matter to Ilia attention -partl1 on the buis of rq 111•­
apprehension as to Mr. Stark1 a status and that the Treaaurr 
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had been very careful in the past to consult with other 
legi tilllatelT interested agencies in connection with tax 
matters. 

2. The first general point discussed waa the 
individual excees profits tax. This t ax problem was raised 
by Yr. Stm and I gan e. statement aa to the difficulties 
of such a tu, including the administrative difficulties 
and the many injueticea that would be involved. Ur. SurreT 
supplemented t his at&tement with one or two points including 
the problem of over time. 

Yr. Stam then brought out the point that under a 
resolution of the Ways and Me&ne Committee introduced bT 
Robertaon, his staff and the Treasur1 staff had been a&ked 
to report to Congress in September on the practicabilit,r 
of an indiTidual exoeaa profits tax. Judge Vinaon said he 
had not heard of this resolution and I said that the Treasury 
received no notifio&tion from the Committee t hough I peraonallT 
had read something to this general effect in the newspapers. 

The discussion of the individu&l excess profits t&x 
proceeded at first along the linea of the conventional tax 
on inoome increaeei over a pre-war period &nd Stam evinced 
a great deal of interest ana pre-possession in f avor of euch 
a tax, though u usual he did not co-.1 t b.illlaell on the point. 
lb-. Stark introduced into the diaouaaion a point made bf 
Ro7 Blough (and eTidenced in the Times' reoent story on t his 
aubjeot) that the approach to such a tax should rather be 
fro~ the standpoint of increasing rates bf allo~ for relief 
where there had been no increase or a decrease in 1.ncoma or 
extraordinarT p~nte on account of fixed commitments or 
misfortune or otherwise. Stark seemed to approve of t his 
approach and I indic&ted that the Treasur1 would prefer such 
an approach to the eubject. No decision Will reached e.a to 
which approach was preferable. 

There W&a acme diaouaaion in connection with the 
individual excess profits tax of emplofing the expedient 
of compulsor1 saving. The t hought was tliat what was taken 
out of increased incomes would not be taken as a tax but ae 
a compulsory loan. 

.. .. 
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s. There was then a good deal of discussion of 
the income tax rate increases. Stam and Price indicated 
a good deal of doubt about the feasibility of increases. 
stam made his usual point about the nece11ity of consulting 
burden tables. He said that he doubted very much whether 
&n1 substantial increases could be put through Congress. 
Judge Vinson here took a pretty firm position in favor of 
increases though he seemed rather confused about a compulsory 
saving aspect of the matter which will be referred to below. 
On the whole, it seemed pretty clear t hat Judge Vinson is 
for a substantial increase in individual income tax ratee 
though not of the ma~tudea which seem to be called for 
from the inflation standpoint. 

4. As an offshoot on the increased individual rate 
problea there was some discussion of the matter of exemptions. 
I indicated the possibility that we would have to re1ort to 
a lowering of the exemption•. Stam did not commit hiaselt 
on this point but he did come out strongly in favor of a 
change in the exemption technique so that exemptions would be 
a tax credit instead of a credit against income subject to 
the normal tax. I suggested that the discussion continue to 
the point of reduced exemptions leaving the problem of conver­
sion to the credit against tax form to a later discussion 
but Stark 1eemed to be the only pereon who completely grasped 
this dis tinction. 

5. In oonneotion with the discussion of individual 
increases, Judge Vinson came out strongly for compulsory 
saving. I must say that I had difficult,yin following some 
of his reasoning in this respect. I pointed out the Treasury's 
objection to compulsory saving and suggested that it was a 
basic policy matter which should be discussed with the 
Secretary. Judge Vinson said he would be glad to have a 
discussion with the Secretary on the point. 

Se far as I could understand Judge Vinson's approach 
to the questiea of compulsory saving, he thought in terms 
of a certain rate increase in terms of dollar• and then 
see111d to believe that the 1110re compulsory sning we had the 
len we would need in taxes. I pressed the point of view 
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t hat we should get all we could in taxes and then (U we 
bad compulsory saving) it should be added to the highest 
possible tax rate increase. 

6. I brought up the question of the sales tax. 
Burgess gave some figu.res on sales tax yield which were 
pret·ty DllCh in line with although a little higher than 
l'reaeury estimates (I belien J.lr. O'Donnell'& office ia 
revising our estimates upward). Stam made perfectl7 clear 
hie belief that a aalea tax should be enacted partl7 because 
he did not belien that substantial individual income tax 
rate increases could be enacted. Indeed, he stated that 
m&n1 people on the Hill talked in terms of a $2 billion 
reve.nue bill. 

I argued against the aalu tax and Judge Vinson, ao 
tar as I could tell, was pretty definitel{ opposed to auch 
a tax. His oppoait~on was not baaed part cularl7 on 
administrative difficulties, but rather on the consideration 
that the yield of such a tax would not be great, particularly 
the net yield if we considered that such a tax would fore­
close the possibility of aubstantial excise tax increases. 
Judge Vinson also pressed the point in response to a sug­
gestion made by Price that a sales t ax would be a very bad 
tax to pass immediately before the year 1944. 

".1 
7. We diseuued exoilu to aou extent though not 

ill ~ real det&il. The onl7 specific excia•mentioned 
were increase of the tax on distilled spirits and tobacco. 
Stam ns llkeptical as to whether there could be ~ aub­
atantial increases. Judge Vinson was quite confident that 
ratea oould be increased, particularly, I thinlr, the rate on 
distilled spirits. 

8. Corporation rate increases were not diseuaaad 
in ~ groat detail though, it m:r mem017 does not fail me, 
Mr. Stam said at one point that he did not t hink the rate 
could be increased beyond 45~. Judge Vinson said that both 
George and Doughten, at the luncheon referred to above, bad 
indicated tentative approval of eerporate rate increaee• 
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yielding about a billion more revenue . This somewhat 
surprised me but Judge Vinson was very clear on the point. 

46 

9. There was considerable diaeuseion of loophole 
plugging. Vinson expressed a strong objection to any 
recommendations aa to plugging of loopholea. I told the 
conference about a telephone call I had had the day before 
rrom Jere Cooper in which he auggeeted that it wowld be 
unwise to bring up loophole legielation in the nert bill saying it would start the bill ott "with a bad taete• in 
everyboc!T' a mouth. I said I waa inclined to agree in the , •• 
loophole metter wholl7 about depletion because of the general 
oil situation at this time. I said that I was very doubtful 
on the point of tax exempts but that oertainl7 serious con­sideration should be given t o the whole matter of "joint 
returns. " I said that I did not think we ehould advance the 
subject of joint returns in exactly the same rona aa we did 
la.at year but that we had a good plan whicn might be suggested 
to CoDgress . I expl ained t he plan briefly. Price wa1 
familiar with the plan. I made the point that two additional 
States had auopted the community property system, oregon 
beiDg the last state ud that t his fact might 1omewhat ohange 
the picture. Vinson thought it would ch&Dge the picture fer 
the worse since there would now oe 20 Senatore opposed to 
any change i.n the community property income tax require~~ents. 

10. There was no discussion of increases in the estate 
ud gift tax rates or of social security. 'fhere was no 
discussion of the ependlngs tax except a collateral reference 
of a remark by Vinaon that he did not think too miUl1 new 
things should be 1prung on Congress. I interpreted this rem&rk to refer t o the spendings tax. 

11. Stam suggested the possibility of addi tional revenue by limiting deductions. I asked him what deductions he 
referred to and brie!l7 indicated the problea arising in 
connection with the interest deduction. Stam apparentl7 had 
in mind limitations on advertising. I referred to the 
difficulties which would be encountered with the press end 
Judge Vinson's assistant, Ur. Underwood, agreed on this point. Judge Vinson then recalled his attempt to limit depreciation deduction by 25%. · 

12. When the conference broke up, I made no attempt to 

Regraded Unclassified



( - 6 -

fix any date for further conference and none was suggested 
by anrone else. Judge Vinson suggested further conaideratien 
of the problem by the respective groups, particularly some 
pencil pushing considerations . 

13. I find it difficult to sllliiiD.&l'ize 1111 impression 
of the conference from the angle of Judge Vinson's estimate 
of his function in the ta.x picture. l!r. Surrey had the 
impression from the Judge's annoyance at the point I raised 
about who should attend that the Judge thought himself 
considerably in charge of the tax front. I would not deny 
this interpretation though a possible other interpretation 
is that the Judge t hought that no upstart like Randolph Paul 
could tell him much about putting a tax bill through Congress. 
The two reactions may go together. In spite of several 
attempts made by me to draw out the Judge, he said nothing 
further one war or the other except that incidentallr at one 
point he said something about not wanting to dictate the 
tax bill. 

From the standpoint of progress toward aohieving a 
tax l olic,r, I t hink verr little was aooompliahed at the 
meet ng. Stem waa evasive and non-committe.l though his 
skeptioism aa to the possibilitr ef large additional taxes 
(exoept sales taxes) was olearly indioatea. Judge Vinson 
was more hopeful basing hie hope upon his conversation with 
Doughton and George anc1 the "courage" of Congress when 
"the ohipe are on the table. u But I gathered the impreuion 
that Judge Vinson was llllloh len aware of the problema and 
realities of the tax pioture than I had supposed f rem 
previous oonferencea with him. 
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TO: 

FROJ.! : 

MEMORANDUM 

Secretary Morgenthau 

Rando l ph E. Paul 

JUll5~ 

I am reco!!lmending the appointment of John !L 

!:aruire, Professor of Law, Harvard University Law 

School, and me!!lber of the law firm of Hale & Dorr 

in Boston , Massachusetts, as consul t ing expert to 

the Treasury Depart ment . Mr. Maguire woul d be 

engaged to prepare a report on the simpl ification 

of the internal revenue laws . This r eport woul d 

be the basis of recommendations to the Congress 

on this subject. It is expected t hat the report 

will be finished the first part of 1944. 
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THIRD 'dill LOA! I DRI VE 

Present : ~. Bell 
lf.r . 9nith 
lr . Gaston 
L:r . Gelllble 
l.:r . 'Ihompson 
l..r . Louis 
!.:r . Coyne 
!..r. Haas 
~!r . Lindo\' 
~irs . Klotz 
t:r . Tickton 

• 

July 15, 1\143 
9 :50 a .m. 

11 . /.! . JR: \.hat I v;ant to do, Ted
1 

is this : I have 
been fuesing with this t hint: since s1x o ' clock thi s 
mor ning. I t ri ed t o get you at seven , but t hey said 
you wouldn ' t be i n . 

~!H . GA.:.: Bl..E: You could have gotten me at thr ee . I 
missed the train i n Philadelphia and didn 't get home 
until three o' clock. 

H.L:. JR: I read this report fr o ... l'.r t.s an t!.e 1hlrd 
. .ar Lo&r. &nd v.ha t they have got in it . 

tlow, I think in my official f e.cily I can afford to 
be hones t , I hope . I know I can . And the thing - after 
they read it I had to take a triple br~~ide , because, as 
I told Tickton - he was here - it is very nice for Tickton 
and Lindow and Haas to set up a theoreti cally per fect 
objective , but the next thing is t o give it to our sales­
men and tell them t o go out and sell it . There i s no 
sense in gi ving t hese people some t hing they just can ' t 
sell. 

I should be here saying, "You t;o out and do it, " 
and all that . l1ow I am tald:ing realities here . I don 't 
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believe - they have got you down for four billion of E 
bonds . I don ' t t hink you oan do it . 

1fR. GAMBLE : I have contended that fo r t hr ee weeks . 

H.l!. JR : Now, we have to make the basket . We have 
to gei going, have a fie l d organization . I am not going 
to give you this . I have sold - I have been out and 
sold space, and I know what it means . And if I am told 
to do this job, U:Y reaction would be, "It is too impossible; 
I am not even 60ln5 to .;at star·t ed . " 

• I 1.ant to get you fellor:s in a frane of mir:d t hat , 
"This is fair and ,.,e are .,ci ne, lo shov ... :orgenthau we can 
beat i l . " But I don ' t v.ant you licked before you start . 
That is a l anguage you can ur.der stand, i sn't i t? 

!.iR. COYI\E : Right. 

H.L! . JR : Now, 11i th that i n mind - I mean, it is all 
right for these fellows to set up some t hi ng. There are 
t\10 things ; one is the quotas , and the other is the ki11d 
of a:erchandi se . 

The reason I called this n.eeting is that I v.ant - I 
talked t o Bell, and he is convinced . I want the chai ru~ en -
or ,,hatever you call t hem - t he number one men i n the ten 
States t ha t do the sevent y- five - I 1'1ant theJ: here 'Tuesday 
and •·ednesday. Bell says it is going to take them sv.ay -
well , t here is not hi ng more important . 

The reason I make it Tuesday and dednesdav is because 
those tv.o days we v.i ll be maki ng up our minds both on t he 
basket and on the quota, and I think - and if you don't 
a&ree with me-- (r r . Tickton and .. :r . Lindow entered the 
conference . ) 

Ti ckton, I tole t hem about our conversation t ni s 
u.or ning . I only said behind your back v.hat I sai c'i to 
Jour face . I think that these ten fellows in tLase St ates 
~hould have a chance to sit in on the basket end on the o u•>uo 
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I Vla nt them to go out of her e sayin~ - all t en of them -
"Mr . hl orgenthau, we will ge t you thu . • 

Then we will get peopl e like Fronk Isbey. He wi ll 
say, 11 Don ' t tell me you can ' t do it in Pennsylvania . I 
did it i n !Hchi gan . I broko all the Treasury r egul ations, 
and I delivered the bonds . I did whe. t l:.r . ilell said I 
couldn ' t do , but I had sixty thousand people , and I did 
i t • II 

In here they have dovm fixty million pi eces . Let's 
say it is fift1 million pi eces that have to ~e delivered . 
If it is true, Rell , v;ho has the &!ree.u of Ent;ravint; under 
him, had better put i.: r . Hall on notice . 

But the thing that I unt, stnrtine ~~ith me, all of 
us drag~ing our feet on t l1i s t 11ing - we have got to lick 
this th1ng into shape so we know 11here one are by the 23rd. 
Then we can leave you fellows alone and you can go out and 
sell . If you agr ee - and for God ' s sake, don ' t si t t he r e 
like a bump on a l og if you don ' t agr ee with me, because 
I think - this i s my i dea , and I am just raising it - I 
sold it to Pell - that t hese f ello11 s should be in here 
Tuesday and \',ednesdaf both to sit in on the basket and 
on the quota . 

L:R. GAl:BLE: I have only one qualification, and t hat 
is t hat in some instances you bring in t wo men instead of 
just the chairman, in t;e,, Jersey, for i nstence- -

H .~. JR : That is imma t erial . 

~'R . Gf.lH!LE : I agr ee t hey should be here . \', e have 
hed several meetin~s on t hi s, and I am completel y in your 
corner on it . We have been arguing vi olently about t his 
seven bi llion dol l ars , 

H .L JR: Bell was opposed right along that I gi v~ out 
these fi gures . I sai d t hat the fu blic has t o knov. t hem, 

and all the rest of tha t , and we d d it . ..ell, ell right , 
t hat is nter over the dam . But I v.ould much rather have 
to apologize to a few of these sharp- shooters in th~ left 
'Piing of the · .. hi te House than I t ould to fe ll dov.n r.1 th the 
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Ameri can public or make the American publi c ! all do~n by 
giving t hem a hurdle that nobody can cl ear. You just 
can 1 t clear it . 

All rigb t , I made my speech in t.e11Brk, and 
speech and talked about twenty- five percent out 
seventy- ei ght billion dol l ars and all the res t . 
maybe i t was wrong. I made my Kingston speech . 
that was wrong, but it i s water over t he dam • . 

I made thi s 
of the 
All ri ght , 
Maybe 

Now I am faced right up against a reality, and tha t 
reality is , what is a !'ai r 8Jllount to ask these fellov.s 
to ~ive me . Then I v.ant them to go out anci bea t it, but 
I don 1 t Mnt to do ~hat Tick ton gave me this morning, which 
completely sunk Qa . I told the~ yesterday that four billion 
~as impossible . Tney put it back to three, and they came 
right back with four this morning. Gosh, they are ter r ible . 
l11hat we have to do is put those fellows out on the fi r ing 
line and let them sell. (Laughter ) 

J.:R . HI!AS : Put them ri ght her e, Mr . Secr etary . (Laughter ) 

H .U . J~ : I mean, the attack l i ne - back the attack . 
here it is right here . You corrected it to three billion 
dollars and t hey coma rignt back this morning~-

UR. TICKTO:i : They tore me apart for doing it, for 
pulling that do~n yesterday . 

H.M.J R: Tore you apart? 

MR. TICK TON: For putting t nat down t o three. 

H.M. JR: Well, you will get torn apart if it stays 
at four . \\ ell, anyr.ay-- (Laughter) 

~. B~LL : That is a ll righ t on the basis of ~hich 
/OU have been traveling . Those figu r es are all right . 

H.M. Ja: Bell asked if t he r e ~as anything hol y about 
Y>ha t I have said . No . Now we are up a,;ains t a gr i m 
reali ty . \'re have lo go out. I have alv.ays sai d tha t I 
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v.asn ' t going to make forecasts . 
forecasts . Well, it is too bad . 

Here I made some dumb 

MR. GAJ,ffiLE : I don 't think it i s too bad, You talked 
about a second front just as we talked about a second front 
on the military side. We don ' t have to J et tied down on 
it . 

H. l: . Jn: The banker s are cominP' in . You (Gamble) 
should be in at eleven o ' clock and !isten to this . 

Haas and his fello1,s are comin~; up Saturday and are 
fOing to he ve another run over this thing . 

I think you oucht to get your people in . Do you 
agree, Coyne? 

klt . COYNE : Yes, sir. 

l! . I.! . JR : Tue sday and •• ednesday . You be here. 

l:.R. LOUIS : I will be listening . 

H.Ll . JR : \',hat I have said so fa r - does it make sense? 

~. LOUIS: It certainly makes it easier. 

H. U. JR: Don ' t let any speeches I made bot her you . 
If theJ are wrong, O.K. To hell with them. 

t:R. GASTm: : They are not 'll rong, not in the n y at 
all . But I believe i n makin& a quota now that you can 
meke and go out and beat i t a lot . 

1m. rrA!.:BI.E: To do what the Secret ary has been talking 
about , I suggest that v. e br eak down for them thi s seven­
billion- dollar goal; give it to t hem a s an ideal goal , but 
give t hem a quota they can make, not demoralize them . 

P. .M. JR : Don't you see how complete l ;,' de::toralized I 
am'! I !tad to !!:i ve Tick ton a second cup of coffee to 
revive him . (Laughter ) 

f:: •• TICKTOt. : You miHed tnat fi rst cup of coffee . 
(Lau hter ) 
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H.M.JR: O. K. Is everybody h&ppy? 

From now through Tuesday and Wednesday I &m going 
to settle the basket; we are going to settle the quota . 
Then we are going to tovm, and these fello,ts are going to 
run a char t out fiere as to how your organizati on goes 
along so I can walk in there and see it. But I am going 
to give you a quota that you can make and beat, and t hese 
fellows have got to be willing to say so . If i t gets 
down to fifteen billion, O.K., fifteen billion . Does 
that satisfy you? 

!.:R. COYl.~ : Swell . 

H. U. JR: Just one split second - is it too early to 
say anything s bout llcHamara? 

MR. COThE : We put hi m in yesterday; he is doing 
fine . We go t him right up to his neck . He seems to like 
tho job and seems to relish it . 

ll .i.1.JH: Don ' t get him up to his nose . (Laughter) 

/.!R . COYNE: All right . 

H.l:. J R: 'li'bat did you do yesterday? 

L!R. GAJ.:i!LE : We had a very good meeting with all 
these entertainment councils . They have committed them­
selves to a very fine program in September . Tnere are a 
f ew details to be r.orked out . For example, they have 
aereed to use t hree newsreel subjects, aates during the 
drive, and to use all five of the newsreels every week 
during the drive - each of them - that is just one thing 
they nave agreed to . They have a caravan that they Mnt 
to send out . 

H.J:.JR: Vthat you want to do is to tag somebody in 
your organization to give me spot bulletins of important 
t hi ngs, 1·.hether it is once a day or once a week, so I 
know 1\hat is going on . If you can keep it on one pa);e, 
I r.ill read it . 
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L.'R. GM: BLE: \'1hy don ' t I just lalk to Fred Sni th? 
Let him give it to you and keep you advised. We will 
use him as a liaison. 

H. I.!.JR: That is all righ t . He sees me occasionally. 
(Laughter} 

MR. GA!.!BLE : I am not claimine him as a l'.ar Bond man . 
(Lau ,:;hter} 
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THIRD WAR LOAN DRIVE 

Present : Mr . Bell 
Mr. Haas 
J.!r . Gamble 
J.!r . Lindow 
Mr. Murpb1 
J.lr. Tickton 
l.lr . Tom Smith 
Mr. Spenoer 
Mr . Newell 
~lr. Strickland 
!J.r. Fleming 
Mr . Heming11ay 
Mr. Stonier 
Ur. Brown 

July 15, 1943 
11100 a.m. 

H.M.JR: The reason that I asked you gentlemen to 
come down to this ver:L_ uncomfort able city in the middle 
of July was to hel p uilon the question of ~hat kind of 
securities we should offer in September, how much, and 
the question of quotas. 

I think whatever we do we ought to f i x it so that the 
people in the field can be enthusi astic about the kind 
of securities and the amounts so they will say, "It is 
oossible to do it, and we will go out and do a little bit 
better" - whi ch they have every time . 

There are some honest differences of opinion , as 
usual, between t he Federal Reserve Board and ourselves as 
to this thing, the rate pattern , as they call it. 

I don ' t know how much Mr. bell has to l d you or how 
much time you had. I have an open mind. I like t o think 
I always have one . But I think the most difficult thing, 
Dan , is this question of this rate pattern. Have you 
di scussed this with them? 
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MR. BELL: They just came in and I had about five 
minutes with them. I thi nk what--

H.M.JR: You couldn't do it in five minutes.(Laughter) 

M.R. BELL: I think what we should do is let them go 
to a room and l ook over the material we have - the memoran­
dum f rom Marriner and our memorandum - and I think they 
would like to talk to Marriner for a fey, minutes on the 
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me11orandum and get the background. We should go over the , ... 
f igures and then possibly you should see them right after 
luncn. 

h.M.JR: Here is my trouble. I don't like to talk 
aboot personal things, but Mrs. Jl.orgenthau i s still in 
the hospital in New York, and I have to l eave at three­
tnirty this afternoon. But I am available right after 
lunch. 

MR. HEMINGWAY : What bout· ' 'oul d you suggest? 

MR. STONUR: Is two o' clock all right? 

H.ll. JR: Two- thirty woul d be a little bit better. 
I would have from two - thirty to t hree-thirty. 

UR. HEMINGWAY : Let' s ma_~e it two- thirty, then . 

H.M. JR: Would that be a little bit better'? 

Those are the things that I would l i ke to get some 
advice on . 

They just got in now? 

Mn. B£11: Yes. 

H.M.JR: Well, there is plenty of room in the Treasury . 

MR. BELL: Yes. 
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MR. HEMINGWAY : Then the sooner we get at it the 
bet ter. 

MR. BELL: All right. I wi ll call Bccles and have 
him come over here·. 

H. V.. JR: Then they can hear both sides. This rat e 
pat t ern thing - I lay great stress on that because they 
do, you see. 

I am sorry to sort of rush you this way--

MJ\. FUY.JNG : I don 't think that rusues us. It i s 
eleven o' cl ock now and we are all accustomed to taking a 
sandwich and eating in . 

H.!.!. JR: Shall we say two- thirty, gentlemen? 

MR. H~.M INGWAY : All r ight . 
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THIRD WAR LOAN DRIVE 

Present: Mr. Bell 
Mr. Haas 
l.lr. Lindow 
Mr. Tickton 
&'r . Gamble 
Mr. Murphy 
Yr. Smith 
Mr. Spencer 
Mr. Newell 
J.IJ•. Strickland 
Mr. Fleming 
Mr. Hemingway 
Mr . Stonier 
Mr. Brown 

July 15, h i43 
2:30 p.m. 

H.M, JR: I might l ook t o you as President of the iBA-­

!I.H. !ill.\I NGWAY : Mr. Secretary, we haven't very much 
to report. le have been in session ever since we left 
you. Mr . Eccl es came over and went over the recommenda­
tions that he had made to you, and he posed two problema 
which we have been discussing. One ia the undesirability 
of the bond market getting too strong as well as being 
too weak; and the other the danger that the banks will 
extend their maturities too much, being pressed into i t 
by the decline in their loans and the need of earnings. 

We have been talking about his suggestion of a three­
quarters percent Treasury bill in view of those points 
that he made. We talked it over with Mr. Bell and these 
other gentlemen, but our committee hasn ' t yet had an 
oppor tunity to get off to itself and talk it out i n the 
committee. So we haven't yet crystallized our opinions. 

H.M. JR: Well, I am not surprised, because certainly 
mine aren't crystallized, and it ia not--
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MH. JID(!NGWAY: , •• not easy. 

H.M.JR: It i a not easy. Have you people - why 
not make this use of me, anyway - ~ould you like to 
ask me any questions? 

MR. HEMINGWAY : I think possibly some of the gentle ­
men here v;ould like to ask you some que stions . 

H.M.JR: Supposing we go around the room. 

M~. HEUING~AY : I woul d like to start it by asking 
one question, and that is , to -,;hat extent do you feel the 
Treasu~ is obligated to help maintain the bank position 
as against having an easier bond market position? 

H.M. JR: You wi ll have to explai n that . I don' t 
know what you mean by helping the banks . 

MR. Ha.!INGWAY : Vlhat I am t~ing to s~zy is , in order 
to hold the bank position, perhaps,in the str ongest way ­
keep the banks from going into the long maturities and 
keeping them in shorter maturities - would require, per­
haps, some expenditure in the way of higher interest 
rates fo r the shor t maturities on the part of the Treasury, 

How would you feel about that? 

H.M.JR: Let me answer it a little differentl y and 
see if I can give you what you want without answering -
you've got me within too narrow a range. (Laught er ) 

I think I can give you what you want. ~e are looking 
to the banks as underwri ters of Federal financing to 
see us through this war. ~e want to go to t hem just as 
little as possible; but n do look to you as underwriters, 
jus t as a matter of good common sense, to see t hat we 
keep you fello~s healthy. By that I mean, l et you make 
a good living . Now - I am being very frank - I want you 
people to make a reasonable profit on your capital and 
surplus. Now, that is why I don' t want to answer. 
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Now, at t he same time, I would like t o hook on one 
other thing. We here in the Treasury think that a ten­
year security is l ong enough for the banks, and we don ' t 
feel tha t because we don ' t want to increase interest 
rates - lowering them, rather - that t he thing to do is 
to extend the life of a bond. 

By that I mean, if this doesn ' t call for a ten-year 
h:o , then make it a twelve-year ho, and the firs t thing 
you know we will be way out . ~e don't think that a bank 
f,i th deposits should have more than a ten-year bond. 

Now, that is the way I l ook at the thing, and I am 
not looking at it, just whether it should be a bill or a 
three-~uarters , nine-months, and so forth . That is why 
I dido t answer you. I would rather give you my over ­
all feeling . 

Doesn 't t hat answer you better than telling you ­
· does that answe r what you have in mind? 

MR. HEMINGWAY : No, I don ' t believe I made~ ques­
tion very clear. ~hat I was trying to say was th1s, that 
if the pressure to eam money continues, the tendency '!! 
of the banks wi l l be to extend maturities . Now t hen, 
those who believe that the banks should not extend maturities 
much fur ther, suggesting that it w~uld perhaps be advisabl e 
for the Treasury to offer them a shorter maturi ty - a real 
short maturity - at a higher rate in order to keep some of 
tlaat money in the short bracket --

MR. BELL : You mean a higher rate than the market, or 
a higher coupon than what we have been offering?' 

MR. HEMINGWAY: I am speaking now of these three­
quarter bills . 

MR. BELL: I mean, do you want more certificat e& and 
less bills? 

MR. HEMINGWAY: More certificates and -well, we 
laled about a nine-mont hs certificate or a bill - cal l it 
whatever you please . 
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Yk. BELL: And less of the three-eighths? 

MR. HEM!NGWAY : Yes. 

MH. BEL L: Certainly they Vtill get a l ot of certifi­
cates; there isn't any question about that. 

H.M.JR : I don 't like to say this wi thout Mr. Eccles 
being here , but I think I am being a little more realistic 
about the tting than they are. They are talking about 
a rate curb which doesn't particularly interest me . They 
Vtant to establish this rate curb. I want, as much as is 
in my ~ower, as I say, to keep you fellows in a heal thy 
condit1on on the basis that you can make an honest living. 
Let 's do the thing which is best to accomplish it . I 
don ' t care what it is. 

Mlt. SMITH : Suppose t hat cost the Treasury a little 
mo r•e money . 

H.M. JR: That is a!l right. 

MR.S!.IITH: That an·swers your question. 

Mlt. HDiiNGWAY: That is what I was t rying to draw out . 

H.M.JR: I can't have an ideal and then say I am 
not willing t o pay for. it . 

MR. HKMINGWAY: That answers the question. 

H.M.JR: I am willing to pay for it because I think 
whoever sits here after the war is ·over, I owe that much 
to the country to see that that is done in a wholesome 
manner. If I have to pay a little more for that , I 
think it is worth it . 

MR. N~~LL: I have no questions, Mr. Secretary. 

H.M.JR: I could trim it up and talk about - give a 
ten-page memorandum on the thing, and when I got all 
thrcugh and done - Vthy not deal it right across the t able? 
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UK. lilllnmWAY: I think that ia the answer. 

MR. STRICKLAND: I think the Secretary's statement 
covers all the fUndamentals . The group ought to be able 
to work within that, satisfactorily. 

I do think, Llr . Secretary, that i t would be helpful 
if the banks would do more on their ovm part to keep 
dov.n some of the speculation in offerings because they 
expect a little bit firmer terms on the part of the 
Treasury. I think this last one and a half - the t erms 
t.ere conducive to speculation, and we ought to have a 
meeting of minds on a mutual measure and t ry to make the 
initial offerings a little more healthy. I don ' t think 
it is r.ell for you to be able, or to have to report seven 
and eight times over subscriptions of that type of issue 
in the face of a constant pressure to sell small amounts 
of bonds to individual buyers. 

H. M. JR: We made a mistake in t he amount we asked 
and we recognize it . We shouldn ' t ask anybody to sub­
scribe wi th a t~o percent deposit . The mistake was ours . 
Yie recognize i t and won • t do it again, . . 

!.lit. STRICKLAllD: I think a healthful situation can 
be created, and sounder, from the Treasury standpoint. 

H.M. JR : " e made a mistake there and we recognize i t. 

Mk. STRICKLAND : That is the only comment I have, sir . 

MR. FLEMING : Mr. Secretary, I think your policy of 
trying to keep within a certain renge - the pattern of 
rates that you have devised - is a very wise one, but I 
thi nk tuere is just as much danger in having those rates 
get away from you on a lower basis , particularly the posl­
~ar era and the sale of subsequent issues, than you have 
of a r ising rate of interest which was unhappily done in 
the fi r st Worl d War. 

No1~, to the ext ent that means have got to be taken 
to control t hat , I think we have all got to get our 

.. 
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heads together and try to do that, because I think there 
i s a certain amount of confidence that the public has 
now gotten in the pattern of rates that are being put 
out, and I think t hat is the most priceless thing we 
h~ve in the huge sums t bat you have the obligat ion of 
floating. 

li .M.J h: I thank my lucky stars that with all t his 
t al k of infl ation there is t his steady demand for Govern­
ment bonds. That is something ~e wan t t o ~ure care fully. 
·~e have to nurt ure t hat very carefully because it is 
~fully easy to lose it. 

M1t. FLEJiniG: Very. And it can be lost on the side 
of the rates getting do~n lower and lower all t he time 
unti l tney get - the top falls of f, and then nobody wants 
to buy. 

ri .M. JR: On the other hand, my having been enti rely 
frank- you fellows don't want to ride a good thing to 
death, and so forth. I mean, you want to see both sides 
of the picture. 

!.!1<. FLJii.!ING: Oh, yes . 

!.IIi. BKl'ilN : flothing from me. 

MR. SPENCER: I think everything has been covered 
that I have in mind. 

U~. ~TH : Nothing except that it will t aKe a lot 
of will power, at times, to resist t he t emptation to 
reduce rates and extend maturit i es because when you have 
established this spl endid bond market , buyers will go 
out - step out too far - banks ~ill step out too fair buy 
l ong-tel'lll bonds and force the pr ices up , and it wil re­
quire a lot of will power not to want to i ssue- -

H. V. . JR: Well , I think the American Bankers Association 
and ot her State organizat ions can be very hel pful . 

• • • 
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!.!.t. ~ITH: I think ao, too . 

ll.M. JR: I think they can be very helpful, parti­
cularly aa the deposits constantly go up. 

Mrt . SPhl!ClR: It v.asn' t more than six or seven months 
a.;o when these two percent bonds we reo' t too generously 
taken . That condition might come around again . (Laughter) 

lJJ._ BELL: Vie haven't forgotten it , eitoer . (Laughter) 

ri .~ . JR: And that was the fight that I made to 
establish the two percent rate. 

t.IH. BELL : The ten-year maturity . 

H.M. Jrt: I know. And then I had my fight on the 
three- eighths note . 

Well , we have been successful, and having been 
successful , I haven ' t been pushed too hard - pushed the 
rates do1·.n , you know. When I came here in the middle 
of November, ' 33 - I think you (Smith) were here - I --

~. SMITH : I us thinking about that today . 

11. J.I . JR: The first issue I sold tney told me I could 
sell a nine-months note. Then I remember ther, said, "Nov. , 
the next one ne are going to sell a lonG one.' 

I said, "'l,nat is that? We can sell a long issue 
now." The next one was thirteen months . That ;;as the 
second issue I sold . 

1.\R, SI.HTH: Scared to death about the nine-month 
note, too . 

11.14. JR: We sold a real l ong one ; we sold a thirteen­
months, and I don't forget those t hings. So I am very 
happy at the present situation. If v:e can go through 
and finance this war - the public debt of the Government 
now is just a little under two percent . 
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how, if you people will continue to pl ay as fair with 
me in the future as you have in the past , I Y1ill play fair. 

!.\!(. SMITH: That is all that is necessary. 

H.M.JR: And don ' t le~s either try to do t he other . 
,,o,, , '1\e naven ' t in t he past and we have got to raise a 
lot of money, and I thi nk this picture tna t we have now -
getting less and l ess from the banks - each war loan 
looks good . • 

lb. IIE!/.LNGV>AY: \'.e have stressed that in all of our 
statements and publications . 

\'Jell , ~· r. Secretary, if it is agreeable t o you, we 
'llil l continue our discussions and leave a wri t t en memoran­
dum l.i th Mr . &ell ... 

H.J4. JR: Woul d you do that'( 

Ml\. HEMINGWAY: • • • on the conclusions that we reach. 

h.M.JI\: Fine. 
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July 15, 19113 
3 : 30 o . m. 

Johr 
Sulliva n : .... substantial accord on the t or m. TherP wer P one 

' r t wo Vf'ry mino r pointe t hat nobody' a willing to 
die t or •.. . 

HMJ r : 

s: 

Hl·!J r : 

S: 

S: 

l-!I~Jr : 

s: 
HMJr: 

S: 

"'l!o!Jr: 

S: 

HHJ r : 

S: 

!ll~Jr : 

Yeah. 

.... anC. I think the t I can e.seur e you that thi e 
to rm will go to the printer to night . 

'.l'?nd ertul. 

l~r . Ca nn has al r t>ady made those a rrangements. ;ie and 
1-!r . ~!ooney , Captain Kades , Fred Smith, Surrey and Tom 
Atkinson are w1 th 'llE' now and Judge Cpper has juet left. 

oell , I ' m delighted. I th ink tha t ' s a great j ob and 
shows tha t we still can pull our s-:-l·,gs ou t . 

Y~ s , it's still - i t 's still going to be somewhat 
comolicated but 1t ' e an i nfi nitely easier document .... 

'.iell , I ~pprec1a te all your help , J ohn. 

That ' s what· I ' m here f or. 

'il\11 t ? 
-a 

Th~t ' s what I ' m h~re f o r . 

~~d I ~o?e yo~ have a Ewell VAcAti on . 

Than~ you , sir , I aopr ec!ate that and I hope you 
~ind !o!rs . !o!o rgen~au v er y much better . 

T'nank you. 

All righ t. 

Gotlu by e . 

• . . 
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::;.,11bl t : 

~,,. . 
··"'r . 

J: 

~!I.Jr : 

July 15, 194} 
3:}2n. 'll . 

l!r . 9•crP.t~ry, I juPt WP nteod t'J l~t y?u kn:>w th~>t 
I WR• go i ng t~ b• AWny tam?rrow art~rnoon f 'J r thr ep 
hours. 

'{ nah . 

[ 1 ;~ e:,...lnr; ta ;~~w y.., rk : o IOI!'f' t \\'t th t.hP Pr'=~lCE'nt s 
;( th~ ?lcture corn~ani•f t? geo · them to ?r?V e 
· ~eoi r b~db•t fe r :n~ S•ot•mbeor c!rtve >f ab~ut 
a ~Al~ ~1ll1~n dJllPrs. 

I ' m !lyir.~ U? And bac% and wil l bn ~~r· o thPr than 
~J rlng rnase hour~ . 
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.Tul7 15, 1948 

M7 dear Kr. Preaident : 

I aa sending 7ou herewith a 
dra!t of a pr oclaaation whloh .. 
would like to use 1n connection 
with our Third War Loan DrlTe. 

I hope that thi1 appeal1 to 
rou •• we are rapidl7 cr,•talllslng 
our plana for our publ1cit7, and 
we would like to f eature 7our procla­
mation ln our newspaper adTertiaing 
and all other forma of publiclt7 
throughout the conntr,. 

Tour• alncer el7, 

~) IL lhaw .... Jr 

The Pr11ldent, 

The White loUie. 
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Jl,eOOCDiei.al the tao\ thet. ill 0&rr71n1 t~se ar sao ~·t..rritoJT, 

.. lball ,.., p-eat.~~r -w or --r Ulul AliT .. Uoo 11u enr ubd ,_ 

it.e oiU•- ill allld.\o1'71 I, mmu D. WtW, rr-u.at. ot the 

Unit.ed st.a\ .. ot AMI'loa, clo otno1all7 proala1a til&\ oa 'thlanda7, the 

nia\1> ot s.pt...,er, 194), the 'third 1'U Lean aball be laWIIIh.S, 

i.1 C ""-1A-Ohiat, I hareb7 1Jmllta rteJT o1Ua., to cin all 

poaaibla aid 8Dd appon \o thia 'thirol 'laJ' LMn 4ri.Ye, not. olll)< ao tala\ ov 

f1Mno1al coal ~be NMil.S, boat. \o ....-.nee &lid 1upi.H \hoae of 0V 

hu•..s• 8Dd tatb- &lid - ,..,. an 1IIIMr nra oa a 4oa., troate all ..,_. 

the world, n 1a., &U'Il.n hope tha\ ~ Aaarioao will raaliae tha\ 1D 

buTioc 'laJ' loada ill thia 'th1J'Il war LMn he baa an opportu.nit.7 \o apraee 

Yolllllt.ar1l7 8Dd 111111 .. the p.14alloa ot hia oouohnoe, t.he enaot. \o 111\ioh 

he will •bac* the a\t.aU,• 

'the ~ J*IPle RppOrted ...U n e t1ra\ 8Dd aaooDII 'laJ' LoU> 

4r1.,_ 8Dd ill 1aDt. did ..... •ra Ulul-.. a*-l ot tA.. OllJ' ...S tor_., 

70 

- 1a p-eat..- thaD..,_., &lid wUl ooaUma \o I""' Wlt.ll the ... ..., 4&7 that. 

fio\Gr)' 1a WDJ eo w aa\ a• tar aora a orltioe, tar aora oooparaUoa eYe t.ha.rl 

ill the pan. 

II m-+ II', J llan baNu1t.0 eat. a:t baDII alliS oaua4 tha •eel 

or the llalt. .s swtea et -.u. w be at'tiMII. 

00. a\ the Ci\7 or Wfub1ar\oll, \hie~ clq ot ~. 111 

the,..... ot....,. Lord, a•=•- llluldrad alliS tort.~"• alliS ot 

\be IDISepallllenoa or the llait.ed 8t.a\• ot Aaarioa the ou biUIIIHil 

&DIS es.n,... ...... th. 

nwm.II D. liO<IIIftL! 

BY \be Praaident 

I 
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J. P!ltx:UM+TIOI 

ReoOcnbi~C the tact tbat 1D car1)'11lc the war into e~ territor,., 

we ebal.l need cr .. ter aaounta ot .oney than ~ oat1on baa wer aet..S tro• 

ita c1t1aall4 1D all bietor,., I, FRlllltLIN D. ROOSBVELT 1 J>Hoident ot the 

UD1ted St.oteo ot AMJ'ioa, do ottic:1allT procl.ailo that oo Thurllda71 the 

ninth ot s.pta.ber, 1943, the '!'bUd 'far LoaD oball be launcb..S. 

u c~~~et, I hereb7 ilmlke ... er,. citulll to P.•e all 

pooliblo aid ADd •pport to thio '!'bUd war Loall4rhe, not o~ eo that our 

t in&noia.l coaJ. _,. be Neeba4, bllt to -ow-ace ADd 1.Dap1H tboee ot our 

the worl4, It ia ~ eerneet hope tbat eYer,. herican will raali .. tbat in 

bu.Jinc war Bon4e in tbie Thircl 'far LoaD he baa an opportu.n1t7 to apreao 

Yol\Uit&rU7 Uld u.Mer the cuiclanOe ot hie conoo1ence, the extent to which 

bo wU.l •beolc the attack.• 

'!'be AMI'1can ~· aupported well the tint ADd eeooad 1lar :LoU> 

dri•• Uld 1D tact d1d wen ....-e tball ._. aak..S ot UMa, 0111" ... ..s tor _,. 

f1 

• . .. 

""" 1a cr .. ter tball wer, ADd wU.l oosiD:te to 11""' utll the YFJ c1&7 u.a~t 
~ ~ "'"""'"" 4"\A.-

Victor,. 1e WOGJ eo w .at aet tar .on aacritice, tar .ore oooperat1oot\ 

"'- *b· Jl&"C; 

IN mliESS Elll!m', I hi .... h...-nto eat rq haD4 ADd ..... ..s the a&al 

ot the Ull1ta4 St.otaa ot her1oa to ba attu..S. 

DOIS at the Cit7 ot 'laabi!Cton, tb1a fourteenth 4q or .)117, in 

the ;rev ot our Lor4, llinetaen hund.re4 an4 tortT-tbz:ee, ADd ot 

the Ia:xlepead-e ot the Un1ted Stat• ot uer1oa the 0111 h1IDdra4 

J"RAMDJ_I D. BIX6Bi&T 

Bl the Pre114ant 
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J)olll' J)oft I 

I wl. oll I bad hMrd LDr.t llaUfu • ... U.. 
-plo" , bllt IMit OJ't,..WlJ I wu 1a - Torlt ... 
a1ooe4 1,. 

I'• clad "' lcaow, lu ·-· u..t 11e ~ "' 
CO OD, IUid 1 - - ~ tlla _,. tlla\ it --' 
...... .... .., b t.NniDC ...-. 

.&a &D e &..uter of NFI nalee. I - "'flH"7 .... 
bot fl'oo\14 1a ... the People•, u4 will loMp 1\ 1a 
&11111, •• ,.... •-cc•.W. 

"-rUpl theN le --'ili.Dc W - •• Up\Jiw oc&1• duri~~& tloo ftll r.t ..... ._ 4r1w. 

10'. Oan.l """· 
To-e A Mi-. IM •• 215 ... 1-·-· 
- Y•lr, - Twit. 

IIIII t) JL r a sta, .u . 
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A dve-rtiJing 

Mr. Henry Morgenthau, Jr. 
Secretary of the Treasury 
Treasury Department 
Washington, D. c. 
Wy dear Wr. Morgenthau: 

June 30, 1943 

I don't know whether or not you were able to 
find time to listen to •we the People" this past Sunday, 
but inasmuch as we presented Lord Halifax, I thought 
you might like to see a copy or his script. 

I feel that to a large degree we owe 
Lord Halifax' s acceptance to appear on • we the People" 
to the conversation you held with him before your 
recent trip to Cedar Rapids. 

The statement which Lord Halifax delivered 
to the American people I think you will find a very 
tic ely one which will do a great deal to cement 
British- American relationships. Knowing that you are 
i nterested in the general ai.ms or •we the People" , 
namely to confirm better relations between us and our 
Allies and a better understanding of the war , we hope 
that you will feel fr ee to further the appearance on 
• we t he Peopler of any other leaders, such as Lord 
Halifax, whenever you so desire. 

I hope to have the pleasure of working 
with you again. 

Kindest personal r egards . 

David Levy/Jmp 
Enclosure 
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BOOL'ION ••• 

Ladies and gentlemen, WE 'IRE PIDPIE present the British Ambassador to 

the United States, Lord Halifax, in an exclusive interview. Lord 

Halifax speaks from the British Embassy in Washington. He will be 

interviewed by Leigh White. We take you 001. to Washington. 

WHITE ••• 

I suppose that ' s one of your favorite companions - that handsome 

little dachshund you have, Lord Halifax. Does your dachshund always ,. • 

stay in the study here with you? 

LORD HALIFAX ••• 

Only when my wife is away. Then he spends his time dozing in that 

big arm-chair across the desk from me. He probabl~ hears as many 

secrets as the President' s scot t i e - Falla. 

WHITE ••• 

Well, Lord Halifax, I see we 're on the air now. Ladies am gentlemen, 

we '.re in the beautifully panelled, spacious study of the British 

Aobassador to the United States here in the British Embassy. It' s 

just as you would imagine the friendly living-room of an English 

country home to be - with a great fireplace, books lining the walls, 

and deep red hangings at the windows. From its windows you can 

"' l ook out over the Embassy garden and across the countryside beyond, 

for the Embassy is on the outskirts of Washington. Lord Halifax, 

I know that only r ecently l.lr. Churchill was a visitor here in this 

very study. Can you tell us what form he was in during his visit? 
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LORD HALIFAX • • • 

In grand fom, Ur. White. Be righUy feels that he enjoys from 

the British people greater confidence than any other Prime Uinister 

in our history. Not only Britain, but the whole world, owes him an 

unpayable debt for the courage, tenacity and vision he showed in 

the dark days of 1940 and has been showing ever since. On the 

hucan side, there could be no more genial friend. I like to 

remember how, the other evening, I l ooked down into the Embassy 

garden, and there was the Prime Minister, surrounded by Members of 

both Houses, to whom he was telling stories with great gusto, 

brandishing the usual cigar in one hand and some light refreshment 

in the other. 

WHITE •• • 

In contrast with that wonderful picture one thinks of what kind of 

appearance Hitler must cake these days. Lord Halifax, did you 

ever talk with him? 

LORD HALIFAX • •• 

Yes, I did - at Berchtesgaden in 19.37. 

WHITE • • • 

llhat were your i~ressions of him then? 

LORD H.\LIF AX ••• 

He talked at me, as if I were a party rally. I think Hitler was 

and is a fanatic. Re seemed obsessed with a great sens<J of his 

own mission in the world. He believed he was a man of destiny. 
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l.DRD HALIFAX. • • (OONT1D) 

So he is - but not quite in the sense in which he originally 

meant it. 

WHI'IE ••• 

What do you suppose his feelings are about the talk of impending 

invasion? 

l.DRD HALIFAX •.. 

Yr. White, nothing delights me more than to imagine the contrast in 

his cind and in the German mind between today and three years ago, 

when the Naxis were signing •we Are Saili.ng Against England. • At 

that time they were promised summer holidays in Hastings - since 

then the only German visitor s near Hastings have been occasional 

nuisance bombers. We talk about reciprocal lend-lease; I like 

to think of forthcoming events as "reciprocal invasion." 

WHITE •• • 

Have you anything to say about where that invasion might come, Lord 

Halifax? 

l.DRD HALIFAX • .• 

Mr. V!bite, let' s all of us guess as much and as often as we like 

where the Allies' blow will fall. Because the more v;e guess , the 

mo~e guessing Hitler himself will have to do. And when we hear 

Axis propagandists talk about the fortress of Europe and the 

difficulties of invasion, it is useful to recall this fact. There 

was once a Uaginot Line. 
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WBITE. •• 

As British Ambassador to the United States, vrl'at thought do you 

'I 

feel is most important to express to the millions of people listening 

tonight about the relat ions between your country and ours? 

LORD HALIFAX • •• 

There is one great purpose which I as His Majesty' s Ambassador here 

naturally feel , and which goes for the war, and !or all time 

afterwards. That is the building up of an unlimited understanding 

between your great country and mine. The future of the world is 

going to depend largely on the four great powers and, within that 

quadrilateral, on the close f riendship of the United St ates and the 

British Commonwealth. It is an inescapable law of life t hat, whether 

you are a millionaire or a great nation, you cannot have power 

without responsibility. America has great power; so has the British 

Commonwealth; and it will be for each of our peoples to make up 

their minds how best they can discharge the great re~ponsibility 

which goes with power. 

WHITE ••• 

Lord Halifax, do you feel our nations will be drawn together more 

closely even than they already have been? 

LORD HAUFAX . .. 

Yes, I do. I have had reports of how British and American soldiers 

fighting side by side in North Africa have expressed admiration 

for each other' s ability and this is bound to reflect itself in the 
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LORD HALIFAX ••• (OONT' D) 

feelings of those of us who have stayed home. The other day Drew 

Middleton, the New ~ Times correspondent in Tunisia, remarked ..... ...... 
that your boys now say "we" when speaking of British troops, and 

that' s just the way we all want to think of each other, in the 

fighting line and behind it, now and after the war. I do not 

suppose that all the British and all the Americans are ever going 

to like each other all the time, but I do think that the best 

relations between our peoples will be built on the mutual respect, 

which this war will bring. 

WHITE ••• 

How about lend-lease? Do you think that has helped to strengthen 

the f eeling between our two nations? 

LORD HALIFAX .. . .. 
The British people will always be grateful for the impetus given 

our war effort by having America's gigantic production machine 
' 

behind them. But I am not sure that all Americans know that in 

England we have our own British lend- lease. In one war year alone 

we exported to our allies four times as many aircraft as we 

received from other countries and fifteen times as many t anks. 

WHITE ••• 

Lord Halifax, what would you say was the feeling today of those 

countries who are still neutral? 
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LORD HALIFAX ••• 

I can answer that best in this way, Yr. White. The wind has changed. 

In 1940, most people, outside the British Commonwealth, were 

oonvinced that Genaany would win; later on they came to realize 

that the forces against the Axis could not be beaten. Now I 

believe that everybody feels, the world over , that however long it 

may talce, the war will end with the utter defeat of Genaany, Japan 

and Italy. 

WHITE. •• 

IJ:lrd Halifax, I think Americans know that in addition to your own 

untiring efforts in furthering the accord between your country and 

ours, your personal sacrifice in the loss of your son, Lieutenant 

Peter Wood, at El Alamein last October, is one which you have shared 

with many British and American parents. In the months to come, great 

and heart-breaking sacrifices will be asked of the parents of America -

the people to whom you are t .alking tonight. Have you any words that 

you feel would have a personal meaning for them? 

LORD HALIFAX • •• 

l'lhen we measure ·)U!' cause, with all that it means for the future 

of the world, against our losses, grievous as these must be, we 

can only be proud for our sons and for ourselves. And we can find 

some comfort, surely, in the thought that all those from whom 

much i s asked share the pride and the sorrow together. I would 

like to say this, too. When my youngest son came back badly 
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l.ORD HALIFAX ••• ( CX>NT ' D) · 

wounded from North Africa Ute other day - for he has lost both his 

l egs - it was heartening to find that he - arxl I think he is 

typical - is as much alive as your President or our Prime Minister 

to the necessi~ of keeping t he unity between our two countr ies 

as close in peace as in war . For his is the generation that must 

do this. I do not say that we can easily solve all our major 

problems by cooperation ; but I do say that there will be very few 

that we can solve without it. 

(IJOSIC CURTAIN) 
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JCr clear Jlr. S.OretarT• 

THE WHITE H OUSE 

WASHINGTON 

'1'hrouch yo~~, u SeoretaJT .of the 1'reUW7 1 I -.nt to ooncratulate 
the .&aerican people CD the ~ 1n 'llhioh tllq haYe supported tile -.olun­
'-&17 pqroll M"f1n&8 plm. 

I u prou4 ot the tact tll&t 27,000!~ patriotic Allericana are 
n~cuJ.ar~ imUtin& ..,re than t42Q,OOO,ow a 1100tll to help pq tile 
cost ot the war. Alld ainoe aU ot th1a ~ cOMe ~ •s• aDd 
ealarlee - ~~ 90 percent ~ people eam1ng leu than 15,000, 
and tile lNllc ot it ~ tlloM worlc1ng 1n war plante - I clo oot bed­
'-&te to eq tll&t tile pe;rroll aYinge plan 1e the greeteet aingle 
t..:t.or we nt1fl haft 1n protectin& ourael,... &g&iDet 1ntlational7 

~· 
'1!118 1e a grat record, both troa the etandpoint q. curbing 

intlation an4 ~ the standpoint ot financing ~e war. HaweYer, 
I hearts.l¥ endoree )'OUr present drbo to ial>rove tll&t record, an4 
I agree it anuat be iq>roved it we are to keep pace with the 
1non>&ain8 cleaand8 ot the war. 

I therefore join :rOQ in caU1ng upon the AJierio&n people --
and upon labor i.nd snagemint pert1oularq - to clo atill ..,..,, Addi­
tional peop"le ahould. be convinoed ot the neoeaait;r ot participa~. 
Evel)'on8 now on the pa.yTOll Mvinel plan ehould •te~ increase 
the ._.,t or bond.l he 1e tnqin&. We orig1nal.l¥ ukad tor 10 percent, 
but 11011' w need conaidera~ 80N• 

I bopa avar:r Alleric&n CD a p81l'Oll will f1.cure out tor bimselt 
tile extant to 'llhioh he can ourt.aU hie ependina, anc1 w1ll port. evel)' 
dollar ot additional· Mving tbua l84e into tile pqroU Mrinp plao. 

Sinoereq youre, 

'ftle Honorable, 
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JUl. to .1943 

., ....... S.N\&171 

11M ,_.,. r s zt ' s.. - ..n••"et .. u.. ar .... ,,.._ 
\o ,.._ ... -.1e ., ........ - ....... - et Ua18 _.,. 
\lt.raup t.11a PIIJ'ftlla.ftalll na. a. t • .,., • t, or u.s.._,. 
baft ron• ,.. \o nuo .., n.-w _. "* w 1Mr-• u.. 1a11.o 
fJ'GII Ulo ea1o of .., ....., .,__. tM ~ lePri.Dp Pla traa .. 
r-rom..&\ol.T tll20,ooo,ooo a -\11 w- t600,ooo,ooo a -\11. 

'hi ,..a, \los.. ,oal, 1\ 1o Yitell7 ne_.,. U..\ all~ 
111 Ule .-"T .,.. .. • •r ,..._ ... .U. • -' a\'-1>\ \o 
1•~ b)' $0 pera•t Uleir ,...., rwol'll • ... Jlaood oal.Mo 

'11.\la \lao\ 1a ..... I • 'lll"ltl-c ,_ 111\la a...,._, \Ita\.._,__. 
\lao ie" I of \lao ~ P.......U. ..... iMbt .. - et tllll 
MMJ.\1- of _.,. U.. ..-u. of a ~ ln1Ap n. t.lla\ -

pareo ~Nl>IT wl.\la .... D&\1-.1 ....... ,.,_. 1e- ~· '"WlT ,.U et Jlllrftll. (a. 1a *• 1 •• a t.WW ...,. et u.. PrMi• 
.. , •• :a.\ter...,. ....... u.\)). 

All- on. •• tiall ~ ...... - .... w .... -
U.\o rat.etalt \o pi'WiM •• fM111tL• tar, or \o ..._,, • 
art1e1a\ .....,..., \o -race tMir .... .,.. \o 1&-\ ao _., .; 
peo8111le fra tllolr oura\ ~ 1a 1llr ...... J\ llao ..._ _,. u-
per1-• ., • .. ,,.., ........ Yi ...... ....-u ~.., .... 
• J 'lll~~-1a1aoa_o ........ U.•_.e\UM~ 
\lae ... r •• ..._...._ _, eap'·~· -

ttrroo et u.. ••• nlaMa#p of U.. _,. t1....uc ,...._ 
wl\la U.. ar p .... tla ,...._ I lieU- \Ita\ U.. llaoo1U7 -"' i o-
_,. ,_, n 1 1a ......... MooiW M ..-w ca --'1\la Ula\ 
\lao I b I S.. aloe Mlliac a .... -" 1a \lao ~ of 1llr llaoodo w 
1• -.• ,_ •-.- tM ..,....Uiat ... n.. !llorafon, I -u 
11111 \o •• a U..U.• 1-&6 \o \lao ofA81alo of \lao hi' .,.,.,..., 
1a ...... of UlaN ..,.,.., I.M'-\1-c \loooo Ula\o baton • • J 1 1o 
,....... for • ........ ~ ,....."• -..., Uoa ...,...,. a..n ill op­
... u. a Rllllra.l ,...U a..sa,. n. for U.. oalo of '1&1' .....U • 

'ftlo llano.,.blo, 

'rho S01Nt.&J7 et hi', 

l'ullini\ca1 D. C. 

L 

• ..,. ~:ran. 
(*\r I) II. M ... 

a ·-·· J,. 

File Copies to Thompson, 
copy or ltr . and enclosures 
i n Diary . 
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ICr diU Jlr. SeoNtalT• 

THE WHITE HOUSE 

WASHINGTON 

• 

TllrOUib 7011, u Secret&17 ot tbe 'l'NUIII7, I 'ant to ooacratGlaw 
the Aaerican people on the wq in wbioh tbq ban eupport.d tbe ..olun­
tal)' perroU a'fil1&a plan. 

I u proud ot the tact. tbat. 2?t~.OOO patrictio AMriC&IIII are 
resul&r~ l.meatinc..,... t.ban t42(>,ooo,OOO a 110nth to balp pq the 
coat ot the _,., ADd aince aU ot tb1a ..w, oceee rr.. wgee and 
ealeriee - ~~ 90 percent rr.. people eerniD& la .. t.ban t.s,ooo, 
and tba bQlk ot it rr.. tboee worldnl in wr plant.e - I do DOt belli­
tate to eq tbat the p&71"0ll •nns• plan 1a tbe cr-t.eet. •1ncla 
rector we ,_ ~~a .. in prot.ect.inl ouree1 .... apwt 1ntlat.ion&r7 
81*1cl1nc• 

t!lia 1a a great record, both troa tbe atandpoint. of. oiU'b1ng 
1ntlt.tion and trca tbe et.andpoint. ot tinlnc1nc t~~e war. Honnr, 
I heartil,y endoree JOIU' preaent. clri.ve to ~rove that record, and 
I ap-ee it IIIWit be iaproved it we are to keep pace witb tbe 
ino~in& d8manl:l8 ot tba 'AI'• 

I therefore Join ;rou in oaU1ng upon the AMrioan people - -
and upon labor and ~&nagaeot. part.ioular)¥ - to do et.iU 110re • .f.ddi• 
tional people ehOIIld be ccmvinoed. ot tbe neoeaeity ot part.ioip&Uqr. 
Bveeyone now on tile pa.yroll -~ plan ehOIIld ~&t.eriall¥ Sncreue 
the &IIO\Int of bonde be 1a blqing. we ~ uked tor 10 percent, 
but IIOif 1le need OOIIIide~~ IIOrlo 

I bop& eT81f'7 AMrican 011 a pqroU will t1pre out tor tw.elt 
the cct.ent to 1lh1oh he can curta1l hie l])endiac, and will put fiT81'7 
dollar ot add1 tiOII&l· •Tine tiNa ade into tbe pqroU ea 't'iJ1&a plan. 

Sine~ JOUre, 

t!le Honorable, 

t!le Secretary ot tbe !reUUI7 
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TREASURY DEPARTMENT 

INTER OI"FlCE COMMUNIC ATION 

DAft ollalJ U, lMJ 

Pwo~oll k'l'iJI&I peopl e wo>tl4 like 7011 w lip the attaohe4 :wttue 

to tbt a..Ntartee ot .... IIDil Jla'YJ, aald.llc tb- to Mite papoll 4e4wt1• 

pl&De a put ot the oo..Utiou 11p0D wloiela -'"'1'-11&"7 ~· are.......,. 

I ute4 t f>f' .... nMarela "" pneeat .u.r-11&"7 pllulk, Mil ro.A 

that leu tbaa a ,uan.r ot tile .-ple tUn oaa e.,.al tile J&t1o.l 

anrace. AbO\& a ....,.ter ot t1a1a baft DO pe,roll plaa at all. 'l'lae 

!hie h ""' ftrJ poe!, IIDil we will pro'b&l>l7 baft a jol> Hlli.D& tile 

~ IJIII Ia")' OD pw\tlq tbil e:d:ra laiU'Ille 1D tile wq ot -"!DC tl-clt 

( 

1 
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10 !!188 CIUDWCKJI 

TREASURY DEPARTMENT 

FISCAL SERVICE 

WASHINGTON 

YUllllr. :lel1 1 o qpr ... el, 1 .. PUc \e llo n\ et 
\lie ol\7 f,_ I'IIJ.T 18 \e ...,.., 1. 1a euo \lie looro\aJT 
llllo'all _, w ._., akol\ \!lot follow-'~~~ • Ide uolre 
\e o\u.la\e far :lea& oaloo ..-c Merl- ol\h_. -
ploTOl 117 forelp aboloaa, \ell lUll ._, 1 Mft alruq 
..U plau for feU_.. .-4 lie - 'to aoi!UM ._, 1\ 
..Ul'to ._. 

1f •• p\ a fanre)lo rep1J \e \!lot ... ro\aJT'• lo\\or 
\e loo,.\aJT BoU, !!lu flU\e 'lflU o.-4 Mft \o 7W t4eaUoal 
lo\\41,. .uroo .... \o \M lloMo48 of \M YarlftO abel_.. 1 
lloYO .,,.auot a .,...,. lh\ of \M .,.roo•• la -.reo of 
\llo YarlftO foret.ca lllutoao. 
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87 
TREASURY DEPARTMENT 

INTER. Of'FICE COMMUNICATION 

DATC Jul.)' 16, lMll 

S1or1tal')' llor'•Dtlwl 

Johll J. Lollb ~ 
I h&n 11Dt )'Oilr 1~11tioD8 ID "Oldo.llo-." t1 lo)' Welob ...,. 

1o oD hi• wa:t Weot te •"PPm•• •••• star Par..S. pro<lllOti•u • 

• 

-
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rleat e t 1x ~e up a ~•~orantcs t hr t t oan elm by DOOft 

fhurt 4&r to ' h• Pntleer~' noUtrtna hla wt:at •• haft done vta 

~\r.a 1n N~ t o le"l!IS ' h" haft 1200 alllloa W1'1lb of 

f.'Olt.. t w~n' ~ eer:4 a IOJ'7 ot l' U Mro OorcS.U Jtall. 

t'4 lllte to han rue b)' two o'oloell• the la .. et -

two ~look. 

t Cbtnk we alto ough' " aell the ''•'• De~~~~' 

to ••n4 a ~ablt to ~e Allerltan Mlnlt'er or Allb.alado1'• whlob 

U'tl' t' t•• tn a!ltu, letUftc hla 'IIIIOW. I Ill tO Vllllk ve ouflb' 

\o l e' !. •· ...... teo • 

• 
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Treuury Depart.Mnt 

Olvlelon ot Monetary Beaearch 

89 1 

Date _]~~ ..... !!i.l:t~ ....... 19 
To: Secretary Morgenthau 

Froa: Nr. White 

China 

1. Attached hereto are: 

(a) &le01orandum to the Pre~ldent . 

(b ) Copy of MeMorandum for Secretary H~l 
together with covering l e tter , 
(I had alr eady informed Mr. Serle 
or this matt er by t elephone . ) 

2 . In accordance with your suggestion, I 
have informed Dr. T. v. Soong or this 
matter by telephone . 

~ . With respect to th e AMerican Ambassador 
1n Chungking , I am enclosing copy of Q cable which was sent to Treasury repre­
sentative in China, which cable would 
automatically be brought to the attention 
of the Ambassador , 
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., .... Is ,:'Is 

1 • .,, .... ., ...... tw ,... w-.u... •z-' • 1..,.,., .... ...... l·m.r·-··--­; . - .. , .. ., ..,. ... ., 
.. , •• t ... -.- ., 

• 4IMIII taneeua tss ••·· 
I • ~ r•JMt• a ..., el .-le• ..... 

MJ U.. J.tlt.J. Is ,.:t •• as. -•'- ,., " 
.. II IE ., .......... ,.. ............ ............. 

... •a. 

,..., .. y 0 I' II, Jr . ... ,. .... ., .. ,......, 
.. Ill tWi _, ..... 

..... . 
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File copies ret to White. 
copy ot ltr. and enclosures 
in Diary. 

• • • 

In liW ....... [t, I 
1/.Jb 
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• uoRAIDOll 'PO Till' Plll"Slpflls 

Cll 11117 J.4, 154}. " a•t a •aaa~ M Dro I. lo 1~, Uae 
ClllDUI IUn letU or J'laenM, lat ... lll& •t.a that "'· .,._ftr) •• 

propar e4 1n prlnolpla to •are• to the CIU•a• l'&'lu.aa t t o p\lrolta .. 
U uO a1111on or i old out or tha t-500 a1ll1o."> t l nanalal aid u a MaAa 
or balp!JI& to abeelt l ntlaUon 111 c:Alaa. Dr. lt• IS ••• alae inta._. 
~Aat a roraal Hqsaat au, a r •-aa, MMaaarr ltel'ara •r 4atla1Uw 
4aaleioa 11114 uUoa a...U lla t&llaao 

l'he Cb1n6 •• OO.a-t be a ali'*MJ tlra- oa the ~--J ta Ula 

utant ot $2~ ailJ.loa a11t at tba f5CC atUlon fla•alal al~t- $200 
aUUon baa 'b .. n aat aaYa u ltaalllq tar Clllaaaa 0..•-•t ........ 
1erttt1oatoa aa4 'boa~ ....... $20 alllloc ••• UM let pw-aba .. jjj~l.l., 
oll4 f20 allllon la belli& uaM tor t:ba ..-111tla& at lt..aa'-a •4 tba 

.,..Nbua or ralau .. auart.ala. tba P •"~'-... ot {lal4 wlth ., .wt­

Uonal t2DO allllon wtll - that ill talal tu Cllla .. a •Ill ilua 
uH4 t440 allUoa ... , ot &ba $500 atlllOA tt.n•alal at~. 

l.D tba aaaaap ta Dr. It-a, •• "11 •• la 41aaua1cma wStb tha 

ropreaeataUwaa or tba ~-.. Oowa-t ln Waabi~~&Mtao 1i baa b­
u4a olaar that the TraaaVJ la U<&w.laa&lll& ta tba tallllaaa propaaal 
llaa&IIH tba aa .. ,...., at Cll1aa u- tba ~ tha aala at pl4 to tba 
pllltUc w1U aU 1\a war artort 1t7 balplll& to tl-t latlaUoa _. 
boartllla 1184 tt.t, theratara, tba ~aalal• to paPebaM the 81114 Ia 

prlMrllJ the r .... n albUU7 ot tba ChlaaM Oowa-t. !'u'tb&J'M:'a, 
t.ha CIUa cH bna 'bean lll'&&'o to &1•• aarahl aoaal4arat1oa to it. 
ltut ••ra ot ••111& ttaa &~4, parU&1&larl7 beaauaa at u. IP'Ut aoata, 
.11tt1au1U .. a4 ~ara 111aeraat 111 tha ua ot pl4 •• a ••• ot 
obMk'D& latlaUoa ....,. ••41U•a adatill& ill Clllaa at ,.. .... ,. 
Aa aapealall7 atHaaad tha taat tbat Usa Chlii&N O..e_.t wlll bJ 

t ill a a tap Ita ~1t1a11l& larp •caa&e or r-tca • •••~•· 'lib lab 
co,.14 ba uM 111 till paa&-11ar parl .. to Pal ror t.porte ...... tor 
reaoaatnatlon •• raladUU•tt•• 

lhe ua or pl.f. Hlne aa aoaiaet nlUoa for Usa piU'p&la au 
•arat.~.lr aoaal....._ It . ... ralt Nth b7 u aa4 111 u. CII1M M 
ua••-•' ... , tllle , • .-sq.e fOil' a alllA.& tba s al4 to tba publS. 
woliU Mt Ita taulltla 111 u. ,..._t luteaM. ,..s.-rur be .... • H 
. .. ..J. ..... _...., - ct•a tM pU ....... I laM -•t&r7 ftl .. . 
ab

1
1
1
1
1
a lt te ._, ahtM Uaat tba fl'lM et 6al4 lll t•,.. at ,_ 

• aha•p ,.. .... tlJ> ...s ••at•Uall7 aa ts- ill•• •• 
'lba -.;caaU• ••• lbaHJ' .... -u w &be Cblaaaa rapra-taU••• 

la •••lacM& tlaa& •• pU ••s 1>a aal.d te tt.a pulla 111 Cbl11a 111 
-u ltara at - or two -•• 111 ..... , M raa&b U. wldeat poa­
alltla -u .. et Uta ct.lM• v~lllla &4 nab 'tiara ai .,l> t ba<re •-
•1111' .. ...._ • blab atps • u ••t tt. •nM s tataa arldia or the rs­
nAIIIlal 1114, 1t iba Oe••-t or CblAa ao e11be4. 

s aar etar, or tba ~·••urr 

• . . 
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fet ~ ... 7 ..... ca.s... 
11\1101 ...... ., el .. 11' ... 

~ u •• u. .. u .......... to ""· .... 

1. 1M y_, au -~- -. ~·' or u. a.., 1 

ot ~ .. to ""''"•~~ttll'- IZIO aW• f/1 ..W ,_ * 0. s. "- a; 

a._,. t\lr Mle"' .. .-,as. • a- of ~l"C .. ..,.. 

a. .,. •~"~•-• .._, u. _,_, .urJAlu. 11111 t 0 • • • _, 

in u. - at .. :w u a - at £2 ,.., • " ' 1 ' ~u. sa 

). 8IMe ..,. a.a.a .. ._ __ , f/1 CbSM .._ .. , U. Mle of ..W 

"' *~11lll&Mue_..._. .. .., .. ._ .. w-..-• 
_,. ... ...,., -'*lttr, -. ~ u ,...,..., 111 Jri~ .. ...-

to , ....... a1. 1\ W11l .. --e1'717t of --· f ll' - Tl I ll$ 

._ .... • ftt.-1 .. 01 \ ,._ ,.. lldt10 _, #lllftatttw -.sat• .. ...._ __ ____ 

92 

Regraded Unclassified



JulT 15, 1948 

MJ dear Kr. Pr••ldent: 

Undoubtedlr 7ou wi ll re ... ber 
that when 7ou had Mad ... Chiang 
ltt.i-ebek tor lunch, you uked • 
to ••• Plpreaentatl~•• ot China in 
regard to gh1ng thea u•iltanoe. 
The encloaed ...or.aaua 11 the re­
sult of antral conterenc81 with 
thea, and I under1tand th17 are 
nry pleued. 

The PJonident, 

'l'b• 1h1 te lou•. 

copy or ltr. and 
enclosure 1n Dlary . 
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(lf«MM) . . ....... " · 

S.or •tarJ or u. \'1'0&~ 
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hlJ" 14, 1943 

Too .ktler, Cbnneld"l• China, 

Froa• Secn~t&ey or t.bll TreuUJ7• 

Pleue trm..Ut the !ollow1n& MeNge to Dr. lq, 

1 . Tbe freuiU')' bu C<lllsl.dered the propoul of tbe Gonl'I'IUDt 

of Cbina to purehaae $200 111llion of 10ld troa tbt U. S. Treu1127 

... t of the $500 111llion tl....,eiel aid, 11bicb &old Will bt SeDt to 

Cbina tor ule to the p1bl1c u a M&M ot btlpinl to Cbtelr: 

1Dnat1on. 

2. .. PN- tbat tbt coete, 41ttl.cult1ee abel d&Deerw inbeNilt 

i n the uae of sold •• a •an. or cbeclo:in& the pn~ect iDtlation in 

Cbina ben been ~talc., into coneideration. 

3. Since tbt OoTe......,t ot China .._ tbat tbt eale or sold 

to t.bll public 11111 aid it& •r ettort b7 belpin& to acbien &N•ter 

-t.&r7 et&'bU11;71 t.bll TreuUJ7 ia p Npared in principle to qree 

to it& propoeal, It 11111 bt D-J7, ot ooa ... , for tbt T'ftanJ7 

to b&w a to~ req-t rna ;rou bttoN IIZII7 detl.nitln ~aion 

t.lll action ou be t&DD. 

I SP/eto ?/12/43 
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JUL 15 1943 

II!)' lieu Kr . s-~ 

I.a 0~ 111\h U. t• 'e) tllJWtl- t ., .. 
~- u.~q, 1 ""' a"• 111.~ ~ ••••• , te 
obtaiA \~ U• !lr1tlllh TW• IJ7 \lie 141 ' et U.. 
JtUiab t:o~ \o \loa tttlloooUc 'T' o' ' S. o 

n. l.nl. l.ed :.'-&t.u ...S ..rl.u..b o,...._v III.U -' 
1a w.- lA ,....sL.u.- lll.tt. --eel I\al3.., ll'tlllail u.. al18aa\Lon 0.: \.loa !Nn!en of IIUl\ary o...-.opau"" ­
plllldU .. -. h1 ~r t:o.~ lll.ll . ,...,_ HpG 1 1 1 
,,.p t.\&U...W or ..... -uotw wit!\ I tal.T _. 111.11,, u.r.."t,tt 
cn01 ...s ~'-"1-. 1rM;> ..., e t.ltlr ~ UU.r...t • 
mli'Nft\ _. pii'O~U.,. dnel4poenta. 

n.s.a 10&\tA.r 11M al~ llalll U..1lled 111\b ~>r. l'e1• 
or T'N' ~' a be u t.d.Ur td.\h "' '**~· 
1 ... ..:w ~\e bein;l tod'filed If ;rMU" ·~ • 
- .. pe-.l:.la. 

fte""" 3 b!­• 

, .,,..., \nl,r 7......, 
(lllp .. ) • . v.,...t.&ll, Jr . 

.. • ., at "" , , ··~ 

By Messenger Givens 
File copies ret to 
White ' s office -
c opy in Diary . 
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I!) <*lr ~\Cirl 

Thia 11 \CI aduulolleclp J...,. le"•r at ""1¥ 91 l~elee'•l e 
lo~ter \0 JOil troa lleoa\Cir llcC&I'ftft repJ'i11Ac U.. lend 1QC of 100 
e1111un OliDCM ot eU...,r \0 t.be a...-t et lD41e \e M ret¥fted to 
the . reu1U7 at1.er t.bo war"".., -t•,...,..• IIM1e. 

,.. l •xvlal.Aed 1A t.a. -u.c witll u.. &.u\e .....-••1 su ..... c.­
oHtee, 1~ 1o rq op1Aloa t.be l U.. la..S~l.e& ot Uaie .U'IU' b<&ll.l• 
w lll<l ...,......,_~ or X.Wu wUl be balplul 1.o \be war attor\ of U. 
~lliiAO .a\l.or.. . lncde 1e .,. ~n-• -.roe ot O'III'P" • tor \be tor- .• -
at tuo ~n1 tll<l JaiJ.ooe in \.be Pa&Ul.c ..,_, Lar~ t o nee are -
ew,10CA0d 1n ll~U..o.oo, aDd 1i 18 ¢1.01 lilullT U...t lD41e •Ul ,_ ..._ 
lllo - .or l..oiper\o\A\ e1ll1.&17 epereu-. 11-.r ....,.. ~-. 
n .eyvo1A<;: ne- 17 anould be c!- te .-re too lUll•\ J>OMible 
.~w ... uon or tt• ,_._ ot 1a<t1a 1A t111e -· 

Tho people ot !IIdia ....... boa \l.M s-ri.t.l bee ...,... ... \CI 

boldinll ar\ ot \hal.r unap 111 U.. to111 ot eUYer. l.t ell.,... bo&llloA 
l..o not nel.leble tor t.bi e Jll'l"POH• eU .,.r .,l.e wUl be boarcs.d. .Ureec!,y 
lUi l qwall\1\1 .. ol \lle ole! ei l'fer Npae C4liM Ia.,. been eel\ed dam. 
AA1 oube1.1111\1al Ulcl tu.r\ber riM 1n \be pr1• of .UYer will 1164 te 
tllo w1\ll..lre'Nl uW ~ ot ....a \.he-,..,... •1M wideh ( 
he.,. a auen hi&ber ,..1\ie€ pol.et. ~ \be ole! npee c.tu. 

111 - or U.. l'llJ'&l ..-. or 1Acl1e, u. IIMJ"'I1ec ot .u.,.,. coi&l 
io114 \be .-eq-• ebor\ep be8 nwl\eOI 111 a p.-118 .. ell,.... ee1A 

&llcl hN \e - ate\ ~- \be ....... u .. Md ..n.t.l.q ot crepo. 
u .......... 1 paWc -" en .u.,.,. .. ,u. u lll'flr .. a \0 hoU-ct, 
l.be1•W --.s "baud .. ,..-..;. ....s .~ ~\oal p.-cv · 
\lie\ are ue-W \e e..,.q u.. peeple 164 \1M a,..U. 1e \be Pecil1c 
erou. ~re, \be ~ ot •111, ,_JCI1Ai to 1lle Z.U.. eoo_, llee 1ea eet \M tim-.lv e t -u.. ~ JlllirftlU 
aocl .ilee lecl ._ ~ -. to....., -Jtrere. 1\ 1e IIQ W 
\loa' \Ill eels et eMiu-1 _ _.. et eUwr bollUen \e \be ,..Uo 
wtll help e\ep 11M lleeJooliec el eelft IIDd -... \M bee~ e f .-. 

t\lere 1e ..u.r &.fnt.n uped te \be pro.,1e1• ot eU'"r 
bu.ll101lo ,.. peepl8 et x.i1e ... ~ -1\1 .. .-,ebolo~ioelll 
\0 the pr1ee ot aU wu. A ~ r1a1AI pri• o! ellwr ~ -
\0 111ee e c!e\eriora\Ma Sa \M .-11t.r et 1Dc!1en ...,...CIJ• It \be 

By ~essenger Givens 

POOTO File in Diary . 

Ori o · " ret•d to Vibi.te ' s Otflce 
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I""la:l ,.utlc a'-llll- -""'-- 1a Uoe a t \hew ,......, 
t,M etiec \ •llld llUb lia M ex\~ ......,. 1alle\l..,, wUJI ..tol'l.lil>a .. 
_,1..,._ on ~a\rl&l """' -,.,t-.1\<olrtl pNOIIocUoa .., !.apenu\ n>r 
<l•il 1o04 ..Uholl)' ~Me 1a lDdto oa<l 1a .U.r 1-.,11'1< . ,... ,... .. 
- ll> fordd ""'' \be r lW ill pn.- ill .!.aollo .... ""- M<:elara\all ill 
,.. .. nt ..,,u,a, l a - par\ .:.. 1a Uoe oa..rp .rloe ill \be Pr1• ·~ a l l .,.r. 
It 11 l.bo a , IJ>l or> o l ...,_ f• l 'Uar ol\11 \lao ocn r-a at 1114.La Ulat t:oo 

rlao 1a prl- And \no daw l'l.oreU• 1A \be ~ 11""'\loa •• ba 
n toNII<I OJ \bot toole ot ..Uwr w Uoe .IAcllM ~. 

a a w 1D*'Uon ot U.. !AIIl.M ~ \ w .. u allw r 1Nl4• 
• •<l - e1w l1 tor l..'l. ~ al llal&.U,t • Wuu_,. rlM 1<1 .-.ty 
prlc .. 6U4 l o _..,..,.SA, ... -~ pradiM\ioa ot 114fi'1Cill"-ftl -
l~~out\rW , _., 11o1e - · a .. .,.pluM<~ "' pr.-t.la;: • ,..........._, ...s 
Jl&ll. d,T r 1 .. 1A \.be ,.,.tea at oilw r wl\-t a\ u.. - u.o ~-t.c 
II' .. J>rloe o / • · b wr to ....S0.1~• 1•-...h. Jor .........t ,_,.. 1\ lou "'­
u-.. p<>llq et \he l'1od1aol ~-\ to oala\elol \lloo F l • ol &11..,. \A 
..... la • • • le" l -~~ o!ieq , ., I.A oU..r ~ '""" ot \.:. -:w. 
fM 1•<1-lMelJic ot .u .. r -.J.ll• to lJIIl1a wU1 DG\ 4f.17 ~ po>U q 
o r •latolo\aoc • bJ.c1> pt'ioo tor eil" r 1a llllllo . 

1\ - l u be ;aot ated ..,, U..l \loa ~1-\A,. ot a.ll- .. la<l1a, 
tar t rva 1.109011'1nr \l>o .. d o ,..n u. or a U • r , wlll - 1a11 
·~u- u . :n. .n .. ,. \bat , . 1 ... ~ . .... "" u.. 1ao~1an .......,_, 
a~an "" u\1&,_ 011 .,. ••- tor • - * '" a twr t loo war. 1.r11 alt-ar 
oold 1>7 \l>o l ncllalo -~ will liaw w .,. ~ o t \or t1oo ,...,., 

N o will .. ,.. \o .... ,.u .... a •'~- Ulo w r.\d - d tOr ollwr 
atwr - r \ 1ar f.lotNa\rial _ , ..,. 41ocl\ ION. f ..r\Mr ore, u .. Mla'->ce 
or • IUt)l ,..p.I'G tor all- - \.-.. ;aoullle• or U.o '&a~ t o roo\ a! \.l..,.t 
11-e ocl•ou•l.a.i;•o "' all o1l,.r-pnoa_• <'Uif - ut.ae. 

Tile._....,. ot llld1a, \...,.... 1u ,.,..-wu- 11erw, ha .. 
uda • ..,..,. ,._.'"'~'-at IAe :..,...- or ••'-1"Uii t t.. U<ltU~ 
., ... , at orllftr • o - at ,...._,1.111 a tlo.,.lo,.\1an or u.o IaoU..l 

· - --· 'lila b pa..- or ca1JII\&Jat11i • o \1'1101& ~ 1a la41o 1a \U 
lA••,..t ol ... • r attltn at \bw llft1Mol ... u- Jllpolo • ~co U. -
•l .. J ea \Mt u u - 1NIIllt \a 1•• liMI . u ... r blllltuD to .:...:a , aDiil 
1 - 1"1 1 ¢'• ..... ..U• \e Ulrl I M d ' · · · N..al.n1.8tN\S.... l'.ou 
W\U r ' r lila\ Ulot .....-.1 II I e ol \lla -IlioN oJ U.a !l_,.. 
e~.w '-'' ... • m..., ..,. - ~\ -.. ~tr. " t.etttA1• """ 1 
~ liotara U.. .. ~s..- W. uuar lao\ welt - U..~ ~ •lap 
- • rra\ell 1a \lie l ido& ot U. e l wa-.-. .&. q .,1a1oe oo\.C>iA;; 11> 
a- wr ll'oe.n.•e ~ ..... u • CIIIIACII lft t.lla\ - . 1uo1oe. 

-01\0.:'0~1. ~,. n-.. 
•nita ~ . taL• J ... \0, 
. ..... l:.l.t"-'l, • ~ · 

(B& 1) Jit. " 5 lh 1o Jr. 

s-\ar) at \be ,._,.,. 
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rwsun tV.lRIIIII! 

O!'J'ICI OF !HI SICIIET.ll! 

CO!in OR!tJ.lL I 

I 
llecei...S \bi.l claw .rn.. ~ ,...ral ... ,.,.. 

lllnk of 5n Yolk , f or the eont1<Mnt.1al 1ntor.!. 
U on or tbe SHreta.,- or t.bl ,..,....11171 c .. pUa.. 
U on tor the w.k a..s.l .JI&l;r ? 1 194)1 •bowinc 
dollar diebu-nta out of t.he l!r1 t.1eh a.¢1'1 
and rr~nch account& at the F"ade,..l ltooena lllnk 
of Now Yolk and tha - b7 11b1ch \1:1111 u.­
panditul'll .... n..-...s. 
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nD111AL RESBRR IWIJ: 

ot JIIW YOM 

July u, 1943 

Dear llr. Secretary• Attent.igu Mr. H. D, !bitt 

I • encloa1ng our ccapilation r cr t be week ended 

July 7 1 1943, showing dollar disburoe~Unta out ot the Br:iti ah 

illlpire &td French accounts at thia hank and tho means by which 

thea a expandi turea wre tinanced. 

hithtully you ro, 

/•/ L. w. Knoke 

L. 'f, lncke, 
Yioe Preaideot. 

Tile lkiDorabla Henry llorpotbeu, Jr., 
Secre'-17 ot the Tl'Miury1 
"Juhirwtc, o.c. 
lftOloalU'II 
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( 
PARAPHRASE OF TELEr·IWI RF:Cr;tVED 

f'ii:>M 1 Amer1 oen Emb:> & ~y , Chut:l'kl.nf, Ch1 " " 

t.vrr.:: .July 1 5, 1943 , 1 '0.1'1 . 

'0 , 1 1189 

Thlo is Adler ' s O"ble nn, ·r ~·-l:s9 lfhl.oh I.e " ee crot 
r 'lcl otrl.ctly eonf1dont1~tl liiii &PAg• ror t he Seor.1~.noy or 
.. JO Tre,.. aury only ~ 

i'ro<O n :-el1~bl~ aourc" l lc~rn thll t Dr. l:u:'l~ A:tnounce1 
n • A "'O~'tlnf" O f 11100!\ t ,.ry UX?ft:" t 3 "'h! Ch h e O"lled ye>tter d81 
t•nt t r " CMne~e r e T>resr ntP t l. ve' >t the rtonet,.:-y <U acu!-
• une In •:rahinpton \nfo rmea hlll> 1h"t un t 11 tne " ll1 ed 
C) vcrnTdnta Ar e 1n Ppreement on the r~llow1nr ~1nt~ no 
conference ~<Ul be held ! 

l, 'l'h!l t 1t l 11 vl tn l t~Pt lln 1nt el'n!l t1 onRl l"•mO. 'be 
~n-:;nhli ah r.d l'rl<1 t hPt thn c•on tr!'l)utlon o r tha u. s . to 
"h" r und s hc. 111 c1 be l11'11ted to :"?. er· ":'I b1l.l 1on ; 

2, t'h~tt oontrl.but 1o:• tr the l'und ! hout d be m~>de b,y 
' ·u ry countrr thPt pa r \i1r.1pAte3J 

·'· 'i'h11 t t h e 1nl t1 !L. rt>t or mco~.~"''~ o~tw.,en mell\'bera 
b , nxec! : 

4, That the quota be ~tu b•&l3, nc~ wh~lly but to 
A cortP.1n extent, of the vo tl.nr n.> .. er 

Strong onoo81 t1on .,,.. 11 • :-:preati~d to oui nt :;. a rcur.d 
hloh "'oet or the <11scune1c•• rt t1 c "'' et1nr ccmtered. The 

.. n jorlty N 'e3eut arid thPt t•ntU tOM'-' 1 nt~rnl\l ut,.bl l1 t y, 
b->th 1'1 nl'n C1P.l An a e conorol c, •'t'" ~>eauJ•Pd 1,. ,....,ulCi b~ 1m­
'>Oao1 ble t o de CI1de :-at1<•n:tllY uoon t he Ch1neet! e>.chPnge 
r'te , iiowP.ver , Dr. :lnn11, ~na1sted •h~t Chl. n!< Afree to 1111 
f<>ur no~ nte And ovorro(ln nll cbJ~ r·tl o•1a. He Ar!lued t hst 

t woulll root br. n-pnt'O')r'~n";o 'l'c:r C~i liT< , l>ecPuse l t would 
n.,~ nn~ent ~o no1nt ~. 1;0 11ol (• u:> the eonferene"• 

It w•A Also "f'reed ll t the u;cotlnv th'lt l nst r '-!ct1on s 
':lo pi ver: to the Chlneee aehp tion t o r e '!omrnend t hPt 

108 
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l.y t•<O-th\~d8 ln~tf!nt (If t'1T'C!•"1111TttT'8 Of :'I~ Ul!r~ent 
f t.t c· rold r.o l d t nra of tl'>ll nc.rtel n• t t ona >th1eh hnve 

" "n wl1elly or uP r ttGRl:!.,. c~<·.t.\"' tv thll .:ner.ry be r equired . 

The 
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The fRet th~t the G~n~rPlt aotmo 1a 8tronp,l7 1n fa~or 
or 11 ot r1 nrent forP1f'T' P.x~h,npe contr ol And rore1.f'l\ trade 
t n t he oost->tPr nert od P 8 >rel l r>n pt r.reoen t. w• M 1nd1cl\ted 
t>y llr , Kunr durtng the Murae of tt-e meettnp;. 

ATCI'ESON 
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Nqr TO BE llE- TRAt!SieliTED 

COPY !10. Ll. 

9.f!IL Ho. 2l2 

I_ntormation received up to 7 A, l.,, , 15th July, 194.3. 

1 . AIR OPERATIONS 

f/F,§TERN FRQNl' . 13th/14th, 

~· 812 tons dropped including 10 8 ,000 pound and a fen 
4,000 pound H.E. and 505 tons of inoendiarios . In spite o£ considerable 
cl oud many crews could see the ground marker bombs which had been well placed , 
but rosults cannot yet be estimated in abaoncc ot photographs , J. photographic 
aircraft at about 8 A.lol, following morning however reported heavy SlOloke up 
to 20,000 t eet which alltost bid the town end atretcbed as tar east as he could , • 
seu, llany t ire a were still burning, • 

14th, Following raids on airfields .11¥ U. S , Fortr esses: 

VILLACO!JBLAY. 96 aircraft dropped 198 tons , Excellent 
weather, bombing good, Cloderate ... A. and f'airl,y strong fighter opposition, 
3 11issing, 

LE BQURGET. 55 aircraft dropped 118 t ons , Cl ear weather , 
bocnbing on whol e good, moderate A.A., strong fighter opposition, 4 missing, 

MIIENS. 5.3 aircraft dropped 57 tons, Bombing good , moderate 
A.A . aomo eneCIY fighters , 2 missing, one crew safe , 

Enemy casualties reported : 

Fortresses 
By supporting fighters 

5 f i@hters missing, 

48, .35, 1.3 
6, .3, 5 

Bcauf'ighter and Typhoon bomber s attacked airfields at J.BW:VILLE 
and TRICQUEVILLE, J. trainer Bcaufightor destroyed a German bomber over the 
North Sea . 

~CILY AliD SOITl'HI'!EST ITAL);. On 12th/13th and 13th heavy 
bombers attacked airfields at VIBO VALENTIA, CROTONE, CATANIA, GERBINI and 
TRAPANI, dropping o. totel of about 400 tons, Several aircraft were destroyed 
or damoged on tho ground, 13th, 921 fighter and 141 bomber sorties were 
flown, En~y communications were attacked ond IIUlnY vehicles destroyed . 

crutt. 

Enemy casualties durl.njj these operatioM: 
Allied 

26, 5, 24 
6 missing . 

Jll airfields in SICILY arc now reported clear of eneJIIY air­
Our aircraft arc now operating troa P.I.CHIHO, C<IIIW and LICATA, 
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BTTbe 

SPmiAL CCJ.tlll'I'TE& Cli TREASURI WAR I!OOROI'IING 

Of The 

AllmiCAN BANKERS .t.SSOCIATI CJI 

--····---~--------- ---,·-------------------------------------------------

Aa .-.quested bf :you we have renewed the MI!IOl"alldUll sul:aittad bf 

the Federal Reserve Board, aDd 1n thie coonectim discuesed the JOatter with 

ldr, Eeelos aDd al 8o with llr. Bell , llr . Hue aDd their associates 1n the 

1'!-eooury Depa.rtlllent. The Federal Reserve aDd the TreniiUl'J' both agreed that 

the general present pattern of rates on govel'l'llftent securities should be 

maintained within l imits that, while permitting aotne me.rket fluctuations, 

will not vary up or dO'fl!l to a degree that rill shake the confidence of the 

publ.ie in the general st.obi.Uty of the rate atruoturo . lfith ~ fully 

ogreo, 

federal M gtrq Memnmsh p 

At the present tiJoo the suppq ot ebort-ttma Government securities 

runnin& up to 10 years which ar e po.rticularq suitable tor bank investment 

is not, except in the caee of 90-day billa, eaual to the demand . The BUppq 

o£ 90-d!Ly billa at the pr esent rate of 'J/ 8 of 1%, even with the agreement of 

the Fedol'fll Reserve benks to purchase the" !It this r ate, baa reached the 

antotration point. At th~ present time 1t 1e ohvinua that any incr ease 1n 

tho atlOUnt ot billa outst.end!.ne will find their """1 into the Federal Res01l'V8 

ban'<a . This ll\clc or abort-tom inveatMnte, other than 9()-day billa, suit­

able t or banlc' a invest:.ent, has caueed "'""'Y banko to bu7 lon&- terll governaent 
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oecuriUoe which were designed primal'~ tor other illveatcra and bee put an 

undosl.rable pressure on the whole rate atnlctu:re, tanding to dielocate it 

and to lower the rate on long- term govel'llliiOnt aeourities to a poillt where 

wwstore other than banks will not buy them. 

The Federal Reserve ~Nggeste that no more billa or year certi£1-

c~teo be i ssued , but that illstead 9 IIOlltha bills or certificates, bearing 

112 
2 . 

J/J:/. interest, be issued illto which the present outstanding billa and 1- ;year 

cert!fic~ta• would be retunded as they lllltura and that the Federal Resarn 

btull<s would auee to J'Oll'Chase such ~1100th billa or certificates at 3/4 ot 1$. 

"bile the proposal ot the Federal Reserve S;yetea would teDd to 

alleviate tho present prooeure for short-tum aeouritiee available for bank 

investment, we believe that the same result might be obtAined by not enlarg­

ing tho ""'ount or 9()-da:y bills outstanding untU tho llllU'ket has clearly 

dooonstrn ted 1 to .. but ty to absorb them, nnd inoreiiSinll ths euppl;y of 1-;year 

7/8 certificn tee , and supplying more 1 ltz!. notes having a maturi t;y ot 

5 jGAl'o or lees and ot 2% bonde havina a uturit;y ot 10 :ye.are or less when 

the next oft erG designed prillar~ for banks ere -.de by the Treasury. lie 

believe it better to try this progra11 to seo 1t it would not reoed;y the 

eitu.~Uon rather than at this tille adopt the Federal Reserve Board's INg­

geotion. 

'U this does not rel!led;y the situation, then eome plan slong the 

linns or tho Federal Reoervo should be given oerious consideration. The 

objoctivea of tho Federal Reserve and the TrOlls\U';y are so nearly identical 

th't close cooperation between the two in adopting a c0111:1on objective and 

co.ldng effective a program should bring aucceea. 

In r egard to the spec1£1c queat1ona which are contAined in the 
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..e=orandua aubtitted bJ tbe Under SecretarY and on which "" ""re requested 

to give our reoOOII!Iondations , they are made in the general light cf tbe fore­

going conoluaion. 

THIRD WAR 106!1 

1 . What securities ehould be ln the beaket for each 
ol&oo of investor? 

We recommend tor the basket tbe followinal 

7 /8ft l ;year Certificate a of ll'ldebted.nesa 

~ Bcmd due 10 years callable 8 years 

2 l/2$ Bond due Dee. 15, 1969 callable Dec . 15, 1964 

E, F, and G Savings Bonde 

Present Series C Tax Savings Notes 

Wo rscommend the inclusion of 7/8 one year certificates because we 

believe tha t without them, i t would be difficult and probably impossible to 

get corporate subscriptions to the amount estimated. 

Silllultllneou~ with the &JIIl0Ul)C8118nt of the beaket we think that 

113 

a st&ter:Kint ahould be -.do tbat tbe 7/Sft Certificates of ll'ldebtedness and tho 

~ Benda will be offered to banks ooly not earlier tban October 15 nor later 

than NovOlllber 1 in a a1n1•m SIIOIIDt of 2 1/.Z bWiona, this amount to be in­

creased aa may be needed , of which a subotantial """""t will be of tbe 2l' 

bend a . We believe such an announcement would tend to reduce the pressure 

fret~ banks eealcing to inTeat 8XIlo88 reaervea durinS and immediately after 

tho period of the drin. 

2. Should the t:t.ing of the carporation part of the 
drive be separated troll the individual pe.rt? 

&nanring question two we th1nlc tbt\t tho corporation part of the 

drive ahoul.d not be separate f'rota the indirlclual part • 
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• ? 

Should banks be offered the u.rlcetabla securities 
i ssued 1n the dri ve after the close ot the driw? 

tho third question has been anewerecl in connection with quoatioo 

Should a partial payment system be established for 
the 2-l/21s; for large denomination E bonds? 

Answering the fourth question there should be no partial payment 

plan for the 2 1/Z's particularl:y if G's are offered and we eee no practi-

114 
4. 

cal r.q to provide tor partial payant ot E bonds on account ot edminiatratin 

expense , shortage ot manpower and difticulty ot policing. 

5. Should the Treasur;y and the Federal Reser.... publicl;y 
encour&8e the wi tbdrawa.ls ot bank depoli ts tor the 
purchaos ot war bonds during the drin? 

Answering number five we recOIIIl'lend that that question be l eft 

to the State Clulirmen and their committees acting 1n collaborat ion with the 

bonks and becauee of the varied conditione that prevail throughout the 

country. Thie 1o particularl;y important 1n states where there are llutual 

Savings Banks. 

lNm!Dl FDINiCD«l 

Should a lia1tet1on on bank and other eubeoript1one 
be .. teblished on the August 1 issue; ahould ~ 
ecripticns of $1001 000 be allotted in full with 100 
percent d.own payment required; should thi s otfsring 
be open onl;y to benks1 

We rec0111111and that ) billion of new 7/11/. ]...year Certificates ot 

Indebtedness be issued to take up the certificates maturing August 1, 1943 

and to provide one and one-half billion new IIIDMY• We suggest that holders 

o! maturing certificates be pel'litted to exchlu>s• thea for the new ones, 
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An..,..ring your queatian1 we euggeat that bulk wbecriptione be 

limited to 1~ of capital funds or ~ of deposit., whichever is h16J>er1 

as shom by the last published figurea , except that bulk eubacriptiana up 

to $100,000 be alloted in tull . Aa to aubaoribers other than be.nlcs, we 

tbiok aubacriptiona of $100,000 should be allotted 1n tull and down payment 

of 100% be required and that above $100,000 1~ be required. Subacriptians 

should not be liJDi ted to be.nlca . 

QU()'fAS 

Jlo. 1 - Over-all quotas. 

There should be an overall quota . We hllven ' t sufficient 

information to advise as to the 81110unt1 but it should not be set hl&her than 

you can reasonably expect to att.a1n. It appears to us that the amount of 

7 billion• for individuals is too high. 

tlo. 2 - Should over-all quota be broken down 
by States and other political eub-divisioas? 

We th.ink sta~oto.e should be fixed and tMt IIJV' further 

brulcdown ebould be lett to the State c~ and their c..U.ttees. 

No. 3 - Should 81V' quota or quotas be broken 
dom by types of aecuri ties? 

No. We think iapractical. 

No. 4 - Should the total be broken down by olasses 
of investors? 

We think should be done for benefit of State Chairmen but not 

lll!lde public • 

.No. S - llbat ctuota or ctuotae should be eade 
public? 

Total quota aho'lld be 8liiiOUIICed and an:r other publicity oa 

'lUOtao should be lett to the State Cbairaen. 

" Ued 4 :00 p. a . 7- 16..43 

... 

s. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DAT. July lS, 1943 

11r. oeor&• Haao 

Fred Sll1 th ~ 

Attached io oopy tor the th1r4 ioouo ot t ho W&r P1nanoo bulletin. 

The Sooretart aok.ocl that you take it w!.th you to tho r...,. oo be oan 

chock l t be tore we r;o any turthor. 

It you wUl notice, thoro are ••- ncuroo i n piooo, b&aoc! upon 

tho t26 billion coal tor tho year. It you •han&• tho nr;uroo a.t tho 

to.no, thh 11'111 hu e to be oha.nr;od, 
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Compulsory Lending 

?ew things thD.t mi ght happen can cause us as much trouble 
1n the Third War Loan Drive starting September 9 as the 
uubl1c1tY which ie appearing at t his time about compulsory 
lending. 

Congress having decided that t he re are to be no additional 
levies thi s year, either as addi tional income tax or in the 
rorm ot a refundable tax such as compulsory lendi ng, there is 
nothing t o be gained, and much to be lost, by discussing com-. 
"Ulsory saving and fal ling t o give t he voluntary bond pr ogram 
the support it needs and deserves. Publicity tor the compul sory 
ourchase of War Bonde, while i t will rai se not one doll ar t oward 
the financ tn or the war can -- and l s -- doing great &arm to 
t e program. 

To talk as if compulsory lending could be substitu ted 
for voluntary lending, which i s happening in some places, i s 
to endanger a going concern for one which even i f es t abli shed 
could no t reasonably be expected t o do the Job ws have t o do, 
l f we are to raise t he funds needed t o f i nance the war from 
non- inflationary souroee. No p lan for compulsory lendi ng t hat 
mlght conceivably be adop ted would eli minate the necessit y f or 
a steady and periodica l l y intensive appeal by the Treasur y t o 
1nd1v1dual s to invest in War Bonds -- an appeal tha t mi ght be 
fn•itless in the f ace or compulsory savings. 

By its very nature compulsory lending is forced to 
ooerate l i ke a tax, and because it operatPS like a tax the 
a~unt thAt can be l evied on any income gr oup i s limited by 
the capacity t o pay or those in the group least able, not 
most able, to pay. Our ROal this year i s to r ai se $25 billion 
trc~ the sale or War Bonds to individuals and an estimated 
$14 billion in taxes trom individuals -- $39 billion i n all . 
To obtain $39 billi on through taxes and cocpulsory loans 
present tar. rat es would have t o be multiplied on the average 
Plmo&t three times. What 1s mor e , it would be impossible to 
levy such high r ates in the upper brackets without going over 
100 per cent, with the result that levies i n the lower brackets 
~ould hAve t o be mor e thnn three t i mes present ra tes on the 
average - and ti 1s or course is obviously impractical ..-ben you 
conaidt>r t hnt many people in the l ower brackets still get 
Prt>-war incomes. 
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Whlle a goal or $25 billion in War Bonds tor individuals 
10 19~3 is simply the height of f antasy on a compulsory basis, 
1t 18 sound and sensi ble on a voluntary baa1s. Why? Because 
th~ voluntary method offers a flexibility of adaptation to t he 
individual ' s varyi ng circumstances utterly lacking i n the com­
pulsory method. The voluntary me t hod differentiates bet ween 
the war worker \Vhose income has skyrocketed in recent year s and 
the ~orker on fixed salary whose income has increased l i ttle i t 
at al l; between the individual already burened With r~avy life 
insurance pr emiums and mortgage debt and the i ndivi dual free 
of such cont ractual obl i gations ; between the individual who is 
c. membe r of a fsl:lily of employed •·orltere ell 11 ving under the 
same root and the individual who i s the sole breadwi nner or 
the fami ly. 

In much of the current popular discussion in favor of 
compulsory lending there has been a deplorable tendency to 
i gnore these considerations. It ie our ,)ob to br i ng them to 
the t or e. Only by ao doing can we demonstrate the t there are 
no sl mol P solutions t o comnlex pr obl ems and, more i mpor t antly, 
th•t there is no substitute f or t hP vol untary program. 

A recent Gallup poll indice tee thrt while Sl per cent 
or Aoerioan familie s have nurchased bonds and s t eons "since 
thr Treasur y fi rst began t o iseue th~m sever a l years aye,• 
only 6o per cent ot America 's t omilie s hev~ ~urohased War 
~o~ds or st~~ns a1nce January 1 and t hnt , from t he point of 
vi e• or the Trensu.ry, •he results • may be di sappointing. • 
Whet~Ver the truth Of t he figures , the inpressi on t hey lePVe 
1c f tlse and misleading. Advocates of oompuisicn may t hink 
this i e erist for t hei r mill. We d~n •t . The Sl er cent 
!1 r e i s for t wo enrs · t he 60 ne r cent for mon s - -

a.r Y crmpara e per ods. f a more m one o mer1can 
busineaR men and farmers wr oee source o~ income l e not as 
re 11 l ar as tfid of ss i a ri l'd and worklnp- peopl e , may we i! be 
exl)BC e o pure aee a r on a as noome eoomes ava a e t o 
them l a t er In the yea r . 

In t he flnal anal ysis, the r eal answer t o compulsory 
lendinR will be t he success of the Third W~r Loan drive - ­
so l~ t ' s ~et on with t he Job! 
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TO 

f'AOM 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE ~ 16, 194, 

Tb• seoret&lT •*..S .. to r&Jd b.1a to ... that DO - tax bUl a illtrodl&c..S dar1llc t.be Tb1rd War LoaA Drin, ar at 1eaat DOt Oil 
s.pw.~>er 8, llbiob 1• tbe J)l'MeDt COQCHN10Ml. edl*l•• 

I don't a- what lle 1DteDda to clo U>oolt tbie, aDd rq tlulctiOD 
coaeiet• eobl7 in r-1 .... ,. bJa. I • cla4lT ebar1Jic tbi• tlmct10D 

-~~· ~ 
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ME!.DRANDUL! FOR THE SECRETARY. 

~!ail Report 

r 
> < 

July 16 , 1943 . 

Slogans for the Third War Bond Drive were 
sprinkled thickly through this week's mail, which 
was even heavier than that of last week. A few 
letters la st Saturday, 30 on Wonday, and 15 or 20 
each day thereafter, contained from one to a dozen 
slogans each. The recent announcement of the slogan 
selected bas not deterred those with others to offer. 
One writer amended the adopted slo~an to read : •sack 
the attack with a barra~e of Bonds • Altogether , 
several hundred, incl ud1ng some also working out 
~ester s~gestions i n detail , have gone to the War 
~avings D1vision for acknowledgment and consideration . 

Bonds of smal ler denomination , not redeemable 
until maturity , continue to be suggested as an 
especially appropriate gift while goods are scarce, 
and further irulation is a threat. 

Fewer Bonds were submitted for r edemption, and 
reports of failure to receive interest due on Bonds 
were only a third of the number received last week. 
On the other hand , complaints about delayed delivery 
of Bonds purchased through various bran~bes of the 
War Department jumped from 44 to 72 dunng the past 
week. One letter on the subject, from the Office of 
the Area Engineer, Oakland, California, carried 17 
signatures . A number of the letters spoke of the 
writer ' s complaint as being made on behalf of many 
others in the same group. 

Most of t he correspondence in regard to taxes 
dealt with questions about the withholding tax, or 
personal problems in connection wi th tax payment . 
During the fi rst part of the week the proposed tax 
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Memorandum fo r the Secretary. July 16. 1943. 

on excess profits of individuals threatened to be­
come a general controversy but interest seemed to 
fade quickly, leaving the score even as to pros and 
cons . Aside from the high rates of the withholding 
tax, subjects of complaint included the discontin­
uance of tax notes of low denominations, loo~holes 
open to corporations converting to partnersh1ps, 
and the necessity for notarizing cer tain tax forms. 

Letters dealing with Foreign Fund matters in­
creased considerably dur ing the week . There was a 
slight falling off in the objections to the new 
pennies , while protests about fees charged for cash­
ing Federal checks, or for redeeming Bonds remained 
about as usual. 
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General Comme:n ts 

Dr. Richard Altgenug, Norwood, Mass. Enclosed please 
find check of $10.00 as a small contribut ion for the 
war effort . I shall repeat sending checks to you for 
the same purpose as often as I have the possibility 
to do so . Although we, my wife and myself, are enemy 
aliens , coming almost five years ago to the U.S.A. 
from Germany, we do not feel like enemies of t his 
wonderful countr~, and to tell the truth, we even do 
not fe el like al~ens any more. Being over the draft 
age and not i n the best of health, I can only do a 
little bit tohelp the war effort, such as buying War 
Bonds and helping in the civilian defense , but we feel 
that this isnot enough done for the pr ivilege to be 
able to live in thi s blessed country. ft o * Will you 
therefore please accept this money and may it help to 
speed the victory for the United Nati ons? 

G. 0. Thacher, Corvallis, Mont. I have recently 
learned tll at I have the privilege of contributing to 
the cost of pur chase of war munitions f or my country. 
I therefore take very real pleasure in enclosing ~ 
check to your order for $50 .00, toward s~e, as an 
uncondi tional gift . May i t help lick the Japs~ 

The faithful Melchor Leon is wi th us as usual --With 
reference to your letter i?092, I take the pleasure 
to inclose herewith New York draft in the amount of 
$187.48, equivalent to $909.27 ~exican pesos (at the 
rate of exchange of $4 .85 pesos for $1.00) , to which 
amounted the 25% of all purchases made by American 
cit izens in this store, during the month of June, 1943, 
that is donated to the United States Government f or 
"National Defense", 
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F. G. Davidson, Seattle , Wash. I wish to enter a 
protest, brief so as not to waste yoiD' time, but just 
as seriously felt as if I shoul d write a long letter . 
The protest is about your new penny. There is not a 
week that passes that I can now say I have no loss on 
change . I honestly believe that these errors are r eal 
mistakes due to speed and poor lighting, yet I am out 
just aa definitely as if a "con" man were dipping into 
~small cash each week. ~on•t you ~lease do some­
thing to make the penny readily dist1nguishable f r om 
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a dime ? I 'll gladly use wood or a coin with a hole 
in it - - llhich will stretch the metal supply -- or any •• • 
other material that is for the assistance of our war 
effort. The only request is please do not continue 
our present losses by confusion. 
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Favorable Comments 2!1 Bonds 

Madame Blanche, {Specialist in Wedding Cakes), N.Y.C. 
I have a val uable idea in r egard as to the Bond sell­
ing oampai~ for the month of July . Trying to do ~ 
part in th1s effort I wish to offer you this sug­
gestion - - I will very gladly donate a three tiered 
wedding cake to any bride in any part of the country 
whose family will buy the largest Bond for either the 
month of July or August, and will send it anywhere to 
her in t.he United States in time for her wedding. 

H. Beatrice Logan, Toronto, Canada. A newspaper item 
re your War Savings Staff ' s search for a slogan for 
your Third War Loan Drive stirred a bi t of a whimsy 
within IIJl to offer these in the apiri t of friendli­
ness from one United Nations member to another . 
Should the idea back of any of them appeal, a member 
of your staff could give the necessary "twist" f or 
~ublicity uses . *** With every good wish for success 
1n that Third War Loan Drive. * * * 
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Unfavorable Comments ~ Bonds 

Alfred A. E. Hansen, Attorney & Counselor at Law, 
Detroit1 Mich. This ~orning the writer appeared at 
the U. $ . Post Office Station, Fisher Building, 
Detroit, Michigan, to buy fourteen $100 Defense Bonds 
and was told by Mr . Birch, Acting Station Manager, 
that they could not issue that amount, but that the 
writer would have to obtain them at the YAin Post 
Office (which is about a t wo hours' round trip by 
street car). ***However, when we wanted to invest 
$1,050.00 in Defense Bonds at one time at the Bank, 
we were told tla t we must buy a $1,000 Bond , and they 
refused to sell us any lesser denomination. Not 
succeeding in buying at the Post Office, I put the 
application through the Red Cross Booth in the lobby 
of the Fisher Building, and they were quite happy to 
add as large a purchase as $1,050 .00 to their credit, 
but when the Red Cross applied for them at the Wabeck 
State Bank , the same thing happened over again -- the 
Bank refused to issue less than a $1 ,000 .00 Bond on 
a purchase involving $1 ,050 .00. It appears to me 
tha t the attitude of both the Post Office Station in 
the Fisher Building, and that of the Wabeck State 
Bank is one that would diatourage a great many people 
f rom investing their savings , when the right to choose 
the size ~f Bonds they desire is denied them. 

C. E. Bro~hton , Sheboygan, Wis . (Telegr~) I am 
advised th1s afternoon that upon your order Mr. ~alter 
Kasson becomes the State Chairman of the War Bond 
sales in Wisconsin , replacing myself. This information 
was given to me by Frank J . Kuhl, Collector of Internal 
Revenue, who acted as State Administrator with me . 
This seems a round-about way to replace a Chairman. 
I am very hap~y to have served in that position because 
it was a patr1otic duty, and yet there are some things 
one oannot understand, and this happens to be one of 
them. As a member of the Elks Board of Grand Trustees, 
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I am leaving for Boston. Renee , this telegram rather 
than a letter. I think Wisconsin can be more than 
proud of the record it has made , and I am proud of 
the Conunlttee that I had to serve with me, as Chairman. 
I had every opportunity to bring the radio stations 
and the newspapers into line because that was my forte . 
We have given thousands of dollars of space in my news­
paper, and time over my radio station, for the cause 
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of the Government , but it seems these things don't 
count. With events transpiring as they are , perhaps 
there is no need of tendering my resignation, but in ~ 
order to keep the record straight, I am as of this - ~ 
date resigning as State Chai rman of the Wisconsin War 
Savings Staff. 

Cleve H. Park, San Diego, Calif . In an effort to 
comply with "pressure requests", I was induced to 
agree to deductions from my meager salary for sub­
scriptions to one $18 .75 War Bond ea~h month while 
working for the U. S. Engineers during the time I was 
assigned at the Deming, New Mexico , Air Base last 
year. This was handl ed by the Albuquerque, N. M., 
Office of the U. S. Engineers, and deductions were 
made for June, July, August, and September of 1942. 
When no Bonds were received, I cancel led the obliga­
tion and purchased at the Post Office where I got the 
Bonds on purchase, same as postage stamps, and without 
delay . These Bonds have never been received and I am 
greatly concerned and much disappointed at the care­
less manner in which this matter bas been handled, for 
I have written many letters without results and now am 
de termined to write several more, but not to you un­
less a satisfactory reply is forthcoming. Tnere is 
no sense in this ~elay, and i f you cannot handle this 
kind of transaction -- why don't you let them alone? 
I propose to have these Bonds and am determined to 
write letters to parties there who will look into such 
matters and get them for me.~~* Yours f or better 
aervice and fewer bureaus . 
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Albert A. Fair, President, California Builders Company, 
Inc. , Oakland, Calif. Stories have been passed around 
the Bay Region to the effect that, in a conversation 
between you and a prominent citizen recently, you 
stated to him that i f you bad your way, after the war 
is successfully concluded, you would say to the pur­
chasers and holders of your present Defense Bonds, 
"Thank you very much; ~ou have made a fine contribu­
tion to the war effort • First, le t me say that I am 
sure you have made no such statement; and I am equally 
sure the t you he ve never had any such thought in your 
mind. This does not alter the faot, however, that if 
the story should be passed around quite generally, 
great harm would be done to our war effort . I em there­
fore passing it on to you quickly so that you may take 
any steps you deem necessary to counteract such an 
absurd rumor. 

Arthur H. Jones, Berkeley, Calif . One of the handi­
caps we Democrats will carry in the 1944 campaign 
will be that we will be held acoountable for a jillion 
mistakes being made by round pegs in square holes . * * 
Early i n 1942 I was employed as a Civilian (Civil 
Service) by the U. S. Engineers, Galveston, Texas, 
and was asstgned to Ellington Field . ** *On advice 
from the Galveston Office, Major Olmstead called a 
meeting of the personnel (oi vilian employees), out­
lining to us the advisability of all employees to buy 
Victory Bonds. We responded to his o~fer to collec~ 
on the salary deduction plan, he orom1sing that del1very 
would be made as Bonds were paid ror . I signed up ~e­
cause I have conf idence in our Government, our Pres1dent, 
our Secretary of the Treasury. * * * I worked for $600 
a year less than I was offered in nonessential war work. 
Af ter I had paid for five $25 Bonds and didn ' t ge t any 
of them, and after getting three letters stating I 
should buy more Bonds , that those already paid for 
would be delivered soon -- I became discouraged and put 
a "atop" on my deduction plan, and thereupon started 
buying for cash from my bank -- which seems to be able 
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to deliver What they coll ect for . Well, ~ dear Mr. 
Sect•etary, when I left Ellington Fiela on June 15, 
1943 , I could get no authentic information on ey 
Bonds . Many rumors exist there , all the way from the 
story that the~ are stored in Ft. Knox , to the story 
that they are frozen" for the duration as a guar antee 
for payment of income taxes . In response to a letter . 
I wrote I am informed the whole matter is in the hands 
of the Commanding Centralized Field Offices , F. D. 366 
West Adams Street, Chicago, where a force of 2,500 
oeople have been employed ~ .,** I wonder , Mr . Secretary, 
if this thing has worked out this way: that I worked 
for the Government for $600 less than I could have 
earned; that t his $600 yearly helped sup~ort a Govern­
ment Agency; that I paid income taxes wh1ch also helped 
support the Government Agency; that I paid cash in 
advance for Victory Bonds to support the Agency still 
further · and now the Agency tells me they have passed 
the matter along to a new Agency which has been set up? 
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Unfavorable Comments on Taxation 

John P. Gaty, Vice President-General Manager, Beech 
Aircraft Corporation, Wichita, Kan. ~ * * The Manage­
ment of this corporation is very proud of its record 
of its cooperation wi th the Treasury to further the 
sale of War Bonds to its employees . ***This amounts 
to an average of almost $730.00 per employee, which 
we consider to be an outstanding record. However, 
our employees are quite disturbed about recent actions 
of the Treasury and the vacillating policy of the 
Treasury agents upon two occasions. There is a con­
siderable amount of talk of cancellation of payroll 
deduction authoritations , and of other acts of 
reprisal by our employees. * * • The first action 
which they re sent 1s that taken in January to make 
a deduct ion of 5% Victory Tax from their efficiency 
incentive payment that month, after advices previously 
were received f rom the Treasury Department that no 
such deduction would be made . The second is the recent 
reversal of the Treasury's ruling that payments of 
wages made after July 1 for the periods prior to 
July 1 would not be subject to the 20% deduction. In 
both cases, the employees were interested in these 
matters and at their behest we obtained advice from 
the local office of the Treasury and submitted this 
information to the employees through the medium of 
our open house organ. On both occasions, later rul­
ings of the Treasury reversed the decisions to the 
diaadvantage of the emoloyees. Therefore, our em­
ployees feel that the Treasury Department makes up 
its own rules as it goes along, in accordance with 
its own advantage, and that it is not proceeding in 
accordance with law. They feel that no law can be so 
loosely written that you can say one thing one day 
and exactly reverse yourself the next day. ~ ~ * 
It i8 our opinion that the Treasury would gain i f they 
adopted the most consistent attitude possible ana 
ref rained from these disturbing reversals of policy. 
* • • 
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}l.rs. John C. Duane, Brooklyn, New York. When I filed 
my income tax in March this year , I sent a letter 
with same stating ~ inability to pay~ tax. Reason 
being that I had to leave ~ position last November 
to stay at home to take care of ~ small daughter. 
• IH> In previous years I have always paid ~ tax out 
of my income . I have no resources to meet $389.42 
as tax on the $2, 255.00 I earned in the first 11 
months of 1942. Isn't there some way this amount of 
tax could be charged to me to be paid when and if 
I were able to be employed again -- that is, without 
interest piling up into a stupendous . sum? My husband 
merely bas his income as a New York City policeman, 
so it is impos sible for him to help me. 11 * * I have 
received several communications from the Collector of 
Internal Revenue , m d have replied to the sB.IUe each 
time . Today I received a notice and demand for ~ tax. 
It is impossibl e to get blood out of a stone , and 
I have no money . I'm certain I'm not the only American 
in some such position -- isn't there some provision for 
us? I 'm not attempting to evade my tax. If I bad had 
the money, it would have been paid . 

William G. Thumm, Jr ., Certi fied Public Accountant, 
Baltimore, Md . I understand from the local branch of 
the Federal Reserve Bank that the sale of Tax Notes in 
denominations of less than $1 ,000 has been discontinued. 
To individuals like ~self, who sre not subject to with­
holding, this is a decided hardship. I could, of 
course , put so much aside every month to take care of 
my income taxes; but I am sure you understand human 
nature well enough to know that this doesn't work. 
Therefore , the only thing I see to do is to buy War 
Bonds monthly, and then cash them in when the· time 
comes to pay~ income taxes. I am sure that sufficient 
consideration was not giv~n to those who are in~ 
position (and there must be thousands of us) by those 
who ware responsible for the discontinuance of the sale 
of the small denomination Tax Notes , and I trust some­
thing will be done to aid us in meeting our obligations 
to the Govemment. 
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C. Harrison Mann, Jacksonville, Fla. I have been 
most interested for some time in the brilliant 
literature issued from your office -- now I feel it 
would be unfair if I failed to compliment you on the 
last paragraph of page 10, of your lat est issue, 
under the title, "Collection of Income Tax at Source 
on Wages", as follows: (Quotes above-mentioned para­
graph. ) Certainly this is a masterpiece that will 
live forever . The composer should take his place in 
our Hall of Fame -- and his glorious achievement 
heralded f rom the housetops of America. * * * Fearful 
that this marTelous composition escape the attention 
of the literary world, I am taking the liberty of send­
ing a copy of this letter to the Honorable Senator 
George, Chairman of the Senate Finance Committee , our 
local Collector of Internal Revenue , and "Time•. * * * 

John J. Kessel, Miami , Fla. You will probably never 
see this because you are either too busy, or some 
secretary will throw it in the waste basket f or you, 
but I'd like to "get it off my chest", and put in~ 
two cents. I have just finished trying to get some­
thing out of the pay- as-you-go tax plan as furni shed 
by~ employer. If you know what it's all about 
please tell me . Don't keep it a secret . I don•! know 
where I stand. I don't mind paying taxes. I 'm glad 
I live in a country where I can pay them. Glad that 
I don 't live somewhere where they just take all your 
money. Here ' s ~at I'm griping about -- why make it 
so complicated? * * * Why make a lot of bookkeepers 
out of us? I should have said chiselers . You know 
damn well a lot of income tax reports show a lot of 
money given to churches and charities which stayed 
right In the taxpayers' pockets. I can't see how such 
loopholes should be allowed . Maybe a straight 20% in­
come tax (less exemptions of course) would hi t the 
little fellow too hard or the big fellow not hard 
enough. Well, why not'get more out of the big fellow? 
Sock him for 30 40 50%, or whatever you need. He ' ll 
get along. Maybe I 1 didn't make any sense in this 
letter but I feel better. 
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Albert I . Stix, Jr . , Life Insurance Estates, St. Loui s , 
Mo . !.!any corporati ons are interested at the present 
time in providing Pension Plans for their employees. 
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A ereat many of these companies have fis cal years 
ending in the middle of the calendar year , and they 
would like to complete these Plans bef~re their fiscal 
year ends . However, since the regulations with respect 
to the 1942 tax law have never been issued, they do not 
feel justified in going ahead with these Pension Plans, 
since the penalties for violating the wage regulations 
are very severe . It has now been seven months since .• 
the last Revenue Act was passed, and it woulC. seem •, 
reasonable to suppose that the regulations concerning 
it shoulc be published by now. Anything you can do to 
expedite this matter will be of great assistance to 
both employers and employees. * * * 
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JULY 16, 1943 

STA TE!$NT BY THE PRESIDEIJT 

I have today signed House Joint Resolution No. 147, 
which continues the Commod~ty Credit Corporation. 

The bill includes an a!l'.endment to the EJr.ersency Pri ce 
Control Act of 191,~ which vrohibits tho use or uade labeling 
to infor111 consUlters and which r estricts the use of standards in 
c;lltiltum price r esula tions . 

The languaflll in tho bUl relating to standards is 
so ad:iguou:; that misconceptions have alrea<l;r arisen as to its 
effect . The .. .attars involved are or the utmost wblic c!)llcern . 
The legislation was adopted art.cr only fr&CJ!.entary l!ebate . In 
view of the uncertainty created, I foe l it necest~r:r to state 
·~ own understanding of the &.m~.ndment, e.e dra~n from the ex­
pressed intent of its sponsors . 

The language of the bill appropr'l&tin~ funds for 
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the Office of Price Administration wO$ const.rued as prol1ibiting 
the hdminiatrator from ~king use of 'stand~rdc ~~any cas~ re­
gardless of hO'H essential t hey wor o to pric« control unless 
such standards had been previously eotalilisMd by industry 
acceptance or by Bovornment action. Such a construction would 
cripple price control because trade standards ore frequently 
lacking or' c.s in the case or t he uades or moots ' incompletel,y ~ 
utsbltshed. 

I ac satisfied this bill has no such uanin-;. It 
wu trescnt ed to the Senate and !louso t o avoid the consequences 
t.toat t:oulo have followed the adoption of tho lttnguatc in the 
approprwticn bill . Senator Tlll't, ><ho sponsored t r.e langua,.e 
in the ap,Jl'opriation bill and t oo "odifiect ion in t his bill, 
stated &xpros&ly that th~ modification preserved power in the 
Adr.>1.11ietrator to "standar dize" & commodity in any case in "hich 
this was "abs~lut.oly eosenti&l to on ufl'• ctive syster.> of fiX­
ing pricaeu. Tt'K.. •! assure.ncCIS uro in accord with th.J purpose 
and the t er mo of th.e compromi so o,.,..ndttont and must be tnktn ss 
controlling. It iG with this und~rat~~ndlng th~t 1 have signed 
tho bill . 
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TREASURY DEPARTMENT 

I NTER OF FICE COMMU N ICATION 

DATE 

Jul ; 16 , 1943 

Ir ;en lte.v~ an oppo!'tuP.it;· be tl·secn no11 an<l ;,rour 
.:_,., Jnte ~:ith Lr . l:cConnell next T ••·Jda~· , : think 

, ' . t L.> r~a :l t:.e at lached :te::tornnd~:::: w1. >h he pre­
.. ~ ' e i7ECk!i a.;o . 

..... ~ o .will see, :t .al:e: ... :=out ia .. trt ... tir...., su~vestion: 
~· ,. '• , 'l to '::fi;{S 0~ ke~p~nu thP. , •t.C o;e after the te!'!Ji n!l.-
~i. ~~ •t•ost:tl ho~tillties . I r: ..,er.ersl , L.cCoMtll believes 

•l t~· t~l:ln~ ll\'lll;' Ger:tan;r ' s facilitic~ for the I!'Ouuct i on 
of s •. t.,.t:c u!lsoline and nitro.;en, an• hy proh:u: tin;; 
i' "!'0'l acce~ .. :•tlatin.; stockpil es 01' raw r.vJ.t~r iels essential 
' (. !' t'w .ro~ecJtion of a ;:ar , vse >~ill render GerMany 
i :vlcut. , mili tA.r lly speakin:; , r e..;ard1e~s of V/l,At the IVill 
of lhc rt•>r•h in t he countr·y nay be . 

I rcoll:c that this i s a far cr~ "ror.t the post ff£\1' 
, •,bl ~ •:t~L 'tnvE: been c:mcernin_; "OU, but it will ~ive 
; ct; "' u LJ,ir.:; of a ~lant on the n~/ !.cConnell hao been 
l . . , . ,_ .1r"" . 

.. . . t . . t 11 " t . 1" d .... e ' ... .o: .. u. 'O'J . 1 ~n ca a raw _a er l& ::-an, en 
..-licYt .. '.'~ .. -.~ ... i;cerelS t!-.o.t control of ra~ Rtt:ria.ls : s t:. '·. to o l•.tln peaco; . Hi.s .. :aol•. l.oa~:.9r~.tr." ~.t s :.e1~~.: 

' !' 1 • t · "~ · · · ' o " - · ~ 1" ~n · .,eer b" ... J.~ . H- 1.,. as ou t.ll r., u •. ,J, .• ~·_. v o"'·· - , • . l b ' • l ' . t'" .·· .. e .. ..... o.J ; .a~ een, ov~r tl.C;: ~'t"r~ , vt.t.r./ a~ J.Ve .-n .. e 
e\··l:l~ ont of oil prop~r ties ; ple.yen an l ~ orhnt pe.l't, at 

~·. o" t:,~ last VIlli' in -et Lin · out of ,er ~an~ the . . 1 . • ... v • p t' " · ·.,Ill ;a 1n"ot•:ra tion which formed tl•c bRsl~ .or n~ ~ermao 
.ntl elic niiro·en i m1ustr ·· d11r i n • t'lC last \'lar·; was one of 

• .., " ''0 k ' 1 i " t t . a ./ '"'t'. ?" ~n:,:ineers who ut·ee<l ihc s l oe .pl n_ o7 s _ra;;e -C 
" :r J."' ~~ 1 mn ter ial s e.s lon · a ·o a..; 1 .,35 ; an•.1 J.!l t. e cat•ly 
•. ~ o·· _-p; 1·~ .. one ol' tL.o:;e ~i1o"tool. t\tu haJ in ~r:; in..; t :1rt 
" •-,.lle .. o..: ~t!'ete •: c e.n1 cl'iticrl L'<ttrial $, .. ucc a. 

~ r , : "r.int. , ;.nrtz cr~·:~tcL , an· t'th l;h , b~ built up . 

' ' 
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June ::!5 , 1943 

T'lt: fir st interest of Americans today is in a victory 

n. ~ 10\ll~ to the end of establishin~ and maintaining a l asting 

•(ace . .e do not r1ant an a rnistlce or a peace as reen:ent r:h ich 

.r ' esi.;r.cJ for any other purpose tho.n a laslinz r eace on earth . 

clo not is' to reap vengeance on the ()erinan ~eople . ·:,e do 

• , nt to restrict or interfere •ith the l i ves of ()er=an 

o:le exce~t to rreclude in so far as rossible their atility 

tc sl ~trt anothe r l"ar . · .. e are honestly 'anxious to establish 

vorld conditions w'•ich \'"ill effectivelJ rwevont another war , 

r i :li Its little disturbance to Gcr mm econony and the Ger!J8.n ' s 

I.J , of lifo ns ;:>ossible . 

The technicians :md the industrialists 1:~o !reoiV 

•:. re'!uiret.wnts of :'lodern \Tar in eosent:-.1 ra1·. 11 ter:als em 

. int out procedure 11bich ':':ill prevent Jer':lll.'!S ~ro_ e'lu::ri:'!g 

:or nar for cener ations , but such rrocedure must be practical 

to admini strate . To initiate m d firmly ech'tlish the systeo 

of ndoinistra tine , it wi ll be neceaaar;,' to extend the arrus· 

tice r~riod over a l ong enough period of years to firmly estab­

lich the succeeding civilian adninistro.tion . There will a l W&.!'S . . 
Q• _r ··~ o.an:er of eventually relaxin.:; cor.trol wen:;ures as 

... . ... 
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·•cars " 0 by. The more fil'lllly any cont rol is established during • v 

the aro<lstlce ;>er iod the l onger thai control IV i ll function . 

~:,ercfol'C , lhe loneer the ar:il.istice period , within r eason , the 

lon;;>~· t' P nuccecdi ne peace :·rill last . The !'erqui s iteof a 

l• rt ' .. : :'cace is t he acceptance of the concert of a lon:; arDis-.. 
~ l!u .. il• l~on o! ti:e essentiol ra>? r..alerials for nar leads 

to :.:.c lnesca;>able conclusion ~t th~:re are several naterials 

111t:,out t.r•!' one of rftich a successful rrar coul d not be 1;a:;ed. 

If such .. .ateri als do not ·occur in Lhe natural state Nilhir. the 

\l.rl'ltot·i·ll limits of a country , ihn.i count1·y io start a nar 

~:· "lt:.cr \1) conquer a country at Lhc outoct that does have 

~:.o e~se:1' ial '1n Lerial or (2) '1tlnufactur• t:.;at material s~'llthctic ­

:':· or en i;-~ort a stoc!:pile in ;:>eacetincs su!'ficier:t to l ast 

:,r •:.. i:.uration of the l'lar . 

"'he outstanding example perb\inin& to :ternany , of course , 

is oil. It is essent i alln l ar:;e quant iti es . Jer ~nl has 

,raciically no production and there i s very little a.vailaole i n 

ll of ,:ur·ope . Further , it is essential in such l arr;e quantities 

" 1t it Clil!'!Ot be s tockpiled i n sur£iclont quantiti es to meet 

·r re •' ire:-:enls . S;'llt het i c oil an<l :"solir.e is ::rolluced fro11. 

" l · ",r 'Ill~' b 'luantities suffic:er~ to ~u:-::-lcDcnt the 
.. ., l . 1 

• 1\'C ~· s :n.ll su~~lv obtained :ro . . . the :.cr:a!lia!'! oil f~eld' . 

~· .. • 
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';'he s;,'l\tl.etic rroduct is of poor quality, it is expens ive to 

~~·c lnce and rc , uires large and com plica ted chemical plants . 

~~1thcLic casoline of an inferior quality costs Germany 

e.loul four times as much as the superior casoline costs the 

;l ~ ies r.ho have access to the v.orld's oil fields . Hor~ever , 

,.i ~:~out t.~c exictence of these non-cow. .ercial :icrr..an SJ!Ithetic 

)l::c:ine !'lnnts to au,""!:ent the oea:;cr ;:roduction fron ;...w.ania , 

ieruan;· .. aul d ll!lve been defeated in 1940 . 

';'hc~e J)lnnts are rJar plants built for Villi' :;:'UI'JlOSCS , ~er­

"lil!l subrorincs, airplanes , tanks , trucks and guns l'oQUld be 

useleos dlhout :;asoline and oil . It is inconceivable that 

t:1e next \llied peace conunission l'lill allow ouch plants to 

re :ain . ~hc;r shoul d be dismantled and removed out of reach 

o~ the ';cr~.9.n ::;overrur.ent . .Uso the plant& l<hicl. a re necessar; 

to ake the equipment required by a Sj'l\t!.etic ;:;asoline :>lant 

s:.ould be restricted in their e1uipoent m d ore rations so that 

even after restrictions are relaxed after a long term of peace 

years , it would s till require several years to reinstall 

t asoline plants in Germany. 
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7he ~er~~ns can sust ain'the operat ions of ouch uneconomical 

:•coline !ll'oductlon only throu:;h ::;o•tern; .cnt subsidy. Si thcr 

l: O:i:-ect . u:..sid~' or through exorbitant tariffs on inports of 

• •11' • '1 I"YL • (" r\1 . ·u'sl",-1-. :.xce~_t • •. c .n. 01 • .uere J.S no :;>ur:-ose o. . c .1 ~ • ~. ~ • 
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a r;ar purrose . The German people pay f or such subsidy either 

in t axco or in higher prices for gas oline and oil. The elimi­

nation of such a burden on the Gel'11\f\n peopl o woul d benefit the 

nat ional econonzy- and rais.e the ~erwn ctando.rd of living . So 

138 

~!.~t tr.is es sent i al 11ar preventative measure is an ac t ual mater ial 

lenefit to the Gcr DAn reo~le . 

;:o Lie crc.:it r.a;r be a;>:-lied to-..ard 3l\other nar preven­

t :on .. casure -- the r e:noval of all i:I TRCGEI; fixat i on plants 

fron t!,e continent of Europe . llo nation could now conduct a 

l &l'.::e scnl e war l'li thout using a l aree tonnaee of atmospher ic 

fixed niiroe;en, even t hough she coul d impo1•t ni tro. t es freely . 

~he enti r e produc t ion of all Chile ' s capacity i n natural ni­

tra tes l;ould not suppl y one half German~" s ~re sen t 11artir:e 

re:uirnents. l:itrogen in one cocbinati on or another is t he 

essential base for practically al l oodern expl osives and 

' ropellants. There are only tlTo na;:s to got it -- fron the 

r.dnes in Chile or by fixati on of t he ni t r ogen in the air. I n 

1914 Germany prefected efficient and economic& processes of 

nit rocon f i xation by combinine nitrogen with hydro3en at very 

lu~h ?rcssur es to form ammonia which i s easy to convert into 

~ . r. ~ . ' cun cot ton , nitrocellulose 8lld all propellants and 

~x.lt=i~e~ . lli : h pressures and heavy equl~oent ar e essential 

to h ~1:1c ;-uses 3.t hi ,.h .,ressures . ibis re~uires hee·;:· for:; in:;s 
v ... • 
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of ~:oc i~l steels . The sane pl ants that make the equipment for 

the nitro~en plants can make the big guns and heavy plate for 

the arrr~· . 

:ixcd nltrocen is a lso universally uGed in peace times for 

fertilizer and rr.ar;r other uses . For many purposes and in m111y 

~1~cc s the artificial atmospheric nitrogen rrAy be r roduced at 

cuch lo11er costs than the natural Ghilean nitrat e can be ioported . 

;1-. fhation ~lants are complicated to build Lut require but 

little l ntor or po11er to operate . The dismantled German plants 

could bo rendily moved to Allied countries and their production 

solr1 compc titi vely to fulfill German peacetime requirements . 

·:,bile a fo11 hundr ed •}erma.n opcrn tors and technicians \':auld 

e t:ll'o.m out of work and be re 'luircd to tind &i::lilar occupa-
~ 

~:c:.:l in other plants , sucha disturbance r ould effect only a 

:raction of one percent of German econony and ' to the German 

~eo;:>le r1ould be out«eighted llll\n;{ times by the advanta:;es ;;::.ined 

throU&h cheaper gasoline and oil. The fact that ocean freight 

:rom the ',/estern hemisphere or Asia may increase by 10% or 20:: , 

the cost of fixed nit rogen to Germany may be offset every year 

l7 one day of war. 

i'i1e third freedom f r om t hreat of war is the prohibition of 

E~ocE.· illn: of C:lterials beyond normal efficient peacetime re-

:::Ver" industrialist knor~6 the unnecessary burden of • 

... -
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cur;:in::; oxcc3sive inventories . Larce inventories and slow turn 

over i ncreases costs of production, increases the haz~trd of pr ice 

fluctualions and is in every way. an uneconomi cal policy 17hich 

' % been resorted to by the central powers for war purposes . 

In t i~es of peace the Germans, Japanese, and the Italians 

!.a,e 'lc··u: ul. ted L!!nense stock;iles of cssenUal war r av: ca-

' · i .1. . itr L'IJ' 11aJe~ · ;orld ar ::o. 1 on stock ::iles . ' !len 

tl.e :lGc'. ile:; '•7ere e:dtnusted the war 1'1!18 ended . -·orld ··:ar i:o . 

~ is bcin..; !oa:;hl by Ger many on her stockpiles accumulated in 

'he IJdl•tlas . •:,hen they are exhausted this war r:ill be O'ler . 

A partial list of important rnvt materials of which Germany 

rc:ui ros lnr~c ~uantities in stockpiles before startin~ a war 

~ · 11 include iron and steel , scrap iron , copper , nickel, mica, 

':~ , sulphur, tunzs ten or mol~num, ~anese , :>latin=, 

tauxite , antimony, quartz, crystals , chromite , diw=onds , graphite , 

l ead, IDPrcury and vanadium. 

~ermany , Italy and Japan are "Have not" nations in the 

sense lhey do not have withi n their own terrilories a great 

l.lt<jority of the minerals and materials essential for the con­

iuct of vto.r . 

~oatrol o£ t he Allied sea power of the sea trans~ort and 

: ~ort ¥f thoGe minerals and ;r.D. terials al;o•1e :-ea.cetbc re'!uire:::ents 

•• 
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rould not be complicated or expensive . 
(sic from] 

In rcsu.11e lhe four requirements for freedom/£ or future wars 

1. k long armis tice. 

2. 

3 . 

4. 

Dismantle and remove s~~thetlc ~~so­
line pl ants 1:h ich woulo. reduce tne 
cost of gasolln~ to Gerpany from ~1 
to 20i 

)ismantl e and remove synthetic nitro­
::;en nlants l'.hich will increase the 
cost"of fertilizer to Germans l Q; to 
20 .. "; . 

Prohibi tion of excessive stockpiles of 
certain r aw mt!terl al s which r1ill lower 
the cost of production of ma:1y products . 
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TREASURY DEPARTMENT 
t 

INTI!R OFFICE COMMUNICATION 

DATE JUly 16, 1943 

Secretary Morgenthau 

Re.ndolph Paul 

Effect on Foreign Funds Control of 
President's Order Settling Wallace-Jones Dispute 

Foreign Funds Control is not directly affected by the 
Executive Order of July 15, 1943. The Order contains no 
reference to either the Treasury Depe.rt~ent or Foreign 
Funds Control. It relates prine.rily to defining the 
respective functions and responsibilities of the Board of 
Economic Warfare (now Of fice of Economic \'/arfe.re), the 
Reconstruction Finance Corporation (and its subordinate 
agenoies), Office of War Mobilization and State Department 
in the field of foreign economic matters. 

The Order does affect the Tr easury (and Foreign Funds 
Control) in the following respects : 

(1) 

(2) 

It abolishes the Board of Economic Warfare 
on which you were a member and makes Leo 
Crowl ey the Director of the Office of 
Economic Warfare with the powers formerly 
vested in the Board. 

It gives Leo Crowley control of the Export 
Import Bank (Harr1 W'.li. te is a member of the 
Board of Trustees), with the power to 
reconstitute such board. 

(3) It provides in section (4) : 

"'fhe functions of the Office of War 
Mobilizat1on sfitfl t:fiude Ifie author1t y 
to arrfi§e for e icat on and co-
ordlnaTon of thi activities of the 
Federal GOvernment rel ahng to 1oreign 

.... 
• 
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Under this provision it is at least theoreticallt 
possible for the Office of War Yobil1zat1on, w1t 
the approval of State, to arrange for the 
unification of Foreign Funds Control with the 
Office of Economic Warfare or to arbitrate 
policy disputes between such agencies . In the 
same sense, however , the Office of War Mobil iza­
tion has the theoret ical powers over all of 
Treasury's functions in the foreign economic 
field . 

Of course, the implications of the Order !DAy be much 
broader. For example: 

(1) 

(2) 

Crowley could say that both Foreign Funds 
and the Office of the Alien Property 
CUll to dian should be made a part of the 
Office of Economic Warfare and push for a 
new Executive Order to such effect. On the 
other hand he may find himaelf so absorbed 
in his new responsibilities that the 
Foreign Funds Control-Alien Property 
Custodian friction will disappear. 

Crowl ey may very well play the State Department 
Uno against Treasury. There has been ~ecent 
indications of this and the Order oerta1nly 
reflects t1lat posaibili ty • · 
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Crowley, through the Office of Economic 
Warfare, will now be in on the reoccupation 
program and this may have repercussions on 
the cooperative attitude toward Tr easurr 
which BEW has in t he past evinced in this 
field . 

Crowley no doubt will went a larger voice 
in the fi eld of post-war planning in the 
foreign economic · ld. 
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lAJ!Ali!JAAI or 'PIP"" am 

'1'01 Aetl'l ... wbaoq, Ob~&~~~lr.ifl«, Cb1na. 

DATil JlllJ' 111, a411, t p,a, 

!10 ,1 011 

FOR Allt.U FIIDII tn IECli&T A II! or 'I' H fii&A 11UJrY, 

PltaM tl"eJJ•lt "'• tollowtnc •o••&«• w Dr. luc 1 

1. Tho Tro•ftJ'J' ll•• eondao~ tbo pNpoaal of "­

oo,..m~~ent ot Obina to pv.robaH ~!00 •1111011 ot pl4 t1'W 

the U, II, 'l'ro .. vl'7 :~•t ot tho .. 00 alllhn tlftMOlal al4, 

vhleh ,ol d wl1l be •~n\ to Ohlna tor eal o to thl pablle 

~ • • anna ot hel'Plnc to ellaek lntlaUon. 

1! , We pre•- t hat tho ooate, 4lttlouU1 .. and ctancor• 

lnheren\ l n \he aae ot gol4 ~• a ••an• ot eheoklnc Cbl proatn\ 

l nt l a Uoo in Ch1na l-.-•e bean M l )' \ akn ln\e Hnlldtrattoo. 

!, liaoe "" Oonmaen\ ot China •••• \ha\ \ he P l t ot 

C014 w the palll1e wlll at4 lh .ar ettort -,. llel-11« \e 

athil'ft aroe\tl' wone\ti'J' t\abllUJ', the troanl'7 11 l)rtpare4 

la pl'lael~o \o ..... \o 1\1 prol)eeal, It wlll lie atHI...,, 

ot ._, to• t'be froafti'J' w hoYt • r oroal reqa11t ,,... 

JOB lllforo UF ctofta1llft 4o01oton an4 aetten eu be \akn. 

JIIU. 
(.US) 

.• 
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DA'1'3: 

NO.: 

pmmes'i OJ' TU§ORA!! R!CU!i!) 

la17 16, 19~). 1 •••• 

1200 

Thia r e tcra to the Depar\ment•a te1egraa no . 6SI, 
dat.ecl Mq 2Ao, 19~) , 

Thla 1a a atr iot lT oont14enUal aaaaage, TJ' Jl, troa 
Mr. Adler tor the Seoratar.r of t he Traa aarJ onl7. 

1. I han baeD. reqU.eate4 bf Dr. laD& to aubait for 
rour oonaidaratioll an a1ter nat1To proposal aut l1ne4 u 
f ollow a I 

(a) The Buk of China 1n Chupgklng 1a to be allowe4 
t o t r anaa1t r ea!Uanaea, 1no11141a& &1raa1l. an4 te1ecraph1o 
t ranafara 1 to people 1n an~ oooup1e4 China from t~ B&llk 

or China 1ll Naw York, the" '" b&llka bain& t he Central 
Buk ot Chin&'• 4aa1pata4 aganta. 

('II) !he pn .. dva pr .. oribecl 1n Ge.naral L1Hnae 75 
WO'&l4 be obaerncl iA ertactin& tlla" rea1U&no88. U 
~4 be the tunotion ot the Cent ral Buk of China 1n 
Clll&ll&kin&, aa the 48816A&tacl agent or tlla Ch1.u.88a NaUonal 
OoTaraa .. t' to be aooo~tabla for det ermining the daa1r a­
b111~ or he beaetia1ariea neeiTln& tllaae raa1t tanoaa 
an4 far reT1awill& eaoll reaittan... Caution to a&ll:e ave 
that lllaatll.a taro .. wollld DOt 4ar1n benefit tr• the 
raaUtaa ... ~4 be exeroi ... bJ the Oel'a~at. of CILina 
~ ita bai&nated agallt, U. Central Buk o r OILina, 
or auoll other agent or aaeat.a aa t.ll<~ Ch11la" Ooyerna•t 
~ 4a• pr.,ar to cl"i&uh troa U• to u ... 

(a) on. - aa outlille4 in the Trauurr propoaal. 

( tl Ill the nent. the Bona Ia& B&llk llliltaa a cliraat 
appl.ioat1• to tlla Oaatral Jlaak, tu Oalltr al 11uk ot OIL1na 
wUl at 'hat t.w taka u4er oou14erat.1on t.lla 4eaipat1oa 
or the Boa& X..C B&llk aa aa agent. t o a&ll:a reainanoaa aa 
aat. for th Ia par-craJha (a) aad (b). 

2. Dr , baa'• proJ8aal wi ll be aaen to pr ojeot. tllil 
~n\ral Bank into the -•t. proainallt poa1t1on an4 atraaa 
ita !Jlport.aaoa •• \he Ohillaae GoYar DMnt. •a appointed aaant. , 

wh1ell 
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Oioh h tho ohiet 4niaUoa troa tlae Tl'•••lUT p:ropoNl, 
'1'111• torUtrlag ot no at.r eJI&n ot t.llie Oeat.ral B~ 1e 
111 oooor4 w1\h a pre .. nt t.oa4eaor wtlioll haa llare\otlll'o 
bND roporto4, 

) , Tho Cll111eao ~ua rotra111o4 tr• •-U.n& eu 
t ba propoaal wllan i t ••• proaoat.o4 tor 4iaouaa1on at. \be 
ao.t. rooont Board .. otillg, ~ooauaG t.b& Board m~era kAew 
t hat Dr. J:WI& had prn i oWilJ ado lalown hie t.lloi&&At.o oa 
tile propoaal. Tho Cbilwao a~ora a~ata111od tr• o.-lt­
Ung t.beaaolYoa oth.r illal1 to at.aio t.hat. t.ho plan waa 
hbD D0\0 or bJ \bit Jloar4, Ia prbato talko pr ior t.o 
tile .. ot lag, .b.Owonr, Ute Cha1rmau a~oat.o4 &Oillral 
opp:ronl ot t.bo Tl'oa81&1'7 propoaal, while Poi :ro-n4o4 
illat \be Boar4 be •-4 rn iniac qaat, wi \II tllo Balik 
or Oh1Aa oxton41.11& ita taoil1tioo to t.ha Boar4 t o ... , 
ita rectlli:r ... ata, A. o-.praaiao atcAt. tie to rot.aia t.ho 
uooll\1alo or t.lla 'I'Z'oUU7 p:ropoaall wtl1lo aUiJI& tho 
p:ro~ia11Nl that. \be lloari aet. aa re~ ..u& a&&at &114 
ao~M~r41D& - reoop!Uea t.o tbo Cont.rel Baak bJ rotu­
rillg to 1t 1a oao or '- pl .. ••, 

4. Booauao ot 4out. •• tho tbo Boar4'a tutvo 
Cbd.rsan, tllo uot.1Jlg wu oallo4 aoro \boa a aoath late, 
t.lua.o ooau1oa1JI& 4ol.q 1a roglJ1a& t.o ,.v t.olo&Z'Ul• 

• . . 
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COPY .10.~. 

!iRJ'ri§.i!.J.:.C§.'t§JC.)t£_1 
u .• .>!·. §i]ll;.'l'. 

o.:rL so. ~l· 
In.t'orcation received up to 7 a . u ., 16th July, 1943. 

' ISTEf\11 Fl!O!!t. 15th. Escorted 'l')'phoon and Boston Do.;bers 

•ttDeked POlX and AllB~VILI£ Airfields. On thoso una other operati~ns on<"')' 

COBW1ltl~8 • <;:, 2 1 6. Ours • 7 ,,liSSillf>. 

15th/16th. Aircraft dospatch•d: J,ONTBELIA!Ul ncar sr.LFCnT 

(Pous<ot I ctor "~orks} - 165 Halif ax ' s (5 r.tissing}, 1.UlllCH - 6 :.osquitos, 

I ottn.Ldors - JCl, Anti-ohipping - 4 (1 •liaeing) . ProlillinBTY reports in<licoto 

sueeeosful attack on t.OtlTB:LIA!Ul . 8 Ene y eircr<ft operate<l ovor KJ:Ni' and 

U...El . One was de3troyecl by a Losquito. 

~· 

~J.JI}~ SO,lT,H;:Jill . ..I1.6Ll· 13th/14th. ;light f'1&htero shot 

~ow 6 oneuy aircraft. " ellingto:>s ' rop.i)Od 55 tons ot ,-.u.:;Ro.O anc.' also bo"bcd 

• ts.U'A , 3 "'ie3L•fl· 28 mecl.iw end light boo.lbers rdde<l :::n;;, and 48 a ttaekt-d 

roae targeto and 11. T, in CEIIT!Il<L SICILY. 

14th. 134 heaVY and 86 ,,,odiw• bOllbE" s ·,ritb escort wore oont 

to I I.So! ;IA uhore 52 5 tons were c!roppO<; , 74 tons IIOl'O dropped at fN! 'A by 

r.OillUD bor>bors . PAU"RO ·O, Northueet o! C«TIJUA, >lOS also bowbc<i. 143 l.ustango 

a ttec~ct objectives at . .ILAZ.ZO, scALII:TA, SAN Cil~"D:A a!Yl Bi\ulltt . Beau!laht <.r 

sonk a ship in convoy off COa5lC.. and destroyed a tanlter end leit another on 

flrx orf SJ.R"IJ;IA , Spitfues ficor 264 Sortlco over beaches a:ld on escort 

' ty . '£no..y casualties: 5, 2, 1. Alliod: 9 uiasing . 

-
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149 ... 

Well, now I've got these boya here and we're getting 
along. Now the main thing I wanted to say t o you 
and Gamble .. . . Hello? 

Yea, ai r. 

When Haas gets back - they a tar ted to tell me - i t' s 
the only - they bad a steak at hal t pas t one i n the 
morning in Poughkeepsi e - I don 't what they did befor e 
or after .• . . 

A steak? 

Yeah. 

l~y God ~ They can ' t get that 1n Washington. 

Geor ge looks good, too . 

That ' s tine. 

When he gets back to Washington Monday I think i t 
you and Ted and whoever Ted wants should si t down 
and have an agenda for Tuesday and Wednesday. 

Oh, yea. 

Hdlo? 

Yea, ai r. 

I ' m very anxious to have that . ..• 

All right. 

•.. . and particularly on the quota s. 

Yea, sir. 

Now, what we're talking about here ie - the boys 
have got a St a te quota - and then I uaeO the example 
take the steel industry t or the State or New York. 
I suppose ther e'll be some one person reoreeent1ng 
the steel industry - and then each etet!l m111 1n New 
York, I think, should have s quota. Hello? 
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And then after all - we get thi e industry going and 
if the Lackawanna Steel in Buttalo haa a 9uota, those 
people know what ' a expeo~ed ot them, they 11 go to 
town and they 'll generate their own ealeemanehip 
which i s tar bet ter than anything - pr essure we could 
put on them f r om the outside. 

'I/ ell, 1en' t the t aometh1ng that the 6ta te Chairman 
should work out with the steel ••. . 

Yes , but we should give it to them as a pol i cy . 

Oh, in the meeting on Wedneaday you mean. 

TUesday isn't it? 

TUesday and Wednesday they'll be here. 

Yeah but we should have that as a policy. I think 
we ehould not onl y tell them we expect to have a 
atate quota but we ought to tell them that every 
factory in the atate ehould have a quota. 

All right. 

And every 
tell you. 
be too . 

industr y ehould have a quota. The boys will 
They ' re with me on it- I t hink Gamble will 

I think Gamble has already done something on it. 

Ie he theret 

He's shaki ng his head. Re hae al r eady had some thoughta 
on i t . 

Well, let me Ju st talk to him 1 minute . 

All right. 

Hello . 

Ted. 

Good morning, ai r . 
Good morning. It_ I don't know - ther e ere tlve eteel 
mille in the State ot New York - I don ' t know where 
they are ••.. 
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Yea. 

•.•. and one man is appointed chair man tor the five 
eteel mill a . . .. 

Yea, air. 

.... and each steel mill hae a quota .... 

Yes, elr. 

.. .. those boye can generate tar mor e enthusiasm and 
ealesmanehlp than ve could ever organi~e ~etween 
nov and September 9th. 

We couldn't even do a Job on them it you didn't give 
them a quota. 

Right. 
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They wouldn't- it wouldn't mean a ny thing- the whole 
drive would be meaningless as tar as those plants are 
concer ned . 

Well , we didn't have l t last t ime .. • . 

And that was the mlesl ng link. 

All rlght. 

For ve had i t i n the Kaiser Shlp Bui ldi ng Company 
end ve did a good Job. 

You 're with me on it? 

Well, 100~. I talked to Tiokton about i t, too . 

Yeah. The boye her e are wi t h me. 

Yea. 

And they say that that ' a the way they go t the payroll 
eavinga thing up . 

Well, that 'e correct. 

They said the only i ndus try t b.!lt ' s behind .... 

Yeah. 

...• in proportion is the r ailroad industry. 
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'!hat's correct. 

Well - my bean is working ae good a s it can this 
morning. 
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Wel l, I'm not only with you on that but do you know 
the hope that we have wlth theee two organizations 
that we're bringing in - the retailers and the movies -
is to hang a quota on every one of them. 

Well, I- I think that they- I may r~peat myself­
each industry within a state shoul d have a chairman. 

'!hat' e •... 

Each - uh - say ther e are five steel mille and each 
s t eel mill should have an independent quo ta. 

Tha t's correct. 

And then we can say to Mr. Jones who ls l ooking after 
five mill s, "How are you going?• 

Tha t's right. And anything short or his quota- he ' s 
no t going so well. 

R1gh t. 

That's right. 

And I think that all or Monday ehould be spent on this. 

Yea. 

Oett ing it ready t or Tueaday. 

I agree wi th that. 

Now, the boye tell me the thing that they are really 
worrying the moat about is the f arming thing. 

Yes . 

And I wonder if Bill Meyera is going to be down Monday, 
Tuesday and Wednesday. 

Well, we'll see if we can g~t him here. 

Order him he r e. 

Yee. 
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I mean, if he's going to be there , he Just- now ie 
t he time. 

Yea. 

And I 'm very much in t er es t ed in thi s par t ial payment 
plan ro r rarmera ... • 

Yea. 

. ... that the boys had. 

Yea. 

See? 

Yes . 

But as I say, I think all or Monday I 1 d forget about 
poster s and every other thing and just get ready ro r 
your Tuesday meeting. 

Tha t ' s correc t . Although you have no object i on on 
Tuesday and Wednesday i f we also pl an as e par t or 
this agenda to show these peopl e how rar we ' ve ad­
vanced wi th the pr omotional material? 

I- I - i f you don ' t mind, I ' d do that at the end. 

Well, I 'll do i t - that'& rlne. 

I want to get them •..• 

You want to get them saturated v1th thla first? 

Well, I want to get the quota thlng •. .. 

Yea. 

• . . . and the basket settled t1ret . 

I' m agreeable t o that, ai r. 

And then whatever time you ' ve go t lef t over you can 
do on the other. 

Fine. 

!low' a thad 

Fine. 
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lfha t ? 

We added a little word or wa rning to these fellows 
when sending these invitati ons to be here that we 
aleo wanted to fi nd out how tar along they were with 
t heir organization pl ane. 

\I/ ell, thBt 1 e all right. 
out or the box should be 
quota e. 

I sgree on that, sir. 

But I think the first crack 
on the baskets and on the 

And then we should have s plan snd I'm all t or this 
plan t or every facto ry and every industry in every 
a ta t e. 

Right. I t's the only ultimata soluti on, Mr. Secr e­
tarl'. 

I don 1 t see a nything else. 

There'e no o t her answer to it. You'll do more- t hen 
i t doesn ' t make any difference regardless or what 
anybody aaye, how many quotas you have within a s tate 
t or industries or tor bue1neeeee. 

Right. 

Becauee they won 't work wi thou t them. 

Right. 
thing I 
to work 

Right. 

Well, now that wse 
wanted was to have 
on an agenda •... 

my reaction. The main 
you !ellowe set aside Monday 

• •.• and then to get Meyer a down. 

Wall , we'll do that. We 'll do both o r those th1nge. 

Anybody want t o say any thing t o me? 

Yea, I do . I want to tell you that I have an idea 
that I ' d like r or you to be turning over i n your mind 
about an advertising man. 

Go a head. 

... 

I - when I was in New Yo rk yesterday - I t alked to theee 
people - we had the r epreeentativee ther e or 8200 t hea 
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What's that? 

~e had the representative& there o f 8200 theatres. 

8200 deadt 

'l'hea tru. 

Thea t reat 

Yea , sir. In New York- thia meeting yesterday ..•• 

Yeah. 

-
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•. .. as well as the preaidente o f this company - these 
various picture companiea. • 

Yeah. 

They voted these tunde to do thia Job - the i ndustry 
itself. 

Yeah. 

'l'hey're going to put up the money. 

Yeah. 

The 8200 theatres, representing over halt the th~a tree 
i n America • . .. 

Yeah. 

•••. as well as the Trade Aaaooia ti on re~resentativea 
wer e ~~ere o f the other 8000 theatrea •. : .. 

Yeah. • 

•••. pledged their 16,000 t heat rea to go all out i n 
thla September drive. 

Yeah. 

I tell you this Juat by way o f background. At ~hie 
mee tlng alao werg the leading advertising men o f the 
motion picture i ndustry •• •• 

Yeah • 

•.•• aa well as the thea t re industr y and I got an idea 
there about the possibility o! taking the heed o! the 
Lo ew ' a Theatre Advert 1eing Department ! or this job • . .• 
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Head of Loav'a Theatres? 

Advertising Department. 

Yee. 

It's the moat successful chain or theatres in 
America. 

Yea. 

They have all - no thing but metr opolitan thea t res 
in large cities. 

Yeah. 

They are great ueera or epaoe - they are the people 
who originated years ego Major Bovee' Progra<a, The 
Capital Theatre Program. 

Yeah. 

They 've owned portions or radio stations 1n various 
oitiea. They are gr eat users or radio apace . They 
are great users or newspaper space. They are gr eat 
purchasers and users ot outdoor advertising. 

Yeah. 

They use all the media. . 

Yeah. 
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The men are n~t people who have been specialized i n 
one field or the other but they have general back­
g r ound or knowledge and information in the advertising 
field, because they have to uae all the <aedia. 

Yeah. 

In other vorda, they know how to turn to good people 
in these different tielde to get what they want. 

Yeah . 

Nov , thls man that I'm thinking or will require, I 
t hink, a call rrom you if we 're goi ng to get him. 

Yeah. 

Hie name ie Oscar Doob. 
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Oacar who' 

Doob. D-o- o- b. 

D-o-o-b. 

The seoond or tourtb letter 1n the alphabet' 

0 is the fourth. 

Yeah. That's 0 double-0? 

0 double- o- b. 

It i an' t Boo bt 

No, it's Doob. 

(Laughs) 
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And be 1a the dean ot all or the practical adver tising 
people 1n the theatre industry. 

Yeah. 

And in addition to t hat, he is a very cultured little 
tellow, and I think a happy balance ot the kind or a 
man that we want t or the job. 

Well, why not telegraph him and aee whether be wouldn ' t 
come down to see me. 

Well, I can get Ooob it you co~d get Nick Schenck to 
let blm come, but I don't tblnk we can get him - I don't 
think we can even ....• 

Oh, I don't think Schenck can attord to turn me down. 

He wouldn't turn you down. 

No. 

He wouldn 't turn you down, but he would - I think- turn 
anybody else down, Mr. Secretary. 

Look what Schenck did on that picture- you know •..• 

Yea, intlation film. 
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Well , what did - where dld Howard Dietz figure ... . 

Well, you see Howard i8 in the publicity depart=ent 
or the picture company. 

Yee. 

Howard ie the director ot publici ty t or Metrc- Goldwyn­
Ms.yer. 

Well , is Doob unde r hiM? 

Docb is in the theatre department. 

But does Doob come under Dietz? 

Not - not - no, they are two di f feren t departMents, 
Mr. Secr etary. Doob ia the - aa a matter or tac t -

... 

Doob would be a g r eater lou to Schenck than Dietz would 
be , because Dietz haa kind or g radua ted i nto the elder 
statesmen' s clase. He's no t one or the working men. 

How old a man ie Doob? 

I should say Doob is 46 years old - Or 47 years. 

Well, get him down and we'll talk to him. 

And, I 'll have him ccme down Monday 80 you can see 
him. 

I won ' t be t her e Monday. 

Tueaday . It you can equeeze i n a minute. 

Yeah. 

I thi nk we ought to get him aa QUickly aa we can. Now, 
that 1 e the only nomination I have made t or thia Job. 

Yeah. 

And I do it with some appr ehensi on because ... . 

Let ' a have him down Tuesday . 

All right, air. I ' ll have him here. 

Let's say Tuesday af ternoon. 
I ' ve talked to Fred about hi=. Fred thinks that he' s 
got Just the kind or background - he thinks the t ' a the 
anawer to the kind ot a f ellow we want. 
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Well, lt eounde inter esting to me. 

Yee. 

Fred likes the i dea' 
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He likes the idea because he knows this fellow hee a 
nose tor newe and be' a got some showmanship and that­
we've got all the counterbalancing e!!eote we need 
With the groupe that we've eet up like the Advertising 
Council. 

Well, you've told me enough now. 

All right, slr. (Laughs) 

'iha t elae? 

'!hat's all I have to aay t o you thi s morning. You 
might be interested to know we settled our application 
f orme and our training manual s and our deecrlptlve 
!older problema and have them all golng lnto the mlll 
today. 

Good. New 1 e t me talk to Fred a minute. 

All rlght , sir. 

Hello. 

Fred. 

Yeah. 

n:> you like the eound ot n:>obt 

I llke t he eound ot the .lob that the guy's got. I 
don't know hlm but it hale a good man- hle background, 
I think, le made to order. 

Now, one thing that I wan t to have you be thlnklng -
you to oe thlnklng about over the week- end •. .. 

Yeah. 

•... and that le once we get these t orma out on the 
wi thholdlng tax .... 

Yeah. 
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. .. . what we're going to do to br ing that to the people 
and educate t hem. 

That's right. Well, that already has been - we' re 
worried about - we're worr1ing abou t that . I had a 
meeting 1esterda1 tor about three hours wi th Bill 
Horne and c·hick Schwartz and three men trom the 0 . 'i. I. 

Good. 

And we are planning a - a ca.mpaign that w111 - uh - do 
a good Job after the t e r ms are out and then we are 
considering a campa1gn early in August befor e the 
for ms are available just on the business ot t axee and , . 
why taxes and war f inance - and why people ought to pay 
taxes and ltke to pay them and atutt l1ke that - without 
particularly r eferri ng to the - to the Sep t ember 15th 
operation. See? 

You're on top ot i t ? What? 

~ Sure , we 1 re on top ot it. 

All right then ! 111 forget about it ' t i ll I get back. 

Okay . 

Haa l{r. Bell got anythtng. 

(Aside: Mr. Bell, 10u got anything? ) He'd Jus t like 
to know how Mrs. Morgenthau ia. 

Well, she's coming along nicely, thank you. 

All right. 

That 1 e all , thank yau . 

Oka1. 

All right. 

All right. 
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All right, sir. 

Hello. 

Hello, Den? 

Yes , air. 

Ie - uh - is ••.• 

Ted and Sllli th? 

Yeah. Is .... 

Right here. 

I s Charlie Bell in ther e? 

Not in here. No. 

July 17, 194). 
11:54 a.m. 

Well , Just - would you have somebody Just ask t or 
him to oome in? I want to ask him a question. 

All right. Done. 

What? 

It's already done. ~ 

All right. Now, the boya have lett and the reason 
we're eo abort is becauee eo much progress hae been 
made •••• 

Uh huh . 

••.. and I'm very much pleaaed. 

Good. 

One th.ing - uh - I think ia terribly important end 
I know - 1a Gamble around? 

Yea, right here. 

161'"" 

I' m going to heve a little trouble with him but he' a 
a nice tellow and I think he' ll be amenable - and that 
ie, I think that we're goi ng to be able to say, 'Th1e 
ia going to be an in termed1e te bone!' - eay, soa>ewhere 
between eeven and ten year• or eomethi ng like thet -
you eee? 
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Uh huh . 

And we're able- going to be abl e to say, •It's going 
to be a 2t% l ong bond. • See? 

Yeah. 

But I dorlt think we're going to be able to tell them 
on the 2}rd the exact terma. I think it's too dengeroue 
because it's two months ott and we just don 't- we can't 
hit it, and I think he'll have to be thinking about­
af ter all 1t'e instructing the salesmen. Ir they want to 
teach them how to sell a long 2t whether it 1 a 65, 69 or 
6~ , 68 doesn't make an awful lot ot differ ence. - rr it' \ • 
an intermediate bond as long aa they knov bov to sel l a 
bond between seven and nine yeara. But I think ve ought 
to not tix the defini te price t or another month. At 
least that 's the way I r eel todey. 

Oh - I - uh-uh - no. 

Well , sleep on i t . That's •... 

Yeah. I Will. I don' t like that . 

All right. 

Uh - the only thing I ' d like to see done is - have thie 
wait and the types ot eeouritiee r est on the market t or 
a couple or days and then aee what r eaction v e get. 

Well, y?u think about this one, will you? 

Yep. 

Beoauee, ae they poi nted out, thie situation i n the 
bil l market has all develooed in t he last two months. 

Yeah, but that really doesn't attect th1e bond a bit­
uh - eo much. 

Well , you got - think about it ove r the week-end. 

!Will. 

Yeah. 

Well , I have already thought about i t ae a matter ot 
tact, and ••.• 
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And you 're also going to have trouble wi th me to 
selling more than 2t billion or no tee in August -
that 'e certifi cates, I mean. 

You won 1 t have any t rouble with me. 

(Laughs) Wonderful. 

(Laughs) Because that waa my recommendation but I -
I wouldn' t r eel too strong about going to t~ee 
billion. 

Wdl , I want them to go i nto September wi th thei r 
tonpa hangi ng out. 

(Laugh a ) They will have to vai t 1 till October . 

Ub .••. 

But that 's all right. 
billion dollare makes 
the truth. 

I don't think that a halt a 
a l o t or diff erence to tell you 

I reel lote better since I ' ve had this - the pr ogr ess 
ell or you made - I can see daylight now. 

Uh huh. Well, I think we ' re in pretty good shape as 
t ar as our end of i t ' s concerned. I have a little 
feeling her e t or Ted. He's being cr owded into s very 
shor t space of time to do an awful l ot or work - par­
ticularl y on the printing and you know every printing 
houee in the country 1e eewed up . ... 

Well , we .•.. 

•... and ~e 're having a little trouble with that but I 
think that •••. 

I ' ll bet you I could go into New York City end fi nd 
fellows that haven' t got any work. 

Well, not to do - not to put out ten million pamphlete. 

'II ell , on the lower east aide they 1 d Just grab some o f 

this work. 

Yeah. The Government Printing Office has pretty well got 
~he printing plant• of any site sewed up through October. 

Well, ther e are a lot of little Jobbers . I 'll bet you 
it we went to New York we could find a flock of li ttle 
fellows- they 'd each take a piece of i t . 
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Uh huh. 

I'm serious . 

Well , maybe. 

Have - let Hall l ook into that t or us in New York. 

'~ ell, I think the Government Printing Office has 
alreadY had e complete repor t on the printing facili­
ties ot the countr y. 

'liell , let them take .... 

(Clears t hroat) Hall has seen that r eport. 

Li ttle tellon? 

Well, Rall hae seen the tull eurvey. 

All right. Uh ••.. 

And that ' s the r eason I went to Boston las t week to 
aee about For bes Company. We got that !rom the 
Printing Office report. 

Is Charlie Bell there? 

Yeah. 

Let me .... 

Okay . 

Yea, sir. 

Charlie. 

Yes, eir. # 

By God, you h~Jd me embarra seed this morning. 

How? 

Well, George Haas and the boye thanked me eo 
profusely f or my t r eating t hem to t ickets Sunday 
night. 

• 

(Laughs) Well, you know, I got an indirect order that 
they wan t ed to go to a show . 
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Well, how indirect waa it? 

Ve ry i ndirect. You said that you would relea se them 
Bunday in t ime to go to a ehow. 

Well , who tol d you that? 

What? 

'ilho told you that? 

The grapevine. 

'tell , who' a the grapevine? 

I guess Norman Thompson •. .• 

Well , anyway, they thanked me firs t f or getting the 
tickets and second f or t r eating them. 

Well • . .• 

So I said, "Well , I 111 be hones t. I don ' t k no w any­
thing about l t but i t ' s on me and I ' m delighted. • 

'llell , swell. I t 's not on you though. 

Oh, yes . 

165 

Ob , we don ' t do all or thla f or Milton Schubert who 
owns that theatre f or nothing- he's Just giving them 
passes. 

Oh. 

You know Milton Schubert? 

No. 

He's the fellow we've been working with on the Theatre 
Wing Canteen. 

Oh. 

So ther e 's no cost on it. 

'til ell I didn't know. I told them that 1f that' e what 
you said, I'd stand by them and I was delighted. We 
had quite a l ot or run about it. 

(Laughs) Okay , sir. • 

• 
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Well, it they cos t or don't coat- either way- I told 
them I ' d be glad to pay t or them. 

Okay, air. The move i s coming along good. 

The what? 

The move. 

Good. 

He gave me eeven days. I ' ll give you two ot them back. 

Wonderful. But we had a l ot o r tun Joking abou t it. 
Aa a ma tter or tact - I s Bell listeni ng? 

Yea, air. 

The boys dldn 1 t get in until- laat night unti l I don 't 
know wha t t ime in Poughkeepsie and they had a supper­
br eakfast at 1 : 30 in the morning. They had s teak end, 
ot course, George has a weak stomach ••.. 

(Laughs) 

.. . . and then the American Legion were ther e singing all 
night. So Geor ge wan t ed to kno w couldn't he show up 
Monday noon. I told him, •No~ , I was very sorry. He 
doesn t like t o ride on a sleeper, ao I told him I 
needed him there Mondey morning.and he could a tay over 
some other time. I don 't know whether the man will 
apeak to me o r no t . 

So they' ll be back Monday morning. 

Well , yeah. I can't - i t George gets sick on a sleeper, 
that'e Just his bad luck. 

Well, we 'll get them f ixed up on that 12:50. 

Yeah, but George won't ~ide on a ~leeper. I think the 
other boys will. 

Well , it he wants to t ly down, I' l l fly hi m down. 

II ell, let him - he ' a 
know that he !llea. 
you? 

All r ight, sir. 

up at the Nelson House. I don 't 
Let him work i t out hlmsel(, will 
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But anyway, tbanke tor l ooki ng after them. 

Okay, si r . Anything moref 

~hat ' s all, thank you . 

'oell , here's Fred Smith. 

All right. 

Hello. 

Yeah. 

Say, you remember that atook telegram that you have 
been signing a lot ot about 10~ payroll? 

Yeah. 

Well, I rewrote it and I want to check it with you 
eo Ted can get it out. 

Well, how long is it? 

Oh, about ten lines. 

\~ell, 1f you fellows agree on it it's all right . 

Okay. 

I don't want t o do any more bueineaa. I'm exhausted. 

All right. That's tine. 

It you and Dan Bell and •..•.... 

Ted. 

. ..• it'e all right with me. You can show it to me 
Tuesday. 

All right. 

Cheerio. 

Cheerio • 
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TREASURY DEPARTMENT 

,., Secretary Morgenthau 

''""' Captain Kades 

Mft JUL 1 7 1943 

· ~ 
Attached hereto is a draft of a latter to Judge Jonas 

sending him a copy of the cable from Casaday on the food 
dis t ribution system used in England . 

In ~ memorandum to you of July 14th, I stated that 
the schemes used in England for the purchase and distribu­
tion of various food items dif fer widely from commodity to 
commodity, but that in general the· British use area or re­
gional or local offices in allocating supplies . You asked 
me to expand on this local allocation method. The purpose 
of t his memorandum is to indicate the method used in con­
trolling the distribution of meat . 

As you know, the Ministry of Food is the sole purchaser 
and distributor of all meat in the United Kingdom. Meat is 
distributed on the basis of the actual number of individuals 
registered with retail butchers in each local food area, 
but not on any broad regional or county basis . The indi­
vidual ration is fixed according to value . The mechanism 
for distributing meat to consumers is complex but operates 
roughly in the manner described below. 

Retail butchers have set up voluntary organizations 
known as retail buying committees. There is usually one 
commit tee for each local food office . All retail butchers, 
large caterers and other groups which normally buy meat at 
wholesale are members of this committee. The main functions 
of the committee are (1) to appoint allocation officers, 
and (2) to supervise generally the process of all sales and 
payments to be made by retailers . 

The allocation officer of the retail buying committee 
makes known to the manager of the wholesale depot how much 
meat the retail ers in his committee will require for the 
vteek. There are 913 wholesale meat depots in the United 
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Kingdom. The functions of these depots include (1) split­
ting carcasses into sides and quarters , (2) making working 
arrangements for transporting meat to retailers• shops, 
and (3) keeping track of the amounts of meat sent and money 
owed. 

These wholesale meat depots operate on behalf of whole­
sale meat supply associations. There are 8 such associa­
tions in the United Kingdom. These associations are made 
up of all firms and individuals who were engaged in the 
wholesale meat trade just prior to the war . They function 
as agents of the Ministry of Food and they are reimbursed 
on a fixed commission for the volume of meat they handle . 
This commission is sufficient to cover all reasonable ex­
penses of the associations and to leave a small surplus 
for the reimbursement of its members on a pro rata basis , 
based on the proportion of the total turnover Which each 
firm handled during a prewar period. 

Vfuen the manager of one of t he wholesale meat depots, 
carrying out the actual work of such an association, re­
ceives from the al l ocation officer of the retail buying 
committee the amount required for the week, he forwards 
this requirement, together with others, for his collection 
of butchers Ulormally 50) a week in advance to the area 
meat and liv~ock officer. This officer in turn computes 
the total demand for his area and forwards it to the cen­
tral office of the Ueat and Livestock Division of the Uln­
iatry of Food. These requirements are reasonably accurate 
because they are based upon amounts determined by the num­
ber of individuals rationed with the retailers of each 
retail buying committee. 

The area meat and livestock officer then tries to fill 
the needs of the wholesale depots with the forthcoming sup­
ply of meat from collect ion centers nearest the depots. 
This office~ knows how much domestic meat will be coming 
forward in each locality from notices compiled by collec­
tion centers. These collection centers, of which there are 
about 600 in the country are places to Which farmers bring 
their livestock for the purpose of having it graded by a 
"certifying authority•. This authority is made up of the 

1~ 
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auctioneer, a farmer and a butcher . The grading is done 
to ascertain the deadweights of the live animals and not 
for quality, since payment is made on a liveweight basis 
except in the case of pigs . 

The farmers must m.ake it known to t he head offi011r 
of the nearest collection center that t hey desire to bring 
forward livestock at least 12 days before it is scheduled 
to be sol d for slaughter. All such notices are summarized 
in each collection center and are passed on to the area 
meat and livestock officers. These officers make summaries 
for t he whole area under their jurisdiction and pass them 
on t o the central office of the Weat and Livestock Division 
of t he Uinistry of Food. It is from t hese notices that the 
area meat and livestock officer knows whether the forth­
coming supply of each collection center will meet or exceed 
the needs of the wholesale depots nearest to it, and if 
there is a surplus , ar rangements are 1nade to have the excess 
meat sent to the next nearest depot in the area which has 
a deficiency. If there is a deficiency which cannot be 
f illed by surplus of a depot, the area meat and livestock 
off icer then gives directions for imported meat to be 
de livered from nearby stores of the Meat Importers Nat ional 
Defense Association, Ltd. to the wholesale depots . Since 
home-killed supplies are usually less than demand, it is 
usually necessary to introduce imported meat to the distri­
bution system through this Association which is made up of 
all prewar importers of meat and is responsible for handling 
the meat on arrival, storing it and f inally delivering it 
to the wholesale meat depots as needed . This Association 
is under control of the Ministry of Food which acquires 
the meat abroad . 

After the wholesale meat depot manager physically 
collects the necessary home-killed and imported meat to 
satisfy the re~uirements of the butchers in ~is area,. the 
allocation off1cer of the retail buying committee decldes 
just which kinds and qualities of meat and which specific 
si~es or quarters or whole carcasses are to go to.each,re­
taller. The retailers rely on the allocation off 1cers 
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judgment entirely and express no choice with regard to the 
type of meat they would like, but the allocation officer s 
try to secure an equitable adjustment of the proportion of 
good and poor meat going to each retailer over a period . 

Some retail buying committees at their own expense 
have established reallocation depots where some of the 
neat may be cut up more meticulously than at the depot. 
For example , a butcher who wants to concentrate on steaks 
can get steaks by swapping at a reallocation center other 
ceat r.hioh he obtains there with a fellow retail butcher 
who wants fewer steaks and more soup bones . 

It is noteworthy that, when the meat is sold to the 
retail buying committee, it leaves the direct ownership of 
the Ministry of Food for the first time . The Ministry of 
Food purchases the livestock either abroad or at the col­
l ect ion center (through county auctioneers who act as agents 
for the ~anistry of Food} and sla~hters such livestock at 
slaughter houses managed by full tlme officers appointed by 

.the Uinistry. The actual slaughtering is done by contrac­
tors working on a fee basis . There are only 700 slaughter 
houses n~n in the United Kingdom, as against 16,000 before 
the nr. 

This results in a bottleneck through which the whole 
supply of meat flows. This bottleneck, combined with the 
licensing of all handlers of meat through the mechanism 
sucmari&ed above, permits manageable and efficient control 
of the distribution of meat there. 

Attachment 
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July 17, 194). 

r.!a!ORANDUII FOR THE FILES 1 

A. letter dated June 29 , 1943 was received by llr. White, 
ailltled by Secre tary Hull, adviaing that he believed special 
attention should be given to problema o! international arranse­
menta relating to long- tel'lll international 1nvest1111nt. The 
letter stated Secretary Hull wu &akin& Warren Lee Pierecn, 
ll&rriner s. Eccles, Lauchlin Currie and llr. White to accept. 
aeraberahip on a Special Ca:mdttee on Long- Tara International 
Inveatllllnt and report eonclue,iona to the Int.erdepertental 
c.-1 ttee on Post-liar Foreign Eeonollic Polley, and that 
11r. Serle would maintein contact bet....,.n the state Depertent 
and the C<li!Dittee. Secretary Hull said ba would appreciate 
llr. l'lhite •a accept.ance. 

llr. \\bite bronght the letter to the attention o! Secretary 
llorgenthau, t elling him he tbonght this wae a Treasury •tter 
1\bich required decieion by the Secretary. The Secretary stated 
that he 110uld take the matter up with llr. Hull peroonally. 'lhen 
he subsequently called on Secretary Hull he took the letter with 
him. Secretary Hull asked him to leave the letter, which 
Secretary l.lorgenthau did. we therefore do not have a copy of 
the letter in our files. 

H. D. White 
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TREASURY DEPARTMENT 

INTEII O FJFIC& COMMUNICATION 

DATa July 171 1943 

ro secretary MOrgenthau 

Mr. White »V 
This is a comparat1 ve statement ot the earnings and 

eXPSnses ot the Stab111zati<m Fund tor the months ot 1l8y 
am June , 1943. 

Earnings MaY, 1943 June, 1943 

Interest earned on investments $ 20, 220 .69 $ 19, 514.93 
Pror1 ts on handling chargee on 

gold 111, 678 . 62 112,464.41 
Handling chargee on gold 

( ~tab1lization) accrued 12, 500.00 
Miscell aneous protits 3 .92 6.03 

Total $131 ,903.23 $144,485.37 

Expenses 

Salaries $ 21, 845 .49 $ 22,123. 66 
Travel 82 .57 159 . 89 
Subsistence 389 .00 216 . 50 
Telephone and telegraph 1 , 143.71 3 , 977.73 
Stationery 21 . 91 105.40 
All others 469 .71 516 .73 

Total $ 23,952 .39 $ 27,099 .91 

Net earnings $107,950 . 84 $117, 385.46 

This report was completed trom t1gures supplied by 
Mr. O'Daniel. 
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· ltyl'!!!SJ 01 ftaGJW! QCIIJIP 

IROIU -'-riMA X.'IIUq , OI!MP&klac 

l ATE I J\&17 17, 19,.), 1 p,a. 

JIO,I 1209 

J 

rrea A4ler \o Boore\U'J' or 'r!'e&OU'T onlJ, S\l'iot 17 
ooDI14uUal u4 V&u\, 'l7l.U. 

Retorenoe i o S.o\1• a ot S\a\e De~at•o telepua ,•. 
U 2 ot 1\l.l7 9. 

SliCTI OJI I 
(a ) S.Ut ielal attM\o ill elaealtl.Dc lAtlaUu w.U 

11Adollllto417 'llo pn4UM - \M 1an1w\1ell ot u ottooUn 
I Oh .. o tor taU8 QIIO Of pl4 1a OJl1aa - W1\ll aUqUII\0 OCIII\rtllOo 
lor \ho oohaao to r1ol4 oipitiou\ a&'tu\qoo, 1\ 1o 
ll..r that \he pl4 •• J4 haYo \o 'llo •14 la CUM a\ a 
Jrho or ~1ooo 111lioll .. , AOYer tall M:Lw ~,_to17 
.5000 oa 4ellal'o Jel' ouoo • Al.M, i t 1o U...Ni'lllo to 
IIOko nu a roll&ll ooUM\o oa \ho Mob or oldotlll& 1Dioraat1oa t 

1. Ot \.lao ooalo oa '*illl \lloro ..-14 'llo auorp; loa 
ot &014 '111 \be Cklaooo pa~o a\ a ~1oo or ,r1ooo w~oh 
wolll4 aako \llo oaloo a wonlnthllo •au ot _.."ill& 1Dila\1u1 
h nta\hol7 U 1o oac&oo\84 \ha\ oa1o ot pl4 at laoo t heA, 
•or, 7 \o 10 u ... \llo ~loa aqa1Yalea a\ \.lao ott1o1al rate 
ot oza.~aoa&o to JS V, s . 4ollal'o por - ..U Mt 'llo "" ... ,, .. 

•neoouU,, \llleretwro, ill 1u 1a1\1ol otq oo a ra­
U -l oo-- tw 0on h& pl4 ill Ohllla ....U han to 'llo 
UJVt.l&\&1 0 

:lll . .J.10WJ1 at..1t.b~o~·.•l16 .. , la erier \o laor ouo \.lao 
olluon ot Md ...,_M&•• aoorv.la& to o~. I~ 
natua to o~~~&on \11&\ Nt•• \M 'I'J'oUVf acrou ill FiA­
olploz.u& oortotaJJ' Htwe 1\ Mtoo .., opoo1t1o .-1\MD\ 
to oou oll'llo\uUal _._ at pl4 w Oll1a, 1\ ahollU 
awal\ t.l!o Oll"lal"al - \llo chl.Moo oonr••• ot a oeuroto 
Jlu to t.l!o orr.a.U7. n .,,.oro troa tho 1DioruU• 

a'talla'lllo 
\ 

' 
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aTailablo horo \hat •• 70\ tho ChiRooo autbar1t1oo haTo 
DDt _.ked out UT nola plu. Porhapo lho fr••VT oolll.d 
41aorootlT aok tho Obiaooo OoTora.&at tor 1Atoraat1oa ooa­
oorniAg ito opoo1t1o pl&Aa, 

(b) 1, Rotoronoo J0\11' .(!b) 1, U 1a ., il9ro .. ioa 
that there 1o a rathlr nauo ant1o1pat1oA ot ooll1Jic tho 
gold to bullion 4oalor~ &A4 tho 'bank& •• .. 11 u to tho publio, 

• . .. 
(a) Aa tho Oontral Banlt oollld expand the noto iaouo 

tor tho opooit io purr.•• ot uqa1rl.a& cold, a oourao wllioh 
wollld dotoat tho who o point ot aoll1Dc gold to Obi&&, and 
tho other GOToriiiiBat: banko oollld uoo tho1r taoUitioo tor 
borrowillg troa tho Oodro.l BuJt to aoqlliro coli, wllioll aloo 
wllld load to an illoroaao4 hno ot aotoo bJ \118 Ooatral 
Bt..Dlt, 1i wollld 'bo 4oa1ra'blo troa tho point ot Tin ot obtaill­
in& tiho antpa ant1- 1ntlatiOAU'J ottoota to proll1b1t tho 
GoTe~at b&llka troa bUJ1n& cold oxoopt •• intoraod1ar1oa 
tor reooll1n& U to tho Jll)lllo. ~ho Ohinoao. OoTOriiMAt 
would probablT 'bo roluotut w adopt a MUilrO proh1b1t1D& 
all Oonnaunl 'bulta tr• 'bUJiDc pld tio hold - thia 1a 
upeo1all7 tho ouo booauoo ot tho ourront troll4 to otro.agthon­
iDa all Oon~at 'banko in rolaUoa to oo-oroial an4 ;Printo 
b&Dka and to otro.agthonlA& tiho Ooatral Bult ill rolaUoa tio 
thl oth»r aoT.rua.at 'baako. suoh a prohibition oollld bo 
o1rou..oatod 'bJ tho a&Toramoat 'baDk8 haTiDc pr1Tato asoato 
bur tho gold tor thaa, but to - onoat tho prohibition 
ai&ht a&rTo aa a 4otonoat. 

('b) no Nolo ot pld to aHara ot)'lo •-aroial 'bank& and 
to ll&UTO 8Vlo pdTato llaako or to tho bu.llioll doalero, or 
to thl pa.'bllo , woal4 not 'bo opa to tho a'boTo obJootion . 

rev ('II) a. Watertiaht ooaU.la to proh1b1i &DJ 
(ropoat UTI ot tho 11'14 troa aoUin& into ••J~&A••o hand& 
'llftl4 'bo b9oooi'lllo te a441H• &o~rnar, a1nn t ho wholo-
hoarto4 oooporatia ot tho Mau.l a&Tar_.t '• apoo1al 
8&rT1ooa &A4 ot tu Tarioaa au\Mr1t1 .. ot tlao pl'OTill01al 
IOT~alo, ROk loekaao oftl4 bo kopt to toJ.rlJ 1n lnola, 
ll'ow tar auoh who1oll.oertM -poraUoa wolll.d bo rooo1TM 1a 
4oubt1'1ll., partiolll.arl)' ill tho .... ot ouoh proT 11lo1al goTOra­
auta oo tho\ ot ~. ~ rec1otrat1oa ot all puroh&oora ',, 
1a aD a4dit10aal naaootod ohoako lkltrOT&ro - 0 proar.otiTO \ 
l)llrohuoro aiaht toar that tho 11ltoraot1oa ill thl 1'08 otro-
tioa r ooordo aiaht aU'baoquaatlT bo uood bJ lb.o author1tioa 
to obtaill tho gold troa t.holD oa torao• 41aa4Tantagooua to 
tMa but adTant qoouo to tho authOrUioa, and tb.b toar 
Wllllld tond to diooourago purohuara. 

ATCBB80Jf 
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raw 'R or tpp••y gmJP 

tiiOII I ~- ..... , • 8)1 .. , Olid.u 

DAti l llllJ lf, U.., 1 P••• 

1'0 ,1 lD 

0011'!1 .... noll ~amoa z. 
, .. ,_, Nl .... t lal_tl_l 

(a) U 11 N~liJ' ,......._. ... , N-t17 awn llaa .... " -:f'IIC at~ --•• at •14 n.a latta t. 
Y~>~~naa til- l llte J..._Cihlaa. 

(ll) Jt u • :wa., .. ,..,, .. .._, NG.a'U .. ..-• 
0P -.tWta .. N -· lnte rNa Cllillna _, CldMM lJl liiJipp~sf 
wl Ul • llllU• Ql ~,.. wU'a 1111lall Vralteil a'-' .. 0o u 
b .. lla4 aa'flaca aerti.tlMkl WN to M ....... 

:1. Ratai"W .. l.._...cte t. ,_. (lt) a. 0a t!d.a pelJlt . 
&1M M elMI' 'flW lt llel4,..... aa ta .. SJIW .. 14 al••ld 
" Ml4 lD ,_. et 'lilge or lbelal a M ldnte4 lde plt MlUo 
Ia nw et u. attt•••• at at'flac pta •••• • tl ... 
Yel•a la ... u .... ln ftW ef tile f•&• ... , aalU 
...ta ,... ... :=la ..u ... , • ., ....... tiiM """ _. 
... .,. • ...,. • - ..... f.&n ••• -- ., 
···~ ....... ---· .......... , ...... w.l. a.,eu te • ,..rw4le. ._. lrM .. U• aat Ula .. lt 
.................... ,... ., v ••• tl...ael at• -
"-lu lllPt ••• r;; aprUtaU • u.;otaw w tiiM, 

•un«* u. 
I -..A& 11M ta wll.at .. hlletrl .. ,... ,_. -,,..,..._ la Wlw et .. ,. .. •• la lta ""' :':f:• 

a ••• ,.. • ., •• .-1• • sl't-tet wa l• .., ., ,,., .... -...... ..,.. .. .. 
1. If _. .._ ...... - telrea W tile y,. .. " 

'- ..,_ • --~- .. u eett • tlllu, u 111P' ............ , ___ .... ,., ... ~ ...... ...... 
... , ,., •U.lJ! ,~ ...... , .. 1 ...... ~~. .. -
,. the ,. ....... ,, '-..-& ............... . 
.... ,. •t ee1• ......... ,... - •=• ,. .......... * o-. • ..._, aw u.. , ... », a, Mlw> • .. ...... 

.• 
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r.wrp•g or zp pMB J!lfiUA 

PIIOII I Allol'l ....... .,, Ob ...,.,, Clllataa 

DA!Et ~~1 1,, lt43, 1 •••• 

NO,t 1!01 

I EC'!'IOII Ul. 

1·9 

l ban "-• p~., .._ • ._. all a. _ _. toto .... 
Uon H pl4 IIU'bt 111 Glliaa Ulet h nallalllo -.a\ U 11 
u t ...ea •• te lU~aato tM aa1a ••••U• ot lin .... 
'" aubt - .......... at • i-ft• •• ·1'1-*• ~· uko tu ,.. Joot walk 'llo. l 11111811 · of u u w baa• t 
.., fVtkep .... that- 1la .~ .... J -l"lll .. 
follow b Mill lt- wtllob aN of lJitoNotl . 

1, .. u •J'Ileta nht ' la " .. , ar, 1.-1.,, Kwetllll, 
Cllonctl. Kwot.,... ... Ill•. 

I, At ClhD .. tile ........ 'Pl"lW ot plC -··· 
1
1 
• 11,100 a. Cellon blltlac 0114 !_3,ooo a. .. u ... oolu., 
'bo IIIIU Mlq tU noll ... II' UIUIIIH ..... OflUl te 

1.00491 '"t -••L At Kua1111 t~to ol"l• lo a-.t'tkl 
lUI 01 at.. .... ... file 'l"l• at K•11ta h lowP, 
flloN ll 1 CN$)l at pU ,.._ tkoH o•tiN to Oil ..... 
wlloN b .n• la - 11 001 • .. 11 ... lllql., aaC 
11, 100 Hll.l... It ll 10Jo to ••-• Ulet tke ~01 lA 
hoo Cllalaa wUl -•- to p -. ... MIIlU8tl.T wUk otbllP 
l'lol .. pftHI llllllll aaC util U loU. "' .. , olaMlllo 
,..,. • ._ at lilA lift ,..,_ • ., .. tkoN h aotu1 ,_.,.,..u .. 
of plC t .. lalo, 

.._, .,... ... ,_ •ne:: taa.oata .. , -a.r 
-. e ., 1 .-1• _.., ..., --· "" ..... •• .. 
NNt .r nlaa ... of I8JJ1111 .. -tftl Oftl' U, ftw 
Pl'l• tkoN ll t,IOI - .. 11 ....... -.,.... ..... At 
lan ..,... ... :c.,.1:r111 ~~e..n. totlOP •• •••tJ••Ifar 
1a ...... ,.. 1 ..... u .... 

I, .. ootl•tol arit aftUollle .. tko _, of f!l' 
...... la la ,... -..... .. ......... __ , u -
.. all •'-~•':!{ _. la ua;rl"l- to otbll• --•• ** 
Olt.laa ... ,i ;la "s hllllt tko wl-.!•.J.,~·-~-• 
neslllilllo. •o1t11e1P 11 a. .. .., oou.- - - -­
awut ot pU la rna ...,. ... 

A, ,,. -.o17 tket por late tho uauta ..... ,_ 
pn•oto -..... .. of J .... l..,. oat p14 lleft ,tu ,.., ... 

" 

• • • 
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tRCIII .AMZ10&1l :11111& .. 7, OhllJI6)t1A&, ChiD a 

DATi l IUl7 17, 194), ) P••• 

10.1 1211 

RofeHilOO Sb1;o :Dopar\Mld'o 812 of Jlll.J 9, Pan 1. 

DIU'1Jic a oall ea Dl', bll& ea hl7 1J, I 1;oolt 1;ho 
oppol''";!!{• 1a ao .. :rdaDoo Y1U ,.ar oaccoaUoa, •• lu1n 

l ol 

u Wo 41oouaioa Y1U Ilia 10o aab Rl'O ho ~ 
u4oratuA• thol poo1Uoa of 1;M 'l'reul&l'J' Y1U rocu4 \o 
n o roY1o1oa of 1;ho 1941 11&1"0-t. !'ho 1JQrooolAia_.. 
can - 4oUllora1;o1J, I ~ - waa 1;ll&1; OlLlaa wao )IU por­
UOl&lorlJ ux.iou \o li&Yo a naliWaaUOD lMao Ia 1;lala 
I pro- ho UT lar&olJ llo J..OJiac tor a Hrp1alaa 
poal\1oa. Ho 1a1;ba1;o4 aloo tlla\ oorbia apoo1t1o 
tho&&•• 1a 'ho 1941 11&1"0-t ..U 'Do aako4 tor '117 
OIWia, b~&1; ho aa•• ao 1JIA1oaUoa na1; \h .. o •hoJI&•• 
wolll4 'Do, 

• • • 
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Sfl!IC'I'LT CO!Il'Jllli(!'UL 

PARAP RR ASJ: 

A u lecru of Jill¥ 17, 19~3 troll th e Al'lorican l mb&aq at Chungjdng rea" 
oubatanUall1 u follow.: 

llr. Adler of t he Treaauey Dopart110nt haa b .. n ld.nd tllOIJ&h to :f'u.rllioh uo 
ollb a IWII&&IY of General1uillo Chiant: Xai-ahelc1a boolc on econoeica. le axpoct 
to ... c1. tbb aiiiiiOal'y to tbe Department b,y u.il aoon and alto to aend our 
tranalatl on of tho boolc in due couroe when 1t It coooplotod. In tbe 11tanti•o , 
the followl oa ,...,oranclum of comment on the boolc hat aloo bien turnhbod t o ua 
1>¥ llr. Adler. 

(BiOIIIIIIIiO Of CCIIIIEliT), 

l. 'lbo book wu written b,y ! eo, a cracluato of tho I~~per1al Uninrolt)' 
o.f !oqo and for~~or Profenor of Bcono•io Bhtoey at t bo Jational Unhoro1t7 
of illldoc. Bo lo aloo the author of China'• Duti!!Y• !ao feelo anUpatbJ 
toward. both lutoroera and returned lutern atudeota, which -.r be due to hio 
biiQ& a Japanue returned otudeDt. · Blo book on Ch1noao Bcono.tc BiatoJ')' 1o YeJ')' 
uonoo, Ht baa a rop.1tat1on 1n tbe acade11ic world of beinc ooanhat crocll:­
bralnad Md of beinc pt.&iariotic and oclolhtic. Joth of thooo boob, Ch1nooo 
l conoalc1 and Ch1na' a Deatigr, ar~ poorlf written • 

• U the pruont time To.o i o lhing with Chang X.l-ahek'o c1ooeot oecrotaey, 
P.L. Cbeo, During the oarl1 1930' • be wu tbe rlcbt-hand u.n of lang Oblng lei. 
b 1940 ho como back to the ChuncJdng told. Bh rouoo for dol"f: ao wu that 

• . . 

tht Central GOTOI'IIIMint gave hla eoro 11oney than be received from tho :p11ppat 
conrlllllnt, accordlnc to pa:plllar repart. Tho rovolationa which he ll&de concorn1ns 
~aDklnc oold ouccooa:f'u.ll1. 

2. !ao'a lotoat book ud aloo tho one whi ch preceded It are a part of a 
Q'lttaatlc and del1blrato campaicD t o aalotalo that t ho culture of China Ia 
IUperl or to that of Ieaton> countrlu. !bo Oo'IOr .... ot Ia act h•l1 pro.otlnc 
thla caapa.lcn, aDd ! a o to i to chief thoorlat. It la another rofloctlon of tho 
pl>aaoa of • ord&llt aDd 110rbld nat1ona11o• whlcb aro bel"f: currontl1 oxporlencocl. 
1>¥ t he l uo•lntanc. I f thlo Jcind of aatlonallo• lo poralatod in and oncourasod, 
1t 11111 oot 'bo .,..,. eooducl n t o Chioa'a whol oboartod cooperation 1o tho porlod 
folloolnc tho war. !bote who toll:o part In t blo cupaip, It ahonld be notod, do 
oot tall:t tbo trouble to aaoq proofo btlt allele to auortlon and relteratioo. 

3. !ho book obooo a dofioito Faociotio tondoney in 14eo1osr. lloatlon of 
official attitudoa with which the book it poraoatod ia not encourasiDC froa tho 
lt&ndpolot of t he dovelo:tment of Ohina'o deaocraey. 0 ROMDtic ldealh• h tho 
do~tlnant ooto with ludicrouo faloiflc atlon of tho blotoey of Ohiaa. There 11 ol&­
D!fioaneo in t bio cooneetion 1o tho tact that tho loatora ocoooalot who• tho author 

' Repotltloo hao boea r oqueotod. 
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•loclu out tor praloe lo t ho Auatrlan ! aacht who dhco.,.rod In Adan lluller'o 
rountle u cUanalbD a JutUficaUon for a Jaaeht otand. J.dan lluller wao an 
utre.,. Genoan naHonal lat of the oar]¥ nineteenth cent\1%')', and, Incidental]¥, 
bll doctrine 1t considered aa beneath conteapt by all coapetent l eatera oeonoatota. 

4, The Intellect ual leYol of tho book It oztroao}T low. It contalne no 
11cn of aQ1 appreciation that oconoalee I t an Integra t ed and coher ent dloclpllno 
acd co dan of reasoned or oyetoa&tlc ~elo. Tho whole approach lo pro­
oclont l !lc. Followtnc are the moot Important pointe which are worth cosnentlng 
upon I 

A. In cenoral the eeonomlca dlecuttlon It baae d on Chi lu Chi, Chl nott 
cbarac toro which wer e !lrot uaod by tho Japo.nete to tranoWeaeOii'Oottco Into 
their 1~. 'l'ranalatod 11torall7, thoeo oharactoro ••an tho oupp}T of 
tblnct and tho aana&eaont of tho world. 'lhon tho10 charactoro are t aken 
lttterall1. aa 1a done in !ao' 1 book, the reeult l a &D errone oua t.apr.aalon 
concer.aJ~ t he conte nt a.nd acope ot econoalee .. tbe 'leatern world '1.1tlderetandt 
the-a. 

ll. Tho book baaeo lh dlocuatlon of oconoelco 1D Chl .na prlncl~lT on 
acat tered oo.menta coccerniU« econoaic pol i cy contained in the claaal ca and 
hlttorloo of China. By no a oano oyate~~&tlc, t hoee c .... nto do a ot Juatlt,r I n 

• . . 

&of w~ tho thot lt that thoro wae a ochool of oconoalct In China or that thlt 
tchool of oconoalct lo oupor1or to tho ocono•1c t ot tho 'loot. Uelng tho Old 
feata.ent 1 1 apora41c comments on economic pollqy aa a baaia for an infer ence t hat 
• Bobrow t cbool of oconomlca oziotod would bO Juet at l ogical, and it would bO 
more loc ical to Infer from Plato' o and Arietotle1 e • tlcutelone concornlns tho 
theory ot valuo and of economic polley that a Grook eehool of oeonom111 td• tod. 
A complete lack of undorotandiog of oconomlot aa a acloneo Ia aloo· bttr~od by 
tho llttinc of a f ow prime mlnlotert at t,rplf71nc Chl not o oeonoalca . Botidtt , 
SW> Yat Sin' • wrlttnce and their boarlnc on oeonoal o polle;y are froquontlT 
rererre4 to. Ho.e~r. that a aeparat• CbiDe ae ecit Dee of eeonoat~xieted 
would nonr haYo boon cl&laod by Sun Tat Son. 

(C) Tho boolc'e dltcuatlon of oconoelco In tho loot 1o little •oro than a 
cat&loc and h oopboaorlc It not Infantile. 'l'ht concluaion r .. ched IV tho roaUr 
h t.hat !ao 414 not t ake tho trouble to btco• taaUlar with tho actual worlco of 
tho principal ocon011!oto of tho 'loot but merely loatoc!. throuch an ole .. nt&ry 
hrtbook on tho h h tory of ocono•1c tbooJ7. Bo ulcoa no effort to claaai!Y 
l eatern ecoao•ica accor41D& to achoola, ae4 hit 41acuae1on ia i naccurate 1D the 
dotailod naluatlon of lndlYidual 'lt~to rn ocono•ica &I well ao on general principle. 

6. The publication of thio book would add nothing to tho r eputation of Itt 
actual author or I to oatontlblo autbo~ . and It i t not aurprlolng that I t ft&a boon 
withdrawn from llaltod circulation. 

(END Or CCIGIE!i1') . 

A parapbraao of· thlo tolecraa ohould bo u nt to tho !roa1ury Dopartaont. 
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Information r eceived up to 7 a . m. 17th July , 1943, 

l , NAVAL, 

Early this morning Motor Torpedo Boats tor pedoed an 
Italian Cruiser which had passed through LIF.')SillA Strait 
ma king for TARAtiTO• One E-Boot has been sunk; one 
probably sunk and two severely damaged by !fotor Torpedo 
Boats in actions in the Strait of UESSINA. On 15th ,• 
one of H . ~. Destroyers drove off E-Boats attacking shipping . , 
east of Sicily and sank one of them. Anti- aircraft and 
Coastal Defence Batteries are nou operating at AUGUSTA. 
One of H. l.l. Cruisers was torpedoed 16th east of SICILY but 
r eached port under her own power. 14th/15th one of our 
lfotor Gun Boats was sunk by gunfire from shore batteries 
i n !.!ESSINA Strait , 

2. AIR OPERATIONS. 

~ffiSTERN FRONT . 15th/16th . 

!roNTEBELLIARD . 374 tons dropped. Bright moonlight 
cl ear visibility. Bombing well concentrated on markers 
ground defences negligible no searchlights , Four transforme 
stations in Northern Italy each attacked by six Lancasters , 
t wo of 11hich were lost by collision over objective. The 
r emainder l anded safely in North We~t Africa. 16th. 
l ~rauders dropped fifteen t ons on ABBEVILLE Railway Centre 
and Spitfires provided cover and floTI diversionary sweeps 
scoring 3. 1. 5, uithout loss. 16th/17th. Aircraft 
despa tched transformer stations near 'ULA!I 18 LIJJIICH 6 
Leaflets 7 .~.ntruders 12 , No landing reports yet from UILAII 
Aircraft . All others r eturned safely , 

SICILY AND SOUTHERN ITALY. 

14th/15th and 15th Allied Bombers dropped total of 324 
tons on NAPLES Ha r bour and Airfields causing considerable 
damage, 14th/15th. 48 lJedium Bombers attacked PALERL«>: 
lrellingtons sanl• a ship and set on fire a destr oyer North 
l!:a st of SARDINIA. Tr1enty fighters patrolli ng over Eastern 
SICILY destroyed 12 enemy aircraft , 15th . 595 Bomber 
and Fighter sorties floun, Radio Location Station I!ARSALA 
bombed and coomunications continuously attacked, many enemy 
vehicles dest royed or damaged . TORlaiiA Harbour also 
bombed . 

Z!. 6 1w 6· 1nr ' 
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-<ASUkl OtPAR1~£HT 

rollowinc lc: supplC':!Ientary reswne or oporot.ion~ ovont.e covering th" 
period lO<h .. l7<h July , 19k). 

l . ~ 

Tho llo.:~o Fleet oporat.cd off NORWAY a1.1 a d1vors1on to S1oU1&n opera­
Llonft , [t. "'11"' e1Uht.00 and reported by a roconna1Baance o.lr cral't. •hich wao lo.1..6r 
: ho'. :!~ by ~n ALrcrart. from one of H.M. Shtps . S1c1lhn landintt• were covered to 
,;e, t.r u'd nnd tn t OIHAN St:A by H.M. Bat.tleshipe , air craft carriere and cruiaor:s . 
CLo:.>~ cun c:upport. wac provided by H.W. ond U. S. eruitora , d tat.royoro and Hght 
for;:e:t. CA1','JHA, ,·~uCUS1'A &nd I'DMi" &lllllo·r t.o.rgot.a havo bttn bocabardod ns roq,Jlr'lt! . 
J.;.,.ou!;h hoavy ahl.,_ have boon &een with ateu up At GEliOA, GPaZIA and 1'/JtANi"', t!. 

r...; teen no lntertorenco by the Italian Floot. H..lt. Dutroyord sank one £-boat et.!:r 
o( wlClL'f. H.M. M.f.B•a. torJ*l04d one I t.a.ltan Cruia-or, d1ot.royocl throe &-boht.$ 111 
j)t'Otr..tly aa.nk o.not.hor and daaa&:e<i three. DlCIIlY airontt aa.nk ono u.s. Oestroyozl'&llli. 
on• Mly llii~><od 9rltllll h<>opHal ship lOtb (all peticnta "''""oct), and thor<> hov~ 
tce:a ., few cao:u..'\ltlea uong tn.nsport.a and: lt,ght craft.. H.W. SU.tearlnos rcpor~ twc­
Z.ipo Ntlk Mit. or CORSICA, one escor ted tank..lr 11unlc off DA.RDANtl.LES , three caiquos 
'"'~ in DOMCIJII.St. 

SIJBMARUfZ WARFARE. Summar y of anti- outaarino att.llcks in July 
up to noon U.t.h July. Numbor of attacks by o.ir craft. )8, by c•rricr-bom.J a.1.Nrnft 
nil, by • arahtpa 25. Sunk o.nd probably sunk by aircrttft. 9 , by worships nil. Pos­
.;lbly cunk by worahipa 2, protebly dama.god by :lirernft. 7 , by wa.rahipo ). Pou1W..v 
di).Mgod by aircraft. 4. 

DH !PP!NO C~SUALTIES· Prom lOth to 16th 10 oh!pe woro ropor tod to h3v< 
't<lon t.orpodood. A Brlt.1oh ship aost of tho CANARY ISLANDS; a U.S. ehip1 probcbly 
tf llubDnr1no ln tho Sout.h Atlantic; a Brittch, o Grook and a U.S. ohl.p i n South 
{n!lh.n. Ocoan; 1n tho lo1odltornlnoan o. British ship woo cunk probabl,y by outmarino; I 
or.v &rltiah And 2 U.S. ehtps in convoy were torpedoed bu~ roochod port eatoly and n 
s:,o,U fur-lt.iob oht.p we.o eunk in 'Tur kish territorial watoro. tho U.S. ehip r tiJ.IOrLed 
lut week t.orpodocd w1 th a Norwegian ehip in convoy orr thu Sf. LA~C£ but a till 
t!'lo-1.1'.. f:U t.orpodottd oft t.hl AMAZON $.nd baa noW wnk. r.o lar;v BrHilh U norG and 
a.nctt.ha.r Britt.Ah ahlp in convoy were sot. on ti.re by aireraCL wost.-aout.hwoat. of WE 
rt.I.,ft.:aki.. 1'hu r1rat two woro sunk b7 01.11' rorcol 'but tho \hlnl Nached port. . A 
Etlthh ship wu daMP b,- nlrcra.ft off cAPt s-r. YINCflf'f but ablo t.o proceed . In 
J~, ,. Honr•c ian ahlp is now known to M•e bocn crunk b/ a Raidor north,.est. of 
T':~n..£ W a Portuguese ship .r:ts Elink by at..no or torpedo near tho lU.IPHOS'G £sl....,,r~ 

ln SlcUian opont.lon:s ca.sua.lt.ies by olrcntt. 'tfOtO ono British 
... b1p ; unk And -.not.hor d.u.:lgod , one British, on• Dl.lt.ch ~~ond. ono u.s. Ship sunk, 
ar.c 0 • .;;.. ship d'UI:II(l:od t.n convoy and onf: u.s. &.hip sunk by a.n unknor'T\ causa. Ship,..i~ 
~o:J~t:o 1.J\ Juno tror.~ .tn\IID¥ action at. 118,000 t.ons •oN tho lO'fi'OIIt. alnco November, t.C

1l. 
~~·bona acc()Untod tor 101,000 tona or total. only cmo ship e-w1k by U-boot t.n t~ord· 
nt..l.&nt.ic . S t.ankcro lo1t, tot.n.lling 33,000 t..on3. )2 ocoan canvoye a rrived at. dot-­
tin'lt.ion "1thout. lo&ul • 

.l8AR1i· leporto ln convoy int.o UNITED KtNODO.M liUOk \jflding 9t.h .. 
, 1.7 ,000 t.ona, of which ))0,000 oU. Gorm:t.n t.a.n.kor t1hich untore<t AEC£AN 6th roporLf'l 
r:unt ott' 'f~E:DOS on 7th . 

~ . !HL11'ARX 

~· Gorean forces in SICILY at atArt. ot opo"'t.lona uountod to 
t1r0 div111ona with o5ti<:IUt 200 tank::;. HOl"AM Goorin£ Olvialon in Ea~t.orn ::rcn,t 
r o!C:..nt.ly Neor.at.ltut.orl aft.ur losing halt lt.o st.rcn.&Ul ln IV'IltU. 

lStb hns~r Vlvialon in r.estom SlClL1 b- Ut.v..:! Lo be for.od f.f"'O::: 
various un.it.a, 1101L or wtolch arrtYOO tn Iuland cturt.ne peat. t •·o DOntba. R~.ovlva l or 
l Sth P&nu r Ohhlon ~lch as \Ot.:lll.y lo~a ln Tu.Aio la proa~bl7 du4.> to ~sane ~t 
PN s tl,e. AL outbr"-'-• or oporatlons It.all&n Garrtaon 1n :ilCILY concUt-od of 5 f'!..J t! 
J h h i eon.l alt.1.':at .ct atra tAlieal poln.ta 1.n.ln.nd 1n eounL!'.:r ... t.t.')ck rol.,; a.r.d ·• t1rst. llr. 
d~r~~e~ provld~J tt !iv~ Co«ot.al ~lvisionc, c~~neth ot lat.t.or oatLoatod ~t llt ,~· 
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-r: far oM rtold. Oivltion and at. leaat. one Coeot.al Dh1.1ion 1"0\lted. Selection of 
.o tt••'- cornor of SICILr due to nocessity of harl.n.c continuous t'ifbt.ur covor o-rw 
.. ou~t:d d.arl.n£ 11\lt.ial Landings. O.X:. and C&nadian Porcu (r4<:onst.1t.ut..od 8th ;\J"':Q' 
;_,; G~I;J'.U. IICHroolilM) given t.uk of a.lslng Ea~< C.,.t, oouU!nrd fl'<D SJRACIISL 
,
0 

tnclod• t'i.CHDIO P->nlnsula. O. S. 7U! ,\raz undor GDU!IW, PHIOII gtv.:n '"" task 
o! !it.:t11n' f\art.h•r we:st. and sahtns a.irticldo at COJUSO, 8I&c.\A.J1 PO!tf~LIVO G:nc! 
... IC. i;.. ,., •. ult. pr .... e«!od by landing of d'r1t.1sh .t11d.1tr-borno troops blhlnd Snt:.Ci.!St~ 

u ..... ,..,,...chuU:u.s north ot GELA. In s-,lw of high wlnd loeso:s Nmarltably liJbt 
•..td ""''Q:Jt. obJiolct.ivoa eapt.urad. Soabornll lo.ndtn,se allght.ly dOlll.fod but 1rit.bin J h.ot·r 
of lnnd1nl \ol.nh Md a rt.lllery wore bcin:; pUt. na.horo . 0'11111.1 w\doubt.od.ly unpr.:.(X.' ' .. ! 
A.t)d eonruaod ~• to oxt.ent. of attack. Roaistaneo omall on bo~tchos l'll'lll Ol'lly ali&b~ 
opj!Odt.ion t neount.oJrod and that chiany by u.s. t.roopo in CF.:LA orca . Shipping 
lo:;ou unoxp.lct.odly lie,ht. 

~· Guecossf'ul reid on UAUf'ODAW on St.h by ono company of U.K. 
troop3. Abou~ 20 J oJl4neoo kiU•d. 

j . AIR OP£f!A rl01lS 

WESf..r?l ff!Otn. Night . 1,084 c:ort.ioo, 42 uitocrot t 111inins: . Vt)ry 
:u-:cont'Ul attacks on UCHiN and ·f'ORIN. Lat.t ... r t.h .. h~o~,p. v1.•ltt opent.ion by hooc­
~'.:.d alr<:raft. on If;J.Y yot. underta-ken. ••o~an.:u.u~RD reid alao succuatul.. 
! ... Y .. ral d.ir..;act. hlt.a on oucnt.W pcu'ts or PI).UJolOt. Worka. • . -

Ooy. Hoavy attacks lr/ fort.Nsa.aG on Fr.atch o.lrtiolc!o , total t.onnag.) 
droJ>I>"' • •e•..Sod SOO .ano. Saeller raid by R.A.f. U&'l• and fl&'lt.or-~bers "" &I• 
!l~ld:J ond nUwoy C6ntr iO in fJW~CE. Ba3u1'1&ht.orl lt.Nek coatt&l shipping off 
.Ot":-i\'f nnd Nort.h~m f"RJJICE. 

cna;y . Over ) .nights total of a bout. ~ aircraft. o})o)ret«t ovor 
.:"ct.Jm and Sout.hortet.om Counti.,s . tlo oftcctivo conc~t.rot.ton wao t.chi•.lVod i1nd 
Jlbf aJ.rcrA!t wer e thot. down. 

MlQI1Zf\RAHEAN. ln support. of o\lr l•nding OI)'Ot~tWons upwonla of 
tort.illa a day wore flown by tlgbt.or s, pt"'t olct.ing convoytt , pot.rolllns land ing 
md lmrbouro , oacorting bomNrs a.nd attacking W\•.IIJI.Y t.roopa, M/1 ond gun conci:!nt.ra ­
Uono. A.llhd Bombo1· Forcoe malnt.tl.inod h(!avy a t.t.ach ucalnot. nlrtl•lds , ports, 
( trry turm1ndo 1 reilwnya and mill tory concentr at.iono in l'rALY Md SICILY, and in 
S'Jftport. of aULt.nr.v opcra ttons . Out.et.and1ng wore t.ho succooofu.l att.acka on MESSil"·• 
,I,.PLt:S, RC:OOtO 11\nd S(\tl GIOVANN I, and t.ho dcatrucUon by U.S. Liborotors ot the 
Jnt..0)' 10 Sl cillan H.Q. at. 1,\0RliiNA . or tb\1 Vilry tmall botn'bur rorceo which tho anc..y" 
o.,.r~t.\ld At. nla:ht., 6 a ircroft 1Nro dostroyod. by nir;ht. t1£hwn. At aea aircra..ft 
'-".Ilk bra CGt'CO ships and ono t.anker and l o ft. •not.hor t.e.nkor nd. ono do3t.roycr on 
flt\o, P"roa all ltl810 Opi)r&t.ions 47 All.iod drcr.aft. ..... •ltolnt• 

~· Ower the KORSl Salient. tho Ru.st1GJ\ Air force ns 
'!tot::·c«t 1n d...tfontlvll ti&fttor opun.t.ions and in cl~o eupport or \.heir ground 
~t\l' .t •et.hU.y wtll uint.eined unt.U tha ond or tht wotk ~en bid W'tlllt.her set in. 
;l-.u ?.u.n1en11 hav~ sueeeodod 1n holding their OM'I opinlt thO Goraan Air Foreo • 
.;. f'D"Ln c.tr OJN~\.lona wor e allo inwnae and durinc tho flrat. few dati or t.hoil 
o!'r~nsiv.- probably oxeooded lSOO ~ort.ies p;Jr 21. houri, o.lU:1~ lat.Jr reports :J.: -
;;4:1t. t.hin acol., has eubeoqucnt.ly fallon by halt. 

1.. i:llfR/,CfS ffllM PHOT9GM?HIC MID Im'fOL!,IG!NO£ kEI'OR!S OF At,I.IEJ! AIR AT-tACKS 

}\VPP£R'£AL. t~ow confimod t.hl\t. d moot. omt.iro w(light. oi' hoavj· nt.t..a ~~ 
on 29 th/30t.h &loy roll on BARMtl~ v;horl) &ma;o ic nmon~ gNnt.oot yQt eocn. _ 90 J'>Cit' 
e·mt. or t.ho rull.v built. up nr~o.s nnd mor o tM.n h'llf or t.ho louc congCiat.od to Nan 

rr dovaot.t. tud. 
OOSQY,.OORP. final usess.mt'n t. of da~MCO ahO'JJC t.Mt. t he tovn has be~n 

h vUy dllVnDti• t.cd by rtr.., and H. £. , ~epuci&ll)' 1n tho bulinOOI cont.ro. OUt. of,., 
d ruttud r"cl.orillo, 5 fl. r• of greet. i mport.anco ft.nd lnolUI'I. l oJtl tlin& produ.:e r.; o f h :-·, 
Lc:hln, t.ool.a a nd h~J,.vy n.ra:w.mt.s. ~t.i»St...d )5 per cllftt or Wllt up uroos doa· 
troy.xl 4t nd ?6 ,0CX) ! 1ailha t-.ocali!ss. 

~- Ulhough l.n Cirat. ph.ototnrtla btt.or at.taek t.h-.l tovn is 
L.rc,ly tu.dd~n bf" .~~ u . io obvious tbet. 4'\Ao , ., h v J"'t J,.,.,,vy otpt.tc:hlly t.o ifl 
dUJt.rt and lnclucS ... o r -.,e!.ori o:. ati.ing W,;:t.U. Dl' .cb11le17, op• lc.'ll clan '\nd 
..-ul.-tnt.. 

YIU,.JXt{Mt\Y. 'Oely ~t.\.ed: l.Ltb July. About. J.,.."''Q crot.ere wit.bi.n tot!'! 
lrflold 'xNnc:bry . s .. vo~ d.o.cca to J.ueo h2nt.-ar o~ to d....a3c4d 1\irc:rat't uon& 

wrcc.kac•· DlrM:t. h.lU on run-n.r ruu:l nn rlr r .1ld ahoo~lwr. 
Li. POfJpcft. Da7 a t.t.ac'k l.Lt.b Ju.ly. Ultny cr\t.or:s ~ d .rtt• ld am;. 

:,.,r:L~.C. SOIM KAI\C"~rt d:u;asod. 

~. HOi!! ~!XVItliX 
llstitMted et.villo;.n eo.auollo1oa wt~ck ..ndtn,;: Uth • killed 1L5, serl­

OI.IIly ' ound.ad :'~S6. 
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offiCE 

~ECRETAI!Y Of TREAS~Y 
~..gi't..'tcm: 
~·l.o. i-"9; l Jl 19 * " ~~ 
;,l'lQ.~~.2l1 

,1tASlii1~JI'I~II!ei'O'CII up to 7 • ·• ·, 18th J\llJ, 194) , 

On tho nicht or tho 15th, 2 of H •. .• ,.i.nea..,cpor o ""rc al1gbtl1 do...agcd in 

on air ru14 on S!Jl.<Cl;SE. 2 U.S . Cruisers 11ith one of K •• , .M<>oitore b<IDbal'<lod 

.~L.. ttT¥1 J.CRICt~iTO. During the act.ion vith tho It.l.iln Cndacr 1.n ,~INA 

ttarl.y 17th, our lieht torooa utteckocl • oonvoy of) Coaster s 

c•cort.cd by 2 troulora off tho Dtrrc:J:I Coast end aonk 1 ah1P• l.4tl)r othc.r 

~nGt.O' veeaola •wor ontly cngagod. survivors ot onOlli.Y C01WO)" nor.' aot 2 on t i r o . 

5\ralt 1?\h IIOrninl o ntfcrrcd to 1n Optolllo. 2)4, ono ot our .oOtor Torpeclo .., •• 

Boat.a .... ,,'J\1( by pn tiro. 

2.~ 
Jj>.ll.SILmo;rJ:. 1?\h. At 4,30 a ,a . , aacono<' Special acau­

rightora ott ttOR AY made acYonl hits a;;ddahipa on a 2 1000 ton ahip rrhich 

\laa lett. uoU on UrCI. A total of )29 Fortl"Oaoos uoro aent. out but O'dl\8 to 

adv<>rat lfQDther wore rocall~ 8Jlt. 275 uado no att.oGk. )l dropped 6S toM 

on obj~ct.ivea 1n Uorth,teat GfkL.A!fY and 21 drop~ 4S t.ona et tho J?okltcr air­

era!t tactory. i.i.S1'\:.RDA.i • 1 f'ortreGs uia:tinc encl 1 oruhi.A. Cr<>v a..tG. 

17th/18th. Aircraft 4copo>.ebod: tnt.N!"• - 23 (1 aiaalne), 

a1rcr.1 ft. 'b.JMbcd ..1l'!'l.ZL. Jiar'boul• eausi.."''g ,_,10 ).argo tirctO• Cl"''\. .. r e port. 

auccoaatul otteo):a . 1 aircriltt ;:dosi~· 
W.l.L.X a Ill ;,o"l'Ht.,.'i..J.1&l· l5th/16tb. oUi>>ttona ottocltcd 

4 o1rC1ol 4a on tho , 181-n.lencl , 110 ._1(i'.iW.1 bOl+llKr, att.eokod r oUtJ6)' CO• 1.1 unico.tion~ 
and bo111lx.t on4 MOCh1no gunned Ja.otor tronaport. 1.n Ctnt.r.tl anc! !lortheaot $lCIL1, 

.mt.l· shirP.L"'C - 7, t.Mfiets - 1.. 
~Y. 16th/l.7th· :10.0 baaed Ltoncut<;ra dreppc<: a 

t.otal of ··out 48 t.ona on t.ransCo.rutr awUoM il er u.. ... ~ and it.Jt .-.. One 

Railt."IY crou1na ut. AOR.\NO ma hit. 

16th. LiboNt.crs dropped \00 ten:> a~ IJ.u1I airC>cJ.<! . 102 

For-1.J'.i.OICI-I \101 bot \.ho terry torui.n\.8 ot S- GIOVNt·J. racortet· .1t.c: .. llo 

aU.eck.C: VlDO ·1~ ,t...\ ai.rfi<.ld atr 1 .:it.chclll bo ,bt-d; VjJJj\W.._~. tru,..~ 

caatw.l\.ie:e: 1), 7, 2. ,.1Ucc1 : S ! .i.ts ln£. 

16t.b/l?t.h. ln cnc:.a;r air n.t': 0'\ ..,u-.w·~,., t.t};,lyY ac.rv1c• cas'J.ll ­

d.u ceuaoe" 1n o .(1 or .:. .. • L.w ' a.l. Regraded Unclassified



I haYe rat erred 1""1' l-'WI' ot ~ 5, to rr-1, 
, .. aDd t.UOW .... of tbe lut. date p l enn:l. 

oo-it.\ee tor epMCb•• We all Ul.illk the plu e-' 
tertii 1a a ,ood -. aDd bope it. wrb • 

.. all moor 70\l are not. ..,...,.'"'•• ...s- all 
ahara yov d.Mire to ban tb• cloDe eb.ad ot U... 
u ..... .,., tbere - al•TI to be OOIIIIlJ.oet1- tbat 
k .. p ,.. ti'OIO cloin& it, but it 18 a WOrth)' ala. 

I thillk n wUl ban to 11ft to&etll• Yflr7 aoon 
to a-' reeq t• the tirllt apaeeh 1A tba !bircl War 
Looul. .U aocm aa n decide ....S• -t. ca-t.ano• 
the apaaah wUl be ...Se, rr-1 will 111•• 1"" a ..U. 

SiDoaHlJ. 

188 

• . -

llr. o-p Albee 
lhit.a s~ ICIIIH 
llollt.e l 

· ~~-~v copy1~ompson. 
File in Diary . 

Aooord, ._ York 
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WHITE II'TONE HOU8C lltDUTC 1 ACCORD, NEW YORK 

Hon. Henry t.r.orgenthau Jr., 
Secretary of t he Treasury 
Main Treasury Bl dg . , 
Wash ington, o . c. 
Dear Mr. Secretary: 

5 J uly 1943 

I have received your kind notes - with 
~ usual astonishment t ha t you should be able 
to find t he time to dictate t hem. 

If THE CLUE TO HISTORY does as muc h for 
you as it di d f or me, in revealing t he deep 
springs of motive underlying th is war, perhaps 
you will also care to read another book 1 have 
found helpful . CONDITIONS Of P£ACE. by Carr 

both or the autbors, 1 believe , are Scotsmen 
-Is the exact opposi t e of this first book. 
It Is as objective •• an engineer's bluepri n t; 
In fact, it is exactly that1 a blueprint of 
a plan for the postwar world. There have been 
pl ans aplenty; but Carr tel ls how we may arrt• e 
as a postwar balance . He offers a method and a 
•state of mi nd ' necessary for t he method's suc­
cess. 

E'!: 
1 wonder It you will ask Fred, Ted and 

fe llow members of the Last-~lnute-Piannlng Com­
mittee For Speeches (speaki ng of plans ) If the 
following meets with t heir approval : 

As soon as It becomes clear wha t points 
you wish to get across In the first s peech open­
Ing the new drive , 1 would be very happy to come 
to Washing ton and work wl lh Fred roughing t he~ 

•• -
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-Z-

out. Then, taking them home with me, 1 would 
prepare a sort of basic manusc ript, crammed 
with Churchillian figures or s peech and sundry 
other splendi d bits of literature. 

It wo uld then be possible to use this 
baste manuscript as the central foundation-pier 
on which to build t he ac t ual speech, with Its 
new matert al , when we all go to work later. 

I hope nobody will Interpret this offer 
as a complain~ on my part. Fred knows me well 
enough to know tha t It Is nothing of that sort. 
lt Is only that speeches put together at the last 
minute sometimes sound as If t hey were put to ­
gether at the l asr-mTnute -- and that Is some­
thing we do not want to happen to anything re­
presenting the Treasury Department,of all Depar t­
ments! The Treasury, like the Supreme Court, 
stands f or soli dity . 

• • • 

1 may be In Washington on Wednesday the 7th. 
If 1 get there 1 'II try to telephone to you. I 
have a new story for you. 

Klndes~ls esri. 
,»L 

Geor e Albee 
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TREA S URY OEPA RTME T 

INTER OFFICE COMMUNICATI 

OATE July 19 , 194 3 

TO 

BubJeot Federal Re erve Board t e r the 
Treaaury Billa 

'l'he Federal Reserve memorandum of July 13 reoommenda 
that the entire outstanding amount of billa and oertitioatea ,•. 
combined be eta'b~ized, tor the time being, at ita present 
level and be refunded into a nev aeries of 9-month billa tor 
vhloh a 'buyi.ng rate ot 3/4 of l percent voul.d 'be eeta'bll~d . 
!be nev billa voul.d be issued as the outetanding aeouritiea 
mature , 'but at a rate net to exceed $1 billion a week. The 
memorandum also recommends that the maturity ot nev 2 peroent 
bonds be extended trom 7-l/2 - 9-1/2 yeara to 8-10 years and, 
it neoeaaary, to 9-ll or 10-12 yeara. 

The purpose of theee ohangea is to narrow the total 
spread in the pattern of rates ot aeourities available tor 
bank purchase 'by increasing short rates and decreasing long 
ra tes (or at least 1noreaa1ng the term of long securities 
ot the aame rate). Suoh a reduction in the spread 'between 
short and long rates is stated to be neoeasa.ry in order to 
maintain the ex1eting pattern to vhioh the S7atem is com­
mitted. 

Aa evidence ot the neoeeeity of a reducti on in the spread 
or rates , the memorandum pointe out (l) that the Federal Re­
oerve System haa had to abaor'b the entire inoreaae in the 
supply of Treasury billa (about $2 bi llions) since the end of 
April , and (2) that the 2 peroent sector ot the market baa 
been very strong during the same period and haa nov absorbed 
the entire Federal Reserve portfolio of long 2 percent taxable 
bonds. 

I n our opinion the proposed oonaol1dot1on ot outstanding 
billa and oert1tioates into new 9-month 3/4 per cent billa 
Would be an unwise move tor the following reaeone: 

(1) The pattern of rates ia a means and not an end. It 
wae generally agreed by the Treasury and t he Federil Reserve 
System a long time before Pearl Harbor that th1a war , it it 
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shOuld occur, should not be tinanoed upon the bash ot rieing 
interest rates, as vas the case in World War I. Rising rates 
during a wartime period not only increase war coste direotl:r 
but also d1aoourage aubeoriptione to Government eecuri tiee a~ 
purohaeere tend to await more favorable terme on later iaeu81 . 
~s desire to avoid a progressive increase in interest ratee 
during the wartime period is the cornerstone tor the mutuall;r­
agreed-upon polic:r ot the Treasury and the Federal Reserve 
System. In order to implement thie policy , t he Federal Reeerve 
System ha8 e8t&bl1ehed and maintained a •pattern ot rate•• in 
the Government aeourit;r market. Th1e pattern ot rates, how­
ever, ehould be rtaved etrictl:r aa a means and not as an end. 
The end ie order l:r and economical war finance, not the main­
tenance ot an:y particular pattern ot rates . 

(2) The dittioulty alleged to exist in the present 
pattern ot rates is not new. ~be dittioUlt:r inherent in a 
rigid 1pattern ot ratee1 baa been recognized by both the 
~eaeury and the Federal Reserve 8y8tem trom t he beginning 
and, in oon8equenoe , the Treaeury bas ooneietently urged that 
the rigidity ot the pattern be de-emphasized and that the pat­
tern be kept as tluid a8 consistent wi th the underlying ob­
ject1ve8 of tinanoing the war ae cheaply a8 poeeible and of 
mainta i ning the demand tor Government securiti88. 

The tundamental difficulty ot a pattern of rates ie, ot 
course , that u· oontidenoe in the patter n beoomee perteotl;r 
established in the market, buyere Will tend to crowd into the 
longer maturities where the return 1e higher, vb1le the shorter 
maturities at lower returne Will find no purohaeere. The effect 
ot thie would be to increase eubetantiall:r the average ooet ot 
borrowing without reducing the real obligation ot the Govern­
ment to maintain the liqUid character ot the outetan41ng debt. 

'l'hie ditticulty 11 a long-run 41tticulty, however. It 
bee exieted ever einoe the pattern of ratee vas eetabllshed, 
and ita importance at the preeent time ie unduly magnified 
in the Federal Reserve memorandum. Actually, the apread 
be tween "ebort and long rates is muob lees now than it was 
during moat of the Thirties, and the prot1t1 trom •rolling 
down the curve• are ooneequentl:r lllllaller. 1fh1le it is true 
that auoh protite are more certain than they were in a tree 
market, 1t mu1 t be recognized that a great many 1nveatore 
have not adapted ·t heir market policy to the ex1atence of a 
pattern of rates· and otbere who have thought the matter 

' ' th through , are aimply unwilling to take s. chance on e 

• . . 
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pen1&Denoe ot the pattern, and ooneequentl7 prater the oon­
traotual protection ot a eliort-term obligation. Such trio­
t1one and doubtl will probably continue for a long ti.lle to 
co11e and will mal:e poee1ble the continuance of a 1Nbatant1al 
spread between abort and long rate a. 

(3) The recent abaorption ot TreuUl')' billa bl the 
Federal Reeern Byatllll !a not conol ualve evidence of unv1ll-
1ngnen or the marl:et to abaorb &aditioiliil lhOrt eeour1tiea. 
'l'lie taot tbit the Federil Ruerve 87etem baa abeorbed the 
entire increase in the amount of Treasur y bills ainoe the 
end ot Apri l doee not mean that the market wants no more 
abort securiti es. The market tor certificates and notes 
continues very atrong -- in faot , as strong, relative to 
the pattern ot ratea, a e that tor honda. The current sit­
uation in bille does i ndicate that the market haa enough, 
at least tor the time being, but th1a aituation doee not 
extend to ahort paper generally . Treasury billa have become 
a sort of eeoondary exceaa reaervee , and commercial bank 
holdings of t hem vary inversely with their need for reserve 
tunde. It i e not surprising, therefor e, that commercial bank 
hold1nge of 'l'reuury bill a have run ott dtlring the past two 
ncnths as their required reserves have riaen, due to the 
drawing down ot War Loan Deposita, while the Federal Reserve 
Syetem was supplying additional reserve tunda in no other 
way than by purchasing bille at the poeted rate. Ae ot 
July 1~ , the moat recent reporting date, 65 percent ot the. 
outstanding amount of Treaeury billa vas still held outside 
ot the Federal Reserve Banke . 

The evidence aubmitted in t he Federal Reserve memorandum 
seems to indicate that the bill market neede a rest, but goes 
no further. 

(~) The Federal Reserve Banke o 
least enou 
notes outs ng. 
aome aaeet dollar-tor-dol lar t or ever,- inoreaee in Federal 
Reserve notea outatanding. Bound central banking polioy 
dictatee that the aeeeta eo acquired ahould have a low earning 
rate, or none at all. During the Thirtiea the aeeet acquired 
by the Federal Reaerva Banke per contra to the increase i n 
Federal Reaerve notea vae gold. During the war per iod 3/8 per­
cent Treaeury billa provide a aat1ataotory alternative. Fifty­
tour percent ot the inoreaee 1n Federal Reeerve holdings of 
billa eo tar tb1a year can be aet ott against the inoreaee in 

• . -
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Federal ReaerTe notal out1tand1ng. Ir the propo8&1 to iaaue 
9-month billa were adopted, the loweat rate i n the market 
and the rate a~nat whioh ourreno:r would be iaeued would be 
3/~ or 1 percent . Th1a ie an unconacionable rate to PaT. ror 
1aau1ng paper mene:r. 

(5) The propo1ed bille would reduce the errectiYIDII& 
ot Federal ReaerTe control ot the mone:r market. la wa1 pointed 
out abon, Ti'ea1ury bllia are belng used to an inoraaaing 
extent aa quaai- reaerTea. Treaaur:r billa are now outatanding 
in the amount or about tl2 b1111one, thua proyid1ng potential 
quaa1-reaerTea or thia amount. Certificates or indebtedneae, 
vhich are not at the present time considered equ1Yalent to 
reserve tunde, are outatanding in the amount or more than $16 
billions. It the present amount of billa and oertiticatea 
vere converted i nto 9-month Treaaury billa with a posted rate, 
the pot ential amount or quaai- reaerTea would be increased to 
about $28 billions, or more than double the present amount. 
ObTioualy, the existence or auch an increaaed amount or 1natru­
menta available tor uae aa quaai-reaarvea would increase the 
d11't1cul ty or ohanging the reserTe poai tion of member banlta 
by the use or the customary inatrumenta or Federal Reaerve 
policy. 

~~~~~;~~~~~~~~~~~~~~PS~~~~~! pro-~ important 
tor the removal ot bankers• .and other balances rrom 

New York City and Oh1c&go by proY1d1ng an alternatiYe employ­
cent tor t heae balance~ at a guaranteed rate ot 3/4 ot 1 per­
cent . Such wi thdrawala might well be autt1o1entl:r large to 
remove the New York 01 ty and Ohioago bank a t rom the market tor 
Government aeouritiee ror aoma time to oome. This would have 
conaequenoea beyond i t a t\ollar uount, becauae ot the poaition 
Of leaderah1p in the Government aeouritiea market oustomar1l:r 
exerciaed by central reserve cit;r banlta. 

(7) Bank earning• are adequat e. The Federal ReaerTe 
aemorandua atataa that one reaeon r or the proposed change 11 
• ..• an exteneion or maturit1ea bJ commercial banke beoauae 
ot the need t or larger earning a, part1cularl:r b:r the aaller 
banka. • A preaa releaae by Mr. Crowle:r , dat ed June 22, rater­
ring to all 1naured oo.mero1al bankl, etataa: 

1At $441 million, net prot1te att ar tax•• but 
before dividendi rapraaentad a return or 6.3 percent 
on total capital tundl. Th1a rate or r e turn hal 

• 
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been exceeded only twice ainoe the eatabliehment 
ot the Federal Depoeit Insurance Corporation: 
1n 1936 when unusually large profita and reoov­
eriee on eeouritiee were reported, and i n 19~1. 
It 1s estimated that net proti t1 before i noo11e 
taxee were higher than in anl other year or 
depoeit ineuranoe except 1936.• 

As tar as the situation or small bank& ia oonoerned, the net 
profit tor 1942 , after income taxee , tor all ineured commar­
c1al banlte v1 th depoei te of under $1. 111111on amounted to 6. 5 
percent of ce,pi tal tunda. 

(II) The 1aauance of the proposed billa would itself 
constitute a aubatanti&l 1breaoh1~n the pattern or rates. 

1, it a 11portant to note t, o e etated 
purpose of the issuance or the proposed bille is to preeerve 
the exiating pattern of ratee, suoh iaeuanoe would, in tact , 
br each the existing pattern very materially. The argument 
seems to be that it ie neceesary to change the pat tern in 
order to maintain it. We see no merit i n thia argument. The 
whole businese or maintaining a pattern with a subetantial 
difference between short and long rates is eeeentially a rear­
guard action, in which it 1s unwise tor ths rear guard to 
retreat any faster than necessary -- s1noe, when it does, it 
muet recommence the action all over again on the new line. 
The l onger the ret~'t ;rom 3/g to 3/~ oan be postponed, the 
longer i t will be betl>n a new action will have to be started 
to defend the 3/~ line against a further retreat to l or l-l/~ . 
Toere ia no point in taking time by the f orelock, tor time is 
ot the eaeenoe, and a auooesetul rear-guard action will greatly 
reduce the ult1aate coat or war finance. 
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1. s~ ot atat ... tr\ 

f hh at.ateent oo11a11t1 pr1.-rlly ot 011 ..,. I.Ja h ot op.o1t i o 

reu rYea " ' 1ioh han be.a lidTOG&t~ aa a l lon.ble d tduotlone in the 

compu" t 1or ot 1axable 1ttc011\e. .A.a a baok&r oUDd tor t he dlacuaai oc 

Clf t t e ae tpeol t l c TIIOT'ftl• the , a nere.l r • aona f er wb loh ap.oia l 

• rt!J. r eae rna ha•• beeo propoeecl a r e oone 1d ~r·e4. l eaerftl han 

t 11n • d• o oot e4 t (1 ) t o aHW'o o~u1tablo tuat1o11 b) allow!~ coati 

olear l y a \.trlbvtabl e t o '*'• war to be otara;H • • a1Mt. • r rrrec,.a : 
(%) t o .-ko oort.li D that t h roO\UII't1 0D of ;>oocot 1J<o Froduction wi ll 

not. be re tard~ by oaa h a l- ort&&e a ; a nd ( ~ ) to weaker. l ncent1Yea t or 

raki ••& \.AMO Gnocio expe:ndS tw- ea d\.U"1Jl6 the •r• Theta t h r ee a pproc. ch ee 

ar e icl• nt i tt ed in t h la a t a t .-n t • • t he aooountir14 a pproach ,. the 2!!_h 
&pJir oa c h ,. a.nd t he inoentin a pproac h • 

.&.1. •~thor! tat i Te at1t.u.•nt ou t )-..e a ooouDU JI& • PJ\Toao,.. t o the 

j'rct-l ec ot poa t -.r :"II~TTII ta l b l «l •4le b y t .. Aa.r! oa n l n.atltute 

of l.eoounta.nto. Tho d oo1rab i llt y or reo"'Di&i ll& thoir r ropoae4 H a t 

ot 11 tpeoi t'1 e re11M"e1, pl -..• one other, u 4e4uc t1oca i o oo.puti• 
unbl o i noo .. 11 tin n d.e 't.•l l e d OCiltid e ration. The ba li o t eat which 

a uch rllerftl au~t aati a l')• ia tht.t of a oooW'Itinc a ooepte.b111 ty in 

Jr i nd p l e t.od. r ... 1b1 11t )' i n pr .. ctice. 

lilo:.t at t he p r111nt a t a t er.• n t OOftli ltl f4 & cli i OUt l lCl& ot t h e 

e.rte ::t to wh1oh t he pr o p oe ecl e pe c l t i o rllll"ftl •.-t t hi e t e at. Coc­

a1derat1oD 11 &11.0 &in n , h~•·•er, to the other two l ll'lertl approaot.ee 
wxler Wli oh r•••ne• laTe been propoee4 M c1 t o the probable 1tt eot ot 
ru~rTII OD \..he ooapeti t i n •t r uotu:re ot i oduatry. 

The pr1DD1pal oono l\&d.ona ot t ho t tro t.er..errt are t h at I ( 1) •d.., 
;uat e a tatuto.ry a u tho rity 1a c.CM an.il e.bl e for 'tt.ie cleduotion of t h e 

co1t a a.nd 101111 tor whio.lt t1TI o t U••• ·~cific reaerna han bN11 

: r opoaed1 (Z) ot t he r ... i nin& af eolt1o reeerTea, three pro~d• t or 
coatc &od l oeaea • hie t: e.re cot au.tti cle n tly .:.aa u.rable to ooaaU:tvte 
• llo,..b lo d e4uct1ou tor ux pur poa01 1 Olld ( 3 ) 1'\r t hor d oW. Ue<l 
ex~n,\ioo a houlcl be ei••n the tour r ... i nlnt r eaervea, D&••ly, (a ) 
a. r oter v" tor 1n..ntory p r1oe d.eoU.nea , (b) & reaerw tor d.et•rred. 
eai nte,... noe (o) • ,..,.,. •• tor roet.r r eoonnrtion coa t •, • Dil (cl ) " 
ru~r•e t o r ' eepal'$t1on a l l01t.a» .. t o - pl oy••• 41 ec!.ar, e4 a t the 

' erbinartoo ot t he 1ar. !'he oaa• t or t h••• tovr reaer 'ft• 1• a\&l't1• 

oie.nUy atronc that the Tn••UI"J' ..::t clea1re , a.t't·er r--urthl r oxe·t•­
"ion., t o p ropoae t ,_t t hey te a-ut.horhe4 • • a llowab-l e ci~uct1 on1 t or 
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The .. ooooluo1ono haft bHil bueol pr1tl&rily on o.n a coO\Urti"C 

anol)'oio, but tboy r..,.1n a4d1t1oa>al ouppcrt troa o.n U&llli,.tioa ot 

t ht et!'eot ot r eeerYee on the oaeb probleu I..D4 pr ol p Mt1Ye poatwar 

o-reu tiYI 1tnaotur e ot 1.D&haetry. 

A. leeerYel reo: uSed by '-er1ca n Inatitvte ot A.ooounta.zrt e 

Tbo a coo...,ua, approaoh 11 tho balio t oot whlo h &ey rooerft t or 

a ap.o1tto purpoee -...t Met. UDl .. a th. ooet1 or loe••• tor whloh 

rettrTWI ar-e eet up 01111 be ~:~.•eured &ad a llooatecl to t1aoe l porlod a 

wi t t: r ·eaaonabl• preo11'1on, ~Y 4o not. ooutitute le c.1tt.l'\.e aooount­

itll oha r&•• to ourAnt 1uoo.e. Y DM'-Mttible reaorne tor t u pur­

paul which ouDOt \e 10 allocated partake ot the characte r ot ,;ener&l 

oubold1oo aDS .,,t bo jud'ed on cround o ct1roly 41tforont trooo ro­

uneo doo1ped to ... n ... tho clotiJUUoa ot -blo 1.aooao. Illdoed, 

non-allocabl e reeerwe would. probably a,...te 1110re 1Mq\ll ti el thAD t.h., 

would alle~ate, ainoe ao objeotl•• or1ter1e tor the amount ot r•••~ 

to bo ,,,.,. to .. oh taxp.yor -14 bo ..... u o.bla. 

An author1ta t1Te etat.-.Dt on the a ooountln5 approaoh to th• 

probl• ot poo-r .......... ho.o bolll ao.clo by tho a-u ..... .t.ooouat­

'"' Prooeduro ot \ho -rio., lllotltuto ot .&.aoo~m-o . ]/ tho c­
ldttoo roo-ndo, pr1•r1lr o.o o. cuido to t ho. o.ooo.&llt1DC poUoho ot 

indi'.-i~haal •nterpr1eea, -u..t eerio\ll oon•14•rat1on b• ,1.,•n to t~ 

utt.bllelment of epeolal NaVftl tor ooeta Mul 10.111 u11~ out ot 

tho war. Tho C-- twtbor ro-D<Io tho.t o.t l .... t •- ot thou 

rtllf1'H b• reoo,n11e4 b7 ta. Goftr-Dt •• dld~.aC~tiODI in Ut.e d• teraint.­

tion ot taxabl e 1DO~. 
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.,.,.. ter • .,.,.~ •• ob•lMee ... aat -.s.atp=•• . 
I 

1. ~ .... -.. .. ,,...lo.tloa til tt.o.lll\too o.o • r..-..u ot ta­
-lw ,... - til epe,.t;toa b:r loao eqertea_. ,.....-.1. 

I. "-1-il- ebooh•-• til N111Ueo •• t o lat-1 ... 

--4..UC •• wv 1a o.a ett~ h ~·· Jll'etlllnlw am­
o1~· 

1. '-illaaill• at tloo owt ot M!Uillllll>l to.o.lUilleo o.oqii1 N4, 
•• •etlllaoao at 'IIIILl• h --iletl to be 1\lbot&Dillall:r rotl11- at 
.. -...,._uoa t11 ta. wv. 

4. lleeli.Do 1a -. wetlll ftl,.. til plut u4 oqlli-lllt •• h 

•-• _,.etil)' r.-liltac tna -r •-tnoilloa. 

l o ..,Un ... ~- 4afwro4 0.1 & r.lllt ot pNIIl&'O 

, .... JII'04....U•· 

•. ""--· .., - ·-laetl ., tbe - at , ... _,. 1a , .. 
cllope&o.l ot -...n.o •etlll oal:r tw •r purpooao, or 1a tho o.4-
jutlooat ot ,_ __ ..._ •• opoa, tDcl..U.c o.a:r ·­
'11111<111 -.;r be ,..U tw U.o -•ll&tloa ot owb ·--'-· 

T. Lon• 'llbielo •:r be _.to.1»4 1a tbe dhpooo.l ot taY..torloo 
aot •-....U:r "Ppllao.blo to .r protl100Uoa, 4• to dooltao 1a tho 
prloo l owl, 11111.a., oa tbe bo.oh til peot oxpoorioDoo, .... u:r toUow 

a pr-- rtoo 1a prt-· 

!z [I!+ ~1M al~ti- #II p..tUt:t•• 

e. "-'loo.Uea til ••' til ~"' aal o.ltoratloD ot 
ulotl"C taoUltlN wld.oll wlll probobl:r 1>o rouraap 4 la tho poot-ar 

p.rt ... 

t ... toro.U.. er altero.tloo. til ,...uttt•• to pooaott.e pro­
,,.u.; n tloo _. at tloo ..,., 1t tt 1o roo.o-'111• to .,_ tbo.t 
•oh rootwoau ... - &lt-tloa wtll ,_ bo _. • • 
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y n • • w li aa~' ·-· ......... ..,. ile&Cl Ia "'JllllleiiD ... 
"-- ...S,Ootl. ••••• tbe 4ooartptioa ot tbo 1e419Uii&i rooor...o 
bu "-- urootl;r ,,..w. tho hllotla ot&too tho.t thooo """""'"' 
roo- o.ro proowto4 o.o u tU.,o\ratlw Uot rathw th&a •• u 
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0\her rN![ftl 

10. llpllftUOil aU-- wiUob •1 be poW to ~epee -
oro 4hoharcecl a\ tbe tendnauoa ot tb. ••· 

11, X.. Ill troa 4NtNOtiOD ot proporv II a r-a ot \be 
ani on ot ..,_4 t ore• or troa uhvo U..not bJ tbo --· 

Ciao otber pro-al, -1¥. • r ••r... t011 4otorrecl &4ftrth1Jic, 
wUl aloo bo -oldorecl l.a tiUo eta-. 

1. IariN ot ••~• • ,.., tat.1 ... • tu p.-.ot1M 

•- ot 'be propo- rNirftl aro •11-blo -•r tbe .notlac 
law, .. ...,.r, •-l.al leciolott•• &llthor1'f • llld bo ..... ....,. tor 
ol.boro. h'oa tbo poiat ot '1'1- at --tiD& tboory, t ho lll&&lltecl 
r llorftl uo, tor tbo s oet part, rooo-blo. fbo DOot 41 tt1olllt 
probl• 1A the ue of th.Ne rMerYM. •• the ••eouat&Dt l ~,.•1••• 
h tho dotoral.natioa b)' ••optulo, obJMti•• orit.ria ot it>• -to 
proporlr applioablo to ovr..t r.-a••· fho aooo11111aao, •-•1•••· 
att.to tbot •- ot tho llotecl rooor...o do aot •oot UU o roqllir-t 
• ...., tor tiM pvbliobed or l.ahr•l aooO\Ulto at l.adhUilll nr.o. Por 
tu • 11-•• ............. o1allldarda ot -•vobUiV -•' bo roqllirecl. 
lt tbe ... 1110011 at l.ad1Y1doal n .... t or tt..ir ... J"'PPrtl are -Ill)' 
oolllo,.....Un, oeoopo\1~1 wdll aot bo -•· lllooooln tu decl110t1-
b)' oae •zpayer • bow..,.. ••D that a d.i •propartloaate r·•l&ti"''e ~urd• 
h pl aoecl oa ott..r tazpa:yoro. 

liloftrt!Mhu, too r1&1d 1alht111oo 011 th o ducor ot taa &Ya1MI>oo 
• 1 l..oopMo ratt..r tllaa twtber tbe •..a• ot \&& l'llli'7 • 4 .... ..,. 
wh1oh • ollld loopron \lot det1.D1t1cm ot ta•bh 111- tOtr ..,,, '""'-ro 
ahollld a ot be ...tvaecl rooocD1t1oa =-rely - .... -or it rolaUnl7 
••11 .-ber·a ot ~1•r• ..,t.Wl reMi w ~~~ ...... 1 .. tM\al tioM . 
l n t bh rocard, 1t ollo>lld b o rooocn1aecl that • •• .,. b --· declllltecl 
•• reaerwe a.r. partially aelt- oorr.eti n . 11AH all &l.l ..,bl e 4elll•­
UoDI 1a tbe tona ot oreclih \ o • r11orw -•t .-llAllJ bo attoot \7 
ect\ll• l eat oa..ra•• aplm.rt tbl reaer'ft , e.xoe111~ 4Muet1ou 1D ... 
y• r 'rill roo\llt l.a h1r;IMr i ooo•• or o.Ulor 101111 1a a later yoor. Y 
With tbio boolr&rwllld tho opoo1t io r o .. rYOo proYIOill l)' liotecl a y bo 41&­
ouaaM. 

Y Gnw, If .... ,,1 .. • o\mta ortalEM to \he reaern .... ...-t\;117 
taaecl a\ 1111 tba1l wartiu ratao, or porhopa oot a t all it poot-.r 
louoo ••- thou &JIOWito, ax liabllitha "''I' bo llDj\l&titi10bl7 
rMW*l. lloreOTer, repr41aaa of tbl rat•• at whioh tbe ~elll r... 
•• ..,. bel...,.• 11 \&&od, axpooc1l. lllroo properly 10llooablo to poo-r 
r'-\101 'ri ll a et•Uy bo ottaot o t;aloa\ -ns- roftnllll to tbe 
-'•t \hat ez ... •1•• -o.ta are ae.,..U..~ 1a tbe ,...,.,..... 
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TIM pr opo- .,..1no ,..oorwo ~ M ti.t4• la\o the toll-a.c 
oatocon••• (1) 1~- , ..... ~U.lo ter - purpooN -•r Jl'•••t law 
(2) 1- ot • ~urobh ola.--r .-..... tiblo tor ~" purpoo;. 
ao4 (I ) 1\- --.. tiblo tw tea pwpoooo ttr wide II tbe .. ~bUo~' 
aet at ree•f'TMI ahoul.4 be ••• 141 1" ... 

1. ~~- 4Mu.otl ble tor tlt.a pwlMN w:llld.er pr,eaent l aw 

(• ) 

Tl>o 4o41Mtioa ot •r loooM ao Jl'on.lool tor 1A U.o R.TOIWII .t.ot 
or 1H2. 11D4or U.11 Aot property 4M trqod or u hod by mll~ry 
oporat1on• otter o .. -. e, lKl , aDOI propo ri;J witllla or Wilier oo~ 
trol ot .,~ o-r1M , -~ bo \rNt ool u u ollo• ble 4odi&Ot1oa 1D 
tho ooooputotloD of t .... blo 1Ao_, - ..... , it ouoll property h Olil• 
u~quea.tly reoonre4, 1 t -.&at be loolwlM 1D &roe a 1nooae 1.n t he ,_.r 
ot r eoOTeJ"')' . J/ 

(b) 

A4oquato p ro••hloD t or uorthottoa ot _,., .. 0)' t oo1l1t1 .. 11 
!>"on.clool 1a a .. uoa 126 of tile lawraal •-"" Co4o. l ooorTOo • r • 
not u .. ed tor t.h11 pwopoaa. I1i4Hd, • H eal•• a.orti a• t.1on d .. UD­
tlono • c.Uot •r r_,... oro ollo- 11 tho tao1Ut1N hot.'f'O u7 poot­
K r ftl~ da .. ,._ l aw allo• e.aorthatioD • £8-inat w.r ,..._.,.. ot 
t ho tull ooot of tho r&o111t1••• 

file -~- o1t\latiODO U l oiD& tr- \111 0 p i'O'rla1001 la the • .._, 
that tho - c-7 taoU1t1oo 4o hot.TO • oubotaa\1&1 ,..tw.l' w.lue oro 
!lluot.-- 1>7 """ toll""'D& •-Pl••• luppooo that • ..,ut&oturor 
OOD\iaUM la pe&ootlloo to Jl'o4 .. 0 111 0 • rti• pro4100t wi~ llio _ ,_ 
, .. "7 raoUl~•• aD01 oorapo IUo ol4 taoU1tho. Ulldor tile p,..oat low 
t ho ooot of o...,oro1 001 to • rt1• pro4\10t1001 h 4ooluot1 bl o troa • rtlloo 

g fS:e ,;a.-D\ Ia 1'4iil7 dJiiliri;&. '& a.tan. 01 \M .tatdfi'j 
roqu lno-ato .,.. &!TeD 1a a .. u ... U7 of ~he lat..-....1 -- Code 
on4 1a ... u. u.1n o~ !1¥1!l&uoao tea •• ._QII;a 117 fJ>. IIIU. 
1\ obolll4 be •t• \lllllt t....,.ror• • '1 n oel"" • lllbotaatlal w!DOI· 
tall -•r •-- llf. lt ~ t&ll .-to lo 1....,. 1a tl>o .,..,. of 
rooon ry thot.a 1a u.. 71• r ot looa tho \11Jql&7"r 'lll ll r ooolft • toz 
b•not1t that .,7 ..,IIDt to a oubo~Ual poroont&&• or t ho n.lue 
ot 111 o prop-"'f. 
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r-•· tile •• ~oUU:loa vo • ..,.letoq ._n1aablo aplut O\loll 
~"•• - tile wl• <1 tile olcl tao1llt1oo ay be do4\lo\o4 wile 
oonppe4 . floe -...taotww ·-14 ootor ~- paaooU• por1o4 wttll 
\be 4oproolablo buh ot loh taollltloo ro4\loo4 to aero . Oloarl;r, 
tll:lo praftloo clooo - reaoalt 1D a oorreot a ooo\IDUot allooat loa ot 
••••• ac,aiu\ ... -. 

195 -t 

n. _....,...,.._. •1 clooldo to aoll hio -rpooy tao111tloo 
ratber ~ to ooat1D• • oporoto ,_ 1D \be poo-r porlo4. 11:>oo 
tho buh ot \Moo aoaoto 11111 Mft b- ro4\loo4 t o oero b)' tile _. 
Uo atloa .~. tllo toall oaloo prloo will llo roporto4 ao a oapltal 
&aiD alllll - at the ra- ..,pl1o4 • O&JU&l •1••· fllo aataot..ror 
obtal.u a o'*tatu>U a l w1Dltallo • 1o a ll- to wrlh ott tbe toall 
ooot ot \be aoooto ap!IIO t -..u .. r.-o alld prolabl.)' to rad\loo Ilia 
-bh -oo• Jl'otih b)' \111o --•• .,.. tho..p tho aueta !an a 
o\lbe-lal po.-r Tal\lo. '~MD tllo uoeto aro oolcl 1D tho poo-r 
porlo4, llo •Ul 'bo - e}¥ a t \llo ralatlnl7 low oapltal-plllo rate, 
fll:lo 11laUall •-od•bl:r ~ -- to •ro tbao W poroaat ot tho 
oal oo N\10 ot tile aaaet . ~ 

floe ooat ot ro&ft'UIClo& ""' •ltorlo& cloUoe tao111t1oo 1D Uto 
t,....lUOD tro. poaeotiao prod\10\loo to ....U• pro4\lo\10D ooaatlt\1\o 
do4•Ublo -·-•• la tM .,..,. ot I'O&nuc-t 1t th.y clo -t owlcl to 
- llto ot t'bo ....,.r&oeocl uaou. !/ lootle u.u(a )-4 ot ~ 

prniclOOI ~ ... ooat ot 1DD14-al ropo.lro wllioh .,.ItJiitF 
;=~if,. &44 to tile •1• ot tllo propor111 aor approol a bl7 prol-
1\o llto, bort lr.aop it la aa orcllaarU;r ottloloftt oporatllll oo111111Uoa, 
_,. llo clo4\10to4 ao -·•· • •• • n. oooto ot roanu>&il>& proport)' 
t or • r prod100t1011 a,.. '11111111.)' aaalo,_ t o 0\IOh lllolcloatal ropal ro. 

Y r:orr e-.;le, &; Kill eo.i ol L .., •• i • 1 iiil.- b .. oRM't 
ap!Mt ... ,..,.. Uoat o-m•• _.lei laft booa t axo4 •t "" 11· 
porooet railo, -- prea01>\ law ,., troa t ho oalo ot tblo uoot 
1o t-"lo at 11 ,_.-• floe 'Ill IIIII tall to tho t u:pa)"'r llllllor thou 
·-1u ... 'lllll llo .. poroeDt ot tho ... .. '001\10 ot tho ... et. 

!/ Oeoodftlol)' outftoloot -- ro.,...\101 ay aot be aft U ablo 1a tho 
.,..,. ot I'O&I'r&oe- to abo orb tbooo oooh . llow.,.or, tho oarey· 
...,. ot aet-oporatlD' loaaoa aocl """'" oxoou-prot1to oroc11" will . 
alaoot a1...,. - acloq\IIOto aclj\10-ftt t or thh \oiii'Or&r)l iMq\11\:J, 
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fl.- pr•eat hw h 'broa4 •w&l> to a ll'"' 4ehoUo110 tor aoeel ­
orate4 tepi'Minl•· fl.- a..,..,. ot la\eraal a.w- llao opeoino&ll 
.... op1ae4 tbh lltoot. ll ....... r, ...... -··te4l:y will a n .. w-...! 
tl.- lu~• ..,. tboo ~r •111 titter aa t o tho uaoODable &&out 
ot aoool _ _. 4.,.._1aU •. 1•11 41ttN'•oo• 1a jllllpoet bo-r 
....... t '110 o"'"fltotoq •-•o4 bJ .-.u1-1 ••tutor;y pron:ioaa. ' 

.t.a ·~' to ...... 1" t••• tlttw.. .... ll:y "" anltrar;r •'-­torr t..-la pron4Ue tw 1Dor .... o4 4oproo1at1• all- -.14 
-- •ro 1...,.1U• tau it wo1114 ..-. luoh a to.-la • 1>14 
''" - ~oro •ro .. ..,.._ all-- lNt OBl:y at tho R• 
..... . ot , .... u"' croo•q _., ....... u ..... to - IQ' otl.-r lazpo.:yoro. 
J7 tboolr 'ftlt)' atlll"tl, o<lui•lll• &oeolora-·4oproo1atioa allo..,_ 
... , be .... - -~1 u....u,au- ot 1D41Y14al ....... u4 aot ... 
• r1p4 ...-11 to.-la. 

-.tra...Uaar;y obolll••-• roaultuc troa w.r roaoaroh proaOilto 
ol&botaaUalq •r• tttnoult -•P'""'l prolll- tlaa a oool orato4 
4oproo11U• ot oqod,_.t r-lU..C troa -• l.M .. i .. ""'· A.ooolor­
ato4 4oprooiotloa olln...,l:y -· plaoo at a 4otillito tl .. , .Ulo the 
opaoino .saw at whlell oboolooo-• aot~all:y ooova 1a -h ..,... dltti­
ov.lt to 4.wr.s.-. O..oralq ap""'""• it tile roUn•at ot ol4 equip. 
•Dt 1o --tor;y witld.a • abort u- ......... wp .. ior ... equljaaoR 1o 

Y & PoliWGc e&\--.t or thli j_..au, poeliloD l a take lroa 
lllllotia ilj (pp .... ) • 4oproa1atloa n il oboohaee~ca, nrtoe4 
J •• I'J 1 ' 

' It 1a ..-pbe4 tlat t ho ,.., till lito ot •- 4oproo1&blo 
proper\J, or 1- thoroot, at bo attootod b)l a ruio&l 
laDr••• or 4eoreae• 1D pl&Dt ae'\1Y1t.y , or 41"ra1cm 1D \1••• 
- -1"1 OYOO' a p .. 1o4 ot ti• 00 th&t 4oprooio1UOD 1a a:• 
••• ot, or 1••• t.bau, the a.owlt• a llcrn.bl• UDder nor•l 
operatlac ooD41tioDI or \YI -.y b4 eu.eta1ned.. llolOb inor••• 
or 4..eo.r••• ill depreoi at1oA 11 4epeo4ent u.poD tn. deor .. •• or 
iaN'•oo, r•pootin}¥, ill tbo noral ., .. till lito rooultuc 
tr- tbl eaeepttona l op•,.tiq ooDCli t 1ou. or \Me. • .. ..,. , 
whor e taotaro ot obool .. - • u4 1""4' '"""1 &Ill! 4ooat ooa­
trlll tho untlll llto at proport;r, ao illoroaoo or hor .. • 
tr• aora l 4oproo1at10ft will bo au - . • 
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bt i.J>C 1a\ro4" - b7 a...,et 1tore, O~>rrtllt olar&tl t or t1a ob1olo1-
ot t ho aU equ1p.at aro j u1t1t1eo1. llo-, \Iader •or• ,...,1.,. 0.,._ 
dl u .... t,_ o.ppr opr1o.to a llooo.tlaa ot ob1oltt-o1 11 a "oh ltto 4ttor­
a1Date. 

1 95 - ~ 

l "ppOII, tor t-.plt, tbo.t - torlo.l lboMactl btYt tor teo! tho. 
tiJIPOr&l')' 411-UII-DOO fit ... I'O'o4 .. tticm o t a Ch ... p.aottt.t pro4 ... \, 
• ncl tha t t he p .... ttl• I'O'o4" tt1n ''l"lpMIIt he1 b- ttoro4. .Dw-1ac tl>e 
•r • 4..,011 1D t oolllliq.., •kt t bt oarlJ rtpl&t-Dt ot t bt p taottiM 
oq..t- nt o.l••t -w.a, ODOI p ro4,..t1oa 11 rt.....,. ~owe ... r , tlolo 
tql>l-Dt h Dot ,,.....,.., 11...,. 1\ • 1 bt "'ot..l t or • J e&r or- 11b1lo 
t bo ~ron4 oql>i,.... ia o-ac 0 11 t bt arbt am • b&DcoOYtro ..... ta1t1ac 
pla... 11 the oboo.l• .. -• -porl7 obo.rceol to tM 11•r 1a wb4th t bt • • 
l~>YoaUcm 1t -· w to t ho. )'•r 1D wh1oh t he ,.,. oql>i-Dt 1t eo-lq 
1"'to.llt4, oltbtr lilY tla •-y t r or bJ hl t o...,.t1toro! Tho. I'O'obl • 11 
d lrtlol>l t to 4 tol 4e oa l~lto.l c rollll4o . fbt 0111 tor 4t l ayt4 rttOCD1tlcm 
or ·~ob obtol•••~oe 11 &t l .. at •• • t~oac •• that tor i ta t...41at e 
r eoopJ.tloa. 

fhe lDh rno.l .. .,...,.. Co4t 1t o ..tt1o1t DtlJ 1DOl,..ht to a llow a t 
ltaat the llrat of \be eo Lii&nMa ot \DMual obaoltaonoe. ...,..,. , t hl 
BW"M U pl&ooo r l c14 r tot r1ot1oJll "POD t ho o.llOW&Doo or \UWI\101 obtoltt-
0*1\01 o tw. rt•• . !he B\W•u requil'el tba t the t&Xp61tr p ron hla olaia t Oll' 
obaolea oenoe • by r.ota &n.cl ..rt4eDoo that ar e d t 1'1D1tt and 1n41a putablo. • 
llorooYOr, t ho 4a t o at wh1ob tho h o1l1t111 will bt r e t1rt4 _, bt 
oloarl.y prt4 lotablt. PU.lly , "" obloltttoDOt oan bt o.llo- r ttro­
t peot1ftl)' 1D tb• l1ciB ot "'btoqu-t tftDtl DOt ..,.t1 o1pot t4 dunaa tho 
p•rlod ~or wh i ob obeoloaoctce 1a o la.l..S . 1/ 
g f hla q-..ot&t l on. Glkea boa 1Vllet1n •r (pp . 1. i) , 1tat•• the Bur .. u. 

poaition wit h ret•r ec oe to obaoleaoenoe d e4uettona. 
• Obaolaa._ .. • Y be cle.t1De4 u the proe.11 o t beoc:.l.ac obeola t e 
4-.te to procr .. a or tba u-\1 a.a:l IOi anoaa , ohll.n{;M eooru.io .,._ 
41t1ou. l ec.ial a tioll, or ot.bend.ea, wblah \lltiaat.J.y ra.et.Uta 1A 
t he r ati roa:Mnt or o-tl»r cliapoe1Uoa f4 property • ••• 
•artraor41t&r7 or apaoial obeolae...-a l"&ral y oen t.a pn 41otecl 
,prior to 1 t a ooou.rreooa . Bowawr • tbl a .... Dot DNaaaar117 
llopl)' that tilt aoott o.lr .. d¥ ... t hoft ..._ •-lot t l;l 411· 
oardM or baoo• u.aal au, b\at Direly t hat a po1ut ,..._. bean 
rMohed whero 1 t ...,. bt 4 ot1111tol7 prt41oto4 tb&t i to uoo tor 
1te pHIIAt pw-poea wi ll be 41 eootltia\le4 a t • oarta1n tuture 
4att. Dt4uo Uonl tor obooltooono o ot tMt tJp& •Y bt takoa 
owr t he period beci~mia.c with t be t 1 .. euoh ot.ol••• • • • l a 
o.ppar ont aD4 «>cci.Dj; with tho tiM t ho proporty will boo­
obl olttt . 111 ftW)' 0&11 t he 1Nr4_, Of proot h ODtirtl7 UpOO 
tht ~pa7or to tltabl1oh a ol&ia t or ob1olo1oonot by taoto 
aDil ew141Dto that are 4oftD1tl o o4 1adllputablt. 1o uMa\ 
• Y bt obo.rct4 ott 1a ""'1 )'tar aarel)' booo..,o, 111 t bo op1D1011 
ot the "'-7or, prop.r t)' • 1 bto - oboolltt • a.-.r ttl )'tarl 
l a t er •• •• Wor ou. obeolatMGM 1M a ll011t4 r etroapeotinl:f 1a 
t he H cbt ot oubttqu•t ·~to or lapp.lllac• DOt aat1o1po t t4 
duria& the perlod t o r wh1tb tho obtoloo-oo 11 ol &l.ae4. 111 "" 
Otto • 7 tilt 4o41aot1• t ., ob1oloo oOD01 bt u t1Jldo4 to t..h dt 
ebri.Alr:ac• 1A ftl.\MI 4• to other oau.~ ee, ••• tor 1Data.a.oe, • 
caneral d rop 1:a t tw priae ot o~itlee . • 
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At t ile P'"- t1-, - tu "'tM aro hlclr.ly •r1abh &lid 
obul .. -o • r be ._t..s ill llmloll&ll)' !.&reo a.o~mh, tile -•1-
b1Ul;r t lat .-.oolM-o •r be 1lla4~•t.ly r ooop1ao4 alsolll4 be 
rotlMtM ia tho t on.lati• ot tax po~UoiM. - r , a opooi t1o 
rooorw t or obeolM-M •1114 - r~ tile 11tlaat1oa, fbo 'bea1o 
probl- ar. aot lec&l 'but aalaiatratl'f'o la D&ture. 

1. g:;.:..-:. s.-o..,..bh oba.noter I>Ofto404110tiblo tor 

•• Deol1ao ill - \lool'lll ... t ... ott&l""t aad oquiact Jt!i• -"• •paolix re.li_ boa •r oou J"uo-

Deol1ao 1a w.lao ot plaat - oqui,_...t ay reo\llt dirootll' troa 
t la a-oln ,_.ti ty ot pl""t and ~\lipoo.at, i toolt, or 1a41ronlr 
troa tile GOMiift O\l1plft Of OIIOh pl-t - ~\li-to lD tile l atter 
...ct, tile looo 4• to tile deolillo 1a tile prho ot tla prod•t u a 
._..lt ot ito ooaw4pl)' -ot bo U.,.Oted Witb """ aodo"'h prwoi­
l lGD to 1Dcl1:t1.d:\l&l aeen• or olu••• or ue.te . l u tA. ,.._,. .wat • 
..... oopaoi ty ot tile tao1lit1ioe U..ol Yoo wo..t4 probeblr """lt 
d1reotly 1a a deol!.ao ill tile arlr.et ...t ... ot tM plaat - equi_at. 
fbio o1-t1oa ~ 4nolop ill-.,.... 1t ...... ta. taw1Utioo are 
tbro• .., tho -t. 

!be lur- too• DOt allw 4o4•tio• tor ohrl.al<aco 1a • l \00 
roo..ltiac oolol7 tNa prioo n .. -u.... tho 41oall-..oo ot ouob 
dool...ti oDO 1o o....,htoat with ao-"liiC pr1Jlo1ploa &lid tax prooo­
d..r"' both ot wbi ... b&oO 4oprwoiaUO& 4o4100t1ooo OD ooot r&thor tlaD 

oa n.rreat •"" .t•• 
CJD thoorot1•l cro-1, it 11 dGOibthl 1f 4Ml1D01 1a wJ.ao l>o­

oa•o ot aooo• oopaoil;r •oald bo rooecnhed whc tho o.4Aiit101101.1 
oapao1• .. built, or ,..., u ..,._ oaooaa i w, tlat h, - ,_.., 
tall bHk.., a po~....twa t.Yat. --· 1t aMI> 4o4110UOM wro to 
bo o.ll.- o.t o.ll, •-1......, ""\ll4 4-1111 t bat 1Aow- bo roparto4 
tor iao..-ato 1D •lao ao o. r001&1t of 4Mroaooo 1a oapo.oit)', 1DorMooo 
1D ooot of prod110t1oa, ... oYWD, porMpa , in-••• 1a •-· 
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DeoUnM l..n ~h• ft1uo or tao111u .. row1Uac boa e&o.oo 
~ enllld DOt nen 'be approx1a~l.J -olll'94. 'JI 'l'o oecnp" 

ouoh clooll.AM• 1'\all lao ... ledce or ~. 0~ ... M-0 ftriabloo o.tfeet-
1ft' ~· pro'b1a, ouoh aa •-1Uou o.tte.Uac tbo cl-d tor tbo 
ouoh• •ulcl 'be n ...... ,.. 'l'he aclaia1otr.Un d1ft'1oultiM ,.,., 
.,\llcl 'be •oo~atored l..n ouoh an •Del•-• -.14 be 1oa....,..lolo. n. 
aooout&ate \h-elftl 11•' 101111 cha. to a•••• O&fl&llt7 after the 
•r ao oot •aat1tut1Q& l ec1t1-.~ 4eduot1 .. o troa l..noo• eo..,..ted 
11\ the ouow_.y _,.., Jl 1t ouoh loeooo ••• aot outtio10Dtly 
dot orciaablo to oonotit\1~ l ol1t1-to a ooowrt1Q& deduot1-, oloor17 t hey wou.l4 not eati ef"J tho aor e ri&orou requir .. nta wh1 oh -.t be 
''' tor tax 4eduot1oaa. 

Lo1111 OD eurplue ionntory at.ooke are ol...,.ly oharco&blo to ...,. 
r·on-..e. .. ..... the ~or will 1\ll't'or 1 \Mb lo1111 cmly it U.. 
Gcwu~t t'aila to rol..zll)uree bia tor th• • w.r-oontraot torabat1oa. 

SiaM ooatrao\ore oporatiq Wl4or ooa~plu-fixecl-fH oont,..ota 
will 01"4inar1q eu.rtor no 1nnotory l o••••• oo ''''""' nHd M .... 
t.abUohad tor o\lob 1o .. •• · 1montor1 M bal d by thou ooot rootoro are 
aotually -- by , ... ao ......... t. 

llneftr, -traotoro oporat1nc Willer ti•ed-pr1oo oootraoto •1 
eu.ttor 1a...-oi'J loeaoa . The P"lont tend~tl• ola ueoe in ooatraota 

!J tor .....,1 •• li n oellt \ea tliO~~ oa n~cO\la\1• &fcre \ill 5 \lae 
!loft! uta in eo-~eo, llr. Cli'bboouo , s .,1or Yho-Pno14ont or the 
.u-a- c~ or "-or1oa, ototod that tho '""' • Jor poot.r 
pro'bl- ot Wo •-)' w""ld r .. ult troao 

( l) onre&p&A01oa et tao111t1ool ancl 
(I) artiao 'rn\1> ot a ubat1tuto pro4uoto. 

a. •• uloo4o "Do ~" \hinlc it 1o pooo1blo a t the prooont U• 
to ant1e1pat:e ucl tor•••' the uaot aao\ult, or to y •ppron-te 
4!fJ"!!• ot ,.._.-•r•S• NUl Mi•~nt wtlloh • •CIIIIJ!a-111' ••' •• 
7011ra wl.ll lllft w p \bro\l&la1 

11r. on-. npUedo "1• \!Ia ouo of o..,. .,.. ·-· 1 .-14 
lUietl wr tlllt tba U••· • (Uncloroooriac ·~ 

w. IJ'taira ot -.. ot 

oite p. 158. 
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Jll'ftl ...... ret• =- wlU lie -e tor 1aftii\W1n 11 •U u ttttr 
onu-t at e..&-te to III..._W&ttttrll tlat 1a, t1D4-pr1M 

195 -

-""- -=- ••'-1'1• e•trao._, ._...,., thoo Gcwer- ay 
ratlooe t\0 ralabotrae e••='-• ttttr - 1anaonn, elo1CJ!c tho.\ 
the 1a-\arleo ara ·-••IIlaH, tllat • puralaoa prhe -. •• h1.&11, 
or tllat ~ ,. ...... ot"" 1- tor • ,,..1t1o -tnat 1-.o ..,, -
pra'IM. n. -'-' ot \hooaa 1eaa .. , t ll•atore, will tapalll - tl• 
rlcor et tloa ••--=t-'=ftll•tt• a\ltlt, l a pr~1pla, ooawottttro 
.,.,.. .. Ull• lbM-pr1aa u--.n. •'¥ la&lt~h1y Mtlbllola ra­
,.,._tor tM1r ~017 1 ...... ••••• o1aaa- .aplhllla ol 
-=e 1 ..... 'lllU lie tn...- ~ ta. -1thc palia1ao ot ,.,. 'lllll­
tl'7 Mta1111.._t, ~r ._, =- •• 'M ••=-to!.aM 'llltll oattl­&1- pr .. ll1• to jut!l7 a -- ... ll&tt.a t<r t u pvpooao. 

•• ,.,._, ... M....U.ty 

lt ==nal at-'iai.ac ...-lt..,.o ara aw-1a11ad duriJlC tile_,. 
-•e at a'=r1a1 &Ill •nJ w obortapo, 1t • '¥ 'M "lllltlbla to •11• a ... .-llale ;.. .. l'ft tar tat•rat at ... rthl.a&• a..oh ad....­
thlDc ..., be -1&1'7 1a ON.U to hap I I i 'Q'11 - 1a tile pub­
lie alllll • 

.t.Uobo"C)l a .... _.... t• tatarrat adftrlli1JlC •'¥ 'M .. ooptoble 1D 
prlaolple, 111e ta .. hlllo atlllllalotrau ... prebl- whioh 1t raioao 
DeOMoltlte 1W rajMtl•• la ~ t1rat pliUe, U . .. .w M ~oolblo 
"' 4at1aa at.wthl"C a; -··-· .t.4 ... nli111C takao -.1Utar1-r_.., ......... _,._ • .s pvh41ea1 a4ftrlh-to, .,., .... 1 ... 

raUaDee - oal-, p1- obopp1Jic -·-··· opao1al ·-·==· ,,..111 tloa_.., a11111 opaeial PIMaci.ac• Ia t a. oaoolllll pta .. , ..,.. 
i t at ... rtbiac ... u 'De Mnaad, tile - •-•ary to • 1Dto1D a 
nra•o , ... u Wit-t~ 1\ &01114-' .... deb.-.... 81l0h. 
4ot..,.....1aa wCNld lie ___ ...,. to adiWUotor tile r ooor" 1a aa 
"lllitaltlo -· •-• ot t lo .. a -alotratin 41tflollltlao noh 
II'MII'ftio~-1&o 
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.. oooo-prot1~o ore41to, 

fllo tbeoreUool oooo tor &B 1..,. • .,.,. rotoll'ft 11 ao otroq ..., 
u 1t wo 111 1H2. lzl preo~oo, """""r• 111 •1111' 11111 .. ~rioo tbe ,.14 
tor ollOh a roo- 1o now at l ooot •OIIporarilJ loaa aoono. lzl l&r&o 
&rOOO Of ~be I 'If o p&"1&1 11lftDtOrJ 11, .. 14&\ioaa &r o ht1..,. pl&OI 
- .... ot U.. oho""co ot _ .. u .. o-1Uoo. •roonr, priM 
riooo 111 lHI 'lliU pr.-.ablJ SO\ w larp Noa..oo ot o..,._nt prioo 
ooDtrolo. U U.. &at1·1nthu~ procna oboul4 pronto w J..a­
&d~~-. hliw'NI • '\he Me4 tor laTeatory r ... ,..,.. ay acai• ....._ 
.... to. Ualeoo •~» iDtlaUoarr oon.,_lo 4o broall: ,...,., tbo • •ITJ• 
b&olt ot D~op-UB' looooo aD4 ot •"'-' .. oooo-protih ore41h 
oho.ol4 •-Unto an a4 .. •to ollbo\1\ono tor aa 1II""'OrJ rooorTO, 
pron4o4 that "-7 aro - alo o toNI4 \o ottaot \oo - otbor 
loe•••• 

Jila1Dt••oo. upeD41turea ar. ...... , .. ,.,. to l.ar.ture u ••••t•a 
pro4,.o\1 Y1 ~ • ...,. ito .. ..,01110 lito , fllooo upondi tur.o reprooo"' 
roaooublo obar,oo apinot ovroDt · --•, it \hoy 4o aot prolOB& 
&ll aaaot ' o lito or 11lon&oo 1ta oapaoi\7• It •1BtonaBoo -lldi· 
t\II"H ..,., poe•poa.. u a r ea\Jl t or a \ e rial or -..power ahort.a,aa, 
or "-u.a• the pr .. l\lN tor procl\aot::loa clo• aot par.it MilltiDaDitl 
wwk, roao-blo ai~>toa&aoo upo1>0oo wil l Bot be oh&r&l4 ap111ot 
O\a"....t NftD\ael• O~t 1Doo .. will be owr••tM d.ur1ac the _,. 
aD4 -oro\&tl4 i .B tho pootwar p•1o4, pre>ftdl4 tho\ tho prono"'17 
-tpon14 • illtO .... DOI 11 t'*o -.!0 &oo4• 

!be proble a •Y be eYeD :r.ora leftr l t or r..S.lroe.4.a &Dd. othar 
1D4\IItrtee • P1071a' repla~t, ..-tber tba.A 4aprH1&ttoa, aooou.t-
1DC• o.lar repla...-a.'\ aooo\lllt1ac;. t.M replao...a.t ooat ot ••••"ta 
1o 4o4"wt14 1a tbo 'fl&r ot 1'9plao-llt •114 - doprool atod .,._. tho 
lito ot tbo u .. t. 1M b111t)' to 1'9pl aoo ao w ll u to a1nta1D 
aaaota •'1 r oault 1D t. al'arper cli a'\ort1oo ot 1o.oae 1A the • .r period 
th&n ...... poatp•-'1'\ ot •1J:rt.••DOo. 

AooCND1:all'ta t.ucl ii:Ltor.ocS Qooywaa.Dt ott1o1t.l a haw oxpreaaod 
\ho op11l1on t t.t 0 ,..1'9Dt -o..-.11>\o-• 1o 11mto4 to parUoular 
&oooto and t1JW a1111 <looo llOt .... u-o a , • .,..-1 probl• ot oipi• 
t1oant • ¢tudo, Ull4..,btodly, -~ ind1Yidual &oooto aro bolD& 
oporatl4 IAD4or ,,..h pNoo>lFe tho\ adoq..,h aillt onanoo 1o bpooaible. 
~~n ... r otMr a aaetll ot a tina • Y rooei ft aor. thul adequate •1n­
toaa.noo: Un4on-1nt4D&Doe ot apooitlo aaaot a will roault iD &Ia 
o<rorotat -Bt ot tuablo 1-• 4.or1"' tho wr pw1od o.ar 1t it 1o 
Bot ottoot bJ .,.1 ,..1nte-o ot otbor aoooto _, by tho oa.- t1 ... 
Io thoao 1nata.aoee ..__ro aet \lllllloraint.na.no• 11 p roaeat. it 1411 
probebl7 w Um\14 111 ..... ~. 
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beuvareioa .. .-. la \M •rr .. aea.ae of tbl ,.,., ..,.. elea.r17 pr.,.r -., .. •cat..~ •• re-o. l•b ooato WOOII.d be l lal\14 u the dapl"t •1-Uo" to tbe no\oratio" ot a plan to ito pre_,. eo.Utioa I.Ja orter t o I'O'M- tbe pr.ar pro41>01o . J o I.Jaonaaa 1n the _,aait7 w lite ot aa uolt wo1114 be iaftlY .. 11> tho ,..,.. •••• Por -1•• ~ -iu-t I.Ja4utry baa ah1tt14 1 to pro<1unl01> ol••t -lltel1 to •r pro4uoto, RIOIUihtii>C \ha r-1 U4 ,_..... ot tiM 'baa4-1 .. ~at ~qui-t. .t.t the 11111 ot tbe ..,., rll-"1• ot -le\ioa pro4uotioD ell require \ h1 r - 1 Oil •r ..,.t,..at, panit 10Dlac U4 _ OJ"' II reallooatloo 11> tlMo pla~>t, a1111 . .. 1natallat1on ot _.ahinery. 1{ 

!» oitu.U• 11 al1cll' l1 41 ttar.a, bo-, i t •rtl• taoill· U•• r-u l a •• ••1•c ~. po~tar poriod. ..._ t houch thou ftlollitieo .-u 1a ••• rM-II'aloa _,, ~ be MOIOO&ry bltcra pea-• prod11.Uoa .., be r..-. Tbe 41aoua1oe ot tbe doduo tloo t or tlooo ..... u-u. ot -c-1 ftlal lltieo 1oooa pouted out t be aoc-... ,1.,.1)' _ ...... trea- 'llbio h t&lql&yera ~ b• allow4. Por thh rou•, it lilt' l>l beiralll e to require t.._yen to •p1~allu reoODo nraloD o .. to pwWaiiiC -. --- fti&Uitlee, aa 4ht1Dot troa -oe­tt.o ta.lUU .. , nooa ~-b ouab r-nl• ooato do DOt prol-e tho lite ot tiM -- laeil1U11. _ _. , r110anralOD ooota 1a tbo t11lalioal •- ....U tC'\OD •-Utute 0D11 a .-11 P•re•ntac• ot tbo poe-.. Ul\ll of •rtt.o faall1tl10 • J.D Ollob iutaDOOI tbo reo-od trea-t wllld ~ J'IU""1all1 ottaat tbe eaoeaaift 4oduoU.., oc&1Ut -- r 1,... ... a •11- • -c-1 tao1Ut 1eo al tb allbatantl&l _ ... t iM nluea. 

tbl propw tre&~t: ot reoozrrerti cm eoate beo~ •.r• a.Dd more 41tttoult to det•- u al-tiooo 011ob u ~- prooluou,. orc&iaati cma, ""'~ tor reo&pturlJIC aft:lta, • 1111 4nelo-no.l ooeta neo.aaaey tor _.. p.aoetl .. proclue\t, are 101111c!em. 

T-• broadw reaom•r o1GD eoato will - ovll'odl;r b e of - " cr••~ t~U~.Dt1tat.1ft iaportan" tU.n • r• •rrowlJ oouel•..t reoon­ftll'l1oD ooet•. ._..,.. • the Wloerta.1rrt)' with reapeot to the n&t\G"'e - o1u ot a\lOh aoeh alreo tho ••tablio-t or reaarwo MetlDC liD•- &aoo\8lti"C ala1111a.r4e ot -.ourability &daiah<ratln ly 1.­poeaible. .U141 troa tbeee &41a1Diotnt1n 41 tt1oult. eo , •Ill' ot than 
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r-nwroica ooato la tloo 'b...-4 ,.,., do aot o0111Ut11t o app"'fl'1&to 
oar,oo &&tUut ....u- row,..., Ul4 olo<Nld k rop.rdod •• ....,. oap1-
tal upond1 t\11'01 to k wr1ttoa ott ap.1aot o\lbooqu•t poaoott.. pro-
4uot10D. lloroonr, diorOC"rd~ \booo objHt1oao, r-wro10D oootl 
111 tloo broad ,.,., oould be oouh tODtlJ oarcod to a r row-• OD1r 
if ottooto to 1\loh 4oduot1oM _,. -so Cut tho orlltiOD Of D1W Olr-
k.to b)' tl\1 •r, tor d.._los-atal oooto ot •r rrod ... to wh1oll will 
ho<ro po&oot1M "'"'• tor bonatl.to troa i..,ro.od prod ... u n toolmiquoo 
4nolopo4 dur1"' tho •r, oa4 1\>r oth.r &1a1llr boutlta dor1<rod tr• 
the t1r.' a waru .. a oUYi ti••. 

Ia ~r,. I"MOJn'lnioo oo et a 1n lhe •rr"" • .-:•• of Natorin& 
lka111Uoo to tlooir pr.ar ooll41t1on oloorl)' oouUtuto appropria t e 
oJars•• t.o ar re.,.uM . MoNonr, t\IIO h ooet a Mit be e\&tftoi•UJ 
4.t11Uw t o .ako thol a o..-lati• ot rooorwo t o ••t tb• tooai'blo. 
1t t t. reoon"ra10D ooete pert.a.lJl t.o wrtiM r.otUtl••· ~c.enr • lt 
-.:t be protoro'blo to o&p.it&lho t- rather t'-n to ohor,o t­
ap1a.tt ... r r.._..,,. Ae •~ u \.be .... ept ot r"e nra.1CD 11 
'broo.deod , tho a'-1Diotrot1Yo and -•pt•l d1ttlaulil:oo t o an a o­
oertable aoocnmtla.& reeerw beoc.. iu~ble. 

d. 

J)hl01ooal _,...u.., tor workaro 111 war 1nduotr1oo 017 oout1· 
t \lto a poo-r eqeoo ot •3or •lalt\ldo. Worll!.• -lor-at 111 
.... )' ia41l1Vill 11 ,rootl:y 111 11<0011 or tho lnelo of .... 1-Dt 
wbioh O&A be oo:pootod to proftil 111 poaoot~. Workoro who haft bH11 
br""ht 1ato 4otllDO• IHIJPtlro to tako wr jo'bo will, 111 -1 wtanooo, ta•• to look e l ...m.ere Tor work oooe war or«eH ••••· Wl»tbar « a.ct 
a art~ -lo;y• .ba.o oat.r od 1Dto oootraota to po;y Hpar&t1• allo­
a.no•• to worke.re 4rowtd. troa hi e s-Yl'oll at the eocl ot the war, eoo1a l 
prooou.roo •1 roq\11re o\IGh po;yDNrto . 

J)1ol01ooal -oottoa paid to wor ltoro DO l~or aoodod 111 •r 
job• o ... tl.tvtoa a proper olar,o • G• iD• t ,._rt;~ r..,.. . .. , aiM• it: l a 
on •liP-• wbloh io direot.l)' a\tri'butobl o U w r pro4uot1•• lo -
plo;yor -. ot ........ prodiot o1 til or tho date or tona1nt1oa or t'bo 
-r or tho ·- _....r ot ...,lo;yooo ·- bo will bo o'blilod to di.oodu 
at thot t~. -....nMlooo, it reurYII t or 41oa1ooal ·--*loa 
-ro allo- u a 4oduoU• tor ta.a purpouo, ro"'h appro11•t1oao ot 
tho pro'b&'blo -.p.l.t\140 "'611101ooal ., •• oould "-..~.. rwt-ro, 
taapo.yoro • aooouato oGU14 oaa117 be audited a ttor tho • r to 4otondno 
wbotllor tho rtoorfto oot aoido tor ooparatl"" allo•..., .. "'" aot\101 ~ 
ua..S t or thia purpo.o. 

111. !loo oaoh app..-ah 

tllo oao h appr•oll u tho probloa or opoo1a l •rt~ rooonoo •-
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l •••w• r.o~adecl tor eona 1clere.t1oc OD u aooou.ntin& blaia in 
t ho preoecl l.nc oeot1on reo•1To ad41t1oal ouppon troa t ho cub ap­
proaoh. Cu b Mtda t o r aepar atiOD a llow.zaoaa, 111 partiovla.r, wi ll b e 
aouh ~lately- th• MouU• ot • r Froduoticm. F\mclo will 
•lao k c ee4ecl, a l t houch ge.ae!'llf 1D -.a.ob e-.lle r traOWlta , t or r~ 
aon•welOD P'l"Poe••· ~~ar~ly oocoa1Ye4, &Ill t or r aetort.nc Wlda.r­
M.l.Dt&Sa.d. pl&n't l . OD the otMr tauS . &D iDYeatory r Mar w t or rrioa 
4.alln • w ulct rell•n o..ah abortac•• •hen p rloet a r e r111Q£ ratt.r 
t'-<1 l.n a --r pori <><I ot 4eol1A1Dc prioN. lndi,....tly, howner, 
&L oh • rNarft would atreD.c:th.n the pot~ t1D&Ilolal poa1t1on of bud• 
oooo. Tho tupa7"r bo.o a lo&lt~to olaia OD t'wlllo t o be woecl t or a ll 
ot tt ... , purpoaea, li.noa .~ aa.;pendltu.re t oonatlt ute ooeta proparl)' 
oh&rc•b1o too - 11:1ao roT&D""'· 

Poo-r noeclo tor ouh will not bo lialwd to ~ho a bou purpoooo. 
Aci<IH1onal l'lml o will bo -oc1ec1 tor tbo purohuo ot n .. aaohino ry and 
other equi~t, tor ~be 41ftl0~Dt O( produotl for pe&Otti~l mar&.tt, 
and tor t ho aoquioi\101> ot l.AnDtorloo . Tho .. r.oeclo will be DO l ooo 
r•l tta.D thoee ~tioa.ecl abon . HcNeftr, t\u:t.dt tptn t tor t hN• pW"• 
poee1 oout1~ut.• aoet1 which eho\&14 tae 'b c.-1» b)' pea.o.t~ pro4uot.a. It 
eueb 1\e:la .. ,.. prw14ecl ~-h" Molt ot Wol"tiM r •ftiNitl, t h • y WO\&lt 
._.,.\ \<1 ollllo14111. 

Regraded Unclassified



- l8 -

l t tbe poot.r 11 0ecl1 ot olltorprllo aro to bo - b:y Goft~ 
oubo141oo , rooo,..,.o pr0\'141DC t or o:rpolldl \\!roo ~lo•blo to p•ootiao 
Froduotioll o..,. t.Huh OM • tbod ot ada11111 ~orlDC ouoh oubo14Joo. 
81A1lar r aoul t.o oou14 bo oobioTeel b:y partial OODoolla tloll ot warti• 
te.aoo l n i od em buo inooo protlto , or b)' onrt OoYoi'MOIIt 'ro.Dto to 
1Dterpr1••• the etaentlal clittertooe betw.ec t hlae .. thode ot eub­
oi4111DC bUolftOII lioo 1.11 tbe ozt ont ot o ............ t outrol OYOr tbo 
u.ll of fw:ld I • 

Diroot ooa.oolloticm ot to.x llablli U oo 11011ld p laoo a o rootrio­
U • on tho """ ot f\lndo !.)' t.be te.apo.yor . f'upo:yoro """14 r o ooi n 
ouoll t\uwlo - t.hO<I& h t.bo 1\uwlo WW'o "' no eclecl oll4 wro ...t 111ecl 
tor -.l oract.-or•till' pu.rpoe... tubel41•• la tt\41 t wa ot rMerna , 
bowYOO', ooul4 bo r oot.r1oto4 to """'l~t-or•tlDC uuo. Altbo~b 
the Oo.e,....at ooW.d oaratrol the e~tploy.ct.-orMt:lfiC u.a11 ot 1\I!Dh 
1UII4o , U wou.id bo loopou iblo to 4 o l1A1t t bo or ooo ill whi ob tbe 111-
YitU.:eat oould k •4•• 

lo1tbor ot thooo - .. tbodo ot oubo14Jaotl.., would lialt f\llldo 
to taxpo:yor o wit h - &aonoatln tiDAAOlal rooour ooo. Conu quontl:y, 
the .. 0\Ulte apeo4ed troD a.eouaala tt4 r Mirftl wo\&14 DOt t.ll r epr ... 
oerit DOt a441t1on o to emplo:ymollt-oroot~IIC oxvon41turoo e 

;.. oppooecl to th ooo two .. tho4o, tho o .... o .... m. !Iicht -~0 di rect 
c;r-e.ut a to apeoit1o c t e rpritet for iDY11tMnt 1o d et ic;a.a t e4 .. ,..,,. 
Thie .. tbocl ot '"ba 1d1&&.t1en prond•• the OOTer~m~Dt with the Mrl aa.u::'! 
oppor tWlit)' to d otormillo tbo orooo ill which illno-t ..tll bo -.do 
a.Dd to o•trol the &JCO\Ult ot th1 a 1A•••~c't. 

Rec•r~ileaa ot the poa1 ticm t aker: oo , ,.,.r.tloc auba141•• to print.• 
e t ,erpr1ae tor poatwar u.aN. 1r the tl ...S t or oaah i ,D the 1AM4U.t e 
poot.r per i od arlooo priari l)' tro• d ol o:yo ill oot~l ... nt a nd poy:.oct 
ot t e rai.aa te4 -.,. oontn.ota, 1.Dter1a lO&UI a Dd not aut. d elle a oaa.~t1-
tut e t.h• proper oorreot1ft. 

IV . The 1DOell't1Te •pproaoh 

~other poeaibl• objectl•• of tpe oi a l wart1-. r eae r ••• 1• to 
,..moft 1o.oea1t1•e• whioh l ... d ta.xp• )'• r • to •ke t ooi a lly \UU)eo .. aa.r)' 
expe n<11 ~""' 4\lrl..D£ the .. r. lnoeat1•• oont1o erat1ont a pply cml7 to 
n.o ot the pr opoaecl apeo1t'io r ·•••rna, .. uly , Uw r eaerft ror cle­
terr~ • iate D&.DOe and the r eaorft tor d et e r red a dftrthin&• Sxpend1-
turea tor •1ntena.noe and aclnrtitlnr; oon~ U tute decluot:i blt expeoaea 
Ullder t.he exi a tin& t a.x l aw. 'l'ith ta.x ra t •• &I hith •• &1 peropt, 
taxpayer• NY be 1.Dd\l0ed t o ·~n4 a cre t bl.n t.he ab t olute N.ni~ neoea-
1&1')' to • ln\& U warti• pr O'Juotion. l f 4ech.:Ut.-le r eaea·"fel oould be 
eetablie hed t or 4 et e rr.cl •iat ecano• a Dd det e r r.O ad.,.rth1ot , t he 
iDO-tiTe t O • lte t.hell pe.rt.ioula r -.peDd1\W' I I 1P IXOIII i YI ~.~DQW\tl 
du.r1n.c; tbe n.r would. b e reduo.cl or e UalJ:.•t·ed• Aa a r ea\llt , badly 

Regraded Unclassified



- lT -

n ee4eo r e a..,...roea mi4bt b e rele aae-d for t.tore 'U.Iet\41 par t loipa tlon in 
the war effort • 

Bowen r . t here are ••riou.• liaitatlon• to t he ef t l oe.o;,r ot epecial 
r ea en•• ln 1nduo1ng the poatpon- nt of e~rwU t u.re t tor &dHrt1s1~ 
and a1nt.el\a.Doe. It a t'irm ot.n obtain t he reaouroee n.aeae•l')' tor t uoh 
pw-po .. o , ito to.x l h b1l1t1 oa will b e tho auo •• 1f it pootponed tho= 
ancl to ok a reae r•• 4Ku.ot1on. M.oreo't'er, 1 t e pJ·od: votl•• e qW.p:.nt a nd 
' oodwlll will be benefited at l .. a t t o 1 0 ::1• ea t ont by thete outlaya . 
!&xiiiUD poatpoa- at of t hil tn>- of o~tl~ woul ~ p rob&bl)' require oo:oe 
tor 'a ot t u preaiw:a, auoh &.a &D a llow.noe o r , ••y, 120 pe rcent o :.· t.he 
pottpoo...S. ou-tl&ya a a a cled.\.atlon t ·ro:t .. rt1&» re•eaues. 

7. 1apl1oat 1oaa of r•••~• tor t he poa~r ooapetl tiY e atrwoture 

Tbe a llowaoo. ot po.twllr r eaerfta ~· hl•e an lqo rtant b-.rln& 
on t~ o~tltl'Ye atruoture ot lndua t r.l • Co:w o1U1ntl~ , f i :tt.l Jud&­
:wnt o£ th Me resern p ropoa&lt ~W.~ t tak e thoa e e t !'eota in to a ccov.nt. 

the r et1nt~Mnt ot th• cletlni tion ot 1axabl o 1ncom. r eau l til'lS 
troa appropriate r e•or._ d.duotl ona would. bo pa r t icularly benofi cl& l 
t o t1r:u wit h hi&hlY t l uotw.tin& in)Omet . J n t,e MI'\ll , t ho incomot 
or ••11 t1nu tend to fluctullte no rs • •nr e ly th .ul Ul C)IO of lo. rge 
onte rpritee . Moreonr, amall f'irm.a han 1e• • a ooo11 l o outside OApi­
t&l r eaouroee, t..nd oonsequentl::~ their e xpanaion t.end e t o be I)Qro 
nearly 111'111 ted. to t heir r e tained oaminc• • Oit orl r.ai natol") taxation 
will a lto han par .. ioularly ae..-ere ette oU on tirlfll that ha •e gr.o.tly 
expe.ndecl on a ••11 .r,in of equi t y &114 haTe , t here tore, b een plao~ 
1n a hl&hlY W>atabl e t 1 .. ao1al ooa<I1Uoa . It 41oorl101N. to ry tax bur­
d ena are reaoftd, a441t1oD&l twxlt '1111 b e Mde ••1lab le to ti.M) h 
t\TM u thNe ud wi ll enable tho:~ to oo..,.te 80ro e tteotlTely t or 
poe twar Mrketa. 

lJal oea tho oaah a pproach 1a extended t o 1nol\ld.e t ubaJd iet, 1 " 
d 1ttera troa the aooo\lllt1Dt approach CIDl;.' •• lt • phaai aea t h e 141por­
t&noe ot tbe praoopt a~labilit)' of tw>do . -•or, oUbo ldl oo in t h o 
torm ot ... ael"'fto, po&Dted 1D t~ MAe ot t he oath a pproaoh, • Y baTe 
.. rke4 ett eote on t he 1Ddu atr1al oaapet1l1Ye ' 'ruoture . Fir .. with 
tbe 1\itheot rate of warti- profi to wi ll reoeho rolat1n~)' lar,;or 
a ubt 1d1ot t han tlnu with :nor• DOd e.-.t e pr otita. W•r-oaaud ty oon­
oeM\1 and oon owDI with wartiM l o•••• Will r •o• 1Te no tu.nde what•o­
eTer trou theae J.D41reot tu. r eduotiCW11J th\&.1 thtrt muat oor.pe t.e unior 
a double h&D410&p with proeperou1 t1~ tor pottwar buaine••· Now 
t1r:u or~tU.aM a tter the Wl.r w111 • Ito Mn ... o oYeroome t he oom?etl­
tion ot e ntrenoht4 ~terprlaee rece1T1n & a ubt 141 ta. 

11.. t e ... ol• r that t lw m&int.,.noe ot a ooapetH.l•o a t r uo·t u r o 
i .n t he poat.r y eara ca n be fur the r e d by • j\tdio\oua u ae of 1peoi U 
wt.rtl• reaer-rea . Reaer fta aet u 1de out ot wart!• reYen~.M~• will 

• 

Regraded Unclassified



- 18 -

~oubto41~ b o ot help in otrootl~ • 
frOIIl -.r ,t.imo t o p ... oe t 1me prod\lotioo. 
l.ut l noaa , in p& r t ioula r. M y ti~ i ta 
or •••n ita aurrlK l thr.,.t.ene d . 

ea ooth a..nd a peed~ t rana1 ti on 
With ou t •~h a oua h1on, a.c.all 

oo.pot.l ti •• r oa 1 t.ion wo•tl:ened, 

On tho other N.n d , tho a l l o•ano e of exo oali•• r••• ~""••• • • d .Ouo­
tiona a r a1nat wutia o prot it a wo\llii bo l lk ol ~· tn on t..noo t he p:oa i t ion 
or thoae final which prc£1tod lllOit. fro ct the Wf\ r , •• l..:. l o d eny1:lC oq u.al 
opport\LJ\1\.iel t o thoao ad.n r a oly affoot.~ b)' •rU tae oondi t~one . IT«J 
a tto r p &)"iDC hic,h wa rti ~~e ta xoa, c u r r e nt. buai nea t profit s 1\rO • t 
r eoor4 l onla. '!'he turtt>Ar .tube i d 1 .&a \.1 on ot "'r b"'s1ne •••• by a llow­
in' t.hor.a a larco r d are of the ir • a r prof'H.t -~· t.hete!"or o Ue u.nju.at1-
N.o4 . 

Tr .. oury Dopart.ont 
D1 Tia1on of T&x aoa.-roh 

il:D oJIJI 

J uly l il , 1943 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION CC:TID:t::-:'IAL 

TO 

,RoM Hr . 

,u.Ject : taineoe 51 tur t 1on , 
en<'l1n:; July 17 , 191·.;: . 

S 'llf'L'< r 1 

___ c. c?ntl'ol: Fw·t~.er ef:!'o:·t c to l'e 'lC \v1n corte = e 
10. ted 1n ?rice ~~-1n1strttor E:~\., 0 ~ reo~ tat te~ent 

t t < fund• .ehtc.l cl" of tt.c CP.u 1 n to •'• 1 et 1: ~ the 
•. eorr.l rel: tlons.:.i ' of ">r1ceo r n. ' . sr !.c. >rev~ 1led 

,'\ .>e lte 1\Jt-1• 1' , 191 ... 2 . Jec_l1t e t\eclin<' 1n "'ooe. cof'tc 
ln Juno , tl.e L!:.a 1nde:. of llvln· cootr for ••• e lont;. l'ill 
,t. n :-t l eo• •t ~ "ercent 1 bove l:· rt Je ••Cilber 1 e l e·reltL 

Jo::l'iJ."H. l t;: r>rloee : Alt::.ou~ )l'ices or \ .. N t , r ~e rn and 
cotton < ecl1ned turt i.er lt ct 1 ee:, , tl.~ ).(> 1n .. eo:· of b : t-1c 
co "'ollit .r •wices e:.o1·:ed only r· sl1r h t 'ocl'lll re . After 
eolinin.; l ;lf!l'c rnt i n the 'lreviour :~ ~ Pe 'r , the , LS 

: 11- oo~> tO<' 1 t:r lnde>: i n tite ueelt Pn<1e~. J11ly 10 \11'.0 un­
o: n oc rt 103 .0 1ercent of til!' 1"2.' c v•1•:._·c . 

~ )C' w1coa : I n ue·criC l , r~ilroPd t nd utility st oc': '>1'1Ce 
'vel'!' ·en cJ.l l'oFe to nel. 1.1 ,...e "or the ''err lPat \ 't=o e:; , 

H:1011 .,, t!1e nPt t'dvrnce \:1\e 1'elt t1v•lY r.1oc ~rrte c'ee'l1te 
1.\Cl·e~""'' tl't 1'1 ~ct1v1t:r . I nl'urtritl stoc': 'Ot·icer in 
Loa"'on , :t'ter n e:w:t end~d ?erio· of nrr:.•o'. 1 ... ~cp c· :~n:;ee , 
: d·; nc~>< 1• ct U!P:; to tLP .;1 ·:.l'et level 1nce Se!)te1bPr 
1 ~7 . 

' 1•t 1"nt ... tc)l•ft stoc=:.s : At t: .. e nc of ::n~' , ·e7); .rt.JPnt ntore 
rtoc' .~ • Pl'P 30 >ercont belo1 lt st yec.r ' s lrvl'l , 1·1th ell 

JOl' it •• n .. o>.1.nt. c1ec11nee exoeot f\\1' 0 nn.' \'OOen ' s 
~.recres . ~ c ·.:P:.; ht!s lt>.uncbed c o1>.- po1nt n·o~'l.'u:t <lesironed 
to 1'orertrll t he necesE1t;r of clot ho a 1'< t1on1n · . I n r.d<lition 
to oth•r rerture o, retr11ers 1 i11 b~ er'lecte~ to cU scont1nue 
""0' 1'(1 11 ,., lr n t : l''s < nd unt.uc rdva1•t1r1n · r n< nrol:lotioncl 
< ot1v1t:r . 

Lll uu >•>lie o: E• ot Co •• et stoc:•o o! •1nt t>o1f'UIB 'll'O< uctn LV< .i l.nble 
01 civlll.. nr lu ve continued to rlM , cn{l. 1n the l•ee:; ended 

.:nlJ 1.) l'!'r Co<P.il 31; . 0 r>ercent of noro\ 1 , I' R COfl;lel'Sd to f 
l'OCOl'c lou of 2!;, . !; -,prcent 1n t .. e firct • ee:. of ::r{ · Sl~r.>_ 
<'.11'1 e •encer of ou1n1on continue ttl e:1ct !:.At' een t~e OPA l'nu 
t • 1., . it!. 1·eoc">rct to ,l'•ol1ne r. t1onln ne t he need f or 
.a uer cru e o11 llr1cer . 

- - - -
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7urth"l' outs 1n 11v1no; costs sou, ;:lt by P1•ice Ad.m1n1strator 

In reply to chnrces of confusion nnd lnok of oolicy i n the 
Cl'A, Prioo AdJ,t1n1etrator Bro~m indicated luat 11ee!t · that the 
ur oio nim of the OPA i s to l'eeetnblioh the i;eneral relation-
o .• l 'l of prices e>nd >~ages >~h1oh prevailed on Septel1ber 15 , 19lj.2 . 
, .a 1'ill obviously be a difficult t nok . Deop1te oome re-
~uo ion in June l'esult1nr, from lower :rood conte , the BLS 
1~ ~1· of livinG coats fol' the month 1lll ot111 sho>T nn 
lncl'erce of nt leest 5 percent over lvst Se,>te.~ber . The 
. :•ice . .&11ni:~trntor ett-.tes thr t tl.ie inorec.sc must be 
•r: seG to ovoi d unfoirneee to l c bor: conr.eC'uently he t'ill 
nres t he suboidy rollbt'.c~ J)ro ·rr..n on me~ts end i..utter, 
l~n 1·ith other measures , i n o1'<1er to cut beck 11v1n.:; costs. 

In this connection, Presid ent !;urrey or the CIO stl\ted 
· •t 1 ae:< that hie orGanization 11.11 111 tllhold tor the present 
thre:- tened oeJUT.>oif>'Il ag~inet the "Little Steel• formula 

nd tho hold- the-11ne order . Last too nth the CI O lee.der 
l 9FUed 1\ Vil'tUD.l Ultimatum to the e:f':f'OOt thCit Unlesn 1'.1! 
.~:rect1ve rollbrck ·of T.>ricee uero ocrried out by mid- July 
.io union 1.·ould deml'nd that the "Little St eel" formula be 
Ol.\(1 I)')Od . 

Commodity nrices stendy 

Co :unodi ty nrice avernges eho~; 11 ttle nPt ohnnGe ln the 
let•~t l'ee:-.s reported . The ELS ind ex ot l.>r·aio co:n:.todity 
'?:'ice8 At' ed f r actionally laet wee't , t•ith further declines 
• · ;·,u! •. t , steers , end cotton , ~·hioh ~;ere lJlr;-:ely offset by 
,, u "turn ln t.OP nrioes nnd c continued ~e.vc nee in tr.e '?rice 

o~ ro&ln . (See Ciu>.rt 1 . ) 

.iuu t m•loeo declined last ;.eelt under increased hedse 
.,.111n , mol'e f cvorable crop reports, ~nd on the Price 
... tnictl·r.tor ' e stateoent thnt no inoree oe in the corn 
c il1n::; WIG contemnlated. A sroup of t•hent etate senntors, 
,,o1 ever , led by Senator Reed of Kt..nsns , lnet weelt callftli for 

n 1nc1•eaee in the ureeent •clcnrly illecr.l" flour ce111l'l8 
li nd Pn ndvvnce of about 20 cent e 1n 1 he t\t Pl'ices to the 
'' r1 ty level . Apnarently influenced by th1o p1·eeeure , the 

P1•ioe Adl•tinl etl' ator aa1d at a r>reos oonfe1•enoe on Thursday 
t.u t :f'oroeo beyond IU e control micht l.>rin.., about a J)riee 
1ncre. ~e on ' 'heat , but that Col!llJiodity Credit funds ~10uld be 

oeu , 1! neoeeonry, to stabilize brend 1r1ces ~Jithin hol d­
.e-11ne 11ml t 8 . 
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.ht :.W nll-co.uodi.ty index in t:lc •,;ce:t ended July 10 
old unoh-~n· ·ed o.t 103 .o percent of the 1926 nverllf:'e , after 

t:.o oui.>rt:Jltlnl decline of l p('rc en t in t he •>x•cvlous t hree 
no':n . ( Ocr Cht>.rt 2 . ) The enx•l1ex• l\o1mturn hc.d been due 
r l.ooot ~ntix•oly "" t ne x•ollbno!to in ment nnd butter Prices - . 
to ·ctl.or \.lth ue::tlmesa in live hOG '!)r1oeo onll n seasonal 
~t·1c~ ~oollne fox· frul ts and vecre t nbl oo . 

Corn- her· nrlce ~roble~l •oo:1e11h1't less lUY·;ent 

uecl1nc of ~ully 2 c ents L'. -,ound in ho:- :>rices over 
t • ~r rt 3 1onths hLc re<'-ucod the m•ofi t in feedln · corn to 
ao r , • •11. r '1ould t1.creoy help , ct lel'.St te::~port'.rlli( , to ma::e 
. '~·e cox•n rvl'J.lcble ~or other uoes . Tho \/c.nln of n.;;1ta t1on 
r::u.· C'. •• 1 ·.\er Ot"dl ~l'·1 ce !"Ol' c o1•n Lll',Y cleo b1·1n..; so"Oe 1norense 
1n ~. leu b;r frt•;Jero . Price Adlinlstrntol' llro~m said l ast ueek 
t _ t t .. P corn _wice cellin.; 1:oul..i be ':o >t .... t the :!)resent level , 
r •>'- t•~·t corn 1 e nevin:; t o I:lt'.r:cet • no,. tha t orice uncerte.1nt1es 

rve 'u~ctt ell oinrted. • Food i<c.uiniotrntox• Jones also mentioned 
t.n 'cooler:. tee, oove,nent or corn frooo f vr;,to. Houever , t he 
ct1 t1 etioo on oox•n receipts ut leN'I.in,; JUi d- uestern merl,ets 
o~L~i· no t~eocnt 1nct""eDse . 

. o £>11 ni d 1n correctinG the oot•n- ltoc; nx•1oe disparl ty , 
weoc rt'!>Ol'tr. 1:-r.t ueel' ind1onted thnt the OPA t nd liFA r.oay 
:•1\IIO\Ince coon thct they do not intend to &U'lport hoG px•ices 
r t 13 . 7!.1 after 3enteonbe r 30 , 191].1; , 1hen tho pt•esent comui t ment 
ex?1.reo . An announceL1ent of thi s 1ntetot ion no11 ~:ould tend to 
.1ccourr ~e n further ex:>ansion 1n t he ho..; ox'Op, nnd perhnps to 
d1~courn ;o tho fet>d1nG of l:o~s to l.ec.vy 11c1.;:.ts. Sollie such 
C-~·1 c in teedin !mbl ts, ::;nC. '>t•oocbl!' even more drnst!c clm"Ges, 
·1.11 be necesao.r:r to prevent r>. nore ee1•1oue corn sllortat;e 
next :er r . 

!!ecvy i:o · c..-u-:~etln"G con ;eot nnc'tin" 'l)ll'nts 

The oontittued hec.vy nar;teti n•:n ot hor;e , 1'h1c11 have been 
c:11etl·r reowno1ble for the decl1nin · tx•end of hoc or1ces over 
the OOOt thl-ee mont hs , ret>.ched Pl'O]>Ort10nD early this lllOllth 
thnt t nxed t he c nt>ncity of oacklnr; plllnto . The u1tunt1on 
ovrx• the Fout•th of J ul y hol i C'.c.y , ncoord1ne to tile l a test 
tour .x·truent of 1\grloul ture rePort "m•oved too much f or mc.ny 
~lrnt~ tht·our·ho~t the count r y 'l;en ocpno1 ty becnmo conc;est ed , 
t•nd '>rlcoo coo lined bc.dly . ll~t in yec.ro hr " such ll condi tion 
o;.i ntctl , ev ldenc1n' ' t he toll of 11v.r 1n mon- poHer f rom the 11 
1rc':in · induntr y , lnbor n:onarent ly be1nC the mnin bottleneclt. 

The e:·tent of the cieol1ne 1n he, nrioes over t he n~st ) 
ont'u lo ln '..l.Cl'te<i. in Cho.rt 3 , l!iU.Oh 11howc r.leo the ef- ect 
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., r .·~ornt rollb~ok on ::hol cor>.le ?riooo of hor; ])roduot s . 
_. .e .,, o':oro ' ;roan 1Jruy1n on !)Orlt products for civilian use , 
r r n .. o1 n \;y the lo11er l i ne on the ohr rt, hila n[;ain reached 
,. relt•tiv~ly profitabl e l evel after allo~mnoe for t he subsi dy 
.,rz,~ t~nt . 

I ncrel'f>et1 food r;oals for 19lj.l> nnnounoed 

'i'he De'> 'l'tolent of A<:rioultUl'O nnnounoed last week i t a 
·onel·t•l food nroduotion f>Oala for 191>4 , a mm•ently those 

1n• clj• fo1-..ml r ted under tile p1•ev1ouo Food Administrator . 
.. reoor"- oroo L'ree. of JSO,OOO , OOO norea 1e c r.lled for as 
c.,. l'l:l' B' 1:1 t h 3o4 , 000 , 000 I' Cree this you• . The orinolpal 
i:lCl'e. oe 1:111 bt' in t:1e acrec;;e of \lhec·.t- - nn i ncrease 
rob: bl; orsiest to F.ttr.1n--for l'iuch the .o •. l is se t at 

2o .>croent cbove that o~ the current year . 

Soec1f1c GQnls for oth er orooa and for livestock tnll 
be cnnounced 1~.ter , 1·hen the feed ou?l)ly nnd cro!) production 
f1 :u1·eo 1'o1• tho current year are mo1•e ncoul'l' te ly kno1:n . 
FurtHrl' olil'.l'n uc1•err;e 1noree sea for ouob i m!)ortMt llel' 
cro >O no 'l8!111Uta, ooy beM a , flru:oeed , o.nd 'J)ot atoes tu>e 
e:. >ected . l'l'e no t•epol•t s indi ca t e t hr,t t h e Food Adminis t r ator 
lnt•mdo to ,)l'r a~nt the detailed pl vns to Oonc;r eas bef ore 
-,ut t1nt· tho m·ocr n>:. int o effect . 

Stool• !)!.'lees advc.nce to nell hi, ·he 

Tho Oo11- Jones averace of rc.ilrorul. otoo:t '!)rices f inall y 
l'ose r.i>ove t he previoue 194-3 h1 ·h on Tuesdcy of last 11ee': , 
!'ollo"in · Q!•evious ne:c ru..;hs for t he i nduatri rl c.nd utility 

t•ou.,n . doul' observers interr>reted thl o cove ns a eis nel 
for r furt!lrr <·ener~~ rise 1n etoc!t 'lrloeo, 'out despite 
frir l;• r otive trndi n · , yrioes on t :.e ~:hole 1 ere unr.'ole to 
..1r'·e r n; fu1•ther renl Jlepd.:o.y durin ; t he 1·ee!: . At the . 
close on Srturdry i ndustrinls liere only rrc. ct1on~lly ::u-... er 
t . rn a 11eelt e~>.rli er , Hhile rn1lrot>.d and utilitY stoc~:s showe~ 
;nlns of 2 'leroent l'nd 1 per cent , renpeo t1vely . (See Chart ' • ) 

Since lnet J Muary, induetr1nl otoolt J)t•ioea in the 
London IDr.l•kct hnve levelled out , ~<lule induetl'i lll& on the 
:leu Yot•!t oxohnnr;e have continued t o rul.vnnoe . As n 1·esult , 
t l• e d1Sl:>l'.ri ty t~11oh began to develop 1n the closing months of 
1941 haa now b een eubetantio.l.ly reduced . ( Bee Che.r t '5 · ) 
.:o1 evrr 1\i ded by t :1e rrvornble oouroe of tiD l' 6.8veloptilents , 
ti.e London urr ket recently hne ohovn ooma oic;no of t•esuminr· 
lta errli~r l.'iee . Thus no a result of ntecdy cains l ast 
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, in• u tl'it l stoc:t prices i n London on Fri dny t ouched 
t • n1 ·.eat level since Septelilber 1937 . (The ners1atent 
:•ioc in our m~1·1cet s1nce ea rly l!ny l not yec.r , ~·hen t he li:'.r 
. 1o~·r too'~ l\ tno1•e fcvoN•ble turn i n the ba ttle of t he Coral 
~tr , 'lll be '>t> r t1cul1U'l y noted on t he ohtU't . ) 

De>: r t aon t a tore stoc~ta much belov 1911·2 l evels 

.ut> .ou h oenoonall y- adjue t ed dep{'rtment otor e sales in 
.•ccer.t L10n thc 'u·ve fnJ.len belo\1 t he boom leve1.r of ti1e early 
• l' t o the yo~.r , they hnve continued t o mrute I' s trong cho>:1n'· , 
1t . t P !'.\? index of sc l e s in J une r i a1nr to 129 !roo 125 

l . (.;lee Ci'.f'l't 6. ) '!';•e cont1nui nr· att•onr: ~.ce o!' scles 
:· · nte• IllY L>i '"llific <'nt recover:; in the ~'R!l i ndex of 

e'>. r;. .rnt rtore stocks , 1111oh on lln rAJuetto~. be' do declined 
rl•:J• t · ithout 1nt<>rr upt1on t r oll! the penk or l 4o lt>.st July 
to •7 111 ,,-,rll . A s l1:::;ht recover y or.rr1ed t:1o rul.Just ed index 
)' rtoc·.~ U'l to "' 1n I:e.:r, •.11 t h f 1 Jurea f or Jun e not yet 
rv. 11. ble. ( .lefer to Chart 6. ) 

At t!lP end of J:t>y , denart ment etot•e stocks uere 30 !)er­
cr.•t •elo\ the cor r e apondlne do. t e 1n 191.J.2 . The Ui de s t decline 
oco>U'l·ed in atoc:~s of onjor househol d v >l'll1nnoes , l 'h1ch ~:ore 

o\.n 7) ">eroent f t•om lust year ' s l evel . Of al l items 
c >11'' t ol,l olooo1f1ed , only ~Jomen ' c dreosec e nd fUrs sho" ed 
1n~ ovc1• ntooks on hand a t the end. of lli'Y 1942. 

il'!l lcunohes pror,1•:m to toreet cll clothes r e.t1on1n::; 

•• scertln;; thot there 1s e. &U:>'?ly of t e~·t1lee ~.nd t e:ctil e 
roc.uctc r·dequete to meet cll oi l 1tr.l'Y and eosent1nl c1v1l1e.n 

,eede , ~.PB Cha1t"tlc.n Helson l ast wee!t nnnounoed l'. six- point 
''''> "1'< ; i ntended t o mnke clot hing r e.t1on1nz unneceoenr:r . A 
t . t-.u•e of the .,rocre::1 \"ill be an 8tte.a~t to ncceler r-te out ;>Ut 
o~ 1' •a '>l'Oduced J.o>'- prlced olothlne, i n contr ast 11. t h recent 
trrnc.s to•·r.rt e~nlu>s1s on exnens1ve ft>br 1oc . Production of 
~ • cnt1Ll tl'>ttlles is exoected to be mnl ntl"l nod ~t nt•eson t 
~·~cor, level o , nnd \;herever !)osai ble it 1·1.11 be ste:>!)ed up . 

In lldu1t1on to other rnensure o, bu1•lnp 1m >Orto ere to be 
lncreroell r o c reoult of t he reopenln·• of t he !ledlterrnnean , 
•nd th1o 18 e:·l)ected to r elease cott on now golncr int o t h e 
li'nuf~cture of bngs fOl' re.rm crop s . In or der to nohieve 
r,l et'unte nnd orderly d1strlbut1on of nvnllnble f'·ood s , e. 
>rt:> 1•rn 1& nlso u.nder " "'Y 1n t he r eta il t1eld 1•hersl>Y stores 
· lll r "roe to discontinue • sco.re" onlon t rlko c.e vel l a s o.d­
vt r t ioin · n1e1 >r oootlonnl not l vlty deo1r;ned t o 1nc1te un­
: r r r · nted consumer buyinz . 
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Eas t Co~st oil ou~nliec i~nroved 

:..ttrl' f nll1n'' to a record loll of 25. 5 nercent of 
10r.ul 1n tl1e f i ro t t·:eelt in l!ny , Enot Conat stoclts of 
>etl•oloun Tli'Ot1ucte twt> 1lable for c1v1l1t> no have sltotm a 
ot en<\Y r1oe 1n reoent 11eelto and renched ;4 .0 percent of 
no1•.-uJ. in t he l'e f'lt ended J uly 10 . (See Chart 7 .) In 
vlO'•' o1' th~ 1•eo ent iml)rove~>eltt in su!)nliee , Pi·ice Admini strator 
rrOI'Il E'~.l>l'88Cf!<l t he Opinion l c.ot 1188k that (;aooline SUpplies 
,,. ~· ntcrn •. totor1 ete r~'!.ve been cut too ehnrp ly . However, 
t .• lo 1ci nt of viel" \la s "Jromntly chnllonged by t he Petrol eum 
.. .;.:lr.ictr ntor , l!ho sta tec:i. enphaticnlly tha t East Coast 
ci"iill. n consumntion of ~;asoline cannot be increa sed except 
ct t .• e e:·'lenoe of military oper ntions. To furth er emphasize 
t:.e diver :ence of v1eU!)01nts on t h e East Coast <-nsollne 
cltu t1on , ~rcns~ort~t1on Coordina tor Saetnn n has Just 
ct.tod thrt the pres ent reduced casoline r~lotment for 
clv111: ne i t:J)>ll1re essential t 'r a neportnt i on , e.nd thet he 1 e 
ln r:wor of doubling the present A coul)on nllotoent . 

In r· ne11 effort to ge t at t he root of t ho prcbl E'm , t he 
Dir ector of \/nr l!obilizatlon last ~1oelt opened tllUtt 1·~tt8 
cl.eocl•1l>ed r.o D. t horout:Jt investi t;ntion of t h e domestic 
·c.col1ne c.nd fuel- oi l 81 t ue.t1ons . In o.dcl.1 t i on to conf lic ts 

ever t•a t1onl.nc , t he oo~ttrovere::r over crude oil pr ioes l.e 
etill h.'r."i nr· f ire . Ttto Cons reeeionC'.l cow~itt eee recently 
cdded the11• re~<>m!uendations t o t bL\t of the Petl•oleum 
" :...>inl ct rt• t or t hf'.t cruc:>.e oil prices be rn1eed a e a 
&ti nulna to procuct1on . Houever , OPA hne refused to 
l'ececle f r om its ooeltion tha t a ·enernl crude oil price 
rC.vrnce is un11nrr c.nted , end •·ould constitute n violat i on 
of the hold- the- line nolicy. 
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TREASURY DEPARTMENT 

INTirlt OtrPICK CC»o! NUNICAT10N X 
- JUL1 91!N3 

TO secretary Uorgenthau 

I'OON captain Kades 

1. You have asked how much beef , pork, and lamb is 
eaten at hotels and res t aut•ants . It has been roughly esti­
r~tcd at OPA that about 13fo of the existine total civil ian 
supply of meat is consumed at restaurants and by insti tu­
tional and industrial users . In other wordsi about 171,000,000 
pounds of meat (carcass basis) out of a tota of 1, 273,000, 000 
pounds (carcass basis ), is eaten at meals served at hotels, 
restaurants, cafeterias, hospitals, and other institutions . 

2. You have also asked about the possibilities of put­
ti~ restaurants on a point rat ion system so far as beef, 
,orK, and lamb are concerned . There seem to be four main 
reasons why this has not been cone, as follows : 

a . There is a defini t e recreational value 
inherent in eating out dur ill{; wartime . If meat 
were rationed in restaurants, it would be less 
desirable to eat out and this form of recreation 
VIOUld be discouraged . 

b. !Jail¥ administrative difficulties are 
involved, such as weighi~. portions of meat 
served and requiri ll6 fractional points . 

c . The meat situation is not sufficiently 
critical to warrant point rationine in restaurants . 

d. Conmunal feediD£ , such as takes place in 
hotels , restaurants , and cafeterias, is t he l east 
Vtasteful method of util izine food supplies because 
the vtast e per person served is less than at meals 
served at home . 

3. OPA regul ations restrict the amount of meat 
and other rationed foods vthich may be obtained by any 

• 
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institutional user. A base has been established for each 
institutional user f or rationed foods based upon the amount 
of such food used and the total number of persons served 
during December 1942 . . 

In addition, no wholesal er , hotel supply house, or other 
similar sel ling institution is allowed to sell fabricated meat 
cuts exceeding in volume 70% of the total volume by weight of 
all kinds of meat sold from September 15, 1942 through Decem­
ber 15, 1942 . Hotel supply houses which customarily select, 
ace, bone , and fabricate primal cuts into roasts , steaks, and 
stews, ~. however, charge 2~ more than the zone price for 
these services . 

In the case of lamb and mutton, fabricat ed cuts are not 
1vailable to retail ers . 

4. Any solution of the problem of eliminating the dis­
crirunntion between those who eat at hotels and those who eat 
at home tends to become very complicated as an administrative 
matter and might well encourage bl ack market operations on 
the part of expensive hotels and restaurants which 1·1ould seek 
to keep their wall- to-do clientele satisfied . 

It is difficult to suggest a substitute'for OPA's policy 
of allowing restaurants to serve rationed food vnthout requir­
ing coupons . The principal objection to this policy is that 
it tends to favor higher income groups . ThW criticiso r.ould 
lose considerable force if industrial canteens and cowmunal 
fcedino centers were subsidized, as in England, because this 
would bring eatin& out within the means of practically every 
income group. 

As a possible alternative, it is su~Gested that the 
amount of choice cuts of meat available 1n hotels and restau­
rants could be reduced by imposing price ceili~~ ?n the 
meals served . This would probably result in llm1hng th~ 
number of courses , the size of the portion, and the quahty 
of the meat . 
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TREASURY DEPARTMENT 

INTER OI'I"'C I! COMMUNICATIO N 

DAR 7/li+/J+} 

::n"t~1 n l(pdee . 

Th~ Secr r tnr)f, 

All of t hese oeo>le who live a t ho t rlo or eat at lunch 

!''c., a Pr~ O"r t tina atray l<>'i t h "nurder nnll I don 't are why t hey 

•~ould~'t heve to "ive u" >)Dints, more ~rticulnrly ~or .,eat . 

: r• r.,ber durin~ 1/orld ·.:ar I wren ! wr.s in Paris 1t you want ed 

're~td ··'len yo11 ,;en t t o a reetaur~>nt or hote l you "rl! to 1:1 ve up 

>o ' 1tr before you could ge t br ead pn/1 1 t >toult' br ~ ntercsting 

1f ~011 00111~ find ou t fron o . P. A. hov 111uch hePf , pork and le.mb 

lr eaten , ln ot hflr Horde " re consumed a t hotels and r estaurants 

Pnc' t he noUb1lities of :outt1ng t hose on T)O ints 1t it >rould 

•·rl·' the r•1ortagc a1 tua t1on greatly. It scene to me t ha t t hey 

~rve le't a "'r en t bi g 11lde ge!> in t he dRD •·hlch out!ht to be 

sto?'>Od up . I ' d a:nr ecia t e it if you woulc' loo'' 1nto th18 

·r,~-,tly Pnd let ne ~.,ow, 

.. 

• 

.... • 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER O ,.FICE COMMUN ICATION 

DAft 

8~ 1.. 

212 

Secre lary Lorcenthau 

:lmdol ph Pau 1 

JULUM 

The Attorne~· General has wriLLen the Pres ident 
~~·itlclzln.:; the action t aken b; the Secretaries of 
/o.r , iia~ and Treasu~· and the Chairman of the Lar itime 
;o .ui~sion in defininc the so- called "rar: •aterial s" 
~ro\i,ion in the r~r.e~otietion Jtatute. 

The President sent the Attorney ~cneral ' s letter •nu ntmoro..:dUJ:I to Under Secretar;· of .'lar Patterson 
r•it:: instr uctions to "cl ear" it m th t he other interested 
~~~~ncles . Jud~e Patt~rson is to talk with the President 
:~bout the •Mt ter 7/eilnesday mornin:; . 

l.r . 1arbury, Chief Counsel of the Purchase Division 
of the War Depat• t ment , and Ltr . kc intosh , Counsel for the 
lor Department Price Ad justment Board, l'tct•e in to see 
~e thh af ternoon about the matter and I told them I 
woul rl tr; to have same word for them as to you1• position 
L~fore Juti_;e Po.tterson talks 17ith the President . 

It se~s to me very important thnt t he a~encies 
,•csronsiUe for the interpretation l'fith nhich the 
!. • Lorr.e~· General has taken ; a sue rresent a united front 
il" t' L. ~· •ter . The i nterp1•etatlon in '}Uesti on ;;as 2de 
l··¥t Jr.n·•·r~· , after several weeks of discu3sion, dur·inc 
rt.I~c:, tine the i nter,.,retation su;;.,esled bj' the !ttorne; 
3cneral rros ·iven careful consideration and discBI'ded. 

"' 
l!nvc I :,rc•!r nermission to tell the Under Secretary 

o' .ln.r Lltnt the Treasurr Department i s in its corner on 
tl.b ma tter? 

... -
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r)c:cn .. -• • 
TREASURY DEPARTMENT 

I"'''CUR£MENT DIVJaiOH 

WASHINGTON 

July 19, 1943 

.. ·o~~DlJJ TO Tlili S:-CIU.'rARY: 

Supple~enting re~ort to you of July 12, 1943, 

the purchases against the African r rogram f r om 

July 12, 1943, to July 18, 1943, totaled 1,886, 964 .20 

or a total of purchases for the program thus far of 

v4~ 1 tl50 , 0Q7 , 1;14 , 

Please note the commodities on the at tached report 

civing status of shipping against these purchases have 

been consolidated under certain headings , due to the 

diversified and numerous items now being rerorted . 

Future reports will be subr.l.i tted in this manner 

as the list of items will increase from week to week. 

213 V' 
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Steel, fiFe 7ubing 
';'in l late 
Zinc 
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BRITISH AIR C OMMISSION 
17- MAaaACHUe~ AWNUK 

WAeHIHOTON. D. C. 

TI'-&PHoN• HoeA'" eooo 

nth the "CC''I"•-w ot BriUoh .ur c-s.Nioa 

'lllo eacloH Swt.eDt llo . 94 - .urcz.att lle8p&tcbecl 

- t or week ended JuJ.T lJ, 194.3. 

";l 
TM llollllarabl• a...,. -.rceotloao, Jr. 
Secret.ez7 ot the 2'reuv7 
I:&.SIIIJtG!OI, D. C. 

~I 

~· • 
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TREASURY DEPARTMENT 

INTER 0 ,-FICE COMMUNICATION 

Sccrotnr~· Morgenthau 

Randolph Paul 

:leference is ne.de to tl.e vrevio;~~ ~e!'lorandUJ:l 
t:n t to ;rou on July 1 , HJ43, :a th re~rer.t to the 

"l'O;>osal of the :7orld Jel'!i sh ::on.;res., deo.llr...; with .... 
h~ evacuation of several tl!ou.an•l Je·ys fro:~ ~\CllP..nla . 

Th' s ~atter has been thorou.;hl, discu$~ed h~~e 
in the Treasury ani! l'!e have advise<l State informall] 
that Treasttr~· is prepared to ap;:rove the nece~sar;r 
trr.nsactions on the basis of the racts nol'! before us . 

·,'/e ~hall keep ~·ou advised o developments , 

Regraded Unclassified
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219 

01••n bel ow 1o tho • ..._.,. "' t ho Co•orcial J.ttaeho of tho nnq 1ooUtuh4 

.. otbq oeonoalc li"'Yin tor J'r" Chi-. 

!hroucbout J'li"'o CIWia crop proopech wore &roatq aproYod "' tho wi4ooproa4 

rtJna 1n Jua.e, thu1 relie"YiDC feare of a abortqe of foo4 and. cau.ttnc :t~•1c=a of rlc;e 

ond whot.t to 4ocl1"" troe tho oxtro111 pe.O r oached 1o oarq JllDI. J.lthDU«)) an 

lncreue4 production ot cotton h&o boon expected in 1943 ao ruulto ot oftor to IV 

the OOTt rneont, tho prlcoo of cloth ccntl.nuo4 to rioo with an a 4Yanco in tho 

Cto•ncklng black arko t pricu ct 1~ 1n Juno. Prien of food in CIND&Idng woro 

conorolq 110dorato and thoro wao a 2f1f. a4•anc• 1o coal prleoo . It wao reported 

that price ad:Ya.Aell were creater in o·the r ctntt ra aotabl7 Boua an4 She ui where .. • • 

lar&• nllllboro at troope wore otatio.,.d. .l.lthoU«)) fl«w'oo tor Juno were laekloc it 

II ootlu.tod that aonthq (0 ) while lncroaoo continued around 1~ in t ho c-noral 

price index and 7 to 8~ in note circulation. 

On JWlo 1 tho Cbluoo Oonr-nt offered a now victo17 bond lome at t hroe 

billion ChiDooo 4ollaro at 6" iat oli"'ot. It will probablT roaatn larcelT ill 
Oo•oraoont bank portfolioa l ike proYioaa iamoo ao4 haYo no oi&nif lcant effect on 

lollatloa. J. toapor&'7 ouoponolon of roatriotlono acainot 4o .. otlc tra41oc in gold 

ond organhatlen IV Central !ruot of an innotaont truot wore aaong other aono 

""dortakon in Juno to otoa inflation but neither of thooo 11 expected to be ••'7 

otfoctl••· Currooe,r inflation oontinuod tn tho aaan time to i noroaoo at a rate 

of .. ,r thraa billion Chioooa dollaro aonthl,y. 

Jaw 1D4uotr1al ontorprlooo ot art a4 1D Juao included a cl&..,....t to tacto17 ao4 a 

1 .. tbou.an4 oplodlo coUoo aill, both at Yuan&~~. In Yunnan oonrol .. all olcobol 

41ot1llorioo wore cloood and it wao reported that tho ro-iDlng 41tU1lorlu in 

lll.ln&D wore oporatiJI& at a oaall traction of capacity bocauo• of ohortagoo of r• 

oatorlal. Oo Juno 3 a coaploto r eorganisation of Chiooae lnduot rial cooporatl••• 

. .. b•&UD· 

It wao annov.nco4 that on lu4 1 , two loadia& COYor-nt ono4 bU c-loo • 

SOiltbwu t ~n.noport O a.po~Q' and CIWia !ranoport Co.pa!V', would ••go b tht 1otoroot 

of t CODOI!r and otficionc:7, !holi"' bao booo a ouopoooioD of c-reial air oon1oo 

lo lwoUio. ~be 1943 I:EpOrt quota for tea wu tlxod to .200 ,000 choota but tho 

quaottt:r obippod will 4opoo4 oo ohlppla& prtorlt:r and aarkoto . On J1ll1• 1 chartered 

'book.,.,.., C"""gklll& branch aalda& tho oocon4 :Brithh bank branch in Choll&ldll&• 

lroa I""• 1 t o J'ClDo 9, tho production coDioronco • bl eb tho OoYOrDIIODt oalla4 

ut at Cbv.ncldn& witb a propoadoranco of t ho prha t o 1D4uotr1al 4ologatoo to 411.,.• 

••ono ot iacraatloc produeU••• During tho cootoronc• ......., roool uUona wore puoo4 

but it 1a doubttul it tbo7 will o&r'7 IIOCh fticbt with tha Oo.,.r-ot. Pli"'parat0'7 

to 4ru1ag up COII)li'Ohootln poot-war roconotrucUoa p~ t or tho oorthwtot prodncoa, 

a •-hoioo at \wont)' oxpor ta 1n •arlouo tlol4o wao oont ~ tho Central Pl&Dolng 

lloar4 to ll&lco a thorough otuq of t hea• prodaooo. 
J.!'CBISOI 
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~ECflfT \1\Y Of Tl\0 ~ <:URY 

"' '3 Jill ?C) AM II 17 

NOT TO BE RE-~~1~ 
•~<::>llfll Of.?ART!oiEiil , ). 
• COPY NO,_j:L_ 

m.Y,!lSl!.J;Qit.§AQ.W 
l(.§ .... ~~G.W: 

£?!l'Hq,·. ~l2· 
Information r eceived up to 7 a . a . , 19th July, 1943, 

Coneidereble d8C8ge and ceaualtioa ver<: caused when a ship 
... 

loadin& llinos and other captured ~rman war Cl&tarial blow up in ALGI£RS 

Harbour on the 16th, Two !lorwegion ahipa of 7 ,000 and 2,000 tons r esp«:tivel;y 

becace total losses as r esult of e.xplosion . 

l1EST£RN FRONT . 18th, Escor ted T;ypboona '>orJbed WJBEVILLE 

Ai rfield and Railway Centre and eacor tecl Beaufit htera attacked a convoy off 

DEll IIEIJlfR, dsaa&ing 1 ship. Ene:oy casualties - 8 1 0 1 J , Ours - 9 r.liasing. 

18th/19th. Aircraft despatched: Sea-.,ining - 16, 

Intruder a - 12, All returned safely , 

SICILY AND SO~IN ITALY. On 16th/17th and 17th, a total 

of 693 t ons were dropped on NAPLES. Night a t tack by ' elhngtons. Day 

attack by Fortreaaes, Liberator e and lolediun> BoOlbera with escort of 17.1, 

L1Ghtn1nga . Hit r ogiste1ed on Railway Centr o Royal Arsenal anfi Oil S~orage 

Area . 

l6th/17tb. Our fightO• a daL18gcd 2 schooners in the ()\IV 

OF TARANTO and litht and cediUl> bolllbors dropped 55 tons on C.k?ODICHI:IO 

Airfield and 32 tons on CA'fAIIIA, 

17th. hitohells dropped 34 ~.ens on ?ATJJINO, Durlllll these 

opera tions entm.Y casualt1es - 39, 10, lJ, Allied - 9 lloubcrs r.dssir.g. 

• 
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Hello. 

Henry? 

In person. 

How are you? 

Fine. 

Yesterday I had the representatives - the heads ot 
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these agencies buying etutt abroad - BEW and Rocke- , 
teller and Ed Stettiniue here with State Department ... ~ • 

Yeah. 

•.•. and State Department bad e suggestion as to the 
relations existing between those agencies and the 
State Department which when I considered them, I saw 
would also affect some o f the departments like Army 
and Navy and Treasury .... 

Right . 

. ... and I ' m going to send- I asked them to put in 
writing .... 

Yeah • 

• . . . that ~ wha t they had in lll.ind after the discuaaion 
yesterday. I'm going t o aend you a copy ot it and 
t hen I thought next Monday When va meet , I would like 
to aek you, or it you don't want to come to send 
somebody to represent your viewe. 

Good. 

In sending it I was going t o aak though that you ask 
your fellows it they wouldn ' t send me in letter form, 
as oromptly as they could, before the meet1n~ because 
I want to get these felloWs working and they ll probably 
get together on lt among themselves tble week ..•. 

Good . 

.... and I wanted the department• like Army, Navy and 
Treasury to see lt theY had any objections .. .. 

Vnen Wlll I receive 1t, Jimmie? 
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'!bey wer e to send 1 t to IDa today and .... 

Yeah. 

...• I'll promptl y send lt over to you. 

Well, we ' ll give you t wenty-tour hour service. 

All right. I telephoned you yesterday and they 
esld you were out ot town. 

Well, I've been - I'm up the r e with Mrs. Morgenthau •... 

Tell me, how le she? ,. 

She's still at the hospital. I try to spend Mondays 
there. 

Right you ere. 

Well , we hope .... 

I e she improving? 

Yea, we hope she wlll go up home Saturday . 

Good. 

And I'll most likely stay up ther e over Mond~ again 
with her. 

'o'ell, after a l ong stay .... 

I t 's almost . ... 

• . . . she'll be delighted to get back home. 

I t 's almost nine weeks now. 

Good gracious. 

It 's b een terrible t or her . 

Yeah. I everybody has- it's been terrible on you 
end everybody else, too . 

Well, I- it's worse on her . 

Oh, the person in the hoepltsl bee my sympathy always. 
Henry. 

• 
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Yea. 

I sent you - I got Mr. Ruaaell to take over to Fi tz­
Ger ald • .. . 

Yes. 

.••. tha t - those papers. 

Oh , yeah. 

I determi ned that - after I had read them thr ough -
that .•.. 

Yeah . 

..•. I'd better not do- better not talk to those 
fellows about it. 

I see. 
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. .. -

It's one of those things you- you never know how they •. 

:leah. 

. ... they get mad about an appointment tomorrow .... 

Yeah. 

•... and w1 th the Boas •••• 

Yeah. 

.. . . and then they - you don't know how they aet and 
you better not - I think we better let ~hem alone. 

Did you get a - did you set a - I sent you a copy ot 
what I sent to the President on this - uh - trom the 
Labor Council. 

I didn ' t get •••• 

Lest week . • .. 

Well , I'll inquire. 

What ' ! hie name - the man who ' s counsel to r the - oh, 
he comes !rom Wisconsin. He wae the dean out there. 

\oli th w!:lo? 
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The dean ot Wisoonain Law School. 

Oh, Lloyd Garrison? 

Yeah. I sent you a memorandum from him. 

On this? 

Yep. 

I didn't- I 'll get my secretary here . It must be •... 

Yeah. I sent copies to the Presi dent and then .... 

Fine. 

.... I wro te t he President a nd I sen t you copies or 
~hat I sent him and I marked it"Extra Confidential." 

Fine. 

And •••• 

I b e t it's in my lock drawer. 

And t her e was a hypothetical question we put up to 
Lloyd Garrison and he answered .... 

Yes • 

...• and when you see wt~t he aald, I thlnk you ' ll be 
i nterested . 

I wlll. Thanks, Henry. 

!Ugh t. 

I'll l ook t or it. Good bye. 

Good bye. 

.. -
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THIRD 'fUR LO.U DRIVI 

Preaent a Kr. Btll 
Kr. Gub.lt 
Kr. Sllith 
Kr. Hau 
Kr. COJDf 
Kr. Burgtll 
Kr. ~era 
Kr. lloore 
Kr. TI'OWlatine 
Kr. Pu.lliaa 
Kr. Head 
llr. MoClintio 
llr. hbt7 
llr. Roberts 
Kr. Co.lliDI 
Mr. Juea 

~: tflr 
Mr. Corbin 
llr. ICeJ.lt7 
Kr. Potter 

Julr 20, 1943 
l0a20 a.a. 

H.lf. JRa We aalted 1r:111. pnt.l._a to ooae iD tod~t¥ to 
rea.1l7 work with ua. i8 are trying, between now and 
Frida71 to fix what we o&.l.l the baaltet and, after a.ll, if 
we don ' t gin rou the right kind of urohandile, the 
beat aa!aaman in the wor.ld oan•t ael! it. wt wanted to 
be aure that it waa right. 

Now, we haYt two objeotiTtl here; one ia to get the 
right kind of aone7 from the right people. B7 that we 
mean tbe people who haTe inoo.ea of fiYe thouaand dollara 
or leu, and the7 will ahow 7ou that that takea oare of 
about aenn-eighthe of the people. 
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The other thing in getting thia money, we want to 
get the money from· the people who have got t en the 
greatest increase in salary since Pearl Harbor. In that 
way we can aiphon it off i nto the Government and keep 
tnem from spending it and competing for the scarcity of 
goods . 

So we have asked you - I am eure you will, anyway -
please to keep that in mind. It was demonstrated that 
we can get all the money we wanted in the offering of 
two weeks ago when we asked for two and a half billion 
and got bids for nineteen and a half. So there is no 
trouble getting the money. But that isn' t the kind o! 
money we want . 
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Now, the other thing ia, Mr. Haas and his group have 
set up a quota which I would like very much to get. In 
fac t, I have made public statements to the effect that we 
would get eighteen billion dollars. I don't know whether 
l /8 oan get it or not, but we are going to put all the 
cards on the table and what I want you men to do when you 
~et ready t o !eave town is to be in thi s frame of mind: 

We can *et that, and we will show him how much more we 
can get, rather t han to give you something so that you 
leave town sayin§, "It is just impossible; they are 
asking too much. So we would like t o feel that when you 
l eave town you are saying, "tell, that at least is fair, 
and we will show him how 1111ch 110re" - when I say "him" · 
I mean the country - it aJ.l geta down t o what the people 
can do. I am not going to spoil Haaa' and his crowd's 
story, but they will show it to you. I mean, I am 
saturated with it myself, but at the first blush, some 
of t he figures will stagger you. 

And I asked Myers t o be here particularly because, 
after aU - if he doe an • t mind my saying so - we have been 
making the slowest progress in getting the farmers. I 
think that ia true, isn ' t it? 

J.IR. llYERS: Sure. 

•• -
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H.W.JR: And his advice I regard aa the best of 
anybody in the country aa to how to get it. I hope 
you will apeak up the way he alwaya does, But we have 
got to do something about the farmers. Whether it is 
letting them buy a five hundred dollar bondand give 
them three or four months to pay for it, if that ia 
the way to do it - I don ' t know. We certainly don 't 
want them to go into another orgy of buying land and 
then go through all those troubles. Those from Ohio, 
I l linoia, and Iowa know what I am talking about. 
Bill Wyers and I t~k the repercussion on the chin in 
Farm Credit on that one, and ao did the insurance com­
panies and all other savings institutions. So we 
have got that. 
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This ia very serious businesa, but I feel with your 
help - and, after all, all we oan do is lay down the facta -
whether New York or Ohio, the way it is set up now - and 
we want to give you all the autonomy - all the responsi­
bility you will take. That ia why we have forty- eight 
State chairmen. That ia why we aet this thing up. 

We are not going to sit here and say, "This ia it 
and you have to do it . " ~e want you to tell ua and we 
are ready to listen. 

We didn't ask you here to sweat in Washington ; we 
can do that for you. (Laughter ) So rou tell us what 
you think you can do. I know you wU be fair. We 
Y.ant at least the minimum that you can guarantee us. 

I won't get mad if Frank Isbey goes out and gets a 
hundred t housand people and delivers them the bond and 
breaks all the Treasury regulationa , as long as be comes 
through the way he did last time . I mean, more power 
to him. 

As I say don 't hesitate - and I am sure you won' t -
if we don ' t g~t out the material to you in time, you tell 
ua. That ia our job. If you don ' t think we are printing 
enough bonds, or there are enough issuing agents, t ell ua. 
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This ia your field day and we have asked you to 
come down . And Gamble is young and energetic, and he 
Y<&nh to be told. Ian ' t that r ight? 

MR. GAMBLE: That is correct. 

H.M.JR: So this is a partnership , and as the day 
goea on, if there ia something that you want to ask me, 
particularly, it is just acrou the hall and I will be 
glad to step in t hece, 

One thing, just before you get on to your work, 
and that ia this; there ae ... to be a misunderstanding 
which we might just as well clean up in the beginning. 
I did it in New York but it came up again. 

You men, and the men in the other States - and women -
are goi.ng to be held reaponaible for the entire selling 
job this time. The Federal Heserve presidents and 
their organizations aren't going to sell anythin~ in the 
Third War Loan. It is all you people. I mean, 1£ there 
is something to sell the insurance companies, you are 
going to sell it . 

I mean, the Federal l~serve in this Third ~ar Lean, 
have no part in t his drive other than to cooperate and 
give us all the assistance, all the mechanics, and all 
the t acilitiea that they have, which they have promised, 
and I know they are going to live up t o it. I am not 
wor ried a bit about the Federal HeserYe, and whatever 
little arguments we have, I think they have forgotten. 
Certainly the Federal Reserve Board is acting fine . 

Wr. Gamble and Mr. Gaston did moat of the work. 
~herever they went the bank president• have been fine. 
~o we oan forget that and lean heavily on them. B~t 
the actual selling in this thing 1a entirely your JOb -
not theirs, you.rs. 

So, with those few remarks I think Mr. Bell will 
take over. 

• 
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llR. ~Ell: Right , 

IU!. JR: And if there ia aOillething - which I can' t 
imagine- th&t you can't understand, you oan call on 
me any time during the day and I will atep across the 
ball. 

J.IR, BELL: iH right. 

• 
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Hello. 

Here 1a Mr. Schenck. 

Hello . Hello . 

Hello. Good morning , eir. 

How a r e you? 

I'm tine , thank you , alr . 

l'.r . Schenck. 

Yeah. 

July 20, 19~3 . 
10 I )8 a .111. 

I' m calling up on behalf ot your government • ... 

Yep. 

.... ln regard to Mr. Doob .. .. 

Yeah. 

.... who I 11~e very much . ... 

Yeah. 

•. . . a nd I like hie frankness when he said to me that 
he thought he could do the Treasury a better Job 
than anybody else in America. 

Yeah. 

Now, we've get the bigges t aelli n0 Job her e in the 
world . 

Ths t' a right. 

And we 've got to r each every man , woman and child •... 

Yeah . 

.. •. end I want you to lend th1a fellow to your govern­
ment - to help us now. 

Fo r how l ong? 

.. • • 
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Well, I ' ll tell you what we'll do. I'll 1 hundle" 
a little with you. How' a that? 

(Laughs) Yeah. 

~ou know what that le, don't you? 

Yea, indeed. 

'tlhat? 

Yea, indeed I do . 

Wtll , we ' ll start - say, we'll go :hr~ugh the Third 
War Loan and then we' ll talk about 1t afterwards. 

Uh huh . ':/ell , le t me think about that .... 

No , it' e just . ... 

How teet must you have an answer? 

E;xouse me. 

How fast must you hav~ an answer ? 

Oh, you don ' t have to t!-.1 ~:: 1 t over very l ong. 

Oh yea I do . I t ' s a question- I'll tell you-
1t ls a ver y serioue thing t or ua , too . Se 's a very 
valuabl e man . 

Yeah. 

We have given up a lot of our oeople, you know. 

SUrely. 

A l ot of our people . ..• 

Well , you Just . .•• 

I ' d be gle.d to do it. Of oourae, I ' m not . . ·· 

I know . 

.... t rying to use that ae a - you ' r e glad to do i t 
when you can, but there comee 8 point whel'e you -
where y~u ought to stop. 'lhere are some very good 
m•n 1n other companies .... 
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. •.• ~nd it seems that we a r e the ones that are 
continually giving up . 

'I/ ell , maybe that ' e because you make mo r e money than 
any other company. 

(Laughs) Anyway, you give me a couole of days ... . 

I want an answer tonight . 

You want an answer toni ght. 

Sur~ , yes. 

~~ t'e awfully hard. 

Ch, sure. 

Well , how does he himself- you r~ali ze that be hasn ' t 
got very much to live on , y?u know. 

Well, he can - if you a r e willi ng to give hi m a l eave 
ot 11b sence .... 

Ye~ . 

.... and- but - listen , we ' ve gnt the enemy on the 
run end let 's keep hi m thllt way. 

Yee , there 's no doubt about that . 

'1'ha t ? 

And glad t o d? it •... 

You and I have got l ots t o be thankful t or. 

Yeah. 

Now , t his tellow'e got a peouliar training .... 

Yes h • 

.••. and trom your business standpoint you don ' ht hatve 
to adver t ise. You can ' t t ind a seat in your tea r es 
anyway . 

Y~~. 'lell, that isn ' t oonneoud. '!'bAr e ' s a l ot or 
fine work outside of advertising . 

... 
• 
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I know. But this f ellow, they tel l me, 18 the beet 
ty?e in the or~~ession and if you don ' t m1nd my saying 
so , I think I'm paying your company a oomollment. 

That ' s true , you are. 

And we 've got to sell for ty million people a $100 
bond 1n September. 

Yeah . 

Now, that ' s our job. 

:teah. 

And i t almost sounds i~o~ eelbl~ but i f everybody 
~i tches in and hel oe the Government, we car. do it. 

Yeah. Woll , I ' ll call you bsok. 

Y::>u do .... 

I'll cal l you back, eir. 

And make it "yes" now. 

Well , I ' m goi ng to do the beet I know ho w. 

Well . .. . 

I ' m so1ng to call a quick meeting abou t that .... 

Yeah • 

.. .. because he's under a contract and that mesne that 
I have to get my board to o.neent, you know. 

'.iell. ... 

It is not j ust a one-man j ob. 

I know, but they - they' ll lis ten to you . 

I beg your pardon. 

They ' ll listen to you. 

I hooe so . I hope eo . 
call y'u back , elr. 
Do that . 
'!hanl< you, sir . 

I'll - I ' ll - I' m goi ng to 
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t;Y.Jr: Good bye. 

S: Bye bye . 
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Pruen h lll'. Bell 
ll!'. Paul 
Kr. Gaaton 
111'. O.ble 
111'. Saith 
K!'. lh1 te 
Kl'. Chulea Bell 
MI'.Bau 
Capt&i.n Kad .. 
Kra. IUoh 

Jub 00, ~3 
lltOO a.a. 

H.K.JR: I eaid that I would do Gamble firet ao he 
oan go back. 

KR. GAWBLE: I don't h&Ye a great deal to report 
other than what I mentioned to you thie morning. 

I ai.ght M7 that we mond into the Wuhington Mld­
ing. Tbe quarter• art Ytry good. 

B.K.JR: You haYt aoYtd? 

KR. r.A)(JU : We han aond in. Senral dtpartaenh 
are ccaplthq aond in and an operating. ~ had two 
ataff aeetinge ytthrdq of all the •ployau, including 
etenographtra and clerke. I think •• haYt our people 
pretty well at&bili.std. 

HJl.JR: Wonderful. 

KR. GJKBLE 1 I think Ill'. Ch&rlu Bell h 111titltd 
to acat credit for hie good Job of aoYing ua in. 

H.K.JR: If I •AT &J17"th1ng aore niot to hia I will 
apoil hia. (Lau~ter) Be taid ht waa going to beat af 
requttt b7 two d&ya. Are thq all in now? 
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MR. Cll.tRLES BELL: Tht7 an all in but 0111 unit -
the Waaen'a DiTiliOD upatai~a. 

B.K. JR: !he7 a~• going? 

MR. CII.A1ILES BEIJ.: Yu, the7 are going; we han the 
apace to~ th•. 

MR. GJKBLE: We ha .. aaae &1~-condi tioned IIIli h to~ 
the waaen. We ha•• all ot ou~ top people togethe~. 

B.K.JR: I aa au~• ~. Paul ia pleated. (Laughter) 

MR. PAUL: I like to ••• 7ou ha•• good apace, but I 
think the~• ia a p~oblea OD foreign F~mda, and I na think­
ing of that - the fo11ibilit7 of uabbing awa;y fraa Ickea 
that building on 1 fteanth St~eet. The Bituainoua Coal 
DiTiaion had that. 

H.K.JR: The;r mentioned that to me. 

MR. PAUL: Hae Iokea got that? 
KR. CHARLES BELL: We are afraid he ia going to take 

do1m the coal .eign and put up a petrolellll aign. (Laughter) 

KR. PAUL: I waa wondering if we could beat him to it. 

KR. CHARLES BELL: I aa working on it with Bill 
Re;ynolde, and if there ie a Chinaaan' e chance, we will get 
it. 

B.K.JR: Here ia a •err intereeting thing. It ie tor 
;rout Ted. (The Sundar !lew Yorker, dated Jul;r 18, 1943, 
han4ed to ~. a-ble.) Thie one plant in Pou~eepeie 
gate an E flag and •••rr other adYertiaer in town adYertiaea 
the fact that thia one plant - thoee things juat don't 
happan 011 their own. 

KR. G.a.KBL!: 'l'ha t h .. rr good. 
B.K.JR: Saaebod¥ haa done an awtull7 good telling 

job up th•~•· I wondered who and how. Bert thia one plant 
geta an E and nerr ••~chant in town conuatulatee hia. 

... • 
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)[R, SIITH: The7 han epuial people 'IIIlo go out troa 
the irmy and NaYJ and work thoae things up. 

B.W.JR: That ie what I wondered, 

)[R, SlliTH: The7 tell 70u how much 70u can epend on 
a celebration and everything. 

H.K. JR: It thef have that, I wonder it we couldn't 
get a free r ide. 

What elee, Ted? 
' KR. GAKBLE: I don t want to change the subject, but 

did fOU aee the eight Mew York newapapera 1eaterday? 

H.W.JR: Yes. • 
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)[R, G!WBLE: Did 7ou aee the Preaident'a letter in all 
eight ct th .. ? 

H.W.JR: Ver1 nice. 

What about Chicago - did it happen in Cbicego? 

)[R, G.umLE: Y .. , but not u unifol'lll. This new 
adnrthing program of oura ia an outfowth ot Don 
Bridge' a prograa. The7 now have line up the New York 
newapaper a eo we will be able to uae th• from tl.ae to 
tiae for euch special adnr tie•enh aa we want to run, 

B.W.JR: Will 7ou a nt ae thia afternoon at ID1 tl.ae'l 

)[R , G!KBLE: I think not; I think t0111orrow morning 
at eleven o'clock, 

H.M. JR: You will let him (Smith) know about the ehow? 

)[R, G!YBLE: Yea, air, 

(Wr, Gaable left the conference. ) 

H,W.JR: I wanted to tell 7ou people about thia; thia 
ie the John L, Lewie thing. The President aaked ae to 
••• the !ttorne7 General. 

• 
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MR. PAUL: I ban IJlother tb.ing wi tb the JttorneJ 

General. 

H.M.JR: So he 81id would I pleaae peraonallY aee the 
.Attorntf General. I iaaediatelJ rt in touch with bia 
office, and theJ aaid the7 though be would be out of · 
town. I gaYe him practicallJ all afternoon in which be 
could come oYer to aee me. You heard Fits - he aaid be 
waa terriblJ bu•J• 

MR. PAUL: I baYe another it .. that the ittorneJ 
General--

H.¥. JR: ltxcu11 ae, do JOU think I ahould go &llJ 
furthert I eent the President tb.ia thing of LloJd 
Garriaon'a - JOur hJpothetical queetiona of LloJd Garriaon 
and the IJlawera. 

The Preaidant aaid, •I wiah you would taik tbia oYer 
with Franci e Biddle in person.• 

I rye him all afternoon to come OYer and aee ae. If 
he ian' going to come, I don't think I will do anJthing 
elea unleaa JOU people adYiae ae to do toaething elae. 

MR. Pi~ You ban aacle JOur aotion. I wouldn't 
adYiae JOU to • I wouldn't adYlae JOU to do aDJthing. It 
h hie aon. 

MR. G.lSTCih Dicl thia etat•ent that he ie terribl7 
buaJ applJ to 7our effort to apeak to hia on the telephone? 

B.li.JR: lfo. I gan hia all hour and a half SaturdaJ 
afternoon - whether he could cc.e onr at &D1 tiae betwelll 
thr11 &lid tour-thirt7 tbil afternoon. The anewer wee that 
he waa aoat likelJ going to go out to Colorado and tbeJ 
wouldn't know. 

So I told Fits tbia aorning to find out whether the 
.lttorneJ General •• in t01111 and whether be wae comi.ng 
oYer. The anawer ia, thef thought I wae going to ph~e 
bia or ae~~ethi.ng. 
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MR. PAUL: I think it 1e hla mon. 

MR. D,W,BELL: When ia he going to Colorado, tod11? 

H.K.JR: He didn't go. So that our record is clear, 
I am going to check with Ki u Chauncey. 

KR. PAUL: If you are going to see the .lttorne7 
Genenl I nnt to catch up on thia other thing. 

H.K.JR: All right, let'• catch up. !hat h the pur- .•. 
pose of ataff. 

KR. PAUL: !he Attorney Genual has Wl'i tten a m•orandua 
to the President without conwlting either the War Departaent 
or the NaYJ Department, or ue. 

B.K.JR: Ta!k a little louder, 

KR. PAUL: The .lttorne7 General wrote a 11amorandllll 
to the Pruidant cri ticiling our interpre.tation of the 
renefotiation statute. Our intarpretation, which was a 
join interpretation,as the statute requires, by lar, 
NaYJ, Karitlllle COIDiuion and t he Treuury, all being 
concerned - our interpretation was in connection with the 
alllllli n1111 1nduetl'1, ana 1 t ruled out of renegotiations a 
part of the raw aaterials phase of the buaineaa. The War 
Departaant waa ~ery strong f or that interpretation. 

We were a little -at firat we conaidered it rather 
arguable. 

B.K.JR: Kay I interrupt you? I thought 70u aaid 
George Baas couldn't c011e to thia meeting. 

KR, D.W.BELL: He aneaked out. Lindow ia going on. 

H.K. JR: I think you had better go back, George. Lindow 
ia in the aiddle of hie atuff, ian't lie? 

KR. B.US: Lindow or lfurphJ. 

B.K,JR: You had better go back. 
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(Kr. Haae left the conference,) 

)(R, PAUL: 'l'b.ia interpretation wae aade laet Janua17 
I think, but anywa7, quite a while ago, Thousanda of ' 
theat contraota haTe been renegotiated on that baaia -
all forty- two contracts that the7 ranegotlated, I. don't 
know how it happena, but the Attorn17 General caaaunicate1 
direotlv with the Preaident oritici &lng thia interpretation. 
Bt didii'l t CODIUlt Ul at all, 

The Prteident then f ot in touch with ~tteraon , He 
aent the Attorne7 Genera 's letter and a ••orandua to 
Pathraon, 117ing that he would Ukt to talk with b.ia 
Wtdnnda1 aorning - that h tcaorrow a orning - he wonld 
l ike to haTe Patter1on talk with hia, 

H.K.JR: '!'he Preaident would? 

KR. PAUL: Yea - talk with b.ia tcaorrow aornlng about 
this thing. Patterson sent Marbury, the Chief Counatl of 
the Purchaaing Divito~ and Kr. Kackintoah, Counael for tht 
War Price Adjustaent Boar~ over to see us yeaterday after­
noon, 

H,Y.JR: 'l'o Itt 70u? 

KR, PAUL: Yee. !nd Patterson want• to know if we 
are with hia on that iaterpretation. He wanta - the 
Preaidant aaid to clear 1t w1 th 7ou. '!'bat h, lnatructiona 
in the aemorandua to t he Under Seoretar7 art t o clear it 
wi th the other int ere1ted agenciea. He bat cleared it 
with the Kari tiat Coaalsaion and NeTT, and tht7 are all in 
agr •••nt. 

He wanta panaiasion to 117 that you atand by thia 
interpretation. 

B.ll.JR: How do 70u ad"fill at? 

)(R, PAUL: I a4Tiat 70u t o atand b:r 1 t, I think, for 
thia reaeon, that it 1a •aanbat arf!ablt; 1 t wae on. of 
thoat thing• 70u couldn' t bt abaolu •17 1ure about. Wt 
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did the beat we could to detenaine what waa the intent of 
Congreaa1 but now with thousands of contracts renegotiated 
on thie oaaia--

H.ll. JR: You mean the7 alreadf hue been? 

llR. PAUL: AlreadJ h&Ye been for months and months, 
You would upaet all these renegotiations, and I think 10u 
would endanfer the whole renegotiation statute i f 70u 
atirred up hat •••• now, beoauae 70u would proTide exactlf 
tbe Jdnd of fuel theae people want wbo want to eliainah 
that proYilion fr0111 the statute. The1 would run up to 
Congreaa in the fell , 

H.K. JR: Row, would 1ou mind ao it ia cleer i n mf 
mind - thia ia a011ething that &lhnn baa or baa not had 
an7thing to do with? 

llR, PAUL: I don ' t think Sullivan was in that meeting. 
Eddie Greenbaum was in it . 

H.ll. JR: That would be A1'1111 · 

llR. PAUL: I think - aa I recollect, we had a big 
conference, but Joe O'Connell and I were the onea wbo 
worked on it. 

llR. D, w. BELL: I think Sullhan h juat begi.nning 
to get in on the r enegotiations , 

llR, PAUL: Be waa on the other end or it. 

llR, D.W. BELL: Since he baa taken charge, I mean. att 
I don't lcnowwhetber he waa in on the original conference 
or not. 

llR, PAUL: I remember the conference. 

242 

llR. GASTON: He had been in on acme other renegot iation• 
before be got in on the Procurtment picture, 

B.ll. JR: What I was t r7ing to get at - be haan•t 
caDIId thd ua in aD1 war' 
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YR. PAUL: No, I aa aure not. Aa a reault of thi1 
bigaeeting- we had a aeeting attended b7- there auat 
have been twentr-five people there - all theee egenoiea -
ae a reeult, we publiehed and diatributed thirtr thousand 
sete of inetructlona to these boarde on bow to renegotiate. 
It waa a joint enterprise of the four Depertaent1. 

We at first, in this particular issue, took the other 
point of view, and then we felt that it wae 10 close and 
the War Depertaent was eo ineietent and 10 auob aore inter­
ested than we were and the7 conoeded to ua on another aore 
iaportant iaaue. 

YR. GASTON: You haven't talked to B!.ddlt eo he 
would know what rou want to tallc about'l 

B.W.JR: I would alaoat 1wear that I told Chaunce7, 
who h on a hollda7- that I told her to 117 what the 
Preeident had eaid. 

YR. GASTONt Would it be advieable to get Biddle 
on the phone'/ 

B.V.JR: No I u willing to guble he knows what 
thia i• about. !e doeen•t want to come to aT office. He 
ie atanding on hie dignit7. 

YR. GASTON: Grant went over to tallc to bia - he had 
a atorr in the Poet Diapatch. Be aaid that Biddle waa 
ver,, verr auch inoenaed at the Treaeury. 

B.W.JB: And in the aeantiae a letter went over to 
hie office in which I eaid that there wae no leak in the 
Treaeur7. Be aaked me - be aaid that be bad inveatigated 
hie plaoe. Be aaid that there waa no leak there. I unt 
bbl a !etter ••ring that I bad inveetigated and there waa 
no leak in the Treaeurr. 

YR. GASTON: I aa aatiafied there. 

H.M.JR: So all I want to be able to do ia - I aa 
willing to wait - I .ut to wait; and it Cbauncef •at• 

2.f3 
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that ehe told hhl that1 ae far u I aa oonctl'ned the nut 
aoTt ie up to hla. I D&Tt aektd hhl to oaae oTtr here, 
It ht ie too bue7, I ehould worr7, Let it ride, It the 
Prteident eTer ••1• anything - well, I aektd Biddle to . 
CaDI OTtr and I ntTer heard, 

MR. D.W.BELL: You are oarr7ing out hie inatructionej 
he eaid t o get in touch w1 th hia. 

B.K.JR: "I wiah JOU would talk thia onr with Blddle 
in peraon,• I can't do 1111 more than aek hia it he will 
CaDI OTtr tO see me, 

MR. G!S'l'Qf: You would bt doing one thing aon it 
JOU got hi& on the phone and told h1a 7ou would like hia 
to oaat onr and talk about it. 

B.K. JR: I don't think it ia neoeeearr. he baa told 
•1 ottioe that he ia too buar. 

MR. D.W.BELL: I think I would wait, Ia he going to 
be gone tomorro'll'l I thinlc I would wait until tomorrow, 

H.K.JR: What can rou do? Suppoaing it waa the other 
W&f around? Suppoeing Kr. Hulll. who ranke •• in Cabinet, ••1•, "I han a letter trca the l'l'Uident aqing he would 
like ue to get together. Could you ccae onr any tiae 
next TuudaJ?" 'l'hen I aend word back that I am too bla7. 

MR. G! STOI'i: Wouldn't JOU expect Bull to call you 
youreelt and tell JOU that! 

H.K.JR: Not it I am out ot town . 

MR. JBITE: llight it not be appropriate to giY~ hi• 
a little leewal? You Mid next TUndeT• Kaybe he u 
Tary buay Tu••d&T· 

H.K.JR: But he didn't eay - l ook, let'a welt and 
find out What Chaunce7 ••7•• 

MRS. noTZ: It could be that he 1a bu•7• 

• 
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H.ll.JR: Well an)'!a,T, I will baok 7011 up. lbat I 
think 7011 thould tell Bob Pa tteraon 1a thia - I would be 
glad to call Bob - that I think 1 t 110uld han much aore 
weigbt with the President it when be goes to see the 
Pruident he baa a dooUIIIent aigned b,T 'far Na'f7, and 
the Treaaul'f. The President likea thoee kinda ot tbinga. 

)(R, PAUL: It you can get auob a docwaent. 

H.ll.JR: Let ae call up Patterson. Do rou aind? 

KR. PAUL: Ilo. 

KR. GASTON: Would Biddle be able to abo• that the 
AlwaiJna Coapen7 ot berica 1a ulting extortionate profit• 
b,T reaaon ot thia ruling? 

KR. PAUL: Perhap• in the rawaaterial end ot the 
thing, but the 1far Department 1111 unwilling to undertake 
all that, and I don't know -what the7 are intereated in 
ie thie canadian thing that appeared ln the newapaper. 

H.ll.JR: 1ho ia intereated7 

KR. PAUL: That h what the l ttoi'Def General end the 
Preeident are really intereated in, I think. Th•7 couldn't 
do anything about that t.D,TW,f, becauae that •• alia 
C&nadlan operation. So ae eoon ae they find that out tbe7 
will loee interett in thia . 

H.ll. JR: 1hy ia t he President eo interetted in that 
it he ia not interetted in telling the Attoi'D•7 General 
to do toaething about John L. Lewht That doe~n't aake 
atnlt, 

(The Seoretai',T held a telephone conTereation with 
Under Seoreta1'7 ot War Patterton.) 

llR. PAULl lll'. llarburr 1aid yuterda7 that this whole 
deal wae aade Ttr,T oaretullf - eTerything about it wat 
Canadian - that .fOU couldn't t ouch it with our ttatute. 
Tber were Tel'.f oaretul to aake the contract up t here, 
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a Canadian company, completelf beyond our jurisdiction. 

H.ll.JR: Well, you got your answer, didn't you? 

)IR. PAUL: Yea, I will go over that memorandWI 
with Patter.son. 

H. )(, JR: llr. Gaston? 

liR. G.lSTON: I hann't anything except two or 
three utters that you sent in to me to talk to you 
about. 

You may han read a story in the papers about 
Customs holding up the import of thrashing crews fr0111 
Canada. 

H.K. JR: No, air. 

lOr. GASTON: Well, it isn't worth bothering you 
about. Anyway, the J.gr iculture Department got &11 
tangled up in their own coordination. 

H.Y.JR: Can I do this semi-publicly, or semi­
privately - may I thank you publicly fo r having carried 
the ball on Chick Schwarz from Kuhn on, and is it 
agreeable to you if I now turn it over to him (Smith) ? 

liR. GASTON: I would be delighted . I think that 
is a 1111oh more logical setup. 

H.Y.JR: That is &11 right with you? 

MR. GASTON: Yes, indeed. 

H. ll. JR: I held up a JIIIIIIIOrandum until I could 
talk to you. You carried that additional--

liR. GASTON: I didn't carry atch, but--

H.K.JR: Have you seen the memo - I think you
1 initialed it - giving Schwarz and Mager to this fe low 

(Smith)? 
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MR. GASTOif: Yes . I think ;rou might want to 
oonaider ukiug it more gennal. 

;rou? 
H.K.JR: We will see. But that is all right with 

MR. GASTON: Yes. 

H. K. JR: Fred? 

MR. SKITB : 'l'he onl;r thing I have here is that llr. 
Ho\UI:h teliug is nr;r anxious to have ;rou address the 
National Negro Business League in August. 

H.~.JR: In August? 

liR. GASTON: In Baltimore. 

l!R. Sla'IH : It isn' t far awa;r . Jlr. Gaston thinks 
ma;rbe i t would be - ths t there would be somet hing to be 
gained here on Treaeur;r morale. 

H.K. JR: A Negro league in Baltimore in August? 

KR. SKITB: It is the big Negro business league . It 
ia the number one group. 

MR. WHITE: I think ;rou ought to make another speech 
something like the one ;rou made a couple of ;rears ago in 
a different field. I think th.at the President has been 
quiet on this Negro question when he shouldn' t be quiet 
on it, and I think that somebod;r ought to speak up and I 
think ;rou should begin. 

Fred can write a whacking good speech on it, and it 
should have nothing t o do with war bonds. 

J.!R. SMITH: The;r bought fifteen million dollars' 
worth of bonds. 
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liR. WHITE: Well, that is t.ll right. That 1a un­
important. The other is verr importt.nt. (Laughter) 

liR. SlllTH: Thq claim the7 ot.n have a thousand to 
two thouaand people there. 

liR. WHITE: The7 will bu;y bonds, t.n,ywa7. The7 will 
bu;y more. 

H.K. JR: You are sacrilegious when 7~ 817 fifteen 
million dollars is noth1D8• (Laughter) 

liR. WHITE: I thought he said fifteen million. 

liR. SlllTH: "Fifteen million dollars' worth of 
war bonds have been sold through ita efforts and its 
influence." 

liR. WHITE: I thought that was ~1 c<111pared with 
what you expected to sell. (Laughter) 

Speaking for IIIYSelf, I am serious. I think rou 
ought l:o ake a great speech. There is ro<111 for lt 
there. 

H.K.JR: Don't you think that we might bave- ­

liR. WHlTE: I don ' t know what is o<llling, but it 
is going to be good. (Laughter) 

H.K.JR: I was going to say we might have a little 
trouble with our legislation next tall, with the southern 
Congressmen. 

I tell7ou what let ' s do. You think I should do 
it? 

' liR. WHITE: It is t.n opportunity for a great speech, 
and I think you ought to do lt; and lt ought not to be on 
bonds except verr fndirectl;y, if &t all. But I think the 
effect on bonds will be verr excellent, though I &gain 
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ropoat I think that is of minor oonsequenco compared to 
tho - nobodf h&s spoken up, Jlr. Seoretacy. 

H.M. JR: How about Ickes? Hasn't Ickes t alked? 

MR. WHITE: If he has, it eaoapod ~ attention. I 
didn't see it. It_, be. 

MR. GASTON: It has t o be handled oaretull;r, but 
the appearance would oount for a groat deal . 

H.){.JR: When is it in August? 

MR. SKI'IH: 'lhe;r sa;r the 26th, ~t that wasn't 
definite. That was just an indication. 

H. ){.JR: I tell ;rou what I would like to do if I 
were going to do i t. I would like T;rdlnga to be on the 
platform with me. What do ;rou think? 

MR. GASTON: You could oertainl;r get them to 
invite him. 

WR. BELL: Radcliffe, too. He ia the administra­
tion DI&D. 

MR. P.lUL: Radcliffe is on the Finance COIIIIII.i.ttee. 
I hope ;rou won' t slight him. 

liR. G.lSTON: You aildlt get one of the southerners 
t o be on the pla tfol'IR 1fi tb ;rau - Wal tor George or 
somebod;r. 

KR. P.lUL: Did ;rou read "Time• this week on Walter 
George? 

H. lt.."!Ji: I didn't read it, no. 

MR. PAUL: I seem to recall aome aen'tence ofi h~~ d 
about Negroes. I would like to oheok it before au.e 
him to be on that platfcrm. 
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KR. WHITE: It ia a chore, Kr. Seoretarr, and I 
think it ia a courageoua act. !YtrfbodJ baa dodged it 
tor that reaaon. 

B.K. JR: Ia that a national thing, or a State? 

KR. SMITH: It ia national. 

KR, GASTON: The organization wu fol"llled b7 Booker 
T, Waahin~ton . 

KR. SKI!H: It is the beat colored group there ia, 

KR. GAS'l'Cfi : It ia the Negro &ainenaen' a League. 

B.K.JR: I would kind of like to do it, 

KR. GASTON: I kind of thought fOU would, 

R.K. JR: Let's call it a deal. Would fOU fuse around 
with the two Senatore or not? 

KR. WHITE: I think it would be nice it 70u could get 
tham on there. I don't know how the7 might feel about it. 
I don ' t know enough a bout the poll tioal ei tuation there, 
but I think it would certain:l7 add dignit7 to the occuion. 

~ 
KR. PAUL: I wonder it Huntington Calma would koow 

ebout that. 

KR. SKITii: It JD.ight be ae~~ebodf food not reprea~tathe 
ot the Adainiatration. Tbe onl{ fear baTe ie that 1f 7ou 
make a apeeoh to th .. , then it a the Ja.iniatration inciting 
a riot again ae far aa the underground diacueaion 1• con­
cerned, 

K.K.JR: All right, let'• aek Wendell Wi!lkie to go 
on the platfol"lll. What do you think? 

KR, SlCC'ffi: That would be good. It would take care 
of the onl7 objection I haTe to it, 

KR, GAS'roll: I think not. TlitT will think that we ban 
to baTt a bodJguard be!ol't we 1peak to the Negroea. 

• . -
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H.K.JR: Have to have what? 

UR. GASTON: A bodyguard. We han to have somebodf 
to take the curse o!! before we epe&k to them. I don' t 
think that i& good. 

H.M.JR: I don't follow. 
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WR. GASTON: '!'&king Wendell Willkie would be obviouslf 
a device to divide the burden - the onus - the stigma of 
having spoken to a group of Negroes. I don't think you 
want that. 

MR. PAUL: I agree with that, with Herb there. He 
says it is a device to divide the stigma, and we ought to 
do it ourselves. We ought to take the rap on it. 

MR. SlliTH: I don't agree. The reaaon I don't agree 
is because I know the minute that the Administration steps 
cut again, then you have got thirty thousand people in the 
Republican party who are going to be handed something under 
the table to go out and spread. I don't think that that is 
a. good thing. 

MR. WHITE: Willkie wouldn't stop them, certa.inlT• 

liR. SIIITH: Yes, he would. 

MR. WHITE: I think there is something in your idea, 
but it you could pick on somebodf beaidea Willkie - Wlllkie 
has so obviouslr taken a position of this kind coupled 
with his relationship to the Republican partr that I think 
there might be a better choice - soae other Republican, if 
you like - some other local Republican. 

MR. BELL : How about Hoover ? 

H.M.JR: No, he knows the tricks of the trade, and I 
am going to take his advice (Smith's. ) 

MR. Slli'lli: I don!t believe that you would get the 
oritioimR of the onus, as you say, half so much as you 
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would get awfull7 patted on the baok !or building up thie 
meeting b7 bringing another good man to it. lhy don't we 
really do e. job on it? · 

You could approach it that w17, through our crowd 
that baa been working with th1111, and reall7 do a good job 
!or th1111. 

KR. VIHITE: h it 7our idea that he would aake a 
epeech, too? 

KR. SH'l11: 'tlhoenr is there ought to make ac.e Jdud 
of a speech, not just haTe hia eit there. 

HJl.JR: .lll right. 

If JOU don't want - bow about Senator Ball of 
Mlnneaota to talk about post-warf 

MR. SII'lH: He is a good Repub.Llcan. 

H.M. JR: Liberal. 

KR. tl!!TE: How about smoking out Senator Vandenberg 
or Senator Taft? 

KR. SKITH: If JOU .. oke out Senator Ta!t fOU are 
doing prett1 good. 

B.K.JR: Be (Smith) knows the tricks of the trade, 
because he baa uaed thea. I will leaTe it with 7ou, Fred. 

KR. P.lUL: It fOU decide on Vandenberg, will JOU tali 
with •• about it? 

MR. G.lSTCII: The inTi tation would coat through bf 
suggestion bf our men to the leader• of tbie group, and 
of course thtr· would inTite him. 

H,K. JR: I would JI\IC!l rather han a011ebod.Y like Ball, 
who ia a liberal, talk on poat-war, and ao forth. 

KR. SI!ITH: Sc.ebodJ who would han good reason to 
tali. I wouldn 't hold out for Willkie. 

• 

252 

Regraded Unclassified



- 18 -

H.M. JR: I would much rather han Ball than a pro­
fessional like Vandenber g. You would have a reason, take 
a good stand on the post-wari and so for th, and so on. 
Vandenberf would thiilk - wel , he would lauR)l. He would 
say, ~el , Henry is juat trying to duok this thing." 
Think about it; I will talk to you about it. 

What else? 
WR. SlliTH: That is all. 

CAPT. X.ADES: I ~on' t have anything, lo!r . Secretary. 

YR. PAUL: I received a summons from Mr. Stam to pro-
duce all the revenue plana that we have in gestation here 
now. I took it up - I worked put an answer that wasn' t 
completely evasive and put it up to Dan. I am about to 
send it off today. I didn't think it was propitious to 
start a constitutional fight with Stam at this time. 

H.M. JR: Are you going to give it to him? 

MR. PAUL: We are going to give him a lot of material, 
but we say that they are not plans, they have not - that 
they are being studied. 

H.M. JR: He just wrote it, Stam? 

WR. PAUL: It is really in the form of a S\18D0ns. 

WR. BELL: Approved by George, too. 

WR. PAUL: It has to be approved by George or 
Doughton. He quotea this statute that they passed last 
year. 

H.K. JR: How do you know it is approved by George? 

MR. PAUL: It is signed by him. 
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UR. GASTON: Why w011ld it not be well to have the 
Secretary sign that letter and aay, "I have your request 
directed to Mr. Paul for thia information and I am haEPY 
to supply it," and evade putting us in the position of 
complying with an unconstitutional statute. 

H.M. JR: I think he is right . 
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WR. PAUL: There isn't an unconstitutional statute; 
that ia the only difficulty. It ia only unconstitutional 
it applied in certain ways, and it 1a only unconatitu- ,. • 
tional when it WOilld be against public interest to give 
this information. 

l.!.R. GASTON: My opinion is that when the committee 
addresses an inferior officer of the Treasury - the law 
wouldn ' t permit them. to go to any clerk or auistaot 
commissioner and say, "You supply us this stuff as 
provided by this statute." 

My opinion is that they are demanding something 
which they have not a right to demand, and that we should 
not comply with it in that form aa a compliance with that 
demand by that man. 

H.M.JR: What do you think, Chuck? 

CAPT. K.lDES: I agree with Randolph, l.lr. Secretacy. 
I think that Herbert's suggestion might be a good auggea­
tlon, but I don ' t think it ia unoonstitutional to ask tor 
the material. 

H.M.JR: No, but I like Gaiton•a way, of doi"i it ~d 
keeping it on that level eo that they can t aay, Here l& 
a precedent; you did it once, what are you kicking about 
DOW'/11 

This is the first time? 
MR. PAUL: Yea, but m1 objection to the statute ia 

not baaed on that point . It is based on the point that 
they shouldn' t go down to the Bureau. 
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H.M.JR: But I am not--

MR. PAUL: So we can' t coordin&te our work. 

H.M.JR: Purely &side from the legality, I don't 
want to establish the precedent . 

IAR. PAUL: I can simply write this letter from you. 
The thing is addressed to me. 

B. i!.JR: I would do it just the Wl.7- why don't you 
collaborate with Herbert? 

}(R.. P.&IJL: I will send hila the letter and he can 
write it. 

255 

~· 

H.M. JR: That is the &d•antage o! these at&f! meetings . 

O.K. Anything else? 

YR. PAUL: That is the m&in thing. 

B.M. JR: Barry? 

~ WHITE: I thought there ne•er was any question 
about the propriety o! any outside agency communicating 
on anJthing o! any significance to anybody except the 
bud of the Department. 

H.W.JR: You had better read the st&tute. They have 
got a special statute. 

~. PAUL: The Chief Counsel of the Bureau mentioned in 
tue statute - he ia mentioned. 

H.K.JR: There is a special statute. 

~ WHITE: The Dutch request for three hundred 
million dollars baa been tente.tively considered by the 
group here and I think that we e.re goi.ng to not be in 
favor of it 'tllould you like to recei ve a memorandum or 
suggeatioDI · in the £or11 of a memorandua, or •oulci. you like 
to he•e & meeting and liatan to the pros and cons? 

.. 
• 
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H.¥.JR: I haven't got tt.e , Harry. I would rather 
take a M!llorandua, and if you bring it in I will read it 
with you preaant. If I don ' t underatand it- -

MR. WHITE: There will probably be a little bi t of a 
fight on it later. That is why I thought you might want 
to get in on i t, becauae they have got Jones' approval 
and they are pu1hing it. 

H.¥.JR: 
umorandua. 

In the first instance , let ' s do it Tia 

llR. WHITE: ill right. 

We had a Meting with the head of the ¥idd!e Bast 
and several of the men in the State Department here on 
some probleaa with reapect to the ¥iddle East. One of 
them was with regard to Saudi Arabia. 

H.M.JR: How do you spell "Saudi"? 

MR. WHITE: I spell it S-a-u-d-i. Apparently the 
President ·and the State Department are both keenly 
interested in strengthening the ties between the two 
countrie'4 

~ 

I 1uggeated certain Will in which it aiJht be done, 
and the State Departaent was terribly enthus1astic about 
us doing it. They say that the stakes are infinitely 
larger than any of the sll&ll financial risk that would 
be involved. 

Saudi Arabia doe an 1 t have any repreaentati n here 
at all. We were· sending a man, Treasury man - one of rq 
men - t o Turkey. He was waiting for the boat on which 
be was to lean that next morning. The State Departunt 
aaked us to pull hill off, and they would send him by 
plane . 

He ia going to SaUdi Arabia and uke certain in­
quiriea with regard to a lend- leaaing of silver which 
they requested; but in the cOUl'll of those inq~iriea 
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other things are going to develop . If that happens, 
we will hear more about it. But there ia no decieion 
being made yet. 

He is also going to Tiait Iran, in which the 
President and the state Department are likewise inter­
ested in strengthening the ties, from a different point 
ot view. We will hear more about it. I am letting 
you know eo that in the event the subject cames up you 
will know we are in on the matter. 

The British are interested in what we are going 
to do for Saudi Arabia and asking questions, aod we 
are giving evaai ve answers in the mean time, 

There are a couple of other things. Vie have the 
draft of the letter that we would like you to sign tor 
the various Congressmen and Senators . This is just a 
draft . If you are ·satisfied with the draft , then we 
will prepare the let ters. (Draft of letter regarding 
International Stabilization Fund handed to the Secretary.) 

H.W.JR: It is all right with me, but do you mind 
letti~~g Fred ~;.t.!1 take a look at it? 

)IR. WHITE: He has already. We will let him look 
over the final draft. 

Do you know a Wr. Hel'llan lelle? We are to vote 
on him, whether he ie to be the area director for Italy • 

. No one knowe him here, eo we are going to go along. 

Wr. WoColleater ia going to be voted on for France , 
and we are going to support him. 

MR. PAUL: I think you ought to know before this 
last deciaion is reached that this man was formerly a 
partner of mine. That ia pretty bad. (Laughter) 
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MR. WHITE: But he was recommended by Randolph, 
and he came down here and several of us talked with 
him. Dean Acheson talked with him. We think he is 
all right, notwithstanding his background. (Laughter) 

H.U.JR: iell, I appreciate Randolph's standard 
of ethics. If you fellows think he is all right, it 
is all right with me. 

MR. WHITE: He is a very nice fellow, a very 
staunch liberal, and he has been i.n France a good 
deal. He knows the language and has had a good deal 
of experience running railways in France, and so on. 

Yr. Royce, who is the man who was appointed, you 
remember, in charge of North Africa, has returned here 
to take up a large number of mat ters . In discussion 
before a large group he complimented the Treasury on 
the competence of the men, and he said that the Treasury 
was the only agency that was greatly understaffed. 

H.W.JR: I got that the first time you told it to 
me last week. (Laughter) 

MR. ~TE: I wasn't sure you read it. 

The South African Minister of Finance i s here. He 
came up special from South Africa to discuss these 
matters and eome others . I think it would be a nice 
thing if you could see him for a few minutes . 

H.W.JR: How about ten o'clock Friday? 

Wk. VIHITE: You couldn't make it Thursday? I t 
wouldn ' t take more than five minutes . 

H.M.JR: Eleven-thirty, Thureday. 

MR. WHITE: Fine. 
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We haven't heard from China on the revision of 
their stabilization arrangement . 

We would like to send a cable to Adler asking 
him to resign from the board - stabilization board -
which has no status now. Our keeping him on there is 
rather undignified on our part, I think. Is t hat all 
right? 

H.M.JR: Yes. 

UR. WHITE: Mr. Soong is leaving for Ebgland to 
reopen tha question of the fifty-million-pound loan 
which was never effected, and he asked me to be sure and 
pay his respects to you. He inquired very closely about 
Urs . Worgenthau. 

B.M.JR: Does he want to come in? 

MR. WHITE : He has gone - this morning. 

WR. P.WL: Is !drs. Morgenthau better? 

H.~.JR : Mrs . Morgenth•u is well enough, we hope, 
so that she will move to the country Saturday morning. 

MR. WHITE: There is one bill here that you might 
want t o know about, if you don't alreacl.y. Senator 
KcCarran subadtted a resolution creating this committee. 
Nothing has been done about it . 

That is all I have. 

MR. BELL: Harry, do you want to tell the Secretary 
about that eilver arrangement with WPB? 

JIR, WHITE: Yes, I think we might wan t to inform 
him about it . 

WR. BELL: Go ahead. 

2~9 
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JAR. WlllTE: We had a large meeting in Kr. Bell' a 
office in which we discussed a request of the WPB 
Silver Committee that I think 1ou would like to know 
about because it will be the f1rat inatanoe of t he 
sale of silver by the Treaaury and because it also repre­
sents a somewhat new departure . 

They are going to sell silver - the seventy-one cent 
silver - under the Green bill, but there will not be 
enough of the forty- five cent silver to go around to all 
the important users . They want to give some of them the 
seventy-one cent silver. 

There are a number of waya ot working it out . Moat 
of them are very troublesome. The simplest way is tbat 
they will pick out three concerns and give them the 
seventy- one cent silver. They in turn, producing for the 
Army and Navy, will add the additional coat onto the 
pricea ·as a routine thing. It is nothing to do with t his; 
they do that anyhow. That has nothing to do with the . 
Treasur,r . But this has to do with the Treasury, and 
this is the new departure, that in order to ~revent t hose 
particular concerns from kicking about discrlmination 
against them, the Treasur~ has agreed to repurchase from 
them the silver in their 1nventory which they have left 
at the end ot •he war. There are a number of safeguards 
so that they can 't buy more than the amount that they 
need to keep up their production. 

H . ~I.JR: It sounds like a phoney to me. Has Paul 
reviewed this thing? 

J.lli. WHITE: His mn was in the meeting. 

H.M.JR: Supposing you take a look at this from t he 
standpoint of ethics and daylight . 

MR. BELL: It is just a matter of protecting the 
contractors. 

II. U. . JR: Take a look at it per eonaHy, will you please? 

lffi. PAUL: Yes . 

• . . 
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MR. BELL: It looked about the only way to do it t o 
pr·otect t he contractors . 

H.U. JR: I don ' t like it . Let Paul take a look at 
it. He may agree with you, I don't know. 

MR. BELL: The l awyers said you had ample authority 
under the law t o make such a contract providing, of 
course, the authority is there at the end of the contract . 
You would have to put something in the contract to that 
ef1ect. 

lffi. \\lUTE: ViPB has asked us to re-examine with the 
hope that we will change our mind about the thirty million 
ounces of silver. We will anawer them in another letter 
for your signature - it is concerning thirty million ounces 
of sil ver to Mexico - turning them down. 

YR. BELL: Ur. Young from ~bicago and Paddock and 
Rouse of. the Executive Committee a re in town. You remam­
ber, you asked them to be here. They are waiting in the 
Board for further instructions . 

H.M.JR: Well, not having heard from the Attorney 
General, I will be glad to see them at three o' clock . 

MR. BELL: I don ' t know whether we could make a 
decision today or not on the August 1 refunding, but 
time is rather short. We ought to announce it Thursday 
morning. If we leave it open t hree days--

H.M.JR: Let's talk about that - I will do that this 
afternoon. 

!Ali. BEJ.l.: If we could get t he 1Vire~ out tonight so 
they get it tomorrow, which has been t he usual custom, I 
would l ike to do that . 

H.M.JR: From three o' cl ock - t he Attorney General 
won't come - I am confident he isn ' t coming. 

YR. BELL: I have some letters here - t he edit?r of 
"Field and Stream" bas been put ting on quite a campu gn 
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to get donations to the Government, particulArly to pur­
chase Garand rifles. Here is a lady t hat sent in eighty­
f i ve dollars to purchase one . She wants a certificate. 
He v.ould like a letter signed by you. He also would like 
you to say you would av1ard similar citations to 8Jly citi­
zen Ylho donates money. I see no objecti ons to stating it. 

(Let ter to !!r. David Newell signed by t he Secretary, ) 

I am s igning i t as Ex-Conservation Commissioner of 
New York State. 

l!R. BaL: You know hi m? 

H.!.l. J R: We used to have a.U kinds of t roubles . 

MR. BELL: This is a memorandum to the President 
sendi ng h.im a draft of the letter which he should sign 
and return to you on the withholding tax. (Memorandum 
to the President dated July 20, 1~43, signed by the 
Secretary. ) 

And this is a letter to 
Savings in t he Post Off ice. 
signed b7 the Secret&q. ) 

Frank Walker on the Payroll 
(Letter t o Mr. Frank Walker 

H.J4 . JR: He is not very good, is be'/ 

J.!lt. BELL: No, we h~ve written him several letters 
and had several conferences. 

We want to announce changing the size of the Savings 
llonds f rom tqe present size to about one-half. (Draft 
of press release banded t o the Secretary. ) 
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H.M.Jh: Who didn't want that- Arm,y and llavy,or somebody? , 

MR. BELL: Yes, but we are going to give !hem t~e old 
size un til such time as they can rearrange t he1r equ1pment . 

H.M. JR: You are really going to do this? 
lil\. BELL: Yes, .. e will be ready by the end of August to 

start on production of the small size. ~e have the plate• 
ready. 
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H.M.JR: We have to get in there something about 
saving money and the number of hours saved. 

MR. BELL: Do you want to do all that? 

H. !l.JR: Sure. 

ILR. SoUTH: 14ake the best of it. 
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H.M.JR: Make a nice build-up - "How to save money -
6ood old conservative Morgenthau - the next thing he is 
going to do is cut the dollar i.n half'" - if they haven't 
alread~ done it for us . (Press release handed to Mr. Smit b.} 
Is it celow ninety cents? 

MR. WHITE: Compared with the cost of living, I 
suppose it would be an appropriate comparison. 

H.M.JR: This is just a matter of interest about 
people having their points when they go to hotels or 
restaurants . 

We were in a restaurant yesterd&¥ and Henry said to 
them, "Do you s till send food out to pri vate homes?" 
They said, "Ob, yes, anything you want . " 

He said, "Would you have to have your points?" 

"No, just t ell us v.hat you want, where you live, and 
''e will a end your meals to your home . " 

If a person has the money be can call the restaurant 
and order a couple of steaks and have them sent up to 
have at the bouse. 

Have you had your answer on that? 

CAPT. KADES: Yes, si r . It is not an answer, but 
the ansv1er that is given. 

• . .. 
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There are four main reasons 'lilly they won't point 
ration in rettaurants. Vne is the administrative diffi­
cul ties, which I thought they would mention. For example, 
t ole)' say they l'IOuld need fract i onal points and have to 
weigh the portions of meat in order to determine wh.at 
points should be required. 

Secondly, they 
They say it is good 
eat away from home. 
otherwise. 

..-ant to encourage people eating out . 
for morale ~urpoaea to have people 
It would d1scourage them eating out, 

MR. V.HITE: 
out these days . 

Nothing breaks morale quicker thaneating 
(Laughter) 

CAPT. KADES: The reasons get worse. Thirdly, they 
say that the situati on isn ' t critical. 

H.M. JR: It is not critical? Have they said this 
in w1•i ting? 
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CAPT. KADES: No, sir. And fourth , they ration 
rest aurants now on allocation basis , based upon the number 
of meals served and the number of persons served in 
December 1942, so there is a ceiling over which restaurants 
can't go . 

.• . 

H.M. JR: Well, I will read the memorandum and I am 
going to write a letter to ~r . Brown on the thing. But 
I am convinced of the fact that the people have got the 
money and they certainly - in New York they c~ eat . 
anything and just u much as they want. And 1t certunly I 
is discrimination in favor of the rich . 

CAPT. KADES: Thirteen percent of the meat goes to 
restaurants and hotel• and hospi tals and institutional 
users. In Kngland the onl1 way that they tried to solve 
the problem wu by having restaurants uailable to t~e 
lower incol4e groups where they could eat of! the ratlon ; 
and the English use the same argument, that it is a good 
thing for people to eat out rather than at home during 
..-ar time , 
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H.l!.JR: We will ta.l.k about it some more. I am 
not satisfied. 

MR. GA.STOO : That was Walter George's chief argument 
against the spending& t ax. He didn ' t want to stop people 
f rom spending money in the good restaurants and night 
clubs i n New York . 

WR. PAUL: I wrote you a memorandum about this 
pract i ce - about the business of controlling who are ~­
ployed as Treasury attorneys. I have t alked it over 
with Herbert. 

H.M.JR: I approved that memorandum. 

MR. PAUL: I didn ' t get it. 

H.!d. JR: Last week. 

MH. PAUL: I didn ' t get it. 

ll.M.JR: I 
memorandum. 

approved it, definitely. I approved your 

MRS. KLOTZ: Thursday. 

!.!H. PAUL: I don't understand why i t isn't back. 

H.U.JR: Better look at your desk. 

UK. PAUL: My desk is clean. 
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H.M. JR: Ji~ Byrnes called me up. I said, "Have 
you got my letter about the correspondence between J~ndolph 
Paul and Llovd Garrison?" He said, "No, did you write me?" 

• " H "d I said , "Yea , I sent it over by hand last week. e sa1 , 
"I never got it . " 

k h II d h id I said, "It is on your des somew ere , an e sa , 
"Most likely.'! 

WR. PltJL: You are not comparing me with Jimmy Byrnes , 
are you? (Laughter ) 

• • • 

\ 
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H.M.JR: Well, what he did - it seems that at this 
meeting yester,day, due to certain questions raised by 
the State Department, they suddenly discovered that the 
1\ar , Navy1 and Treasury have an interest in Europe. 
(Laughter} tnd he has asked the State Departmen t to put 
it in wri t ing and he will send it over to me - certain 
questions that were raised - and he would like to have 
an answer. I promised him it would be answered. 
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• • • 
He wants somebody from the Treasury - he said, "I 

suppose you won ' t want to come to our me sting." I said 
that I would be out of town but t hat we would send somebody. 

So when they come I will see ~nat the questions are. 
But I am going to make a little profhesy: You (Paul) said 
that you wanted to take a personal 1nterest in Foreign 
Funds. I will make you a little bet that there will be an 
Executive Order transferring Foreign Funds to Crowley. 

M~. PAUL: I wrote you a memorandum to that effect. 

H.M.JR: That it would come? 

~. PAUL: That it might come. It ia on your desk. 

WltS. KI.al'Z : No . 

lffi. PAUL: You will find it . It is already written, 
anyway . 

H.M.JR: You mean you dictated it. (Laughter ) 

!AR. PAUL: No, I signed it and sent it out yesterday. 

CAPT. KADES: Mr. Secretary, !Umdolph wants me to 
make a matter of record that I got a copy of the memoran­
dum he signed. (Laughter) 

\ 
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til.! Jr praphesied today that Crowley' s next 
move will be to try to get an Executive Order to 
transfer Foreign Funds to the Office of Kconomic 
\Varfare. 
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HJ.:Jr : Hello . 

- 1 ~r~tor: Mr. Pat t F'rson . 

··:·IJ r : Hl'l l o . 

R>oert 
Pn-:era~n : Hel l o , Henry . 

·!:Jr: Ho w e r l! ynu , Bob? 

? : I 'o tine ~ 

J ul y 20, 191.3. 
11 : 23 a . m. 

.~~:!.! , Randell;>~ Paul -.ss been telltr:. m~ el::ou t :!11 s 
~e~~rnnd~~ tnP.· ~~~ At:~~r.•y O•n•rAi ~e! wr1~ten 
on ron~g~:iati~n Jf con:r~cte . 

:= : Yep. ·.;~ dlscuse~d 1 t ;,refteruay. 
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Yeah . lbw, I under~ tend you 1 r e seeing the Pr oslden t 
:,.t)"Q?rrc w. 

? : 

''.·.J r : 

" .. Jr : 

":.Jl" : 

~ . 

::.:Jr : 

? : 

? : 

• 

I think , Henry, th~t 1: 1e pnr t or the meeti ng of 
Lh• '>!'f l ee of li a r l<!ob111zat1on. 

l"h nuh . 

Ti'lt! Jim-y 3:: r~ee outflt . 

Y•a!l . 

I ·~·.r~~ ~i'";.S .. 1f ~he :ae~t!.tlG -:h.et · he ?!"t f~den: 
r•farred t" in ~ls little ~e~rondum . 

I PP. :lell . . . . 

·,,'el l , now Paul . ... 

. . . . on the a s eumorlnn th~ t 1 t wa e thR t , I took >:he 
rh1ng up w1 th Jimtry Byrnes e s well as the peopl e 
he m~nt1oned in this <n!mo r andum. 

Uh huh. .i ell , we 1 r r r eady to beck y~u up . 

':'hank e . The t 1 s go'>d . 

~hw .... 

~ 
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;;MJr: 

? : 

'!HJr: 

r: 

?: 

·:: .J r : 

? : 

·~HJr : 

? : 

? : 

:::.:Jr: 
F: 

P: 

~l:Jr : 
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It ' s unanimous. 

Well , wha t I was going t, suggest to y~ur consideration 
we e that you p r e sent a writ t en opinion and let u 8 all 
sign it. 

That ' s right. I think that ' s a good thins to do . 

I thlnk tha t ' e better. 

I do , too . I ' ll eee thBt we get J.t up . 

No w, jup t one thing .... 

The whole th1r.g, ir. my opiric n , ls thi s, :he power 
:o ado?t that det1n!t1~n . no mat t er whet 'he me~rsndux 
!"r~m BldC:l e seyt, is very .-la i n Pnd clear. :bw, :he 
"'!.s~~m :> ~ i: is ;..flie , I 1 vP al\o·sys vl~wed :hie cor.tr~ct 
r~n f'.; ·ta'!?n ae " \fal·•abl f' :hlng lf kept wit:Un "Jr~,cr 
t~ur.ds . 

Uh nub. 

But H :hey want :o d l sh on to us the j ob ot urioi r.g 
every e1rgl e thlr.t; l n t h e whol e eoon ,mlc str uctul'e .... 

Yeeh . 

•... '-'hy i : ' e a ~lop - a n,th.t r flop - :>nd rr:y ter.dency 
h"~ al,..a:; s been ir e>sr;;thlng h11vln:; t ? do wl:h an:· 
.,rice adJustcent W?r"- by the •.lor Jeoar:a:ent t o nar row 
the b·.unds ~f it end k•e;> - c~nrine "ur2eh·ee as 
neerl·t as ·,·e can t:: lxr:edlate Ct)ncrscte we !'lave ft r.d 
with t~e bigger concerns and l e t :he s-ell try go . 
Tne job's too big. 

~ow, :hAt's .... 

And al~n~ th lines, lf w• ado~ t def lr.lt1ons that , .,. .c fe ' ,. 
chase ever ything bac:< t e> the t'c r est ~r the m~ne .. · · 

Uh huh . 

.. .. or the term - well , we m1fSht e s well thr ow up our 
hands and cal l it a day . 

·~ell , OPA t ried to do lt end C'lUldn ' t ;;~ t anywher e . 

Inn ' t y~u agr ee? 

~ell , I a~n ' t ~r. ow an awful l~ t ab ~u: l t . ?aul' e 
hsnC.H r.g it e:~d I 1 11 p•rt ec: l '' w!lll ~; :~ let ~1o 

.. 

.• 
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h~ncne 1 t , you see? 

Yet~h . 

Now, I ' ve Just go t- I want to arr~nge 1t - s omeb'Jc:\y 
in my o ffice said that t~e Pr~eiden t , they though t , 
wee gunning ou t - after this a l umi num com·:amy un 1n 
Canada. - -

'lo'e ll , that may be. 

1:~11 , can h e do 1 t thr ut;h r ene&? : is ~!a t1on? 

~~0 . 

I see. 

I don ' t kno·.· any thl.r G about th e ter me of the t con­
t r act. I t was ma de be twe~n Jes• e J ' nes end .... 

Yeeh . 

.... that compan;r . No w .... 

Well , c :>uld .•. . 

. .. . I ' m satisfied o f this, :hough- :ha t i !" :here ' s 
anything raw l n the co~:rect .... 

. . . . I :r..lnk :>:ot Jesse, "' 11 v• l'Jntsry :>atter, can 
get them to r enego tiate. 

·~ell - I r.ean - c >uldn ' t Jeese do it any·•~y ? I c •an , 
i t the ? r esident wan t s ·n~t , can ' t he ~ 1~ly tell J;n~o 
to r •nego t1ate thet? 

\iell , I don ' t - I don ' t kn?w, H ~nry. 

Huh . 

I d • •· ~ The thing ia bound uo wl th Car.11d1a n t> n : ~.r.Ow . d 
int~reste and ·he Canadian ~v•rn~P~t :~ •~~· egree 
and _ uh _ it ~ae, as! undere:snd lt, kind c f ~ 
~ayment he :nade d"wn to ")r' m:. ::e al 'J::tlr.u..'l! ;>r :: duc t. 1) n 

.• 
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? : 

::::Jr: 

? : 

~.Jr : 
• 

?: 

:.r:!Jr: 

? : 

? : 

? : 

- ~ -

in CPneda - uh - t J spur it on .... 

Well, he •..• 

I don 1 t know enough about 1t . 

• 

:~ell , the easiest way - the Canadian minieter !l•re 
ln Waehlngt on was a f or mer Gener al Couneel ror the 
aluminum comoany, so you c oul~ take it up wi th him . 

McCar thy? 

~re . 

AU right. 

Sure . 

' .'ell , :hPrt> ' s no dcubt J f tne fact - we 've had r.o 
t r , uble ourselves wi th the Cnnad!ans on any 6eels 
\ole have had w1 t.'l tt.em. They Cll :t~e in and ;;eve me 
a check that I sent t:'ve r t ? you ror fifty million 
dollar s .. . . 

Yeah . 

.... the other day. They t ound that on eome cnntrac ts 
we ' d olac~d there on lend-lease accoun t : or prJducti~n 
in 'l!unitl'> ns , th!!y ' d made t?J rau ch al'ney .... 

··:el l , . . . 

.... end they Just v~lun:srlll' co-::e 1~ end .. . . 

YeAh. 

.... gave ~e :he check. 

\~ell , I think 1t ...• 

They don 1 t need to - they don 1 t need to go/to l aw a:16 
all thllt kind of stuff about a thing ll.ke tha t . 

W~ll, from ~<hat ?aul tells mft , rather than to upset 
all these contrac ts which you have renegotiated, that 
they wont t o Just aim st the Alumlnur. Oomoany c f Canada. 
I thlnk there' s a much easi er we; t o d~ it. 

I have no d~ub t a t ell that lt can be ha~dled emlcebly . 

Yeah. 

• . , 
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.... 1<i thou t any ciisru;>:i on l i k,. this . The - :he 'llll n 
w~~ drew Lhat roero?rendum t or Biddle Jus: dicin ' t kn~w 
~nything ot the pr actical situation . 

Yeah. 

I think I will write a l lt t l e memo r anda . 

Okay . 

Thank y<>u, ~enry. 

G!l d bye . 
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July 20, 19~3 

JmfORAliDUli FOR THE P!UlSIDEllT 

Careful considerat ion has been elven to the memo­

runJa from t he Attorney General relative to the exeLl:'.)tion of 

alw.lnwu inzots frotl contract roncgotlatiO!!. The f olloriing 

co_.ents are submitted for your inforn:atio.1 and consideration. 

1. V. ith respect to the authority of the Departoents 

to olake the exemptions , includin: the cxem~lio~ of aluminum 

· ··~ot , embodied in the Joint Statone:1t by tho l•ar , :;avy and 

•;;•cu~UI'j' De_;lal'ii!.Bnts and t he larit itle Co~:nisslon , it is our 

co.,~ido J•ed judgment that t hese exem~tl ons are clearly v.ithin 

t' £ autl.orll. eranted to these a~cncies under t..'le Reneeotia-

, . on Ct .tutt . In t he case or aluminw. tht uses of bauxite 

1ln: . i111 referred to b.; the t.ttorne. Jeneral vcrr con-

' i .ci~ent~ c~a~~ct£r 

r; c nclus i o .. tl.at aluminll:"l 

t ro~rf!sent in a Lroafi sense the £ir!)t •d t,. .. t ~L. v:.ich the 

. •o,'uct is suitable for indm.tri 11 n e . •t .:v t : :ne durine t he 

... .'',~ that thh ;,atter 1 as under acLI1A e~onoiL~eration VIas 

Jl ,t ox;. resseJ b! an~· of tl osc co.tccr tcc1 l.t' t•e.;;nr.:' to the 
, . , -.. a11t' oril. of t: r Sr.cr~tarics to fix the el:e,tr-tio:ls 
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1 0,!iocl in the Joint Ztatement , particular!; in the li:;ht 

l ro•d ~ul ho!'it:; !_;Nnted 1y Con;:;!'ess to tl e Sec1•etaries 

t• ".:oJ'inc , inte!'rl'et and a:?rly" this par ticula!' pr ovision of 

.., 
~ · 

Ther e wer e , i n addttlon , str ong pnctical !'easons 

· \r!l au. :-o1·Led tlae decision of t he Sccrelc.ries to place the 

r.:e , ti on sla::;e 11hcre the;• ilic1 :>lace H . In tlae first :>lace , 

. ' • ~c•roJ to be desil'abl e anJ in accord with tl•e L.tent of 

]•·c~ t~o elir.inate f :-or l'ene.;o•iatlon 1nuustl'ies conce!'ncd 

•· · 1. tol t.h Ue exiracti cn ...nJ evtNmce of !'a• r.aterials 

" ( ;;ccassi l ~ of grarrlin.; ~ lth \.he man~ ;wcbleus connected l'lith 

ol ,}o !cr,inl tlon of costs unrl ;>l'of i t.o on t he::c lasic processes . 

r ' ' e t J..orc, this intl'r~r~~ation eli::Untote•l t:.e d·"r..:.;er of con-

.. 
"''e c .. t on "hL.inw ~.1uoh , LP.'t ar< fu r tler o'~ections . 

"·c •i1•si :;lnce , t'.e exe ... !'tio~. of alw i•u; ' n..:ot~ I as ::ale 

t'1e 1,Rnis of r• ;>olic. o£ i nte l'r•relallon r.c icl included tho 

~ [ion Of llUIIIOI'OUS othe l' ]'li'OdUCtS . It WU iilil nCJt l;,e ~!'aC -

' · <l l • t o ci.lln:e the a luruinlll:l in:;ot uoDJ:•Liol. without. oha~Ji:illJ 

r lli I u~ of .. ~a~· other ?roducts . 

• 
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'l"te Jo:r.t :::tate ,ect of 'arcit 31 , 1343 wa~ issued 

.(.\ c..J. for the ~ide.nce of .tte Price ;~djuat.menl i:cw.!•us but 

1r n :or t::o use and infor.:tation o.i'. v.a.· contractors .;enerally. 

C•. r thirtJ LhousanJ copies of Ll.e &ialeJJ~Ht !.ave been dis-

tri'ulccl , un.: Lhese stateJJenl s have 1ccn o.:rlieil in a lar;::e 

~-" · 1·r of renccotiations and are rton 1·6ir.: use..: .~.no ar2lied 

: .. c~\;slantiall~ all penilin,; ren~.,otlations . It is believed 

•· ~~ a chanzo in the ,:'oid State;.ent of t~e sco::-e anil c:...ar•acter 

, w.Gtcd would have tbe effect of irrotrievall~· C• .J'•·si:::; 

•: ousar.cls of pend in::; cases . Such a chanzo 11oul<: not only 

; 1:•a.lr L!1e proJress of renegotiation hut ,·,oult constitute a 

. owerfttl areument fo r r epeal of t he acl in the hands of t hose 

intluotr~· who arc try ing t o per suade Con::;ress tilat the act 

illposslble of adn:inist rative acconrlishmer.t and t l.erefore 

0° oulcl be repealed . 

For the reasor.s indicated , the ur.clersi:;r.ed respect­

.:'ull:r cubrnit t hat t he su::;;;ested SLcndneJ t to t'ie Zoint Stcte­

.e t is not required as a r.J&tter of la.w an<l ia alto;;et'"er 

t ••• c~iro.llc as a matter of policl' . 

RespectfullJ , 

lsi ROLERT P. PATTl!.'RSOl\ 

Actil\E Secretnr! of \:ar 
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Secretary of Navy 

/s/ R. l'OR~E::T:U..U . JR. 
Secretar; of Treasury 

Chairman of i . .ari time Col!ll"issi on 
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July 20, 1948 
3tl0 p.ll. 

FINANCING; THIRD WAR LOiN IlUVE 

Present: Mr. Bell 
.ll.r. Haas 
Mr. iobJ. rp~ 
Kr. Viner 
Kr. Eccles 
Mr. Young 
Mr. Evans 
.ll.r. Paddock 
llr. Rouse 
Mr. Piaer 
Mr. Ransom 
Mr. Goldenweiser 

H.M.JR: If we could settle thia afternoon this 
August refunding, I think it 110uld be very helpful to me. 

Bell, do you want to etate the problem? 

lffi. BELL: I think the firat proble11 ia what amount 
of certificates we are going to issue to refund - or pay 
off - tbe August aaturit{ ~unting to one billion six 
hundred nine million dol ars. The queation ia whether 
it should be two and a half or three bi11ion dollars. 

inother question in connection with that is as to 
whether we should pay off the certificate in caah or allow 
exchange privileges to the holders of the maturing certifi­
cates . 
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Then there are other queations, once those are settled. 

I:I.K.JR: You think this snould be announced whan? 
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MR. BELL: ! ,would like to see it go out to tbe 
Federal ReaerTe Banks tonight in order to giTe them a 
day to ban it printed and in the mail, and announce it 
Thursday morning. 

1lR. ECCLES: Since I t&.L.ked to you, Dan, I agree 
wi th that, because--

1lR. BELL: The mail ia rea.lly terrible. 

1lR. ECCLES: That it riltht. The ti.me element - if 
it goea out to.orrow night, Priday aod Saturday just 
ian' t enough. It would be 'better to .let it run over to 
Monday. You would have t o do i t, I think - you would 
haTe to leaTe i t open Friday and Saturday, and stragglers 
on Monday could get in because there will be some of it -
most of it can get in on Friday and Saturday, but I think 
because of the mail you would find you couldn't close i t 
until Monday. 

MR. BELL: We can't do it Monday because that just 
gives ua a week and tbllo after 70u leave the books open 
two day~ or three days, which even cramps us more be­
cause we couldn' t make allotments before Thursday or Fri­
day--

WR. ECCLES: If you closed it Monday you couldn't 
make allotments before when '1 

Wn. BELL: You 118an to open it lolonday? I don't 
think it would gin ue ti.IIUI enough either . 

H.K.J R: Is it your idea to announce it Thursday 
morning? 

MU. BELL: Yes, and close i t Saturday night. 

H " JR: Would there be any harm of announcing it 
·•• for Thureday and in that in the papera to1110rrow morning 

way get an extra day? 

.. 
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l&H. BEIJ.: You mean announce it before the circulars 
are pr inted and mailed? 

UR. ECCLES: I don't see any harm. 

AtR. YOUIG: It would be helpful . 

H.M.JR: That just-helps. 

YH. BELL: That would be helpful. 

J.l.k. ECCLES: I don' t think it needs any help. 

kR. BELL: I wonder if you woul d confine t he sub­
scriptions to two days, Thursday and Friday, or would you 
want three days? I think t woie enough on the certificate. 

H.M.JR: I would have it in the papers tomorrow and 
then they woulc get their ciroulare Thursday, wouldn't 
they? 

MR. BELL: Thursday morni ng. 

UH. ECCLES : Those that didn't get them Thursday, 
they would get them Friday. Some wao't get them before 
Friday - a lot of p!acea. But t hat gives them a day. 

llH. YOONG: We will wire about a hundred bank.s, 
anyway. 

J.Ol. ECCLES: The worst is down in the South :md the 
West Coast. 

WR. BELL: We elwaye send night !ettere to those 
banks that are beyond t wel ve hours . 

H.M.JR: You wouldn' t have to settle i t tonight if 
you felt - if everything was all right you could close_ 
it Friday) if not , Saturday. You would l ike to c!oee 1t 
Friday? 
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ILR. BELL: I t gives us a little more time and two 
days is enough, I think. Practically all of these certi­
ficates are held by the banks . Three hundred million, 
I think, are outside of the banks . 

!.ffi. }()USE: You have the possibility of processing 
the mail subscriptions at the close of the bo oks on 
Saturday and Sunday instead of having to do it on Mond81 
and Tuead~ . You get the benefit of Sunday, which will 
facilitate the reserve bank operation. 

H. LI. JR: .ls far as I am concerned, it is all right 
t o have it in the papers tomorrow night, have it open 
Thursda~ and Friday, close it ~riday midnight . Is that 
all r ight with you? 

MR. PADDOCK : O.K. 

H.M. JR: J.t .least we got one idea here anyway. 
(Laughter) 

Now, how much is it going to be? 

UR . BELL: Two and a half or three. I had in my cash 
estimates two and a half billion dollars extra money, but 
there have been suggestions of adding another half a 
billion to that in order to help our balance a little 
going into the nert drive. The bankera recommend a three 
billion dollar offerin~ and also it YIOUld help the market 
a little by giving a l1ttle larger amount. 

H.W.JR: Let ' s start and go around the room. 

Chairman Eccles? 

MR. ECCLES: I would like to discuss this in connec­
tion with the basket because I think they are so closely 
related. In other words, if you are going to include a 
seven-eighths certificate in the basket , then I !«~uld 
han one re o0111111endation; if you we reo ' t going to lDClude 
it, I would have a.nother. I think that it makes a vel'f 
important difference. 
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MR. BELL: I might say before Mr. Eccles starts that 
v;e sent out two hundred and twenty-five telegr&llls to 
corporations and others buying securities in the April 
drive;and we got a hundred and fifty replies up to dat e, 
and a hundred and twenty-five of them wanted certificates. 
Some wanted both certifi cates and notes ; some wanted just 
no tes. But a hundred and twenty-fi n definitely wanted 
certificates to put their funds into. Particularly they 
stressed the fact that these were short-term funds and 
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they didn't want to tie them up for more than a year. .• .. 

H.M.JR: These ~ere people ~ho had bought before? 

MR. BELL: Yes, they were the people who bought in 
the April drive . 

MR. ECCLES: My answer to that was thia, t hat naturally 
t hey would prefer the certificate, but I think that they 
would take the Series C tax note because they have got 
short paper - either six months, nine months, a year, what­
ever they want i t. If you took the thirty-day notice out 
of it after the year - and, of course , on that they can ' t 
speculate - they can't get a profit out of it except the 
actual interest that they are entitled to for the time they 
leave their money with the Government . 

WR. BELL: I question whether we ouzht to force them 
into something they don't want to go to. Now, all of these 
people in here this morning--

MR. ECCLES: We forced the insurance companies into 
two and a half when they wanted three. (Laughter) 

}(R.. BELL: It is not analogous. (Laughter) 

MH. ECCLES: I agree that it makes a little easier 
selling job, blt is it a sounder long- range program? I 
don 't think we have ever made a real sale of the savin$S 
notes . I don ' t think we have ever done a lot to sel l 1t. 
The last time we had the certificate i.n the basket. That 
ia perfectly easy to sell because it immediat~ly sella 
at a premium on the market wheneYer they buy 1t , so a 
corporation would be foolish to buy a C llote if they can 
get a year paper like the certificate. 

• 
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I think that the great majority of them would pre­
fer the certificate. On the other hand, I do think that 
a real selling job could be done on the Series C note 
and then you wouldn't have to sell every year. The thing 
~ould carry through for the life of the note as long aa 
they had the money. You would only get it at such time as 
they needed the money, which is , of course, when you want 
them to have it . 
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I do think the thirty-day notice after six months - •• • 
as it i s now we provide they have to hold it six months 
"hich I think ia proper. They shoul dn 't just buy it and 
then turn i t in. But I don 't think the six aonths is the 
deterrent. In fact, the fact they han t o give a notice 
is somewhat of a deterrent . If they could turn it in- -

lo\;1. BELL: Some of the Men said the deterrent is 
the fact they have to come to Vlasuington any time they 
want their money . 

Mli. ECCLES: Just send it through the banks for 
collect ions if you didn't have the notice. 

MR. BEll: That ia -.hat they do, aend it through the 
banks , but the fact that it is recorded in •ashington or 
recorded some place along the line is a deterrent to the 
sales. 

ll.I.!. JR: They don •t like Washington? 

WR. BELL: They don ' t like to come to ~ashington and 
let you know every time they want a few dollars to spend. 
They want a negotiable securi ty, so the salesmen tell us. 

MR. ECCLES: They prefer it, but they have boug~t 
quite a lot. There are seven or eight billion out Wlthout 
very much selling effort. 

Well I would say this, that if you are goln~ to 
put the q~ota at sixteen billion on a non-bank thing--
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H.M.JR: iell, that hasn't been fixed, Marriner. 

MR. ECCLES: If you do, I would include the certifi­
cate. I think if you are going to try to raise sixteen 
billion that you possibly need the certificat e in the 
basket. You would need the easiest way to get a lot of 
money. 

But I would personally like to see the quota aet at 
substantially less the first time so that the next time 
you have a drive - t his is the first time when yuu have 
a non-bank drive. It is the t ime that you have got a new 
State organization. You ~ould be thoroughly justified 
in putt ing it , say, to thirteen billion . 

Now, thirteen billion was the quota l ast time in­
cluding the banks. That is all you had including the 
banks, last time. And if you put your quota at, say, 
thirteen billion, and then maybe run over a little and 
leave the certificate out, then th~ next time you have a 
drive you could increase it t o, sat, fifteen billion 
if the situation warranted, instead of establishing it 
with a - if you establish it at sixteen with a certifi­
cate, it seema to me you have established a pattern for 
the future. Then the next drive that you have you can't 
well have it less than sixteen billion. You possibly 
would want to go to seventeen or eighteen billion and 
you would have to include a certificate again. 

You are establishing a pattern now for the firs~ 
time with a non-bank drive, and I would be conse~at1!e• 
1 would put it down to the point where I could ra1ae 1t 
next time, and I would get it on a basia of a sound pro­
gram of really selling a security that doean't come 
back at you in a year, and do a aelling job - a real non­
bank financing job. 

Now, if you do that - if you follow that sort of a 
pattern and you don • t put a certi.t'ioate i.n, then .you 
would - with the certificate , now, I would make 1t three 
billion, if it wasn't going to be in the baaket, and I 
would offer it to everyone. 

283 

• . .. 

Regraded Unclassified



- 8 -

I don' t think it makea muoh difference whether you 
give an exohange for the outstanding certificates or 
wllether you pay them. I wouldn't oare one way or the 
othe r . I would make it three billion dollars because 
your quota would be a lit tle less for the basket and 
therefore, if the certificate isn't in it, I would make 
it three now. 

That would be a billion and a halt of new certifi­
cates on the market wnich I think would pretty largely 
meet your certificate situation . ind I would allocate 
in full up to a hundred thouaand, and I would make 
t hem pay in full with the subscriptions up to a hun­
dred thousand so that there ~on't be any speculating 
in it. 

If they are going to be allocated in full there 
ia no reason t hey shouldn ' t pay for them. The subscrip­
tions above a hundred thousand, I ~ould require a pay­
ment of at least ten percent, so that the thing that 
happened when +~e last issue was made of one and a half 
percent notea couldn't happen he~ 

I think that had a very bad effect . When you get 
a huge over-subscription I think it has this psyc~olo~ -
I have heard it from quite a number of sources - 1t g1ves 
the impression to a lot of people that t hi s hug~ over­
subscription is a legitimate sale - that it ia a natur~ 
demand on the part of the public for Government aecu~it1ea . 
They don ' t realise that it is a padding process and.1t 
really doesn't represent a legitimate sale or a l eglti­
mate demand. 
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A lot of the little people - the rank and file of 
the people aay, "loly goah, if the Government oan get all 
of this money that easy, then why all tbia appeal to 
us?" I think it baa that ef'feot . 

So, in putting out the certificate now, t hree billion, 
I think I would hold it dow:~ - not only hold it do.,;n by 
requi ring cash up to a hundred tbouaand,which would get 
rid of the specu.lator, but vosaibly provide a formula 
for banks 1 0 that the bank• subscriptiona would be 
limited. . 

And subscribers outside of banks, we should under­
take to limit those as well , and police them, and possibly 
leave the dealers out because they only buy to resell, 
and thus- -

MR. BELL: In other words, you would go back to the 
old restriction. 

ILR. ECCLES: I think ao, Go further than the re­
striction because you never did have a hundred thousand 
cash payment before and an allocation to the banks. 

VR. BELL: Would you have exohangea'l 

t tn ECCLES I d •t ca"e I don ' t think it makes ..,, : on • • 
much difference. 

MR. BELL: If it ie going to be in the basket, what 
would you do, cut down the amount? 
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MR. ECCLES : No, if you were going to put it in the 
basket - yea, I think I would. If it is going to be in 
the basket I wouldn't put out more than t wo and a half, 
I wouldn't offer it to the public at all, I would five 
an exchange for the billion aix hundred million tha ia 
out, and I woul d give to the banka only the other billion, 
because the public ia going to came in and get it in the 
basket, and I think that if you are going to expect the 
banka to not try to indirectly buy t he certificates out 
of the bulcet - they will do that anyway to a certain 
extent, But certainly if you are going to offer thi a 
to the public now, it will cut the bania'allotment down 
very greatly, and I thi.nlc there would poaaibly be mort 
reason for the banlca indirectly buying certificates out 
of t he baaket, 
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WR. BELL: You would throw that three hundred aillion 
dollars already outaide of the banka into the banking system? 

YR. ECCLES: Well, t wo and a half billion, and keep 
them out of the basket, I mean, keep them from getting 
their directors t o subscribe for them, their affiliated 
companies to aubacribe for them, or brokera to subscr ibe 
for tha, lila t I am afraid of ia if you put the cer­
tificate in the basket you will l{kely have a lot of 
cel't ificatea which were a old last time - you will have a 
lot of certificates sold last time - at least sane of 
them - bought by corporations now aold to buy the new 
onea again . 

H.W. JR: I gather you haven' t had any preliminary 
talk on tbie? 

WR, BELL: Yes, we had one the other day and discussed 
thia whole thing. We had one over in the Board. I feel 
that the oertificete should be in the baaket, because I 
think there ia aaae money there that we ahould go after in 
that form of inveatment. 

to a 
"1• 

I don't think that the aaleaen ought to go around 
corporation and aak them to aubaoribe and let them 
"You hann't got the lclnd of paper that I want. We 
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don't want your tax notes; we have all those we need to 
pay our taxes. We want a negotiable security, and it 
shouldn't be over a year.• I think you will find a lot 
of them that will say that. 

R.K. JR: What is the hurry? You didn 't tell me there 
was auch a hurry about t hia refinancing, 

WR. BELL: August 1 ia coming along here, • 

287 

H.K. JR: Yea, but I haven't had eny warnillg on thh ,. -
thing. 

WR. BELL: Yea, I warned you last week, I said that 
we had to do thie this week - t he middle of this week, 

KR, ECCLES: You talked of the 19th u the date. 

WR. BELL: We t a1ked about it last week. 

H.K.JR: It didn't register. 

WR. BELL: I am sorry. I aaid we would have to make 
thia decision this week. 

H.K. JR: It is just caminf to me out of a clear •k1· 
You didn ' t talk to me about th a, Haas, up on the far. 
Saturda7. 

WR. H.US: No, that didn 't ceDe up. 

WR, BELL: That is in his muorend1111. 

H.K. JR: I had the three men up there Saturd&7 . TheJ 
never mentioned it to me. 

WR BELL· It wee mentioned at our conference last 
week t~t thi; wae one thing we had t o do the middle of 
thie week. 

H.K.JR: Th•T never diecueeed it wi th me. 
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MR. HAAS: We diacuaaed it here, but not up at the 
fa I'll. 

H.M. JR: I think it ru1bee ae eo. It ia a lot of 
monty. I don't want to make any miatakee, We have theee 
other people in here and are waiting to get their advice. 
I don't know bow the1 art going to adviee me. 

MR. BELL: '!'bat ie on the buket. 

H.M.JR: Yes, but Ecole• •aye--

lCR. ECCLES: I think it JU.kes a real difference. 

R,M.JR: He eaye how be advises us aakee a difference 
on how we go on the basket , We haven't decided it. 

MR. ECCLES: I think we all feel that way - the Fed, 
Hap, and all feel the same way, that if the certificate 
is to be in the basket it calls for a different program 
than if it is going to be left out of the basket , 

MR. RANS<K: Mr, Secntary, I don ' t see how 1ou can 
deoidt one without deciding the other. 

H.M. JR: I can't decide the basket for another day 
or two. 

MR. BELL: I don ' t aee aa the1 are tied in so closely. 

H.M. JR: You have all of next week. 

MR. BELL: Yea, but remember, if 10u are going to 
leave 1 t open Monday and Tuesday and than you cloat the 
books, you don't aake your alloblent until all of your 
mail aubaoriptiona are in, which is about Tburada7. Then 
you mail that to your banks and they have to mail out their 
notices of allotment and you have to get your money back 
by the following Mond•T· There just ian' t time enough. 

H.K.JR: Wbere ia Viner? Saaebody said he was here. 
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liR. BELL: Be h in the meeting ac.rou the hall. 

H.ll. JR: Eoolu, do fOU llind if I uk acme other 
people? 

liR. ECCLES : Not at all. llqbe I han taken up too 
much time now. 

289 

B.K.JRt Frankl7, I didn ' t know this was - ae I ear, 
I didn't know I had to decide tbia toda7. I don't see 
how we can decide it today. , •• 

Goldenweiur? 

liR. OOLDENWEISER:" I haven't ginn it a gru t deal 
of thought. I confeaa I don't think that the difference 
between the two and a half billions and the three billions 
to be offered now ia aa big a difference ae that, and 
you could decide either wa1 without making a mistake, 
regardleaa of what you decide for rour basket. 

I would be rather favorable to a larger subscription, 
make it three billions, and then because you have an 
awfull7 lot of money to get anywa7, fOU might aa well get 
it. 

I would favor, of oourae, not including it in the 
baaket; but if rou are not prepared to make your decision, 
I would decide on three billiona now, aQlWaT• 

liR. ECCLES: Would 70u offer it to the banks onl1? 
liR. GOLDENWEISER: Yea. 

B.ll. JR: How about rou'l 

MR. EV.lNS: We talked t hia onr thia aorningt lir. 
Secretarr, and I agreed euctl7 with the Chainaan a point 
of new on the whole thing. 

B.li,JR: You have nothing alae to offer'/ 

• 
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MR. EViNS: Nothing elee, no, air. 

H.W.JR: How about Boston? 

MR. PADDOCK: A• far aa detaila are concerned I 
agree with the Cnairaan. I think three billion doilara' 
worth of certificatea if rou put it out at tbia time -
I think that ia what the eale .. en want. I would leaTe 
the certificate out of the dri n, and I would ban a 
.. aller total in the driTe. I think that ie a pretty 
large aaount to figure on getting wi thout the binke. 

B.W.JR: Would rou open it to the public, or just 
confine it to the banka? 

MR. PADDOCI: Banke. 

MR. RANSOW: I haTe no different opinion than the 
Tiewe the Cbairman baa erpreaaed, It haTe giTen a lot 
of thought to it, Wr. Secretary and I feel that the 
certificate ought not to be in tha baaket. I tblnk 
that that being tbe case rou come out at the other con­
cluaion that Wr. Goldenwelaer eare1 1ou might aa well 
offer the three billion now. FranklJ, I think that 
will contribute to keeping it out of the btaket. 

~.JR: George, what do rou people tblnk? 

MR. B..US: I would go two and a halt and then I 
would put righta on it - I would put aaat controls on 
it - a fol'llula on it - and alao full cash for the hundred 
tbouaand, and ten percent on the other outside the banks. 

H.W.JR: You aean open it to the public? 

WR. HAAS: Yee, not banks alone . And I would star 
at two and a half, on the smaller eide, beoauee we are 
experimenting with the new controls and I would faTor 
putting - another reason I would faTor putting it in 
the baaket - I do recall rou did diaousa tbi• up there. 
You raised it up at the fal'll. What I outlined there ia 
identical to tbe bankers' recommendation, except that 
ther aak for three. Isn't that right, Dan? -
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KR. BELL: They ask for three, yea. 

KR. WS: Bllt the only difference in rq recCIIIIlenda­
tion waa to drop the 1111ount. 

KR. PISER: I have nothing to add to what the Chail'll&D 
aaid. 

H.K.JR: Kurphf? 
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KR. KURPI!l: I would agree with what Kr. Haas said, , •• 
except that I think I would lean toward the three. The 
consideration that would cause me to lean toward the 
three ia that I would like to aee somewhat more of a 
balance right at the beginning of the drive than we would 
have otherwise. That is, I wouldn' t like to see us caae 
right down and scrape bottom on our working balance. 

I don't think, however, that there will be much 
market difference between two and a half and the t hree, 
and it mar be that Kr. Haas' caution would be justified 
by the oircuastances, although personally I would be 
quite confident of the three. 

KR. YOUNG: I would rather see you put out three 
billion dollars and confine it solely to the banks with 
a fo!'llula of about aevan percent of their net d81Ulld -
net deposits,with the same reatrictiona that Chairaan 
Eccles aentioned. 

H.K. JR: Seven percent? 

KR. YOUNG: Yea, ae far es banks are concerned. Seven 
net on net daaand deposita would be about aevan percent ­
about eighty-five million .- ao that won't be too auch out 
of line with three billion dollara. That would be fifteen 
per cent, then allotment if they all cue in a.nd subscribed 
for whet they were allowed to. 

If you sell the three billion dollars then and reduced 
your estimated quota - your propoaed quota - then I don't 
think it ia necessary to have it in tlie drive . EUt it ia 
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true that the corporations that we have talked to would 
rather have the aeven-eightha - t ha t i a, for their current 
lunda. 

KR. ECCLES: Don't you 'think, Hap, that aa to whether 
it ia in the drive or not depends on .Oat you are going to 
raise? I mean, that ia the big factor . 

(The Secretary left the conference temporarily.) 

H.W.JR: Got it all settled? 

KR. BELL: Do you want to ask Rouse? 

KR. ROUSE: In view of the situation aa it bas pre­
veiled here t .bls afternoon, }lr. Secretary, it aeaa to me 
that a decieion baa to be made on thia before you decide 
on your basket. In the light of that, either amount two 
and a half or three billion, aaCAs to me no t materiaL 

H.ll.JR': I agree with you. 

KR. ROUSE: You can eaeily go to the three and have 

2S2 

the aeeurance that llr. Yurphy aentioned. In view of tha t 
and the other situation, I would be inclined to give rigbta 
on the - give an exchange against the billion six t? any 
holder, whether it ia e bank, a corporat ion, or an 1ndividual, 
aa the oaee may be . I would offer the balance to the benka 
for eubacription on a yardstick basis. 

H.W.JR: Way I interrupt you? How did we do the la•t 
one, give rights or pay it off? 

KR. ROUSE: On the last one we gave rights. 

KR. BEU.: That was in the drive . 

WR. ROUSE: During thia eubeoription thia week you 
would announce the terms of the basket ao that other• 
would know they were going to be taken care of and how. 
It aelllll to me you could make thet decision tonight or 
the f i ret thing in the morning. 
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H.ll.JR: On what? 

llR, ROUSE : On thia offering, wi thout having to 
decide the basket at the same time. You have to decide 
that i n the next day or t wo, That ia what I waa referring 
to aa circumstances. 

I! you do it on the baaia I auggeat I don't aee aa 
rou are ccmprani sing anyway. 

R.~.JR: You are auggeating that we give people the 
r ights !or the billion aix? 

llR. ROUSE: Yea, air, 

H.ll. JR: And then offer the nine hundred or a billion? 

llR, ROUSE: Ye~ for cash aubacriptiona. 

H.K.JR: What baaia would rou do it on? 

llR. ROUSE: I would do that on the basis of onlf 
bank aubacriptiona. 

llR, ECCLES: On the f ol'lllula, 

B.ll.JR: What waa the formula? 

llR. ROUSE: I didn't suggest a !ol'llula. You have an7 
number here. !a long aa there ia one, it is all right 
with me, I would do it on the baaia of a percentage of 
net depcait1,and capital and surplus; whichever ia greater 
would be the one I prefer, deai~ed at the maximum to 
produce an allobaent of !ort1 to sixty percent in relation 
to the amount offered. I! you chooee the aevtn percent 
of aeaet a, it ie equally good with me . 

H.ll.JR: What about the old formula, fifty percent 
of capital and aurplua? 

llR, ROUSE: It doesn't meet the eituation in the 
b1nke, the new big banke, the btnke in the southwest, 

0 
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on the Coast, and the south generaily where the new deposita 
are going. It isn't a fair thing to those banks. 

WR. ECCLES: They have had the big growth and not the 
money, ao you have to baae it on the deposita, I think. 

WR. BELLa The bankera auggeeted a hundred percent of 
capital funds, or five percent of deposita, whichever ia 
higner, for the formula . 

WR. ECCLES: That would meet it. It ia a little more 
complicated having t wo different formulae. 

WR, BELL: 
little--

WR. ROUSE: 
think generally 
(Laughter) 

It gives the bigb capital ratio banks a 

There is no problam about it, because I 
speaking, bankers read and figure it--

WR. ECCLES: Generally speaking - (Laughter) I agree 
with Bob. If you can' t decide the basket, I think that is 
the other alternative. 

H.M.JR: We!l, how long will you be at your office 
tbi a evening? 

WR. ECCLES: Until seven. 

H.W.JR: If I could - I am at a disadvantage. - if I 
could go into a huddle with my own people, then u ther Bell 
or I call you a iittle later - I will t ry zq beat to settle 
thia this afternoon. 

WR. ECCLES: ill right. 

H.M.JR: Could you stay around in Bell'a room and wait 
a little bit? 

YR. ROUSE: I will be glad to. 

• . -
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HPllo . 

Hello , Mr. Secr~tory . 

Y~e , Mr. Schenck . 

~r oouree, 1 t ' e All rlbht. 

3-?od. . 

•"hen do :r>'J want 'llm? 

~h , I want hi~ today but what ' e rpaeonsble? 

'llell , I don ' t thlM thllt he c11n ;;et :her~ today 
but h w sbou t tomo rrow? 

Tomorr ow would be wonderful . 

I b~g your pardon? 

~o~orrow would be wonderful . 

'liell , I ' ll see to it that he cl~Pee his th1nge up 
ae tsst aE he cAn and 6Pts there and reoorts :o 
you . ... 

. -Ie he c~~~6 t~ me tomorrow - can he get n~rP ---
to:n~ rr!>W 1lr>r n!ng? 

.fell , I don ' : kn"w 1r he can t!'l•re , but I ' ll : r y !t. 

It 'le n•eds an] ilel o on a seat on ll olsne, we ' ll g•t 
1 t tor nim. 

Fine . 

L•t hlm call uo GAmbl e . H~ ' ll get him s sest on the 
pl ane. 

All right. I 111 do thll t . 

'i•ll , I so:>'Or eciate that v~ry mu ch. 

Yee, Well , :~~u know how ! ft•l obo~ · t~e whole thing 
o~d esoec1ally •1nce you callPd ~! f or 1: .... 
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1\'Pll , J., •. 

I ~.,urecla te a grt>a t deal ••ha t you did , you kno w. 

'II ell , 1 t he l ps. 

All r1£ht , si r . I ' ll ~et hlm ~ver then sno you give 
h1'11 a f e•• mlnutos e? he c~n tlllk t ? y ')U . 

To mo :-ro "". 

Yes. 

"'n, def'lr.i tel y . 

.Ul right, sir. 

'!'honk yw. . 

Good bye. 

G?od bye. 
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liR. BELL: Can I read the bankers ' recommendations on 
just the interim financing? (Copy of Memorandum of .berican 
Bankers Association attached. ) 

B.li.JR: I wiah 70u would. 

liR. BELL: Thia wae the question, "Should a limitation 
on bank and other subscriptions be eatabliehed on the 
iuguat 1 iaaue; should subscriptions of $100,000 be allotted 
in full with 100 percent down pa1Jilent required; should thia 
offering be open onl7 to banke?" 

-re reoaamend that 3 billion of .new 7/8% l-7ear Certifi­
cate• of Indebtedness be iasued to take up the certificate• 
aaturing !uguat 1, 19'3 and to proTide one and one-hal! bil­
lion new aone7. We auggeat that holder• of aaturing certifi­
catll"--

H.li.JR: What did the7 eay? 

liR. BELL: Three billion dollara, which would be a 
billion and a half new mone7. -we auggeat that holders of 
maturing certificates be permitted to exchange thaa for 
the new onea. 

"!nawerinf 7our question, we auggeat that bank aub­
soriptiona be imited to lOQ% of oapital funds or 5% of 
deposita, whicheTer ia higber, aa shown by the last published 
figures, except that bank aubaoriptions up to $100,000 be 
allotted in full. !s to aubacribera other than banka, we 
think aubaoriptiona o! $100,000 should be allotted in full 
and down paJW.ent of 100% be required and that abon $100,000 
10% be,equired. Subscriptions ahould not be liaited to 
banh. 

, 
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H.W. JR: Well, look, let's go along point by point 
Wy own epinion is that i t should be- when I say my own' 
opinion - I think it should be limited to the banks. 

KR. BELL: You think it should? 

B.W. JR: I do. 

WR. BELL: I don ' t han ae much objection to it u I 
did. I wu oppoeed to the other one, and I think that 
the fact that you are going to announce the basket about 
the same time or in a day or two takes that curse off of 
a banking issue only. I wouldn ' t feel badly if it went 
to banks only, although I waa opposed to it etrenuously 
before. 

H.W.JR: Let's each one say what he thinks. Don't 
aa1, "I agree with Chainaan Ecolee . " Either have a mind 
of your own, or you are of ·no use around here . (Laughter) 

YR. LINDOW: I think i t ie better to let everybody 
c~e in , I think the public effect ie better than to 
have an offering at thie time solely confined to banks. 

Now, after the drive I think it might be al l ri~t 
to have an offering confined to banks, that is, within 
two or three weeks; but I think it may be mi sinterpreted 
and that the Treasury ma1 be criti cized. I don't eee eny 
particular gain in trling it, 

H.W. JR: .tll right, Heney? 

YR. WURPBY: Ie it penaiaaible for me to agree with 
Lindow? He ia different from Chairman Eccles. (Laughter) 
I go along with him. I think it might be unfortunatel{ 
interpret ed. I think the public is - after t he anphaa a 
we have had on trying to reduce bank eubacriptione, I 
doubt if an offering eoltly to banks would be correctlf 
interpreted, .tfter the drive, yea, but I prefer it not 
now. 

B.ll. JR: Say it again. 
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lo!R. WRPBY: You will notice .llr. Chail'lllan, that 
the bankers themselves-- ( Lau~ter) 

H.M.JR: Pardon me - .llr. Chairman? (Laughter) 

(Mrs. KlotE entered the conference,) 

MR. WRPIIY: You will notice the bankers themselves, 
who would be the principal beneficiaries in an offering 
directed eo!el7 to banke, are afraid of the ps7chological 
effect, and that their official committee has recommended 
to fOU that thef should not be singled out . Tbef feel 
that the ps7chological effect would be unfortunate. I 
am inclined to believe the7 are the best judges. There 
1a nothing wrong with it mechancially or intrinsicallf; 
it is just that I don't think it would strike the public 
right , 

YR. BELL: I think it would need explaining, too, 

WR. HAAS: You would have to sa7 that t he banks are 
not goin~ to be in the drive, and tr1 to hook it up. It 
would br1ng up the question--

WR. liURPHY: in offering to the people of the United 
States does not have to he explained, but an offeri~g 
just to the banks will. It seems to me that the thing 
that should be done would be the thing that requires 7 tla t 
doean't have to be explained awaf, rather than the thing 
that baa t o be explained awa7. 

H.M. JR: ill right, Yr. Piser . (Laughter) 

Now, Doctor Goldenweiser, what have fOU got to sa)'? 
(Laughter) 

MR. IIAAS: I think that before 7ou do a job sol~l{ 
for banks fOU must have first done a real job on in~1v duals . 
Then I think it will go ahead all right. that I thlnk is 
a perfeotly safe thing to do ia the thing I su~ested, keep 
the t wo and a half and take the bankers' suggest1on - the 
whole thing, except the three billion- cut it down. !nd I 
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think it leaves TOU open - 7ou undoubtedlT will put the 
seven-eighths in the basket. 

H.W.JR: Yes. 

WR. HAAS: Everybodf is recommending that except 
this - I mean - I won' t mention it. (Laughter~ 

H.W.JR: I am just doing one thing at a time . It 
haa been crowded hera. So much for this for the minute. 

30J 

KR. TICKTON: The onlT reason that you would han it 
for banks is the assumption that you are going to sell an 
important portion of this to non-banka and take it away 
from the drive. Thera ie no evidence ~hat a verT im~ortant 
volume of these certificates gets sold to non-banks lD a 
two-day offer ing. 

!leo, I gather f rom having listened to these salesmen 
for a little bit t hi s aft ernoon, and after talking about 
quotas that ae soon as the idea gets around that there are 
going to be very lar~e quot as in September, your corporations 
will want the public1ty of coming in on the dri ve and will 
not ehow up for a seven-eighths-percent certificate the let 
of !uguat . So the advantage that might otherwise seem a 
large one, really will be discounted by the activities of 
theae salesman who are amazed at the size of the quotaa and 
are going to be telling everybodf, "Soya, wait for September. • 

TheT discussed a few minutes ago how the pay- roll 
aavinga drive ia getting in the way of September. Tbe7 
think that ia bad. There shouldn't be anything to take 
off of September. I think they will gat that around. 

H.M.JR: Pay- roll savings is bad; I will agree with 
that . 

MR. TICKTON: There wee a union statement on Sunda7. 
The1 said tha t that waa going to get in the way of the 
drive, But thaT are ao bowled over b7 the size of the 
figures that they will get the word around pretty soon, • 
"Please eave TOUr subscriptions for the Septaaber drive, 
I think that will prevent, in some important cases, aD1 
subscription for certificates in ! uguat . 

Regraded Unclassified



- 5 -

H,Y,JR: Now wait a ainute, The conaeniUa here ia -
plua this report from the Bankers which I just got now -
that we should have the billion aix; it ahould be turned 
over. 

MR. BELL: Exchanged , 

H.K.JR: We agree on that? 

KR. WRPHY: Check , 

MR. WS: I do, 

llR. LINDOW: Yes. 

l&R. TICKTON: That is all right . 

H.W.JR: Then my own feeling is that we make it 
nine hundred million for cash. If we make it, how much 
would you have? Let's call it a billion. Why don't we 
call it a billion cash? 

KR. BELL: I t would be two billion six. That ia 
what you would get out of it really. 

H.K.JR: Say a billion~sh; if you had that, how 
much would you have? --

MR. BI!LL: We would go into Septaber with a little 
our three billion dollars. 

H.K. JR: Ia that all r ight ? 

KR, BELL: Yes, that will last us. But in the next 
period - in the cash estimates there is an increase of 
five hundred million in the November certificate, I 
don ' t know whether we can inoreaee the certificate of five 
hundred million any aore the way they subscribe for it . 

H.K.JR: Wby not -let's say we will offer thSR the 
righh, That ia simple, ian't it? They just exchange 
the billion aix for--
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WR. BlAS: !hat giTea the banka a break because 
moat of them are now held b7 b&nk1, and the7' juat turn 
over. 

H.K. JR: Then we are going to offer a billion dollara 
mora for caah. Ia that right? 

WR. BELL: Yea. 

B.K. JR: A billion dollaraY 

WR. BELL: That ia all r ight. 

B.W. JR: A billion dollars tor caah, all right? 

KR. BELL: Yea. 

WR. MURPHY: Or a billion and a halt, it doesn 't 
matter. 

H.M.JR: That extra half a billion dollars may look 
awtull7 good in September . 

KR. MURPHY: Could I raiae a queation? Mr. Bell 
apeaka of going into September wi t h three billion . lbat 
I am thinking of is the working balance on the 15th. I 
have the theorr - which aay not be a good one - that 
eTen iaaedi atel7 upon the eTe of the receipt of the large 
amount of money we ought to keep a more or leas appreciable 
working balance. 

B.K.JR: The driTe opena on the 9th - don't we begin-­

KR. BELL: We don ' t get any money until the 15th, 
but the three billion thref will be ample to carry us 
through the 15th. I haTeD t f i gured just what it will be, 
but we ought to apend possibly two ana a half billion up 
to that date, and we will begin to get taxes along about 
the lOth. Your taxea will come in heaTy between the lOth 
and the 20th. 

H.W.JR: Are JOU satiafied? 

302 

• . . 

Regraded Unclassified



- 7 -

KR. BELL: Yea, I .. satisfied. It wouldn't worry 
me all7 it we had to borrow a little at t.hat point. 

H.Y. JR: I mean, half a billion dollars may not sound 
eo important here; but if we are going to need it for the 
dr ive, I would rather--

YR. HAAS: You want thie to go over with a bang 
preceding the drive. 

B.W . JR: Let's keep it to a billion dollars, a 
billion dollars of certificates for cash, everybodf can 
subscribe. 

KR. BELL: Open to. nerybodf'l 

H.W.JR: Open to everybodf~ 

(Group indicated affirmatively.) 

H.W.JR: Why give any preferred allotment? 

YR. BELL: I would rather not make any preferred 
allotment - ten percent downpayment on all. 

B.M.JR: I would make it--

YR. BELL: If you are going to give any preferred 
allotment I would like to reduce the hundred thousand 
to fifty ihouaand, and I would like to uae our old wordinf 
of "preferred allotment,• rather than "allotaent in full. 

H.W. JR: No, I wouldn't give ant preferred allotment. 

YR. JruRPHY: One difficulty with a billion is that 
the allotment for general allotment le liable to be zero; 
that is, preferred allotment may take up the whole billion. 
It will look kind of foolieh. 

H.M.JR: No preferred allotment'? 

KR. MURPHY: At a billion I think you are more or 
leas foroed to abandon it baeauee there ia an important 
document for it - you are squeezed out of it . 
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H.W.JR: You are taking care of the banks that have 
already aubaoribed. If the fellow wanta to get something 
he can go out and buy a few rights, can't he? 

lo!R . BELL: Yea. 

H.M.JR: Wy inclination ie for no preferred allotment• 
and t wenty-five percent down. 

WR. BELL: Twenty-five? I had ten. Twenty-five 
percent on down pa)'lllent? 

H.W.JR: Yes, si r . 

YR. BELL: The trouble with that ie you have to 
refund a lot of 11oney it the allobaenh are less than 
twenty-five percent. 

lo!R. WURPHY: One purely psychological difficulty 
with it, it seems to me, ie tha t the allotment - the down 
payment ia eo amall this time ; and to put it frrun way 
down here (indicatin&) to way up here (indicating) sort 
of looks aa if you are--

H.M. JR: Ten percent - I will go along with ten 
percent. How are you going to let banks subscribe, 
uae this formula of the banker•? 

WR. BELL: The bankers suggest a hundred percent of 
capital funds or five percent of deposita, whichever ia 
higher, I take it the Board liked that. That deposita 
means total deposita, I teke it, including the war loan 
and including inter-bank. 

WR. JruRPHY: And capital funds includes undivided 
profits . 

H.W. JR: How much would we gat under that? 

WR. BELL: A hundred percent would give you about 
tight billion. 
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MR. ll11RPHY: We figure the depo1it1 were about a 
hundred million and the capital funda aeven billion, 
about, 10 you f et f ive bill ion on one ba1is and seven on 
the other. Bu each bank can elect to take the higher of 
the two bani, 10 your total permiaaible aubscript.ion1 
would be seven and a halt to eight billion wi th only a 
billion of new ca1h. That ie a pretty loose-fitting 
garment. 

MR. BBLL: It would be 1ann bere between seven and 
fi ve. 

.I.IR. MURPHY: They would have to be a bit higher than 
seven, because t hey have the choice of the two bases. In 
one it is aeven becauee capital surplus and undivided 
profit1 will be about seven . 

WR. BELL: Thie certainly would be ample for the 
amount of money. 

llR. WRPHY: Of oourse, you won' t get tha t many eub­
scriptionl; but if everybody subscribed their limit, you 
could get oetween eeven and eight billione. 

MR. HAAS: Tba t i a juet for the banks alone, too • 

.I.IR. MURPHY: That is right, and only a billion to go 
for, so you are all right . 

KR. BELL: If you are going to open it to the public, 
it wouldn ' t do any harm to take a billion and a half. 

H.K.JR: A bi llion is plenty. 

KR. BELL: From the standpoint of the cash I ~ 
it is. Fran the atandpoint of allotting and aubacrlblng--

H.W.JR: Well, it will be eleven hundred million . 

I think what I am r ing to do so we don't get t~s 
thing - last time we le s omething get through our f~ngera . 
I am going t o aak Kr. Bell and his staff to writ e this 
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thing up tonight. We will meet here again at nine o'clock 
tomorrow. ETer,rbodf aleep on it and get a chance - we 
will review the thing agaln at nine toaorrow. It it ia 
all right, we oan give it out by ten o'clock. 

(Mr. Rpuee entered the oonferenoe.) 

H.K. JR: Do you think that ie all right? 

30o 

KR. BELL: Yea. I think it crowds ua a little tomorrow • 

H.K. JR: You mean you want to get i t out tonight? 

KR. I!ELL: I did. 

H.M. JR: I won ' t atop you. I am all r ight i f you 
fellows are all right. 

It we got it to you by ten o'clock, could you print 
it and get i t in the mail t omorrow afternoon? 

WR. ROUSE: I believe ao. 

H.K.JR: You might eend than the preli~inariee 
tonight and get ready for final word by ten tomorrow morn­
ing, 

KR. ROUSE: We could do that, Kr. Secretary. They 
could have it put in type for the fona you sent up, which 
we r eceived yesterday - which I recall the banks received -
have that put in type, and any changea you have read¥ 
tonight, and t hen the final thing the first t hing in the 
morning would be all right . 

B.K.JR: As I say it is nobody'e fault but.my own, 
but they rushed me a 1!ttle bit . I want to get 1t i~ 
ahape and then have a fresh look at i t tomorrow morn1ng. 
It le a lot of money. I would feel better about it. 

MR. ROUSE: We can handle i t. 

H,M. JR: Give it for immediate release to the 
newepapera at ten o'clock. 
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l!R. ROUSE : The thing will be very Td daly spread 
promptly over the telephone wires . 

(Kr, Gamble entered the conference, ) 

!LK. JR: I want you to know about this . Rouse 
hasn't heard about it . What we think of doing is - a 
billion eix hundred million dollara' worth of certificates 
come due on August 2, We are offering to present holder• 
the right to subscribe to a new ieeue of the aame amount. 
That ie number one. 

Then, number t wo, we are proposing to offer a billion 
dollars for cash of new certificates, one-year, seven­
eighths, with no preferred allotment to anybody. Everybody 
hae a right - open it to the public , 

MR. BELL: Dollll pa,yment--

H.M,JR: Down payment of ten percent . And then for 

, . 
• 

the banks, five percent of their total deposits or their 
aurplua deposita , either one, whichever ia the higher. 
They can have their choice. They say this roughly makes 
available about eight billion dollars' aorth o! subscriptions. 

MR. ROUSE: From a Reserve Bank standpoint, would you 
~~want us to place - have any ceilings on subscribers other 

than ban.ka? 

B.K. JR: I don ' t think I understand. You mean, do wt 
expect ;you to do policing? 

MR. ROUSE: Yea, to have restrictions on aubacriptiona 
from other than banks . 

H.K.JR: Yea, you make your house rules. 

MR. ROUSE: - We had rulee which Dan baa there that 
;you published about a year and a half ago before the 
advent of war financing . 
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H.K.JR: Look, if it is all right with you fellows 
it is all right with me . ' 

KR. BELL: I ha te to go baok to tboee reetrictiona. 

MR. HAAS: Let ' s try the ten percent fi r st. 

KR. ROUSE: I am willing to try it and see if we baTe 
to do it . 

B.K.JR: What I would do ia this - are you satisfied 
ao far? 

KR. ROUSE: Yea, sir . 

H.K.JR: Are you satisfied? 

MR. GAMBLE: Yes, sir. 

H.M.JR: They wanted three bi llion, but I want to keep 
it down to two billi on eix so we will have th~ with their 
tongues hanging out in Sept~ber. 

If you will adjourn this meeting to your (Bell's) 
roaD and get the thing all fixed up, Mrs. Klotz will put 
it down for nine o' clock taaorrow morning and we will 
have a fresh look at it. 

MR. BELL: You want a formal release tomor row by ten 
or just an informal one? 

H.K.JR: You mean all? 

YR. BELL: Yes . 
H.M.JR: I think just the stuff for Schwarz to give . 

MR. BELL: Then a formal release Thursday morning 
announcing it in the usual way, or would you rather have 
a complete release? 

KR. ROUSE: I would put a little more in than us~al, 
but you mean the aubetance of the terms tomorrow morn1ng 
wi th all the additions Thursday morning - that is fine. 
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KR. BELL: It will probabl{ get a little better plar 
because 1our morning papers wi l oarr1 it , 

H.M. JR: Are rou satisfied on this? 

MR. ROUSE: Yes . It ian•t exactl1 what I suggested, 
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July 20' 1943 
4:15 p.m. 

Re : Request of Se~~&tor Truman regarding 
location of Wa.r Finance headquarters. 

Pre sent : llr. Gamble 
J.frs. Klotz 

H. JL. JR: I got all excited. Senator Truman 
called me up - this is from the sublime to the 
ridiculous - and said he would consider it a great, 
great favor if I would not move the War Finance 
office from Jefferson Cit,y to St. Louis. 

How important is it to you? 

MR. GAMBLE: It is very important. 
ready moved it, as a matter of fact. 

H.U. JR: You already moved it? 

'lie have al-

UR. GIWBLE: But we can keep a district office -
as a result of his interest we can keep an office in 
Jefferson Ci t,y. We have already rented the space in 
St. Louis. 

H.V. JR: Have you given up the other? 

:wn. G!1LBLE: I don 1 t know that we have given up 
the other space, but even if we have we can maintain 
a district office. 

H. K. JR: I wouldn't do it if it is--

1LR. GAMBLE: It is very impractical . I will tell 
you wnat happened. There was a little bit of a political 
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situation. Our man located thia office in Jefferson 
City,with the story they didn't want to be in either 
Kansas City or St . Louis. It is ridiculous, with St. 
Louis one of the financial centers of the country, not 
having State headquarters there . But Ur. Head i s 
chairman, and we moved the- -

H. M.JR: I will send him a telegram. Say, "Have 
looked into the question that you telephoned me about 
and find that the decision had alreadf been made to 
move the State headquarter s of War Finance to st. Louis. 
I find that this is in the interest of efficiency and 
econo~. Kindest regards." 
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'lJ.!Jr : 

F: 

!l!Ur: 

F: 

'!l~Jr : 

l!l~Jr : 

!' : 

Jul;r 20, 1943 
4:15 p . "t . 

~ell Mr. Smi!h th1e , that h~ oh.,uld get tn t ?uch 
Wi th Hr. Bell when he g• e in - we ' ll hAv e a r•l~>aee 
?n - f1Mncing whloh eh?Uld be ty'l e<l t?nlgh t - we 1 re 
hnvlng a meeting at nine o ' olook on it tom~rrow 
morning but I wan t all th~ work d"ne t~n1ght . 

Yt>s , sir. 

~e ehnuld $ee Nr. 3•11 ~· a~ n v~ he co.'lles over 
b•cause I want the th1rg r~>leaeed before :en ? ' cloo~ 
:. , : !"'%"""\ '4". 

All r1 ,;n t , sir. I oer~pl o:ly wlll . 

Have y~u got the t ? 

Yea , elr, I have. 

ThAnk you. 

~"'!nnk y~u. 

318 
'-

Regraded Unclassified



319.....-

25 
JUL201943 

~ l'lllN *" ~ linn, ~., lep'-* 9, 1911), rill 

aS. at nlolac ~ lvcMt _,of_., f,... iallYUMlo \II&' 
.., ul.,. llao fthD4 l.a \ be ~ ... ., of \llo .,.. .. u. 

Je\woa Jul¥ flrt\ ..,cl \lla 1104 of \Ill oalnhr 711r, w vUl 

OJ>_. aW.\ )5 11&111•• of 4ollaro 80r e "- w rill take I.a. 

U h oootlac l<lto • Ullono • 4q \o lflllip ov """" foro .. ao4 
\alee oan of o\ber .... , .. .,.,.... oxpoD4H v ... '11>11 h aoarlr 
•100 a lll1oa a 4&7 • oro \baa ~• wer o oponcllne l &o\ year &\ tblo 

u • •• 

Ia \lie tep\•llor 4r1Yo, w vaa\ \o c o\ lfta 1ad.1Yidl&alo a 

ONllllaa\!Al )>IU'\ or \bo aoaq .. oeoeery \ o _,., oa \ba w.r, 

Solllac tba hac• -aa\ t.a lloll4o oollt4 tor 1a o,... aw p~ 

crM wlll r~~tlliro a oooro 4oton 1a M. oftort \llaa w llau ..,.,. 

oaor\M llotore, Vo vlll bau \1 oeU bo11h \1 .. ,.,.17 ..,,., ..a. 
... -. .... oll114 1a .... ert ... 

'ifo vlll ba .. to p...,..h \boo oale or lloa4o 211 bavo a 4q 

&M ooUoU - AD4 fo llov 11p \llooo oolloU a Uou - troa bo•oo \ o 

bo,..., hoe lNDeb \1 b•ob 1a fa otori oo, M4 r ... 4ook to 4ook 

1a oftleu, Ve aoe( \1>0 ooo}MroUoa of Ill \be people IYII'J• 

,...,.,., foP \o 4o \Ill 3ob '"-"-" w .,.., ao\ oalr '"'•"' \he PAl­
roll .,..,lftlll plaa, llll\ w .,.., oloo ooll •n .!!!£! lloD4o .,.., 

'PI¥ 4&7 \1 •r• people, 

Dvlac \1>0 lao\ ou ... u.. of t hlo ooJ.•dM r•·· wo aua\ 

ooll 801'1 \baa \vloo • • ....... 1a llondo \o 1a41Yl-lo ao vo 414 

1a \lui tl.ro\ of \Ill ,....,, Aoklllotl for \vloe • • •• _., t .... 
1aUYt4-lo M:f loolr at \booacb W &ro oo\UDI an iaj)OIIlblo 

taok, "' 1\ h po .. tllle, !be ...,..J.ac• or 1841•14-..lo 4vlac 

\bft 1&8\ llal f at \tlo 7MI rill M alloll\ • 12 li11Ueu aad \Ill 

a..Udle •""'«• t.roa \booe _...a,o of iallY~I wlll Ill 

aka\ I<) \Ul\oao, 111 are l!'llftll at\or \bo « .... \er por~laa of 

\baoo -lac• lle-oo u h •-•a&ry tor ,.. \o r,o\ \llh .. ,.... 

el\lwt1' ~ lloD4o or -·· ao\ oalr \o t laaaoe \be .,..., 

llll\ aloo \1 J>Pe\ao\ -ooJ.•oo ......,., latla\l.aaai'J 1Poa4lac. 

Oae of \bo uta .....,...11 for ooll lllc lloa4o \o oalar1D4 

•plo'"" 11114 ...,, e.....,.,., 11 \brov.n '"- r...,_rou ""1"'' , 
.,,, .. , -'' \bo pr•-t '""'• 27 ,000,000 -.plOT"' AI onl'llllell 

In1t1aled copy to Thompson . 
copy ot ltr and enclosure 
1n diary, 

•• • 

Regraded Unclassified



-2-

••' aa4 1aobao\f7 AN pw"obaobc tllal aUUo11o ot -.. Sa• lac• 
h D4o a 11011\A \ llro'QC!l t be po~t-Nll oa'l'iftc o pl&a. OUr uv o'bJoo. 
\11'1 1o w U.oaoa tllio w t6oo aUUoao a aoll\ll. 

Cl'I'Ulaa •P~T•• ot \1M Je4ol'tol o,.,_, are uw ~..rr.­
bc appJ"Oalaa\~ ' 35 a UUoao a aoa\A \Arnell tbe pq-nU -~ 
117•'-• 'IIIlo .... u\ laol.U '-" pv41ba .. o 'b7 o.pl q11o ot u. 
pen otfl111 ,......,.._.., tho -\1'7 llooa••• tllq be'l'o aot •• 78, 
laotall e4 \1M pap.ftll allo\aoat aotloo4. llo,.... ... , I • lato .... 
\be\ J'ft lla•• appre1'e4 U.. laotalla\loa ot tbe P"''-nll MYbco 
pl• la \lao pe~ otfl"' a\ V.ehl~~&toa. D, 0 . An4 l&ltlaore wUia 
tbe .__, ..... ...., u.at u u """" -•oN lD ope ... u •• u 
wlll llo •'-'-' \o oU III' po ot otfloeo. 

~ '11M pvpoM at tllio lo\\111' 1o '- •• lt 7 .. Wl&l4 llo &1004 
...... w relean a otat .. n\ la \be ....., tutvo ooaoerabc tho 
Vaoblac\ea, p, o. aa4 lal tlaero laotallaU oao, &114 U..\ TO& woul4 
0011114111' u\eno1oa ot tlla plu t.o pool ottlc oo lD o ther cl Uoo • • 
rapUS, ao poa •l'il e. la \lah ooaaoo\loa. 1 oa •Gloebc t or T<IV 
00&1'1111•\ relorenoo a 001>7 ot a lo\ur recod l7 .-oe4 to ao 
b7 tl\o Preol4•t .,lnc \!Ia\ 1 \Ao pq- roll ' "'"'"'' plu 1 o \be 
s roa\oo\ 11QCll tao\ol' w 1\0V MYI l D prououa~: ourool1'1o aplao\ 
1Dtla\1oD&I7 ~ea41~.· ln an oor l lor l o\\or, \be Pr oa14eD\ oaJ4 
\1\a\ 1 'ftlo wllolollo..rto4 oupport ot \ 1\o 'I'Ol 1111\aJ7 l)fwt en of pq-roll 
o&TiDCI 'b7 • plot•l ot tho Jo<loral Oo ... rm~ont v111 linn a 1101\ 
o\1<>ula\111C otfoc\ on O\LI' ool<ll ero , t1111lo r o, an4 Qt.rlneo , • • w~ 
ao \1\o a l ll1onw of var wortoro 1n pr \Ynt o ln4uo trtt ~~11• our 
l n4lttor•• • oerlouol¥ atfeo\o t ho IUl>ptr \ ol· tbooo w!lo l ook \o 
Ul fOl' j~UlilNIOio 1 l/be J'l'ool411l\ \ ben nd4e4 \ ha\ ' lt voul4 ple&ll •• ••1'7 n ola lt tho ocplotoo• of \1\o federal Govel'llllell\ Mc~lllc! 
l ...t tho ..., lD \ he do1'flo;wton\ ot a l)fo\ ,..a\lc a o\hoil o$ ouo­
talno4 1&1'111&0 \AroiiC)I tho pay-roll ollo\ment plan.• 

1a t11a a'b llllOO of a l tnMIIl pq-roll 11\Y li>CI plaa lD \be 
poe\ otflooo. 1 would approoiAto 1 t U' )'au volllcl. 4e oll!ftAte o0<1 .. 
ono to oonflll' vUb kr , J. r . lltu-tol\ , Chl\l l'llliD ot tho lntonl.~t­
a 101\al v..- 11&•1111• J,on4 0...1\ho v l th a Ylev \ o oU•nlaUoc caoh 
ealoo of war :Jon4o to Pootal -.plOTIIO duri.Jii: tho fh!Jod liAr LoAD 
Drl••• 

1 bepo 1o• wlll i!l1'1 \1\1 < aattor your peroow OOJ>ol4oraUan. 

Sl c oorolJ 1ouro, 

Gilts ') a. M 1 'ba, J1 

-•\&1'7 of \be ,...,.0\LI'f 
Koaoralll o hallie O, Valkor 
Po otoaotor o.•al ot tbe U. 1. 
Waeblnctoa. u. o. 

EllGlo ov.ro 
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:~ dear l-~r. Secretary: 

THE WHITE H OUSE 

WASHI NGTON 

JUDo 24, 1943. 

i'brough 70u , aa :>ecrot aey of t ho 'lroa1NJ'7, I """' t o coacratula\0 
tte Al:ler1can pooJ)lA on the w~q 1J> wh1ch the)' ban oupport..S the 1'0lllll· 
tftt~ ,~11 OftY1nr.- pl&n, 

I "" prou~ of t btl !e<:t t bft\ 27,000,000 pl\tr1otic .Aalortcono are 

regulfttl;· 1nYoot1~ 100re thAD $420,000,000 a oonth t o help PI¥ tbo 
coot o! \bo WI\!', ADd oinco all o! t bia oone7 c011eo !ron w~a ODd 

oalrrioo - no" r l,y 90 percent !ron people ol\rDl n& lou t h., ~.ooo, 

end the bull< o! 1\ !roa U:.oao workiDg 1n war planto -- I do cot boa t­
tate to 11q thAt the p-rroli IDYiDI!:I plOD b tho groatnt lingle 
f~ctor wo now baYo 1n proteet1ne ouraolYoo ~alcat 1n!lat1onar,y 

oponding, 

'lbia 1o a groat roeor4, bot h !roa tbo ahod:)>olnt o! cutblng 

1J>!laU on and !roa the ohodpolnt ' o! !lDODclng tbo Vftt, llowonr, 

I hoartll7 ancloroe 70ur prooant drl'fe to lJOprDYI t hat record, and 
I euoe U .,,, be Ulprond 1t we Rro t o koop !)a<: I w1 t h t ho 

1nc roao1~~~: dnando o! t he war. 

I t herefore Join ;you 1D cllll1111( upon tbo JoDertca~~ people - and. 

upon labor and ~on\ pnrticularl,y - to do otUl aoro , .t.d41· 

t1onal people ohould be con•tncod o! tho neceaol t 7 o! pertl clpattn«. 

l.'Yof70DI now on tbe PIJ'rD ll oartar.a plM allould nater1all7 iDcroaoo 
tho aaount o! bondo he h bu;rl.D,«. "tlo or\gli>GllT ulcod !or 10 porcant, 

but nov ve neod conddorftbl;y aoro. 

I hnpe enr;y Aacrlcrn on " piJ'roll will !1F• cut !or bimael! 

tba extant to whi ch he can Cllrtall bia apen41~, and vlll put anf7 
dollar ot ad41 Uonal I &'fl..,; t lma aa.da lllt o tho pqroll o&rtll&l J)lftc. 

Zbe HoD.ora'ble. 

321 
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TO' 

F'ROMI 

TREASURY DEPARTMENT 

INnR OFFICE COMMUNICATION 

DATE 

July 20, 19/.J 

I a11 a~tuoh1.1(, n cop;• of bhe ""'tori~l included in the 
pro.totion built t•round the lutt(;t·:; from tJ\'J Chi1·f J\1atlce &nd 
t1- ... ~01"0 or t..~O In t:t; rn.nl .\GVC:lUO ':'C.Xt\tion t.:ortr'itttlc . 

1 . ':'to f\111-pt.t.c n~.7s. :.. .. •'- r """" ... o..,c h r ,,! .h t::e l <1J:l li."''e. 
o. !up !..ad;_ on .• t.!"~ & nt ;o ; , X'O nc-nr ........ rs , .·i th o. 
r ... ~·.,cs~ ~:. :Usct· ..... :.11 ... . e.:tl r:u "' t. t. .. t.:-:o ve:-:, ;."irst 
J:tllbl _ '.lr'~l":'; • 

.... . -5:>, ::>00 .;or1'5: of th-. a ... i.&ohc..d. y v:. .. c r \io'6ru m :.led 
l"r .om O:hiwc.,:o t.; cvt..r.,. .i)lunt on t!.v 7iokton list . 
J.ddi tional co~iCIO ~t·.JrtJ •~nt to u~ch SUI. tt .L•~n!.:-.tra tor 
tor a ~Uc'ttle~n~t!"': ,ji_ ~r'~t•t; .. wn in !'11~ $-rote . 

:r.' t.hr~e-collU'Vl :nt r uluu.o o: cu...::'t lo .. tor r.'Uc r.e.ih·d 
to o.puroximtol y 25.>0 oO~T}U.-.n!f !'''bli.;.utiu:l~ ':l_ 50 
Lu • or p,·c:: ~ pt.. _>a~·c . 

, • .."'. r.ot!uu~ions of Ot4\lh lt :.l.;f.r • .. ru t nt to c...pro;o.;. nt~;ly 
;J, QO~) plont:: thro .,.:hou t t'hJ uuu:ntr~; .t:,.o.nc t~w ':ic~:ton 
list . 
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To Newspap8r Advertlsinc MMapr s 
Here Is • lnlpotUnt mesup --'*• the 

P•yroll S.vlncs ....._It wt1 obbln • --..~y hlch 
,...dershlp beauM It wtl be of lnta est to every 
Amerlun. We succest that you Insert It I• the 
ear11est convenient Issue as a repl-ment for •nother 
advertisement In your War Bond advertllllnc sdleclule. 

War •1nance Division 
U. S. Tr~sury Department 

/J . 
* • • • • * * * * * * * * • * • • • • 

TO THE AMERICAN PEOPLE 
* 

SUBJECT : A RECOMMENDATION ... 

• 

_,_c- ·--

FIGURE IT OUT i 
- IOOST YOUR IOND • 

~-. ........ tilo:::•h-, ... ~. ....,. 

............. ,....~­....,._.,._._..._ ----------­........... c-s..-Ao6w .. "' ........................ ......... 
-~--....... .._ 

IUYING THROUGH THI PAYROLL SAVINGS PLAN -

SPONSOU NAMIS HIU 

• * * • * • • • * * • • • • * • * * • Regraded Unclassified



To Newspap8r Advertlslnc Manaaw• .._Is-· lilniiDI'tait _, .... CD9CII I I tile 
P~JYroll Savlnp "-a, It w11 obb1n • '""¥..,. lllsh 
reaclenhlp .....__ It wll be of ...... at to every 
American. We sucs .. t that you lnart It le the 
urtleat convenient 1•- as a replac1ment for another 
advenlaement In your War Bond aclverthing scheclule, 

War Finance Division 
U. S. Treaaury Department 

* * * * * * * * * * * * * * * * • • * 

TO THE AMERICAN PEOPLE 
* 

SUBJE CT : A RECOMMENDATION ••• 

-· -~- ---

-.... ..... ~· ... ::=·""· ... (, . ......, 

aUT lNG THRO UGH THI PAYROLL SAVINGS PLAN -

IPONSORS NAMU HIRI 

* • * • • * * * * * * • * * * * * * • • Regraded Unclassified
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To Newspaper Advertising Managers: 
Here Is 1111 lmPGf'bnt message concemlnc the 

Payroll Savings Plan. It wiU obtain an unusually hlcft 
readership because It will be of Interest to every 
American. We succest that you insert it In the 
eadlest convenient Issue as a replacement for ano~her 
advertisement In your War Bond advertising schedule. 

War Finance Division 
U. S. Treasury Department 

* * * * ·* * * *· * * * * * * * * * * * * 

TO THE AMERICAN PEOPLE 
SUBJECT: A RECOMMENDATION •• 

-~·· -- --·-· 
~<tl----E.,::."7· • ..... ~ 
-··......-:-~-,.._...~ . ...... ..- ------...... -- .. __.,....-- ,_. _.....'" 4-­...- .... ~ ----:--­....... .....,_.....,:::........... .... .... -.... .,..,.,., ..... .,.,..- .--.,. .......... ___ ..... -.. :;:... ....... -: .. ...... -;:::: .. - _.,.,. ---...-- ..-- ·-
-·----~--- --.. 

FIGURE IT OUT/t 
- 1001J T~ IOte 

... ... ~ 
....... ho.-. ... .. 

-.... ..... ....., ....... .....,_ ·---·----- """-~ ............. -..... --............ --... ..... .._ . .......__.......... --...... ""-............... --...................... ... -............... -...,.... ......... ::-, ... ..._ . ....................... _ ...... ........ ·--........... -~ .............. ..... .........,.,_ ~ ............ ........ ..._, .............. -......... __ ................ · --............. -........... :---·~ ....... ---..___ .... ~ 
....... ................... . ............. _ ........... ,.,. ....... -...... .............................. .......... ... ....... .. ._. 

SPONSORS NAMIS HIRI 
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* * * * * * * * * * * * * * * * * * * 

TO THE AMERICAN PEOPLE 

--" ... .. -·~ ......... . 
-~ 

SUBJECT: 

Of l ll£ \1. s. 
1usliC£ 

•.OUl -~ ..... ~ ____ .... .. ~ 

A RECOMMENDATION ... 

11. s. 

·"'""'" ..... t ,., .. J••l•• r-.. -~~ ..... •·• 
t 111,...,..,t Kotu•n• l 'nlll .. •• "'-

•'-••-.................... , .. ' s,.,., .... ........ , .... -.....~ .... """"" ''· '•••l.-.. llf'l'•· """' ll•+IWoil.lkM••"' ........... 11_,,.., ..... "-'-.. 

-·-.. ;;;:.;, ... -..... -.... _ 

_,..,._N.I ..... ,,._ . ., ··­_,.._..,~,·- "~~ .. ., ........ 

...!!~.~~ ~o~! ~~~OJ! ~(,HE PAYROLL SAV INGS PLAN -
* * * * * * * * * * * * * * * * * * * 
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TO 

326 
T REASURY DEPART M ENT 

INTER OFFICE COMMUNICATION 

OATO: July 20 ' 19~ 3 

Secre tary Morgenthau 

Mr. Paul 

For your information, on July 1~, 19~3 . Mr. Colin Stam, 
Chief or Starr or the Joint Committee on Internal Revenue 
Taxation, submitted three formal requests t o obtain data 
under the addi t ional power s which were conrerred upon him 
by the Revenue Act or 1942,(5eotion 5012 or the Internal 
Revenue Code .) The requeat e are ae tollowe: 

1, Within five days from July 14 , 1~3 furni sh "Any 
suggested alternative plane already pr epared by the Treaaury 
Department in 1943 tor raiaing additional revenue or combat­
ing i nflation, together with accompanying schedules.• 

2 . Within aeven daya rroa July 14 , 1943 rurnieh tor 
the calendar year 1943 a aeries or detailed eetimatee r elat­
ing to the number of returna, income tax base, and tax yield 
ot the individual income taJt, corporati on income tax, declared 
value excess profits tax, and the capital etook t ax, distributed 
by income classes, 

3 . Within r i ve days rrom July 14, 19~3 f urnish for the 
calendar years 194o, 1941 and 1942, a aeries or detailed data 
relating t o the number of returns, tax baae, and tax t or the 
individual income tax, corporation income tax, declared value 
exoeee profits tax, the excess profits tax, and capital stook 
tax, distributed by income claeeea, 

The a t tached copy ~r the letter to Mr. Stam wae cleared 
w1th Under Secretary Bell and indicates the material which I 
am forwarding to him i n compliance with his first request. 

So rar as practicable, the data tor t he two remaining 
requests are being prepared and will be submitted as soon .. ... , ... ...... ~ 
Attachment 

Regraded Unclassified
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Dtar Ill', Sh111 

In accordance with your requeat of Ju.ly 14, 1943, 
addreeeed to Yr. Paul, I am encloainc material t hat ia 
being etu4iad br the Treaeury Department reepectlng 
poealble alternatiTt plana for ralaing addit ional reTe­
nut or co2batting inflation. 

Thie material coneiete of (1) two poaa ible cor­
poration aurtax acheduleer (2) four poeaible indiTidual 
inco•• tax eohedu1ear (3) a aerie• of poaaible exciae 
tax ohangee and additionar (4) a poaaible echedule of 
rate inor••••• and exemption deer••••• tor the eatate 
and gift t&XJ (6) memoranda and three tablea COYering 
Tarioua aepecta of a Federal retail aalea tax; and (6) 
three poaelble apendln>a tax achedulea . 

I truat t hat t hla material will be helpful for 
atudy purpoaea br your ataff. In thia Departm.nt the 
material ia at the atudy and diacuaalon ata; e, and doea 
not repreaent a pr ograa officially aponaorec by the 
Treaaury Department. Rather it ia a collection of aome 
of the materiala out of which a revenue pr o&ram miGht 
ultiaately be eonatructed. It doea not coYer all the 
material• that will be releTant elnce the Trea1ury la 
contlnuin& lta intenalYe reaearch ln thla f ield. The 
aaterial ia, of courae, confidential not only aa to 
aource but alao aa to contenta. 

I ahould be greatly obliced lf you could , on your 
part, aupr lt Wr. Paul with whataTer eattsatea and memo­
randa you may haTe prepared on alternatlTt plana for 
raleing additional reTenue. Thie reoiprocal inter­
change of information would expedite the work on the 
forthcoming reTenue act. Aa with the material that 
you baTt requeated, thea• eatlmatea and memoranda would 

sent by ~lessenger from Paul ' s ott lee 
at 5:15 - File retained in Paul'S 
orr1ce - copy or reply 1n Diary . 

• . . 
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bt uaea onlT !or purpottl or etud7 by tht rtttarch 
eta!! ana woula bt kept con!i4tntla1. 

Sinotrtly youre, 

(tii11u...J) ll. ~orgeutl.t&l1 1 Jr. 

Stcretar1 o! t he Trta1ur1. 

Wr. Colin F. Staa 
Joint Committee on Interntl Re~tnut Taxat ion 
Rooa 1SS6, Route ~!ice Build ing 
Wathingt on , D. C. 

£ncloturtt. 

328 
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July 20 , 19lt3 

TO THE PRESIDENT: 

There are attached hereto draft 

of a letter addressed to ae and an 

eaployee ' e withholding exeaption 

certificate, both !or your signature 

and return. in order that we may take 

steps with respect to your salary t o 

coaply with the apolicable provis ions 

of the Current Tax Payaent Act of 1943. 

Pk d ) .. M..-\U1lo Jr. 

DWB:NLE File 1n Diary . 

1>.4. ... . • •• , .> 

329 £--

• . . 

Regraded Unclassified



Deo.r Mr ........ ~, 

la or4or \o o~l7 w1\~ applloablo proY1t1o~• of 

\1\o OVru\ 'fu Pa,lion\ AO\ of 1911) ( .Publlo La w 68-

73\1> Ooac ... oo) , approYo4 """" 9, 194) , I "" Ofloloo1nc 

a ft17 u-\M •plo7eo1 o lll~l41.11c h•p \loD Cor\1-

floa\o for uoo lD ocnmooU oa wl\1> 4 o4-.c\loao froa 01 

aal017 a o Proolt.\, 

I wo1114 \h&Dit 7011 \o Mo41o IU\\Il'o POTO•h of 

01 aalar7 oo a o \o coaplJ w1 \1\ \ bo a'boY .. cl\e4 law. 

'•rT \rulJ f0\11' 0, 

lncloouro 

Boaora"lo flearJ llor jfOD\ba ... J r , 
hcro\arJ 0 r \» !roaOUrJ 
llaobi.Jic\oa, D. C. 

LLCo 11 h r.nt 
7/15/'4) 

330 
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Ja or4Aor \o oaepq vitll a pplloable proY111ou of 

\be Oorree\ Tka P&J~••\ •o\ of 194} (Publ l o Lav 6&-

71tn Oo~~ereu), Appron d Juno 9, 19~3. 1 "" onoloolnc 

a 4oal¥ -ted .. plOJ .. 1 o Vl \blaoldi.JIC h • pU oo Cor\!-

tloato t or uae 1D ooDneoU oa v1\h 4ehcUono troa,... 

rr.:r ealN'J oo 1\0 to coaplJ vtth \llo abovo-o1ted 1av. 

IDoloour• 

Boaar .. ble llearJ llor£e&tba"' Jr. 
leore\ei'J or \lle 'freaeury 
llaolllQC \oD0 II, C, 

LLColllo• Jit 
7/15/4} 

331 
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EMPLOYEE'S WITHHOLDING EXEMPTION CERTIFICATE 332 
(Col1.ctioa of l•eo~~• Tu. at Soa..rce oa. Wac-) 

INamA ------- ,r;;;r;..:.-=:t·----------
IAdclrtA ··--------- U'rt•l..;.- ...,_,- ---------

(I) 0 
(2) 0 
(3) 0 

HID 

WO 

1 dec1are that the entrlet made huetn ..,.. a true and complete 1tat.ement aa of the d&te iDdieated. P\USQ&Dt to the lnW:mal 
~enue Code and the recuJallona liiUed under aotboritJ \NNot.. 

Dat<o ----··-.. ······-·-····-·····• lN.-- _.. (Sipa"'") --- -- ·--- .- ... · . 

• 
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The ptnonal .-umptlon for witl\holdlnl' ll an amount of wace- on which M tax ll witbMld.. The 
eumpUon 1a 1A%1JU tor married pen10D1 Uorin& ~th.er and for h8tb of families than for Jlq:le pei"'Int 
who are fiOt hnda of f tm)Uee or marTiecl perwona I\Ol UYlng t.oa.ther and no\ buds ot famtliet. U a bu.­
band and wlfe U'llng t.ogetber both receive wa.ret, t.heY may divide \be exemption equally, or one may talce 
t.U a.nd the other none, u theY 1.8T'"• An additional ue.mptlon tor c.•rtain depende:nll 11 •llowable to tM 

po1110n l\lt'l'ltahlng tho clllel sopporl. of such dependo.nt .. 
An Employee'• Wltbholdin« E xemption C.rt.Jfteata thaU be 1\Hed In by the emvloyee and tumlahed 

Immediately to each employt.r. In taM of a eban.(r9 In mar1tal or dependency statui, a. new exemption c.er­
tlfteat.o abaU be ftlled \n and fumilhed to the vnployor not. later than 10 day• alt.e:r auc.h change occur., 
Upon cornmen«men~ or ~ange of employment, an utmpUon ce.rt.i&eate abaU be tu.mbhed the now 

e.mplo>•tr on or bet oro tbe date of •uch rm.ployment. 
lf no eUJUpUon certificate ia &.led by tM emplo,.ee with \he emplo)'et, no whhholdlni exemption la 

allowable-~ pdW.l.ld are bnpoM!'Ci for wlll/uUr wpp1Jiat: fa\M or (naudulftat tnfonDAt.loo or for willfu l 

fa1lw-. to • upply lofon:natloo whidl woWcl r'C!CILHle the wltbbolcllq ~.ptkm. 
'R ... .. ---- _.,... ..... ..... , ............ 

.• • 
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Ju}J' 20, 1943. 

lieMrandum to The Prnident: 

Thie la in reference to 7our pencil memorandum 
about Lewia Penwell, Collector ot lnternel Revenue in 
llontana. 

Penwell la not re&arded ae a flrat rank collector 
and we aee no objection to bla dleplacement. Senator 
llurray, in a letter to you dated December 30, ·1942, aug­
geated the appointment of Iver M. Brand)ord of Ronan, 
Montana, to aucceed Penwell. We were lnforoed that the 
National Comalttee a few daya later aent you a memorandum 
to the effect that the7 had no recommendation to make , 
t hat the matter waa up to the Senator• and t hat there 
would be no ob)ect1on on the part of the Committee to 
any action taken. Subaequentl7, however, Frank Walker 
aeked that the matter be held in auepenae. We are now 
informed that Chairaan Walker 1a on hie way out to 
llontana, where he ia to arrive tomorrow, Wednesda7, 
Jul7 21 , and that hia hope le that he may compose the 
difference• between t he Senatora ao that a number of ap­
pointment• a&1 be cleared. Amqroae O' Connell auzgeata 
that nothing be done until we have acme wor8 from Walker. 

(lla ') .. X 1 !' , If, 

Secretary of t he Treeaur7. 

-
333 "' 
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'r. !'red Soli fh • 

'l'bt Beoretuoy. 

! 1111 wr1Ung thU me110 w you oe 'though I had already put 

Ch1ok Gohvara unGer :rou. 
o•er the veek-en4 I r e • d a little l~ulb 1n the pa?ftr ths t 

somebody in the ~wry had ennounoed that the 8'0Al for the 

th11'd war l oan drlft 11 8'01"« to be l i x1een b11U on dollarto 

T don • t know ,_.ore t hoy got i t but I do vlllh the peo !'l t i n the 

'l'reuury ,_.o don't ltnov """t the y 111'1 hll<lnlf about would keel' 

quiet. 

'l'h11 110rning on the finanolal p~ of t he !few Yor k 'l'r1 bunt 

under "ltall Stl'eet l)rtftleelltl" ther~ val a l ang equt b ea)'l~.g t he 

Sept e,bor Drift ~~1ld hP a~t e1xteen billion dollar•• I think 

thh 1 11 col t un .. o J"tuM te ant! I w1ch you would t r aoe do1m where 

the "Sixt een JlllU.on Dolll'r" 1tory OOMI t'ro!lo The ttret 1:11!11 

you aee Be th11 morntrg let M knov. 

I t h i nlt that BohVara ou~t to t C!ll th" boYe th~t the -vnt 

for the BeQt embnr Dr1•e hel not yet be~n se t and When it i t t 

will gi~ out a f orftal etatement o.ar ~,. ovn name. Unttl that 

335 
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THE SECRET A RY 0,. TH [ TREASURY 

WA8NINOTON 

JUL 2 v 1943 

Effective this date, Vr. Cborlea S. Sebwar:, Director 

of Public Relat ions, and Vr. Harold ll.ager, Consulting Expert, 

will perform their official duties under the general super-

viaion of Vr . !'red Smith, Aosietant to tho Secret a ry, to wha:1 they 

will report directly. Order of February 24, 1943, placing those 

aeaignmenta under the general eupervbion of Assistant Secretary 

Oaeton is hereby rescinded. 

Paragraph 2 of Order of April 1, 19431 on the subject of 

speeches or public addresses, providoo that the text of a 

speech or public address !or which clearance haa boon obt atned 

!or delivery shall be submitted before release to Assistant 

Secretary Oaet.on for approval. The text of &l\7 such speech 

or public address before it ia submitted to Vr. C-e.aton !or 

approval ahell first be eubod.ttod to and cleared b,y Vr. Fred Sait h, 

Assistant to the Secretary. 

336,.... 

~· . 
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THE SECAETAAV 0,. TH£ TAEASUAV 

WASHINOTON 

JUL 2 v 1943 

Effective this date, Wr. Charles S. Schwarz, Director 

ot Public Relations, and Wr. fl&rol<l ltager, ConeW.ting Expert, 

will perfom their official duties under tho general. supe.r-

viaion of Wr. !'red smith, Aaaiatant to tho Secreta ry, to whom thy 

will report directly. Order of february 24, l9J,J, placing these 

asaignmenta under the general euporvioion of Assistant Secretary 

Outon 1e hereby rescinded. 

Parasraph 2 of Order ot April 1, 194)1 on tho subject or 

speeches or public addresses, provides that the text of a 

speech or public address for which clearance has beon obtained 

for deli very shal.l be submitted before release to Assistant 

Secretory Gaston for approval. The text ot any such speech 

or public address before it io subal.tted to Wr. C-aston for 

approval abal.l first be aubod.tted to and cleared b1 Wr. !'red Smith, 

Aoeietant to the Secretaey. 

336 ,--
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TREASURY DEPARTMENT 

ro 5eel'ltal7 Wor,ctbau 

F• oM PrieS Sld.tb ~ 

lNTER O FFICE COMMUNICATION 

337 

DAU .A&l7 20, 1943 

Oae .an 'IIIIo doean 't -.nt to at&7 with tbe Bureau ot lcouoaic Wartara 
under the MW eet-<lp lliabt be a good t.Uow tor ua 1 on a dollar a 7'111' 
baa111 to tel<e OTer the projeet ot ltooi•Hud llad1~'11111cb 7Cil ...Uonecl to M aoce) or to help oo the Bua1naaa Group. Be 1e ~o. Be 11 ~· • 
a 1ft Iorlt law)'w, about t'Ut7, Tlr7 Ubwal aod ve patr1ot.1c. Be coul.d 
probabl7 briDC together a cood IJ'OI.IP ot people to iDTeatipte 107 ot ov 
p:rojeeta, He 11 Bob Sherwood'• law7er, 1t I ree&ll oorraot17, eo 7Cil 
could gat a pretty honeat line oo ba troa Sbano<>od. 

I eaw ba the other da71 111111 ba •• "-"'"1 the teet that • the 
fr&UU7 1a abcNt the ool7 Ubwal aod th~ hooaat '"ICD7 or Qovll'l)­
.-rt dep&rtooent that n have latt. • 

Be 11 no c-mlat, aod 1o t act 11 app&r1Dtl7 v.ry weelth)", Be raiaed 
1101t ot the ..me,y to etart lJ! because he telt it wu a • oeaded• 1Mtitllt1oo, 
He baa eioee baeo Tlr7 uobapP7 about lJ! b-•• be teele it haan1t tllltWed 
1te prc.iae, 

It ,..,.. would l.i.ke to tel<e a look at ba1 I could gat b1a &rOWid alaoet 
107 u... 'He locke l.i.ke a tenter, 

.. 

• 
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TREASURY DEPARTMENT 
PAOCUREMENT DIVISION 

WASHINGTON 

.July 20, 1943 

~O!illiD1Jl.! TO THE SECRETARY: 

There is submitted herewith the operating 

report of Lend-Lease purchases for the week 

ended July 17, 1943 . 

,It is anticipated that there will be i n­

creased shipring facilities available in the 

near future , in which event materials now in 

store can be rel eased to the extent space i s 

provided . 

( J7UI ) 

•' • 

Regraded Unclassified



0') 

M 
M 

- 1"" .. -• • 
"~....,., ....... • .. 

Allocations 

Purchase Authorize-
tions (Requisitions) 

Requisitions Cleared 
for Purchase 

Obligations 
(Purchases) 

Deliveries to Foreign 
Governments at U. S. 
Ports* 

LEND'- LEJ.SE 
TREASURY DEPARTIJENT, PROCUREllEIIT DIVISION 

STATEL!ENT OF ALLOCATIOtlS, OBLIGATIOtiS (PURCHASES) AND 
DELIVERIES TO FOREIGII GOVEIOO!ENTS AT U. S. PORTS 

AS OF JULY 14, 1943 
(In ~llions of Dollars ) 

Administrative 
Total U. K. Russia China Ex!!enses 

$3958. 5 $1926.8 $1557 .o $103.4 $10.9 
(3958.5) (1926.8) (1557 .0) ( 103.4) (10.2) 

~2880 .1 
2834.1) 

f l545.7 
1543.1 ) 

$1181.4 
(1140. 2) 

$40.3 
(40.5) 

$2761.9 ~1500 . 8 $1116.2 $40.2 
. (2750.2) (1493 .1 ) (1112 .5) (40.0) 

$2680 .7 $1471.3 $1078.8 $40.0 f6 .6 (2660.4) (1461.0) ( 1070. 7) (40.0) 6.6) 

$1169.0 $817.0 $320.6 $18. 6 
(1160.3) (811.6) (317 .3) (18. 6) 

*Deliveries to fore ign governments at U. s. Ports do not include the 
tonnage that is either i n storage, "in- t ransit" storage, or in the 
port area for which actual receipts have not been received from the 
foreign governments . 

L'.iscellaneous & 
Undistributed 

$360 .4 
(361.1) 

~112 . 7 
110.3) 

$104 . 7 
(104.6) 

~84 .0 
82.1) 

$12 .8 
(12.8) 

Note : Figures in parentheses are those shown on report of July 7, 1943. 
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EXPLANATION CF DIFFERENCE. 

The decrease in China requisitions is a 

result of the cancellation of three requisitions . 
~· .. • 
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UU.WI-'ra• I Dre 1 '•• ,,_.iA,_. 
...... -. hU ..... b..U~~~aftel' * Jail - r 9a • 141 4, 1*' ,_ Des 1 •· Ollblld 

?' 1"1 ,, te tM hps't• b !lltcMft te au\ au liiiiiB 'Se'7 

.., tM sn• n• e1 U.S. auuw 1 ......_ • W! ollluw 

:J. !.u' e,. :..•= _: ~ :1:1:0 ~no:" , ... ~·? ''Q IIIL:'IIII --.2 r.- Sa Fl'alllll lllrU\ Atli.M. u.s. 
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a- •• I .. 1.,_ tla r~ ~ taww lloilt'lc• ..u...,....,.. .,_ snaU•• 1' ~~~~:~er ~ sws••ITl. 
au DIS 1 7 Ia uw' n,. •• t1ae , ...,. AfJol.- .n-Ul 
art? IMacte+ '••UJ I \l-tlaTtilt~-­
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n -.¥ lla I 5 I 1 ld 11 701' -w ... • C'fUud a'bou\ 
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ftc a I Sk::J7 ut ...... 

... , .. 

·-J '~ ;puuzw, 
Gill I) .. • 5 'he, J•. 

&,II 8WJdy 5 :15 
File copies ret . to Wmute • 
Copy of ltr. and enclosure 
in Diary . 
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R1> : j 11 : 90• R·4-2 
Wt tsht Field, Dayt.on, Ohio 
Date 20 July 194) 

TO: All Concerned . 

SUBJECT: Correction of A. E .P .C .R., CC>Illbino<l Propeller Report , 
Book 10.3, date aa or J1Ltir .31, 194.3 , 

1, The -rr ot 2.3£50 Propellers shown on pago 42 ot the wbjuct 
report ebould be corrected to include "2JIU 1\uh• r equirement• t cUDd on 
page 41. 

•• 
b, 

o , 

Add total "!lash 2,3EX" montl\ly requ1rsmont. {page 41) to 
total 2)£50 llonthl,y Requ1re...,nt (pe.ge 42). 

Reco•puts total 2)£50 eumu.l&ti ve roquiro:;onte . 

Subtract revised t otal cumulati ve requiromento l ine 
trom t otal cu:~ulative <>o.pe.c1t.y 11no t o obtain revised 
ciUilulativo surplue or deticit . 

• • • 

,-4.d}!lC 
ME. IT RA~'· r-O · - Colonol , Atr r ps 

Chior , Reoources 
Cctlt.rol Sec~ion 
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!lab hlecftoa .... , .... 
puapbneo4 'betor. 'belDc 
oo.oaaloato4 \o .., ... 
o\llar ~ • ~ ..... n.a\al 
... qo. (Ia) 

jMIUQU ..... 

~~ 20. 1943 

1 p.a . 

T...r oalll o of llarall 280 1943, Jo. D-103. 

l. fr--.'7 bu r.co1w4 • .,....,.r of applloatloDa 

h r.l.eaeo u.s. 4ollar proceecl.a of U. S. do1lar-llaclood 

.. rt.,.. oerUfl.,.\et. •- of the • wlloatloae woald 

lawlw \rueter of 1llacl.a to X.OII4a!D. 

ootrtac • .. tlAUo r.pl;r \o lh .,.ll1e of llarall 5, 1943, 

Jo. 300. frouur7 11 ho1Uac "I' \hell appl l catlou 

aad u aoUoa bu -· \alotD wUh NpN h \boa. 

ftii'LIID Jl U 

lULL 
(J'L) 
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COPY NO. /3 

Ol'TEL NO. 23{1 

Information received up to ? a . m., 20th July, 1943 , 

1 , W.liL 
Discharge of ships at AUGUSTA has lxgun satisfactorily but 

at SYRACUSE a petrol tire dela:ycd unloading , Discharge of vessel s has boon 

speeded up b:y tho use of Ebi'EDOGI.S and LICATA ea well as GELA. 

2 , !JILITARY 

RIESIA. The Russians havo r ecaptured acoog many othor 

localities ~LOARKHANGELSK on tbL r ailwa:Y 40 wiles South of OREL. 

J . AIR OPERAIIONS . 

\'!ESTERN FRONT. 19th. Fight ers damaged two 1 ,000 t on ship• 

off ttnL. 

~Y. No d~ havo :yot boen received regarding tb~ --
boabinc or 2 railway centres and the CUW'IRO Airport at R!llE. 

SICILY AliD S011i'H£!\N lit.LX. 17th/18th, 57 Jlellingtons bcc>bc<i~ 
airriolds noar NAPIIS. On the 88DO ni&bt and next day a ,total of 203 loodiiD 

and light boobor s attacked CATANIA and transport in SICILY. Lightninca cscortillJ 

an Air-Sea rescue Sunder land intor ceptod a~ destroyed l4 JU 52
1
s off Northorn 

SICILI. 
IDll!!JA· 18t h . Fighters d8llll!god 64 trucks and 10 locomotives 

in tho UAIIDALAY area and about 50 small river croft noar AKYAB . 
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