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GROUP 

Present: Mr . Bell 
Mr. Graves 
Jir. Sullivan 
Mr. Buffington 
l&r. Odegard 
il.r. Thompson 
l.lr. Schwarz 
il.r. Haas 
J.ir. Paul 
Mr. Blough 
Mr. Robbins 

Kay 1, 1943 
10:00 a.m. 

1 

H.M. JR: I just thought I would kind of get acquainted 
again. I had nothing special. At our end everything was 
all right . It was more like a oampaign t rip than anything 
e!se I was ev~r on. 

WR. ODEGARD : It sounded good on the radio. 

YR. PAUL: Any rough weather'/ 

H.M. JR: Lots of it. The men are going to feed me & 
t eletype to the speaker' s desk- to give me the speech 
type it as 1 read it . (Laughter) 

MR. ROBBINS: I hear you had some lightning photo 
finhhee. 

Jl . lr!.JR: Yea. We !eft the Pa!aoe Hotel with a speech at 
seTen minutes past eight , with the ink not dr{ on it, and 
went on the ai r at ei_ght-thirty. V.hUe they ntroduced me, 
I read it . (Laughter) 

WR. PAUL: That ia like me before the committee, some
times. (Laughter ) 
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H.M. JR: It was all right. I was glad I didn ' t go 
to San Francisco first. They gave us a wonderful reception 
there . They went over the top with the worst grace I ever 
saw. (Laughter) but at least they did it, so I think the 
joke is on them instead of on us. I guess what's-his-name 
told you some of it. 

MR. HOBBINS: 'rha t is right . I spent two very interest
ing hours with him last night. 

H.M. JR: Hut it is interesting and it is worthwhile. 
You can't get it sitting here. But some spots in the countr,y 
are wonderful and some aren't so good. But t he drive is 
all right. 'ihat is the main thing. 

llli. ROPP.INS: The volume is f ine, sir . I still think 
we have plenty of room for improvement . 

fi .M.JR: I am not going to do very much this morning. 
After this mee t i ng I want to see Paul, ijell, Blough, and 
Sullivan . I will get around Monday or so to talking about 
deferments . 

~~. TH~JPsON: I have a list all ready. There are 
about twenty-nine names which can be boiled dor.n , I think. 

MR. BELL: The subject came up yesterday at Cabinet 
meeting . Ickes made quite a plea for a statement by the 
President on this whole sub ject of deferment . He sai d tnat 
everybody was being criticized, particularly t he boys where 
the heads of the departments had asked to have them deferred. 
They were getting ashamed and asking to go into t he service. 
He thought it was quite necessary for the President to make 
a statement. The President asked Ickes and Biddle, I 
believe, to get together and see i f they could draw him 
up a statement. 

H.M.JR: If he is going to do something like t hat, we 
had better wait, hadn't we? 

MR. BELL: I should think you might. 

. .. • 
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MR. THOMP~CN : 
isn 't urgent except 
next week. 

- 3 -

Thi s group was all 3-A and ~-B. It 
for two cases which might need action 

H.M. JR: Is Uonday time enough? 

MK. THOJAPSCN : Plenty, yes. I went over the list with 
Mr. Gaston first . 

H.M.JR: Three-A and 3-B? 

Llli. TH011PSJN : Yes. . .. • 
J.!lt . BBLL: They were complaining about the Costello 

committee. Aoparently Ickes had been taken over t he coals 
up t here at these hearings . The curious thing about i t was 
that t he state Department, which probably had more deferment s 
than any other department , got a clean bill f rom the committee. 

lilt . PALL: Mr . Prentiss Brown asked .yesterday how old 
1-ostel.lo was. 

J.lh. BELL: I don ' t know. 

Uk. PAUL: I met him; I wouldn ' t say he was over t hir ty
five . He is pre t t y sore about Ginsburg and Nathan . 

!Ah. THO~IPS)N : I think he y;as sore about some of the 
Interior Department employees who were very young - eighteen 
and twenty years old - six months ' service, and put up as 
i ndispensable men . 

H.M. JR: I am not wor rying about the public at al.L. 
I mean, I think ~hat we have done here I don ' t have to 
explain, but I am just thinking about the future. I am 
satisfied inside that what I have done is all right , so I 
am not worrying about what anybody else thinks. I thought 
Ickes' statement was one of the stupidest statements he has 
made, and t hat is saying a lot . (Laughte r) 

Mit. 'IhO.\!PSCN: he had sane ve ry poor cases. 

H. M. JR: Dan ? 

MR. BELL: • Notning. 
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H.!.l. JR: Bill? 

MR. ROBBINS: ho, I haven't anything. I think you 
have seen the figures . 

H.M.JR: Yes , they are thrilling - they were laat 
night . If I get any time this morning I ~ant to go in the 
Chart koom and see how they look in there. 

MR. BEU, : By the way, we are writ ing a statement for 
Monday morning's papers - t he figures up to l as t night . 
~ould you like to see that? 

H. l.l. JR: Yes . 

HR. SCHWARZ: \\ould you care at all, i.l.r . Sec re t ary, 
to have a conference today? 

H.M.JR: I would ra ther not. 

MR. SCHWARZ : You sti!! can make some more comment on 
1\onday. 

Mh. BELL: 

Mlt. PAUL: 
for your press 
our statement, 
prepared. 

H.M.JR: 
Uonday? 

This statement will be for quote. 

I think I will send you a little memorandum 
conference MOnday about Knudsen ' s reply to 
so if t hey ask you abou t it you can be 

Have you got to make anothe r statement for 

4 

MR. BEU. : 
of schedule --

~e t hought we ougnt t o, and that was the sort 

H.~~ . JR: You mean through t onight? 

loUt. BELL: Through last night we have sort of followed 
a schedule . You have given out figures at your regular 
press conferences and I have sort of foll~ed t hat slnoe you 
went away - given it t o the boys each ~londay and Thursday. 
Now, tonight is the fi rst statement fo l lowing t hat schedule. 

... .., 
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H.l\.JR: Vlhen do you want to bring it in ? 

!!R. BELL: I think Geo rge nandera has it. 

I.!R. BU FFINGTON: It is ready now. 

H.M.JR: ~e will get around t o it later on . 
for Monday morning? 

MR. BELL : Yes. 

H.M.JR: 'i'here is no hurry this morning? 

MR. BELL: No . 

UR. ROfBI~S : I have no t ni ng. 

H.}!.JR: Harold? 

MH. G!tAVES: Nothing. 

H. !.! . JR: l.hiok? 

YR . SCllWAIIZ : !lotb.ing. 

Mh. hAAS : I have not hi ng t hat can ' t wait. 
a le~ter around you received from Vaughn. 

It is 

You sent 

H.A!.JR: There is no hurry about that . I unt you 
(Blough) t o stay for this meeting. 

5 

MR. BLOUGH: ~ould you like to hear a very short story 
from this trial in New York? 

H.l! . JR: Yea. 

MR. BLOUGH: The judge is Clarence Opper - the 
ta.x-exempt security case; and Opper ia doing a very fin e 
job as judge, but he excluded some evidence that Leming, 
our attorney, wanted to put in. ,So Leming quoted from 
St. Mark and aaid he was going to be reversed on this , 

.. 

,. -
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and that it would be a case of the stone that the builder 
re j ected that had become t he head of the corner . During 
t he recess Phil Wenche! dropped in to see Opper in his 
chambers , and Opper said to Wenchel , "You tell Leming it 
he is going to quote any more from the scriptures t hat he 
should use the Old Testament . " (Laughter ) 

H.M.JR: I don 't get the significance of t hat . It is 
over my head. 

6 

George, I t hink you had better stay for the tax meeting, 
on second thought . 

MR. HAAS: A!l right . 

H.H. JR: Pet er? 

MR. ODEGARD : I haven' t ar.ything, Mr . Secretary. 

H.M. JH: Did you get a tel egram from me7 

~ ODEGARD: Yes. 

H.M.JR: Are you going to have some stuff for me7 

Mk. ODEGARD: Monday moming . 

H.li.JR: Have I excit ed the enemies at a!l7 

MR . ODEGARD : Only one reference to the earlier speech. 
The report on the other just came in today. 

H.M.JR: OWl certainly went to town on t hose t hree 
talks . 

loffi. PAUL: An OV.I man came over to see me following the 
conference wi th you - Rogers . I am talking more with them. 
0~1 wants to do some publicity work t o help us on taxes. 

H.M. JR: Anything else, Paul 7 
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llR. PAUL: No. 

MR. BUFFINGTON : I have no thing . 

H.1i. JR: It looks as t hough your esti~~~&te is going to 
be reached, doesn't it? 

MR. BUFFINGTON : I think it will. 

H.M. JR: ~as t here any questi on of reaching seventeen? 

MR. BELL: It wi J.l be close to seventeen. we are over 
the sixteen, no~. 

I.!Jt. BUFFINGTON : You saw the savings bonds yesterday -
a hundred an d forty- five? 

H.M. JR: Yes. 

M){. SULLIVAN : Wednesday was the deadline on which we 
coul d purchase paper if we were to have our forms out for 
y,ithholding by July first . Vve bought two hundred and 
fourteen thousand dollars ' ~orth or paper, and there is a 
memo for you from the Commiss i oner describing tha t . I 
think that it mlght be we11--

H.M. JR: \•hat does he want me to do - approve i t now 
that he has bought it? (Laughter) 

MR. ~'\JLLIVAN : No, I told him I would approve it and 
you wouldn 't have to . (Laughter) 

7 

H.M. JR: \\hat is this, a schedule? (MemorMdum, undated, 
signed by Mr. Huvering, handed t o the Secretary. ) 

MR. SULLIVAN : Yes, and the correspondence wi t h the 
Public Printer and the whole story. Now, we have had photo
stats made of that. I thought, to protect ourselves, it 
might be wel l if Guy and I gave coiies of this memorandum to 
the chairmen of the ranking kepubl can members of the ~ays 
and Means, Senate Finance ,and both Appropriations Committees, 
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so they know we are doing everything we can to be physically 
equipped to handle whatever goes through. 

H.1!. JR: Yes, sir. 

MI1. SULLIVAN: You recal l the correspondence you had 
v.ith Jere Coope r over the salary s tabilization matter, and 
you wanted me t o talk with him on the phone rather than 
write him. I talke d 'IIi th him on the phone,and he said , 
"That is all r ight , John, but give me a letter so I can send 
it down. " I have such a letter. 

H.M. JR: You sign it. 

Mk. SULLIV~ : I have it right he re for ~ own signature . 

H.M. JR: That is O. K. 

Mit. SlLLIVAN: I didn ' t 'llant to send i t until-

H.M. JR: 'fbat is what he wan t s? 

l.!R. SJLLIVAN : Sure. 

H.M. JR: All right . 

Anything else? O.K. 
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TAXES 

Present : Mr . 
Mr. 
Mr . 
Mr. 
Mr. 

Bell 
Haa s 
Paul 
Blough 
Sullivan 

May 1, 1943 
10:15 a.m. 

H.M. JR: Mr . Paul, I read your memorandum of your 
meeting before Justice B.> rnes; and aa far as the tax thing 
is concerned, nothing I have read has upset me as much as 
your memorandum and what you did. (Cemorandum attached.} 

MR. PAUL : Nothing what? 

H.M. JR: Nothing has upset me as much on taxes as 
your mamorandum on how you represented the Treasury. I 
don ' t see how you get that way . Certainly there is nothing 
that has ever taken plsce--

MR. PAUL : What upset you? 

9 

H.M.JR: I mean , you so fa r overst epped your authority -
you are speaking for the Treasury. I don ' t · see how you 
get that way. 

MR. PAUL : I don 't see how I exceeded authority, I 
didn ' t take any posit ion . 

H.M. JR: Vlhs t is more, you go over there as the 
General Counsel and tax person and then take this position, 
that there is no chance of getting any additional taxes for 

this year. 

MR. PAUL: I was asked for a political jud~ent, and 
I had to give the best jud~ent I ~ould , 

./ 
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H.M.JR: Why didn ' t you talk the thing over with Bell 
before you went over? 

~. PAUL: I spoke to Dan before I •ent over . 

H.M. JR: You didn 't discuss what you were going to say. 

MR. PAUL: I didn't discuss what I was going to say 
because I hadn't the slightest idea whet I was going to be 
asked. 

H.M. JR: I am certainly not going to back you up on 
this thing. "VIe discussed the subject of compulsory 
savings . I stated that this was one of the i tems in the 
broad tex program which the Treasury had been discussing 
within its own walls earlier in the year. A num~er of 
questions were asked as to details of the compulsory savings 
and as to the Treasury attitude on the question . I stated 
that the political situation was now such that there could 
be no hope of securing any additional taxes on 1948 income--" 

MR. PAUL : That isn ' t the opinion- -

H.'LJR: ••. "but that there still remained some 
possibility of collections out of future 1943 income by way 
of compulsory lending. " 

How do you know tnere is no chance? 

MR. PAUL: I was asked that question; that is a 
matter of judmnent . I was asked what my opinion was. 

H.M. JR: "I stated that the political si tuation was 
now such that there could be no hope of securing any 
addi tional taxes-- " 

~. PAUL: On '43 income. 

H.M. JR: Yea . Well, bow do you know? Have you talked 
to George? 

MR. PAUL: I didn 't know; I was asked for my judmnent , 
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H.ll. JR: You didn ' t say this was - I mean, anybody 
reading that would say, "Well, you have been consulting 
on the Hill . That is What the hill feels . " 

MR. PAUL: I have no doubt that is whet the Hill 
feels. 

H.M. JR: How do you know that? 

MR. PAUL: Because I have talked with uoughton . I 
tal ked at times wi t b George, and I talked to Barkley -
everybody on t he Cou~ittee . It is the. opinion of Stanl ey 
Surrey, and i t is Roy ' s opinion . I t is the opinion of 
everybody Who has been up there . I ~as asked ~hat my 
jud~ent was on that . 

J.;R . BLOU'If! : The only exception I can see to 
in case they adopt the Ruml plan and forgiv e ' 42. 
might then be willing in exchange for it--

it is 
They 

11 

H.U. JR: You were asked the Treasury attitude - I am 
just reading fran your own memorandum. Did you say, "This 
is the way I feel personallf.; I don ' t know how the Secretary 
feels or how Mr . Bell feels'? 

MR. PAUL: I 1~as only talking personally there . 

H.M. JR: That whole crowd--

MR. PAUL: If you want to repudiate it - I t~as there-

H .M. JR: Look, the posi t ion you place me in with all 
t hose people there - every one of them. I mean, t hey will 
taKe it for ~ranted that you have discussed the thing with 
me and that 1s the way I feel. 

MR. PAUL: I said nothing about discussing it with you. 
The only thing tha t I ~as asked on that particular poi nt 
was, "i'lhat do you think about the possibility of getting 
any additional taxes? " That was a very vital point to 
them because of their interest in inflation • 

• 
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Now I mieht have said, "I am not capable of giving you 
any political judi!Plen t ," but the t would have been pretty 
si lly, I think. 

H.11.JR: I don ' t t hink it would have been silly, 
because I don 't think you know. Why didn 't you say what 
you and Bell and I said beforehand, that v. e were going to 
go after sixteen billion plus four, whi ch is twent y billion 
dollars? 

LIR. PArL : I didn 't want t o reveal all the details. 

H.U. JR: You revealed it to Eccles; you revealed it 
t o the other people ; and you never tolo me that . 

MR. PAUL : I di d; I sent you a memorandum on it. 

H.M. JR: That you told Eccles? .. 
MR. PAUL : I don 't remember parti oula.rly Eccles, but 

I certainly did Byrne s and Smith . I r emember that . 

H .M. JR : You to l d t hem t he t'? 

I'R. PAUL: I gave you a file and me:norande when you 
came back disclosing that whole s t ory. 

H.!l . JR: I never read it . 

I.!R. PAUL: It certainly came t o your office. 

MR. BELL: Is t he Committee repor t out yet on t he 

agreement? 

MR. PAl.1. : It is bein& printed . 

MR. BELL: Have they said anything about '43 t axes in 
t hat? 

MR. PAUL: No, I don' t think ao. They didn ' t put in 
the statement that - we tried to keep t hem from putt ing i n 
that statement. 

UR. BELL: There wa s some indication t hat- -

•• 
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MR . PAL~ : That was the discussion during this com
promise business, that the rates would oe f rozen . 

H.M. JR : Do you mean to say that you feel now that we 
aro going to rely f or the rest of this year on compulsory 
savings entirely for any additional revenue? 

MR . PAUL: You understand, of cour se, 
bill before Congress increases the revenue 
year of '44 by two billion seven? 

H.U.Ja: No, I didn ' t understand it . 

~n . BLO~GH : Yes . 

IU1. JR: All right . 

that this present 
for the fiscal 

MR. PAUL: Apart f r om that - now when you mention the 
fiscol year ' 44 you have got to bring in beginni ng January 1, 
1944--

H .~: . JR : But let' s stick to whet the President asked 
for , the sixteen billi on dollars . lihere do we stand in 
relation to that? 

lJR. PAUL : We stand in this position, that we beve 
probably about three billion dollars of it in this present 
bill . 

H.M.JH: After you have deducted whet we lose through 
tbis bill? 

MR. PAUL: We don't lose any revenue through this bill. 

MR. BLOUGH : We don't lose any receipts . You pick up 
in collections about three billion this year. 

•• • 

MR. PAUL: That leaves thirteen , approxi;netely, of the 
sixteen , and the point is that there isn't the slightest 
chance of ~etting any of that thi rteen out of the '43 income . 
That doesn t mean you wouldn't get some of the thirteen out 
of the '44 income, because you are on a current basis, but the 
effect of t he Ruml plan discussion ns to take valuable time away 
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and put Congress in a mood not to impose any additional 
tax. 

MR. BLOU GH : I still think v.e should try with Cont;reaa 
to get something out of ' 43. 

H.M.JR: With t his gr oup Paul went before yesterday 
there isn't one chance that the t hing - I am not going to 
go before the people of the United States, and--

14 

LIR. BLOUGH : Sene tor lleorge hes already announced .• 
publicly that he is against it. 

MR . Ptl~ : He made e speech Fri day abainst it at the 
Chamber of Commerce . 

H.M.JR: Sure, they are all a gainst it, but t ha t doesn't 
mean the temper of the people--

hm. PAUL: I didn't say that I didn It want taxes . 

H.M.JR: You didn It say once tha t you did. 

MR. PtuL: I certainly did . 

H.I.LJR: There is nothing in this report here. 

~R . PAtTL: Well, I can 't put in every remark in the 
two and a half hour discussion in a memorandum. 

H .~.JR : Yne impression that this thing - all I can get 
out of this thing - anybody else can read - is you went 
before them and said t~at there was no chance of getting any 
additional taxes this year; the only thing left is to go 
for compulsory savings . 

l{R. PAUL: If you want oolleotions, yes - the only 
thing on ' 43 income, not fiscal ' 44, 

H.M.JR: You didn ' t talk a bout '44 . 

MR. PAUL: VIe did talk about • 44. I said that you 
couldn't get any additional taxes until JOU came to the 
'44 income. 
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Nov. if you are dissati sfied wilL the thing or with me -
of course, you realise that my feelin gs aren ' t in i t . If 
I wasn't right, then you can put somebody else in the picture--

H.M. JR: But Randolph--

MR. PAUL: • •• a man that would act--

H.h!. JR : You didn ' t have to act - I mean , you didn' t 
have to . I am now in exact ly the position where the 
Director of the Budget ~as , or else you are; and the only 
thing left is to come out for a sales t ax . • 

MR. PAU~ : we discussed the sales tax at great length • 

. H.M. JR: I mean, let's be honest with each other on 
this thing. If you put me in the position just v1here the 
Director of t he Budget was and we fought him--

MR. PAUL : I don' t follow you there. 

H.JL.JR: I mean, how can I go on J.'onday before these 
people and make the fi ght when they all know that you are 
not for this thing? 

MR. PAI:1. : No, they don't know I am not fo r taxes. 

H .~ . JR : Somebody read it . I mean, just read this 
thing; read the memorandum . You have read it , haven ' t you? 

~IR . BELL: Yes. 

H.M. JR: Well, Dan, you can think for yourself . %bat 
impression did you get? 

MR. BELL: I got the same im~ression that you did, that 
he was against - that it was his Jud~ent that they won't 
get any more taxes out of '43 i ncomes, but then I think that--

MR. PAt~: You didn't get the impression I was against 
taxes? 
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l'R. BELL : You said nothing there except that you 
were reporting what you said before this group. 

16 

Now I think that Randolph was under pressur e over there 
to say somet hing. Maybe this memorandum doesn't reflect 
all of your conversation over there . What have you said 
on the Hill, anything? 

H.ILJR: \'/ell, gentlemen, let' s just stick t o the 
impression you get from what be said over t here, I can 
only read his own repor t ; I v.a sn ' t there . 

~·R . PAUL: That is ri ght; it is my own report . I 
dictated the report. I don 't say that it says everything 
I said i n two hours, but I certainly did not say I didn't 
want taxes . Everybody woo was there and talked with me 
knows tnat I do want taxes - additional taxes . 

(Miss Chauncey entered the conference and banded the 
Secretary the file on taxes, and left the conf erence.) 

H.M. JR: I haven't read this . You refer red me this 
morning on the phone to a statement I made in the House. 
\\'bat I talked a bout in the House v.as sixteen billion plus 
four net, or twenty billion dollars additional revenue. 

L'R. PAUL : That is right , we didn't discuss ~ounta 
there . 

H.M.JR: That is one thing t o talk about, ano another 
thing is to get dov.~ to a lousy - to kick over al l 
additional revenue and get down to a question of compulsory 
saving. 

MR. PAUL: I am not kicking over all additional 
revenue f or the fisca l year '44. I am saying that it is 
utt erly impossible to get any additional taxes on 1943 
in cane . 

MR. BELL : Do you think i{ is possible to get additiona 
revenue througb _enforced savings on '43 income? 
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MR. PAUL: I tnink that is very possible, because you 
have some very powerful support for it . George made a 
speech on it before the ~hamber of Commerce Thursday in 
which he came out very strongly for it . 

H.M . JR: Do you know ~hat our E bond sales have been 
this week, or this month? 

MR. PAL~ : This week? I have only heard that they are 
four hundred million a month . 

H.l' . JR: Well, you see, you don 't knoYI. If you woul d 
talk ~1th Bell you would heve known what wee happening 
in the Treasury. You just don't know. 

t!R. PAUL : I have nothing to go on. 

h.M. JR: Why didn 't you ~et posted before you 
went over half- cocked like th1s? 

IM~. PAUL: Well, I think I had better step out of the 
picture if you feel that way. I will be very glad to do 
it. I am only trying to do my best. Then you will be 
perfectly free to repudiate me . 

H.M. JR: No. I am in the position - I don't know ~ha t 
I am going to do myself . You have this whole gang with you 
now. 

MR. PAUL: 
against taxes . 

You se~ to have the impression that I am 
I haven t said anything agmnst taxes. 

H .M. JR: · I mean, coming down - there is no use talking 
that way . It is a que~tion oJ whet are you going to do . 
The only thing that is left for me to do - the shoe is 
on the other foot . I can't buck that crowd aft er you have 
gone over there, I have nothing to buck them with. I mean, 
you can go up, and you can go up on the Hill end present 
the Byrnes p1cture or let Jimmy Byrnes do it. I can ' t do 
iti because I 1on't believe in it . I mean, we are going to 
se 1 between nine hundred and a billion dollars worth of 
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E bonds alone this month . Now, I have no technical staff, 
I have no position . I have nothing left . · I mean, the 
shoe is on the other foot . I am certainly not - after 
wha t the men and womer. who worked in the factories of this 
country have done this month - going to ~o up and sell them 
down the river before the public . I am JUSt not going to 
do it . You end Jimmy Pyrnes can do it. 

MR. PAUL : Well, I don ' t se~n to be able t o get across 
to you the distincti ons involved in this picture. Everybody 
that I have ever talked with on the Hill or et tha t meet ing 
or anyYthere else knows that I am for aadi tional taxes, and 
the only t hing I said was not what I ~anted or ~hat the 
Treasury wanted, but wnat it was possible to get politically 
on '43 income. I wasn't even categorical about that, but 
I don ' t think there is anybody that bas been up on the Hill 
that thinks ther e is any reasonable chance of ~etting any 
appreciable amount of additio~al taxes on ' 43 1ncame. 

H.M.JR: You have - now look, you got me in t he posi
tion where I had to back publicly Dougbton on a strai ght 
twent y-percent withholdi ng tax. We went to town on that, 
and we bad same breaks, and we got t he thing through. 

If ow, we have another thing where M have - what is i t, 
about f orty-percen t forgiveness? 

~R. PAUL : No, about ten percentar,e poi nts - for ty 
percent of the to tal, nine five . 

H.M. JR: About forty percent . Everybody said they 
weren't going to have any for giveness, and you have a 
forty- percent Ruml plan. 

MR. PAUL: That i sn' t a forty-percent Rwnl plan a t 
all; it ia entir ely different . You are talkin~ in terms of 
t otal forgiveness, ~hereaa , that is not the po1nt. 1he 
Ruml plan distributes the forgiveness wholly differ ent • 

.. 
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H.M.JR: But after all the speeches on the Hlll 
against any for givenes s and everything else - now it will 
be a forty percent - t he difference between '41 end ~ 42 
taxes. 

MR. PAUL : Forty percent of the total , but that is 
the whole point of the di scus.sion. 

that 
thi s 
Tha t 

11. 1.! . JR : Well, an~ay - end th~n Smith end Byrnes -
whole crowd said right aloncL No more income tax 
year - we can't increase it . Isn't that right? 
hes been their position . 

MR . BLOUGH : No. 

MR. PAUL: No, their positi on has been for i nccme tax. 
They wanted to make a whole lot of recommendations . 

H.I.!. JR: Does Smith want income tax? 

AiR. BLOUGH: Yes. 

l.!R. PAUL: Smith has been after us right along. 

H.M.JR: An~ay, you now have the country going over 
the top and people digging do~n into their jeans the way 
they never have before in the history of eny country any
where, and the dey that is over, or t ne dey after, I am 
put in the positi on t hat it is no good - and opposi t e the 
President . I mean, it leaves me i n an imposs~ble posi t i on . 
All I would have to do is to just - I mean, if i t isn't 
already done - tell about yesterday's meeting, and the 
bill wouldn't pass Monday or Tuesday . 

But I can't go into it with what ' s-his-name acting 
more or lese as assis t ant to the President - with that 
whol e gang that way, it doe en ' t leave me a foot to stand 
on . 
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MR. BELL: Do you think that group over there ~ould be 
against asking f or additional taxes? 

MR. PAUL: No. 

MR. BELL: They would not? 

MR. PAUL : 1\o. They would be for it. 

Mlt. BELL: You think if the Secretary "nnt up and 
proposed additional taxes imx.ediately, that they would be 
for that? 

llJ<. PAUL: \',ell, the quest ion is not doing it immediately, 
Dan . 

Mlt. BIILL: I say '43 incomes. 

Mit PAUL : \,hat they were afraid of is that t here won't 
be another tax bill this year, and in the ::ienate this is 
the last chance to get any additional collections. 1hat is 
a perfectly reasonabl e fear. Nobody can--

MR. SULLIVMl : Has Doughton made any expression of 
opinion about another tax bill? 

YR. PAUL: Not a very definite one . He said he gete 
tired sometimes and says, "Let's nave a sales tax and for
get it aJ.l." 

YR. BLOUGH: Well, there has been no disposition on 
the part of anybody up there to say we aren't going to have 
another tax bill this year, has there'/ I haven 't noticed 
that. I have certainly heard a good deal of comment. 

MR. PAUL: Probably the opposite , that they vaguely 
intend to have one sometime. 

UUL BLOUGH : I think they can be forced into having 
another tax bill this year . I don't doubt that a bit. I 
think there certainly ought to be, and every pressure should 
be brought on them. And everybody I have talked to--
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Mk. PAUL : This year '( 

MH. BLOUGH: This year the bill would have to be passed -
this year in any event. 

MR. PAUL : 'lhat is different . I didn 't say they 
wouldn ' t have a tax bill this year. I said t hey •~uldn't 
have a tax bill that ~ould impose taxes on '43 income . 

WR. BLOUGH: I misunderstood that. I think we should 
even ask for that wi th respect t o t hat period of time which 
remains after the bill is passed. 

lUt. PAUL: That 'l'iOuld be what? 

Mfi . BLOUGH: Would be probably t hree or four months of 
the year. But I think your assessment of the political 
situation i s quite right , t hat they are not going t o retro
acti vely impose income taxe s on the income of ' 43 up to the 
time the bill passes . ' 

Ji .M.JR: 'llell, now, look - e;o ahead, you finish. 

MR. BLOUGH : And t hat there ought to be a strong effort 
m.ade to get those taxes , but that it is a correct statement 
of the political si tuation that they aren' t going to pass 
them. 

H. W. JR: Now, look - may I interrupt? Don ' t use t he 
word "polit ical" for heaven's sake, because if you think , 
in a presidential year, you are going to pass an income 
tax increasing taxes, you are crazy. 

JCR. BLOUGH: It has to be passed this year, of cour se. 

H.M.JR: lhat is what I am saying. 

L!R. BLOUGH : But whether it applies to this year' a 
income, is anot her question . 

If 
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H.M.JR: All right , then you are going to sit back and 
kill a perfectly volunteer program to possibly get four 
billion dollars of people's savings out of the savings 
banks, and then think next year you are going to get a tax 
bill -with a presidential year on - if you are going to 
talk politics, I know something . 1 mean, I have learned 
something from being with Mr. Roosevelt for fourteen years. 
I have never heard Doughten say that he wouldn ' t give me 
another tax bill. 

MK. BLOUGH: Isn' t the point that you have got to have 
a tax bill this summer, and t hat they will pass a tax bill 
this suwner? The only question is, will they apply that 
t ax t o the income ~hich has already been received in 1943? 

h.M.JR: I don't know, Hoy. I don ' t know until I sit 
down and tuk with these \leople. I don ' t believe - I mean, 
there is nothing - there 1s no sense - I can t alk in this 
room, straight and frank, and I think that Paul ought to 
be able to take it. 

Mil. PAUL: I can take it . 

H.M.JR: Because I am the man that is on the spot - he 
isn ' t . He has got this whole group ~ith him. 

MR. PAUL: I have no group with me . 

H .~ . JR: Randolph, let ' s be - wnat chance have I got 
after the t estimony - your tes timony yesterday - to go over 
there? t.verybody would laugh at me. Ther, will say, ".Ul 
Morgenthau is interested in is his bonds . ' I mean, the 
Director of the Budget feeds it all the time to Cissy 
Patterson and al l the rest of them. I mean , he fed the 
remark to them that the only reason I wasn' t for t he Ruml 
pl an was because I hadn ' t thought of it first . And in 
the ~aturday Evening Post, if you didn't read the art icle -
they had the meet ing - did you read t hat article? 

l.tk. BLOUGH: Yes. 

MR. PAUL: This week's? 
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li.!.!. JR: V.he re be said evel•ybody was for compulsory 
savings except Morgenthau 1 and the reason we got inflati on 1 

and so forthand so on - direct quotes - and the author said 
he got it directly from ~ith. 

I called .:.mlth on it and he said, "Now, wait a minute 
before you go too far. I want to speak to the author . " 
He never called me back. 

I mean, I go over tnere and those people, the Chamber 
of Commerce and Jesse Jones and O' Neal - and I say I want 
taxes , that I don't ~ant compulsory savings, and then the 
whole thing apf ears in the press . 

Now, I think t hat--

MR PAUL: The last conversation I had with you on the 
subject was at your house and·Dan was there. 

H.M. JR: That is right . 

MR. PAUL: You said then that you did accept the idea 
of compulsory savings . 

H.M. Jk: ~hat I said was t hi s - and t hat was January 
14 and this is May 1 - i t is here; i t is signed by both of 
you . %hat we t alked about w~s s i xteen billion dollars ' 
worth of revenue and fou r billion dollars' worth of savings . 
~e were talking about twenty billion dollars. 

llR. PAUL: That is right . 

R.M. JR: I said what I ~anted was - in order to close 
the gap, I wanted t wenty billion dollars , and I didn ' t care 
very much how I got it . Now we are t alking about - you 
still can' t get more than four. 

MR. PAUL: We didn ' t talk amounts yesterday. 'l'be only 
reference to the amount was afterwards when I went on the 
record - Prentiss Brown said, "How about twenty billion ?" 
I didn't say anything. 
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H.M. JH: Now, .look, all I can go by is 11hat you said 
here , yourse.l.f. I don't kno11 what you said other than 11hat 
you wrote down. But what chance is there for me to go over 
there Monday and say I want - I am going to stick by what 
the President said in his budget Uessage. And to get the 
thing tacked on--

MR. BWJGH: "hat did the President say in his ~udget 

Message? 

H.ll. JR: Y.hy ask me? 

MR. BLOUGH : He said sixteen biJ.lion of taxes or 

savings, or both. 

H.M. JR: hut why try to tack somethlng in the Senate 

on this thing? 

MR. BLOUGH: I didn't get to that . Is that in here? 

Mit. PAUL: 'lhat is another matter. That is based on 
the fear there won't be another t ax bill t his year, and 
should some thing be done? They raised the question and it 
was no t ms11ered. 

MR. BLOUGH : I am opposed to that . 

Mtt . PAUL: I didn ' t express my opinion on t uat. 

MR. BLOUGH: It would hold up the bi l l indefinitely, I 
think, to try to put it in the Senate. 

H.M.JH: The three things where you and I - I mean, 
where you didn 't represent how 1 f eel, are: One, I think 
we should have another tax bill. this year because we haven't 
got the chance of a snowba.i.l in hell of getting another 
one. 

YR. PAUL: I agree with you there . 

H.M. JR: Number two, I don 't think anything should be 
tacked on in the Senate because t here isn ' t one chan oe - the 
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thing will be held on and on and on, and we won't get this 
t hing through quickly. 

MR. PAUL: There was no expression of opinion by me 
on that point at the meeting. 

H.M.JR: Yes, but when the thing ia held up again , I 
can only say that you didn ' t say, "Don' t put anything on 
in the Senate. • 

lolk. PAUL: I didn't expreaa an opinion, because I 
think it is a very grave quest ion. I certainly did 
say--

H.M.Jk: but it was left that way - the impression 
you get from byrnes and the rest - the thing to do is to 
t ack this thing on t his compulsory savings thing in the 
Senate . 

).\!( . PAUL: I didn ' t express an opinion on that. 

H.M.JR: And the third t hing is t hat certainly a man 
is entitled, after five months, to take a fresh view of 
compulsor, savings. 

MR. PAUL: Certainly. 

H.!.!. JR: I can' t be held fo r something I said on the 
14th of January. 

J.Ut. SJLLIVAN: '!bat ia what you can say Monday, 14r. 
Secretary. You have taken t hirty-seven or thirty-eight 
billion dollars out of the ~rican people in five months. 
You have got almost thirteen billion dol lars in December -
the firs t three months of this year you got five - you got 
eight and a half billion dollars in bonds and in taxes; .and 
you got your sixteen or seventeen billion this month. 1hat 
will run up to thirty- seven or thirty-eight bi llion dollars 
in five months . · I t hink that that is beyond anything we 
expected and I think that i t does entitle you to change 
your position. 
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H.M. JR : ~hat I want to say is , anything that is said 
in this room ia absolutely sealed - it never goes out o! 
this room, see, for anybody . Now, I can talk and Paul 
can talk just as hard at me as he wants, but we are in thia 
t rung until the nr h over, through thick and thin. No 
question of anybody - I am not going to offer to tell Byrnes 
I am going to quit because be is against me on compulsory 
savings , and you are not going to tell me you are withdraw
ing because you and I--

1.\R. PACL : I 
is that I would 
step right out at 

wouldn't on that account. The only thing 
~ant you to feel t hat 1 ~as ready t o 

any moment . 

H.ti.JR: ~.ell , don ' t let's - list en, we are in the 
middle of a war. 

you . 
MR. PAUL: I know it, but I just don ' t want to embarrass 

H.M.JR: You are not going to embarrass me, I mean, but-

Mk. BELL: Is there a meeting ~onday? Is that the 
Byrnes meeting? 

H.ILJR: 
get down--

Yes, they want him to come back. Let me just 

MR. HAAS: I t seems to me t here are two things here: 
One is on the position you should take for the Secretary 
of the Treasury on taxes, and the related situation is 
what is your judgment as to whether or not that poaition 
should be accomplished. You diaiussed the possibility of 
accomplishment . That does leave the Secretary free and 
you (Paul) free - both o! you are together on what should 
be done. If there is a meeting Wonday - they may have 
mlaunderstood those t wo situations - couldn' t that be 
straightened out on Monday? 

MR. PAUL: I don ' t think they did. 

B.M.JR: I don ' t , either. 

• 
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MR. PAUL: On another tax bill - the first point of 
the Secretary was another tax bill this year - the only 
thing I said is that there was something to be said for 
the thought that it was problematical whether you would 
get one . That was relevant to the question of whether 
you should try to move in the ~enate for comvulsory savings •• 
NObody can say anything cate~orical. I didn t say anything 
categorical, but I did not d1sagree with the thought 
there was doubt whether you would get one. ,. 

MR. HAAS: Coul dn ' t that be straightened out? 

YR. PAUL: Another thing - nothing on in the ~enate 
that tied in with the f irst question. If you are not going 
to get a tax bill, it ie a reasonable thought that you 
might want to put eomething on in the ~enate. It certainly 
isn't to be despised. But other than that, I took no 
position . 

H.l!.JR: L!ay I interrupt you? If you do put it on in 
the Senate , your chances of. getting a tax bill are practi
cally nil . lhat would be a good way to kill a tax bill. 

MR. BLOUGH: I think that is probably correct. 

WR. HAAS: Isn ' t this true , that irrespective of 
whether it goes through Congress, doesn't the ::.ecretary 
of the 1reasury have to come out for more taxes? There 
is criticism in the papers only for that thing on t his 
inflation; they are going to switch around and say that the 
fiscal part ~asn 't even pushed strongly enough, and the 
Secretary, irrespectiYe of whether he gets it or not, he 
has to say, "I am for it . " That ia what it looks like to me. 

H.M. JR: 

MR. BELL: 
the .ne we,y. 

That ie the way I feel . 

But I would understand that Randolph feels 
I don't think you are far apart, Yr. Secretary. 

Regraded Unclassified



28 

- ~ -

MR. PAUL: That i s the way I feel . That is a wholly 
different matter from--

MR. BELL: From getting it. 

H.~ . JR: Look, there are two things here . I have 
gone up on the lUll I don ' t know. how many times, talking 
about taxing municipals . You don't get it. But I think it 
is right; I think some day we will get it . I think you 
have got to keep talking about i t . 

MR. PAUL: That is why we are having this case in 
New York, now. 

H.MJR: We wouldn ' t fool anybody if we tried to get 
the compulsory savings amendment on in the Senate - we 
were just ducking the t ax issue. I don' t know how you 
f eel--

I.!R. PAUL: I am not - aa to whether we should do it, 
I expressed no opinion yesterday. I said it was a quest ion--

H.M.JR: All right, are you in the positi on that you 
can go back Konday and intell ectually and honestly say 
that the Treasury's position, after OCilsultation with me 
and wi th the rest of the people here , is that nothing should 
be done in the Senate which would in any way impede or re
t ard a presentat ion of an additional tax bill as soon as 
M•·· Doughton is ready? 

Mk. PAUL: I am certainly in t he intellectual position 

.. 
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to do that because 1 didn't express an opinion on t hat. 

H.lri . JR: That is number one . 

MR. PAUL: The only plaQe where you and I have different 
views is on the question of compulso~ savings. 

H .~ .JR: \',ell , all 1 am saying to you on that is, 
af ter the figures come in, 1 would like you to be brought 
up to date . 

I woul d 
uap to date . 

t it . 

like people like Mr . hcoles to be brought 
I would like werybody to take a fresh look 

Ml<. PAUL: I certainly 11ant to keep up with ·it . 

H.U.JR: I want everybody to take a fres h l ook at it . 

Bell said before you came in - he said that nobody has 
presented a plan to him where he can see there would be in 
any way a net gain - isn' t that what you said? 

MR. BELL: Yes , I have heard no compulso~ savings 
program t hat 11ill do the trick. 

All I have ever heard talked of is four or five billion 
dollars, and nothin~ has been suggested about locking up 
past savings or tak1ng care of eighteen billion dollars of 
savings bonds , and I just don ' t think it will work - what 
has been proposed. 
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UR. SUU.IVUI: I think you have something even 
deeper than the fiscal--

MR. PAUL: That has been Dan's view right along . 

In~ . SULLIVAN : I think you have something even more 
important than the fiscal picture here, Mr. Secretary. 
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I think that before the end of this year it will be 
apparent to everybody that the American people - the 
ordinary fellow in the street - are more completely in 
partDBrship with Uncle Sam in financing this war than ~· 
the common ~eople of any country in any war in history. 
And they enJOY doin~ i t . They think that that is the 
way that gets them 1nto the war along w1 th their fellows 
who are fighting, ani I think compulsory savings will 
rob them of the thing that gives them the greatest 
patriotic stimulus that ·can ever reach them in the 
course of tbi s war. 

H.M. JR: Of course I am just one hundred percent 
with you. And after this t r ip which I made around the 
country, which was a terrific physical killer, the people 
have no idea how far the working man is ready to go. And 
I don ' t give a damn what the Senators or Congressmen 
think, the only hope to fiiht this war for is to look for 
something a little bit better, and these people - it isn' t 
true everywhere, but they love to give this money. We 
didn ' t hear a murmur abrut taxes. 

I got the f eeling that there is no - that as f ar as 
the working men and women - and those ar e the ones the1 
keep talking abcut all the time, the people they want to 
get - they say there is no trouble at all as far as they 
are concerned in getting this . 

MR. PAUL: There was one person who did express an 
opinion, which I didn't put in. They got to t alking about 
the t ax on the stenographer here in Washington - and we 
have got some figures on them - I think it was the fourteen 
or sixteen hundred - and Yra. Perkins expressed the opinion 
that the ta.xes were too high now on them. 
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H.M.JR: Well, Mrs. Perkins- she doesn't know what 
is going on in the country. She has demonstrated right 
straight along that she doesn't . That isn't the person 
they are worrying about. It is the man getting from fifty 
to a hundred dollars a week they are worrying about. 

MR. PAUL: Sure, the inflation question. 

H.M. JR: And what they do with the money. 

MR. PAUL: But there is the other difficulty in 
the picture , the people living in Washington. 

H.M. JR: I stood and faced eight thousand men and 
women at the lunch hour at one shipyard. It was a great 
experience, and in between I had their labor leader talk. 
I wish you could have heard him talk - AFL. A Washington 
stenographer of fourteen hundred dollars - the Washington 
atmosphere is all wrong, anyway. 

MR. PAUL: What I said to Mrs. Perkins in response 
to that was that that was one of the difficulties in the 
tax picture, that the tax didn ' t bear equally on urban 
and rural communities. 

H. M.JR: Let me just sum up !or the immediate on this 
thing. Let' s see, in the first place, if we can agree on 
one thing - a couple of things. 

Is there anybodf in disagreement here that we should 
try to have another tax bill and go after the sixteen 
billion dollars t hat the President asked for? 

MR. PAUL: You mean involved in that question is that 
we should not do it by tacking &JI1thing onto the Senate 
here? 

H. lo!. JR: Well, I will put it the other WB¥· I waa 
going to put it tliis way, that if we try to do aJ11thing 
on the Senate 1 t will kill the chance to get another 
tax bill . 

• 
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MR. PAUL: I think the only reason - yes, I agree 
with that, and the only reason for put ting it on in the 
Senate is that .you won' t get another tax bill. That 
aaoepts that fact. That is a reason !or doing it . 

H.ld.JR: Well , I--

MR. BELL: We shouldn' t accept that as a fact, 
should we? 

I.!R. PAUL: That is what I want to get at . 

H. l!:.JR: 1 can get hold of Daughton and Cooper and 
get a pr omise out of them that they will have another 
tax bill. 
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MR. BLOUGH: I am not a political 'fi'Ognisticator, 
but I don't see ho'lf Congress can stand the pressure . If 
the Exeautive departments want another tax bill, they 
can't stand up against it. 

H.M. JR: Damn it , shouldn't we want one? 

Jm. BLOUGH: Sure . 

H.ll . JR: Then are we going to be eo insincere as 
these rople are across the street and tack something 
on the we know is going to kill that? I don't want 
part or parcel of it . 

wt. BLOUGH: I am not in favor of doing it. I 
said do. I thought in January that the pay-as-you-go 
and the sixteen billion dollars ehould be hooked together 
in one bill, and I still think that is what should be 
done . 

That wasn' t done, but it seems to me that since it 
wasn't done the thing to do is to get that pay-as-you-go 
out of the W8:f and start to work very earnestly on the 
sixteen or twenty billion dollars. 
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H. M. JR: Let me put the question the other way 
around, if that ia what Paul wants. Does an;ybody here 
think we should try to tack an;ything on in the Senate 
other than what is in the Doughton bill now? 

MR. PAUL: '"ell, that was the question on which 
I did not express an opinion yesterday. Now you are 
asking me for my opinion. In an~ering the question 
I have to appraise these alternatives. On the one hand 
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there is a strong probability we won't get any tax on ,, 
'43 incomes in the 1943 tax bill . There is, on the 
other hand, a possibilit,r you could get something in 
this acute inflation situation if you tack something 
on in the way of compulsory savings, possibly a large 
amount. 

Now, you take a risk if you make a decision for 
another tax bill - you take a risk that you won't get 
anything. Vfuat is the answer to that question? 

H.M. JR: That is a very--

MR. PAUL: I can' t feel too categorical about it . 

J.!R. SUlLI VAl~ : I can • 

H.M. JR: I can. 

MR. SULLIVAN1 I can, because if you.have only 
two choices, Randolph, which are compulsory savings and 
no tax bill or no tax bill and no compulsory savings, it 
is a very easy decision for me. 

l!R. PAUL: You have always been against compulsory 
savings. 

IIR. SULLIVAN: That is right, Randolph, but the 
things that have been happening in this country in the 
last three or four months make me feel so much stronger 
about it . I think if you reviewed the question you would 
be in accord with it. 

Regraded Unclassified



- 26 -

MR. PAUL: If I were against compulsory savings 
then there wouldn' t be any question in my mind. 

H.M. JR: No, but, you see, the thing is - let ' s say 
that we got four billion dollars through an amendment to 
tho Doughten bill in the Senate and then no tax bill. 

MR. PAUL: Then I have no hesitation in answering 
it. 

H.M. JR: That is 1'ihat lte are facing . 

1m. BLOUGH : If it isn't ten billion dollars it 
isn't wor th 1118ntioni.ng. 

H. K.JR: You won' t get it. 

MR. PAUL: If you ask the question that way, I 
haven't eny doubt. 

H.M. JR : You won't get it. What you are worrying 
about is additional--

lo/R , PAUL: I would go higher than Roy. I wouldn't 
think it was worth while fooling with ten billion. 

H .~ . JR: But what have you got when you get this 
compulsory savings? You are simply adding a load on 
the postwar. You are going to have to repay in taxes 
or repudiate , one or the other. 

MR. PAUL: There is no question in anybody' s mi.nd 
that taxes are better than compulsory savings. I think 
that is'the question on which I certainly wouldn' t say 
that it should be done. 

H.M. JR: Well , the matter as far as my own mind 
is concerned is this--

~. PAUL: So I haven't embarrassed you. 
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H.M. JR: As far as I am concerned, I certainly 
would want to sit down with the Democrats in the House 
and find out where they stand. I don't see why there is 
all this rush about it, why this thing has to be done 
Uonday. This thing will leak. I don't see why they 
can' t wait until the bill passes in the House . 

MR. PAUL: They want to do that. Byrnes en joined 
that very strictly . 

H.LI. JR: \The. t? 
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~. PAUL: Not to say anything until the bill passes 
the House. 

H. M. JR: Li sten, if there are leaks right out of 
the Cabinet room and Cabinet meetings, why shouldn't 
there be leaks out of B.yrnes' room? 

~. PAUL: The leak will only be that the subject 
has been under discussion. 

H~: There must have been leaks because I was 
cross-examined on this thing of compulsory savings in 
San Francisco the way I haven' t been cross-examined in 
I don't know when. 

llR. PAUL: It wouldn' t be as a result of a l eak 
there . 

H.li. JR : Well, something was very f\1Jlny, why these 
men were hammering me on compulsory savings. I couldn't 
understand it . 

llR. PAUL: That must have been something else. What 
time was that? 

H.IL.JR: 'Nednesdq. 

MR. BELL: They asked me )lond&y. I had a press 
conference Kond&y. 
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R.M. JR: There is something cooking . 

~R . PAUL: Maybe Byrnes had sai d something before . 

l.IR. SULLIVAN: That isn' t the feeling of the country, 
l.!r . Seore tacy. 

J.R. PAUL: I think Byrnes has talked with some of 
the leaders, but I don't know that . 

liR. SULLIVAN: I talked with people the last month 
in Boston, in New Hampshire, in Ohio, and people come 
out and say they have been very str ong for compulsory 
savings and now they are against i t; and they have 
expressed the opinion and the hope that it was dead. 

H.M. JR: The only thing that th~ President can 
count on today where he has got unity of action between 
labor and management and production is on this volunteer 
bond program. There isn ' t another thing and there 
isn't another organization in the United States that 
will go to town for him. There isn' t . 

liR. SULLIVAt!: That is right. 

R.J.I. JR: And there is complete disunity, complete 
dissatisfaction, and department after department cutting 
each other's throat; and this is the only one that the 
people stand up together shoulder to shoulder, banker, 
working men, labor, and everything else, and they go to 
town on it . And we are getting the money. 

lolR. BLOUGH: Are you going to have an analysis 
made of where that money comes f r om? 

H.J.I . JR: George can answer that. 

I&R. HAAS: We have it currently. 

I&R. BLOUGH: I mean as far as the lower income 
levels are concerned • 

.. 
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MR. PAUL: You can' t do that, can you? 

· Lffi. IU.AS: Yes. 

1m. BLOUGH: I am petthctly willing to let the 
compulsory savings rest on the record of the bond 
campaigns; and it has been my opinion, which I am 
willing to express now and I will be proved wrong, 
probably, next week - but it is my opinion that when 
you analyze these statistics you will come to exactly 
the opposite conclusion ~. Sullivan has come to. 

H.M. JR: Hell now, let's just say that you are 
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right and let's say we are not getting the money . This 
thing doesn't - this decision, as fa r as I am concerned, 
doesn' t have to rest today on whether I am for or against 
compulsory savings. 

MR. BLOUGH: .I agree on this decision. 

H.J.I . JR: !low wait a minute, let me just argue with 
you. This question of compulsory savings doesn't have 
to be settled today or tomorrow, in my opinion, or until 
this bill is passed. 

MR. BELL: That is right . 

H.M. JR: Now, the decision that has to be made is, 
do you want another tax bill? Can you get another tax 
bill? Paul said no. I don't know whether he is right 
or wrong. 

MR. PAUL: No, I didn't S&f you couldn' t get another 
tax bill. I said you couldn' t get a tax bill taxing 
'43 incomes. 

H.U.JR: Yes, that is rignt. 

MR. PAUL: That is quite different . 
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H.II.JR: Yea, but if we put on - I thillk neeyb~ 
h agreed here 1.t you put on a compulsory aal'inga 
amendment in the Senate to the Dough ton bill JOU won 1 t 
get any kind of a tax bil l this 7ear. 

lm. P!UL: The nrr theory of doing it would be 
70u are not going to get more . 

H.II.JR: You don't get a01 additional revenue, and 
I say you won't get one next year, either. This is your 
last chance of this Roosevelt administration to get a 
tax bill through on income of cor porations and individuals -
increased tax. 

J.IR. P!UL: They were very hostile to t hat. I urged 
that there should be an addi tio.nal tax on corpora tiona . 

H. li.JR: Look, would Jesse Jones want it? no. 
Would J~ &,rrnes? No . 

lll. PJ.UL: Jillmcy- Byrnes, no. The man that argued 
moat against it was Eric JobJ:uill>n. 

H.K.JR: Chamber of Commerce. (Laughter) 

And the fellows you had for it were who? 

IIR. P!UL: Gl"een and Patton. 

IIR. SULLIV .lN: 0 I Neal? 

IIR. P!UL: lo. 

B.II.JR : Who for it, <Jtoeen, Patton of the Farmers 
Union, and 'llbo else? Wasn't Davia for it? 

KR. PAUL: 
1111 be wrong. 

. IIR. BEU.: 
of it. -

I dcm' t thiDk he exprra'sed a Tiew. I 

I thoupt Jones was a ~tfle in favor 
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MR. PAUL: Davis , t o ~ surprise, expressed himself 
strongly against the sales tax. 

MR. BELL: He is a labor man. 

MR. PAUL: His history doesn' t show that, Dan. He 
is a very successful patent attorney in New York City, 
one of the biggest ones there. 

H.M. JR: But very pro-labor. 

MR. BLOUGrl : I don ' t think, personally, that it is 
very hard to answer the questions you have put up. 

H.J.! . JR: !low would you answer them? 

MR. BLOUGH: What was the first one, should there 
be another t ax bil l? Of course ther e should be another 
tax bill. We have always assumed it from the beginning . 

H. lo! . JR: All right . Should we try to do anything 
in the Senate now? 

IIR. BLOUGH: }.ty answer to that , for the thi r d time, 
is no. I don' t think if you put something on in the 
Senat e it means you have accepted the idea there won ' t 
be a tax bill. I don ' t believe anybo~ is accepting 
that idea. I think everybo~ is expecting a t ax bill. 
I think the country woul d laugh at the administration 
if you didn't get one, and I think that the pressure can 
be put so strongly on Congress that you will just have 
to have one . 

lm. PAUL: When you say "tax bill" do you mean a 
tax bill taxing all '43 income? 

MR. BLOUGH: I mean a tax bill passed in ' 43. I 
didn' t say what it applied to. I think that such a bil l 
should be passed and such a bill can be passed. 

MR. PAUL: If you put it that way, I think it can. 
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MR. BLOUGH: I see no reason why this compulsory 
savings, if it is going to be in the picture, can't be 
put in that bill just as well as being hooked onto pay
as-you-go. I think that pay-as-you-go should have been 
in conjunction with the tax bill. That is water over 
the dam. I am opposed at this time to messing up this 
pay-as-you- go any more by hitching anything onto it in 
the Senate. 

H.Y. JR: I am perfectly willing to sign my name to 
what Roy just said as to what my policy is. 

MR. BELL: You would say that you want a tax bill 
this year? 

1/R. PAUL: Certainl7. 

MR. BELL: Evorybody would agree with that. !low, 
the quest ion is whether you can get taxes on ' 43 incomes; 
if you can get those , yes . 

H.Y.JR: At least try it . 

MR. BELL: Try it, and that makes the record clear. 

H.M. JR: On the record, try. 

!I.R. BLOUGH: 'nlat is the thintt Paul said he didn ' t 
think could be done , and I agree 1nth him. 

YR. BELL: He d~dn ' t say "shouldn' t" be . 

YR. PAUL: I wasn't asked that question. 

llR. BELL : You still feel that an attempt 'Should be 
made to get taxes on '43 incomes? When the . Secretary 
goes up and recommends taxes should he talk about '49 
incomes? 

MR. PAUL: I think there should be taxes on '49 
incomes . I don ' t think you have a Chinaman' s chance to 
get them. 

40 
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H.M.JR: I should recommend it. 

Jm. BLOUGH: I have some doubts in rq 0'1111 m.ind. I 
don't mean to take the policy position here--

J.!R. PAUL: '!hat is all right. 

MR. BLOUGH: ••• but I have some doubts whether the 
Secretary of the Treasury from ho~e on ought to ask for 
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income tax increases retroactively. • 

lat . PAUL: That is rq view. 

!.!R. BLOUGH: I think it got us into trouble, that 
the Ruml plan agitation is largely due to that retroactive
ness of the '42 act. 

H.M.JR: That doesn't have to be settled today. 

MR. BLOOGII : That is right. 

MR. BELL: That may settle itself. It may be so 
late when you make your statement that it would be 
ridiculous to ask for it. 

J.!R. PAUL: The other poifit was compulsory savings, 
wasn't it? 

H.1!. JR: ATrJ' amendment . 

MR. SULLIVAN: I think we have been talking about 
whether or not we would be willing to accept an amendment 
in the Senate . I think our position has to be very much 
firmer than that, that we have to be resolutely opposed 
to allj'thing over there . 

It is going to be touch and go as to wheth~r we 
can get these forms printed and out by July 1st, and if' 
there is any discussion of anythine else - anything new -
in the Senate, I think the chances of putting withholding 
into effect on July lst are so remote we can dismiss them 
from our minds . 
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H.U. JR: I personall7 feel this way. I take it we 
are going to get the Doughton bill through the House. 

• Jo!R. PAUL: I am not sure of that. 
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H.M.JR: Let's go on that assumption tor the sake 
of this argument. Then we come to the Senate, and I 
haven' t the foggiest idea of what the Senate will do, 
but if the administration comes along and begins to make 
amendments, in the first place you have got a picture 
now - I am out on the end of a limb on this thing; I 
put ~ name to your statement - you have a picture now, 
after all of this discussion, o! suddenly introducing 
something entirely new. 

UR. PAUL: I don' t think we should introduce it, 
anyway. 

H.M. JR: No, but I think we should be against it • 

.MR. SULLIVAN: '!bat is right. 

II.R. PAUL: If we came in n.ow--

!.!R. SULLIVAN: Anything. 

H.M.JR: Anything. 
Doughten bill before the 
on the books," 

I think 1~e should stick by the 
Senate and say, "Let's get that 

MR. HAAS: Ahd give this reason, that you have to 
have it fast in order to get it effective. 

H.W.JR: We wil l lose it. 

MR. PAUL: If you want a forecast, the information 
I fet is there is a very strong chance the Robertson bill 
wi 1 pass because the Republicans may flop for it . 

H.M. JR: But , Handol ph, I feel here - and I think 
that everybody here is with me - I don ' t know where you 

.... 
"' 
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(Bell) stand - that we should oppose anything at this 
time other than the Doughten bill or something in the 
form - a bill which will get this country current, and 
don't let's introduce something entirely different. 
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'Nhere do 70u and I stand on that? 

MR. PAUL: Certainly I don't think t he Treasury 
should int roduce anything. 

H.M.JR: No, but opposite this committee over here . 

~~ . PAUL: I didn ' t express an opinion there. I 
am trying to think now. 

H.M. JR: But you have to go back Uonday, and just 
to say v1e are taking a position--

tm. PAUL: That is right, I am trying ' to give the 
question consi deration. You are asking me, and £or the 
first time I am tryins to make up my mind about it . 

H.M. JR : Well, t ake your time . 

l.lR. PAUL: Certainly it is clear that the Treasury 
should not int roduce anything because the Ways and ~ans 
people would be very sore it you did and you would be 
accused o£ being lat e in i ntroducing anything. I£ it 
were to be done it ~ould be done by George, and I am 
not $.Ire it wan ' t be done by Geor ge. The si tuation is 
very much tied up with inflation. 

The only r eason I hesi ta te is that i£ you don' t 
get it now I am £earful you won't get anything, ani 
then I am afraid of t he inflation situation. 

llR. BLOUGH: Suppose the administration does 
nothing, absolutely nothing, it is assumed that t his 
pay-as-you-go i s what is going through the Senate, and 
then the question real17 comes down £o this: I£ George 

• •• 
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succeeds in getting an amendment under active con
sideration in the Senate committee, then should the 
administration actively oppose it. 

!JR. SULLilfAN: That is right. That is exactly 
it; Roy. 

MR. BLOUGH: You could answer the first question 
that the administration should not try to get this 
thing through. 

!JR. PAUL: That is clear. I don ' t feel we should 
move in at this time to the Senate. 

J.!R . BLOUGH: Nor should we let anybody else in 
the administration m~ve in in our place, should we? 

MR. PAUL: Not in the administration. 

!JR. BELL: Shouldn' t we oppose the first attempt to 
tack anything onto this Doughton bill? 

MR. SULU'IAN: That is the question. 

UR. BLOUGH: That becomes the real question, what 
should be the attitude i! through spontaneous action 
in the committee the matter comes up. 

IJR. BELL: We may have to change our position 
and go al ong with it. If it gets so strong, oppose 
it in the first instance. 

H.V. JR: Oppose it vis-a-vis B,rrnes, that is the 
question. On Wonda,y you are facing that. 

MR. SUU.IVAN: Oppose it all the wa,y through. 

(Discussion off the record.) 

44 
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MR. BLOUGH : I think it is all a little bit of mis
understanding. 
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H.M. JR : I think Randolph had better take a hietorian 
~ith him next time - he doesn 't do himself credit - to write 
up your minutes for you . (Laughter) 

!JR. PAUL : I don't have t ime to editorialize those 
memos I write to you . You have to wri t e them under e good 
deal of pressure . I don ' t consider it necessary to make a 
record or go into all the refinements . I try to dash some
thin~; off so you will be abl e to know approximately what 
went on. I think that - my judl?IJlent is that for a variety 
of reasons it would be unwise to tack anything on in the 
Senate - end I say that without prejudice- on compulsory 
savings. I mean - I am assuming I am for it- and I also 
say it i n full realization of the risk involve~ ~hat the 
Treasury revenues will suffer, what the Treasury collections 
~ill suffer- might suffer - I don' t say they will, but 
they might very well. You are taking a risk. 

MR. BELL: If we lose altoget her, you have taken that 
risk - if you lose out on a tax bill - subsequent tax bill~-

!JR. PAUL: here the risk JOU ere taking - there are 
certain collections which would be going on from, say , 
July 1st, or August . 1st tnrough the rest of the year. I f 
you succeeded in the Senate, you won't get it . That is your 
risk. 

Now, I certainly expressed no opinion yesterday on 
this question at all, so I am not at all precluded from 
taking a position Monday. 

H.l.' . JR: ,Just restate it . It isn't quite clear in 
my mind whet you propose to say. 

!lR. PAl'L: Maybe it isn't in111y mind. I am addressing 
myself to the question of whether we should be in 
I won't say infr oduce - be in favor of adding so~e to 
this pre sent pending bill in the Senat e or whether we 
rather be in favor of quickly disposing of thi s present 

, .. 
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bill limiting that bill to what now is contained in it, 
On that question my judg111ent is that we should not be in 
favor of complicating the bill with any addi tions in the 
Senate, and I say that with realization thet we are taking 
a risk that t he Treasury colleotione will suffer. 

H.M. JR: But that means in my language that if we 
actively oppose any amendment to the Dough ton bill it passe a 
in its present form . 

l.ffi . PAUL: I don 't know what I would feel on that . 
Suppose George comes up - I am trying to think about it 
practically - suppose George comes up in favor of the 
twenty billion dollars - it is hard to answer that question 
unless you know what the addition is . 

H .l~ .JR : Let's just put it across the street - J,:onday . 
~e don ' t have to - I mean , the ~resi dent might do something 
without asking us at all. Then that would be something el se 
again . But you haven' t answered it to my satisfaction . It 
is one thing to say we will get the bill through quickly; 
another thing is, across the street l!onday are we in favor 
of adding an amendment to the bill, or say, "No, we want 
this bill passed in order tba t Y18 can get on a pay-as-you
go basis as rapidly as possible . " 

lo!R. PAUL: Putting it that 'lay, v.e ought to be in 
favor of passing it quickly and not putting it lightly . 
But the other question was that if somebody introduced -
if George came in with an amendment, say, twenty- billion
dollar compulsory savings, I am not so clear that--

H.M. JR: I am not asking--

MR. PAUL: No use having any ten-billion-dollar com
pulsory savings, because you would lose income . What you 
would get wouldn't be worth it. 

R.M. JR: I talked to George in terms of the bigger 
one. When you get out and figure it, it is ri diculous . 

•• • 
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MR. PAUL: Fifteen is the figure George mentioned to 
me . 

H.M. JR: All you have to do v.itb Geor~e is take out 
your pencil and say that so much is your Wlthholding6 so 
much this, and so much tbst,and then ask him - say, I am 
no t asking you to commit yourself whether you are for or 
against compulsory savin~s . ~e are talking about unknown 
quantiti es, four billion or twenty billion . " 
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All I am saying is the Treasury ' s nosition - where I 
would like to have the Treasury's position is that we are 
for the Doughton bill,to get i t through just es quickly as 
possible wi£hou t any amendments. 

~R. PAUL: That is true with any amendment. 

MR. BLOUfrH: You mean hitching on anything that doesn' t 
involve pay-as-you-go? 

H.M. JR: That is right, or put it through in a way--

MR. PAUL: I am for that. 

H .l.l . JR: ••• to get this country on a pay-as-you- go 
basis just as promptly as possible wi thout introducing any
thing new. No~, are we together on that? 

MR . PAUL: I think that is the wisest thing to do, and 
there is nothing there to prevent my taking that posi t ion, 
because I didn't express myself on that question yesterday . 

.... • 

IIR. SULLIVAN: I think you ought to know that Senator 
George' s position on for ced savings is based upon the feeling 
that if there are very widely held Goverament bonds the people 
~ould prevent any subsequent administration fran repudiating 
in any way the repayment of our securiti es, and I think tbet 
,.ben Senator George discovers how widely they are now distribute 
he will find out that his own objective has already been 
acco.npli shed. 

H .M. JR: Well, I am sorry that they had to bring this 
thing up while the bond dr i ve isn't even over and we don 't 
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know what the results are , and also before we have even 
6otten this bill through the House, because you know - we 
all know in thia room - that with the exception of t he 
Treasury, you just can't go out and sit down wi th a cross 
section of the people like that Chamber of ~ommerce fellow--

YR. PAUL : That is the reason I didn't want to mention 
any figures. 

H.M. JR: The Chamber of ~ommeroe fellow will tell his 
board of direct ors , and O' Neal his, and Patton tells his 
board, and we will all be in the dope sheets over the week 
end whi ch you will get Monday- Goldamith, and wbaley-Eaton , 
and Kiplinger, and all t he rest of them. 

Shall we leave it? Rave we covered the ground, Dan? 

MR. BELL: I think so . 

i.ffi . PAUL: The program. 

Ml\. BU.L: Can't Randolph say over there Mondal t hat 
he would like to impress upon everybody that this bill is 
pending,and that we are discussing this in a confidential 
way, and nothing should be said to interfere with that bill? 

~ PAUL: Byrnes said that. 

MR. BELL: Can' t you reit era t e it? 

MR. PAUL: Sure. 

H.M.JR: Is this a full meeting of the committee? 

J.{R. PAIJL: I don't know. 

~· • 

MR. BELL: They weren't all there, but it is praotioaJ.11--

H.M. JR: I mean Monday. 

MR. PAUL: I think eo . It wasn ' t made entirely clear. 

H.M. JR: I mean , I coul d go if I wanted to? 
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MR. PAUL: I don ' t kno~ what the views are about that . 

MR. BELL: There is a meeting of the committee Monday 
to hear you on forced savings? 

MR. PAUL: No, Marriner was pressing for going on the 
record right then, and there he was, talking about com-
pul sory savings vaguely, and he didn!t know what he was 
talki ng about - which kind of a plan . So I said, "Yihat do 
you mean" - this, or that, or the other thing. There were 
several ki nds of plans . \\'he r eupon they decided the~ oouldn 1 t •• 
make it a blanket endorsement . They wanted to conSlder 
specific plens . 

B.M. JR : But you told me when they invited you that they 
said they called me firs t , a.nd then you went through the 
rig;narole . 

MR. PAUL: They called you first , Byrnes said. 
don ' t know whether he did. B,yrnes tol d me he t r ied 
you . I will show you the conversation on that . 

H .M. JR: Well, it is not - l ook--

I 
to get 

MR. PACL: I suppose he did 11hat he said he did. 

H.lo! .JR: I could go there because I am a me:nber of the 
committee, but I am not going to go . I will let you rep
resent me. 

MR. PAUL : If you would rather--

H.M. JR: No, we will l eave it just that way. 

MR. PAUL: The proposi tion is to particul arize thei r 
minds on what forced savings means end say~ "If you want 
forced savings here is what you can have . One plan, of 
cour se, is a fiat thing like our apendings tax . Another 
one is the one we drew up early this year, Roy, and they 
didn ' t understand any of that . I didn ' t want them to vote 
on it • . 

H.M. JR: But the point is, we deci de here now we don' t 
thi nk that this is the time t o di scuss i t. The t ime to 
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discuss that thing is when we take up another tax bill, and 
not in connection with t his pay- as-you-go bill . We are 
together on that, aren't we? 

~!R. PAUL: That is right. 

k.M. JR: That is all I am trying to say. 

MR. PAUL: That means, of course, thA t if you are going 
to collect on '43 incanes the quicker the tax bill is taken 
up the better, because it wi l l take months to Eass . I don ' t 
think you should ask for a tax on income already earned. 

H.M.JR: The opinion here is that t ha t is a question we 
didn 't discuss, end no commitments were made anywhere here 
on compulsory savings . I want to take a fresh look at it . 

~ffi . PAUL: I do, too . I am not being cete~orical about 
that . I expressed no opinion on compulsory sav1ngs. 

MR. ~ELL : Vfuy shouldn' t you try to avoid a vote on 
this thing? That is unusual anyway for this committee to 
take a vote . It is not a voting caru.ittee. They never 
express their opinions for the record at all. The whole 
discussion is advisory to B,yrnes . He makes up his own mind 
on what the board does, end the meetings and everything are 
advisory . 

So I don't see why we should get a vote or en expression 
of opinion from this group on forced savings at this time. 
~hy can't we suggest tha t after you go over all these plana 
the Treasury would like to discuss tnis at a l ater date when 
the tax bill is up for discussion? 

MR. BLOUGH: I would like- -

MR. BELL: As well as when it goee into the tax bill. 

MR . PAUL: It might be possible to postpone i t until 
after the tax bill is passed . 

MR. BLOUGH : May I take the opportunit y to say here that 
it seams to me we owe it to the coun t1"y to make a very strong 
campaign for a very str ong tax bill the minute thi a pay-as
you-go ~business is out of the way, and that we 

•• • 
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ought to be laying our plana ahead of time; that we ought 
not to let Stam or Doughton or anybody else try to shove 
this thing over until August; that regardless of our own 
personal comfort in the matter, the situation is getting 
bad &O far as this fiscal picture is concerned; and that we 
need to get at the tax bill immediately. I don ' t think we 
should say anything pub.iicly until the pay-as-you-go is out 
of the way, but the minute that is out of the way, I think 
we ought to work and work hard. 

H.!.I. JR: I am in total agreement . That is what I 
would like to do. 

lffi. SULLIVAN: .. hen these l.ongressmen get back home 
after talking with the ordinary fellow on the street, they 
will be much more recept ive to a new tax bill than two weeks 
ago . 

H.M. JR: I was ·coming down this morning to have a nice 
time and a nice chat, and I am exhausted. So, if there is 
no more , I would like to stop here. 

MR. HAAS: '-ouldn ' t this meeting be postponed? Is t hat 
a legitimate question? 

WR. PAUL: I might be able to postpone it until ~ednesday. 

H.Y.JR: I think that would be good. 

KR. HAAS: I mean, after they pass the bill. 

IIR. PAUL: They will want to--

H.M.JR: .. by don't you try for a postponement? 

MR. PAUL: I don ' t think there will be any trouble until 
Wednesday, but I don ' t think you can postpone it until after 
the whole bill is passed. 

H.M.JR: No, no ; that is all right . O.K. 

MR. PAUL: I wiH call Byrnes and suggest it be put 
to ledneaday. 

H.Y.JR: Will you do that? 

MR. PAUL: The bill will be voted on Tuesday • 
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KMJr: 

T: 

T: 

HM.rr: 

T: 

HMJr; 

T: 

How are you, air? 

Fine. How are you all? 

Very well indeed, thank you. 

How do you like Mexican food? 

Well, the t ood wae very good. 

It wae? 

Ub huh. 

May 1 , 19~3 
12: 3g P. M. 

Good. Look, I'm sending you over after lunch a 
letter to the President which givea him a deecrip
tion or thie tex bill that' a coming up Monday be
tore the House • . ••. 

Yes. 
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• ••• and I thought he might like to glance at it over 
the week-end. 

Ub huh. Fine. 

It - if you'd give it to him. 

Indeed I will. 

And i ! you'd say to him that any help he can give ua 
in the Houee to get the thing through will be greatlY 
appreciated by ue. 

Yeah. 

And last time he call ed Lyndon Johnson •••• 

Yeah. 

• • .• although- which vee very helpful . ..• • 

I t was? 
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:teah. 

Should he call Lyndon again or has he any other 
id.eaat 

No, Lyndon Johnson - it he' d call h im Monday 
that will be - and I think maybe J ohn McCormack • . 
Yea. 

Those two. 

All right . 
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Well , there're three r eally- I don ' t want him to cal l 
all- but it1 e Raybur n, McCormack and Lynden Johnson. 

Right. 

And it he hae time Monday, - it would - i t would be 
helpful. Because we haven't •. •• 

Might even do it Sunday. 

Sunday would be tine. 

Yeah. All right, tine, Mr. Secr etary, I' ll make · 
a note or i t and it you will eend that over to me 
I 'll take 1 t up with hi m ae eoon ae I have a chance. 

I t will be over right af t er lunch. 

Right, e1r. 

Thank you. 

All right. Goodbye. 
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14' deer J.!r , Prelide.nt: 

I u u nd1ng 701.1 herewith a •-17 

ot the Tax Bi ll which will coae up before 

the houae on Uonda7 and Tueada7. 

Youra ainoerel7, 

'!he PJo .. taent , 

!he lbite Houae. 

lci&Ued) H. Morgeothae,lr. 
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!!6. :15-$0 

58 

Secretary Mor~nthau announced t oda¥ t hat tho Troaoury tully 

aupnorts tho current tnx payment plan introduced by Chairman Doughten 

and recently reported by the !>'are and M&~~.ne Co:ulllttce to tbe l!oueo nf 

Reprooent~t1 vee. If t bia bill becoaea l&v , Al:lerican tuperGro vUl be 

P&¥1.Ag thai r income te.xeo current!¥ before tba end or 1943. In orda r 

t o make the ahift froa t ba proaent a;rot .. t o tba nov erote" v1 thout o .. r-

burdening t~xp•~ora, the bill prop~••• t o roduco tho 1942 tax to 1941 

levels and t o give tho tnxnayor. tbree y&nra in vhicb to pay tho roducod 

tu. The Marc!> and June inotdmenta p&¥ablo in 1943 'fill be trootad 

u current 'Paymontl of 1943 inco10e tex, en<!. vithbolding of t he i ncomo 

tax fro" -· end ular1ea vill begin at a 20 percent rate on J uly ln. 

The 20 percent v i t hhe1d it not an additional tax, but l s oerely a aeana 

of collecting t ho re~lo.r inco"" and Victory taxoe . 

Tho bill, in effect, recompute• the t nx on 1942 i ncome• at 1941 rate a 
end execmtiona, a11d ooneell the difference. Treuury fisuro • indicflte 
that the bU~ vill c~tncel $4.7 billion of the o.ggregat e 1942 tax lia
bility of $9.5 billion vhicb r emain after toldng aceo11nt of tho a-peeia1 
prov1e1ona for aUltery peraonnal . 

'l'ho roJI&ining $4.8 billion vUl be collec ted o..,.r tho perloo\ !roo 
1911.4 to 1946, tbl.la prov1d1Jl& $1.6 billion a 7ear o f t he ado:le4 eolleetlona 
110eded t o t1nance the ""r. D1aco11Dtl proYided t or '()8¥ing taxea abe•d or 
t1DI Vil1 probab1t a~eed up pa;rmenta ao thet the increeee in collection• 
for 1944 ~ 1945 vill \- • ...,n greater. 

~-----
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Restoring 1941 re.teo and exmptiona tor 1942 inecmes and holding ott 
the application of 1942 rates and exmptiona until 1943 'l'd.ll cancel the 

entire 1942 tax tor 7 million Nl1f taxpayers at the botto. .. ot the income 

scalo and substantially reduoe the 1942 tax tor the (ll'llat bulk of the 

remaining taxpayers , For a married person 'I'd. th no dependen t,!l 1 
· the tax 

reduction on a $2,500 net inc01118 is 6) pe1·cent ' ot tha 1942 tax; at $51
000, 

it is 52 peroentJ at $10,000 it is ~ percentJ at $25 000, it i s 

26 percentJ at ~00,0001 it !e 18 percontJ and at 31,000,000, it ;La 

14 percent . T8J<pa;yers 1n the lower brackets , who are least able to 

provide in advance tor taxes, are r;1von the most rel iot .i.n percontece 

tem.s . 

All members of the armed forces will be antirel;y exempt from income 

taxation en service ~up to $31500 . 

The reduced 1942 tax will be ~able in three iruotelmonts 1 the first, 

by tlarch l 5l 1944; the second, by tlaroh 151 1945; and the third! by 

llarch 15, lWI> . HOII'over1 taxpe.Jere anxious tc pay up their 19~ taxes 

ldll be gi von the incenu ve of discounts tor pe;ymnt in advance ot this 

schedule , '!'he person 'IIllo paJB the !Ull amount ot his tax on or before 

!Larch 15, 1944, 'Will (let a 6 percent discount, Thoso who pay tho full 

re::IAI.ning Mount on or be! ore t.larch 15, 1945, will got a discount ot 

2 percent of their total liabUity, or 6 percent o! thei.r remaining 

liability, In cases of hardship, the Camniseioner of Internal Revenue 

is aut.'ltorized to grant extensions totnllin(l ) years !or any instnlments 

ot the reduced 1942 tax. 

Tho reduced tax and the effects ot the discount provisions are shown 

in Table 1, while total incomo and Viotor;y tax payments in 1941, are ohown 

for selected level s ot incane in Table 2 . 

As a convenient means of pa;yina income taxes currently 1 the bill 

provides for collection at oource, or withholding, from wageD and salaries 

to boein on Jul;y l at a rate of 20 percent . This rate consiots of 

) percent for the Victory tax and 17 percent tor the incaoe tax, and 

applies only to the oxoons ot the total wage above exemptions Gnd en 

allowance for deductions , Tho Victory tax exemption will remain at ~24 

for all ihdividuals
1 

and the exer.~ption in withholding income ta."<ffs will 

bo the re~lar $500 tor a ain&le person, $1, 200 for a IOilrried person, and 

an additional $)50 tor each dependent, each increased by 10 percent ~o 

allow for avorage deductions . 

Eo:playere will be provided with specW tables to a1.mpl.1.!;y their 

'l'd.thholdin{: taek . Those tables will inclicate the combined tax to be 

withheld for each waco bracket according to the exemption status ot the 

employee . 'oll!d.le collection at source applleo generally to wae;os and 

salaries, MD>nOretion paid tc da:wstic servants 
1 

Clen in tho anood forces , 

farm labor 
1 

and a tow other limited classes are not subject to witbl1oldil,g~ 

Such Olllployees ·will ~ their taxes directly to the GowX'11111'lnt on tho 

ot oun-ent estwtes ot inca!le • 
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A separate syst<ml ot currant peJ'IIIIInt b p·o'Wided for 1nea:ooa not 
subject to witbhold1nc under the C<lmmittee Bill . Such 1nccnes1 exeoptinc 
t&no 1necce 1 must be ostill!atod on l!areh 15 ot each yc:lr and the ta.Y.oo 
thorocn Cll!Jt be paid in qu&=--.3rly instablenta or earlier. In col'lpUting 
the tax an the catimatoc11Mome each :yoar, ellomUice will <le l'l'lc1o for • 
mounts 1t an:r, to be collected at source • 'lbo te.xpayer will be pa~ 
od ttod {o ro'Wi.ae his oatl.roata ot tax during tho year and t o increaee or 
decrease his relll81ning insta-nts for tho .year. 

A. special rule pormita farmers to pe.y their taxes e.t "ffY time before 
Dee0111ber 15 ot the ta.x&blo year on the grounda that they do not hA~ 
a reliable baei a tor 1'oreeaetinc their. in comet . They nro 1 hawever 1 eiven 
the option ot pa)'illll their texas in instalmente • 

Penaltie• will be applied for gro3S undaroathates ot current income 
Md tax . Talcp~ra other than taroers are •·oquired to pq currently at 
least SO percent and .tnmora at least fi>-2/.3 percent of the final tax 
liabili~. To tho extent that pey1:10nts fell ahort of these pereentssoa, 
a penal.ty ot 6 percent is applied. 

The system ot current p~nt ot taxes not withheld at source will 
eOille into operation c:lurirlb the third q,UArter ot 194.3 to parullel the 
new withholding system ""ich begins July 1 . 

In the opinion ot tho Treasury, the Canmittoo Dill will make inco1ne 
taxse fa.r eaaisr to pq. At the same tw it will •trengthen the Federal 
rewnue system. It 'll'l.ll tit te.'t ~nt dit'eotly into the budgets of 
the cilliona ot Sl:ltll. income recipients • 'l'a.'tOs will rise and tall u 
inc0010 rises and fello t'l'Or\ wek to week and r.10nth to month and will 
atop when inccm11 stope . 

By proYiding a true pay-aa-you-go syotet~, tm bill 'll'l.ll bring in 
rownue more certainly and ~:~oro pranptly thua helping to curb inflation. 
Without exces•ive doublinc up and without remittins undeservud windtell~, 
ths COIIIIIittae Bill will definitely illlprove tho t:lx syu tcm !'or both the 
ti\Jcpllfo r and the Oovernr.ent . 
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Table 1 

Reduood 1942 inCOM ta>: ~ r.fter discOW\ta under H. n. 25?0 if paid 
by Tarious dates 

Not incane 
before 

personal 
exemption 

y 

$ 1,200 
1, 500 
1, 800 
2, 000 
2, 500 
3,000 
4,000 
5, 000 
6, 000 
s,ooo 

10, 000 
15, 000 
20,000 
25, 000 
50, 000 

100,000 
500,000 

1,000, 000 
s,ooo,ooo 

l&Arried person - no dependents . 

• 

Reduced 1942 
tax under Reduced 1?/~ tar. after 
H. R. 25?0 discounts in Section 6 
if paid by : of H. R. 2570 it paid bY 

:!'.arch 15, 1946: !larch 15, 1?44 : 1'4rch 15, 191,5 
: (No discount ) :(Discount Qf 6%) : (Discount of 2~) 

$ 22 
40 
B6 

1)2 
2)6 
358 
505 
861 

1, 292 
2, ?05 
4 , 5fll 
6,824 

20, 393 
52, ?0) 

)45, )94 
?)2, ':rl4 

3, 922, !!4.4 

$ 21 
)8 
8l 

124 
222 
)Yl 
475 
009 

1, 214 
2, 543 
4,306 
6,415 

19 , 169 
49, 541 

324, ff10 
688,~ 

) , 6ln, 4?) 

; 21 y 
)9 
B4 

129 
2)1 
)51 
495 
B44 

1, 266 
2, 651 
4 489 
6:6as 

19,985 
51, 649 

))0, 41!6 
?18, 21? 

) , 844, 387 

Treaeuy Iie!"'rtnent , llivision of Tax '!cscarch April 20, 19/,) 

l/ Exclusive of Victory tax . 
Y..' t!axit.nlr.> earned inclln<t aaeuned . 
'jJ The exact acount ~able would be ~21 .56. 
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62 -- . fable 2 

fax pe.r.oenta end offe c\he rateo 1111de r K.l!. 2570 at • elected lew 1t of ne \ t ncoM 
1n calendar 1ear 1944 aoollalJIC (a) t&zpqer uallt hiatelt of no 41ocoont and (b) 

tupepar .... n. h1a .. 1f of tbe ~ d1tco11nt 
lltltr1•4 per..,,. - DO dlpendenh 

Yet income: In como : iiotosy t Jiiiiiii;;e<! i'JQ tu: pe7able : fO t al tax P&1-
before : t u: r tu a!ta~l 1a 191!11 I abl e 1111~ 

peraoaal : Uab111t11 poot_,.r 1 tt ao ila- 1 ftfiJ I If 110 I 6J 
tlDiorpU on : on 1944 1 ortl!.lt 1 eooaat h tdtlnl 41ocoont l d1tco11nt : 41ocol1t>t 

!J 1n~• : gj : (O..~~M of : 1a taken 1 1t taken 1 h taken 
: r.dnod tu:l 1 ~l I · 

~' 2t ~l! 

• 1.200 - • 21 .. $ 21 • 21 
1,500 $ 48 ~ 79 1~ , . 1, 800 103 • 7 lJ/ • 21 151 §j 
2,000 lliO 118 13 38 201 22 
2,500 232 65 29 8l ~6 378 
3.000 324 81 44 124 9· 529 
4,000 532 1.15 79 222 726 869 
5,000 746 11111 119 

'~ 
1,013 1,231 

6,000 992 . lSI. 161 1,341 1, 648 
8,000 1,532 248 217 809 2 ,067 2 ,589 

10,000 2,152 ~ 431 1,214 2 ,898 3 .681 
15,000 4,052 902 2.543 5.435 7.076 
20,000 6.452 648 1.527 4,,06 8, 627 ll,4o6 
25.000 9,220 S15 2,275 6, 15 12 ,310 16,~0 
50,000 2·328 1 ,747 6. 798 19,169 33.873 46,2 4 

100,000 ,o6o 4, 524 17 .56~ 49.541 86,152 118,125 
500.000 414,000 26,747 1~,131 324.670 555.878 765. 417 

1,000,000 1!54,000 45.000 JJ. 2 ,291 61!8.902 1,143.291 1 ,587.902 
5.000,000 4.374.000 125,000 JJ 1 ,307. 615 3.687.473 5.1!06,615 8, 186,473 

zt!ecUn rattt 

1,200 1 •• 1.~ 1 •• 
1,500 3·~ 2.1 5·, 5-3 
1, 800 5 ·7 2. , 0.4~ 1. ~ 8. 9-2 
2,000 7 .o 2. 0-7 1.9 10. 1 11.3 
2,500 9·3 2.6 1. 2 ,.2 13.0 15.1 ,.ooo 10.8 2. 7 1. 5 .1 15.0 17. 6 

,000 1).3 2.9 2.0 5·6 18.2 21.7 
5.000 14.9 3•0 2.4 6.7 20.3 24.6 
6, 000 16. 5 3.0 2.8 7-9 22.4 21.a 
8, 000 .19. 2 ).1 ).6 10.1 25-8 32-

10 ,000 21.5 3-2 4.3 12.1 29.0 36.1 
l 5,000 27.0 3-2 6.0 17.0 ,6.2 47.2 
20,000 32·3 ) . 2 . 7.6 21·5 3-1 57.0 
25. 000 36.9 3· 3 9.1 25-7 49. 2 65.8 
50.000 50. 7 }.5 1).6 ,8.3 67. 7 92-5 

100,000 64. 1 4.5 1T.6 9-5 86.2 118.1 
500,000 82.8 5·3 2,.0 64.9 111.2 153.1 

1,000,000 85. 4 "· 5 M 2 . 4 68.9 114.3 158.8 
5.000,000 87-5 2.5 26.2 73·7 116.1 163.7 

'l'rt~aury !lepr.i-tmi.n"t, 'll'httlon of ::!AX ll.,.earoh April 28, 1943 

Sea !oot notet D41l<t ~· 
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tabla 2 (don~. ) 

!/ Mex.l111ue earned Mt lneome aaewoed. 19411 ~~~~ lnco'"' auwood ~o be .... 
ae 1942 net lncoee. 

g/ Ae aumlng groao income to be tan-nlntha ot net income. Jat Victor, t ax 
11 uoed on oeeUJD!>Uon tbat t axoaye r · roce1Yet currant 'bene!l t of 'PO•t war 
crodl ~. 

l/ Teklng lnto account eaxlao~ ettec~l~ ra~e 11m1tat1on of 90 percent on 
combi ned net l~~eo• and Vio'tol)' tax:' 

':} '!'he e xao~ IJ>O\Ift~ pa,yab1e would be $7. n. 
5J The dhcount of 6 percent to allowd· lt tha enUro a110unt of t he reduced 

tax t or 1942 to paid on or baton Marcil 15, 19411. 
§} Tbe al<llct uount pej'eble 100uld be $1~1 .)3 • 

• 
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TREASURY DEPARTMENT 64 

INTER OFFICE COMMUNICATION 

DATa llay 1, 1943. 

To Secretary ~orgenthau 

FROM Harold Grav~ 

If you have not already seen it, you might like to look at 

Tuesday's issue of the Cedar Rapids Gazette, attached. 

• . . 
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65 
TREASURY DEPARTMENT 

Boe. Harold N. Gra ... o 
.Uoiot&Dt to tho Socrot&r)' 
tnaa...,. DeparUiont 
lla1A TNaourr Bulldinc 
'iashin&toa, D. C. 

Doar llr. Gravell 

WAR SAVINGS STAFF 

At llr. Clork'o roquat. I &Ill oncloaing a cop7 ot tbo 
c.clar Rapi.da Gt.&etto wbich carriea oonaiclorablo 
co.,.r&&• ol tho appearance ol Socrot.&r)' ol tbo 
!Naa...,., H1m7 lloraollt.bau, Jr., at Coclar Rapicla. 

We tboucbt rou wolll.cl be intor&at-.1 1n oMing tbia. 

CRD:IIA 

S1ncorel7, 

c::: . ~ . 
c. R. Dueller 
Publicitr Director 

( Iowa Oftico) 
War Sa'WiAco SW! 
Tr.asuey lleportaoct 

AprU 28, 194:3 
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(81rned) H. Mo~ntban, Jr 
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i 1l e in Diary 

Initial ed copy to Bel l 

By Sturgie 4:45 5/3/43 

(1nit1sled by s.P. a nd ~iS) 

... • 
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TREASURY DEPARTMENT 

INTI!R OFFICE COMMUNICATION 

DATE 

April 21 , 1943 
ro Secre org..,~ 

FROM Stuart~ ~\-: 

~A plan, aiailar t.o t.ba o~~e here <liacu .. ed b7 John Fr&JII<lin 

Cart.er, waa propoaed at. a r8illl&r •"Una ot t.ba War Sa'rine• 

St.atf o011e t.i.ae aco. The idea waa rejecteci because t.be war 

Savin&• su..op. purcbaaed and paated on b<>llba would be contr1bu-

t.io.oa b)' t.ba purcbaaero and t.bere would be no return a...Uabh 

t.o t.be innat.oro. 

Thio oa..a t.o •• t.o be a Talid reaoon 'IIDicb I will ba glad 

to p110 along t.o llr. Cart.er if 70U eo daaire. On t.be ot.ber hand, 

it 70U 'll'iah to reopen the Mtter tor recono1derotion, we will ba 

glad t.o cio eo. 

j) ,.... 
)V"t 

,.I" 

j, 0 r:t :· ~vrB 
'\ " ' , ~ (" L·l'~ 

,( -

..... 

.. . . 
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THE WHITE H OUSE 

WASHINGTON 

April 19, 1943 . 

MEMORANDUM FOR THE 

SECRETARY OF THE TREASURY 

FOR YOUR INFORMATION AND 

RETURN FOR MY FilES, 

F.D.R. 

68 
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.JOHII 7IWIXLIJ CAR1'Eil 

1210 J a tional Proto Buildinc 
VaehiACtOD, D. Q, 

.A.pril 13, 1943. 

UP<II! OJ BRI!ISII WAI-JUID lllmiODS. 

While in Otta~a loot ~eok, Lo~o Clark, our Char&e d•A!tairoo, 

69 

... -
oucseated to ae that ~r Treaourr aicht aako uoe ot a aethod oa plo7ed h7 

air-hoah 1n ooae p1bl1c place and in.,ito tho JlUhlic to buJr ~ar-ot•po 

and paote thea on tho hoab. When the boah 1o co ... red ~ th the otupo, 

it 1o tilled ~ith uplooi're and dropped on Gera&n7• In thil ~. 

oot only 1o the p1bl1c sinn a oeue ot acthe cooperation hut no 

charce 11 incurred h7 tho '1'reaour7. 

Perhapo Mr. Morcenthau vould he interoated ill tbio ougootioD of 

Mr. Clark. 

s/ .r.r.c. 
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TREASURY DEPAR'TM~ 
INTER OFI'IC£ COMMUNICATION 

70 

DATC Ka:r l , 194) 

TO• Seoretar:r Korgenthau 

••oM• Robert A. Le Roux 

LOS ANGJ!ZS 

While the situation in Southern Calirornia was dismal up 

to two weeks ago, there are two tactors being credited with the 

gratitying results in the southern Calirornia Second war Drive. 

The report by the President as to the execution ot American 

pilots ot the Doolittle brigade gave a strong ~etus to the 

campaign, and then came the visit to the State ot Calitornia or 

Secretary Morgenthau and his presence added to the enthusiasm 

ot the wor kers in the state generall:r. 

On Priday night , April )Oth, the closing date ot the Dri ve, 

Southern Calirornia had exceeded its goal ot 221 milli on dollare. 

Reports were being received trom many organizations and industries 

and buaineaa til'IU ae to additional. puroha .. a and when theee 

, . 
• 

raporta are compiled, the over-quota eubeoripticna may exceed two 

million dollara. Credit tor thia d~volvea on the aplendid etatt with 

which State JAainietrator Kills has surrounded h~elt. All are 

tireleea in their etrorta and their anthuaiaaa is unbounded. 

The aplendid shoWing 1n Southern Calitornia 1a the mora re

markable when one ooneiders the eerioua handicap oooaseioned b:r 

reports ot alleged coordinated etrorta to extend a i d in the tight 

against Hitler to the detriment ot the Paoitic War etrort . 

Calitornia 11 extremel:r vulnerable and theretore ie ver:r sympathetic 
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with the expression that General J.!aoArthur in Allatralia and the 

North Atrioa front were being sacrificed, This situation 

necessarily entai led "smoothing" salesmanship. 

The I.os Angeles War Savings Statr has done a remarkable 

•selling" Job among the workers, contr actors, the airoratt 

manufacturers and other industries. 

It was pointed out by Wr. Hodge that ot 77 ,000 employment 

71 

units in Southern Cali.tornia, with a total ot 1,355,000 employees, .•. 

the Payroll Savings Plan is in et teot i n 4,849 unite, covering 

984, 334 workers. It will thus be aeen that approximately 97~ 

ot all employers ot 100 or more workers are now enrolled. Mr. 

Hodge further stated that his ottioe is now working tor the en

rollment ot 58, 000 unite or trom 1 to 5 employees, thus covering 

an estimated 162,400 workers. 

The difficulty in the enrollment ot t hese small un1ta, i8 the 

turn-over among workers . The 1.08 Angeles ottice i8 now endeavoring 

to perfect a plan whereby itinerant workers will be placed on a 

Payroll Deduction Plan and should their emplopent be so brier aa 

not to allow auttioient earn1ngs to purobase a bond , the payroll 

deduction will then be transferred to the tuture employer. Tbua 

the workers m1gbt be employed during the month by tour or rive 

firms, but deductions would bave been made by each one and the 

worker finally ha8 earned sutricient tunds tor the purchase ot a Bond , 

(It should be stated that these men are not attected by the 

freezing order , beceuse their employers are operating on subcontracts 

or brier duration.) 
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worthy or mention is the cooperation being extended to the 

War Bond PaTroll Deduction Plan by the Southern Cali fornia Chapter 

or the Associated General Contractors or America. Fi ve hundred 

contractors are operat ing under this plan and the Board or 

oireotors, through Mr. F. J. Connolly, Manager, has provided all 

employers with a detailed plan or operation tor payroll deductions. 

A mi meographed letter bas been prepared instructing the head or the 

t'irm a s t o how he should proceed in the operation or the plan. .• • 

Cards are provided to all contractors so that employees can be 

s i gned up immediately on their acceptance of employment. 

Colonel Putman or the u. s. Engineers, has prepared a special 

letter which be sends to the contractor with the notice or his bi d 

acoeptanoe and the Colonel a l so attaches a copy or a l etter, signed 

by Manager Connolly, as to the suggested procedure tor installation 

or the plan. 

While in Los Angeles I had inter views with international 

r epresentatives or the United Automobile and Aircraft and Agri

cultural Daplement workers or America (U. A. w. - CIO) ; with the 

Council ot Electrical Workers , Painter s an.d Decorators; the Steel 

workers or America; the ~otion Picture employees (AFL); the Building 

Trades and Construction council end the Ship Builders. All or these 

labor organizations are pledged to the Payroll Deduction Plan and 

they state that their individual locals ere insisting that the 

companies by which their members are employed have the plan in 

operation. Heads or various councils (AFL) were particularly 

proud or their organi zations in the \far Bond drive. For instance, 
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the Boiler Makers have purchased $200,000 in Bonde through the 

union treasury, and the Teamsters Union and the Carpenters and 

Joiners have each done likewise. 

Tbe ~usicians Union has bought Bo~ds totaling $150,000, while 

the bead or the Screen Actors Guild stated that its treasury bad 

purchased in excess of $200 ,000, and he stated that it had always 

been the policy or his organization, and others in the A. F. or L. 

73 

to invest in Government Bonds and thus keep its money in circulation • 

"Now we are putting the money in airplanes and bombs to circulate 

.. . -
to the Japs and the Germans." 

As is natural in a city which has enjoyed such tremendous growth 

as bas Los Angeles, with its war contracts in excess or $4, 000, 000,000 

and where more than one and a quarter million men and women are em

ployed in aircraft plants a l one, both criticism and praise or the 

War Savings Bonds program are heard from leaders or organized labor, 

otricials or cor por ations, vtorker s in the war plants and in business 

establishments, and employers and employees engaged in general 

construction work. And rrom those interviewed, one also receives 

suggestions as to how the program could be operated more satisfactor ily 

and with consequent greeter volume or bond purchases. 

Analyzing the situation generally, the conclusion is reached 

that despite the criticisms, Southern California is enthusiastically 

back or the war program and the method or its fi nancing; that it 

r ealizes t he tremendous cost or the war will necesaitate further and 

r egular War Bond drives, and that it stands reedy and eager to 

continue such financing. These leaders, workers and the citizenship 
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gener ally comprehend that a program entailing expenditures or 

approximately one hundred billion dollars per year will not be 

possible under any plan or payroll deductions approximately 10%, 

a.nd they express themselves as tully prepared tor increases to 

15~ , 2~ and even 25~ should this become necessary. 

Here are some statements from labor leaders who were 

interviewed: 

(a) "We oan•t be shy in putting down the coin, although we 

would like it much better if Washington could see the light and 

put more pressure on the Pacific war. We out here feel this 1e 

our war. \Ve don't know what Russi a and England and the other 

Nations will do, but we know wh.et Japan intends to do , and that ' s 

our great menace." 

(b) "Taking these .Taps from evacuation centers and putting 

them to work on some or these swanky f arms 1n the Bast certainl7 

gets our goat . These f ellows lived on our land and made their 

money here, and tor years they've been busy cutting our throats. 

When it's all over, I say clean them all out." 

(c) "The dirterential between wages, even or highest skilled 

mechanics, and prices or commodities is out or all reason. The 

workers in our airoratt industry would be perfectly willing to 

have the rreezing of both wages and commodities got back to Narch 

tirst. • 

(d) "I believe they should institute a policy of compulsory 

bond purchases rrom one'e earnings. Too many or these fellows are 

holding ott altogether and it • s not right for one tallow to dig 

down tor . a couple or bonds each month and the worker alongside or 
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him not putting up a dime. Thia is everybody's war and everybody 

should take part in winning i t." 

(e) wrou•ll hear considerable talk about absenteeism and 

loafing on the job , but the system itself, favored by the ArMy and 

Navy, is responsible. For instance, the mil itary services are 

dictating the policy prevailing in the awarding or contracts and they 

are i naisting that contracts be awarded to ti.rm.s whose workers are 

the greater part in the l ower pay br ackets. It the Army and Navy 

would discontinue discriminating against the Coast manufacturers 

which employ a larger percentage ot experienced and ski lled workers, 

then you would rind production speeded up. " 

(t) "The overall planning tor aircratt production is al l wrong. 

The Army and Navy have great pets in the East and they are the boys 

who find no difficulty in obtai ning materials and contracts. " 

(g) •No better evidence ot our loya~ty and enthusiasm co~d 

be brought tortb than the tact that here at C. I . 0 . Regional Head

quarters, our or ganizers and the ottice statt are partici pating 

100% in payroll deductions, with an average better tba.n 20\C." 

(h) "I t ' s to be hoped that an adjustment will be made to 

equalize the coat ot living with wages. For instance , the Little 

Steel formula made possibl e in i ncrease in wage or 1$~, but here in 

California, it is conservatively figured that livi~ cost e have 

increased from 2~ to 31~. " 

(i) "For many months , i t bas been the practice at all meetings 

ot the Trades Council to have savings stamps on s~e, and it! e 

surprising the total that comes in that way. " 
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(JI •In ~Trades and Construction Council , we have nine 

separate regional units, with 360 Locale, and at no time have I 

heard the suggestion that the payroll deduction plan would be more 

satisfactory it it were made compulsory. While you can leaa a 

horse to water, you can ' t toroe it to drink, and it's more 

satisfactory ~o operate under a voluntary plan." 

(k) "As a whole , the operation ot the war program by the 

Army and Navy in the fighting, and the Treasury Department in ita 

tiDancing is satisfactory. Criticism by the rank ana tile ot our 

membership is against t he War Labor Board and the 0. P. A. It 

the w. L. B. would act on disputes and the 0. P. A. control prices, 

then things would right themselves. It they'll treeze the prices, 

we'll rreeze the wages." 

(1) WWith our Electrical Workers, Painters and Decorators, 

we encounter very little trouble in getting the men .on the pa7Toll 

deduction plan. When we are sending them to their new jobs, we 

inquire ir they wish to be inoludeO 1D the payroll deducti on. And 

when assured they do , we stamp the card: 'Bond Deduction Ten 

Per Cent, • and the job is complete. " 

And hare are some statements rrom t he workers th~aelvea: 

(a) "Here a t Hollywood, t hey have the right system. All ot 

the studios clear their payroll deducti on• through 20th Century Fox. 

I may put i n two and three days each month tor ten separate studios , 

but my Bond money goes trom one to the other , and I get my Bonde 

regularly imaediately when there is sutticient money. • 
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(b) •The last war was a pink tea compared t o this one, and 

as a World War veteran, I ' m making sure that th~ tallow working 

next t o me is not a slacker in the tinancing ot this struggle tor 

freedom. In our shipyard, we don't think a compulsory plan is 

necessary because we see to it that 1t the tallow wants to stick, 

he's buying his Bonds regularly. We have our own method or 

salesmanship and it's working ettectively." 

(c) ·~en we get some complaint trom a tallow that ten 

percent ot his wages are being w1 tbbeld without his having 

signed a pledge card, we inquire: ' Why in the bell haven't you 

signed?', And he s1gns, n 

(d) '"While there have been some ditticult1ea among workers 

tor the sub- contractors , this bas been caused by some men going on 

three and t our separate jobs within a very short time. However, 

we•re remedying that through our unions and through the con

tractors themselves. Ours is quite a problem when you consider 

that moat ot these sub-contractors employ trom but three to tive 

men." 

(e) wrou hear a l ot these daya about the very high wages 

received by the men i n the airoratt industry and the shipyards. 

This high wage level comes trom overtime and working steady six 

days a week as compared to the 1940 average ot but tour days," 

(t) "The War Bond people sold many or us in the shipyards 

on their statement that Bonds are easy to redeem it urgent need 

presents itselt. I'm convinced that it every worker coul d be 

educated on that score , Bond sales would Jump rapidly. The tear 

or lack or ready cash in emergencies has held many ot our workers 

back trom mak,lng any purchases." 
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(g) "In our yard, we have a Bond Squadron, and ir the new 

worker bas not enrolled, we get arter him right away. I'm proud 

to say most shipyards have their rlaga and that's because or the 

policy or signing •em as you hi re •em.• 

In a survey or retail stores in Loa Angeles, the ract was 

brought out that these employees, moat or whom are in the lower 

wage braokats, are not enli sted in the payroll deduction plan but 

buy stamps regularly rrom their employiJ18 establishments or 

through the post orrice or banks. 

- 0 -
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TREASURY DEPARTMENT 

INTI!ft OFFICE COMMUNICATION 

DATE )lay 1, 1943 

Too Secre~ary Korgentbau 

,..., .. , lolr . WaldJaan 

Working men at the New York Shipyards (appr oximately 

JJ , OOO workers), in Camden, New Jersey; the Sqn Shipyards 

(approximately 34,000) , in Chester , Pennsylvania; and tbe 

Cramp Shipyards (approxima~ely 15,000) in Philadelphia , 

Pelllla:YlTania made the t'ollowing important ata~eaenta in con

Tersation with me: 

1. There i a a wastage ot' man boura, causing the workers 

to reel tbat our war needs callllot be eo Tery serious. 

(This statement was made only ot' t be Sun Shipyards, by 

Sun workers . ) 

2. sare~y precau~iona in ~he sun Shipyards are nry in

adequate ; t'ive men ware killed in Warob • •• not to mention 

those who were crippled in serious accidents. 

J, Labor r elatione are Tery bad in ~be sun Shipyards and 

the CIO men reel tba~ there i a discrimination against 

them, wbiob diaoriminetion ia eTidenced in banding out 

"pink alipa• : The t'irat such •pink slip" handed to a man 

b a warning. The aeoond pink al1p means that the man b 

laid ot't' t'or a week's time. The OI O aen aay that tbere ia 

1nd1aor1minate handing out ot' pink lay- ott' alipa , wbioh 

again causes tba aen to reel tbat our war needs oallllot be 

ao serious . 

... 
"" 
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4. A Negro versus white situation bas arisen at the Sun 

ShipYards. There are 10,000 Negro workers at the sun Yards, 

and the Negro housing situation is extremely bad, wbiob baa 

caused a worsening ot Negro morale. According to the CIO 

this housing problem is due to local politics wbicb is 

extremely prejudiced against Negro housing. But the CIO 

blames tbe Negro versus white situation at tbe plant mainly ... 
on tbe management, wbicb tbe CIO obaraoterizes as reactionary. • 

Tbe CIO says tbat tbe management ie surreptiously backing 

tbe formation ot a "Negro" union within the plant. 

Previously, says tbe CIO, there was harmony between Negro 

and white members ot tbe union, whiob was achieved only 

attar a long struggle with white shipyard workers wbo re

sented Negro membership in the union. But this was overcome 

••• at tbe loss ot many wbite workers wbo retused to beoome 

reoonoiled to membership ot Negroee in tbe union. Now, says 

tbe CI O, this new "raoe" problem bas arisen, at the 

i nstigation ot the management, to keep unionization out. 

5 . Wbat• s going to bappen attar tbe war? This question 

was made vocal by the sun Shipyard workers with wbom I spoke. 

The moment tbat one ~ worker brought tortb this question 

all the others (six or seven) repeated this thought and 

agreed that this weighed heaviest in tbe minds ot tbe workers 

at the Sun plant. (It I may add this note here: I got this 

same interence in conversations with workers in Baltimore, 

Nort olk and Pittsburgh. HoweTer, the Sun worker was the 
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first to put this thought into words. It aeeJiled to me 

that, elsewhere, working men hesitated to open up this 

subject tor tear that I -- as a Government representative 

would think them selfish and unpatriotic.) The sun worker 

who asked "what ' s going to happen attar the war?" answered 

hie question in this manner: "There'll be a long stretch 

ot unemployment tor us. These shipyard jobs are going to 

dry up. There ' s not muoh use 1n putting every dollar into 

saving tor a •rainy day' because, no matter how much you 

save, it won't be enough •••• • I cannot help but teel --as 

a result ot my conversations with working men and women in 

the areas I've been -- that it il vitally important , not 

only to post-war America but to America-at-war, tha t every 

ettort be made to draw up and legalize a plan to guarantee 

decent post-war employment t o every American man and woman 

who is willing to work. Such a plan in being, I think, would 

tremendously stimulate production and morale and be ot in

calculable aid in w1 nni ng the owa.r . 

At the present time I tind the following teeli.ng almost 

univeraal among those working men and women with whom I've 

spoken: •sure •• • we'll win the war ••• It'll take time, but 

we 'll win. Ot course ••• 1• I cannot help but think that , since 

the wor king men and women teel this way and, t oo , since they feel 

a great' insecurity tor the time atter the war -- as compared with 

their job security dur ing the war -- that , subconsciously, they 

may not be doing their jobs or buying War Bonds as speedily or 

• 

... • 
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wholeheartedly aa they might. They have no auch •apur" aa 

bombing raids, the t.aadiata threat or invasion or actual in

vasion ot the homeland. Aa yet, tbe casualty lists have not 

been tragic enough ~o have such an artect. So rar , the only 

such spurs have been sporadic: Pearl Harbor, the shelling ot 

the Pacitic Coast by a l ap submarine, and tpe execut i on ot 

American rlyers by the lapanese. 

6. At all three ehipyards there was a complaint against ••. 

the long delay in getting Bonds through the payroll savinga 

plan. The man I talked with said that many among thea have 

stopped buTing Bonde -- or are buying auch less than toraer-

ly -- through the payroll savings plan due to the inetticient 

way in which the plan was operating. (At the Cramp Shipyards, 

where the plan now operates very etticiently, the men wbo 

d.ropped out are very heaitant to come back to the payroll plan.) 

?. TWo other important complaints were voiced againet the 

payroll savi ngs plan operation, by the Cramp Shipyard workers. 

Said the Cramp Shipyard workers: "It a man is out sick tor . 

tour days out ot the weak -- which means he only gets a pay

check t or two days work - - the management still deducta hie 

rull Bond payment. This may lll8an that a man gate aa l ittle 

,as $1.25 t or his weekly pay. Because ot this, many men have 

dropped out or the payroll saving plan • • • " The men said tha 

they thought, it the management would institute aoae rule 

whereby a man would have no money deducted tor Bonds during 

the weak in which he drew only two or three days pay then 
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many more men wo~&ld eign up ill pa7roll eaTings. 

The other complaint Toiced waa in oolllleotion with a 

a apeoial driTa, d~&ring wbioh the men were asked to bu7 "another 

Bond this week in honor or Pearl Harbor. • The men were asked to 

b~&y their Bond by aigning up to haTe the mone7 deducted rroa their 

pay; in the same mallller as their payroll eaTings ded~&otion . 

B11t the management wo~&ld not remove the "special " Bond P"robasa 

at the end or the week. Instead, this was l~~mped with their 

regular payroll aavi.nga deductions. This seemed to the men to 

be deception and, ill many oases, worked hardship on thea. A8 a 

raa~&lt many or them dropped o~&t ot the pa,.roll eaTings plan. 

8. At all three shipyards the rate or pay was considered 

guite reasonable. A not-unordinsry wage is $100 a week. 

As a result ot this there was no talk at the New Yor k 

Shipyards and at Cramp ot the hi gh Clost ot living; and thill 

was but barely mentioned by the sun workers. 

9. There was the greatest undaratandi!!Bi ot the war uoy 

the worker• at the New York Shipyards; next at Cr-.p and 

l ast at sun. At the New York Shipyards, the local union or 

t he OIO baa spent tl)9, 000 on athletiCl eq~&ipment, oigarattas , 

e tc. , tor tha man in serTice . Tha working men baTe voted to 

give ·SO canta a month to such a tund. In addition, the man 

have complained, at union maetillga, that they ~ere not doins 

enough tor the man in aervioe. The OIO local at Haw York 

Shipb~&ilding baa bought a house, is turnishing it tor 

service man. 

• • • • • • 

•• • 
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THB SON SRIPYARDS 

Following are d.i .rect and indirect quotes gained during a 

conversation with tour working men: 

"The workers don't like management methods whioh result in 

a loss ot man hours or work. These lost man hours are due to the 

tact that t he management insists on running the plant as it was 

run betore the war. or course this situation is spotty and it 

may be due to the tact that some m~teriala are not available at 

a time when they are needed. Or lost man hours may be due to the 

tact that one <lepa.rtment 1a way ahead or the others and has to 

bold back • •• but the management doesn't take the trouble or has 

not the means to tell the workers why these man hours are lost. 

As a result, the workers set the idea that -- it man hours are 

that valueless-- the war oan•t be so serious ••• " 

Another worker said that "the management could tighten up 

these lost man hours it it wanted to but it knows the Government 

is paying tor them so it doesn ' t bother •••• " 

One brought up and all chimed in on the discussion or lack 

ot satety precautions, wbich was mentioned earlier in this report: 

"There's an average or one man a week killed at the sun Shipyards 

•• • and you ought to see the cripples walking around this town, 

who were 1njured in aocidents at the plant •• • • 

"The straw bosses and their •pink s l ips' are entoroing 

absenteeism not preventing it. Those straw bosses give out those 

pink lay- ott slips mainly to union men • • • The workers can't 

understand bow the Government needs ships so badly it the 

~ ... 
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management is allowed to lay-orr men tor a week eo rreely • , , 

Only a representative or the Government ahould have the power to 

lay men ott • •• " 

85 

"Just how bad the labor situation here ia, and how im

portant that ' pink slip' angle is, you oan see rrom. the raot that 

three weeks ago there was a spontaneous wal.kout or 15,000 

workers -- beoause or the way t he straw bo1111e11 ware handing out 

those lay-orr slips." 

" •• • The War Bond situation at Sun is good. The Oompany baa 

done a good Job on its payroll savings plan ut-up. But it takee 

too long to get your Bonds ••• It takes rrom one month to a oouple 

or months atter you pay tor your Bond betore you get it." 

" , , , the morale among the Negro workers would be better it 

they had housing. They don't have any housing developments in 

Oheater, whi l e housing is all right tor white workers." 

"And t he way the management is trying to split up t he Negro 

and white workers is causing a highly combustible, dangeroua 

situation. " 

"At the sun plant there are workers rrom all or the ~8 atatea. 

There are Negroes and whites. There are 1,800 coal minera. There 

are Negroes rroa the deep South who made tlOO a year betore they 

oame here . Now they're making as muoh as tlOO a week. There'• 

a surpri sing number or m.iddle- olasa workers Who gave up their 

Jobs and oame here to aake a contribution to the war • • • • 

"The morale or the workers would be a l ot hi~er at Sun it 

the management would explain to tham as well aa Just tell them; 

.. -
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like the management Juat tel.lillg thea that there' a going to be 

a reduction in the work week. Why that is, I don't know-

maybe it's because this yard is ahead ot other yards, or there' s 

a material ahortage , or something alae reasonable. But , anyway, 

there's no explanation and the workers teel that the war cannot 

be so serious attar all •• ,w 

"The workers don't seem to teal as though their War Bonde 

are savings • • • • (At this point this man was on the verge ot 

saying that Wthe workers did not aeea to teal that they' d ever 

get their aoney back".) They buy War Bonde out ot patriotic 

reasons •• • because their wages are so much higher t han f ormerly. 

w ••• War Bond sales would be a lot better it the workare 

could see something good happening to them attar the war • • • 

like reg11lar Jobs. Then they'd have a reason tor buying War 

Bonds with every dollar they could •• • • 

• •• • You'd be surprised at the way John L, Lewis' stock hae 

come 11p since the coal miners• strike . The workers at SUn and 

everywhere I know teal that the coal miners got a real case and 

Lewis ill eticldng up tor them aga.inat tile big ehota 1 •• The 

miners deaerve their raise and, because Lewis is championing 

their ca11ae, the workers teal that Lewis ia their triend.w 

••••• 
THE CRAMP SRIPIARDS 

Quotes trom a conversation with seven Oramp Shipyard 

workers: 

86 
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"In the beginning 8~ ot the men were buying Bonds through 

payroll eaTings. But they bad to wait so long tor their Bonde 

tbat they started dropping out. Tb18 was not the tau.lt ot the 

management but, instead, was due to the taGt that the NayY Yard 

was buying the Bonds tor them at tirst. Now, Oramp is its own 

issuing agent and the Bonds are delivered promptly, but the men 

haven't forgotten how long they used to wait •• •" 

" •• • I'll tell you why I buy Bonds! It a man bas $25,000 

and that AmeriGan tlag stops flying then his $25,000 is not worth 

anything. What good would $25,000 be it the Rising SUn tlag was 

put up instead? We got to lend our money to our Government. 

Tba t' s the only way our money will be any good to us. Our 

Government needs this money right now to build and provide our 

boys with ships and other sturr ••• The only way to keep that 

American flag flying and to keep your money sate so you can get 

it back and use it when you need it is to put it 1n War Bonds • •• 

We got to do everything to keep that American tlag tlying because 

it it ever stops then we'll see what worry ie • •• " 

"I think the management ought to be investigated by the FBI 

t or the way the 'boys at the mahogany table' (management ) play 

favorites 1n handing out blue buttons." (The award or eucha 

button to a man means that he is a "leader" and thus entitled to 

a higher rate ot pay. ) "Leadership buttons are handed out to 

favorites and experienced workers are passed by • •• Lots ot good 

men quit because or that and lots or others would quit now 

could •••" 

"Lots ot men make $100 a week • •• " 

* * • * • 
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TID! NEW YORK SHIPYARDS 

Nine New York SbipTard workers joined in the conversation 

which produced the tol~owing statements: 

"The only aim or our union local ie to bring thie wa.r to 

a sucoesstul end. There are many points in our union-management 

which, in other times, might have been objected to. But not in 

these times ••• " 
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"The payroll savings plan at the plant is very inettioient. .•. 

Someticee you wait three months tor :your Bond and sometimes they 

lose the record or your payments . , , That's why lots or the men 

have loat enthusiasm tor the payroll savings plan • •• It payroll 

savings worked better Bond sales would go up • •• • 

11 , , ,we never have gotten any cooperati on trom the management 

on payroll savings. The union signed up every worker who's 

buying Bonds ••• • 

"SUre • • , I quit buying Bonds through payroll savings. I had 

to wait too long. Now I buy my Bon.da at the post ottice and get 

them right away,, ,w 

" • • , I • m buying Bonds to help win the war. It' a the beat 

use tor your moneT toda:y. , , " 

•on Bond pledges t or the Second War Loan, man:y departments 

in the plant pledged $9,000 tor Bonde and the ehop stewards took 

the money right away and got the Bonde at the bank • •• " 

"I'm a saloonkeeper along with worki ng as a mechanic at the 

plant. I work on the tour to twelve midnight shitt and look 

attar my bar attar that. At -:r bar the men tuk about the war 
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and about tbeir production record tor the day and about what 

their product ion record i s going to be tor the night • ••" 

(The l atter, explained the saloonkeeper-mecbanio, bad nothing 

to do with war industry.) Also , sa14 the ealoonkeeper•mechanic , 

•on paydays the bo:ye come into the bar waving a Bond in their 

bands, saying •well, here's another onel' And lots or them 

get me to caeh their checks ••• ask me to hold baok part or their 

89 

money so they won't spend it and will have it to buy a Bond ••. 

the next day ••• " 

•I buy Bonds ••• and I guess this goes tor lots or the 

men • • • riret, to help win the war. Next, to save. Say -- I 

remember how it was right attar the last war • •• !• 

At the New York Shipyards they have wba t is known as the 

"incentive system.• All the men spent some time di scussing t his 

and agreed that this system was a good one tor production and 

better labor-management relations. The only point or disapproval 

concerning t he •incentive system" concerned the tact that it 

applied to aoae depart.ments and not to others. (tinder the 

incentive system a man gets •paid" .a many hours time t or a 

specific Job done , even though be may do the Job in rawer boure 

than estilaated tor him. ) Due to the incent1 ve system, last year, 

many aen made between $6, 000 and $7, 000. 

• ••• we got to do even more tor the boys in service • •• 

We don't forget that when the boys go out or our plant they're 

still union men even it they wear a unit ora ••• • 
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• • •• I don • t want lll7 year • s deferment e••n it it is oomi.ng 

t o me because ot lll7 job and the tact that I ' m a skilled 

mechanic. I ' ll go when they call me. I can do a job on an 

aircraft carrier. sure I can be replaced ••• • 

• • •• When one ot our boys f rom the local sees a service 

man in a bar, he buys him a drink • • • right ott. • 

- 0 -
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Lay 1 , 1913 

':'0 : F.AROLD ll . GRAVE~ 
Sl..., J!:C': : \1EEKLY RSPORT FRO:.: •iA.'l SA "II::CS STA!''F 

FIELD DIVISION 

Education Section 

Fifty of the best posters from Virsir~a ' s 

statonido poster contest t7lll bo on ex."tibit in 

::':'odox•:c:.sO.ur;; , J:ar.;>ton, illiiiJ!IsburG, Bristol , t'/inci1ostor , 

.U c:1t.ond nm: Alo:.a,dr:Ca schools . 

::inety- i'our too.chers of P.oclt'bridge County, 

:.'i r (;inie., have invested a:pproximo.toly :::o,; of thoir salaries 

during the first semester of tho curront school year in 

',lar llonds . Eight een in tho Loxint;ton District have 

91 

avoro.ned over 0400 per teaohor durinG the same period of time . 

The Sacred Heart School in San Jose , California, 

reports January War Savings so.loa totaled ~372 . 70 , February 

Regraded Unclassified



:>::::LD or :r:no:r 
~ducation Section (Continuod) 

,c;lO . '10 , J,.o.rch .~0 , 1:39 . 95 , with tho JGOil Co.nlpo.it,n responsible 

!'o.>r tho huGO lncrll~e i n Larch oo.loa . Diotriot or Col UI!lbia 

3;1u';;- :n chllclron V~ho a re to.ucsht in tholr honoo and hospitals, 

cor.tr::.utod ;~ , 93G . ::JC , covc::-inu the coat or three jeeps . 

" ... e·.ool~ At .. ar Pt-ot;rno". Souo or tho :1nU$Uill ochools r.hlch ere 
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. o, ro~onted u~· tr.e ro:>orto arc ';;:~t~ '11:•&1n1a Sc!.ool ~o':' t!:e -l!nd 

.:.oae 1Jook is writte:> in 3rnillo ; tho :;s-pupil Chinese School or 

Clsvoland, t.iiooi ooippi ; the l:evo.jo School or \'Iindo., Rock , Arizona; 

tl.o Aloxo.ndo.r Graham Del l School for tho Ilerd or nearing in Chi ca£:0; 

and tho one- room, ten-pupil school or D1otrict 99 in Barton County, 

J:c.no~>o , r1hore evBry pupil o1ma at loaot onB J3oncl o.nd nany Stw.(:'" · 

Pajroll Snvlnc s Section 

Attached is a list of co:>1 ~A.-t1oo ti.at have ooon reported 

... ~ :uvlnc ac:u.eved the ;;oo.l or 10,; durin.:; tho past wce:t . (Attnci:..:>ont 

.:o . 1) 

Attached is the annlyaio or expooure to Pajroll 

.So.vin(.a tor April 17, 1943. (Attachment l!o . 2 ) 

! .. otlon Pictures and Special Evento Section 

Colo BrothBrs Circus rBporto aalos or ovor ~600 , 000 

i n i•nr ..,onds during their first ri vo daya on the road t his sGason. 

Tho Bond Pt-omiore or tho ~/o.rnor Bros . Air Epic, "Air Foree", 

o.t Jc.c~:oonv111o , Florida, April 12 , brout;ht sales of ~750, 000 in 

.• o.:- -Onda . 
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L.ot!.on Pictures e.nd Special r:ventn Section (Continued) 

Un1voroal l:c\lsreel carried a cho~ of the At l antic City 

.;o.lo u;1ol"l whloh featured the l1ar Done\ and Stw11p Cor3ages . 

!-'lold ;.:omorancla 

Recent memoranda sent to tho ~1elcl ilwludo nuobors 

::4, so:;, 596, 597 ru1d 598 . (Attaoc~.ont l:o . :>) 

.dlto."l Section 

Again during this past \;ee:.: retailers tlB.de hea..-y War 

_on~ t.dvortis ing expenditures . -:-:1ro·~l.ihout tho country special 

o~~tiono or pc.po~s contsininc only 3ond advertising nero still 

t._ ;>carina . 
~ 

At tho pl·twiow of the · Saturday Evoninc Post " Four Freedoms" 

o:<:.1b1 t April 26 o.t The Hecht Cor1pany in 1'/o.sl.incton, speakers 

93 

: •. cluclod Aosocio.to Justi ce of tho Supremo Court '."11ll 10J:1 o. Dou.slaG, 

•.. <.or Socretar:r of the ':'roasury Danie l 11 . .... ell , Lowel l :!lomas , und 

.. e:.1bors of both local &ncl n::.tioncl .. ar Savin:;s Sta!'fs . 

Some outstanding ',/ar Eoncl retail aclvort!.aing is conte.ined 

~n the attached April 20 edi t1on of \/omen• s l"iear Dail y . (Attachrumt 

t:o . 4) 

Attached is book l et from tho t:eyor Both Company displayins 

rotan War J:lond adver tising . (Attachment lfo . 5 ) 

Tho a t t a ch ed promotiona l booklet and special poster s hav~ 

l:een d1otr1bu ted by the Chi cago Retail Conu"Ai ttoo . (A ttach:nant llo • 
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. '!' • .:.D DI\':Sio;; (Continued) 

!l_,ood ;n.a:o of toi.Hl.cco uuct ' oneo> i nc rtldio fame 

ort.i.olutoa tlt t. roc3n l; ~uct.:.C~ .\ nt ','Jlnchooto.:- , ~rorth Carolina, 

· • : 1\0ttoc l:. totc.l ..,r not~••l:- .1, ::oo,coo .. orth of i'lar :::ondo 

.e onl: ... nto .. · c:. J.o:-iven n oro 

.ol"t:. o~ 11nr ... oncl:l l.;: ~ .... ll-l n o:.c ... o~:r.u .:. t:: non-:..c..~~inc f_·lota 
, ... 

:>~ .. 10, 7GC
1
":t.n tho A_ r il Dl"lvo . 

T:to A~l.c.nsns \'o'n~ Sa\.:n ... :l Ctt~!'r io _.>resenting ":"1'c.r ,.oncl 

~.,.· C:'. '.on11 cort.:.fico.te.:J to '!-:! luJo , J:o~a; lJO~t.on:l~rc t:on Clubs , 

.. . A c:u~or tore , PTA O!"~c.ni:.ct!.ono und ot.i\vr troup~ .l.:n eu.cL coun ty 

o ... c.r .-ondo. 

"-:..0 SOCO!'lt: .:z~Ue C£ t1- nr: .-... ond-:~ol~:::;" 1 contt...=.::ir.U, 

.. .- -1 ..... 
~.:rleul tur al ol~nt , hn::.;, bee!\ : .~. ' l od ~,.u c :..:.. ::.tr..to c.c!ui:t1strc.tors 

t~nd ALr~cultural deputy t~~~niotrutor: . 

\'lorton• o Section 

In o. conference lnot \lOOk on " P~:·roll Savinc s ~or 

iro: .o:1" the follovling resulted: In tho fu tlll•e , the liouen ' " Soc tion 

,,~11 11ork =re closely -;;-i t :1 th<> l'Ayroll .>t.vincs Section, nt! o. 

; ro..;rou ;;!ll bo initiated \. l th no1. rw.torials rrer.:.:::-Gd ~o::- ~ooon 

Regraded Unclassified



_ r::::.D D~ - .sro:1 (Continued) 

t'o~ \Otl • ;1 ~oct, on 

t .... c"':.o :.~y \,orl~o r o nnd r;i ve s of rae tory \torltero . t.:1ao I:lliott wil l 

.·o_ rooont tho l•ouon1 n :..a ction on the pormnnont Payt•oll Se.vinga 

..,o .... ~l ttoo . 

':'hs • ....A A~oncy 110.3 o~rorod 1 to OOl'V ' COO to t!lo olo.I' 

~ v.:..,~o r.·~;.;rt.l.l . 

A lotter \;&a so:._t to o.:l ..-":o.to l.o .... on ci-.c1 :~n, \~~1r..t; 

: . ... to coo~ orntc .:t:. ;· .... .:r :;to. to CJ.~ .. :s~rators .:!'1 c!1!"17ir~ 

O'J t '.Uo -~ ta!.l 3tore .,urvcy, wtd o.l::to t;~.:.o C:istriOution o! tho 

~ ' .. docnl c tlckora . 

A Deto. Sia.te Phi roFrosontnt.;..tvo · o ooopt::ratint; \'11th 

·:..o .Jc: .. on 1 :.,; oO)octlon f'ull- time on u .ur !;(1.' 111~0 ProGrCJU to bo 

_ .•ooolltOd to tho va rioUS cha:;>tOl'O or tlu.t 01\_.o.nize.tion . ':he 

o:....,r.r.izo.t.:.o'1 .:o ra:r1ng travellln~ oxr onsoo . 

A rcprostJntat:.ve or t!"!O ;·:o:.en' :;, woction tu!dre~3ed t~o 

.r-.ucl Hcotin._. or the DA:• cor..;;ro33 on A_ r.:.l ::o aru! 21 in 

• .:. •e: _,o.tl. , Ohlo. To elate t!>is nctio:u1l or.;o.ni=at!.on has 

_,urehnood over .,.32 , 000, 000 1n ',io.r ~onds . 

Ad<!i tion11l pictures or colobritioo buying Eonds 1.ero 

:ictrii>utod throuGh '.:he Nogro Section of 0\II , t o lc.bor papers 

throu.:;h Wt:l , lllld to sel ected trndo publico.tionv . 

!nformo.tion on tho \/Ill' Eond o.ctivi ty or old people will 

';)o incor;,oro. tod in an o.rticlo in the "To1moond i;ational ~.eel<ly" • 

• 
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:-n:LD DIVIS!C:: 

~loucn• :1 Section (ContinuoC:) 

Artlcle: have boon pro .• hrecl o.nd ~ont to the 

u:..l.lcntlonn or ti.a A."'aricun Donto.l llyuioniata I Associat ion 

t.ll· ' •'to !lo.tiono.l Association or ,/o: .on Artis to . 

s·,oclc.l Activ:l. t ' es Section 

r:n April ~:: .. !~ev1 Yo.·~= vtato o:.c! the rest or tho 

.,oeond • odorc.l .. eaerve :>:::tr!.ct . n::;.od th ... 1r quote. o£ 

A :>Oil ".; , 0:>0 , 000, 000 <;oo.l ;·.c.s oo t . 

7no 12th :'ederal .;escrvo Diotrict branch at Salt 

Lc.l:o City announced that l.;tnh 11l oo hr.:~ .,.one over i.ts Second 
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./Ctl' Loo.n Drive quote. or ,JlO, C!::0 , 500 by tho o.r.tount of ;j2, 500, 000 

1 ' ilar ~ond 1>urchc.ses . This re1>l'ooonto ror co.pi ta purcho.aes 

c.vore.cin(; ,.•:0 . 00. 

L, Cl:lc.homo. C~ ty r..:·1t: Count:; on A, r ll ::2 o. one- day 

cruioor c~.aiyn resul ted in ~end acloo of .~o, ooo,ooo . 

After c.o:oe t!lo.n a r.;.onth' o trir..l in the :uchn:onC:, 
• 

V.i.rcinio., o.roa, it b as been o.nnouncod that plana are no<: beit16 

oado to have the ~ilk Check Deduction Plan stater-ide in ita 

llppl1co.t1on. 

1'11 th a 010 , 000 goal , tho Brown County, South Dllltota, 

achool o ' Vlo.r Bond Barrage Balloon Crun,>o.icn r osul tod in sales or 

~~0 , 000 in \'lnr Bonde . 

-
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P . .Z!;$ , ruu>:O 1:..-:J /~o!ri!3:'!SI:~c !:li /ISio:· 

Adver tisinG Sect i on 

The AdvertisinG c:·u;>c1:1nc .. uronu ooti matos a 

llinlJ!um of 25, 000 t ea r shee ts on tho Second liar Loan is to 

:,o o::r.octod. T\.o- thi rus of tbeso tonr oboots r epresent 

~lvort:oeu~ntn re.roduced frou ~ronsury copy, and tho remaininc 

tL:ru c.ro local adaptations or ::-easur:; cop7, adver t ise:t:onta 
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-·o;.aroc! ·~, Mt~ona.l ad·lel•tisers , or local retail advert~se:nents . 

:n response to a ~ire eent to all ~ederal ~eserve 

rubllcity :non, a lr.ost every locality in the country is represented 

"i th ndvot·tioeuonts tyin:; up tho " Jap executions" wi th the 

cc:npai~.on . 

Attached e r e proofs of tho now advot• tise~nents f or 

nowspaporo bocinni ng t.:e.y l st (Attachment l:o . 7 ) 

Attached is a portfolio for conoral magaz i nes, to bo 

~lt.ilod thlo " eelt , tlhich meets the problec of paper res tric tions 

directly, and oU&Gests a l oti cal solution . !n additi on to tho 

full oi:o ma;;azine e.dver tis et::ents , '":"ll1S UIL.'l "no tau:;ht not to 

drinl: wator", " .. and you ' l l always ha\'0 tobacco 1n ;our old , 
tobacco box 1", c.nd 11\iha t kind of a houoo \IOUl d you put here?, tho 

portfolio prov1dos variou G sized adt>.pt ations o1' t hese adve r tlsemonta , 

no well no smaller sized copy, and slogans . (Attachment No . 8 ) 

Dur1tl6 the week of April 19, wo received 92 War Bond 

~ent1ons and 6 complete ads , giving a t otal of 96 in the attached 

Hot 01' sovon leading week ly magaz1neo. (Attacbntent J\o . 9 ) 
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:-.::::;:; , .:ADIO A:'D ADV3:'.':'!SI;·c DIVIS I Oil 

Advortioins Section (Cont inued) 
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Attnched is a list of the odvortisoro and tho 

pui.Jllcationo uaod during the wook of April 19 . (Attachment no . 10 ) 

Al•rancoments have boon completed for the production 

t.nd d!.ntr1but1on of 70, 000 t r ansit card dividers . These are a 

"· oc:<.li:od t::;po or car card ;.:.~ch occupy tho ~pace bet-•eon tho ... "' 
"~..tlc.r :.::oC:. c~r c:>.!'d::: , c:d ~· entirely non in transit adv>lrtllli~ . 

• ·.o •r·.:l~it co.:<i <l:v.:.der!l .. ~ll have o. dura tion period or throe 

r..o:1tho , instead or the usual one month limit . 

Attached c.re photo&raphs of tho illuminated Vlar ::ond 

· l\llotin uocu•d in tho center of do1-mtown Albany, sponsored by 

tho ':'ob1n Po.cl~inc Compe..'ly, Inc. , and of tho indoor and outdoor 

. . aintod Second ':io.r Lollll uullotina of the Alnor1can Bank and Trust 

Comre..'l;r of ;;o" Orleans , La . (Attachment ::o . ll) 

1lad~o .. oc tion 

:>'..uoin& the last ;-;ee:t of ~he dr.tvo , A.oril :::6 t:wou&h 

~a; 1, C&ry ~rant , S~rle7 Te~ple , ired As to.ire , Joe~. ~ror:n 

~ld Pat 0 1Brion, stars of sta~, scroon and ro.dio , nade peroonal 

Clppoala in behalf of the Second War tocm on populo.r netuork progro.ma . 

Secretary L:orGonthau wac hoo.rd ovor tho llutual Droadcastins 

System, Wodnosday, April 28, 11:30 to 12 : 00 P. t.: ., EXiT , from 

So.n Fro.nc1sco, California, whsre he o.ddrooaod the workers on tho 

Socond Wo.r Loan 1n the 12th .rodero.l Roservo D1atrict . L:ayor nosci 

of San :>ro.nchco introduced t:r . J:orcenthau. 
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Pr.E5!; , f,JWIO Al:D ADVER7ISI!:(; DIVISIOI! 

na~:o Soction (Continued) 

l!ornce Heidt e.nd l!l.o Orcheotrn • o regular Treasury 

~ilOI•' , 1.111 no11 oo heard Sa tu1•dayo , G: 00 to G: 4 5 P. 1.:. , E':r;: , 

over t:.o ;:>luo ;:et·.:orl< , i nstead of Sundnyc from 1 :00 to 1 : <:.5 P. L: . 

vU:f Lonbnrdo ~d ~io Orchootrn have rop1nced Alv:no 

.lo;: c.:...: ;:1~ Crcheotrc. on tho~r ::-er;ul o.r Treo.oucy o:C.ou over t!oe 
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~.utu .1 roc.t:cc..oti n(; S¥3teo, on .. ·otino::JciO.y:l 11 : 30 to 1~ :00 P . t.. ., 'Z .. ~ . 

" . :.o Sc.tu!'<lay J.:1Ght llondlln{)on" of ;:c;.· 1 · .. i ll ':!o 

e; . tonlod 1:; minutes -- 10: 15 to 11 :00 r .t ... , J::;,_ . It 11111 

or~._innto ao u:.ual f r om ;:ov Yorl{ , <>ut hao been sel ected 

ofticiull;.- to opon t ho new lOR UutuCtl l'lnyhouae - - the Guilcl 

'.l.oc.t1•o . S! eclnl GUOsts 1.111 bo Rose i)OJnpton ot tho J,:etropoli tan 

O;>Ol·c. , ,,nli'h !.or.;an and W.s daur;htor Clnud1n, Aloe Temple t on, 

.ol> .. lploj' c..nd Alfrod :.e.llenstoln Qlld ;;i:; Orchestra . :..r. Harold 

Grc.vo:l , ,i\ .... ~lstant t o t:.e Sect•ota.r, of the ':rocsurr, r::!.l speak . 

11 _truth or Con!;e-:.•-cncoa" 1 !"L~ou!J radio s!':.or. , so::.d 

.. C , llll , l~'J . :::s ;;ort11 o: .ic.r _onds in Denvor , Colorado . It hao 

<.lrendy oold ;;;::9 , 'JBS , -.;9a . 29 to date . The c oo.l :et t or t:.oi r 

!'ourtoon ~;oek tour endinc JUno 14th 11as .,..20 , 000, 000. 

Tho preview of 'l'he Saturday Evoninc:; Pos t •s "Four 

Froodomo" sho11 was broadcast ovor tho i3luo l!otvork, ! .. onC:ny, 

AlWil ~G , 10 : 35 to 11 : 00 P . l; . , ~:.or . 
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t ;:~::; , • .ADIO l.I;n AD~IS::I:G DIVISIO:: 

,,u.,:1o :.oc t.:.on (Con tinued) 

u::;c reports a total of ~10 , 100 , 045 in '.lar Bonds 

: urci1nooc:. by ticket hol ders to tho !::no tor Sunday Treasury 

;)o,.t.rL.,&ont concert of Ar turo Toscnnini and tho J;BC Synphony 

vrcl.eotrn. 

?ra:o .>oction 

:':'le !~n.y i~sue ot POPULA.. P::o_OO.W.Plll carr.:.os c. t:U.oo 

. "~c ~ 1 rca.: ont.:. tleC: "P~to~;rr.pi.y Sollo ·,-;s.r ~.oonds " by 

.l.ctot• ho. rler (who is an Zxpert Conoultnnt on the \';ar Sa vines 

:..Loft) . 'l'oc.r ohoots are o.ttached. (Attnchl:lont !lo . 12) 
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A ttnched is the La:r Press ~ook ~or Oompn11y Pu\olicn tlono 

con Lr.inint; edi torir.l material , suu;oo tions , pictures , cartoons , 

und lnforr.latlon for Induotrlc:.l E~ltoz•s to aid in the sale of 

.• c.r .;onus . (Attacill!:ont ::o . lS ) 

A stateuent has been prepared by the Pross S~ctlon 

on tho l.o.y lot, Secone t.nni verso.ry of the .;ar Snvi:l,SS Proi;rt.!:l, 

!'or ::o.r.ol<l :~ . Grave3 , to be used by tho Ol.fiee o f ";lar In1'orr;w.t1on 

Cversoc.o D.:.·tis ion ror broaeca~tinc purpoaeo . 

Ton otories resulted from tho 1'1vo rel eases prorarcd 

by th1o section arid sent to l ocnl ps.poro on tho P>'ev1ew and 

oponinc of the Satur day Even1na Post Treo.sury War tlond ShOI't at 

Jiocht •s . 

A ro.dio !lpeech was pre: a rod for broadcast '-1 !.J>. r:nrold 

~; . Crr...vo:. over "':""ae Saturdt::," ::1~t _ondwo.e;on" . 

•• .. 
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p_.:.ss , .vU>IO A:J> AD\"ER'i'IS:c:o DIVIsro:: 

Prooo Soetion (Continuod) 

The L.a.;; 1s~ue of AI::::.ICA!; LAGAZll:E ear1•ies a !'ull 

lonctll otory 1.ith il Wnr ::ond theme , ontitled "Behind tho 

countor ut tho 1/orld• s I!i:;;gest :larc;a1n St:.lo" . This is suo t.lso 

c~"· ioo u cartoon contest, a c1ipp1ns or which is attached. 

(A~ tnch!:lont J:o . 14) 

. ·no A:=...Ic:u: !...Ar=AZI~~ !"or t..c.ro~'l cnrrios a ::hort 

~ r._~a .... rn. : .... ~oc.litJ.t: ·.:ith .. e.r _onC:s ln t: o~r £on!.uro , nL:inutoncn 

t. ,,;J,.-.~. ~tc.::.p .:ontio~ in :;:.air :~vculc.r ".l:li,. .:>on' t r::.c:; .... n eol\L:.ns, 

:.:tO. another cartoon contest. (Attac:~ .. .,nt ;:o . :!-5) 

Attached are te&r ohcoto !'t•om current . o,,ul ar 

· 11cnt1on nl.la.~inas ',7hlch co.rry cover oenls , m1c! 1nsic1e .. ar 

wOtld l.lOI1t1ono . (Attacbment llo , 16) 

.-=tolouoo!l ~:os . 331 , s::;o, end ~=a at>o attached . 

(.d:tuch. 1unt :,~,; . 17) 

.h.o A,,.r11 .:ssue o~ C::A?.L co..·rio~ t...n .o..u!>t3!' .:s.r ~tCA..:-1> 

coroo_.o .. l>nt!.on. (Attac:'ll::cnt i:o . 18 ) 

.~·o.r ..:.ond ro=otion appeo.rs in o. full- lt.:llbth sto!":; "!.oet 

.:U'ee Ar':J..;,l Air Corps 1,11ves", and ::.n tho t ~a.turo 11 If ::ou ~ s!..: :..o" , 

"uy J.>loanor Iloo::eve l t , in tho April iscuo o r .:rr: Lll.DIES EOL:E JOl. . .::AL. 

(A ttao!\F\ont llo . 19 ) 

l1A'..:I0l!AL ORCAliiZATIOliS DIVISIO!I 

Labor Section 

A .,.100 ;/ar a onci \laS tho adl:.li~sion price ror ;he lnbor 

-~opro3ontat1\"&S ·:.-ho attendod 6. Lt ·or .,c..r ... ond Luncheon at the 

... !:S!'lQr:c z:otol :n C!lice.t;o , April 20 . 
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Ln'•or _,ac tion {Continued) 

'.l.'ho Order of . nilrond '!.'olocrnphera of the Seaboard 

".llO JIUl'Chnaod .,G , OOO Second Wo.r Loan OOCUl'it1eo , ,1hile tho 

!:.o~._oul•d ir Line Employeeo Credit Union of Snvo.nnn.h has 

1:-:voo~;od .,10, :oo in ,jar ;:Jonds . 

Avtuched .:.:; & ~~c~ ort t•ocoi ved frou tru.C:e assoc::.ations 
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o_~ a...:...:: tlonc.l fun.i::J bei:-c inl:e:Jtod in Socond .iar Loan Socurit1e3 . 

, . , .,. t" "O) \J . .. ... u.c.I.!~J.on . . o . ... 

lltto.chod .i.3 o. list of add1t1un:.l a~oocio.tiono .,:,ich 

:.t:>vo joino,l .Ln pror.toti nt; th<J :.oeond .lar Loan. {II tte.cr-.m~nt Ho . 

'!'ho A::toricon l •. o.tc!t !.:nnufucturoro Aoooci ation l'aporto 

t:1o.t lta ~•or.t'oera :.nvc invested ovor ,2, 000, 000 .i.n ·.;ar wonds; 

: o1• l.o ;oo.r l!l~:> . 

•'o.·oi;-,n OriGin Section 

It hao been ::-e;>ortod thAt t:1o :·ronc•l-Cnnad~tm L.C:.ort:r 

S'1i Cu.a;.ni;;n in l:e\1 En,:;lr.nd hc.o now roncl:od .,.10, 000, 000 ::n wond 

sales . 

Fraternal Section 

'rhe attached list of Knlohto of Columbus jurisclictiona 

• .• 1th roporto still incomp~ate hnu o:tcoodod thoir state :JUot'ao ln 

t:1e \7ar _ond campaign as o l' April 20 . (A t tac!ll:lon t ::o. 22 l 

:'he T=pa Rotary Clt;b ,,1 th u ..~oobershlp of l eS, o.nu r. 

.. Ar :One! "'onl or ~500,000 , 1:0.3 to dtitO urchased ... ·~75, GOO ..:.n I'IG..r 

Regraded Unclassified



- l;j -

:·N:::o:·Ar. 0 .. ..-,t:.:::A?IC:;s DIV!SIOJ: 

/rntornul .:>Octlon (Continued) 
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Tl•O Crnnd Rapi ds Rotary Club of Cro.nd Rapids , l.lich16o.n, 

ha<l OO.l'ltU1'l~od for 1 t solf 12~, ; of the ci ty• :1 ,Js, 000, 000 co.mpc.it;n 

to .u.•chc.oe a. Jeotroyer for tho :;nv; t>:r A.a·ll ;jOth . 

..:':1o Llona Club o!' :.lrr:.in..;hc..c , !...lch1::;o.n, ic conductinc 

.. :. .. a~:: :1o.vo :lurcita::;eC. to ~t. to ..,:70 , COO .. o r th o: SoconC. .in:r Loan 

~Gcur.i. t1o c . 

Prottotionc.l :lesearch Soction 

Attachod io a copy of tho lato~t roport on Sales of 

(Attc.c:.: .ont .. o . :::{ ) 

l.~ ! .• arch, 1()13 io atto.ched . (Attnchuont l:o . :::s) 

·,,-.;r..- ........... ~ ..... -.. ~ ... • 
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Boo• 278 

Under Seore\arJ'• Offloe 

hp. of Loua-War 
rtaanoe Coaalttee 

! o Prealdent•. all Federal leaer•e BaDka: 

My CCXlgratulaUODI on the IUOCell fft and the 

aeabera of roar coaalttee haYe attained ln thia drl•e 

and •r aincere thank• to all for the fine cooperation. 

Juat u aoon u we han had an opportunl tr to 

atudy the renlta of thil a .. paign we will be prepared 

to dieau•• what iapro• ... nta we abould aake in our 

aelllq orautsaUon baaed on 'he addlUonal erpertence 

p.lned ln thll Second War Loan Drln . 

B. MOJIQII!IIAU • JR. 

\ 
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TREASURY DEPARTMENT 

INT ER OFFICE CONNUNICATION 

OATil /lAY J -

TO 

Sub j ec t : Vi c tory Loan Ope ned Aor 1l 26. 

The Canadian Fourth Vic tory Loan, by which 1 t la 
ol~~nned to r aise a e~1n1mum of ()1 . 1 billions (the· equiva
lent or r a i al ng a J l 2 . 5 billions lor n l n the United 
Stntes) , was opened on Mondq:y, Aorll 26 , to continue 
tor t hree '':eel<a . Two i ssues are be ing offered: 

Da ted: 
Due : 
Date callable : 
Iasue price: 
Inter est rate : 

3- 1/2 year 
maturity 

!Jay 1 , 1943 
Nov. 1, 1946 
Not cnllable 
100 
1-3/ 4 ~roent 

14-:year 
maturity 

May 1 , 1943 
llo.y 1, 1957 
May 1, 1954 
100 
3 percent 

The ne~ camoaign is the Gixth offering of public bond 
i ssues aince September 1939 · A totA1 or j ).l billi ons or 
new money has been r aised l n previous drives. This re~re
eents Rpproximntel:y 70 percent or net borrowing !rom all 
sources, wblch am~unted to $4 . 4 bl l liona from the out
break or the war throu6}l 1942. Anot he r 5 percent has been 
raised from War Savings Certif1cc tes , wblle the remaining 
25 per cent has been raised !rom the sale or securities to 
banks (which have a l so purchased ln the market some or 
the Vi otor:y Loan securities originally sold to nonbankl ng 
purcha~era) . 

The to llow1ng tabl e shows the goal and allotment tor 
each or the publ1o bond offeri ngs : 

• 
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SecretkrY Worgenthau - 2 

Goal Amount Number or 
' Allo t ted subscribers 

(lliihone ot 
dollars) 

(Thousands ) 

First War Loan· -
Jan. l9~C 200 200* 17g 

Second War Loan -
Sept. 194C 300 )00* 151 

Firs t Victory Loan -
600 J une 1941 7)0 96S 

Seco .. d 'lie t ory Loa;~ -
Feb. - war. 1942 6oo g43 l,6Sl 

Third Vi c t ory Loan** -
Oct . - Nov. 1942 _15£ ___.2zg 2,042 

To tals 2, 450 3 ,065 

' 
~--...-* ··· ·-· .. ··· ..... 

* In this loan only the amoun~ or the goal was allotted, 
In the remaining loans al l subcor1 ptions were allotted 
i n tull . 

** Preliminary fi gures. 

The goal o r ~1 . 1 billions tor the present loan is an 
increase or nearly 50 percent over tbr t or 3750 milli ons 
tor the Third Vi ctory Loan and is about J lOO mi l lions more 
than was actually raised in that loan. 

•• • 
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TREASURY DEPARTMENT 

INTER OI'I'IC. COMMUNICATION 

D ATE IIAY 1 -

TO 

SubJect: Subs iptions to Canadian Victory Loans by 
Individu~s and Nonindivlduala. 

The quota tor individuals in the Fourth Canadian 
Victory Loan, which ooened Monday, April 26, and has a 
minimum obJective ot ~1, 100 millions, has been placed at 
$500 millions -- 25 percent more then was subscribed by 
individuals in the Third Victory Loan. In setting this 
quota , it vtao stated t hat the $600 millions subscribed 
in the last loan by nonbanking t1nano1al i ns titutions 
and industrial organi~ations represented about the maximum 
amount tha t could be expected to be subscribed by this group 
in any loan campaign. 

~~~~~~~· aubacri? tionc to the first three Victory 
Loans- $l ,OS2 millions , or 42 percent of the 
total millions or new money raised in these loans . 

Insurance oomlanles were the source ot approximately 
15 percent or theunds borrowed in the Victory Loans. 
Their subscriptions aggregated S3S9 millions. 

Chartered bank subscriptions to the several loans have 
been negligible, since in each loan the government requested 
that banks retrain trom participation on their own accounts. 
The Bank ot Canada - the centra l bank - purohased none ot 
the loan offe rings during the three drives. 

The breakdown of subscriptions to the three Victory 
Loans , by classes ot subscribers , is shown 111 detai l i n a 
table attached to t his memorandum. 

Attachment 

• • • 
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Estid&ted Sources of New Woney Subscripti ons 

t o Canadian Victory Loans 

(1.!1111ons of dollars) 

First Vi ctory ; Second Vi ctory : Thirto~ctory • 
Loan ; Loan ;Cot. - Nov. 15lJ.2; 

June 19lJ.1 :Feb. - Mar. 1942: (Prelimina~ : 
Total 

All new money s;bscriptions : 730 S43 46~ 2 , 565 
Ind1 vi duals l : ~16 ~65 l , OS2 
Nonindividuai"s : l lJ. 79 590 1,4S3 

: 

Ind1 vi duals : 
: 
: 

Soecia l names 2/ : 37 29 26 92 
Ail others !/ - : 2SO 336 375 991 

: 
Nonind1 vi duals : : • 

Business firma and : corporations 2Sl 306 36S 955 : 
: 

Insurance companies : 96 126 16S JJO 
Life insurance companies: S9 115 155 359 
All other insurance . . 

companies : 7 11 12 30 
: . g Banks - own account . 7 - l 

Chartered : 
7 - l s 

Be.nk of Canada 

Government accounts 32 lJ.7 55 13~ 
Federa l 10 20 23 53 
Provincial, municipal 

and school 22 2S 32 S2 

!.7 
g/ 

Includes small commercial and nonprofit bodies, the aggregate subscriptions from 
which would be rele tively unimportant. 
Investors believed to be capable of buying $25,000 or more par value of bonds. 

l 
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8UAI!AU 0,.. ACCOUNTa 

TREASU RY DEPARTMENT 

FISCAL SERVICE 

WASHINGTON 

J'OR Tlli OOl!YIIlENTIAL I II:FORIIA'riOll Or Tl!ll S:&CRETARTl 

I 

In -r repor~ ~o ;you rogarding ~ho Of!ico of Dopendoncr 
Benet1te at Newark, I exp~e eaed alarm concerni ng the aerioua 
conooqUoneeo which vould a rioo i n caoo ~be building a~ Newark 
ahould bo bo.,bed in an a ir raid • 

• I a:> veey glad to report t b11t ~bo Yor Del"'rtc:on~ has 
docidod to leaoo a building in Cincinnoti, Ohio, to vhicb will 
be eeot the •o- called check-lBIUe carda vhich are uaed i n 
Newark for tho ~rpoao of preparine allotaon~ and dopondonc;y 
cbockt. 1'hio move will oorvo two purpotOol (1) H will .WCo 
poooiblo a conUnuation of )>&1110nto wi~hout intorNption in 
caoo tho Newark office should be bombed or othorwioo aerioual ;y 
~f.Al8410d; and (2) it will provide a meant or building up a 
hiot orical record of all payment a t o bonoficiori oo, tho need 
for which m~ become incronoingly i mportant aa tico gooo by. 

Wo are now worki ng on t ho !oaoibility of a pl an o! 
otockin& approxiaatoly 20 of tho Tr,eaoury '• r egional dioburo
in~ officoo with black cbeeko , to which offi coo the check-ioouo 
cordo at Cincinnati could be iltmodiately forwarded in case of 
41aaeter. 

/ 

• . -
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WJU.Duv.NT 

St Dn•o•u D at•n 
()ru.,.T N'ICII. N.y. 

Tal ..... Ok&AT NICII. 1991 

Dear Mr Morgenthnu1 

113 

4-29-4~ 

Moy we of the Durant family tell you 
th~t we think you~ are doing a magnificent jobt We hnve 
an inkling of the abe of your task, the difficultiea 
end eomplex1t1ea that heve aneocpueed rou , and the 
heroic patience you have ahown in the face of unjust 
criticism and persistent misunder standing. You are on 
the front like our hoya, end ere fighting a good fight . 

Sineer t!ly 1 

/vJJ~ 
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TREASURY DEPARTMENT 

I N TI I O PPIC I CO MM U N ICAitON 

ro Secretary Morgenthau 
F~oH Randol ph Paul 

114 

DATE 
MAY-11MI 

You will reca ll t hat the American Jewish Joi nt 
Distribution Committee experienced sever e dif f i cul
ties in its program of shipping food parcels from 
Portugal t o J ewish communities in Poland . Thi s was 
largely due to the breakdown of arrangements whereby 
the parcels were to be distributed by welfar e organi 
zations in Poland . Apparently t he Axi s aut hor iti es 
objected to any program which might strengt hen the 
prestige of such welfar e organizations in enemy ter
ritory, and insisted t hat such packages be distr i 
buted direct l y t o i ndividuals . 

On March 20 , at the request of t he J .D. O., we 
brought this situation to t he attent ion of t he State 
Department and advi sed t hem that we were prepared to 
make appropriate changes in t he Treasury l i cense cov
ering this food package orogram i f State agr eed . We 
proposed to amend the license to provide t hat packages 
could be sent f r om Por tugal to individual r ecipients 
orovided the designation of such individuals was made 
by appropr i ate authorities in Por tuga l from the Br i 
tish Board of Deputies List . 

Under date of April 21 , Governor Lehman ' s or gani
zation advised us that they had no objecti on to the 
r evised procedur e , and we have amended the license 
accordi ngly so t hat t he J . D. O. can proceed with the 
pr ogram. 
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TO 

TREASURY DEPARTMENT 

INTER OFI'1CE COMMUNICATION 

DAft 

dec retary Morgenthau 

Frances J.!cCathran 

May 1, 1943 

COI<TROVERSIAL ISSUBS l:SEFOR!i: CONORI!:S!:i 
(Summary Cover a the PRst ·.1eek) 

115 

I . ~ilvF r - Hea rings on silver legi s lation befor e the Senate 
blln.ciug 11nd Curr ency Co:L:tittee ended Thursday morning and 
tlte com:Di ttee i s now f 11ced ~·ith the 'r oblem of reconcil ing .•. 
the v~>rious prooosa l s submitted to it. The Green Bill. 
t;vored by the Treasury Deoartment , would authori ze the 
~ecretP ry of the Treasur y. uoon t he r ecommendati on of the 
.P~ . to sell or lea se si lver for the war eff ort or essen
t i al c ivilian use . The selling >rice of silver in t his 
bi ll was se t at 50 cents ner fine troy ounce ~ t the reouest , 
den< t or Green sai d, of t he Trea r.ury Depertment . Senator 
I·:CCArren , howE!ver. who last yflllr filibuste r ed silver legi s
lati on to clell th, ob j ected to the Green mea sure and submitted 
n bil l which would fix t he >rice of silver at 71.11 cents 
··ncl wou I d limit the sa 1 e of un!) 1 edged free si 1 ver by tht> 
1'rE:<H::ur y t o 100, OOC , OCO ounces . l~c:Carren esti mated t his 
<•!J.Ount nr. the maxi mum net>ded for t.he war effort ~nd sni d 
hr woul d Mt n limit so that "an exces,ive amount of silver 
\'Oula 110t be p laced on the m11 rke t , ;,nd force the oric t> of 
'i1 ver cown, which occurred after t he last w- r." He and 
tht> r est of the silver bl oc would a l so set a hi~ther selling 
orice on silver in order t o orotect the mining i nt erests 
of t heir s tates . Ot her Senptors, however, felt that silver's 
Loort<nce ClS e monetar y :netlll i s 11t or esent being exceeded 
by its p lace as an essential war commodity . ~enator Green 
ns.,erted th11t s ilver, 11hich can be used for such ournoses 
a~ . for ins t nnce , bar in e lectrica l setups, is now as much 
r w:· r weapon a.s the copoer or s t ee l it would release . "To 
keep thousands of tons of s ilver l ockAd U"l in the TreA.PUry ' s 
vaults fLt \vest Point is like locking uo ammunitio~, t~tn~s . 
• nd airpl!l nea for the duration of the wPr, " he sa.J.d . Hl8 
bill, Gr een added, would not "affE'Ct t he status of silvar 
in our nAtiona l currency system" but only i t s olace in the 
~rr ef f ort. Answering chf! r ges thll t hi s orice of 50 cents 
'' ounce would encourage speculation in silver, he retort ed 
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he considered this a small i ssue in the light of America ' s 
urgent need now , He further JUStifi ed the 50 cent price 
by citing the 'IIPB cl aim that "the l ower the price a t which 
uilv~ r cAn be sold , the wider will be its use and the more 
will be the wartime economy of strategic Rnd criticPl 
..:~ teri<>ls ." ¥.eanwhilP, the SJecial Sennte Silver Committee 
rEfused Lend-Lease Administr ator ~tettinius ' orooosal to 
leaue l,o:c , c:~ ouncPs of silver to Great Britai n a month, 
out af r eed to lend her 5, 0C: , 080 ounces between now and June, 
to be returned in full af ter the wa r . 

f' . Tnx : Pl'.y-As-You-Go - As the t i me for tht~ second phase of 
the "batt l e of tr•xcs" ~;poroaches ~lith the reconveni ng of ~., 

the House on Honday, Secretary Morgenthftu announced yester- • 
df.y his f u 11 suoport of the ':lf' yS l'nd Meflns Comm·i t tee 1 s new 
t rx bill on the grounds that it would both make taxpayer s 
current and bring more r evenue into the Treasury . This ar
fti:t~ent i s exoected to carry wei ght in House dPbate next week . 
Reoresent?tive Knutson, however, disouted the Treasury state
r-ent end claimed , "ll'hen they say the .. . bill will p lace a ll 
taxpayers on a current oay- as- you-go basi s 'by the end of 
19~ 3 . ' they a re Pi thsr trying de liber11tely to mislec>d the 
puulic and the Congress, or else t hey themse lves have been 
~ rossly misi nformed . '' Continuing in the same vei n, he said, 
" J er sona l ly the Doughten Phm i s so confusing that I , in a 
.ore cha ritabl E- frrune of mind, might say that l{essr s . l~or

t;enthau and PPul have been confused by it." .\s one ooint 
i n t he i r strat egy, Re ublicPn lerders olan to amend the 
anti-~indfa ll nrovi ~ions to the Carlson-Rum! Bill with an 
Pye to ent icing t hP 20 Reoublicens who voted agai nst the 
Ru~l Pl<n before. Thi s amendment would lower from S2C, OOO 
to .$5 , 000 the i ncome level beyond ~1hich ta.xpayer s would 
be reGuired to nay either 19lf2 or 19Li3 t axes, whichever is 
Lh!' lar ger . Li ning up with the Administra.t ion . CI O Presi
dent Murray told both Reoublican and Democ ratic Repr esentati ves 
in u letter t hat his organi zation would switch t~eir ·support 
f rom t he Forand-Robert son Pl an t o the Doughten B1ll as an 
"effective com)lr omiee ." Mi nority Md }l<t JOrity statement s on 
thP oil! will be issued today . 

3. Reci pr oca l Trade AgreE'ments - Another matter slated for 
early Rouse debate, after the tax is~ue has been dlsposed 
of , is the Reciprocal Trade Agreement Act appr oved by 
the 1:/eys and J~eans Co:nmittee last TUeF<day , Aori 1 27 . minus 
fl ny of the re stricting amendment s which Republ i cans sought 
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to include . The committee di d approve one amendment, how
ever , gra.nti ng the President further powers to susoend 
~'rre ernent s ~<ith countries •.1ho a.r e members of cartel s opera
ting to the detriment of the United States. Amendment 
most urged ·oy Republican :nember s in committee discussion 
· nd most l ikel y to be strongly advoceted on the House floor 
~·oulci grant Congrrss so:ne form of veto power over the egree
_ents . This hae been ObJected to, however, as leaving the 
oi 11 d de open t o ;>rrssure from v?rious "interest" gr ouns . 

. riori ties : Rubber vs. Aviation Gasoline - The Truman Com
mit t ee sterted an investigat i on la.st Tueeda.y of the charges 
of Under secretary of War Patterson that the prioritie s 
directive in obtaining essential materials given Rubber ~· 
Director Jeffers by the ·.IPB i s i mpeding the production of • 
hig~-octene gaso l ine, so necessary to the Allied Air Of
fensive . First witnesses were 'IPB Chief Nelson, Petroleum 
A~~inistr?tor I ckes , end Undersecretary of the Navy For
rectal , • ith the two chief contestants, Pa tterson ana Jeffers 
s lPted for an early aPpearance. The committee heard Nelson 
cl ai m that the llorth African cempeign Plus too low estimates 
f rom the Army on their Aviation gasoline needs were responsi
ble for the shortage, not the uriori ty he had granted Jeffers. 
Hi s r t'ma rk that the affRir is chi efly a "clash of per sonali
tieij'' has been reflected in newspaper editorials, clRim-
ing the disoute should have been settled quietly within 
t he . .lF.d. Ickes, however, although c !aiming the Petroleum 
Admini strrti on has done a good JOb, asserted it could have 
done a bet t er one if it had received equal treatment with 
the synthetic ruboer l) rogra.m from the ·:;PB. Even the l atest 
scheduling from the '.I'PI:l, he said, gr ants rubber 1.5~ of the 
critical components and Aviation gas 35~. Asked if he agreed 
with Patterson tha t such a balance i u resuonsibl e for the 
&horta.ge , Ickes replied he wa.s no military exuert, he could 
only rely on what the Army ss.i d they need, and he didn 1 t 
think they'd ask for what they didn't need. He added, how
ever , that it had been a lmost impossible to get est i mates 
of their high-octane needs from the Army and that when these 
were finally obtained, the Petroleum Industry on its own 
initiative set a higher goal. 

5. Government Information - The Sen?te Judiciary Committee, which 
it; considering the O '~lahoney r esolution for a full-fledged 
invest i gation of news dissemination by government agencies, 
expec t s to s it in on press conferences field by Secretaries 
Stimson and Knox, following up thei r r ecent committee session 
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witl• c.a Davi s both at a press confersnce held at the Caoi
t ol and in a c losed meeting aft er war d . Secretary Stimson, 
ho· r ver, on r eceiving the commit tee ' s "invitation" sugs ested 
t he} attend hi s press conference in t he Pent agon Buildl ng 
so they coul d see it under "nor mal circumstances ." 

u . FCC I nvestigation - The House Cox Committee investigP. ting 
thP t'ederfl l Communicat ions Commi sei on threatened l ast Tues
dty to use its "amol e lawfu l power" (according to it s 
<t t torney) to force Feder al Oomrouni c?tions Commissi oner Clif
fQr d Durr to furni sh t hem with a r ecord of his bank ing 
tr·nsactions, any investment s made in the past f ive years, 

n. ot her , hases of his orivate financial affair s . - In hi s 
Jetter of refusa l last week , Durr SP.id, ":fhile I have abso- • 
lutely not hing to conceal ... i t seems to me that the infor- • • 
~a tion r equested is of an enti r ely ~ersonal nature unless 
it i s for the ourpose of ascertaining whether I have been 
guilty of acceptiny bribes or of simi lar misconduct in the 
oerformance of my of f icia l duti es . " If such is the C?.Se, 
he suggest ed the committee r efer the mat ter to t he FBI . 
Background of the case i nvolves P long- standing dispute 
betwePn the FCC and Chairman Cox of t ne committee, who was 
himse lf investigated by the Commi ssi on f or accepting a 
$2,500 fee, although a congres sman , from a Georgi a radio 
st l' tion fo r reor esenting it in its ll.pplication for ?. br oad
C ~-<sting license . 

t . Labor - In the fl'c e of ?. Le~1is coel mi ne strike, 
t he Sena t e agr eed Thursday by voice vote to consi der next 
;:onday, ~:c> y 3, the Connally Bill authorizins government 
beizure of any plant, mine or other industr1al activity 
essentia l to the war effort and closed by a strike. The 
~easur e also ~ould freeze employer-worker relations until 
the di spute could be settled by a wP~e board established 
by ac t of Congress to suoersede the WLB, which was cre>ated 
by Executive Or der. Although t his bill would give the Presi
dent new power s in taking over essen tia l industries stopoed 
by stri kes , the e limination of the 1,ir> r Labor Board r eportedly 
i s JUSt whll.t John L. Le~,o is wan t s . 
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lf01' TO BE RE-TRANSIUTtED 

COPY NQ. I? 

OPTEL No, l42 

Information received up to 7 A.M. l~t Mar, 1943 . 

1, MILITARY 

TUNISIA: During evening 28th U.K. troops made a 
successful local attack North-West or Ksartyr, (9 miles 
E.S.E, of Medjez El Bab) destroying ten enemy tanks. 
Confused..fighting continued throughout 29th with heavy 
casualties on both sides . Two enemy battalions supported 
by about forty tanks counter-attacked our positions lfol·th
Wast of Crich El Quod (5 miles N.E. or MadJez El Bab) 
capturing a hill one mile North of Longstop Hill on Medjez 
El Bab - Tebourba Road . ' Forces are in contact eight miles 
North- East of Medjez El Bab. During night28th/29th, United 
Kingdom Infant'ry secured Vlestern slo~;>es or hill three miles 
North-East of Sebkret El Kourzia, ' · 

2. AIR OPERATIONS 

'JESTERN FRONT: 30th/1st. Aircraft >rare 
despatched - Essen 305 (12 missing) and 

Bocholt (North or Duis~urg) 12 (1 missin&) 
Preliminary reports indicate heavy cloud at both places 
but large fires were reflected on the cloud . 

EASTERN FRONT: 28th/29th. Russian bombers 
raided Koenigsberg, Large fires reported. 

. TUNISIA: Full repor-ts for 29th no't yet received. 
Escorted bombers made four attacks on enemy positions North 
of EnfidaYUle . 

liEDITBRRANBAN: 29th. Escorted light bombers 
sank a 3 1000 ton ship and one E-Boat set fire to an!'ther 
3,000 ton ship, damaged two E-Boats ond a Siebel Ferry . 
Enemy casualties 7 4 2, One Spitfire missing. South
\/est of Sicily 

1 
ial~a-~ased Spitfires set fire to a lal·ge 

schooner . 

BURMA: 27th. Mitchells (B.25) dropped ten tons 
or bombs at Thazi Junction (80 miles South or Mandalay) . 

28th. Mitchells sucgessfully attacked 
railway installations at Wo~a and in Katha area. 

1 
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In hoao nt.oro H.M. ll&bt torcoo lank "" £-boat, 2 llhl.,. tot.llllna 
8,000 tona and 3 armed trawlera. 

g1?11f'.MANW. Ont £- boat. wee aunk, anoUler probably 8\U'I.k and 4 
ooro clua&od b1 H.M. lllbt Corcu, who .Uo lank 2 .,.trol-ct.rrrinC lla!lt.oro and a 
..U atrehantu.n. tl.M. Su.bu.rinta report~ 11nk.in.c one doat.roytr,. ont linv-, one 
••cort. 1hip, L .. rc.bt.nt.Mn and • ....U t.t.nktr, ) other llhipe. we~ probably eunk. 
Coa•o1 Uoffie to TIIIISIA doeroaald 1>,- 4,000 tono. Do•trororo aro ~pin boll&
to b&Yo eorrlod GeJOaD troo ... to TIJIIS. 

SQIIW!I!I£ WAJ!tW. •- 111<11J1c 2St.b. 54 attacu on u-t...to. proaialna att.a.cke ) were by eurtace en.tt.. U-~t aotirlty cono.nt.retA4 
oout.b or GIWIIWO and bot .. on GI\EiliWO and IOI!UliO (C). All.bouJb over 1 ~;;~~~~ have optrated. ag&illst. 4 oOnvoyo in this arM, ehlpping l oaoee hl.vt not.e.bly d 
8 octa.n oonvoya 1n week end1n1 2St.b reached tht1r dtatinatione with only 3 ahips 
loot in all. 

·~~~~!!~iL Dur1nc tht wttk 24th to )Otb, 9 ahipl were .. re-{'Ortod to ban~ Onltod St.otu obip oun1< and ono SriUIIh lbip 
(-.hicb l'M.Obed 1n COftYOT) .. t. or GRJDLAND, 1 o.s. I hlp in the AZOR&S I 
1 u.s. abtp 1n 1 Brit.isb t.&nk•r ~tb•at o.r CA.PtroiN, ont Brlt.ieb 
abip oouthoaat or DUIUIAII, and on• u.s. and 2 BrHioh ahl.,. ort laotom AUS111ALIA. 
In t-ht Mt011'£PJU.NW, • Frw\ch ahip wa1 I\IDk by mine and & Br1t1ah 1hlp 1ra1 mined, 
but. reached port. 'The 8tolti1h abip ~ by air- attack at Vlt.NZ B.U haa r.acbtN 
CAIRNS, QUBDlSLAHD. A BrHilh tanker 11 ovorduo at CAPETOWN. 

IUicl· 2 tt.t.li&n au1aarinta rtpo·rt.cl being connrtecl at OORD&\UX for 
carco carr,tnc to JAPIJI. Air roeonnai,IO&nco SPI;U roeont.l¥ llhowod ~ rrmeb 
t.orpw..u.ra or· •ticro• el.aaa ud a t.b.!rd btllend to be •t.ton• rroa 1'0tl't.Otl. 

£:1£MJ Sfill'W!· Roe..,t l&rco inc,_ll ot oo- llhippinc fr• QJIIAIIIA 
to CriM&D poru and or ..U cro1't acrooo lDCII STRAit. 

:r&!!lj. Iaporto in oon•oy into OlllTr:D ltliGOOII •Mk ondinc 2.4t.b -
1;0041 000 tone, of l'bich )091000 oU. . 

~ • MILIT!Jli 

Ml:IIA. .2Dj Upittd statt• CgJ:II. In Coaet&l ana, f'loench ColO<~~ troos- ban ~obtld ceneNl iw J"UEEtl.1nc aou.tbt.,. eoaat 4 aU•• ... t ot 
Dlrtlcult...,.. 1>,- Unltod Stat.oo Coreeo tr.. IWOIASSI aroo earrlod out orlt.b r•ooril:"' 
•W.. 1ptt4 and ~t.bD••· Ulllt.ad State. forM~ M:.,. Mdt uetul adnne• onr 
dittlcult. -~ ..... ..,. -t.illc u.r.t to ./JnA. 

rtrot or !1Jbt.b Antr onablod '~~~~~~~~~~~=~~~r.=~~portiOD ta..,.,, tore•• an4 .U. hi• _..tatno .. cO\IIlt;ry in DJ.IIllll!, ..... 
lisbt.b AlP• a.-a, ....-1 oona16anbll proporUcn ot Me whole tore• 

t.o ll"'"lnt • brMk t.bnJt1Cb ill dinotb ot y••'""· SUoq preewre on en_,. alD
t.oiMd Olld -.rol -tor attoolra repoalMd wUII .-.ldenble looooo. AcLloriLT 
-.l.nlr -n.ad to artlllMy • " I" IIIII - pet.rola ~ to......S o.....-.1 .U..O on loft tl&Dit -.IdA& eoetact. orttll ,....,. 

lillllml· "" OppNOI.able -.... - I~· Itoll.an a~tol.-1 vor, ..U OIW>IIrod diorlo lon and 2 !.nh..t.ey diorloiCIII. latl.aatl o....,looable taalto 
90, ot Which ·-MtolJ 20 Ita11111. llollnod P.,.ctlaallJ all 1111111 CoreN oow 
c-Htod in tlcbUnc. Lock ot ro- and 111pplr d1tt1cui.Uoo oau...S br Alllod 

l~l::~ton •• and alr euppl, rout.M -¥ ba" 4ruUc et'Ject an .. ..,, 1 a bU1t.)" to I• preMDt. 'br14&tbMd. So tar, bonftr, no alene ot tft.cuatioo. 
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d.~!· •• ,. &nd dry April boo bolpecl dry tho ........, llld noo.r tutan 

- - ,..0,.pt.ion ot llrp-ocalo oporau..,.. •~ 1111' nu lOUth ot lll6COII. 

J,.bar ot NUlllu dinliono 1.D IIISSU 
• Pnae\ eat.i-.t.M &HI 

(o) ll!lUa· S.llend all orl&I.D&l oxpec!Hlooary roru noo wltlldruD 
,.,_ o.cu .. operation.~. s- ~.ooo troopa - otW .--1n 
1.D RUSSU. 

(b) !!unpt1fn. SUU obollt SO,OOO t.roopa I.D RUSSU, Ia>~ the10 'an 
IIICOpd on li.Doo or .o.unJ.coUon c!UUM only • 

• 
( o) Rown&nl.tn. Sooe 20,000 troopa proi.bly otlU onpcod 1.n TAIIAM 

Brld(OhOAd. ElnWboro OC!Ulvalont or S dhlolono boine .......,to 
ot rout.cl div111ons, proba.bl.J 1"8Min 1o RUSSIA, but. are not 
on.1•1od in active oper~tione. 

WJIA. ~· On 2'7t.h, 2 fUrther J ape.noto e.tt.aoke 1n a.Ma eout.h 
or BU'I'KlDAUNO wtro repuleod. Japa.no10 have 4 batt.tlJ.ont torward on A1WCAN Front. 
Total tnOftlf 1tr.nath thia erea now believed 7 battallona, ot which 6 are bal.f' .. 
tt,.ncth. 

, , AJR OPGRA11QHS 

•rsr!l!!l! ml!!1'. Hight. Out or lJ()8 -•r aircro!t Which opon.IAit-"t.._ 
nl&l>t dllrin& .. u, 64 oro aiuing. Bony otuclt on IIUISIIU1Il. a.oulto bollovod 
Y-.Jry aucctlltul and -.acb ~.p eauae4 1D tom and nel,hboumood. H•"Y raid alto 
on ESSD, Nl\ll.\.1 not. 11t known. NO&J"l.T 400 &lrcl'$/t eepl-oyocl on ••-al.n1tla, 'Wtdch 
1o rotun>lnf I.Dcrooolncly hi&!> dlndeaU • 

l!!:L· Our a~toclto dlNctod 1101U)' opl.not .. ..., ohipplne - 2 ohlpo or 
J,OOO and 2,SOO tone hH b)" booobo and one ot 4,000 -• t.orpodood ott NORIIAI. 
VO'/ att.ckod ott 1'!XEL, llhen 2 le.rge lhipe Itt on tiro and 2 lll.ifte-eweopere and a 
~ra•l~r wore damaced. 

~· Inteneo air activity 1n aupporb or our troops. In ono day 
alono, ottonaivo 1ort1e1 totall44 1)71. J,OOO ton ehip was aot on tiro end J 
l e..ndinc cratt doetroyed at TUNIS. &lCID¥ lost 18 aircraft. oert.ain. J.'o loat 9. 
Pollowll\3 attook.o on ahlpplng. 6,000 t.oll obip allnk orr MAR!TI'IIIO. orr CAPE l!Ctl 
ono thlp doat.royed and another damased, ) Siebel terrill deatroyod and 1 d&magod 
and an oeoort vetaol. MJI"'k. In Cult or TUNIS, ),000 c.on thip and M E-boat dos
t.roy.cl t.nd another thip and 2 E-boets da.mtlstd. t.a.rco achoonor eet on tire south
west or SICILY. In &ll theJo opore.t.iona on_, lost 12 aJ.ron.tt destroyed.. we lost 
5. 

~· Ruaal.an Air Foree fairl¥ •ot1ve, OIJ*tlall.t 1n •outb. 
ai.,Ma t.o.bed IOTKA on Gul.t' of rtMLAND ) tJ.Ma, .ado t.n .ttectl.,. attack oa a.n un
t -pocltl od a1rt1old Oft e•trel tront., c••• cooti~ra'bl• eupport to their troops 
attooltlnc 'fAIWI brlclclbood OD4 coDtlmlod tholr ~ ....,.. boabi.Dc ot &aot l'Nasiarl 
t.owne. C.rMn Air F'orce open.t.od: 1n torc• o•ar Tua.n tGOll\aul& and ap.lnat Rusa1a:n 
t.roope th.Nt.Wininc HOVOfOSSISI, but their opora.t.lOM deoUn-s durlnc courao ot wect 
and at no t..lJN di~ t.he Geren .ur Force wce•ld. in p.lninc 4ot1nU.o local a1r 
1\lporlori tt . . 

'· 
~· Phot.o(rlpho followinc day ohow 40 aoroa or choolcol produc•t" 

fo.c t.ory Poramtmdort burnt and illlporta.nt clut.p to indu1trial buildinc•· Central 
dlotrlcta of town oU U ~ddon by ·-• · 

.,,p.~~!~ .... ~~~!~ onr 100,000 paundo ciMaco l,n o b&ll-bo&rl.n& factory. .b c~rclal conc•m• ol'tectld. Sevore cla.mtce to 
town powor at.at1on, barrack• and over .IJ)O houJ:•• dllt.rtr.cl or daupd. 

WHHVI· Belid•• d&Aap in I.G. Parben.1nd'\lttr-111 ~ acrea donatattd 
1n factor, Mltlnc t.&nk and amoured Tlbiclo ccaponeate. s ... f"' ._.., in_dock• a.NA 

t.o --·· ""' tlobar ,.arc!~. GII!IIIAI.· - propociiDIIo otl~tl lnolotlnf tbat Goran acralo io 
unottoctod "' R.A.r. ra1do 1o oc.pllto!T bollod b)" lattoro t....S on- aolc!len 
copt\lrod on tho !Uooiarl rront. 

mz '!M!T· UD.U..S StatM da7llcbt. at.t&ot on a..u.lt. acbi..-1 con
oldonblo ouccooo llld OOftft1 c!1nct btu on dltt-t obopo oro contu-4, ..-cldn& 
- achlno t.oolo and • oM &:1• 1 and dutro)"iA& olftftl ti.Diohod lorrloo. Ia u ... tad 
at loaot ) -tho - • •oary t.o ro.,.. ..,.u p~tlon. 
5. H!Wi Si!ilJIIIU. latl.-tod elnllon caouaitho woo1t onc!1nc 28Ul - ldllod 41, 
oortou.oly wounded 60. Regraded Unclassified



TREASURY DEPARTMENT 
Washington 

f OR RELEASE, HORNlNG NEWSPAPERS, 
sunday, May 2, 1943. 

5/l/43 -
Press Service 

No. 36-46 

Washington, D. C., May l, --In a tremendous financial 

response to the needs of our armed forces, more than 

$16,500,000,000 has been invested by the American people in 

securities offered by the Treasury during the 3eoond War 

Loan Drive, which closes at midnight tonight , Secretary 

Horgenthau announced today, Although the final tabulation 

w111 not be completed for some daya, it already is evident 

that the 313,000,000,000 original goal has been exceeded by 

more than $3,500,000,000, making this borrowing operation the 

greatest in history, he said , 

"I am greatly pleased by this entirel y voluntary invest
ment by the people in victory,• Secretary Morgenthau said. 
"The unprecedented sum borrowed in this campaign reflects the 
earnestness and vigor of our national war effort. In this, 
as in other ways, a crushing euperioritY of United Nat ions 
armaments is assured and the defeat of our enemies made in
evitable. 

"The campaign now ending marks another milestone in our 
move toward oound borrowing from ultimate investors, rather 
than from oommeroial banks, The banks were limited to pur
chases of approxi.mately $5,000, uoo, 000, and other buyers thus 
subscribed to more than $11,500,000,000 ot the securities, 
I am eapecially pleased that the inoreaee in total subscrip
tions over the initial goal has come entirely from non
banking aouroea. Thie is the highroad of non-inflationary 
borrowing. 

"But even this performance muet be bettered in the fu
turo, Both during the Drives and in the intervale between 
them, it is important· that all who have regular 1nco~es or 

• 

./ 
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• 
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aceu~~1ated runde make eteady purchaeee ot the several iaeuPe 
o! G8vinge Bonde and Tax Savinge Notea which are •vailable at 
all umea. 

"The Treasury wae auhted in the Drive by an army of 
volun t eers and to all or theee part1o1pante tho thank• or 
the Government are duo. I ehould like t o add to thU my own 
heartfelt appreciation or the !reely g1v•n aid or eolio1tore 
froro the financial, inauranoe and other fi elds; ot adver
t 1eere; of the preee, magazt nee, radio, outdoor and other 
mod1a; or department etoree, retailere, t~eatere and othere 
who contributed ingen1ouo d1epla:re , and ot all who Joined in 
the atfort in any manner whateoever . • 

(NOTE - - Detailed figure, , thr ough Fri day, April 30, will bo 
announc~d later in the day . ) 

.... 
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TREASURY DEPARTMENT 
Waehtngton 

FOR RELEASE, MORNING N£l/SPAPERS, 
Sunday, May 2, 19~3 

124 

Prall servioe 
No, }6-~7 

Secretary Morgenthau late thia afternoon announot~ de

tails of subecr1pt1ona 1n thoeaoond War Loan Drive to the 

close of business April 30 as followa: 

(In m1111onf of dollars) 

Funds rrom non-banking aouroee: 

Ind1 vi dual a . . . 

Insurance oompan1ea and 
Mutual Sovinga Banke 

Other corporations .. 

Funds from banking sources 

Funds from other sources: 

Dealers and Brokers 

Federal Trust Funds 

Tot al , 

• • 

631 

373 

10, 70~ 

5,000* 

1,2~ 

$16,906 

• Includes est imated allotment ror 2~ Bonde to banks . 

- ooo.: 
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2. iiWtABX 

ticbtin&: rith btawy lOILea en 'both ald.,, our troope w1U:drh • bol.rt two 

allto tr<W SI!)l IJIOUUli to area ot SI!)l L!DIIIC , 8 allt1 Mn-oovtl:east. ot 

lll.DJ!Z EL DAB. Other en- attaelca hold. ~Uaal.o<l H least 12 .,_ tallko 

dutroyoc! duril16 ftic1rt. of 29th/30th. 8th Arw:t• 29th/30th . OUr troops ro

clin~ around which had been lost .... rte\ll.t or tn.tiQ)' 1.ntiltrat.ioo durl.Jll 

29th. 

) . AIR Of!lRATIOI§ • 

\fESTER.~ F!lQHT. 30th/let. ?93 tono ot H.E. ineendif.riea 

dropped o• ESSEN. let. 48 11nitoc! Statao Fortraaoaa (B.l7) out or 78 d .. -

patohoc! b<aboc! ST. MAZ.URE throush beavy cloud. 7 aiooiJlc . 18 Torpoc!o 

BH\It~btara, eaoortoc! by 40 Boa\lti.Chtara, doapatohoc! to attaclt Cruiaer 

~. proTioualJ' d(htecl ott &~!Jf. No ahlpplnc HOD- M.vy onti

a lroratt troa aho;e and MilT ti&htoro aocouotaroc!. 7 BHW'l&btara lll.IOIJlc · 

lat~nd. :30 airero!"t dupatehed to aea aininc ott French Atlantic porta. 

~· 2~th. Tarreto in WSICAULT Area boabed by 

189 Alliocl airoratt. 

Wll<l· )Oth. Ul>itoc! S tatal L.lboroton (B.24) dropped 

2.4 tone H.!, on LESSW. 

j.FllJTIJ!RA!!l.llj . 29th/)Otb. A BeaW'i&btar deatroyod S 

JO ~'a South ot SAJIDIIIU. )Otb. S99 aocl1111 and ti.Chtar --Sort.iea 

doapatoboc! qainet llldppiJ>g it> SIC!l.Uif CbaMOl. Deapita rooord &.toDiin 

olton by- ti.Cbton, 1 cloaUo7v, a lira• leuoob and an &--•..,.. 
.-, • Ucbt -...., a 1,~ ton ablp, • sui>al "lerr7 aad •• z--• ... 
• 

Oft tl..ro. .._air r uaa 7, 2, 2. OUra - 6, o, o. 
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May 3, 1943 
11:15 a.m. 

FI~ A.,CING-ORGA!IIZATION PLANS 

Present: ~r . Bell 
Mr. Gaston 
Mr . Robbins 

H .~ . JR : Isn' t t here one man in the Federal Reserve 
especially for the Treasury? 

L::t . RELL: I t. i s the fiscal agency department . 

H.I.' . JR: Isn ' t there such a ti tle as fiscal agent? 
Ther e i s some one man in the Federal Reserve who is supposed 
to be there for t he Trea sury. 

l.:R . BEll. : There are a good many of t hem whose salary 
we pay . 

l!R. GASTON : The man who is the head of 
egency i n the bank mi ght be a vice pr esident 
or he might be sane other officer. 

H .~ . JR : Is he celled f i scal a&ent? 

the fiscal 
of the bank 

MR. BRLL: No, he ~ould be head of "t he f i scal agency 
depar tment, and they are not al l the same names throughout 
the servi ce. 

H.M.JR: But there i s a fiscal acency aepartment? 

MR. BELL: That is r igh t . It may not be called ee 
such - that name - but there is such a department . 

H.M.JR: There is some one man - he may be a different 
person in a different bank, but there is such a man, and 
there is such a department . 

»R. BELL: You can pick one, and in same cases two 
people , that handle our business for us. 

... • 
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H.M. JR: I wi l l t ell you what I am groping for. It 
may not be any good. Let me just put it this ~ay: There 
~ill be a succession of discussions . We wi ll start hero 
and do more when necessary. I f I understand the mechanimn 
correctly, we do need the Federal Reserve t o do the fiscal 
agency business for us, that is to handle these securities. 
That i s the setup now, isn ' t i t? 

t.m. BELL: Yes, the mechanical end . 

H.!1.. JR: Yes, the mechanical end. I mean, t here is 
no ~uestion about the mechanical end . But in ~ wind I 
don t see ~by the presi dent of the Federal Reserve Bank 
should necessarily be the Treasury ' s representative in a 
district in charge of sales and promotions and so for th, 
and so on . 

Let me spill this - it is sort of in the air . V1ha t I 
am thinking about is this : After t his trip I am more sold 
than ever on the idea tha t we should have strong State 
organizations with a s trong State man. Let ' s put i t this 
v.ay : Idsho, I think, comes under San Francisco . The man 
in San Francisco has no more business to be supervising 
Idaho than the man in Chicago has. I mean, they are just 
as far apart , emotionally, their i nteres t s, and everything 
else . I mean, there is no connection between Idaho and 
San Francisco. 

MR. ROBBINS : In any subdivision of geography you 
have to have further subdivisions below any logical, l arge 
breakdo~n ; and where possibl e, according to my thought, 
State lines should be preserved . 

H.Jl . JR: I think tney should. For exlllllple - I don 't 
have a map of the United States - Seattle, ~ashington, and 
Oregon sort of bunch up to~ether . I ~onder if there i sn't 
some wey of approaching this, that we build the thing on 
State lines, and whoever is in charge of the State is in 
charge of everything that ~oes on i n that State which has 
to do with selling aecuri hes . 

Then the question is - let ' s say we take three or 
four Stat es and have a supervi sor over them - does that 

... • 
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necessarily - does that person necessarily have to be the 
president of the Federal Reserve Bank? I don't think eo . 

~R. BELL: I don 't suppose it nas to, but it seems to 
me you are going to rely to a large extent on your banking 
system to put over these drives . It certainly is the 
Federal Reserve - I agree you s •. ould keep your State lines 
v:bere possible, but in some cases where you have .a Federal 
Reserve setup it would not be possible to keep str ictly to 
State lines . 

H.M. JR : I have changed, Den. 

~R . BELL: Have you? 

H.M.JR: Yes, and I will tell you 'Why I have changed. 
This thing is all very fluid, and I am just oeginning t o 
think out l oud . I am sort of groping for something. I 
v.an t to ansv.er Bell. I have said ri ght al ong just what 
you said, that we need the bm ks - need the Federal Reserve 
vtith the banks . I don ' t think that that J s necessarily 
true, and I will t ell you why . I think future drives, 
when we want money from banks, should be sep&.ra te f rom the 
drive where we want money from the people, and \':e should 
separate the two . I think it gets all mixed uv in people' s 
minds, and they think they are buying s seven- e1ghths 
certificate and they are being patrioti c, or they are 
buying a tax note and they are being patriotic, end they 
are not. It doesn't mean anything. It is just en out. 
I don't see that if an~ when we want to raise some money -
four or five billion dollars in the banks - that we can't 
do it as a straight banking operation. 

MR. BELL: Sure, we can do it. 

H.M.JR: I am going to be very, very fr&nk here. 
banks have got to take thi~ no argument about it. 

The 

YR. ROBBINS: We don't need promotion to sell them. 

H.M. JR: That is the point, and we don't need the 
Federal Reserve. we need it for the mecnanics. There ia the 

•• • 
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fi seal department, which we here in the Tr ea sury completely 
pay for - maintain . I don 't know whet her you are conscious 
of that, but there is a Mr. X in each bank wr.o is the 
Treasury man, end he is the f ellow ~howe paf 'for. That 
fellow has to do ~hat we like; and if we don t like him, 
we say, "Put somebody else in . " But again he is the mechanics 
and he isn't a salesman. Right? 

MR. BELL: That is right . 

H.M.JR: But he does ~be thing. Now, the importan~ 
thing - I have to make a l1tt.Le speech here to bet it out 
of my system. The important thin~ as I see it, isn't the 
four or f ive billions that we have to get f r om the banks 
periodically and wnicb we could get because the banks nave 
to take it, but is this very, very difficult task of selling 
outside the banks. And what I looked forward to - as 1 aay, 
in most every community that I have been to where they may 
not be necessarily f riendly to the Treasury or friendly to 
the Amninistration, which is the same thing, but in the 
c~rununity there is more or less cohesion in that particular 
community . 

Therefore, it is very important tha t in tha t cowmunity 
we have a l eader who is fri endly to the Treasury. And that 
may not be the person who is the president of th~ Federal 
Reserve Bank. 

Now, the thing tha t I am kind of l eaning towa rd - and 
as I say, I want plenty of di scussi on end plent y of t ime 
end thought on it - is something like what we had at the 
Farm Credit where we had twelve agents, each agent i n char p;e 
of four States, with lots of authority, you see. They wer e 
very carefully picked. 

UR. GASTON: Those were in the Federal Land Bank 
Districts, which differed somewhat from the Federal Reserve 
Districts, although there was the same number of them. 

•• -
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H.li. JR: Herbert, I can't hel p it - the fact that 
the Federal Reserve Di stricts are thirty years old, or 
whatever they are , are antiquated - end the best example 
is that Det roit thirty years ago was an unimportant place. 
Today I say it certai nly is as i mportant as Chicago, if not 
more so but still they are subordinate t o Chicago, I 
mean, ail kinds of things have happened in the lest thi rty 
years. 

:!30 

~ho ~ould dream thet t he hundr ed twenty thousand ship
worker s would cove i nto Portl and, Oregon, in a year . I 
mean, Portland, Oregon, the ci ty of rose~ has become a 
ci ty of shi ps . 

All of these t hi ngs are happening. I woula like to 
vet - this is the kind of thing I am thinki ng of i n a way -
1f I could get a man , t11elve good stout-hear ted - what i s 
tha t song - good stout-hearted men who thought right , who 
felt right , t"o supervise each fou r States . 'l'nen have the 
Federal Reserve i n sort of an honorary position - the 
president oi' t he Federal Reserve - but no t much more than 
that , you see . 

Then the State chairmen - have each Sts te chairman 
in compl ete charge of all sales of securiti es wi t hin the 
State but Ylith some sort of honorary chairnan positi on 
i n r ei etionshi p of the Federal Reserve over these f ellO\\S, 

As the t hing gets tougher - now, l et ' s take this 
f ellow Gilbert, for i nstance, in Dallas . If this thi ng 
gets t ough - I mean, Gilbert i & a nice f ellow, and he most 
likely i s trained to run his Federal Reserve Bank well; he 
is i nteres t ed i n shifting of currency fran one bank to 
another; he i s inter ested tha t the banks are havinf their 
loans paid off ; but he has no social conscience. mean -
and the thing that ! . f eel, and you oan ear,, ''V•ell1 Mr : 
Morgenthau, that isn ' t what t his is for . That 1 s r1ght, 
but this is what I went to make it for . 

I thi nk thi s bond- sel ling th.l.og is one instrument 
~her e it can be compl etely uni t ed oetween the people and 
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the Government, and can be used as an instrument of war 
spirit to help wi n the war on the home front . Not to use 
it would be just criminal. God knows the President needs 
all kinds of help, and when you can go to some of the places 
th&t I did and see this magnificent spirit in some places -
and others not - but when you can get it at a certa1n pitch 
then that is t he pitch we ought to aim for all over, and 
tlte presi dents of t he Federal Reserve &.nks haven't got 
what i t takes. There is no use criticizi ng thee or ~etting 
mad at the~, because t hey weren 't put in there for tna t 
1ur ose. Is that right?· 

I'R. ROBBI:IS: That is true. 

H .~: . JR : They just v.eren't put in there f or that 
purpose. I mean, if I talked on any of t hese t hings -
management-labor - to ;r. Day in San Francisco he would 
have no idea of what I \'ISS talki'ng about . l t isn't his 
interest, and there is no reason why he should be interested. 

There is no use wasting one ' s energy in getting angry 
at fellov.s like that, but t here ~re people in t hat ccmununi ty 
who are leaders and there are people who are making thfs 
t hing go. Tnose are the people I v.ould like to have as 
leaders for us . 

Now, as ~ say, t his isn't somet hi ng you can fut dov.~ 
on a chart, but this is the way I feel, and I don t think 
i t is unworkable. 

\1.hat do you think, Bill? 

1!R. ROBBI NS: I think that t he vat•iation that you are 
developin~ here for us from the plan or suggestion that I 
have subm1tted is not very greet. 

My whole thought hinges about the selection of t hese 
twelve men, just as yours does . 
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Now, f eographically I would put them in the twelve 
Feds, and "ould have the Federal System involved in 
this financing operation in a more important - to a more 
important degree than you would but I certainly would 
be equally as keen about the seiect ion of the proper twelve 
men. 

I think there is Ylhere your whole plan will hinge. 
f eel so sure that our success or f ailure in this field 
organization will hinge upon the quality, the character, 
the philosophy, and the leadership of those men. 

I 

Now, I am not so concerned about taking the and saying, 
" .. e 11ill take four States to a man end set six or eight men 
up in offices . " That seems unnecessary. They should tie in 
11i th the Fed . The Federal Reserve System will handle our 
securities and will provide a community leadership when it 
cawes t o organizing the banking profession, and we vtill need 
them. If this man is good and strong - I am not going to 
worry a bout the Paddocks and t he Giloerts . 

As a matter of fact , it is interesting that you picked 
Gilbert . He has the best record on individual securities 
of any dis t rict i n the United States . 

MR. BELL: Sure. The two distri~ts that we thought 
might be the worst were the best, Atlanta and Dalles - a 
hundred and fifty-nine percent. 

MR. ROBBINS : Yes, for Dallas, and almost a hundred 
and fifty percent for Atlanta . 

H.M . JR: That is in dollars? 
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1IR. ROBBINS: Percentage of dolJ.ara sold to individual a. 

H.M. JR: Then t he question &eta down t o who the indivi
duals are. I mean , it geta do~ to bow many of the people 
in Uallas in that airplane plant that they have there - I 
think it is Consolidated - bow many of those people have 
bought . The reason that I was - you might as well get the 
wnole picture - Bell knows it , but you hio men don ' t know 
it - this is confidential. 

They had a meeting which JillllllY oyrnea called of his 
committee. They asked me to come and I couldn't come , end 
they had Paul oome . That group there , without knowing a 
blankety-blank thing about this drive -and t hat goes for 
Paul, too, and I blame ourselves - why n don ' t sell our 
owo Treasury people , I don't know- that froup has pretty 
well made up their mind• that they are go ng to get an 
amendment for compulsory savings on this pre sent tax bill 
Tlhen it goes over to the Senate. 

Well, 11e had a pretty tough fight here for ho hour• 
Saturd~ morning. I came down just to say hello to every
body. ~bile 1 coul dn 't un-sell Paul on compulsory savings 
I did un-sell him on the idea of trying to put anything on 
the bill when it got to the ~nate, and for heaven's a&ke 
let's get this country on a pay-aa-you-go basis and not 
begin to add amendments. 

I sold him on the political wisdom of tha t rather than 
trying to put on a compulsory savings . But Byrnes and his 
crowd over the t•e - the Chamber of liommerce man - the fellows 
that aren't for it are the farmera' union man, who is 
interested, Davia of the Labor Board, and one othtr. 

llR. BELL: O'Neal? 

H.K. JR: Patton 11aa with ua . but I Mean, you never 
know - you go along here in the middle of the drin and you 
think you are going to come home - iou haven't even had the 
fun of tasting eeTenteen billion do lara when these fellowa 
begin to talk about compulsory aavlnga. So the answer that 
they give - they aay everything ia lovely. You just don't 
know what is happening. 

•• • 
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But here we are r ight here in the 'l reasury - Paul 
thought we were selling four hundred million a month of 
E Bonds . . 

So what I am getting at is this fe.Llow down t here may 
have sold a hundred and fifty percent of his quota to indi 
viduals , but they come r ight back and say, "V.'ho are the 
individut.ls?" And we have got to be able to answer it. 
Are they the fellows they are alming fo r with around t hree
thousand-dollar incomes? I don't know. Hut we have got to 
be prepared to answer it. 

MR. RO~~INS : Yes, we have never bad records tnat 11111 
give ua that answer. 

H.M. JR: If they give us compulsory savings , what they 
are t alking about - twenty billion dollars of compuls017 
savings - there isn ' t much use of talking here about what 
kind of an organizat ion we are going to have. hight? 

MR. ROBBINS: That v.ould change the picture awfully 
fast . 

l34 

MR. GASTOH : Of course, they can ' t get any h ·enty 
billions of compulsory savings. I t just cannot be done, and 
what they can't see is that you cannot get, by the compulsory 
saving method - you can't answer the problem by the compulsory 
method. You get a part of it and stil l have to go along 
with your volunteer organization . 

H.LI.JR: Herbert , I am '1\'i th you a hundred percent, but 
here I walk in ~aturday , really very excited about this 
t hing, and I get t his thing between the eyea because Jimmy 
Byrnes is no mean person t o conjure wi th. 

They postponed the next meeting until Wednesday, and 
the fellow I want to work on ie 'VIalte r l.leorge. I want to 
see George tomorrow because if we get him sold we are all 
right . But you just come back and you don't know where you 
are and mat is happening. 

Regraded Unclassified



- lO -

But that all revolves down again , that the kind of 
fellow that I want in these States, and I don ' t care -

::!15 

, i ve me my State organization• plus twelve good eupervisors , 
and i t isn 't terribly important whe re it heads up other than 
the psychological effect. 

Did anybody hear Drew Pearson !&at night? He went on 
the air and he said, "There is a big fight going on in t he 
Treasur,r and Morgenthau has pretty much sold out to the 
bankers. " 

(The Secretary held a telephone conversat ion wi th 
llr. l)e\lgkiee . ) 

~JR: He will come by in the morning or for l unch. 
He ia the key man, and John ::.Ullivan says if we show him 
these figures and show the distribution , that would answer 
his question . He wants a bigodiatribution so that when 
this war is over there are a lot of stoJkhol dera who are 
intei•ested. 

Mit. ROBBINS: That is ri~ht . Now, we can ' t give a lot 
of detail about the distribut 1on . 

MR. BELL: We can give what we get out every day from 
the chart. 

~. GASTUN : I heard Drew Pearson . I also talked to 
Leon Pearson for some time on the phone in the afternoon. 

H.~.JR: Oh, you are the leak, are you? (Laughter) 

MR. G! STON : Drew was a~parently all set to say you had 
sold out to t he bankers - and be didn't say that - and that 
the whole War Savings organization wae going t o be scrapped. 

I told him there were two diffe rent types of operation. 
Tho re was the question of selling to the banks and to the big 
corporat i on•, and that we had had a special committee for 
that purpo1e; that we had endeavored to combine them and 
coordinate them for tbie drive, I tol d him that the eal e 
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of War Savings Bonds was an e_ssential part of our oper ation 
aod that it would continue. 

You notice he said, "I am privileged to atate that the 
\.ar Savings organhation will be continued." That is the 
way he ended his broadcast. 
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H.M.JR: \~bat he said was tllat we sold out to the 
bankers , but he was going to predict on the thi r teen billion 
dollar drive - he didn ' t even have the figures right - tha t 
the three hundred and fifty thrusand volunteers would prevail.,. 

Mfi . GASTON: No, I am very sorry to say that is not 
~nat he saio. I am sorry to correct you. He said tnat tha 
War Savings organization ~ould be continued. He was pre
pared to s~ just the opposite. 

H.M. JR: I didn ' t hear it. Did you hear it? 

MH. <rASTOII : Yes. 

ll .M. JR: And that is what he said? Do you want to bet 
on it? 

llR. GAS'l\)N : It was substantially t n.at. I will get hie 
script. · 

H.M. JR: That is all right . 

MR. GASTON: He was prepared to say just that ver y 
thing, that we were going to scrap the volunteer sales 
organization. 

H.M.JR: Somebody confused me. That isn't going . to 
influence me. 

But Dan, ian't there a way - you can think about this , 
and I am going to have another talk - I take it you are with 
me on a strong State chairman . Right? 
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MR. ROBBINS: I think that if subdivisions 
of any large breakdown of geography where State 
be followed, that is what we should do. 
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can be made 
lines can 

H.M. JR: Then I am thinking in t 81'ma of maybe twelve, 
maybe fifteen - I don't know- for a better term, I cal led 
them supervisors, then the questi on ia, where do they 
head up? 

Mh. HOBBINS : That is where I go for the bank. That 
i s where I think the Fed is the place. 

H .~ . JR: Let me argue. They could head in here. 

~It . BELL: Sure they coul d. 

L{k. ROBBIN.:i : Don 't forget the thought , however, tba t 
ou r success will be largely dependent on our ability to 
decentralize, push out, push down. 

H.M.JR: Yes, but you could still do this. I mean, 
whether they head in he re , or head in here through the 
presidents of the Federal keserve Banks, doesn ' t make an 
awful lot of difference . 

MH. ROBBINS: I think we need the Federal neserve System. 
They have a very real part. 

ILk. BlLL : I y;asn ' t thinking of t re receral t>ese rve 
Banks and t heir doing the bank tinanc;:f• but thousands of 
tnese people on your vari ous local eo ttees are bankers. 
That seemed important to me in selling bonds to your indivi 
dual• through t hose groups , that it was important that they 
tie in with the Federal Reserve Banks. They have t hat con
tact. 

H • .M.JR: Dan, the bankers can seU bankers, but the 
bankers and the security salesmen cannot sell t he farmers 
and the labor people. They just can ' t do it , and it is 
bad public relations to have t hem do it. 

•• 
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t.!R. IDBBINS: You need all kinds of people to sell 
all kinds of other people. 
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Mn. GASTON : You have tr.o different things, steady 
canvass among ~orking peopl e and all classes of ~eople, and 
then you have t his question of the banks. 1hat 1s negligible. 
You can handle t hat thrcugh the routine machinery. The 
insurance companies could also be nandled through the routine 
machinery. Md you have the large corporations and in addi
tion to that, the individual large investors who are on 
the lists of the banks and of the investment security people. 

IAH. !DBBHIS : I don 't t hink I put as much importanoe in 
my thinking upon the absolute necessity for the maintenance 
of s t rong State or ganizations as you do . I think that where 
it is l ogical and natural, t hat that woul o be the easy, 
no1ua1 way to put your s ubaivisions together of any larger 
classificati on. Hut l don't think t hat in terms of relative 
importance the organizat i on leadership established at the 
.)tate level is as important as that at the couununity level. 
It is corn."unities t hat d,o this job , really. 

H.M. JR: \'.ell, ,,e 'fi'On' t fight over t hat, but on the 
other hand, when you go t o a meeting, t he governor comes 
down , and' so forth, and so on . I t certainly is an advantage 
or an as set r.hich I don't think can be thrown away . 

MR. :OOBBINS : I don't think we have to t hrow it away . 

H.M. JR: I don't think we should. l 'hat is the way I 
fee! . The f i rst c4se, the man in charge of the ~tate, it is 
going to be terribly important to get the right man and then 
the fe!low above hi.m, and I don't think t he fellow above 
our State chairman should be the president of the Federal 
Heserve Bank. 

KR. OOBBINS: I don ' t, either. I t hink the. fell~w above 
your :State chairman shwld be a man who 1\0uld glVe his COIII

plete total time, and then I , of course , tied nim into tl1e 
Federal and had the zederal '~serve 111aintain its general 
authority over the whole organization. 
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H.H. JR: Well, I Jras t hinking in some sort of honorary 
capacity. How much time do the presidents give to thi s 
thing? 

Mit. BELL: Dur ing the drive period they give an awful 
lot of time. 

!.IR. l\OBBI NS: Practically a hundred percent . 

MR. Bhl.L: Af ter a drive period they wouldn ' t give a 
lot of time. 

WR. ~OBBINS : I should say AlJ.an Sproul spent seventy
fi ve percent of his time . 

MR. BELL : I v;ould uy A! Wi!iiams, too. As a matter of 
f act, AJ. ~iJ.J.iams just dropped the bank stuff and -~ent to 

work on t his . 

Mk. GASTON : \~he re is ~illiams? 

Mk. BEl.L : Philadel phia. 

H.J.! . JR: You see here so many things keep cropping up 
which are wrong . 

I sent you (Robtins ) a note. I read this J.ast report 
of \,aJ.dman , I used to get each week how many days behind 
each issuing azent used t o be, and when they were back I 
used to ra i se he!l and fouow it per-D na!ly and get the 
thing. he goes up to the Sun ~bipyards and t hese other 
places, and we just don't get the bonds out . I ought not 
to have to watch it but sane body is fa .Uing dovm on the job. 
I sent a memo to you . Haas used to send me once a week -
where they wer e over ten days old , we used to call them up -
in some cases I woul d write the president of the company a 
letter , personaJ.J.y. "Chrys!er can do it i n th ree daya; why 
does it take you t hirty?" 

There are things like t hat which show weakness in our 
OY.n organiza t i on , 

• 
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Mit . BELL: Haas used to follow it through the Federau 
ana the Federals are just about as current as they can get 
thern, now. The issuing agent 1a another thing. I asked 
1\aldrnan - I never knew the man existed until you sent me a 
note about him - I asked him if he ~~uld give me a report. 
He went around and found these oases we could follow. He 
cou!dn ' t give me any specific instances in the Pittsburgh 
area. 
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H.M. JR: lie is just back on the ::.Un ,jhipyards, but 
asain there are complaints of delay. dut I am just using it -
that ia a t hing which should be handled on the ~tate level . 
I mean, if the Sun "'h.ipyards in Philadelphia are - I don ' t 
know how many weeks behind - then the State administrator 
should be t he fellow to go after them. 

l.!lt. ROBBI~S : I don't think that example really is 
controlling in the question of whether you have ~tate or 
othe rwise . I think-~ 

H.M. JR: No, no, I am just using it to show that t here 
are weaknesses in our present organization. 

Ml\. lDBl1INS: Yes, but l'>hat v.e need are these managers; 
v.e need twe1 ve very good managers. '>hat is the cardinal 
thing \\e need in the field . I think we have some good men. 

H.ll.JR: Oh, we have ; and as far as I am concerned, it 
is the individual man t hat 1 want, i r respective of what hu 
background is . But the fe1low has got to have - the fe1low 
on this thing has got to feel the war first. he bas got 
to have a burning desire to win this war. And ~e has go~ to 
have a social sense; he has got to be ab1e to Blt down va t h 
a fellow in overalls and ta1k it over; he has got to appre
ciate the fact that we have got to use women - which 1 
didn't get anywhere on this trip. I mean , they give - the 
v.omen take an awful back seat in this thing. 

MR. ROBFINS: Did you get into some of the off icea and 
see how they are set up and operating'l I guess you didn' t 
have a chance to do that . 
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H.M.JR: At the banquets they didn't even invite them. 
I couldn 't get them to invite Mrs . McAdoo to come to the 
banquet • 

.t.!Jt. ll)ijBINS: They sure have been operating. 

H . ~ . ~~: But also the labor people. I mean, both in 
San F1•ancisco and in Dallas , iust straieht bankers or in
vestment men . I never saw a abor man there. 

WH. r.A~~JS : There was no labor man at our dinner in 
Portland. 

it . tl.JR: That fellow from the AF of L - wasn't he 
there? 

Mk. GA:lTJN : I don't know . I don 't think he was. 

H.M.JR: No, there voas no labor man and no women there, 
I guess that is ri6ht . 

Well , let ' s let this be the fi r st talk and let's think 
about it. If I get a little time this afternoon, we will 
have another talk and I will keep at thi s thing until we 
set it settled. 

I mean , it would be better to give you no promise than 
not lo keep a promise. But as I get time , we will kee~ 
doing it over and over all week, hoping we can settle 1t 
t his week if possible. 

Mli . OOBBINS : I nave to go to New York to make a talk 
at the Na t ional Association of Savinge Hanks on •hursday. 
That is the only out-of-town engag~ment ~ have. 

H.M. JR: You will go up there Thur sday? 

MH. rtOBBINS : I wi ll go Vlednesday . I am going to try 
to go to a direct ors ' meeting in New York. 

H . !~.JR : Do you wan t to stay over the week end? 
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MR. ROBBINS: No, it isn ' t necessary. If t his problem 
oan be handled, it is the number-one probl em. 

H.M.JR: I will keep on it . 

Mit. k)BBINS : But if we are so fixed that it won't be 
discussed, then I would stay, because I haven't anything to 
do, really, until this die is oast. I am not at all busy, 
and I have inspected the "bite House lawn , now, continuouuy. 
It is in very good shape . (Laughter) 

MR. BELL: From your window? 

Mrt. 1\l.JbBINS: Yes , I am not at a!l busy. 

H.1! . JR: One thing, Herbert, I think this - well, I 
\\i sh I could say the same ( laughter ) - I an perfectly willing 
to have my four- thirty press confePence , but 1 would like to 
give the boys - tell them that about six o' clock tonight 
we '111.1.1 ~:ive them the figures aa of tonieht - the ones that 
oome in today. 

MR. BELL: At your four o'clock press conference you 
can give the Saturday's figures incl uding today's reports 
of ~aturday on savings bonds, tax no t es. 

H.U. JR: ~on ' t you nave another series of reports 
tonight? 

MR. BEll.: Yes, but that 11Ul be about six o' cl ock, and 
we intended t o get the final figures in tonight on the t•o
peroent bonds and allot tomorro11 morning. ~e can gi ve them 
the total subscriptions, if you want to, tonight. 

H.M. JR: I would like to wait because you will only 
get one play and 1 would like to have the figure, wnatever 
we have succeeded in t oday, letting that go in for the story 
for tomorrow. 

J.fR. BELL: I t will be a little late . 
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H.M. JR: That is all right ; they cau W&i t. 

MR. BELL: Do you want to give out anything on the 
t'lio- per oent bonds? 

H.M. JR: ~by not? 
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M& B£LL: ke can give out the total 1ubecriptions and 
say that allot ments will be approximately so much, if you 
want to . I suppose we can make allotment• if you want me 
to give you a ring on the telephone about six. 

R.H.JR: Yes, do the 'llhole thing. 

You (Robbins ) seemed busy enough in Bell's office 
Saturday morning, but you haven't got enough to do ? 

Mk. ROBBINS: No, I really haven' t . The organization 
now goes back to i t s former operating st atue, and aside from -
we are putt ing on a market research job, and a few things 
of that kind. 

H.M.JR: I want to get the adTioe of other people in 
the Treasury as we go along. I mean, I want to invite 
Graves and Gamble in, and a few of those people, and hear 
what they have t o say. 

YR. ROBBINS: It might be a thought for me to give 
L!r. ~>aston a copy of that report J. gave you . 

H.}(.JR: I wish you .,;ould. 

MR. ROBBINS : Dan bad seen it. 

H.M.JR: I wish you would. If 1 get some time this 
afte rnoon - I will say it now - we will continue t his 
around three . 

Before I went away I asked Harol d ~>ravea to be studying 
this thing and to haTe euggeationa . I will ask him if he 
has anything . I haven' t seen him. 

(The Secretary held a telephone conversation with Mr.Gravea) 
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H.Ll . JR: No private audiences: the re is no use. 

Have you shown thi s (indicating J~bbins' pl an ) to any 
of the people 7 

MR. ROBBINS: Just to Bell, today. 

(Lt . Comdr. Stephens entered the conference. ) 

H.Y. JR: You will all have to loosen up a bit . 

Who was on what I call the War Finance group? 

LT. CCUDR. STEPHENS: Bell, Hobbins, Peabody, uraves, 
Buffington , uamble, Miss Elliott , and Gaston . 

H.M. JR: Let 's tel! them to be here at three o'clock. 
'.\e will put ail the cards on the t able. 

Mk. ROBBINS : Stuart Peabody has seen that . He helped 
me a little bit with it. 

Mlt. BELL: And Eccles? 

H.!LJR: No, this is entirely - do you want Peabody? 

Mk. ROBBINS : It doesn't really matter. He has not made 
any trips . He has been confined to his one activity. 

H.M. JR: kead that again. 

LT, OOMDR. STEPHENS: Bel!, Mbbina, Peabody, Grave a, 
Buffington , Gamble, Miss elliott, and Gaston. 

H.M. JR: I think so . Do you see any reason why I 
should see each group alone? 

Mh. BBLL: I don ' t think so. 

H.M.JR: Well, I am not going to. I am going to do i t 
the way it is easiest .for me . 

llM. BELL : If you aee them alone you will get a lot 
of kicks they ·bave gotten over the telephone from anybody. 

• 

Regraded Unclassified



145 

- 20 -

1! . ~1. JR: I will do it tllia way. Robbins haa a pl'an. I 
am ·oing to ask him to put his plan on the ta!:l e and while 
it Xs going to be uncomfor table for a couple of days, I 
didn't want to do it ~bile the drive is on . I will get the 
benefit of each person, and we oan all keep our good humor and 
get somet hing out of it. 

MR. FO BBINS: I wil.L stand on t hat. That i s what I 
think ought to be done. 

LT. CCUDR. STEP !ill! S: Three o' c.Lock. 

H.U.Jfo.: IIi thout J'eabooy. 

M_q, ROBBINS : He, of course , bas a very .Level head and 
is intimately associated with the group . It might be nice 
to have him. ne has some ideas about i nternal organization 
and part of that has to do with--

H.!-!. JR: Let's have t his meeting without him, and l ater 
on bring him in. 

Mh. GASTON: You might Y:ant both Odegard and .r'eabody at 
a later meeting. 

Wh. BELL: · Peabody is le aving t he 15th. 

H.M. JR: I am not going to have Odegard in and I am 
not going to have Peabody ; not at this one . 

MR. ROBBINS: I t i sn ' t necessary . He is a good sound 
lad. 

H.M. JR: I agree with you . 

We will aee. I will keep plugging at it • 

• 
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Walter George? 

Xes, air. 

How are you? Th1a ie Henry Morgenthau. 

Yea. Fine, Henry. How are you , eir' 

I'm fine . 

Well, you've cloeed up your bond sales? 

We closed Saturday night and for your inrormation, but 
not t or the public, it'e going to go well over 17 
billion. 

Well , that'e fine. That '• fine. 

•• • 

Now, what I' m calling about waa I'd like to have a chance 
sometime tomorrow at your convenience to ehow you bow 
this thing is distri~utrd, because I know bow interested 
you are in getting this into the hands or a lot or people. 
Hello? 

Yea. You mean the - how are the eales? 

HMJr: Yee. 

o: 
HMJr: 

G: 

HMJr: 

0: 

HMJr: 

Fine. I'd like to have it, Henry. 

How, what time tomorrow would be good tor you? 

Well, I juat can ' t e~ at the moment, because I don 't 
know what schedule we ve got over h~re in the Senate. 
Uh .•.• 

Would you - would you want to do it around lunch t 1me? 

I t might be the most convenient time. I could ru~ by 
there and eee you sometime. 

Well, I mean would you like to have lunch with me? Then 
·I ooul d ehow 1 t to you after lunch. 
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If it' • possible. Tha t will depend on whether or not 
fOme atrlke legislat i on known aa the •connally Bill" 
ia up before the Senate. I n view of the truce that's 
called be tween the mine workers and operators fo r the 
tim! bei ng, I don't know what hia disposition will be. 

Well .••• 

I think it's not likely that we ' ll be in aeeeion, but 
I could have my secretary g ive your s ecretary a ring 
this afternoon. 

Fine. I - I'll keep it open and i t you couldn't do 
it, then would you want - would you oare to drop by 
on your way to the ottioe in t he morning? 

G: Y~•. r could do i t one or the other. And I - I would 
have my secretar y call you. 

KMJr : 

G: 

Hl!Jr: 

G: 

Hl!Jr: 

0: 

I:!MJ r : 

G: 

HMJr: 

G: 

IIMJr : 

G: 

How, let me a sk you thi s. I a - is Clere anyboey else 
on your Comzittee besides yourself that you would like 
to have hear this story? 

Well , I think that there are other membere of the 
Commi ttee that might be interested in it. Anyone that 
you might wan t to have i t , why, auppoae you Jus t give 
them a rlng s ft er we fix a n hour. 

All right . But I'd like to be advi sed by you who 
you would like to have. You migh t - you know - I 
I - I - you' ve got so many important Senatore there. 
Maybe , in the firs t inetonoe, I'd better Just give it 
to you. How would that be? 

All right, Henry. 

I think , i n the tiret i natence, I ' ll give it to you, 
and then maybe 1f you l1k e i t , I could gi ve 1 t to your 
whole Committee. 

Fine. Fine. 

Right? 

All right. 

And then I ' ll hold myself open till I hear from you. 

All right. 

Thank you. 

All right. 
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FI!'<AiiCI NG - ORGANI ZATION PL/JiS 

Present : ~r . Bell 
J.: r , Gaston 
h; r , Robbins 
L: r. Buffington 
A:r . Graves 
!.:r . Gamble 
l.:r . Peabody 
..:r . Odegard 
!:iss Elliott 

Llay 3, 1943 
3:00 p.m. 

H.LL JR: \vell, Harold, supposing ypu proceed . 
are amongst friends - I hope . (Lau~;hter) 

You 
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MR. GRAVES: Yes, sir . I have not attempted to make 
any ar~nent at all , but merely i o slate a plan . As you 
sugges ted to mei I have t~o alternative plans, one of which 
IJr . Gamble and definitely favor .'"'~e other I woul d 
characterize as a sort of compromise plan. 

H.!.l. JR: V•hich is the G811lbl e plan, the camprOI"ise? 

MR. GRAVE~ : No . ~r . Gamble and I agree on ~hat I 
have described here as plan one - as the plan we recommend, 
(Copy of Plan One attached . ) 

"Divide Treasury financin e; operations i nto b.o par t s, 
as follows: (a) sales to bank1ng investors, dealers, and 
brokers , and Federal trust funds; (b) sales to all other s 
(individuals , insurance companies, mutual sevings banks, 
corporations, associe tionsi etc . ) , Entrust the responsibility 
for item (a) t o the Federa Reserve Banks--

MR. GASTcr~ : That is financi al banks and financial 
corporations, i s i t not? 

UR. GRAVES: That is bonks , brokers, and dealers only, 
not including insurance canpanies, which fall into the second 
classification . 
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"Entrust the responsibility for item (a) to the 
Federal Reserve banks and keep the sale of Government 
securities to banking inv estors, dealers, and brokers, 
etc.i entirely separat e and apart from special ' drives' 
invo ving the general public . 
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"Entrust the res'Ponsibility for item (b)" - that is, 
sales to the public, lncluding, as well as individuals, all 
corporate investors, mu tual savings banks, insurance com
panies, and so on - "Entrus t the responsibility for item 
(b) to the ;·,ar Savings Stai'f, v1hich will hereafter perform 
t~o general functions as follows : (a) the continual promotion .• 
of savings bond sales Series E, F, and G through pay- roll 
savings, the farm program, the women's program, the school 
program, etc. 

"(b) the conduct of periodic drives for the sale of 
such other securiti es as may be offered to the public, as 
well as savings bonds . Create in the \Jar Savings Staff at 
all l evels - National, State, and local - a new division, 
possibly to be called the ' Special Drives Division, ' to 
plan and conduct the periodic drives for the sele of 
securities to the general public . 

"In each State organization of the V1ar Savings Staff 
appoint a qualified person to serve as head of the 'Special 
Drives Division . ' These persons will serve either with or 
without compensation, as may be arranged in -particular cases, 
and in part will be recruited (rom among the executives of 
the district and r egional Victory rund Committees . 

"Generally speaking, the Victory !'una Camn.i ttees at 
city, county, and local l evels, will half to provide the 
nucleus for the 'S~ecial Drivee Divisi.on of the War 
Savings Committees - at those levels . 

"At national headquarters" - that is, here in \'.ashington -
"the War Savings Staff will be reorganized so as to provide 
machinery for planning and supervis ing the.periodic drives . 
A ' Special Drives Division' will be astabllshed to handl e 
this function exclusively . 
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"In order to provide mor e effective supervision end 
coordina tion of the wo r k of t ne War Savine;s Steff in the 
f iel d, in viev, of its i ncr eased responsi b1li ties under 
the proposed plan, t he country wi ll be divided i nto a 
number of reg1ons or di stricts . An of fice r will be designated 
as supervisor or coor di nator fo r such r egion or di strict . 
This of f i cer wi ll have no administr ative fun ct ions other 
then to keep con stantly i n touch wi t h the ~tate organi zations 
of the \',ar Savings Staff i n his dis t ric t with a view to 
i nsurin f ull success of t he operat i ons wi t hin each Stat e. 
The regional coordina t ors wi ll report t o the head of t he 
··ar Savings Steff at \':ashi ngt on . 

"The \,ar Savinhs Staf f , as her etof ore, will repor t to 
the Secretary through an Assist ant t o t he Secretary, as t he 
Secreta ry may designa te." 

!.ow, that concludes--

H.M. JR: You have to do it again ; I d i dn ' t get it the 
f i r st t ime . 

(Plan One r ead agai n by !:. r . Graves . ) 

H.l . JR: It is open for discussion . 

~. BELL: Tha t i s about t he same as Eccles suggested 
the l ast time . Remember ? He said, "Split thi s off and l et 
the Federal just handle the bar.ki ng end of it and l et the 
• •• ar Savin6 s be respon sible for the other . " 

H.LJR: Didn ' t he do that v.hen be us a li t tle peeved? 

LlR. BELL: He did it at the end when you couldn ' t get 
the whole organi za t ion into one . lie said t hat thet mi ght 
be the way to do it . 

MR. GRAVES: I was here v.hen he made that sugg?stion . 
I didn 't t hink he was saying t het i n a moment of oe1ng 
peeved . Di d you, Dan? 

H.M.J R: I thought it ~as for trading pur poses . 

MR. PELL: I t hought he might be doing it t o get out 
from under the r espon sibility . I dl dn ' t lcno11 he was 

exactly peeved. 
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H .~· . JR : I got a most unusual letter this morning 
from no less than Mr . Grant , who says he has been v1atching 
thie thin& very closely in l!.ichigan , and he has asked to 
come in to see me . In this letter he sets forth that he 
has reverted to his original idea that there should be two 
separate organizations . 

t.:R. ROBBINS : He will be in town to:t~or r ow. 

!l .LJR: He bas an appointment !'ith me. he se.ys he . 
oes oack to the original idea of tv.o separate organizations . 

!.:R . nOB~L,S : He has had that idea off and on, a little 
cola, a little hot . 

II .!.: . JR: He said, "Ri6ht rt:PI - I was off it , but after 
~atchiug it I am back . If you ~ant the benefit of ~het 
I have seen in Michi gan, I 110uld like to ghe it to you . " 

MR. GA5TON : \~bat would be his idea of two separate 
organizations, one organization for the drive and the 
other for the steady pull, or one organization es Harold 
suggests for the banks and cnother for t he indivi duals? 

H .~ . JR : He doesn 't say. It is just a ver~ short 
letter , He said, "I think you would like to knoVI that I 
am back v.bere I started. If you are interested" - ~ e 
taid, "I have v.atched the t hing very closely in Michigan ; 
end if you care to have the benefit of my experience, I 
would like to eive it to you." 

MR. BELL: He has in mind the Oec«nber setup, doesn't 
he? 

L!R. ROBBINS : Yes, pretty much . 

MR. BELL: One for the drive, and the Vlar Savin6S Staff 
to go along a..bout as it be s , 

H.[.JR: George? You usually have some ideas . 

MR. BUrFINGTON : One organization. 

- ·-
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H •• : .JR: Well, I think we are all agreed on that . 

MR. BUFFI NGTON: It ie just a question of whether you 
ere going to go the State route or through the Federal 
li.eserve Bank setup . I got the impression from Eccles' talk 
that he wasn't particularly displeased. He just thought 
that if there was failure to get together on the one organiza
tion permanently that it might be better to break off the 
banking to the Federal and let the v.ar Savings take tl:.e 
rest . 

In a conversation I bad, Bill, with~ . Grant. when you 
were on t ne Coast - or rather Hobbs had it and repeated it 
to ~e - he was in favor of the two separate orgen1zations 
just about as they function ed heretofore . 

H .~· . JR : We never bad the so- called Grant committee 
during the drive, di d we? 

~~ . ROBBINS : No. I have seen Grant on two occasions 
and Bathrick also. 

MR. BUFFINGTON : The suggestion about the organization -
I l.ave yet to find anyone in the field I have cane in contact 
with who isn't in favor of the one organization . Kost of 
them are probably biased and are in favor of it on the 
Federal Reserve basis rather tnen State . 

h.M.JR : I will say here what I said this corning, and 
I e&ain say, for heaven's sake I don't want this thing 
discussed outside of my office until it is settled. I put 
off this discussion until after the drive ~as over so that 
we wouldn't - there is no need for it to go outside of the 
people in this r oam. The thing that I am groping for ia 
neither quite what Robbins baa suggesteo - although I think, 
if be wouldn't min~ I would like for him to outline his 
in a minute - or what Graves bas, I am just groping. 
It is just the result of the high spots. that I h1t on the 
trip . That is that I don ' t see why in the future we have 
to nave the drive for funds fr~n the banks simultaneouSly 
with drives that we need for the people. You can get your 
two billion dollars, t wo percents, or your two billion 

i 

• 
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seven-ei ghths - you can get tho'se. You don 't have to 
have a.ny drive. People buy some ta x notes, and they think 
how patriotic they are - or some seven-eighths . 

f,fR . GASTON : I think it falsifies the picture. 

H.M. JR: I think that that thing can be done through 
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any machinery. Just sit down and price the thing and send 
out word tha t that is t he thing end it is open for three 
days . Just as long as we are at war I don't think there 
will be any trouble selling those kinds of securities . I 
mean, if u v;ant to, for instance, raise four billion dollars 
in September and then have the big drive for the people in 
Oc to~er, I think we could go out with four or five b1llion 
dollars i n September ana do the other in October if we 
v.anted to. 

I don't want to forget tne fact that we need the 
barks, but that isn't the same machinery the t v.e need to 
uot the people ' s money . They are lwo separate things . 

As of today, I think I would want to keep them separa te. 
I tnink it was five billion dollars we raised through the 
banks . We could just as well do i t next week if we have 
to or next month. There is no great trick to it . The trick--

YR. GASTON : The same thing practical ly is true of 
insurance corporations, isn't it? 

H .~ . JR: Yes. They know how much they do; they have 
thei r directors' meetings . They do i t in one day . It 
doesn't take any salesmanship . 

YR. GASTON : So whet you have l eft in the pi~ture , that 
does take salesmanship ere the litt l e investors w1th wnom 
the Vla r Savings Staff has been worki:ng and the big investors 
who are known t o investment brokers, bond salesmen, and so on . 

H.M.JR: They are kno~n to them. 

MR. GASTON: In addition to that you have the commercial 
and industrial corporations. 

.• , 
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H.!.!. JR: Ths t is right , and the depositors of the 
<aul..s , like thi s man Aowns sitting there at Dallas said -
he ,r.ve some names out of people over five thousand dollars . 
One man said, "I wouldn't lend this man fi ve hundr ed dollars. " 
He had eighty thousand dollars in the banks. They also had 
the names of people doing business in the bl ack market . 
They made good prospects. (Laughter) A fellow running a 
butcher shop illegally made thirty thousa.nd dolla rs in three 
months . I mean , there is thet sort of thing. 

Then again, as I say, I v.sn t a check made of how many 
bells ~e really did ring this time . Somebody said to me 
today that he ~asn't solicited . he lives here in town . 
' .• e can 't fiO by one per son, but .. e can check ;.he t kino of a 
job t.e dia at bell- r inging. So it bet s aol\n to that. The 
r oderal Reserve Syste. .. is useful in its contacts ,.ith the 
benks . 

On the other hand, •;. e have somebody i n the Federal 
Reoerve System v.ho fills the position of fisca l agent , v.hom 
we pay for and who is our man in the Federal Reserve System 
,.ho i s the re to do the mechanics . I mean, there is no 
questi on about the mechanics ; the issuing of the bonds has 
fo go through the Federal Reserve ~ys tam ~ 

But the thing after this t r ip that I question - it is 
bad enou~ in the country now . I mea~ , the feelin~ is tn~t 
you don ' £ get the kind of leadership 1n the c~un1ty - 1n 
the president of the Federal Reserve Jlenk t>ho can sit down 
with the people and convince them they should invest - I 
~ean , let ' s just completely take our hai r down. I have. 
~idded a lot about it , but every single di rector - for 1nstance, 
the di rector of the Federal Reserve Bank of l.e11 York v.as a 
hundred percent for the Ruml plan, and on thst had to be 
opposed to the Treasury. 

Now, I don't think it was a trap, becau se I think he 
is a decent fellow, but llarold Swift at the- airport in 
Chicago said, "Mr. Mor{:enthau, can ' t you and the Treasury 
tell us what the polic1es of the Treasury are that we should 
be for and \,ha t we shouldn't be for? We don 't know v.hich 
things you are for and which things we should be for . We 
hear so much caning out of ~aehington . " (Laughter) 

• 
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Actin~ on my i nstinct I simply said, "\'1ben you stop 
and think 1t over you really wouldn't want the Treasury 
to say what you should or shouldn't think in the War 
Bond organization. " 

He said, "It would be very helpful if you would get 
out a bulletin saying YC?U are for this and for that." 

"I still say, after thinking i t over, that I really 
don ' t think the t is o\hat you want, and I don ' t think we 
had beat do it . We do give you public statements I make 
tbat are supposed to be circulated bolh i n and out of the 
Treasury . " 

I am just using that to show - and 1 just want to 
repeat what I said this morning before I heard Graves ' 
plan . Also, I want to give Robbins a· chance to talk about 
hi s . The thing that bothers me is this : I think the 
heads of the Federal by and l arge are decent, honorable 
citizens but t here is no reason in the world why i n their 
twentr-f ive or thirty years of exper ience they should be so 
oonsh tuted that they can sit do1m with e labor leader or 
with sou1e women or with any foreir;n group and rub shoulders 
with them and i nspire them so that they will feel mad enough 
about this war that tney will invest their money. They just 
haven ' t been trained that way, ano there is no reason why 
you ohould expect blood out of a turnip . After all , that 
isn ' t thei r traini ng. 

Now the thing that I am groping for is this : It is 
a strong State organization that can handle these tninga 
on a kind of basis - people who hav~ a social con~cio~snes~ 
of what the war is about, who realize tnst we can t un trna 
war unless the working people ere with U8 heart and sou! and 
that ell the elements that go into the melting pot that ma ke 
up America are with us, and at the same time that over thi s 

would be, first, as far as the mechanics, yes, t~e.Federal 
Reserve - to get the benefit of their thing - in k1nd of an 
honorary capacity. That is the way I am leaning now, some 
sort of an honorary chairman - ex officio is the word -
capaci ty, so that they still feel they will have a responsibility 
That ie as far as I have gone . 
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As I told Robbins and Bell and Gaston, I expect to 
sit once or twice a day unti l I get the thin~ licked. It 
isn ' t clear in my mind. The only t nings that are clear 
are the things that I don't want, but tha t is negative . 
It isn ' t clear what I do want . 

MR. GASTON : The solicitation of all i ndividuals, big 
and little, is real ly one problem, isn't i t- all indivi
duals? I should say all corporations would go in with t hat, 
too, other then financial corporations . 

H .~ . JR : No, Herbert, here is the trouble - I am going 
to be just as frank as I know how, and everybody can be the 
same. We can all keep good tempered about it . It isn't 
the same problem, because I can send some of the so- called 
Victory rund boys around who are trained to sell a minimuo 
of ten thousand dollars' worth of securities upwards to a 
corporation and talk witn them about investing e hundred 
thousend dollars, but t hat f ellow has never been t rained, 
and there is no reason- he can 't afford to c ross the 
street to make a thousand-dollar sale in his own busi ness . 
That is right . 

MR. BUFFI NGTON : I am af raid there are some of them 
that cross the street to do it . 

H.!.!. JR: But you know, v.e are talking .;enerally . 

~R . BUFFIIoGTO!•: The average sale in the last f ew year a 
has gone down much below ten thousand. 

H.M. JR: But, generally speaking, thot f~llo~ isn't 
trained and he sn' t been trained, and tbey don t hi:e a 
fellow to sit down with another fellow and argue 11'1th 
him about eighteen dollars and seventy-five cents . 

MR. GASTON : The t means your organization ha s got. to 
be diversified, speciali sts for the big fell ows - specu lists 
for the big or little. 

I think there is e danger in letting it be domi nated 
by the banking group and letting the working people feel 

. .. 

Regraded Unclassified



- 10 -

tha t the power. of the Gover nment with respect to asking 
or demanding their subscriptions to bonds rests in the 
hands of a limited group of bankers . It is a very real 
danger . 
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H.M.JR: Herbert, I will go back to the same thing 
that I discussed with l.!r. Grant v.hen I first talked about 
it . 

I suppose International Harvester is as ~ood a sales 
organization as there is in the country . Int;rnati onal 
Harvester has one kind of organization for a heavy line of 
machinery and another ·one for a liint line, both in the 
same tollll . They have always had i £. Mr . Grant would no 
more think of sending a Chevrolet salesman to sell a five
thousand-dollar Cadillac, or vice versa . That v;as my 
original conception . But there is no reason why the 
Chevrolet and Cadillac salesmen shouldn ' t have the same 
boss in the same town end in the same Sta te . But it 
takes a different type of person . 

The thing that Bill Meyers was talking about is, "For 
God ' s sake, don't send a securi ty sale amen to sell a farmer . " 

MR. G!tSTON : Right . 

H.M. JR: On the other hand, I wouldn't send a Federal 
dealer who v.ould be a good Borden ' s milk inspector and who 
could sell a farmer - knows how to deal with a farmer - I 
wouldn ' t send him ar ound to go into the bank ana try to 
get the bank to tuy a hunored dollars ' ,,orth of bonds, 
because he wouldn't know whet he wa·s talking about . But 
if the banker comes to the farmer and v.ants to sell him, 
the dairyman ' s back is up right away because. he m?st likely 
owed him money all his life , and he is the b1g ev1l gene 
that he baa been afraid of . 

I don ' t see why you can't have a epecialist to sell a 
fermer a laboring man and a foreign group, but have them 
all ha:d up somewhere ~nder the same leadership. 

MR. GASTON : But I don ' t think you have to have the 
commercial bank subscriptions in that part, nor ~o I think 
that you need t o have the big insurance corporat1on 
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8Ubecriptions in that part . 
you want. them now and then. 
continuing effort at all . 

You can go and get them when 
They are not part of the 

M~ . BELL: As a mat~er of feet , if you spli t t hem 
you mi ght put out a cont1nuous security - a security to 
be on sale continuously - and they v.ould like t hat. 

,;R. GAST~ : Have a tap . 
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H.l . JR: I ~as thinking it ~ouldn't be crazy to keep 
thel two and a half open, for ins tance . ,., 

~~ . PELL: They would l ike that. 

UR. CASTO~ : Your continuing organization - that ~ou!d 
give something all the time to the man who has important 
money to invest . 

II .M. JR: I mean, stop your F and G' s and keep your 
two and a hal£ open . 

llR. ROBBINS: They would like it. 

H.M.JR: Vtbo is "they?" 

YR. ROFBINS: Insurance companies. 

L'R. GArBLE : This plan thet Lr . Graves read contemplates 
just 8uch a special div1sion as Herbert was speaking of. 

~ISS ELLIOTT: ~r. Morgenthau, haven't you bed that 
kind of an activity going on? I ~as thinking_about ~entucky, 
where lJr. Phillips, a banker, is head of the \,ar SaVlngs 
Steff and has a group that specializes with certain people . 
I was thinking of Mr . Norris here the other day, county 
chai rman for the V.ar Savings but a banker there, v.ho takes 
care of the corporations and insurance companies . 

v.ar 
and 

That has happened in a good many States already in the 
Savings Staff where they have already had that experience 
are working thet way. 
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){Jt. GAJJBLE : In Indiana the i•ar Savings Organization 
took the whole responsibility fo r this drive. It was under 
the leadership of the State administrator. 

~:r:>s ElliOTT : The kind of thing you are thinking of -
you already nave a pattern in several States . 

Ma. GliAVJ::S : That is an importunt thing to remember 

159 

\\b.en you are talking about corporations. Most of the .money 
invested in our securities from corporate sources is invested 
by a handful of big corporations - 8. handful. Yet there are 
tbree hundred and fifty thousand corporations in this country 
that go right down in to the grass roots community. And 
usually these little corporations are made up of the common 
people that could properly be aoproached by the same agency 
which appt•oaohes the masses of people , generally. 

If you exdlude two hundred and fifty corporation• of 
the type of General Motors and Pennsyl vania h&ilroad and 
Nev. York Central, Vlhile that gx'Oup of two hundred and fifty 
corporations probably invests ninety percent or ninety-five 
percent of the total of corporate funds that ue invested 
in Treasur,y securities, you still have left a great mass of 
small corporati ons which ought to be induced to make invest
ment of their funds . And the proper people to approach 
those small oarporations and associations and organizations 
in the &rass roots terri tory is the same organization that 
sells bonds to the farmers , the labor people, and so .on , 
because they are that same kind of people. 

Mit. GASTvN: You take in 1-edar 1\&pids, there; you • auld 
have your department store and your hotel corporation and 
this concern that is making the bulldozers, and the corner 
radio concern - strictly small corporations - small except 
for t he war orders. 

H.J.I. JR: We had both sides. I thought it was good. 
One of them ~as complaining t hat General roods in their 
thing reallocated down to ten thousand dollars in each 
community where they did business. I thought that was good. 
They took a subscription and then - what dg you call that, 
a quota? 

• 
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l.!R. BElL: Allocation . 

H.M.JR: Some l iked it and some didn ' t, I thought i t 
was good. 

MR. BELL: It was a lot of work. 

MR. ROBBINS : It caused a lot of work, but the corpora
t iona like to do that. 

!i.l.!.JR: Penney does tllat and ~1ontgomer:y \lard doesn ' t . 

W.~ . GAS~N : I t takes good l ocal advertisi ng to do it. 

MR. BELL: They did . 'lhe Pennsylvania nailroad put 
in a big subscription and i t ~anted t o allocate a certain 
amount to each railroad station - by-way station. 

H.!L JR: Of course, I think it is good. 

Now, let's give Peabody a chance to explain his plan -
gi ve Robbins a chance t o explain hie plan . 

MR . ROB~INS : I don ' t know quite how t o handle it. 
I don ' t think we want t o go through that verbatim. 

h.N. JR: 
foil' o'clock. 

I wo~ld describe i t . "e have from now until 
(Copy of M~ kobbina ' plan at tached. ) 

"·'"" Mn. hOBBINS: In approaching toe problem I have started 
off by posinf certain questions and then talking pro and 
con against he various poasibilitiea of organization . 

Perhaps the most important question to answer ia 
whet her or not our future sales activity will be carried on 
by one organization or by t~o organizations • . T~ere are 
many important considerations in such a dec1s1on, and while 
generally there is more to commend a unified organization, 
it v.ould be very shortsighted not to recognize t hat there 
are certain factors in favor of two separate organizations • 

• 

• 
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Now, I am &Oing to t reat with thie thing in terms of 
wnat are the pros and what are the cons of the t wo-organi 
zation theory. 

., 61 

In favor of the two-organization theory, the foll owing 
are important factors : (a) The activities of the nar Savings 
Staff are continuous; those of the Victory lund are periodic. 
(b) The markets sold by the two organizations differ and, 
~enerllly speaking, the types of securities are not the same . 
1hese are &r!;iuments in favor of maintalning two organ~zations. 
(c) The •. ar Savings Staff i s a tr.o-purpose organization ; 
money raising, and educational . The Victory fu.nd is primarily 
a one-purpose organization interested especially in the 
fin ancial aspect of the job. The v:ar ;:,avings Staff is built 
largely around Treasury Departmen t field personnel. They 
nave used Internal hevenue , therefore it may be important 
as a Treasury policy to maintain it as a separate organization. 

'rhe next point, the V.ar Savings Staff activities are 
organized with the ;:,tate as the primary field unit . The 
Victory Fund activiti es are organized v.ith the Federal 
l~serve district as the primary field unit . Me r6i ng the 
h.o organizations would require adjustment in terri to rial 
boundaries. 

Great importance is at tached to the ~tate O!_'ganizations 
by the t.ar 5avings Staff, and likewise Federal Meserve 
boundaries cannot easily be changed. fherefore, if the h.<f 
organizations are merged under a unified l eaderssJ.p, both 
in iashington and in the field, u a!Jnost cerhinly .. ould 
have to face a compromise action in establisning ~roper 
field organiza tion geograpnica1 boundary lines . uese are 
all qui t e evident points . 

The next point is i t would be diffioul t to ~ind.compe
tent super vision and l eadership of the two organ1zat1ons 
because they work in di fferent fi elds , have diffe rent 
methods , and have different types and groups of volunteer 
v.orke rs . This argu;nent , while important, should not be 
controllint:· Our interest should be pointed towuds the 
development of the best organization, without regard to the 
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assignment of personnel , provided , of course, we do not set 
up impossible work loads for any of the supervisory or 
operating staffs. 

And finally, if' it is decided to maintain our tv.o 
present organizations separat ely in the field, only a few 
adjustments would be required at the ~oashington level; 
perhaps simply the appointment of a coordinator to head 
up j oint activities, the tightening of operating linea, 
and the continuation of unified advertising and promotion. 

Those are, broadly speakin6, toe arguments that occurred 
to me as being important in favor of the two organizations 
cont inuing. 

I go on then to citing tho argument on the other side . 
hegardlesa of the compelling v.8dlt of the above arguments 
in favor of the continuation of two separate selling organi
zations, there are several i~ortant considerations in favor 
of merging the t wo groups. 'fhe following factors are impor
tant. 

The first one , at the co~nunity level, wnich is by far 
the moat important center of act i vity , a single selling 
organization is preferable to any arrangement, however 
ha~onioua, involving t~o separate groups of volunteer 
workers. 

Even under our present dual organizalion plan , many 
communi t ies have more or less merged their activities be
cause tba leaders in the community recognize t he inconsiet
ency of expecting to operate t~o bond-selling organizations, 
each of which would automatically be more effective if 
their forc es were combined. 

Elsewhere , in co:nmunities 11hich have elected to operate 
the two eeparat e organizations, there is eviden:e o~ friction , 
competition, and int erference , especially immedtately before 
and during drive periods. In short , the Treasury does not 
present a united front, nor doea it join forces under united 
l eadership 11hen we have the two or~anizations . 
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Another point, at the county level we find a repeti
t ion of the same problem which has been cited as a community 
o1·oble:n. The county problem is still further complicated 
ln many instances due to the fact t hat in many counties 
a pr incipal met ropolitan city dominates the county in 
importance . In these circumstances we may find as many ss 
four organization• interested in activities at drive time 
in overlapping portions, if not all of the same county. 

For example,_ Cleveland has headquarte rs staff in the 
Federal keserve bank; Cuyahoga County aeadquarters in 
another building; ~leveland city headquarter• again officed 
u parately; and a foarth office removed from all three 
serving as headquarters for the ~ar Savings Staff. Ob
viously, an arrangement of this kind can and shoul d be 
consolidated. 

At the state level , we again find divided responsibility 
and overlapping and conflicting interests. In the larger 
states, the liar ::>avings Staff has broken down the area into 
sub-divi s ions wi th Deouty ~tate Administrators operat ing 
each sub-division. Llkewise, the Victory Fund ~ommittee 
11nder the direction of the ~ederal Meserve Banks, has set 
up regions and appointed operating heads for each region. 
The territorial boundaries of these sub-divisions and 
regions do not coincide - confusion , interference, and, in 
some regrettable instances, definite friction frequently 
has developed. 

A unified management with one sales organization from 
~ashin~ton headquarters do~~ to the smslleat comm110ity 
~ould 1mprove conditions at all l evels . Such a unified 
management would eliminate f riction , increaae efficiency, 
eliminate confusion, and establish firm and uniform channels 
of communication and control. Further, such unified ~an
agement would coordinate the activities which f requently 
conflict, especially during drive periods. The act i vities 
of one group could be olanned in such a way that would 
complement the acti vities of t he ot her group. Under 11nified 
management , strong, authori tati ve control can be exeroi aed. 
Such control ia desirable whether we plan to operate on 
a highly decentralized basis or 11nder a tight centralised 
management policy. 
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.11 unified aa.lea or ganization under s trong dece.ntralized 
management will be better equipped to plan for periodic 
drives by reason of the fact t hat the supe rvisor at each 
point will have complete control of all acti vities. Our 
experience in the current drive ~roves that coordinated 
plannin6 where we have obtained 1t at the community, 
county, st ate or regional level is preferable to my system 
of pl anning from Washington which must 1 of necessity 1 be 
disseminated through two separate channels of communication. 
The state administrators shoul d not be requi red to report 
to two bosses even dur ing drives. 

It is probable that a single salea operation will open 
up op~ortunities for economy and possibly, also, improve
ment 10 the caliber and ability of Managers at all l evel s 
of operation . 

A Wlified promotional organization will eliminate many 
dis turbing conflicts and duplications - mul t iple and annoy
ing approaches to advertisers for support and to newspap·era 
fo r publicity ; duplicat ing, and therefore wasteful distri 
bution of posters, leaflets, and other pri nted material. 

Those, broadly speaking, seem to be the arguments that 
have the stronges t appeal on the ot her aide of that question . 

Now I go on , then , to present - ~ell , perhaps 
bett er just read tht•ough here for a little wnile. 
want to extend it too long, because I wan t to come 
recommendations. 

I had 
I don't 
to In¥ 

"The weight of the argument seems to be in f avor of a 
singl e or~anization rather than the continuation of the two 
organizat10n1 aa at present. If, however, it should be 
decided to con t inue operations of both organizations, then 
only a few changu need be considered and these changes 
would involve tbe •aahington set-up primarily. If two organi
zation• are to be continued, the following problema should 
be anticipated: 

"At the oommunit7, county, and state level, as well aa 
the Federal keaerve Uiatrict and regi onal level , man)' impor
tant and valuable volunteer workers and leaders will b' 
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disappointed. The merging of the two organizat ions during 
the present campaign has ~een hailed by many ~ the fi rst 
step towards the development of a sin~le selling organi~a
tion , which, in the minds of many thoughtful and experienced 
workers is desirable , If no change is made these people 
will be entitled to an explanation which should be carefully 
prepared and ready for release as soon as the campaign 
cl oses." 

V,e have to give it to them. Tbat doe an' t become a 
very we ighty observation , I don' t think. 

"The unfortunate friction whi chJ.a developed between 
the two organi~ations in the field, at many points, ~ill 
probably result in t he resignati on of some extremely valu
abl e leaders from both groups who will have to be replaced 
and whose experience will thus be lost. Such resignations 
will come about because the individuals will ask to be 
re]eved rather than face another drive distracted by con
f lict and confusion. 

"While it is admitted that several of the Federal 
keserve Presidents are not well-equipped to operate bond
selling organization• some of the imoortant ones are vi
tally interested in preserving the tederal neserve position 
of leadership in a financial operation of t his importance . 
To the extent that opinions have been expressed by thia 
group, they have favored merging the two organizations and 
they have atrongly favored Federal Reserve responsibility 
and control in the field . 

"Leading citizens both from the banking profession and. 
from civilian life have worked in both the December and Aprl 
dri ves . Many of them have expressed dissatisfaction with 
the Washington management of these campaigns. Most of them 
expect a reorganization, ~e rhaps ocnaolidation, of our salea 
acti vi tiea and will be cr1 tioal of the Treasury Department 
unless a straightforward statement of policy on future 
operati ng plans is issued at the c1oae of the drive. 

" If we decide that our best interests will be served by 
merging the two organizations i .nto one, we can proceed upon 
one of two courses, as follows: 

Regraded Unclassified



- 19 ": 

"EJq>and the War S.vin~e Staff to embrace a Campaign 
J:epartment set-up to organlZe dl'i vee to sell to banks , 
insurance companies, non- financial in stitutions, and im
pol•tant p1•ivate investors ; or--

h.M.JR: What page is that on? 

Mh. ROBBDl S: '!bat is on !:'age S - the bottom of the 
page. 
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"i.Jq>and the liar :.avin~s Staff to embrace a Campaign 
Departmen t set-up to organ1ze drives to sell to banks, 
insurance companie s, non-financi al institutions , and impor
tant private investors : or lb) To superimpose the leader
ship of the Federal Aeserve :.yat em over the fi eld organiza
tion of the War Savings Staf f and develop within this or
ganization the special activit i es of the banking and finan 
cial group which are necessary in the conduct o£ the 
campaigns and special sales drives . " 

In other words, you can go one way or the other. Now, 
commenting on the former of these two alternati ves, that is , 
the expansion of the "ar ;:,avings o)tai'f to embrace a t,ampaign 
Department set-up to organize drives t o sell to banks, 
insurance companies, non-financial insti tutions , and im
por tant private i nvestora--

"If we expand the nar ::iavings :ltaf f we can maintain 
state entities which are important in organizing and 
operating large scale volunteer work of tne nar ;:,avinga 
tne." 

Now I am closing in on this thing because , as you can 
see, I am ultimately coming to the recommendati ons for one 
organization rat her than ho . 

"The lines of communication between state level and 
\1asbington bead. quarters would continue as at presen t without 
'layering' t llrough the Federal heserve "'Ystem. 

• "The l•a.r Savings Staff activities are con~inuous and 
the permanent paid organization of thia group 1s l a rger; t h!re
fore , it of fers going facilities for relatively easy expans1on • 

• 
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"As opposed to the above important a rguments, the 
fol1o~ing factors must be dealt with: 
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. '%my of the State Administrators in the l•ar :;avings 
Staff have been chosen from walks of life in which they have 
develo~ed neither inte rest nor contacts in the financial and 
bank ing field of sufficient prominence to aid them in impor
tant financial tasks of bank and corporate selling. ~hile 
t ni s mi~ht be corrected by changing personnel in key posi
tions tne site of the task and the loss of momentum on 
ret;ular ft&r Savings activities would be im!)ortant , perhaps 
even critical. 

"':'he t edere.l keserve System is, of necessity , vi tally 
concerned and involved with bond-sellin~ activities. The 
res. onsibili ty of the Federal he serve Banks as fiscal agent 
for the Treasury Department requires their participation 
in bond-se11ine activities especially during dri ves and omn
paigns,but also , if less importantly , in clearing Government 
securities sold between drives . As the war economy advances, 
position of the Federal lte sel'Ve Banks becomes r~ore important 
und should be strengthened . This fact has already been 
recognized by the appointment of the redere.l neserve Presi
dents to act as l-hairmen of the District War Finance Gommit
tees . Under any plan of organization, therefore, it is 
doubtful whether we could or shoul d take steps towards 
eliminating the interest of the ~·ederal rteserve :>ystem in 
our work; likewise, we should not request the Federal 
lteserve System to take e. position of secondary importance 
or authority in any unif ied plan . " 

Tha t doesn't square with what you said a moment abo. 

H.M. JR: Secondary? 

Ml{ . ROBBINS: Yes, or ex officio, as J OU put it. I 
wouldn ' t fee l that we could do that. 

"Now, commenting on the seoond alternative, namely, 
superim~osing Federal keserve control over the merged 
activitles of both g roups import ant favorable considera
tions are : 

... • 
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"The importance of the i'ederal •oescrve "'Ystem in 
vovernment l·ar Finance and the necessity of their partici
pation as well as the desirability of their enthusiastic 
support . '!'his is as cited in the preceding paragraph. 

"The stability and prominence of the l-ederal •oeserve 
System in the opinion of the public . 'iheir leadership would 
inspire confidence; attract high type personnel ; avoid any 
t hreat of political implications; and would be accepted 
enthusiasti ~ally by the citizens , thus obbining public 
support everywhere , both fo r the government and the Treasury 
Department . 

"Such an arrangement would h011ever, create ner. problems 
as follows: 

"l<econciliation of conflictin~ tet•ritorie.l boundaries . 
In meeti ng this issue, we should f1rst maintain state 
boundaries wi thin ~ederal keserve liiatricts wherever 
possible ; and secondly, create coordinated managements 
where state boundaries are cut by Federal lteserve lines. 
'!'his latter will be a troublesome problem but its solution 
and tne attendant difficulties are .Less important t han would 
be the sacrifice involved in the elimination of Federal 
!~serve field leadership. 

"Some Federal 1\eserve Presidents are not well qualified 
to ope rate t he me rged sell in~ organization. In such cases, 
a s trong executive J,lanager nU b!IVe to be appointed. .as a 
matter of fact, in every case , the Federal neserve <'residents 
should be backed up by stt·ong ~:oxecutive Managers be9auae of 
their other important duties incident to the operat1on of 
the bank. " 

This is, in my mind, almost the key of the whole tning. 
In such cases, strong executive assistants, or managers -
call them what you will - will have to be appointed. I 
think the success of this sys t em, if it were to be adopted, 
would depend almost entirely on the quality of the leader
ship that we got at the Federal Reserve point, throu~h the 
selection of the proper people. And they need not , of 
necessity, be bankers . They could be commercial men ; they 
could be drawn from the most appropriate field. 

• . .. 
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"Imposint. the tederal Reserve Syst em in the field be
tween l1ashin~:;ton and the state administrators will slow up 
channels of communication . Offset against this however, 
we ~ill obtain tighter supervis i on and better control. 
Furtnermore , it is to be hoped that future activi ties wil l 
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be l ess of an ' emergency' nature than has been the case in 
the last tl'.O drives. We would plan to keep channel s of 
communication open between ljashln~;ton and state offices for 
all ru t policy decisions and definite instructions. " 

In other words, your col!lllunicationa coulcl flow, but 
y~ r instr •Jctions would go through the line channel. 

Now I am dor.n to ~ recommendations and here is t ne 
:1 u.m:na ry : 

"That l'le permanently merge the two sales organizations 
under single leadership, both in ••ashington and in the field. 

"The. t announcement of our intention to me rge the two 
Ol't:,an izations be sent to the field immediately at the close 
of the drive , 

"That the ieader.ship of the field organization be 
established through the tederal ·~serve Jystem. 

"That capable ope rat in~ manacement be attached to each 
Federal 1-eserve Dank to re!leve the •ederal 1\eserve President 
of all except policy responsibility. " 

That is the key to the success of this plan if it ,,orks . 
It would all be tied up to the type of people we can get 
on those jobs . 

The next recommendation: 

"That the s tate boundaries be preserved wherever possible 
v. i tbin Federal rteserve "istriot terri t ories . 

"That coordinated state control be established after 
consultati on with the field managers where state boundaries 
are cut by Feder al lleserve "istrict boundaries. 
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"'i'hat Federal heserve Bre.noh !lanka be established as 
key field headquarters points in the larger Federal •oeserve 
Distrl cts to the extent necessary for efficient operation . " 

I haven ' t specific recommendations on where that mi crht 
he , but there are thi r ty- six, I think, branches, and we "' 
could use any of them. 

"~'hat -,e continue our policy of decentralized operation 
~nd encoura~e Federal neserve field management s to push down 
re~;onsibility t o state, county, and community levels. 

"That tne management personnel for the new organizat ion 
~e made up of individuals, chosen as far as possible from 
botn ore;anizations , selecting the best person for each 
positi on to be filled. 

"That the redera1 11ese rve district field organization 
devote i ts time primarily to planning, coordLnating, policy 
and key personnel matters with a minimum staff -- all paid 
if necessary." 

~'hat goes very close to your thought , l!aro1d. 

"That the typical state organizations be set up accord
ing to the attached organization chart. (!:>ee Exhibit "A" 
attached ) 

"That channels of co~~nication between ~asbington and 
the state administrator's office be established for exchange 
of informat ion and advice, always , hoY.ever, with postings 
to the Joecera1 l'.eserve District offi ce and never dealinG 
Y.i th poJ.icy decisions, or ~nstructiona . 

"That the \\ashin~:;ton ot•e;anization be revamped and 
oolidated as set forth in organization chart attached . 
~xr.ibit "B" at t ached ." 

con
(See 

That chart doesn' t differ l argely from t he ch~rt I have 
had right along, ana I think al l of you have seen 1t . 

And the final r ecommendation ia: "That the entire 
'ushington organ~zation be officed toge~her i l1

11 
one location 

not necessari ly 1n the main Treasury Bu1lding. 
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I mean, if we had to mo ve to get that officing to
gether, I think tuat v.ould be a desirable thing to accom
plish. 

h.M. JR: You mean out of uashington ? 

L\H. l~JRBIJIS : No, no, I 1'1asn ' t thinking of out of 
uasnington . I think we are scattered too far and too wide ; 
the t ~e ~ould do better under one roof . 

h. JJ . Jk: ·:.e!l, there is no uae starting now. It is 
fi ve m·nutes of four . I don't kno" whetner you people 
coul d benefit any by rubbing shoulders witc each other, or 
r.hether you want to v.ait until tomorrov .. 

!.11t. il')B!HNS: Really, 1·.e have just a couple of basic 
quest ions that r.e will have to come t o some conclus ion on 
to he l p us with our thinking, and one of t hem, of cour se , 
is tne one or.:anization versus the two ors ani?;ations. 

MH. GAS10N : I t hink everybody pretty well a5reed on 
one organiza t ion at the ordinary community level. The 
only sutgestion is for the elimination of the bank financ 
ing out of this picture - bonk f inancing , itself. '!hat is 
a minor point . 

I t h ink ever .rbody is agreed that on the comJmm i ty 
level - t he small community !e ve! - you have to have one 
organization. It is a question of 1'1hether you are going to 
build it around v.ar :Savings. •hat is one question; and 
t he question is whether you are going to tie it in to 
Federal lleserve - the very vital quest ion as to t yin.; it 
in to l'ederal •oeserve itself is t ll ia. It is very well to say 
you can get assistants for t he pres i dents, wno will be 
active men, but who is going to select them? I s it -·oine to 
be oossible to make a Federal rteserve president ex officio 
or honorary ohair:nan without giving him the responsibility 
of his men? If you give him the resoonsibi!ity of selecting 
the men, he ~11 select nothing but the banker or bond
salesman type - investment broker type . 

•• • • 
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~~h. l\OBBINS: I don ' t think t hat necessarily ;;ould 
fo llow. 

M;l. BtJ FFING'!UN : I don ' t think so . 

l.!!\. BELL: r.veryone , r ight now, is approved by t he 
.:iecretary. 

;.·r,. BUFFINGTON : You a r e t hinking of v.alter 1lead. 

n.:.l . JR: ·::ell, I reaJ.ly have got t o s top. 

t.. bU~ ~INGTO!'I : Coul d we have an excnanee of tnese 
tninbs? 

n • .A . Jk: Yes, I will start in again at nine-thirty 
tomo rrow morning with you . 

MK. BELL: Are copies available ? 

:.ln. !WBBINS: I have a coupl e of copies . 

h. t .. . JR: I wiJ.l start at ni ne- t hirty. 
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PaN Clii 

(Recommended by Graves and Gamble) 

1.--Divide Treasury financing operations into two parts , 

as follovts: 

(a) Sales to banking investors, dealers and 
brokers, and Federal trust funds. 

(b) Sales to all others (individuals, insurance 
companies, mutual savings banks, corporation.a, asso
ciations, etc.). 

2. --Entruat the responsibility for it~ (a) to the 

Federal Reserve banks, and keep the sale of Government 

securities to banking investors, dealers, and brokers, etc., 

entirely separate and apart from speoial. "drives" involving 

the general public (item (b)), 

3. --Bntruat the responsibilit;r for item (b) to the War 

Savings Staff, which will hereafter perform two general 

functions, as follows: 

(a) The continual promotion of savings bond 
sales (Series E, F and G) through papoll esvings, 
the fua progru, the wo11111n' s program, the school 
program, etc. 

(b) The conduct of periodic drivel for the sale of 
such other securities as maf be offered to the public, 
sa well as savings bonds. 

4. - -Create in the War Savings Staff at all levels-

National, State, and local--a new division, possibl;r to be 

called the "Special Dri vee Division, • to plan and conduct 
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the periodic drives !or the sale of securities to the general 

public. 

5.--In e&ch St&te org&nization of the W&r S&vings Stat!, 

appoint a qualified person to serve &s he&d of the "Special 

Drives Division. " These perso~ will serve either with or 

without compe~&tion, &a may be &rr&nged in particular c&aes, 

and in part will be recruited from &mong the executives of 

the district and regional Victory Fund Committees . 

6. --Generally speaking, the Victory Fund Committees at 

city, county, and local levels, will help to provide the 

nuoleus for the "Special Drives Division" of the W&r Savings 

Commit tees. 

7.--At National haadqU&rtera , the War Savings Staff will 

be reorganized so as to provide m&chinery for planning and 

supervislne the periodic drives. 1 "Special Drives Division" 

will be established t o handle thls function exclusively. 

8.-- ln order to provide more effective supervision and 

coordination of the work of t he W&r Savings Staff in the field, 

in view of i ta i ncreased reapo~ibilities under the proposed 

plan, the country will be divided into a number of regio~ or 

districts . .t.n officer will be desi~ted as supervisor or 

coordi~tor for each such region or district. This officer 
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will have no administrative functions other than to keep 

constantl y in touch with the State organizations of the 

fl&r Savings St&ff in his district with & view to insuring 

full success of the operations within each State. The 

recional coordinators will report to the head of the War 

Savings St&ff at Washington. 

9. --The War Savings Staff, aa heretofore, will report 

tc the Secretary through an Assistant to the Secretary, aa 

the Secretary may designate. 

• • • 
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PROPOSED BOND SELLING 

dRGANIZATION PLAN 

1. It ' is of utmost importance that we have an organization 
plan for the bond sellin~ activities ready for conference with the 
key people in the field lmmediately af t er the April drive terminates. 
This need is accentuated by the present lack of coordination between 
the Victory Fund organization and War Savings Staff which is acute 
to the point of friction both in Washington and at several points 
in the field. . 

Regardless of the importance of the April drive, we shoul~ 
develop an organization plan between this date {April 16) and Way 
1st . No official announcement has yet been made about organization 
plans after Kar 1st and questions are being raised at many points 
which should be answered. 

2. Perhaps the most important question to answer is whether our 
future sales activity will be carried on by one organization or by 
two organizations . There are many important considerations con
cernin~ such a decision and while generally there is more to commend 
a unlfled organization it would be shortsight.ed not to recognize · 
that there are certain factors in favor of the two separate orgeni
za tiona. 

3. In favor of the two-organization theory are the following 
factors : 

(a) 

(b) 

(c) 

(d) 

The activities of the Wa r Savings Staff are 
continuous and those of the Victory Fund periodic . 

The market sold by the two organizations is different 
and, generally speaking, the types of securities 
are not the same. 

'!he War Savings Staff is a two-pu':pose org111 ization: 
money- raising and educational - t~e V~·ctory Fund is 
primarily a one-purpose organizatlon lnterested 
in the financial problem. 

war Savings Staff was built largely around Treuury 
Department field personnel, and Internal Revenue 
staff - therefore it may be important as Treasury 
policy to maintain its separate identity. 
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(e) War Savings Staff activitiee are or~anized wi th the 
state as the primary field unit. V1cto rr Fund 
activities are organized with the Federal Reserve 
District ~s t~e primary field unit . Merging the 
t •"o ?rg~lZatlons would require. adjustment in 
terr1tor1al boundaries. Great 1mpo rtance is attached 
to the state organizations by the War Savings Staff 
and, likewise, Federal Reserve boundaries can not 
easily be changed; therefore , if the two organizations 
are to be merged, under unified leadership both in 
Nashington a~ in the field, we almost certainly 
face comprom1se action in the establishment of proper 
field organization geographical boundary lines. 

(f) It will be dif ficult to find competent supervision 
and l eadership of the two organizations because they 
work in different fiel~ have different methods, and 
different ~pes and groupe of volunteer workers . 
This argument, while important, should not be con
trolling. Our interests ~ould be pointed towards 
the development of the best organization without re
gard to the assignment of personnel, provided, of 
course, we do not set up impossible work-loads for 
the supervisory and operating personnel. 

{g) Finally, if it i s decided to maintain our two present 
or~anizations separately in the field , only a few 
adJustments will be required at the Washin~ton level, 
perhaps, sim~ly the a~pointment of a Coord1nator to 
head up the JOint act1vities, the tightening of 
operating lines and continuation of a uni fied adver
tl&ing and promotion department . 

4. Regardless of the compelling weight of the above arguments 
in favor of the continuation of the two sepa~ate selling organi
zations , there are several important considerations in favor of 
merging the t wo sales groups into a single sales department , both in 
We.ahington and in the field. The following facto rs are important 
in this consideration: 

(a) At the comm110ity level , whtoh is by far the most 
important center of activity, a singl e selling 
organization is preferabl e to any arrangement , however 
harmonious, involving two separate groupe of vol unteer 
workers. Even under our present duel organization 
plan, many communities heve mor~ or l ess merged their 
activities because the l eaders 1n the community 
recognize the inconsistency of attempting to ope rate 
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two bond-selling organizations, each of which 
woul~ automatically be more effective if their 
forces were combined. Elsewhere in communities 
which have elected to operate th~ two separate 
organizations, there are evidences of friction 
competition and interference , especially immediately 
before and during drive periods . In short, t he 
Treasury Department does not present a united fro nt 
nor does it join forces under a united leade rship . ' 

At the co~ty level , we find a repet i t i on of the same 
problem wh1ch has b~en citea as the comm~ity problem. 
The county problem lS still further compllcated, 
in many instances, due to the fact that in many "' 
counties a principal metropolitan city dominates the 
county in importance. In these circumstances we 
may find as many as four organizations interested 
in activities at drive time in overlapping portions 
if not all , of the same county. For example, Cle 
has headquarters staff in the Federal Reserve Bank; 
Cuyahoga County headquarters in another building ; 
Cleveland city headquarters again officed separately; 
and a fourth office removed from .all three serving as 
headquarters for the War Savings Staff. Obviously, 
an arrangement of this kind can end should be con
solidated. 

At the state l evel , we again find divided respon
sibility end overlapping and conflicting interests . 
In the larger states, the War Savings Steff has 
broken cio1m the area into sub-divisions with Deputy 
State Administrat ors operating each sub-division . 
Likewise , the Victory Fund Committee under the 
direction of the Federal Reserve Banks, has set up 
regions and appointed operating heads for each region . 
The territorial boundaries of these sub-divisions and 
regions do not coincide - confusion , interference, 
and, in some regrettable instances, definite friction 
frequently has developed . 

A unified management with one sal es organization from 
Washington headquarters down to the small est communi 
would improve conii tions at all l evels. Such a uni 
mana~ement would eliminate f ric tion, increase efflcJle~lc: 
elim1nate confusion, and establish firm and uniform 
channels of communication and control. Further, euch 
unified management woulc coordinate the activities 
which frequently conflict, especiall y during drive 

Regraded Unclassified



{e) 

{f) 

{g) 

- 4 - 180 

periods. The activi t ies of one group could be 
plannea in such a way that would complement the 
activities of the other group . Under unified 
management, strong, authoritative control can be 
exercised. Such control is desirable whether we 
plan to operate on a highly decentralized basis or 
under a tight centralized management policy. 

A unified sales organization under strong ~ecentral
ized management will be better equippe·d to plan for 
periodic drives by reason of the fact that the super
visor at each point will have complete control of all 
activities . Our experience in the current drive 
proves thatt coo~inated planning where we have obtain 
1t at the commun1ty, county, state or regional level 
is preferable to any system of planning from Washing
ton which must, of necessity, be disseminated through 
two separate channels of communication. The state 
administrator s should not be required to report to 
two bosses even during drives. 

lt is probable that a single sales operation will 
open up· opportunities for econo~ and possibly, also , 
i mprovement in the caliber and ability of Managers 
at all levels of ope ration . 

A uni fied promotional organization will eliminate 
disturbing conflicts and duplications - multiple and 
annoying kpproaches to aavertisers for support and 
to newspapers for publicity ; duplicating, and there
fore wasteful dist r ibution or posters, l eaflets and 
other printed material . 

5. The observations set forth above lead to no quick and easy 
conclusion . The weight of the argument seems to be in favor of a 
sin~le organization rather than the continuation of the two organi
zatlons as at present. rr. however, i t should be decided to con
tinue operations of both organiza tions , then only a f ew changes 
need be considered and these changes would invol ve the Washington 
set-up primarily. If two organizations are to be continued, the 
following problems should be anticipated: 

{a) At 'the community county and eta te level , as well 
as the Federal R~serve District and regional level, 
many importan t and valuable volunteer workers end 
leaders will be disappoint ed. The merging of the two 
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organizations during the present campaign bas been 
bailed by many as the first step towards the develop
m~nt of a single selling organization, which, in the 
m1nds of many thoughtful and experienced workers 
i~ desirabl~. If no change is ~ade these people 
w1ll be ent1tled to an explanat1on which should be 
carefully prepared end ready for release as soon as 
tb·e campaign closes . 

(b) The unfortunate fricti on which has developed between 
t~e t wo organizations in the fi~ld , at many points, 
w1ll probebly result in the reugnation of sane 
extremely valuable leaders from both groups who 
will have to be replaced and ftbose experience will 

(c) 

(d) 

thus be l ost. Such resignations will come !bout •" 
because the individuals will ask to be relieved 
rather than face another dri ve dist rac ted by conflict 
and co nfu si on. 

Whi l e i t is admi tted that several of the Federal 
Reserve Presidents are no t well-equipped to operate 
bond-selling organizations some of the i mportant 
ones are vitally interested in preserving the Federal 
Reserve position of leadership 1n a fine.n<Hal opera
tion of this importance. To the extent that 
opinions have been expressed by this group, they 
have favore d merging the t wo organizations md they 
have strongly favored Federal Reserve responsibility 
and control in the field . 

Leadi~ citizens both from the banking profession m d 
from c1vilien life have worked in both the December 
and April drives. ~y of th em have expressed dis-
satisfaction wi tb the 1iasbington management of these 
campaigns . Most o~ them expect a reorg~~s~ion, 
perhaps consolidatlon, of our sal es actlnhes and 
will be critical of the Treasury Department unl ess 
a straightforward statement of policy on future . 
operating pl ans is issued a t the close of the dr1ve . 

6. If we decide that our best interests will be served by 
merging the two organizations into one, we can proceed upon one of 
two courses, as follows : 

(a) 

• 

Expand the War Savings Staff to embrace a Csnpaign 
Department set-up to organize drives to sell to banks, 
insurance companies, non- financial institutions, and 
important private inves tors; or 
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(b) To superimpose the leadership of the Federal 
Reserve . System over the field organization of the 
1¥e.r Sa nngs Staff and develop within this orgm i
zation the ~pecial activities of the bmking and 
financial group which are necessary in lhe con duet 
of campaigns and special sales drives. 

Commenting on the former of these two alternatives, 
the following points are favorable: · 

(1.) If we expand the IYar Savings Staff we 
can maintain state entities 1'ihich are 
important in organizing and operating 
le.r~e scale volunteer work of the 'liar 
Savmgs type . 

(2.) The lines of communication between state 
level and Washington headquarters would 
continue as at present without "layering" 
through the Federal Reserve System. 

(3.) The War Savings Staff activities are 
continuous and the permanent paid 
organization of this group is larger; 
therefore, it offers going facilities for 
relatively easy expansion . 

As opposed to the above important arguments, the 
following factors must be dealt with: 

•• 

(1.) llany of the State Administrators in the 
War Savings Staff have been chosen from 
walks of life in which they have developed 
neither interest nor contacts in the 
financial and banking field of sufficient 
prominence to aid them in important finan
cial tasks of bank md corporate selling. 
While this might be corrected by changing 
personnel in key positions the size of 
the task and the loss of momentum on 
regular War Savings activities would be 
important, perhaps even critical 

(2. ) The Federal Reserve System is, of 
necessity vitally concerned and involved 
with bond~selling activities. The 
responsibility ot the Federal Reserve 
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Banks as fiscal agent for the Treasury 
Department requires their participation 
in bond- selling activities especially 
during drives and campaigns, but also , 
if less imDortantly, in clearing Govern
ment securities sold between drives . As 
the IYar economy advances , position of the 
Federal Reserve Banks becomes more im
portant and should be strengthened . This 
fact has already been recognized by the 
appointment of the Federal Reserve Presi
dents to act as Chairmen of the District 
~~ar Finance Committees. Under any plan 
of organization, therefore, it is doubtful,• 
whether we could or should take steps 
towards eliminating the interest of the 
Federal deserve System in our work; like
wise, we should not request the Federal 
Reserve System to take a position of 
secondary importance or authority in any 
unified plan. 

Now commenting on the second alternative, 
namely, superimposing Federal Reserve control 
ove r the merged activities of both groups 
impor tant favornble considerations are : 

(1.) 

(2 . ) 

The importe.noe of the Federal Reserve 
System in Government <~ar Finence end 
the necessity of their participation as 
well as the desirability of their en
thusiastic support. This is as cited in 
the preceding taregrapb. 

Such an arrangement would however, create new 
problems as follows: 

(1.) Reconciliation of confiicting territorial 
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boundaries . In meetin~ this issue 
we should first mainta1n state bo~daries 
with~n Federal Reserve Districts wherever 
poss1ble; and secondly, create coordinated 
managements where state boundaries are out 
by Federal Reserve lines . This latter 
will be a trouble-some problem but its 
solution and the attendant difficulties 
are less important than would be the 
sacrifice involved in t he elimination of 
Federal Reserve field leadership . 

(2 . ) Some Federal Reserve Presidents are not 
well qualified to operate the merged 
selling organization. In such ' cases, a 
strang Executive Manager will have to 
be appointed . As a matter of fact , in 

\\

ever,y case , the Federal Reserve Presidents 
should be backed Up by strong Executive 
Managers because of their other im:Portant 
duties incident to the opera t ion of the 
bank. 

(3 .) Imposing the Federal Reserve S~tem i n the 
field between washington and the stet e 
administrators will slow up channels of 
communication . Offset against this how
ever, we will obtain tighter supervision 
and better control. FUrthermore, it is 
to be hoped that fut~re activities wil l 
be less of an "emer6ency• nature than has 

) for ell but policy decisions and definite 
insf'rlie ttona. )

. been the case in the last two drives . We 
would plan to kecD channels of communication 

? open between Washlngton end state offices 

7. Recommendations. As a result of the considerations out
lined above, the f olloWing finn recommendat ions are made : 

(a) 

(b) 

That we pennanently merge the two sales organizations 
under single leader ship, both in Washington and in 
the field . 

That announcement of our intention to merge the two 
organizati ons be sent to the field imnediately at 
the close of the drive. 
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(c) That the ·leadership of the field organization be 
established through the Federal Reserve System. 

(d) _That capable opera tin~ man!&ement he attached to each 
V Federal Reserve Bank o relleve the Federal Reserve 

/ ' President of all except policy responsibility. 

(e) That state boundaries be preserved wherever possible 
within Federal Reserve District territories. 

(f) That coordinated state control be established after 
consultation with the field managers where state 
boundaries are cut by Federal Reserve District 
bounO.aries.. •" 

(g) 

(h) 

( i) 

( j) 

(k) 

(1) 

That Federal Reserve Branch Banks be estlb lished as 
key field headquarters points in the larger Federal 
Reserve "istricts to the extent necessary for effic
ient ope rat ion. 

That we continue our policy of decentralized opera
tion and encourage Federal Reserv'e field managements 
to push down responsibility to state, county, and 
community levels'. 

That the management personnel for the new organize 
be made up of individuals, chosen as far as possible 
from both or~anizations, selecting the best person 
for each pos1tion to be filled. 

That the Federal Reserve district field organization 
devote its time primarily to planning, coordinating, 
policy end key personnel matters with a minimum staff 
-- all paid if necessary. 

That the typical state organizations be set up accord
~ to the attached organization chert . (See Exhibit 
ffA attached). 

That channels of communication between 'Hashington and 
the state administrator's office be established for 
exchange of information and advice , always! however, 
with postings to the Federal Reserve Distr1ct office 
and never dealing with policy decisions, or instruct-
ions. 
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That the Nashington organi zation be revamped and 
consolidated as set forth in organization chart 
at tached . (See Exhibit "B" attached) . 

186 

That the entire Washington organization be offioed 
together in one location -- not necessarily in the 

· Ulllin Treasury Building. 
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WArt SAVI NGS STA,f 

Personal 

Dear Mr. Secretary• 

UNITED STATU T REASURY 
WAR F INANC E COMMITTEE ....... ...... ........ .... 

P'IIDCftAir. .... II.IN'II aAHK 0, NCW VOfllk 

33 U~ - · - YGII!, N. Y. 

llhilo rq Lapruaiona or the Second War Loan drin are still trooh, I aa 

writi.Dg to gin you rq news about two or throe queatiODa whicb I bellne are a-
portant. Other questions, porbapo of equal aportance, will be covered 1n our .• • 

U.ter official report, but this 11 a poraone.l note conc&rDioc o011e of tbo tbioga 

which impreoe me at tho 80118Dt. I aa not coiDg to tell you what I tb1Dk you lliCbt 

like to hear - i n a position auoh as yours there are al~a plenty of peopl e ready 

to perform that service . N:r purpose ia to &ive you frank opiDiona which za;r con

tribute to an oven better porfot'll&llco 1D futuro liar Loan drh•oa than 1D tbo one 

Just cOOlplete<l . 

Firat, 10118 pMre.l illproaaioDI. I do not tb.1Dll: wo abould be lliol ed 'by 

words and pbraaoo. Tbia is a people'• w.r, but that M&DS all the people. Bankers 

and investllont bankers are people. They are not d1scr1111Dated agaiDat wbon tbo;r 

and their sons are called into tho art~ed aorvicoa . They ohould also be ueod on the 

home f ront, along with all other Alleri oana, 1D t ho plec01 wbore they are beet 

qualified to oone. '!hey are beat qualified to aorvo 1D tho Treasury'• tiD&DciDc 

program. It aoou to M ridiculoua that 70" should baYO to be bothered with atorioo 

and CO&plaiDto that you are •oelliDg out• your ae.loa orcani&ation to tha bankers. 

There can be DO •aollout• when loyal .berioana are asked to g11'1 their aerrtcea to 

tboir country 1D time of need 1D the plaooa wbich they are beat fitte<l to Cill . 

Nor oan I agree that "this ia a Job (selling bondo) that oU&bt to be done 

by unions, cluba, civic groupo - 'by neiCbbora oe.llin& on neiCbbors.• Tbo aid 
of all such groupo abould be uaed, of courao, but tho Job of organisi.Dg a aolliDg 

force and a aollinc C&llpaiiD and ct ... 1ng that tho boDda are sold io a Job tor a 
croup of cithone who will ...u it their Min ...... Job, it not their only ...... Job. 

Unions , clube, cine croupo baYI other ioteroota, other thiDgo to do, and tbo 

Treasury'• finanoinc procraa ia just one of tha 11&01 thine• with which they are 

concerned. I t ia appropriate for tho TrM aury to oall on tho bonkers and 1D1'1atllent 

banltera, employoro and M plo;roea alike, to Illite ita bueinooo their buainoao for tho 

duration, Just u it ia appropriate for other brancboo of tho COYOrDMllt to oall 

on people with other apocitio ald.lJ.a aDd upertoncea to doYote tboa to tho war 

of'tort. 

!lith tba t proaable , I return to tbe rocc..,.ndation I baYo .ado before 

that there should be one YOlunteor organioat ion charged with rooponaibilit.;r for 
tbe sale of goYOrnment .. our1u... You baYO taken two etepo toward that objootiYIJ 

by &ppoiotaent of a l ational Director of Salle , and 'by oottiD& up tbo te.pol'U'7 
liar Finance Coaittee organisation for t.a. April driYO. 'lllooo atepo are not enougjl. 

To f'uliill tha pl'OIIiee of bio appointaent, tbo Jatione.l Director of Saloa abould be 

tho head or tho organization 1n tact u ..u u 1n _ , in full c011trol ot oYoryoao 
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111 tbe orpniution aJid of all brallc~a of ita wort. I b&n tho iapreoalon, ao a 

result of the .lpril d:rin, that It the top people ... t UDder, aroUDd aJid oYer tho 

National Director of Saleo to 70"• aJid that ill tho field lo:raltioo •re atill to 

previoualy existing organisation ohiote. UDJ.oaa the ll&tional Director of Sal .. hu 

your full confidence, and unlooo full authority ie repooed in hia1 and unloas ho oan 

make that authority folt down thro\l&h tho whole orpniutione, he e&nDOt do hie Job. 

I realise that llr. Robb1DII c ... to work ollly abortl.y before tho .lpr1l drin - hie 

experience no too brief for tull Wlo of hio abWtiea - but I u tl!!nldng 111 toru 

of tho pattern which is now boil>g oot for futuro dtino. 

NT aecond obsorYation is that a aarriaco of conTtnionco, aucb aa •• b&To 

had tbio past 110nth be-n tho •ar Sa'O'ingo Staffe aJid tho Victory Fund Co.aitto .. , 

rlll not give uo a wh~ ttftotin organisation and will not achien tho full re

sults n should ~ ablo to achion. .lt tho ...,. time, it qy woll wooto men' a . • 

energies and tompora in rivalrioo which do not carry us forward. I thinlt wo got • 

along fairly well in this dietrict, but I nonr wu in ouch full eontrol of tho 

-.bolo organisation as to aaltt •• fool that it woe ll:nit together aa a -pact UJPll•U>IIo 

unit should be . Thlo wortiJ~o!.J1nancil1& orpnisation 11110t be put together u 

l essly, tor effeotiTeness, a~ or lla..,. coaaand. Paat aerrlces, per•onal con

sidorations,political connections must ~ swept aside for proaent aecoaplishmont. 

'!'bore auat be no doubt in &n;yono 1 s a1nd that there io but one organisation and that 

tho lin .. of authority run clearly and cliroctly troa tho top to tho bottc.. 'l'bat 

not tho preunt oituation and I aa ahaid. e&nDOt be ao loag aa too soparato or,guLi&•.., 

tiono aro 1118.intainod, no aattor bow ony coordinating eoaittooa wo may han. Thlo 

observation IIIAY not aeem to be in ll:ooping with tho auceoas of the Sooond. liar Loan, 

but we ht.vo to do bot tar next. tiao , and tho tiao aftor thatJ wo ban to roach moro 

of tho peopla who aro rosponaiblo for rioing currency eireulotion and bank dopooito 

and wo ban to eonaorn our aanpowor and uoo it to tho beat ad<rantogo whilo roaching 

tbe.a. 

NT own Yiow is, of course , that a diotrict orgllliaation 18 preferable to 

a Stato orpnisation, and that tho boado of the Fodaral RuorYo 8anlta in the ae·ro1.! 

diotricto aro tho loeieal leadore of thooo field llllits. 1bo diotrieto aro ocOI>OIIic 

aroas1 not political aroaa 1 and. tho Prooidonto of tho Fodoral R.oOOrYO llt.DII:o oro ~ 
lie StrYanta ot otond1ng in their diot.riota, without political affiliotions. 'l'boy 

are in touob with all aapocte of tho fil>ancinc procru and tbo Mcbanical oporationo 

ineidont to it1 and they Out c_,.j tho .. rrtooo Of all &rO\lPI of tho c..-unit)' • 

.lnd. I do not loan out. labor, or - or nocrooo , ar anyono oloo . 

If you profor a State orguLisation, bOWOYor, tbon I say you abould bt.Yo 

it alone - got rid of :vour diotrict orsaniutiono and. run tho .1rfPolo Job with tho 

liar SaVinp Stat! or i to oquiYalont. )'ranli:ly, I do not thinll: i~/'tbt. oot-up for tho 

Job, and it baa .., air of politico about it, in - p1ocoo, whicb 11 dioturbing. 

But I -..t 70u to 1a1ow that 'Ilion I to111: about ono orpniaation, I oa not aalting a 

special ploa for tho organisation buocl on benll:oro and inn a-t bull:ero. I do not 

earo What organisation JOU uao, no>: whothor I b&n anything to do with it oo loag ao 

it ia tho 808t offoctin organisation for tho job. llo ban cot to soU .. re bondo 

to non-bank in<rootoro, or raioo ta:Do , or both, if prieo co11trola are to be gi<ron a 

Chanco to wort. .t.n4 if prico controle breall: dom 1 _,.. will ban to CO up, and .. 

aball be on our flaT• 

F1nt.lly
1 

I would not bo wholly tran11: if I did. not aay thot, in .Y opinion, 

rlth tho beat Toluntoor orpniaation whioh can be doY18od, wo oball otill tall 
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short of meotiJI& our fUll ruponaibilit)' on tbe &llti-intl&t1on front. We b&.,.. bad 

~wo tre::.ondows auocosaee in teru of dol.lt.rt in tho :Firat tJid Seoond War Loano, and 

be~woen Docoa~ber &lld April n ban p-eatl.)' 1aprovod our pertorunce in terma of 

mo:abors of aubeoribers. We abould hope to do ann better in tba future, lllt I do 

not think we &ball gat a fUll tJid equitable &baring ot tbo load rltbout - fora 

or refundable tax - aucb •• .. Mntionod in tbe President'• bwlco t •"l&&e· that, 
I believe, abould be tbe base on which a Yollllltary prosraa ia lllilt. llllcb of our 

payroll ailotooont effort 11 ptting, b7 prea1111n and =equall.T •• bot ... n -... and 

what should bo gotten atri1gbttor111ll"dl.7 &lld equitabl.)' rltb a retlllldable tax. It 1.a 

only after tho first 1~, say, that we should ask individuals who b&va tba •onoy 

and tho spiritU. contribute ..... volWltaril)'. Thora would otill be plant)' of roo11 

for such voluntar)' subscript1ona. 

llor can • overlook two tacts which •1 Mko trouble tor ua. :Firtt, ~ 

be&vier taxation, &lld greater aalea preasure, n ....,. experience haavior redaoptiona • 

of redeo:oable banda and find ouroelvoa doing a lot of paper work for relat1.,..17 few 

dollars . Second, a further piling up ot banda redoeuble on dolii8Jld II&)' OOlllplic&to 

our post-war anti-1ntl&tion&r)' prop-am, whereas & refundable tax could bo ropo.id 

over a period with some control rell&ining in tho h&llda of the Treasury aa to when 

repayment would take place. 

I ua writing )'CU those vi'""' bocauae I think it ia ool)' fair tbot ymu 

should knew wb&t those who are world..ng tor 7011 in tho !iold are tMnlt!ng. Thoro 

are IIWlY things I have not touobed upon, wbioh a fUller, leaa personal, report 

would discuss . !hie lottor could not ftit for tba.t. I would not want , however, to 

have its aggroaaive cb&raoter conceal ~ own satisfaction with tho r eaulto ot tho 

S.cood liar Lo&ll, nor tbo conp-atulatiou whiob are your duo . I ool)' want to aee a 

bottor job dona in aacb IIUCceoding dri-re, lllltil this ftr 11 oYer. 

Tbo Honorablo He1U7 llorcenthau , Jr., 
Secretary of the Treaaur)', 
Waebington, D. C. 

Your a ai.Dcerely, 
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~18 letter mailtd to : 

f'rank Trlop, 

192 

Chairman, Al lied Newepaper Council 

···---
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fatui :e••et.._._, 
.......... - 1.-. ...................... t1a1 

~\UM .... -' ........ "'1\ u ......... , .. 

1.-1 ... Me_, Crt 'r a rtrtsrt••'--....- _.. u.a 

4 ... ,, •• -.u.tn • 

.,,wtltaue, ,..,.,,.s• ...,., ....u .. , 't ...... - aU 

eo 4csew 'tv n\lne • rt J•nrtrl17 \o w. 'flW --· 

l ..... \0 1111111 ..... \o \be .UU .. I ; .... C.•MU Uld \o 

u .,.,_ , __ , .... ..,., .., ei•- 1..U\Me tor \!Ia pan -. 

,.,.. . .... -·"......, ....... 1A .... .,..,,,. of-. 
1a I 1J ''f• ... 'nl'mtiR , ..... , ... J.a \U p:-?J• 

etl z Clilll ... we•••- u b-Jeeltle u lt-

5 nJ'e'ef Ia p_,,., .........,.. 

(11CDo4) Hour7 Kor&enthaa, Jr, 

193 

Co.,y 1n Diar y 

sent •a1r ota1l· 
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WASIIIIIJTal, D, C, 

BUlJ!jTIN 
Kay 3, l9Q. 

Presidents, Federal. Reserve !lanka 1 

We hlrnl reparta h<ll -n districts on plana fer iaaul.ng c1 tau0118 

to workers, Digests ot tbaM follow, and tbo rest wUl be paaaed on to 
:you as the:y are receiTed , . • . 

Sec9!ld District - Nrt Ior!c , 
No definite conclusion reached , COI'Uiidering rosettes in red 

white and bl ue ailnilar to those ueed b;y the Sons ot Revolution ~ 
tba French legion c! Honor but U illlpoes1ble to obtain considering 
au.ll eclorlUl buttonhole dea1f11' in the style ot a trench la!ot, 

Sixth Piltr1ct - Atloqta, 
·UD<Iecl.ded • Bad considered cerU!icatea ailnilar to om uMd b;y 

Clewland in last, campaign (sample attached) but with large nutllbera 
ot workers i m olved, f ear saoe would be overlooked and others £1ven 
ll1lal'de •ho did not deserve them, Present plan 1a f or Ur. Vclarin 
to 51£1' personal letters to all .-hera c! \lar Finance .C<IIIIIIl.ttee, 
State Cbainan County Chain:len, and ~n aald.ng them to 
e.xprfea to tbaf.r Tolwltaer worlcers tbo appreeiaUon ot llr, Vclarin 
and Treaeur;y fer thfir ei'!'arta , 

Se!ontb District - Chicago, 
Because large number of workera (250,000) llr , Young f eele thank 

)'CU letters wool.d be too ccmnon to be prized , Preeent plan i s to 
issue no c1 tatians new, but arter the war to iaaue a l.lJiited lllllllber 
ai.gned b7 tba Secretary to thoee who haw doae outstanding jobe f or 

tba clur&tion, 

• 
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Ninth pistr1ct- Kinneapolis , 
llr, Peyton statu that sa~W 3SOO special. citations 1lill go to 

War F1n<~nce District Represent&ti..,..e, county, cit)'1 and town chai.t-
men (sample attached) and all bankers in the d1etr:l.ct

1 
ae the banks 

in awry instance have made major contributions, llaoh citation will 
be fl:'1lllMid in ouch a way that the certificate will be easiq removable 
fr0111 the frame o Diagonally acroee the l.-r lett-hand corner eoes 
a red ribbon with the word.e •Second War loan, ~ 1943", In 
A letter to each recipient 111!1 will &dviee h1Ja that ir he . should aerve 
in add! tionAl campaigns 1 added ribbons will be sent to h:l.m llhich 1lill 
be placed directly alongside the red ribbon, with a notatian an the 
added ribbon o1' such aervioe ae he 1:18,')' pertona in the 1\ltare, In 
addition to theee certificates, which caftr the major 10rlcera in the 
ca=pa!en, it ie our plan to prepare • lese elaborate certificate o1' 
service , Each chai.n:lan 1lill tor111!1rd tbeee llinor certificates to al.s 
field workers anr his 01111 aipture, These certiticatea 1lill be 
signed b7 the Clairuan tor the Ninth Federal Reserve Diatrict and 
attested b;r the ~n for tha indivi~ localities, 

Tenth District - 'K!mree C1tx. 
11r 0 Leed;r plane to gi-ve certificate to each o1' th<l volunteer 

worker• sui table for framine but text not yet detamined. 

Eleyonth piatrict - po11aa 0 
J.lr o GUbert reports that a ClevelAnd type citation will be used 

but it has not been full¥ decided whether or not it will be distrib
uted to all 110rkers or onq to lce;r people, 

Copies to f\lblicity Directors, War F1n4noe Ccmllitteee. 
Executive Vanagere , 

Attacn.nte (2) 
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(WAR SERVICE CBRtll1CAm 
Fai COWI'I AND CI'l'I CIIADDEN) 

TIE UNITED STATES TREASURI 

l/All FIN.\NCE CQII[[l"l'EE 

Ninth ~deral Reeorve District 

hereby acknawledgee tho conat:ructift and patriotic eonioo 

rendered tc our Govert1110nt by 

1n the succoas.f\ll. financi.ni of World 1f&r n , and in 

recof:tlition of such eervico, does hereby award this 

WAll SERVICE CERTIFICATE 

In toetimon;v whereof, and on behalf of the cOCIIIIittoo, tha 

• Cha1.rman haa hereunto afti:r:8d hie eipture. 

(RIBB<JI COPr) 
SECQlD WAR I.OAN, AHIIL, 1943 

AT'IESTI--:~-:---.-=;-:-:-
Director of Sales 

1S6 

• • • 
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T!£ UNITED STAT!S TRUSURY VICTCRI FUND C<IIIITl:EB 
tor tlle 

FOORTH P!aERI.L RBSKRYB DISTRICT 

The Victoxy Fund CCII!IIdttee for tile Frurth Federal. l!eoerTe 

D:latrict iaauee this certU':Lcate to 

" Tohmteer -.ber of tbe Victoxy Fund CCII!IIdttea <k-eamutica, 

who &nn8red a oall. to ael'Tice in a tiM of national cri.aia, 

and wl.~hout resard to aeU or paraano.l col'lftrd.ence, devoted 

his time and effort to help asaure the aucceaa of 

THE FIRST VICTCilY IAlAJI DRIVE 

Thin certificate 1a presented. in racogn1 tion ot his 

UJ~BeUish and patriotic contribution to the nation's war effort 

VICT<J!I FUiiD Caaal"'EB 

1'QJIITil PE1E11AL RESBRVE DISTRICT 

Jclm s. l'l.eek 
Brecut1n Manager 

197 
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BUI.mTIN 
*T :l, 1943. 

l'llblicity Directors, War F1naMe c...ittAeat 

For your intonoaticn we enpced an a4ftrtbift& checldD& •mce 

batore the clrin started to cheek a lll1 tabulatA apoaaored &d'fertisina. 

We 'll1l.l haft &1111 w1ll aelll1 )'011 intcmation by c11stricte as tc total 

nuctber ot ads 1 brcken d""" batwen tho. prepared here at W..hf.nctcn 
. 

&1111 tho• prepared loc~. 

It will, therefore, not ba neceofl&l7 tor you to ae1111 to 

Waehingt.on a ecmplete record or tear eheeta ot t he oponaored llda which 

appeared in your district. • 

Stuart PMboctJ, 
Bead Adftrtiainc Spoci&l18t 

Copaa to l'reliclenta, Federal Re•l'ft BanD 
ll:xecu1.1n llanapre 

• • • 
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)Ca7S, l~S 

Dear One: 

I waa ver~ auch pleased to receive 
your l etter o! April 30th. 

I al ao have received aany coapli
menta about the broadcast and I am eendin& 
you a photoetat or a letter ! raa t he 
President o! t he Gull Oil Corporation 
and one ! raa ilMr Davia. 

The !act that the progru •• 
nidentl~ eo aucc11a!ul •• du., in '8'/ 
opinion, to your auperb directi on. While 
you worked ae hard, I enjOJ•d eTerJ ainute 
or i t . I ! eel that the ahow aade a def
inite oontr ibutlon to the war e!!ort. 

Again thanking 7ou !or your able 
aaaia tanca, I r ... in 

Youra very aincerely , 

l8tg:,e4) 1!3Dr;y lloraeath&n. Jr. 

llr. Davlll IAY7, 
tounc & lubloaa, Inc ., 
285 Media on .I. VenUe, 
l ew York, New York. 

F1le 1n D1e.ry 

199 
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Jf(}){[JN({; (7 RllJBII<CAI~f/9 iiNC. 

AdvMtziilng 

lr. llonry Korg...,tbau, Jr., 
Secretory of the Treaoury 1 

Troaour7 Building, 
Wasb1ngton, D.C. 

117 dear lr. Korgentbau: 

April 30 , 1943. 

lfow t bat I aa back 1n !lew York, I wont 
)'ou to mow wbat a pleasure 1 t was to meet )'OU end 
to work with 7ou. I apeak also for tho members or 
tho starr of •we tho People" who participated 1n tho 
Cedar Rapids broadcast. 

On over)' aide, we•ve beard favorable cOIDents 
about tho program end partic:ularl)' tho -•r 1n which )'oU 
handled a difficult aasipent. All or us were deeplJ 
impressed w1 tb )'Our cooperative ap1r1 t 1 )'Our ki.Ddness end 
above all wi tb )'Our el.ncoritJ• ADd I do hope I will haYo 
the pleasure of workin& with JOU. again. 

IIi tb kind persoD&l regards, 

David LOT)' .,. 

200 
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...... -. 

lieu·~· a.. "_,... .... .,,.. ....... 
Jlts ,., ., ........ -. •• a -... ... ,_ .... ~ .. , ... ' ... ..., ... . 
w ..... ... .. ...... llr ..... .... .............. ................ ... 
.. _. ..... a Jlo 

""*,.. ,.. ... ;l'ba ....... ,.. .... 
N .. a el IIIJ .... Ia .,_ Clr• I • 
.. .,lla& .......... ,.. ... , ....... u .. 
•l ... l'lst1• INIIIrlftlllll$ II II 

._ .... 
~K. X.,....thn, Jr . 

........... ---·· .... . ....... , ... .... 

f'Ue 1n D1ar7 

Regraded Unclassified



'·--

Regraded Unclassified



MAY 3 1943 

J.IMI' lo'IH 

PloaM _,, _, --· tor eeMllil! '- lll'o luMU _,&M 
of Ulo let-• ar wooplata\ la'I'OlYU. -•-&,• ar t•f • da,!Q' 
haorU~k. 

la tlllo -'*• 1 .._, ,.. ·~• 1M u-..-.. la 

203 

. ....... , .... wt.a ... - ...... _,..,__, ....... ..... 
"..,_,.. U..\ u .. _, .1• ,,,_ 11 ( a.rta~ c.66o1!15) 
,....., • et••• •11• a11a-• .r ttllo a _ ..... \1111 o...1 """-' 
.a...lt er ~or\lM4, ~~aaa., 'Wl\111 lao\fte\l1ao \1 tiM "-ll '- -

tM - prlaolpa117 r• - .......... ~ ,... ........ - ·· 
A Oll'T of U.O l a\taY ll -.1•- rer ,_ _,_, ...r • .-. 

Upea laltal17o \M "'-~ JwPMt ... , tiM alla-\ ,.. 
aot of neort la ... 1.- DIJ 'n"' .... tl\1 Oftl- -
\hore h a -rd la \1M ortl• 1r Clllat or "-• ,... -
par'-•\• h alltac\11, D. C,. of -\loao blwllll; - -
, ...,. Lln'-\ Per\aou' par t or \Ill • •U.• or .....,..,, ~ 
'"'""• Oo'-Mr, _.. la-Mr, la \Ill __ , or l llo tor -
.. ll\be 

l a "'"' or - he\ lila\ &ah ll pro""'blt oal7 ... dt 
- olal\Aor ••1o I • ~ ......... \1111 ,... u.,..r-• 
""'' ··- _ , ._., ......... foaallolll\t or ..... lac ..... -
roll _,._, 8plao\ all•-" ,_,.,.. 1a \1111 ott111 .r 
Dep n ' n"' heefl\1, ftoo .,,_. ot \1111 11-Uoa ...,_..... \1 

h U.\ u. ~"- 'Will laM - --.ru or "'""'' • u.. 
.. .,..,....,. ..u -..--u \Ill all•-• - 
,... .. \Ill ...... --- "' ....,._, k .... lo _ ... 
.._ wl\111 lllo _._ 

(S! r;no4) Solll'1 

v 

• •• 
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Col .. el a. I, Oll'bort, 
~Din•M•, 

Ottloe ol Dep••••• a .. nte, 
ZI.)V~h...t, 
. _ ... , t.wlo~. 

1 oe oealool-c Mnwl\ll MilO' of a le\\or ,. ... ,,. ..

oolYot 117 lin. lloour lloJ'Pa~, lr., fna lift, '1•
o..-.. h..._o, ....,.,.,._ • ella-• .. ..,. a.a.1 lo\loaol 

l eal< ot Penlaat. ......._, la ~. - ot n_IID a -~ 117 a..r 
-. Ll•.._, I.a. ,_...._.., ... h .. ., tolta. .... o.lW 
... _ ,. .... la ... ld-. 

• Ia n-•• .. a leac tlo\aMo \ole!*oo laqw.lJ'7 of 
,....,..oftloo Jto\ortq~_~_louao4 ,.,., tlllo allo\_, lo 

ao\ of ,...,.. l a \bo Off\M of llepe"'- --.rno •• •-""· 
rouowtac ..,. ""'" ' ot \blo lm-u.a. 1 aolrot \bo om .. 
of \M Clold of n-, Var ~-·· la VM~~lac .. a , lf 
a """" ..-14 llo - d \bo POll' rollo .... ,.,., .. ,....,.,. 
U.. -w..t a ....... of nA allo-t. I ""' _..boll 
onr \M \al ...... \blo •ralac \M\ \he pe:r rollo ..,.., ..,., 
uaotlou .._... llooa -'• f,... t ho pe:r of Ll••-• Pon-• 
tor \M _..._ of ....,..,, ..,._..,., Oe\ollu, oa4 I O'te..,or, 

la .... -· ., tlllo ... _,,., 

I _......_. \bot \11\e ••aer '"""' llo WlftM •• lf 
lW _,, ...& a ... , ....... Ll•-• Po-• wlU a 

YliW .. "''•'dac Ide ell•-• oe\loel'loa\loe ... \lie -
..., ..,._,_ ............ all•-' ............ u Ill 

-· I WRit .., ....... lt ll ,.. .-14 WDo ..- ao\loe .. ,.. .... -, ... .........-.... . 
• ,. lllM ns h, I • 

IMil•- -1 
Dlablnr 

•. '· ...... u. 
o...&ooloear ot -•o 
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April 29, 19~3. 

~Ar saving• StAff 

Dear Kre. Port.eoue: 

1 aa •ery glad you vrote &e a.• 7ou did. on behalf of your ovn eon, 

and with regard to pottiblo oimilar problema of othort in tho aorvico, 
I can a ooure ~ou that the Treasury Department io doi~ everything poo
oible to apeod up lhe difficult and complicated taok ot itouing War 
!ondt to tboae vbo lubtcribo by regular monthly allotmento. In tho 
caae of tboae vho are liM' in&: UDder the Ar~QY, checke 1o payment ot tu.ch 
allotMnto are hwod b~ tho Var Departaeot, rather then by tho Treatur7, 
and I aa wre 7ou can WldorotADd the dittioultieo cau11d b7 the croat 
Yoluae ot auch ~ente, and the conetant ehlft ing of the men in the 
different brancbee of the eer~ee. However, ve 611 want to ••• t hat 
the eo ... ttoro ar e handled effic iontl~ and promptl~, and we a re nry 
6l&d to follow thro~ on any given enao , in order to ate it the cauae 
of the dele~ aay be found. 

I aa oorr~ that I cannot give 7ou any definite inforaation at tbio 
u,o wt have been glad to do what I could t o look up tho metter of 

LleuttDAD.t Porteoue• 11on4 purc.haeea. Kr. I. 7. Bartelt, Co:IC.it tloner 
of Accounto in tho Troaoury, hat already called the War Department 
Allotment Office at Newark, Nev Jeraey, in order to et&rt a tracer, and 
the office hat promioed to call bim bock at ooon at they have &~ in
formation to give him. 

Your letter vould indicate that 1our eon ltldo tho allot .. nt 
throUI!h tho Canal Wational llank, Portland, ll&ino, inotructing tho bonk 
to purch&ot tho llondo, Chocka, a a I OOl', are 1oouo4 by t ho iiar Depart
mont and ~• therefore oh&ll h&vo to obtain more detailed information 
from that Depart ment before we can take &~ further ttopo. You D01 be 
ouro that tho matter will bo carried thro~ to a final conclueion 

Juot ao rapidiy •• poooible. 

I can well un4eratan4 bow prOQd rou are of your aoo' • record. 
during tho comparatively brief tlmt he hat boon out ot tho countey. 
Let me congratul&t·e you upon hie well-earned decorl\tlone and aleo 
upon hit genoroue allot JHnt to tlul liar »ond campaign, Will you aloo 
oxproao to your buoband ~ congratulation• upon tho rtcord made by 
hh otoro, and by other ••bore of your famil7T 

!b&nlr: 10u ~n tor wr1 tlng .. ao 1ou did. 

Mra. florence ~ Porteous, 
28 Cbadviok Stroot, 
Portland, Maino, 

Gl.P/dbo 

Very e1neerll7 rour•. 

(Nro. Honr~ Norgootbau, J r.) 

205 

•• .. 

Regraded Unclassified



f!y Mer l!r ~ . llorgenthau 

2lS Chadwick St. 
Portland , Maine 

T ~m taking the liberty or writ ing t o you rather then to 
ll.r . MorgentMU b!'ceuee I find that in many cesee a wife can bring 
met t er e t o e husband rar more clearly than enyone el~e. This 
e~oliPB i n e l•s~Pr degree i n our own ~!fairs . 

20b 

Our eon - Lt. J ohn Porteous II - 0-660195, is an ~viator in 
tlew Gulnep. He has been out or the country elnce lest August, end 
···E• r•cen tly decornted by Gen. Kenney f or aohievecente In over 
:wenty-five Pngag•menta. He has written ue that he has eent allot
m•nte ?~ $140.00 ppr month t o hie bank the Canal Nat 'l Bank here 
In P1rtland, Ka ine alnce last AuguH. He reou eated hle father •' .. 
( L~~I P R~bert Porteou s) t o ascertain if theee had all come o.k. 
•r.d recuested that same be ~rinc1oally Invested i n DPfer.ee Bonds. 

On lnveetigatlng the matter Mr. Porteous round out that n2 
!ll?npv he e c~m· at a 11. 

Now Mrp. Mor gentbau this eon does no t ne~d the money ae he 
ht• c neiderable income other than he recelvee fr om hie govern~ent 
•alnry, ncvPrtheleee it is hi~ by hie own mprlto r i ous achievements 
end on euch should be his to-utilite as he eeeA fit. I am sur e 
John ' e ability oe a flier of a P-40 egainet the Ja oe over Pt. 
Moreby, and hie desire to •erve hie country by ~utting the m'ney 
1nt" o~r~nee Bonde would be a 11 ttle impoired, ~hell "'~ sey, 1f he 
~new h-. hRd n•ver been oaid. We hesitate to tell him y~u mey be 
•ure, for hie-n;rves a re-tense and hie temp~r high end it might 
ceue• such unfavorable reacti ons aa to i moa1r hiA life & even 
tho ~e In hie particular contingent. 

Aleo , if this has occurred i n John's ca ee It mu•t be eo with 
.,any othPre. 

I ao ~ure that Mr. Y.orgen thau ie not oereonally c~gn1ecent 
~ r thle situAti on, and be will I know do all he cen to allPviate 
1 t . 

Mr. Porteou s has r ound out to whom he should ~rite and hae I 
beli•ve written concerning J ohn's personal case, but my letter Ia 
n Plea tc you for all Service men and t or the good of our country. 

'Nhen you realize that the amount invested woul d bring 
intereet which J ohn has now lost, it does mDke one think. 

My husband has a l arge department store here in 
Tney ere over suheor1bed to the new War BQnd I ssue. 
portl , n being 35, 000. 00 (mine $500.00). He hee also 

• 

Portland . 
Hie own 
bought bond e 
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~ly c!~o r fire. Morgen thau 

23 Chadwick St. 
Portland, Ma1ne 

tam taking t he liberty of wr tting to you rather than to 
l~r. Mor senthnu beoeuse I find that ln many coaee a wlfe cen bring 
~nttere to a hueband far more clearly then anyone el~e . This 
e~oli~e in a lAeepr degree ln our own effalra . 

Our eon - Lt. J ohn Por t eous II - 0-660195, is an aviator ln 
!It" Oulnet>. He hae been out or the country alnee last August , and 
>~BP r~oently deoorcted by Gen. Kenney for achievements in over 
~w rnty-!ive ~ngag•mente . He hae written ua that he has eent ello t
m•nts or $140. 00 ppr month to hls bank the Canal Nat 'l Bank here 
lrc P~rtland, Maine aince laet Augurt. He reouested hie rathpr 
(Lcule R, bert Porteous) t o ascertain lf theee had all come o.k. 
~nd reoueated that same be orincipslly invested in Derer.•e Bonds. 

On investigating the matter Mr. Porteous round out that ~ 
m?nev hae O?me li all. 

Now Mre. Mor genthau this eon doea no t need the m~ney ae he 
h~P e naiderable income other than he receives fr om h l s government 
••lery, nevPr theleea it is hie by hle own m~ritorioue schi evemente 
and •• euch abould be his to-utilize ae he aeeB fit . I am sure 
John ' s ability ae a flier o r a P-40 againat the Jape over Pt . 
Mor sby, ond hia desi r e to Ae rve hie country by ~utting the m~ney 
in t~ D• r enee B~nde would be a little imonired , phall w~ eay, i ! he 
knew he had n~ver been oaid. We heaitate to t~ll him y~u may b• 
•ure, for hie-n;rves are-t;nee and hie temper high and 1t might 
cau•e such unfavorable reactions as to imoa1r hlR life & evpn 
th'>&e in h1a psrticular contingent. 

Aleo , 1f this bee occurred in John ' a caee it muPt be eo with 
"any o ther&. 

I am eure that Mr. Y~rgenthau is not oera~nally c~gniscent 
ry f thte e1tUAti on, and he will I know do all he can to al1Pv1ste 
1 t . 

Mr. Porteoua haa f ound out to whom he should write end has I 
beHave "ritten concerning John's per aonal ceee, but my letter 1a 
a olea t c you tor all Service men and tor the good or our country. 

•~en you r ealize that the amount inve~ted would bring 
lntereet which J ohn hae now lost, i t doea moke one think . 

My husband has a large department store here in 
They are over subscribed to the new Wsr B~nd I ssue. 
porti~n being $5,000.00 (mine $ SOO. OO). He bae &lao 

Portland. 
His own 
bought 'conde 

20~ 

... • 
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~ r our oth~r t wo boys w1th their peraonal incomes. We are ardoroue 
1, our error ts towe rds th1e ra;e o r our etrive t or victory ae we 
Prt 1n our support or our PrPeldent and hie able seeoc1ates and our 
r·e~ect rnr you and Mr. Morgenthau knows n£ bound•. 

• 

Sincerel y, 

( eignpd) rlor~nce Cushman Porteou e 

(Mre . Louie R. Por teous) 
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'1'0 THE SIOP.ITA!Il'1 

T REASURY DEPART MENT 

F ISCAL SERVICE 

WASHINGTON 

I recehed 109 lettero of COIIJ>l aillt fro• t he Va.r 

Departaont ln reoponse t o 70ur letter to Onder SocrotaJY 

of Var Patteraon, but I baYe not ao 7et bad an opportun1t7 

t o read all of t hea. I v Ul tey to do t blo 1...,odiatel7· 
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o;,IT :- ~ . .:.J;cp ,_; 

(In mill tons n!' -lol hr•) 

O'UI'I!tl : 1'\T .. l.VP 

Esti~•t• n!' funris 
Up to 

toi:;e ... ~;~~ed April ?6 ... ,~u n ~~11 ?.8 AnrH ~o 
A"ril 24 

F\mda trna b-n\dng BOurces : 

Tr""OIIl'7 bills ... ... ••..... ... 800 600 t () n boo g() O goo 

7~ Certifie•teo •.••••.•. . ... ? . lm 2 na 1., Wi !L.I ~8 .2. n'6 2J JH 

"' ,.,..,.IIUJ"V bend 0 0 0 0 0 0 0 0 0 0 • 0 0 0 , '"" --- - - -
Tote 1 L-nkine •• ••••• • • ••• ~-~'«' '7V! ~.131 2. 738 ~'ug .b ll3i 

• I I 

FuMe f'r0111 no(l.- b\nkinr sourcett: 

'1/ll'' C~rtifie•tes ...........•. 1 750 2, 564 :Ho#l 2 L~ 2.141 2 go<! 

?4 ~--AU~/ bond ••••• •• •·•·•·• l 7"0 ' 11?1 ), 0 73 2D'l. :z.. ,qr 1. .291 
• 

I . SCIO 1 . ?.30 3 -.H .3 0 .,, <J 2 0 3 '1 ?-1 /'>.~ TrMem•·t bond •.•....... ~ ' ;q2--
Series E j. ~ o 7;_l Ua 1Ub / , 0 !)'~ J./!3 SwlJ1fla bond a Series r' _ j ~ 8 1 ~00 7Q(J 
Seri•oG _ J ~ I 

'i'"X t1ntea •••••••••••••••••• • •• 1 ~ <1!5 Jo 11 11 4-d I. :JL,., J, ~.;'ll 

TotA.l non-botnldr:; • .• • • ••• 11 ('(l(1 Q~Q(J 'U's~ 10 . IS') I 0. f<l~ In oao 

CrBJVI totel .............. 1A C"(l 1?. 1?.8 t:J. ~ff I 17 ~ 4 I 13.11&L 11; '/., 
~;._,:.., ! .. 1, 7. ~ J t....J.. }J.·I · P~ fJ 7UIII , l "'pSIII l '/3f..~ lr't-

Ap~n 30 

1oo 

.2 /H 

-
.2. 'IJS 

1 'lQ '-

2. .377 

1 .5lo 
1 "7o

1
ft , 

J..¥rr 
Jl.~a~ 
hJ .~O 

nnol 
L~"'Y 1 

~00 

-'-.1?>~ 

~-0~"¥ 

f:. ooo 

.2 q /_ t1 

2 ,;i-
3.L ~" 

I.JJ 'ln 
I , 

I.Lfl' 
I~ 1_q~· 

,.,, 2 q S" 

.L<_{. 

N 
0 
CD 
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A."F.IL l'DWiCIFO 

(In lllll.lons) 

210 

---------------~=--Cwnulative 

Fll.lld• fr0011 beJ>klne sources: 

'l'r.,. eury bills ....•.•....•.• ........ ... ...•• • 

7/8.' Cert itloatea •••••••••••••••••.•.•••••••• 

, . &onda •••••••••••••.••••••••••••••••••••••• 

To tel bsnkina ...... . ... ............. . 

7/8~ Certitloatea ••••••••••••••••••...•....•• 

2,: Bonds ••••.•. , , .........•.. .....• , •••••••• • 

'J-1/2'1.. Bonds ••......•... , .•.••••••••... .. ...• 

1,~~ ~ •..... ... 
Seriea E 
S,•riee F 
S..ries 0 ••. )75 ) 

1ax note• ......................... , ......... . 

Total non-~ ••.•...••. ........•• 

Grand to tal. .•• 0 0 • 0 •••••••• 0 • • • • • • • • • • 

To To 
Met 1 lAy 3 

• 800 

2, 1)8 

2 ,039 

4,m 

2. 969 

2, 545 

3,650 

1, 470 

1,661 

12,295 

t17,?72 

8 800 

2,138 

j1. 039 

4,m 

3,071 

2,757 

3,738 

1, 573 

1,697 

12,842 

$17,819 
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TREASURY DEPARTMENT 

INTER OI"'''ICE COMMUNICATIOI'I 

OATC lfA7 J, 194) 

To• Secretary llorgenthau 

••o"' wr. Waldman ~· 

In line with your r equest tor information on whether 

t he ehipyarde 1 investigated were doing Maritime Oomaisaion 

or NaTT work, 1 seoured the following taots , through 

wr. Houghteling: 

The Sun ShipTard ia worki ng solely r or the llaritiae 

Co.aiasion; the New York (Camden, New Jerae1l and Cramp 

(Philadelphia) Shipyards may be doing repair work tor the 

Maritime Commiaai on but they are not doing any or iginal 

bui lding ror the Keritime Commieaion. 

Regraded Unclassified
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TREASU RY DEPARTMENT 

I NTE R O FFICE C OMMU N ICATION 

DATE 

.J c eLbr;•: or ent he.u IIAY- 31943 

!n accorfiarcr \ 1tl t c ex ' RL i n~ instr.:ctlo~s , 

t 1, ~ su' ..i ~.eil ·,e!'ewi t'• a SlH &rji rr rt of 

•clivi i s ~n ~ceo· lis~ tnls car icd on .JY the 

LP- ol ~taff or ~~e 

Attac', ent . 
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Ill THE OFFICE 07 T!iE GEllERAL CO\fliSEL 
U.RCH 1943. 

The following matters received att ention in the 

Office of the Chief Counsel for ihe Bureau of Internal 

213 

1. Tax Evasions by Fonner Public Officers, Detroit, 

!1chir,an (See June 1942 report, item 2) . Duncan c. ~cCrea , 

for..,er ~rosecutor for Wayne County 1 l'ichigan, r.as indicted 

b~ a l ocal Srecial ~rand Jury for havinc received pro

tection money from operators of illegal ent erprises, and 

on Sept ember 30, 1940, he Ylas ousted from office by order 

of the Governor . l!cCrea was sentenced to serve 4 1/2 to 

5 years in prison but is presently at liberty on bond 

rendine Ppr eal . The total amount of taxes found to be due 

f rol'l J~oCrca for the years 1935 to 1939, inclusive, is 

$23
1
617.90. Thomas c. Wilcox was employed by the Federal 

Bureau of Investieation from 1917 to 1930 and was the 

Special A~ent in Char~e of the Detroit off ice of that 
... 0 

Bur eau. For several months in 1930 be served as Police 

Commissioner of Detroit ; in 1931 and 11ntil June of 1932, 

Wilcox operated a private detective service . Wilcox was 
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elected sheriff of Wayne County and served a two-year 

per iod, 1938 and 1934. After a recount i n the 1934 

election Wilcox was r eelected but sur rendered his office 

214 

as a result of a decision boldine the recount f raudulent. 

In 1936, he nas acain elected sheriff and was reelected 

~[;&in in 1938. He was ousted by order of the Governor in 

June 1940; and on ~arch 5, 1940, he nas indicted on cherges 

of conspiracy to obs truct justice , and after having been 

found w~llty was sentenced to serve 4 L/2 to 5 years in 

prison. Wilcox has been at liberty on bond pendi!l£ an 
~ 

appeal . The total amount of Federal income taxes found to 

he due from Wilcox for the years 1987 to 1939, inclusive, 

is $2, 522 .26. On Karch 1, 1943, indictments were rettwned 

aeainst 1 oCrea and uilcox for wilfully atte~pting to de

feat and evade their individual Federal income taxes for 

the ~Pars 1936 to 1939, an~ 1937 to 1939, respectively. 

Carl J . Staebl er •tas indicted March 9, 1943, for 

wilfully attemptlng to defeat and evade his Federal income 

taxes for 1937, 1938, and 1939. lle practiced law in 

Detroit pr ior to 1934, at which time he was appointed to 
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a position in the Sheri ff ' s office under Thomas C. Wilcox . 

He \';or ked for WPA f rom April 1935 to January 1, 1937, on · 

which daLe he r eturned to the Sheriff ' s office as Chief of 

tlte Civil Division, where he continued 1m til June 26, 

1940. On ::arch 5, 1940, Staebler, to~ether v;ith Wilcox 

"15 .::_ 

and others , was indicted on a chnr e of conspiracy to ob

struct justice a.ncl collusion '>etv1ccn lav. en.:'orcetlent officers 

and orcra.tors in ille~al enterprist s . He was convicted 

!:ay i4, 1941 a.nC. sentenced to serve from tloree to f ive 

years in prison. He has, howtver , bem aL liberty on bond 

rendine appeal. Additional r'eder al i ncome taxes and penal-

t ies found to be due for 1937 to 1939, inclusive, agereeate 

$27, 434 .03. 

2. Tax Evasions b~' Lottery Operators . Joseph ~otze, 

a. well known lottery op~rator (numters racket) of DOston, 

t:&ssachuseth , liaS indicted ::arch 3, 194~, for alle;;ed 

income tax evasion for 1936 to 1939, inclusive . 7axes and 

penalties of $403, 045 .23 for 1934 to 1939, inclusive, have 

been r ecommended, approximately $350,000 of which falls 

within the years covered by the indictment . This is the 
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second tiMe Hotze has been indicted, In the previows 

insta.ncc, he entered a piea of guiHy on March 14, 1935, 

216 

to tax evasion charges for the years 1930 to 1933, inclusive , 

lfl,ich. TillS • ~s•\B.nt to a co!'lpromise settlement whereby he 

slso •i<l ,.6 , 2f0 in full settle cnt of his civil lisl.>ilih. 
• • 

·:r \'las sentenced ail<i. serveu three montns in jail. 

;{arry S. :"iller who was enca ec'. in the nlll:lbers business 

at Donora, Pennsylvania, has been indicted for wilfully 

atteL1pting to defeat and evade incOllB taxes for 1936, 

1937 and 1938. Addi tional tax68 amount to approximately 

}10,000. 

3. Tax Evasions by Coin l- achine Operators . Edward A. 

1ademacher, proprietor of a restaurant in Shakoree, 

J..innesota, has been indicted for wilfully at ten1tiDL to 

defeat and evade inco~e taxes . Charce of evasion is based 

u,on his failure to report substantial a ounts received 

fron the operation of slot I!IBchincc maintained in his 

restaurant . Deficienci es total ed ~5 , 712 . 46 for 1936 to 

1940, inclusive , 
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Benjamin Sterlinr,, Jr. entered a plea of e"uilty on 

February 26, 19~3 , to a char ge of wilfully at temptinc t o 

217 

evade and defeat part of his lncotne tax for 1936 . Sentence 

was suspended by the Dist rict Court at Scranton, Pennsyl 

vsni~ , and he was rlaced on probation for one year conditioned 

on tle payment of tax, renalty and interest or ar:roxi-

at~ly $19,878 . 46. He was enee~ed in the Gale of coin-o, era

ted 1nuaic machines and failed to rer orl com:nissions of 

Sl3,297 . 50 received f rom the itudolph 'itu'rlitzer Coapany. 

lle also failed to re r·ort $74, 718 . 4!i received f rom t he 

operation of coin-operated music machines . 

!':arvin R. Bates was indicted J:aroh 16, 1943, by the 

Yederal erand jury- at l:er idian, J.ississipi i , fo r evadine 

hia ir.dividual income taxes for 1930, 1937 and 1938. The 

investive.tion revealed that Bates ~ho hac a net inco=e of 

more than $20,000 durin: each of the years 1~36 to 1938, 

inclusive, rerorted only about $1, 400 for each year . Eis 

income was princi pally deri ved from ee.mbline and the opera

tion of ooln machines . Bates ' defense is that be VIas of 
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the orlnion that he had to pa~· income taxes only on the 

o~sh on hand at the end of the year . Prior to the submis

sion of the srecial agent ' s report, the case was informally 

riisoussed vti th the United States Attorney at Jackson, 

· issi&&ii-r i , who ex_pressed the op~nion that cri:nina.l pro

ocedinta would be r.a.rrented. The investieation arose from 

~nfor1ation furnishea by e private detective who wa.s employed 

by e ·roup of citizens in J.:eridian to investigate the 

alle ·ed illegal activities of Bates in order to determine 

whether these operations were protected by the City admin

istration and whether the mayor of Eeridia.n was receiving 

a re.rt of the prof'i ts therefrom. Al thouch circumstantial 

evidence indicated such a.n alliance , no proof thereof could 

be established, and the investi a.tion was discontinued 

shortly after the mayor ' s reelection in 1940 . 

4. Tax Evasion by Dr . J . W. Tipton. On r&rch 18, 

an indictment was returned aea.inst Dr . Tipton in six 

counts , charging him vti th wilfull :r at tempting to evade his 

individual income taxes for 1936 to 1941, inclusive . Dr. 

Tipton is a. prominent eye, ear, nose and throat specialist 
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in Danville , Vireini a . The total laxes and penal t i es of 

Dr . Tipton for the years involved is $31, 693 .99 . 

219 

n. Tax Evasi on by Sam Gl ick and Al ex Harris . Sam Glick 

~nd Alex Harris were indi cted 1\arch 2, 1943, cbarr;ed with 

wilfully e.ttemrtin:; to evade and nefeat. their resrective 

in~ividual inco~e te.xes for 1936 to 1936, inclusive . Each 

defende.nt was also cbe.rged with aidine and abetting the 

other . 3arris and Glick, who opere.te a successful mea t 

market. as ~ partnershi p in Pittsburr;h, Penns: lvania, sub-
• 

stantially reduced income by pe.ddinr; the meat purchases of 
' 

the business with fi ct itious purchase invoices and ul t imately 

div ~rted t.o themsel ves par t nership funds in payment there

of. These payments were, never theless , included in deter

runin;; the cost of z?ods sold b~· the rertners},ip for in-

co=e tax purposes, but the partners failed to re:ort in 

their individuai inco~e tax returns the additional incor.e 

they realized in this :l'Anner . Harris and r.liclr used in

voi ces of e. firm of whol esalers, The Homestead Provision 

and Packi ng Company, a· partnership. S. E. and K. S • . 
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Jacobson, the partner s, were convicted in 1942 of evadin~ u 

their ofln income taxes . 

The defendants pleaded BUilty }l.aroh 8, 1943, and were 

civen suspended sentences of e. year and a day on each of 

the cbe.r"es, the sentences to run concurrently. They V~ere 

. laced on rrobation for three years and a fine of $2,000 

and one-half of court costs was iwrosed on each individual . 

6. Tax Evasions Where no Return was Filed (See 

February 1943 report , i tem 34) . The indictment of Chin 

Lim 1:ow is the fi rst indictment which has been returned 

.220 

since the United States Supreme Court decision in the case 

of l:urray R. Spies (See January 1943 rer•ort , item 6) 

charging a Vlilful.e.ttempt to evade and qcfeat income tax 

1'1here no return nas filed . It is affirmatively che.r:;ed in 

the indictment that, as neans of e.tte· ~po.ed evasion of his 

tax liabllities, Chin Lim !'ow ce.intained and caused to be 

naintained incomplete, false and incorrect books and records 

reflectinB his cross income and the sources thereof and 

that he concealed and caused to be concealed from any and 

all ·proper officers of the United States his total ~ross 

-
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and net incomes in each of the years covered by the 

~ndlotr .ont . 

J. c. Exum was indicted Uaroh l , 1943, for wilful 

f~ilure to file individual income tax returns for 1939 and 

1940. Exum is the former president 'of the First Hatione.l 

3ank oi Snor. Hill, :lorth Carolina, and former membf'r of 

the ~osrd o~ ~reene Gounty Commissioners . He successfully 

operated J . Exum and Company, a mercantile business in 

Snovr r.ill , which was a part of the. estate of hi s father , 

Josiah Exum, deceased, of which he was administrator . He 

bad a ne t i ncome of over $8, 000 for each of the years in-. 

volved derived principally f rom the estate. The invest i 

eaiion covered the years 1926 to 1940 for v1hich additional 

taxes totaline $3, 379.98 have been recommended. ;;ot only 

did Exum ~ail to f i le returns for 1939 and 1940, but he 

failed to f ile returns for any of the years involved either 

for himself or fo r the estate . 

On 1~roh 13, 1943, an information was filed in the 

United States District Court for the Southern District of 
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:lew York chare;ine; Abbey Dreyfuss with wilfully failing to 

file income tax returns for 1939 and 1940 . He failed to 

file inco~e tax returns for calendar years 1927 ·to 1940, 

inclus ive . Durinz this period he sptnt most of his time 

travelin~ on steamships between the United States and 

various ports of Europe and "as r1hat is co!DI:lOnly known as 

an international professional card shark. 

7. Preparation of False and Fraudulent Tax t.etilrns . 

Robert T. Jacob has been int:lcted for wilfully aidin£; and 

ass.i.stinc in, counsellin~ , procurinw and adviainz the 

preraration and presentation of a false and ft•audulent 

income tax ret11rn for the Central l!oldlDL Company tor the 

fiscal year ended June 30, 1937 . Jacob has oeen involved 

in several cases which have been under consideration in 

this office . At one tUr.e he is said to have been the 

leadine tax practitioner in Fortland, Ore~on. 

8. Oath Kequirement for Returns . The Director of 

the Budget has request ed that he be advised whether the 

oath requirernent for returns, other Lhan individual income 

tax returns , could be eliminated "ithout detriment to 
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lhe sct·vice . In th\s conn~ciion, lt le e been noted that 

l'·tet•t at•e tnorP than !;0 provisions in the Inter nal Revenue 

~ode vhlch expressly require returns to be ver ified by 

oath anc. there are a1•r roxirr.aiely 30 ot her provisions in the 

~ode v;hich rPquil'e reb>rns but do not txpresslt specify 

ver' ication b; oath. Excert in certain cases rh~re the 

tax covPred b. the return is not in excess of ~10 (section 

3330 !..? ) , the ~ur ee.u of IntErnal evenue oas requi!'ed all 

ret••rns lo oe under oath . Ho"ever , follodn:.. section 136 

of thA ·.cvenue h.ct of 19~2 , th.e ree;ul~tions now l' l'ovide 

that i ndividual incoJll e tax returns shall be ·•el'el • verified 
' . . 

'·y a wl'i ttcn decl aration that the!' are tnade under the 

• enalLles of • et• jUI':f . ':'he ll'R lier un .er co siue!'e.tion also 

involves t He ouestion of whether the taxoa er should be - .. 
Peq it•eC: by t he re~ule.tions to verify u.nder oath clai..s 

for refund and clains for othel' rtlief . 

9 . Tax Evasion by Simensky & Levy Corrorat~on, 

Rubin Si mensky, and Leo Levy. On March 11 , 1948, indict

ments were r eturned charging Levy and Simensky with wi~

fully attempt i ne to evade and defeat the i r respective 

223 

Regraded Unclassified



- 12 -

inco"e illxee and those of the corpot•ation for 1936 and 

1G37. The defendants are enga~ed in a fruit and produce 

buejncss in New York City. The alleeation of fraud in all 

o: J,t c~s's is hastd on the pra.ctlce of the indi vidua1s 

to :.s~~t '.i.clitious checks , cbar .. ine them to purchases and 

recti vir t1.e roceeds thereof . Froof is availt.t 1e to shov; 

t .at r<n'< o~ the checks >.E r e de oeited in .be coruot•ation ' s . -
ba•v account an•l a cornsi>ondir.,_ crtidll auie on the loans 

1a:ab1e acco\IIlt 0 1 the individuals on the corr.ora.tion' s 

boo\ s . 'rhe deficiency in te.x for the yE>ars 1934 to 1938 

in Lev~· · s case is $12, 074. 34; in Slnensky' s case for the 

years 1934 to 1938, $17, 402 . 57; nnd in the case of the 

cor_ oration .::o1• the years 1934 to 1937, S22, 756.66. 

10. ~ax Evasion by Suerry Candy Comtany, et al . 

Indict .ents in thE: inco· :e tax case of the Sperr;• Candy 

Coupan. , J.i1\'laukee, ':lisconsin, r.ere returned on :_arch 11, 

1943, by a Federal e re.nd jury a~ainat Arthur L. 3irch, 

C. I • A,, and rl.ay J . Pibriii£Pr and Fred F. Foster, secre

t&l·y-troasurer and president, nspeotively, or the 

company. In tr.e co •• pany' s "case, the indictwent contains 

• 
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ii ve co>Ulis , two of which char~ed Birch, Pihrin~er and 

.'ester wl th aidlne; and assisting in the preparation and 

pt•esoltation of false and fraudulent returns for t he 

conpany "or 1936 and 1937, two of which che.r.:;ed attempts 

lo evade taxes for the same years, and the f~fth of which 

counts char, ed conspiracy to evade corporate taxes for the 

:ens 1934 to 1937, inclusive, and i ndividua'l inco!:!e taxes 

of ?ihrin~er "or the years 1936 to 1938, inclusive . As 

sholln i n the indict •. :ent , the total taxes evaded are 

37,167. 2G. ','iarrants for the arrest of the indi viciuals i n

volve(\ will be issued after J,:arch 31st , 

11 . Tax Evasion by Harry A BroTm , Brown pl eaded 

nolo contendere on •.arch 8 to char~:.es of having wilfully 

atte .. pted to evaae and ciefeat a larve I&l't of the income 

and excess profits t axes of John E. Graybill & Company, 

Inc . for 1936, and a large part of his inaividual income 

taxes f or 1936, 1937 and 1938 . A sentence of two years 

and a fine or $2,000 was imposed. The sentence was sus

pended and Brown placed· .on probaLion for• a 11eriod of two 

years conditioned upon !tis payment or the fine and all 
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civil liability for the years covered by the two indictments . 

John E. Graybill & Company, Inc ., ls a laree concern of 

York, Pennsylvania, doins electrical conlractine work. 

~rown is its president and principal stockholder . The 

deficiency in tax in the case of the corpot'ltion amounts 

to ~lo , 558 .ol , and i n the in~ividual case to $4, 444.53. 

12 . Tu Evasion by Willia.m S. Krasnow, Eli Yoffe, 

f.raano'' Vlool Stock Co . , Yoffe-Krasnow, Inc . This .;roup 

of cases \'tas sent to the De~artu.ent of Justice by the Com

mi ssioner of Internal Revenue , l etler of January 7, 1943, 

with a rcconunendation that Krasnow l>e f rooecuted for tax 

evasion for 1936 and 1937; t hat Yoffe be prosecuted on like 

charges for 1936; that Krasnow be prosecuted for evading 

the t axes of the Krasnow Wool Stock Company ' or 1937; and 

that Krasnow and Yoffe be prosecuted for evadin!: the taxes 

of Yoffe-Krasnow, Inc ., for 1936. On Uarch 9, 1543, in

dictments coverina these charr as were rtturned by a Boston 
.... u 

grand jury; and Yoffe and Krasnow were abo indicted on 

the same date on a conspiracy charge of evading the taxes 
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of Yoffe-Krasnow, Inc . , for 1984 to 1936, inclusive . On 

the same date Yof'fe and Krasnol'l were arrested, released on 

bail oC $7, 500 each, and t heir cases sot for arraignment 

l~rch 16. They made large profits in a woqlen rag business 

in Boston and vicinity. The total additional t axes and 

penalties of Krasnow for 1934 to 1937, inclusive, are ; 

~13, 320 .27 ; of Yoffe for the sam~ years $156, 472.59; of 

Krasnow Wool Stock qompany for 1936 and 1937, $55,701. 74; 

and of Yoffe-Krasnow, Inc ., for 1934 to 1936, incl usive , 

$155,985. 77 . In the main, the fr aud in quest ion consisted 

of surrreesinc sal Ps and diver tine the proceeds of the same 

to these individual s . 

13. Proposed Tax Refund to· American Can Company. A 

proposed refund of $178, 240. 75 inco•e , excess rrofits and 

defense taxes for t he year 1940, has been aprroved by the 

Chief Counsel's office and recommended for r~rort to the 

Joint Committee. llore than one-half of t his e.:~ount 

($91, 772. 91) ~s the direct consequence of certain adjust

menta made by the Revenue Aeent to t he years 1936, 1937, 

1938, and 1939, whereby the net incomo for those years 
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was increased in the acereEate amount of $772, 824 .56. 

These adjustments , of course , increased the tax liability 

228 

of the company for the four years involved, but also increased 

the nvera~e baoe period net income 'or excess profits f ax 

. Ul'!OSeS in the ~ount Of ~193 , 201) ,13 and theJ•eby reduced 

the excess 1 rofits tax liability for the ;ear 1940 in the 

o. . .onnt or .,;91, 772.91. The total 8.1!\ount of inco e, excess 

rrofits and dtfense taxes paid by this CO~lcny fo r the 

year 1940 was in excess of six million dollars. 

14. Post Review of Taxes of Indemnity Insurance 

Company of north America. In a post review of the income 

tax case of this company for the years 1938, 1939 and 1940, 

the Income Tax Unit discovered that the Revenue A~ent in 

Char:e had failed to follow the rule laid down in the case 

of Pacific Employers Insurance Company {CC! 9, 1937; 89 

Fed.{2d) 186; 1937-2 c.B. 312) , as a result of which the 

"losses incurred" for 1938 were overstated by nore than 

$4, 000, 000 and were sliehtly understated for 1939 and 1940. 

As the result of a reaudit, the taxpayer has agreed to a 

deficiency of $644,194. 75 for 1938, and to overassessment& 
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of $33, 240. 31 for 1939 and ~75 , 889 .93 for 1940. The 

overassessments are being repor ted to the Joint .Committee , 

15. Excess Profits Tax Case Involvine a Contract for 

Sale of Sunplies to a Foreign Government. The Excess 

Profits Tax of 1940, section 719 IRC , provides (in cases 

involvinc certain contracts for sale o ' suppliPs to foreien 

.;overru.tents ) that "if such contract provides for advance 

rs~ent and for repayment by the vendor of any part of such 

aclvance ra.~nPnt upon cancelation of the contract by such 

fore len eovernment " the "borrowed capital " of the vendor 

( taxpayer) for any day shall include "the amount which would 

be required to be so repaid if cancelation occurred at the 

be~inni ng of such Clay. • Durin:; the ;•ear 1941, there was 

an existinz contract betTeen ):t-I'IIIOn-Herrin; ton Co . , Inc . , 

Indianapolis, Indiana, as vendor, and the Netherlands P:ast 

Indies r.overnment, as purchaser, on which contract the 

purchaser had durinz t he year 1940 paid $4.,177,000 (one-half 

of the purchase price) in advance . But the purchaser re 

served no r i .,.ht to cancel the contract except for failure 
u 
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on the rar t or the seller to del i ver the eoods purchased on 

or before December 31, 1941, or in' the event the taxpayer 

became bankrupt . The taxpayer cl aims that the ent i re amount 

of $4,177,000 should be treated as "borrowed ca'pi t al " in 

determinin~ invested capi t al for the entire year 1941, tnd 

that claim has been allowed in the cur rent audi t . A 

question has been raised as to why the Chief Counsel '.s 

office sho•ud adopt the fiction that the entire amount of 

the advance ($4,177, 000 ) would, under the terms of the 

contr·aot , have t o be repaid to the foreien covernment during 

1941 , if the foreign : overnment should cancel the contract 

durin~ that year , 1vhen, in fact , the contract makes no 

provision for cancelat ion by the £oreien ~overnment at any 

tiDe durin: the year 1941, and of course does not provide 

for repayaent of the advance in the event the foreien 

government should arbi t rar i ly cancel or repudiate the con

t rac t durine 1941 . The case i s bein: considered. 

16. Tennessee Gasoline and Clearette Taxes ; California 

~asoline Tax , In a memorandum dated March 24, 1943, 

addressed to Deputy Commissioner t'ooney, i t was hel d that 
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the easoline tax imposed by the State o£ Tennessee upon 

nis.trlbutors or dealers , whichever person f irst handles the 

product in the State, is not a retail sales tax deductible 

by the consumer under section 23(c)( S) of the Internel 

.~venue Code . Honever, in view of the well established 

.~silion or ~he Bureau, the Chief Counsel ' s office ap~roved 

the conclusion that tte ~asoline tax imrose~ by the State 

of .ennessee is deductible under stction 23(c)(l) of the 

Code ns a tax imposed on the consumer . The 'fennessee 

toJacco tax v:ns held not deductible by the cons\.Uller under 

section 23(c)(3) of the Code subst.antinlly for the same 

rensons that the gasoline tnx is not deduct ible under that 

section. The tobacco tax is imposed upon the first person 

VlhO receives the tobacco products in the State whether that 

.~rson be a distributor or a dealer. In those instances 

231 

in which a retaaer does not receive his tobacco rroducts 

l'>rou;:b the custorJ&.ry urketinc channels ht r.ill occasionally 

ray the tobacco tax. But i nasr.·ucb ns the iax does not normally 

fall uron retailers i t is not a retail sales tax, and there

fore the a",ount of the tax is not deductible by the purchaser 

under section 23(c)(3) of the Code. 
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Si nilarly, in a memoz•andum da ted 1~1·ch 24, 1943, the 

'luest.ion oonsid~red was whether section 23{ o )(3) of t he 

Code, v.'tich allows consumers to deduct from their net in

co e l'etall sal es taxes paid under cer tain conditions, was 

a •• licablc to the tax imrosed by ih~ State of California 

u:on aistributors of ~tor vehicle fuel . It was held that 

such tax r.as not d<.auctiole by consumers . The tax is not 

232 

i. • osul upon retailers, but is L .•osed u. on refiners, rranu

facturers , producers, etc . , or im!Cirters {or persons stand

ine i n the shoes of importers ) . It is not i ''· osed as a 

retell sales tax and i s no t Y'ithin the meanin~ of section 

23{c)(3) of the Code . {GCU 23552 {unpublished) In re : 

~alifornia Gasoline Tax, dated Januat•y 15, 1943, which held 

that this tax was deductible by ,he purchaser, if the amount 

of such tax is separately stated at the ti~e of the purchase, 

was revoked . ) 

17 . Processing, Unjust Enrichment, and Floor Stocks 

Tax Cases . On l!arch 15, 1943, the Circuit Court of 

Appeals of the 6th Distr ict en~ered its decision in the 

case of Commissioner of Internal Revenue v. Bain Peanut 
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Comrany of Texas, reversin& the United States Processing 

Tax Board of Review and remanding the c'ase to The Tax 

Court of the United States for further proceedings . (The 

Processin ... Tax Board decided that the !lain Peanut Company 

o• ,~x~s bore the burden of processin£ taxes to the extent 

of and r.as entitled to the refund of $38,847 . 25 out of total 

t~XcS raid in the sum of $96,113 .75. ) The Circuit Court of 

Arr•tls, in its decision, decided two i~rortant points in 

favor of the ~overnment . These two issues are involved in 

rr~ctically all processin~ tax cases undisposed of at the 

rresent time . The court held (1) that there is no election 

rer11i tted taxpayers as tQ the manner of detel'l'ilinin~ the 

cost or commodity processed for pur_oses of the margin com

rarlson provided for in section 907 or Title VII of the 

233 

.. evenue Act of 1936 - that actual coat must be used if 

available - and ( 2) that wl ere the ··overnment o!!ers evidence 

establhhine that the burden of the tax \"aS actually shifted , 

such evidence overcomes and r ebuts an unfavorable ms.rein 

showing, and that the effect of such evidence is to recut 

the burden o:f proof upon the taxpayer where "it existed in 

the beeinnlne . • 
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At the request of The Uational Biscuit Company, 

Prran~e•nents were made to hold a conference in Uew York, 

J!ew York, on l!a.rch 31st for the purpose of endeavorine: to 

execnte a settlement of the company ' s olains for refund of 

processinc tax ann floor stocks tax, similar cl aims of two 

former subsidiaries, the Natio1-1 !'illlnt Company and the 

j;•tional :lread Coopany, and the unjust enrichment tax 

liabilities of the coapany and i ts former subsidiaries . 

The claims are the larzest and most i mportant claims with 

respect to wheat rema.i ninc for disposition by the Bureau 

of Internal Revenue, ae;creeating approximately $4,083,127.49, 

and the llational Biscuit Company ls the lareest bakery 

uron Ylhich the assessment of an unjust enrichment tax has 

b~en proposed. The Bureau will be rep1• es~nted at the 

conference by Fren s . l~rtin, Actin~ Head, Unjust Enric~ent 

Division of the Income Tax Unit, 1ta~ond F. Brown, ilead, 

Claims Division of the Chief Counsel ' s Office, Irene F. Scott, 

Special Attorney, and A. J. s. Weaver , an economist, both 

of the Chief Counsel's. Office . 
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The Sellmayer Packine Company case, which involves 

thP. l'ivht to a refund of $57, 023 .96 paid as tax on the 

r•roces~in:;: of ho~::s , VIas one of the fir st cases to come be• 

fore the 'ax Court of the United States since the Revenue 

Act of 1942 conferred on it jurisdiction of all cases in

volvin reftmd of amounts paid aa processill(; taxes . It 

developed at the t rial tbat the petitioner cla~ed that 

the orir_lnal sales invoices were lost , These invoices were 

the onl!' records f rom which r, ross sales value could be 

deterJilined in comrlUtin~ the shift o£ the burden of the 

Mno>mt rnid as tax . The second c;roup of Bureau examiners 

had fo>md evidence t hat these invoices bed been altered 

before bcin£ submitted to them and that the majority of those 

altered invoices disappeared ~ithout explanation durin: the 

course of their examination . The principal controversy at 

the trial involved the question of whether the peti tioner 

had laid a suffici ent fo1mdation for the submission of 

secondary evidence of t he cont ent s of these i nvoices . 

Rul ine on this point was reserved, However, when the same 
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roint was raised in the companion unjust enrichment tax 

case , the trial of whi ch followed the processine tax case, 

Jud ·~r Oprer ruled out the sPconde.ry evidence on the ground 

that he was not satisfied that the oric:inal records were 

!llissin~ or if they" ere missin~, it was not as a result of 

affir 11! ti ve action on behalf of the petitioner . The unjust 

enrichment tax case involved the calendar years 1935 and 

1936 and deficiencies totaling $19, 013 .42. The trial of 

these t wo cases covered a period of ftve weeks . 

18 . Tax on Transfer qf Realty by Consolidated Edison 

Company of New York, Inc •. • et al. In a memorandum dated 

V~rch 19, 1943, addressed t o Deputy Commissioner Bl iss, the 

question considered was whether section 3482 of the Internal 

Revenue Code , taxing cer tain conveyances of realty, aprlies 

to a proposed merser of certain subsidiary companies into 

Consolidated Edison Company of New York, Inc ., pursuant to 

applicable statutes of the Stat e of New York. GCl! 22955 

held that the transfer of real estate from one or more con

stituent corporations to a continuinz or new corporation, 

pura\Jant to a statutory merger or consolidation, constitutes 
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a tr~nsfer of "realty sol d" within the meaning of section 

3482 of the Code . The consideration for such transfer v•as 

the issuance of stock by n continulne or new corporation 

237 

to the ner~ed corporation and the ~ssurnption of the liabili

ties of ihP constituent corporation by the continuins or 

new cor:or~tion. The instant case varies fron the factors 

considered in r~ 22955, supra, in that there is no issuance 

of stock by the continuing corporation to the merEed cor

poration as a part of t he consideration for the t ransfer of 

the realty. HoTiever , there is an assumption of liabilities 

of the merged corporat ion by the continuing corporation 

which would const itute suffici ent consideration for the 

transfer of assets to the continuine cor1oration and the 

conclusion of ~ 22855, supra, would be aprlicable . 

Therefore , the transfer of realty in the contem~le.ted ~er~er 

rtould be subject to the tax . 

19. Documentary Stamp Tax Case of Charles K. Cole 

Estate , (Chelsea-on- t he-Hudson, !{ew York) . In a memorandum 

dated ){ar ch 15, 1943, addressed to Deputy Cosnmissioner Bliss, 

the questions considered were (1) whether a proposed 
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tr1msfer of securities in the Stat e of !lew York f rom 

testanent&.ry t rustees to trustees of a power in trust for 

certain minors will constitute a taxabl e transfer for docu

.,entary sta.np tax purposes; and (2) whether a subsequent 

transfer from the trustees of the J?OTIC r in trust to the 

~~ors uron attaining ~jority will constitute a taxable 

transfer for doc~ntary stamp tax pur. oses . [nder the 

lu:s of the State of I<erJ York lln attu,rt to auoint a 

uuardllln of proper ty gi ven to an inCant by one not its 

parent is inoperative as an ap1ointmeni. but is gi ven effect 

under the term "Trus t ee of a powel' in Trust " and is treated 

the same as a e;uardian . · A trustee of a pov.e·r i n trust does 

not acquire l eEal title, hence lecal title to the securities 

in qutstion is in the minors and one transfer tax will be 

rayabl t i n connection Pith the transaction, i .e., a tax 

upon the t ransfer of lecal title frow the testanentary 

tr11stees to the minor~ as provided in sections 1802(b) and 

348l(a ) IRC . A subsequent transfer f rom·the trustees of 

the power in trust to the mi nors upon attainint;: majoJ•ity 

will no t be taxable as there is no t ransfer or lesal t i t l e . 
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20 . Compromise Offer of the Hew York, Ontario and 

Western Railv:ay Company. This company f iled a petition 

for reor.canization under section 77 of the Bankruptcy Act 

on l'a~· 20, 1937, and a Trustee has been operat ine the 

co _an~r sitrce that date . The Trus t ee ~s indebted to the 

~over~~~nt in the &Fount of $2321 703. 95 for taxes due under 

the Carriers 'Iaxinc Act of 1937 and interes·t thereon t o 

Au.;ust 31 , 19421 of $38, 202 .83 , The Darart .• ent of Jus t ice 

on the recommendation of the Chief Counsel ' s office 

nccepted on offer i n co!llfrOt is~ of th~ ~ntil'e liability by 

Lhe 1ayrnent of the pr inci pe.l amount of the tax , Thi s rail

way is heavi ly in debt and has shovn orerating losses for 

the past five year s . The money to ray the ~overnment was 

obtained thl'oueh the sal e of carital assets . ':he Debtor 

is makine some pro;:res~ tower~s a solution of its financial 

difficulties and at the same ti e is renacri~ valuable 

rubl ic service d1~ing this critical period. 

21 . Unemplo~nent Tax Case of Inte~rity Trust Company. 

The question whether the Inteel'ity Trus t Company, Philadel

phia, Pennsylvania, is entitled to the credit extension 
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provided by section 160l(a)(3) of the Federal Unemployment 

'I ax Act was a.nsv1ered affirmativel y by the Chief Counse~ ' s 

Ofrlce , The ti,ae fo r crediting ae;alnet Federal unemploy

oent taxes the Siliount of contributions paid into a State 

unemployment fund ls extended by section 160l(a)(3) , supra, 

rrovided the taxpayer ' !! assets are in the custody of a re

ceiver ap.ointed by, or under the con.rol of, a court of 

co~.etent jurisoiction. The Pennsylvania Departreent of 

BanHn.., , an executive department of the State Government, 

is authorized under certain circwHstances to liquidate insti

tutions subject to lts supervision with lhe Secretary of 

j ankine desicnated by statute to act as receiver . Although 

the authority of the Secretary of tankil\, to act as receiver 

is not derived from any court, it a.1cars •hat by statute, 

State decisions and stror~ dicta in .e~erel ecisions the 

Secret&ry of Banking is rcs_,onsiLle to e par~io·:ler State 

co trt , and that in l!l8.tters r,ertaln.i.n:; to the collection, sale 

and distribution of assets , setllemtnt of disputes , confir

mation o£ accounts and final ~ischar~e of the secretary as 

receiver, the court tal:es an active part in the liquidation 

prooeedine . 
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2?. Tax Refund Claim of Estate of Thomas C. Jenkins . 

The SRfe Depos it and Tru~t Company of Baltimore, executor s , 

brou.;ht suit in the United States Di strict Court for the 

District of karyland to recover $886, 211 .90, al~ged over

rr..yrr.ent of estate tax . There ure tr.o princiral issues 

• 

(1) transfers allesed.ly made in con .. e . .,lation of death, and 

(2) "hethe1• property pass in:; under certain .. ote .:s of aproint

n:ent exercised by ti1e decedent was P.rorcrly included in 

deter1unin:; the estate tax . The cx~outor ofrP.red to accert 

a. refuncl of $443,105.95, pl us interest, (which it will be 

noted is exactl y one-half of the ~nount sued for) . Af ter 

exten•le1.1 consideration and voluminous written e:q:ressions 

T'lthin the Bureau of Internal .tvenuc and the l>epart 'tnt of 

Justice, the Attorney General IICC~ltf'd th~ offer suoject to 

the ar 4 roval of the Joint Comlttee . ,he Assistant Chief 

of Staff of the Joint Comoittee criticlztu the proposed 

seitlement in a 15 page memorandum which concl udes with the 

following l anguage : "In vi ew of the foreeoinc discussion, 

I !l.l!l of the opinion that the proposed J•efuJJ(t is more than 

• 
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LJ,e plaintiff could reasonably anticirate in event of 

tr'ie.l. Vfl1ile the nature of the issues involved e.re such as 

to ~kc it desirable from an administretlve stand}oint to 

st11ulc.te the case , nevertl•eltss to ,!'ant an c:xcessive refund 

'erel;r to c.void the har;a1•d of trial 1.-ould not seen justified ." 

2:1 . Alle,;e.: :;Ht ':'ax Liability of John :Oorc. 

an alltted Lift tax liability or Jonn ~ore, a rro~inent 

citizen ol' Hackensack, liew Jersey, publisher of the .Oer ..,en 

E.venlne .tccoJ•ct, and a Commissioner of the Port of Hew York 

Authorities . Al'ter discovel'iu_, sOJ•'t t vidflnce of f1•aud, the 

revenue a.,ent bccB£•E' suspicious that his surerlors ,-,ere at

tcupti~ to protect norg and prevent a comllAte investivation 

and ~ore ' s criminal prosecution on tax evasion char~es . ?he 

rtvtnue a~ent andressed letttrs to the ?ederal ~ureau of 

Investi ation, the Co~ssiontr of Internal ~evenue , th~ 

Chief of the Intellicence Unit and the ~eneral Counsel , and 

aespite p~rsonal efforts by offlciala of the Btweau to re

assure tho revenue agent by eiplninin~ to him the procedure 

• 
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i n such cases , he t heree.fl.er wrote let t ers about the case 

t o the Secre tary and to the Governor of lie" Jersey, and 

recently, just before he becaJLe a member of t he armed fot•ces , 

took t 'te case up 11ith a '?edPral Juuwc ancl a United States 

Attorne;• . 3ecause of the revenne a.;ent 1 s cl,ar ~es , 

::r . iienc!tel , at tite •1irtction o.t tl.t Co-1li.ssiontr, attenced 
. 

a conference i n ::ew York at ''hich Y;Er~ r res ent all of the 

inv~stluetin~ asents on the case , includi nw t he revenue 

&r,ent . J\fie r hearine all the ve.r·ious arcUJl\ents , it was 

concluded t hat , at t hat tiTJe , there was i nsufficient evidence 

to war r ant a t•ecommendation f or crirn inal prosecution of 

Bore . '£hereafter , the Intellizence Unit made a colllplete 

investi, aiion and di d not t•ecommend t be i nstitution of 

criqinal proceedin£5 but forwar ded its r erort t o t he Chief 

Counsel 's Off ice "for considerat ion ancl advice• as to the 

disposition of the case . The eviuence was carefully con

sidered and that Office concurred in the indicated opinion 

of the Intelligence Unit that a t•ecommendation for institu

tion of criminal proceedings should not be made. to the 
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Department of Justice . In the meantime a conference had 

been afforded ~or£ in the Bureau at Washi neton and efter-

1'11\J'ds h!' \iled an offer in the amount of approximatel y 

.~7 ,000 in comrromise of proposed eift taxes az~regating 

a1 .roxi ~tely Sl~7,000 for 1932 to 1938, i nclusive, to~ether 

rith fraud and delin~uency penalties thereon, and in com

rroc.lse of rrorosed additional inco•.e taxes aggregating 

eptroxi .. .ntely $23,000 for 1929 to 1935, inclusive, to:;ether 

wi th the fraud penalty thereon. This offer VTas carefully 

ooneidered and it was decided tbo.t al thO\!,j;h t he case was one 
' 

for settlement, the amount of the of fer was insufficient , 

At e. recent conference with Bore ' s representative, the 

Commissioner indicated his willintness to settle the civil 

liabilities for a flat sum of $125,000, and it is understood 

that the offer in compromise will be increased to that 

a~~unt . The Secretary and Assistant Secretary Sullivan are 

acquainted with this case and v;ith ita history. · 

24. Approved Overassessment& . Overassessments nere 

approved by the Staff of the Joint Committee during 
• 
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~·ebruary in the f'ollowi!lE cases : 

Ruches Tool Company - income tax $117, 583.01 
and interest 

Estate of Clar a Jay Keech - 91, 550. 66 
estate tax 

Estate of R. Bleecker Rathbone - 86,794.94 
estate tax (including e.batenent of 

tax and interest of $52, 621 . 71) 

25. Rerulations . For the period October 21, 1942 

(date of the aevenue Act of 1942) to Uarch 13, 1943, in

clusive , there were signed by the Commissioner and approved 

by the Secretary 73 Treasury decisions and 1 regula t ionsnot 

refer1•ed to as a 1'reasury decision (Regulations 113, Tax on 

Transportation of Property, sec . 620, Revenue Act of 1942, 

issued ~'ebrue.ry 1, 1943) . 62 of these Treasury decisions 

wrre airectly nade necessary by the tevenue Act of 1942 

(inc1udine 6 handled by the Alcohol Tax Unit). 22 core 

Treasury decisions directly ::ade necessary by the .. evenue 
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Act of 1942 are to be issued. Only 2 of these pending 

Treasury decisions have no t ye t been drafted, and th~y cover 

sec . 507, Ti me for performing cer t ai n acts rostponed by 

reason of wu, and s·ec . 2SO(a), Invested capital in connection 
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with certain exchanses and liquidations. The other 20 

Treasury Decisions to be issued have been prepared .and are 

now under review. 

In addition to the regulations directly made necessary 

by the Revenue Act of 1942, there are a number of other 

re~llations pendins which include : 

1errulationa 111. This regulations will be a revision 
of .eeulations 103 - "Income Tax" ~92 page voltwe). It 
will be applicable to rears bezinnin~ after December 31, 
1941, and will incornorate the applicable amendments made 
under Regulations lOS by approximately 100 Treasury decisions . 
·Since Regulations 103 was Issued on January 29, 1940, the 
income t ax provisions of the Internal Revenue Code have been 
amended by a number of Acts , i ncluding the Revenue Acts of 
1940, 1941, and 1942. 

Re~lations 112. This regulations will be a revision 
o£ Ree,Ja tions 109 - "Excess Profits Tax• and vtill be appli
cable to years beginning after December 31, 1941 . Since 
~egulatione 109 was issued on Uay 3, 1941, it has been radi 
cally amended by reason of the "Excess Profits Tax Amendment s 
of 1941" and "The Revenue Act of 1942." 

Consolidated Returns Regulations . It is proposed to 
consolidate Re~ations 104 - "Consolidated Re turns of 
Affiliated Railroad Corporations and Pan-American Trade 
Corporations• and Regulations 110 - •consolidated Excess 
Profits Tax Reeulations• and clarify the statements outlining 
the rules eovernin£ the computat ion upon a consolidated 
basis of the income sub ject to income tax and the income 
subj ect to the excess profits tax. Both Regulat ions 104, 
issued December 28, 1939, and Recul ations 110, issued March 14, 
1941, have been amended a number of times to reflect changes 
made in the Internal Revenue Code by subsequent revenue acts. 
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:te~ulA.tions 106. This re~ule.tions will be a reVlSlon 
of .. er:;ulations 79 - "Gift '£ax . 1 Reeulations 79 was i ssued 
on February 26, 1936, under the Revenue Act of 1932 and 
such reBulations•were later made applicable to the Internal 
Revenue Code by Treasury decision 4885, afproved Februar y 11, 
1939 . The revision rlill be a.prlicable lo years bee inning 
after Oeoeruber 31, 1941, ann w1ll incorporate the apnlicable 
provisions set forth in £i ft tax Treasury decisions issued 
since 1936. 

The follor.i~ r.or>. r;as dor.e under t e s tpenision of 

Ass · sta. t General Counsel O' Connell : 

2&. !i'ew Contract Forn . Leral r or~ has >>HD completed 

011 a new contract form requested by Di rec tor &:ack. 3ere

tofore Proo•tr ement contracts ijo.ve been full of condit ions 

both general and special. At rr . Hill ' s SUE;_Cstion the 

.,er.~ral co td · tions nave been chsslfied and 1·.ill be incor

_!>Oro.ted in t ile short for· col'ltract hf r eferer.ce, the s.ecial 

co1.dition$ to '·e used r.henever t!',e facts justified . u a 

res•tlt of this a lar;;;t: a._.o•tnt of paper work, as r.ell as 

paper, is ~ein: saved. 

27 . Potomac Electric Power Cotnpany ;tate Ce,sc . After 

a bitt6r fi;;ht in which each step was opposed, t he Pul:lic 

Regraded Unclassified



- 36 -

~tility Co~ssion of the District of Col~~ia has ordered 

a reduction of $310, 00u under the slidill£ scale to the con

sumers . Hov1ever, an app'eal will be taken f rom t his order, 

o.nd ln this appeal tile Treasury Dcrart•nent l'lill he j_oined 

b, l' c Office of Price A~nistration, the Offict of 

Ecor.o ic Stabilization, and the Depart ent of Justice . 

!t is • .r . !iill ' s cor. sidered opL.ion that the Depart- ent 

snell ullit•tel. secure a reduction in excess of ~1 ,000,000 

for t!E consumers . Since the Govcrrn~ent buys [in revenue] 

2!i,' of the "juice" sold by Po tome El ectr lc Power Co~rpan:, 

the sfvin3s in such an event will be substantial to the 

Govct•runent . 

28 . Disposition of Surplus Fropijrty. One of t he most 

i ••portant problems facing t he Procurt..d~nt Division is the 

~tter of disposing of surplus property. Soon it will have 

for distribution approximately $75, 000, 000 worth of property, 

Aft~r the war surplus property may reach into the billi~ns . 

It bas been determined that GoverTh~ent Azencies will not 

request over SO% of the surplus property and, in order to 

dispose of the balance quickl y, procedure is bei ng 

prbmulgated t o sell t he surplus under proper safeguards t o 

the public . 
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. 
29 . Lend-Lease Purchases . Lend- Lease buyi ng is con-

tlnuinu at a rapid pace . Contracts are nO\', beine let for 

the 'pnrchase of power equipment , and it ie under stood 

that tllO power procr a:tt will call for e.n exrrnditure of 

rr,rroxi.ately $60, 000, 000. Contracts are beinr; let for 

arc',ltect- e .:;ineerir..s services in relation to this pro: r am, 

ano so e ~itflculty is hein, ex1erie~ced i n keepinu the 

ff.es within t'.e Defense Plant Corpora tlon ' s sched•Jle , 

::or ever, it is believed that ultimately t .is can and will 

be do e, bringine about laree savln:;s in this direction . 

SO . Renecotiation of Contracts (See January 1943 

report , item 54) . Althoueh Procnrc ent Division to date 

has played a minor roll in renegotiatillJ.• contracts, in the 

future it ?till ne~otiate a lar .,.e nu .her of Lend-Lease 

contracts in which the Treasury Procurement has the pre

do~nant dollar value . Since joint reeulations have been 

acreed upon and procedure under t·•e sa, .e adopted for Procure

ment, work will prpceed on the 38 cases nov: i n process for 

r enezotiation and mor e will follow . !!r . James Hal1thorne has 

done a er eat deal of wor k on t his Jll&tte!\ . 

249 

Regraded Unclassified



_,._ 

31 . Public Debt Act of 1943 (See Januar1 1943 report, 

iterr 41 ). At the ~equest of Assistant Secretary Sullivan, 

V.r . Speck attended the sessions of the House on March 11 

and 12, and reported: from tl1ne to time to J!r . Sullivan re 

action taken on B. R. 1780, the public debt limitation 

bill . On llar~h 17 !J' . Speck discussed with l:r . Willi8Jil8on. 

of Internal Revenue , the various amendments proposed to 

the bill with reference to the salary liMitation order, and 

sub,itted a memorandum concerning possible administrative 

difficulties of the Internal Revenue Bureau in handling 

salary stabili7 ation under the various amencl!!tents . It was 

concluded t hat the Wolcott amendment would be the most 

satisfactory in this respect . In response to a request 

from the Bureau of the Bud~et for an expression of the 

Yiews of this Departr.ent with respect to enrolled enact

nent of H. R: 1780, tr . Speck prepared a letter, in which 

it is stated that the Secretary of the Treasury had, on 

l~rch 24 , at the suggestion of justice Byrnes , communicated 

to the President his views on those provisions of the bill 

wblch relate to activities of the Treasury Department . 
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32. Bill to Regulate Prices and Stabili, ation of the 

Value of t he Dollar . A report to the Senate Committee on 

Bankin~ and Currency on S. 678, providinz for t~e regula

t ion and stabilization of azrioultural and commodity 

pr ices end of our domestic economy thro1~h the regulation 

and stabilization of the value of the dollar, r.hich was 

prepared in the Division of r onetary Research, was 

reTised by l!r . Casey. The repor t point ed o•Jt that the 

bill would vest in t he Board of Governors of the Federal 

Reserve Syst~ certain fiscal controls and powers which 

do not appropriately come wi t hin t he scope of the Federal 

Reserve System. 

251 

33. Hational Gallery of Art Bill (Permanent Loan) . {See 

Fehruary 1943 report , item 52) . Ur . Speck contact ed members 

of the House Co=i t tee on the L1 hrary aud ur:;eO. a favorable 

report on our proposed leeislation (S. 319), to author i ze 

the Secretary of the Treasury to receive a per 1anent loan 

to t he United States from the Board of Trustees of the 

llational Gallery of Art and to pay 4 percent interest 

· thereon, and to permanently ~ppropriate such interest for 

payment to the Board of Trustees . 
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34 . A Bill to Amend the Budeet and Accounting Act , 

~ (See Ja'nuary 1943 report, item 44). }l.r . Speck co

operated with Mr . Davis of Proct>rernent in the preparat ion of 

a letLcr to Chairman O'Leary of the House Committee on 

Exp~nditures in t he Executive Departments, on H. R. 1610, 

to a...end the Budget and Accounting Act, 1921. This legis

lation, sponsored bl the Bureau of t. e Bud~et , would 

authOrize the transfer of surplus equipment and supplies 

atJone the various departu1ents and a::enoies of the Govern

ment and authorize the sale or lease of Government buildines, 

oupplics , or equipment to non-covernmental aeencies 

eneaeed in t he activities essential to the prosecution of 

the Vlar . l~ . Speck e:ttended hearines held by the House 

Co1"llllittee on l~rch 2, 3, and 5 on this bill. 

35. War Loan Accounts . Mr . Speck attended a hearing 

held on ~arch 25, 1943, of tr.e House Banki!ll; and Currency 

Committee on H. R. 1699, a bill to eliminate assess~ent and 

reserve requirements in connection t·.i th War Loan Accounts · 

A memorandum t o Under Secretary Bell, Givinz·an account of 

the oormnents made by J!.r . Crowley, Chalr111an of the Board of 
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Directors o Le Federal Deposi l Insurance Cort:oration · and 
• I 

~ .. hers of tl e Conunittee, v:as prepared by 11r . Speck, 

36 . Attachment; Gar nishment , etc ., of Viaces· and 

Salf>.ries of Federal Eaployees . J'r . Ce sey prepared a report 

tot •e .Ctsil""'an of the J!ouse Judiciary Committee on H. ~ . 

694, to provide for the attachment , r;arnislu:tent , execution, or 

trustee pr ocess of wa_es snd salaries of ci7il officers a~d 

emplo~ees of t~e United States, ad#isin_ that tn£ enactnent 

of t 'te blll r1ot•ld retard t1.e sdcinistra live operatio:~s of 

tl.e Treasury Departnent . On J arch 25, rr . Casey attended, 

wiih J'r . •it•efeld and l:r . G. F. Allen, hearin!:s before that 

Cot.Jnii tee on the ~.ill , aud on J!aroh 30 J1r . S!'eck attended 

f t:·ttJer hee.rin::;s , with jJ> , Allen, who tPstifled briefly 

• 1\S to t c adverse effect r.l· ich t o oi 11 r·onld Lave upon 

be Government ' s mass proauction disburse ent .et:toci, 

exrlaini~ the scope of the _Dis nrsilli Officer ' s of.ficP . 

T1.e Celler subco:n:nittee corcl•Jded Us open hearin!::s and 

proposed 

bill and 

to ao i nto Executive Session to consider the 
v 

certain affiendment s which will be proposed tbereto . 

Mr . Casey also prepared a r eport to the Bureau of the 

• 
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!)utlett on S . 213, relatin;; to the earn.i.shment of salaries 

or oi.>er compensation of clvil oftioers and employees of 

the Unite·a States, i ts territories or possessions, or the 

District of Columbia, which rerort incorporated a copy of 

tht re~ort rrepared on ~ . R. 694 and raised certain objections 

to tfe for l of S. 213 . 

37. Ted Vaue;han Relief Bill . At t\e request of the 

.,cr.a te Co ~ • tee on Clai s, ::r . Ranta prepared a letter 

~ · \in~ tlo" views of tlJ.s Depart01ent on S. 711 . The letter 

rointed o•1t tl.at if the bill were enacted in its present 

for , t~ o persons intended to be benefited would probabl y 

not b~> cnt-'. lled Lo the money anropriated by the bill due 

to L'·~ rrovisions of the descent and distribution statutes . 

38 . Wasnin;:ton, Bran<iywine and Foint Lookout Proposed 

_ill. ' At t' .e request of Ser•ator 7yd.in.:;s , a .;raft of a oill 

to e •ll.orizc settlea.ent of t .e indebi.ednese of the Wasi>ineton, 

.. rand)'T.ine and Point Lookout Railroad Com1any to the Ur.ited 

States by payment of the principal of $50, 000, was prepare& 

by ".r . Keith and J:r . File.chek • 

• 
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39 . Centralization of Leeel Advice in the De~artment 

of Justice . A preliminary r epor t on th~ views of t his 

Der•al•tment on S. 214, "To consolidate tne function of fllr

niai•nc local advice to Goverrunent acencl es in the 

Derc.l·t ent of Justice" VIas pr efnr ed by l.:r . Casey. The 

rt.ort advised the 3ureau of the Jud~tt that the Departnent 

~oulu reco~en~ a~ainst er.act.~nt of the bill . 

40. Proposed Le;islftior to Elimlnate Conflicting 

Interes.s in Proceedin~>s . : ·eLlOrandf , v i•icl, v·ere prerared 

255 

b. rr . 3:ecl< , v;e r e sent to l'essrs . Gil. ore, :urrus, 

!lcffelfin!;cr , Davis, Chrur.bers, Tlet; ens and Aar ons, reques t 

in~ t heir cowment on a draft of a bill to lrohibit parti cipa

tion of .:loverw"ent per sonnel in rroceedin~s in 1·:hich there 

.&'/be private interests confllctinc T1ith those of the 

Govern:.tn t . T",is proposed le~..:sletion was subrwitted b:f the 

Dcrat•t:::ent of Justice . 

41 . Tr ansf er of aatlon ~ook Investieative Functions 

to Secret Ser vice . ~. Speck attended a meetir~ on Larch 18 

in Chi ef Wilson's office, attended by !o'r . Rlnerson and other 

r epresentat ives of t he Office of Price Aclni nistre.t ion 

Regraded Unclassified



- 44 -

on t e .rorosed t ransfer to Secret Service of 0 . P. A. and 

F. E. I . investigative functions in connection with counter

feltine nno bulk thefts of ration books . The Office of 

Price Adnunistratlon is desirous of havine t he Treasury 

ve;erLcnt investigate such activities and Vlill sponsor 

ti•t r rol!l•llcation of the executive order . I.:r . Ranta 

.rer~o.re d a revised draft of tne order . On Larch 30, HillS, 

1·r . s.~c' atteudeii , ';';ith J:r . Irey, a ... cetlnL in Assistarrt 

Stcretary Gaston 's office on t r.is proposed t ransfer . 

42. J~ufacture of Dis t i nctive Paper . At t he request 

of to1c Sccr~t Service Division, 1lr , Ranta Jil'apar ed a 

memorandun WHich discussed the laVI rela.tin:; to t he possession 

of par~r similar to that used to make obligations and 

secnriths of the l!nited States . 

43. withholJin, of War Savino.s ·onds . At t he request 

of t. e Secret Service Division, a ce oranchn 11as prerared 

by ~.r . "anta y; leu concluded t hat no 6>otion could be taken 

hy t i.e Gover lllJ•ent t o a~quirt th~ rosseeeion of Viar Savlnr.s 

bonus v,,, ioh had been v.Tone.fully taken by a landlord from a 

tenant who had purchased the bonds . 
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44 . Rerroduction of War Savl~~a StLdps . rr . ~anta 

I ro1•&l'&d o. •emorandum to Chief Wilson " 'lich concluded that 

the revised reculations on illustrations of War Savings 

bonds ~.nd s tal.llps were broad enouch to peruu t i~lustrations 

of ',/ar Savings Stamp corsages provided the use of such 

illustrations was deemed ad!Oii.r.iatratively desirable . 

45. St~pinr of 50- cent Coins . At the request of 

t te Secret Service Division, :~ . ~ant& prepared a me~randum 

' ich concluded that the st~.rinu of a certain inscr iption 

on 50- cent coins by a numis_atic club was probably a 

violation of section 171 of the Criminal Code (U.S.C. , 

title 18, sec . 285 ) . 

46 . Claim of Raymond S . Hoover . A memorandUlll was 

prepared by !J' . Ranta addressed to t' e Secretary recol!l!!ler.dln!: 

thet he certify to Co~ress •or :a;'~' t"l • "l'suant t the let 

of December 28, 1922, 42 Stat . lOGG (~ .S .C . , title 31, 

sees . 215- 217) t hF claim or Raymond s. lioover in t• e su:n 

of $19 . 50 for d&mages to his auto .• obile resultin~ fro;n a 

collision with a Tr easury Oepart.nent truck. The· collison 

was due to faulty br akes on the Tr easury vehicle • 
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47 . Li ti<e.tion Case . 1:r . Cuey prepared a report to 

to• Derari ent of Justice of t e vievrs of t his Departmeht 

in t .1 CQSO of Will i am H. Dunn v. Willian• A. Parker and the 

Sccretarlr of the Treasur y, and also su '[.t'stin~ rc..aterial for 

use of t e Depart· ent of Justice in prernrin,:: the answer 

or t. c Secr~tary o" the Treasury. 

48. Dis ussal of Ir. ict tnts . J:r . Ranta prepared 

1F t ters advlsin~ Assistant Attorney Genera.~ eer~e that t' is 

Depart ent bad no objection to the dia •·issa.l of i ndict-ents 

rs to ·ike Shiojuk, Peter Charles Viotti , and Creed J . 

Shori and 1:rs . Creed J . Short, for the violation of the 

lurA rde.iin., to counterfeil.ine; end James \Villia.rtson for 

th~ ~n1tfacture of co•mterfe.i t coins, in the event wit 

ness~s were not available d•1e io the lnrse of ti..ue . 

49 . Co pro .. ise Cases . :·r. Cae~~ rropared letters to 

•· .f Secretary for m!" si nature recor. •ndln acceptance 
~ ~ 

or t~o followinv offers in co pro~se : (1) offer of Frank 

Craw£ord to pay $486 .54 i n compromise of the claim of the 

United States ar;ainst his nife, Cor .. erly J.:rs . Geo ree W. 

Holtnos, in t he sum of $809 .52, (2) offer of B. L. Embr y 

258 

Regraded Unclassified



- 47 -

to pay $100 in co~promise of t~e claim of the United States 

acainst Georee W. Snodgrass in t he s~~ of $592.58, (3) 

offer of United St ates Fidelity and Guar~ty Co . to pay 

$2, 300 in compromise of t he claim of the United States 

e~~lnst it as surety·for Allene P. Thompson in the sum of 

~~. 764 , {4) offer of Uni ted States ?idelity ar.d ~uaranty 

Co . to {'llY $2, 017.38 in conpro.:Use of t.,e clail:l of the 

(nltcd Stales a~ainst it as surel. for Sidney c. Anglin, 

in t; c sun, of $2, 570.86, (5) offer of l;or th Bend Tin:ber 

Company to pay $2, 500 in compro ;,ise of •he claim of the 

Uni ted States aeainst it in t he st~ of $7,419, forest 

f ires suppression costs, (6 ) of fer of Clarence 0. Steen 
• 
to p~y $868 .96 in compro~ise of the claim of the United 

States a~ainst bik in t he sum of $1,846. 70, rerresenti n& a 

coal t respus, {7) offer of l!aryland Casualty Co . to p&!' 

$6, 359 .65 in compromise of the claim of the United S~ates 

aeainst it as surety for Legionnaire Uniform Co. in the 

sum of $6,989.94, (8) offer of United Stales Fidelity and 

Guaranty Co . to pay $1, 000 in compro1nise of t he claim of the 
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United States aeainst i t as surety for Reynolds W. Seel ey 

in t~e sum of $1 , 698.59, and {9) offer of Wes tern ~aryland 

Railroad Co . t o pay $400 i n oompronl8e of the United Stat es 

aeainst it in the sum of $620 .10 rcpresentine forest fire 

suppression costs . 

)~ . Ranta prepared letters reoo • endinr; the acceptance 

of offers or QO~promise in the followino cases : (1) offer 

of Oscar Uarty, Big Sandy, kOntana, to pay $325 for indebted

ness of a like pr incipal amount plus interest of $321.48, 

(2) offer of James Lowe, H~ff , Kentucky, to pay $203 for 

indebtedness of a l ike pr incipal amount pl us interest of 

$122. 26, (3) offer of Thomas B. Rov1, Brady, Jlontana, to 

pay $210 for indebtedness of a like principal amount plus 

inter est of $208. 60, (4) offer of Charles J . Wolfe, Shelby, 

l'ontana., to pay $50 for indebtedness of a like principal 

amount plus inter~st of ~42:34 , (5) offer of S. o. So••thall, 

Jet er sville, Vi rginia, to pay $365 for indebtedness of a 

l i ke pr.inoipal amount plus i~tereat of $191 .15, and (6) 

offer of D. 1. Johnson, Fla~ville , lontana~ t o pay $480.03 

for indebtedness of a like princi pal amount plus interest 

of $264.74. 

. . 
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Jliss l:cDuff p.repe.red letters recommending acceptance 

of the follo,ting offers in compromise : 

(1) The offer of the Minnesota Power and 
Light Company to convey to the United States 
certain property valued at $3, 824 .66 in compro
mise of the Government's claim against it 
amountin' to $1, 576 .59 arising out of an 

·occupancy trespass; (2~ offer of Lloyd ~'cDonald 
to pay the United States $400 in settlement of 
all indebtedness arisin: fro~ loans ~~de to his 
father on nnicA t here is due $770 .06 ~rincipal 
and $517.90 interest accrued to January, 1943; 
(3) offt>r of John E. !:offatt to pay $120 in 
com~romise of the claim of the United States 
aea1nst his father the principal amount of 
$125 plus i nterest of $65.64 accrued to December, 
1942; offer ~f the Maryland Casualty Company to 
ray $6, 359.65 in settlement of its liability 
under the claim of the United States aeainst t he 
Legionnaire Uniform Company in the amount of 
$6,989.94. 

The ~cove-named offers were duly accepted by the Act ing 

Secretary of tbe Treasury and ~ss l'cDuff prepared letters 

a~visi~ the agencies submitting the offers of their 

acceptance e.nd e. m~orandUD to the Co~ssioner of Accounts 

requesting tbe.t the amount of the offers be covered into 

the Treasury of the United States to the credit of specified 

accounts . 

Letters were also prepared rejectine t he offers made 
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by t i.e .f'ollor:in~ proponents and returnin;.. the f}les to the 

&.cencies s1tbmi ttine them: 

(1) John S. Ta~lor Company (for Reason A. 
Ruby E. Whittle ); (2) Smith-Woo·d Products, 
and (3) Candido Pisoni . 

and 
Inc . ; 

>.:iss l!cDuff also prepared a le tter to t~e Commissioner of 

Public tiuildiDGs, Federal Works Aeency, declarin;.. 40 acres 

of land acquired in compromise settle~ent of a claim of the 

United States azainst John Preuss, to be in excess of the 

needs of the Off i ce of the General Counsel and repor t ing 

said proper ty to the Conmissioncr of Public Buildings for 

disposition under the provisions of tho Act of Au&ust 27, 

1935, 49 Stat. 885. 

50. Conffressional Act"on on Treasury-sponsored Le~isla

tion. (a ) l!edal for the President. On }!arch l , 1943, S. Con. 

Res. 7, re'!ueatin::, that. aro ·a. propriate ..edal e designed for 

presentation to the President ln connection with his recent 

trip to Africa, was referred to tl.e House Committee on 

Coinage, Weights, and Measures . 
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(b) National Gallery of Art. Our bill, S. 319: to 

authorize the acceptance of a permanent l oan t o t he United Stales 
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b;r the Eoard of Trustees of the Jlatione.l Gallery of Art, 

and for other purposes, was Teported without aaendm~nt 

in the House on March 23, 1943 (H. Rept . No . 281). 

(c) Hunt sville, Texas , First National Bank. On 

L&rch 30, 1943, the House Co~ttee on ClaiQS reported 

fhvorably H. R. 1321 , a bill for tl e relief of tl.c ?irst 

::atione.l Bank of Huntsville , Texu . (l! . Rept . !io. 323) . 

(d) Public Debt ~ill of 1943. On ~arch 12 the Rouse 

c~nsidered and passed, without a end 1ent, H. R. 1?80, ~hich 

includes our bill to increase the debt l imit of the United 

States , and for other purposes . It was referred to the 

Senate Fi nance Commi. t tee on l'arch 16, 19431 and on l!arch 

19, it was reported r1i th o.n a .encL.tent (S . P.ep~ . l\0 . 123 ) . 

T~ e Senate passed 3. 1 . 1?80, with a en&ents on Larch 23. 

On Uarch 24, the House aereed to a con~erence , and on the 

a&J.le day aereed to t he conference report . On ~arch 25, 

tne Senate agreed to t he Conference report . The bill was 

presented to the President on March 30, 1943 . 
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The followin: work v;as done under t he supervision of 

Assistant General Counsel Tietjens : 

51. Coll ection of Victory Tax ~~d of any similar 
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taxes to be withheld by em1>loyera (See Febr uary 1943 repor t , 

l te 49(a)) . 1~ . Reeves COIIfcrred Vilth rr . Davis of the 

Office o~ t 1.e Tax Leeislrt ive Counsel and 1 ess;s . Batchel de r 

ar.i .:etrelfin&er concernin.:. t'e prococl.urc to be followed in 

connection ~;itlr t l:e collection of the Victor v Tax and an~ . . 
sirular t&Xes w ·ich t;• be levied i n the r turE. !.:r . Davis 

was pri.:arily i nter ested in the quest ion of VlhCther f>mds 

derived from such taxes nnd uitlilir l d by Lhe employers are 

of saol1 a chera.cter as to fall ,. ithln the scope of t he various 

statutes relo.tin.:; t o the receir:t end deposit of public 

oneys . !'essr s . Batchelder and !!effclfinuer r:ere pri arily 

concei·~ed in establish.i, a ~rocedure v\erel'v the funds in • 
~ . . 

tptestion Yfo.Jld be covered into t .e '!'reu•1r. a,;d ..;ade avaluLotq 

for exr.enai ture with a .Unii'\U.a or delay . .L .on, the proposals 

suee;ested were (1) that the funds be remltte<l to tLe 

Collectors of Internal Revenue at ~onthly rather ihan 

.quarterly intervals as is nov; the case ; ( 2) that the employers 

be 1•equired to purchase promptly tax oertii'icates or war 

•• 
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aavinee st&~ps with the funds and to transcl t such 

certificates or. stamps with t heir returns to the Collectors ; 

an(l (3) that the employers be requit>ed to deposit the funds 

with f)ove rrunPnt derositaries directly to the account of the 

Tree surer of the United Ste.tt>s and to transt1it the certifi

cates of oerosit with their returns to the Collectors . 

52. Veter ans 1 payments :n STtitzerland (See April 1942 

rerort , ite~ 46 and January 1943 report , item 29; ) . ~ . 

!\e£ves was present at a conference in ··r . Bartelt 1 s office 

w icl. was attended by r epresentaUve's of t~e State Depart

r:lent , t11e Bureau of Accounts, the Division of Foreign Funds 

Control Qlld l'r . Dietl•ic'h and Er . Batchelder of Under 

Secretary Bell ' s office . ThP suvject of t.e conference was 

a proposed procedure whereby 1ayn.ents of benefits to veterans 

reaidi"v in Switzerland would be 1 ade t ·rough tbe facilities 

or the State Depart!<ent . Such p•;rments are now being with

held due to the imposshility of tranedttin:; checks to 

Switzerland, ancl t he State Department is very anxious t hat 

t hese payments be resumed. Under the proposed procedure a 

credit. vtou1d be established with the ll'ational Bank of 
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Switzerland by a deposit for the credit of that bank in a 

special blocked acc6unt with a Uevt York bank. From funds 

so Dlllile evallable trte payments in question ?tould be made 
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hy an officer of the State Departmeui actin~ as agent of the 

~bief Disbursinu Officer, Treasury Derartrent . The representa

tives of t'1e Division of Foreirn r'ur.ds Control stated that 

there Yia& no objt>ction from the standpoint or tbe.t Division 

to t.e adoption 0• the proposed procedure since the ray-

tuents would be made either in Swiss francs or by checks 

payable in Swiss francs . If· the proposed procedure is 

adopted wlth respect to veterans ' pa~nonts in Switzerland, 

it is probable that it will be extended to cover payments 

by other Lovernmental agencies and that similar procedures 

nlll be established in Sweden, Spain and Portueal . 

53 . Request by Chartered Bank of India, Australia 

and China for release of certain r;old bullion (See 1\ovember 

1942 report, item 17) . ~~ . Reeves, alon~ with ~essrs . 

Heffelfincer and Batchelder, conferr ed with 11r. Trickett, 

a representative of t he Char tered Bank of India, Australia 

and China, concerning a request by that Bank for the release 

• 
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of.certain gold bullion produced by the Itoeon Mining 

Company, P. I. , and deposited with forme r High Commiss: oner 

Snyre by t he Director of Philipplne Posts at the time of the 

J~panese invasion. This gold bll;llion was subsequently 

re-ove" to the United States ~here it is now held in custody 

by the San ?rancisco ~nt . Whil e it appears that it had 

been t~.e practice of the Itogon !'ininr: Company to pledge 

gold bullion to secure advances from the Bank, there is no 

doc~1ente.ry evidence whatsoever to support a determination 

that t uis particular shipment of gold bullion was pledged in 

t his roanner . llr . Trickett stat ed that in view of the circum-

stances his Bank would be perfect ly willing to await the 

cessation of hostilities or s11ch til[le aa definite evidence 

micht be secured before requestin further action by the 

Depart ent in the matter . 

54 . Custodv of certain Goverro ent checks denosited 

with forroer High Commissioner Sayre (See rAy 1942 report , 

item 35) . At the request of t he Bureau of Acc.ounts, the 

question of the disposition to be made of certain Govern

me n L oheoks whloh were deposited for safekeeping ' tith fo rmer 
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:tic;h Coumissioner Sayre of the Philippine Islands a.t the 

time of the Japanese invasion and w'Jich ar e now hel d in 

custody by the But•eau of Accounts, was considered. I t 

~rrears that the General Accountine Office had sueeested 

that t' ese checks should be tt:ansr,li tted to that office 

for disr,osition and that such of the checks as are endorsed 

ir tlank would be deposited in~o the Treasury to the credit 

of a trust fund account. The Bureau of Accounts was advised 

thPt (1) there is no statutory provision which would 

re'luire the checks to be transferred to the cnstody of the 

General Accountinc Office, and (2) since it a!pee.rs to 

have been t e intention of the parties concerned that the 

checks themselves rather than t heir proceed~ should be held 

by the Government, it would not s~eL that such proceeds 

may properly be covered into the Treaaurl and credited to 

a trust fund account . 

55 . J.llowance of credit to the Chase !rational Ba.nlc for 

oheoka lost in transi t from the Panama Canal Zone to the 

United States . lfr . Tietj ens and J!r . Reeves conferred with 

Mr . Church o£ the Treasurer's Office and Messrs. Batchelder 
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&nd !leffelfineer concerning the allowance of credi t to the 

Chase !latlonal Bank for certain Goverrunent checks which, 

afte r havint, been paid by the Cristobol branch, a Goverrunent 

<lC!•Ositary, and charzed to the Tr easurer ' s account , . Tlere 

lost in transit to the rnite'd States . It was deter:nined that 

credit Yould be allowed for be a..ount of sue'_ c' ec:.s on t'he 

l.>11sis or l ,for .ation conta· ... ed i copies or the t r anscript 

T ic~ acco~panied the checks at t1c ti~e or their destruc

tion, euu that tae Deperbent ••ould uvist ti1e Co. ptroller 

Ger.erBl or the action taken. 

56. ColiJllodity Credit Cor poration Ob11r;a.tions (See 

l'o"c 1Jcr lll42 r epor t , ite 1 l3(e)} . Puhllc Debt raised the 

'lueotion o the Q.uthor· ty of tJ.c Secretar J t o issnc Treasur!' 

o H,atlons in exchar.ze for outstandill;, e'lare.r.teec oblit;a

ti.ons of the Co;:r..odity Credit Cor_oration. ::r . Tietjens 

Advised that the Secretarv had nlenl"-' or autborit? to ...ake • • • 
s11ch an e xchanee . 

57. Fiscal operations of Alley ll\,ellinr, Authority. In 

oonnec tion lYith the floatine of an iaaue of bonds by the 

District of Col umbia. Alley Dwelline Authority, Mr . Tietjens 

and Mr . Reeves discussed with J.!r . Simpson, of t he l egal staff 
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of the Alley Dwelling Authority, and various members of the 

Fiscal Service of the Treasury Departnrent , n.atters 

relatinc to (1} the disbursine of funds of the Alley 

Dvrellln~ Authority by t he Division of Disburse ,Jent, 

'!'t•ee.sur:• Depart,.,er.t , and (2} the rr.ar.ner in T hich funds 

a~rived b~ the Alley Dwellinz Authority froa the rresent 

i:;s e o" bonds e.nd from ot er A'l••rces would be handled by 

th~ Treasury Depart ent . 

fJS . Deposit e d C•1stody of Funds of Alien Proper ty 

Custodian. At the request of J:'r . !:S.xwell , Assistant 

Commissioner of Accounts, consideration v1as ..,iven to the 

le-.111 t.spec ts of a request by Lr.o Cro~.ley, Alien Prorer ty 

Custodian, t hat there be established an account Tith the 

Treasurer of be Uniteii States in t e nao~e of the Alien 

Property Custodian, in flhich funds. co .inc into ~ossession 

of Lis egenc~· r.oulC. be deposited and held s·' ject' to his 

order . 

59 . Revision of DeurtJ.ent Circull\r 1/o . S2 r elating 

to special depositaries. In collnboratin£ with Uessrs . 

Batchelder and Frese of Under Secretary Bell ' s office, the 
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above Depart·~ent Circular w .• ich provides for the designation 

of s1eci~l depositaries pursuant to ine provisions of the 

Second Liberty Bond Act , as amended, is beine revised . 

Sucn deposi te.ries are per.nitted to wake payment by credit 

to a "•iar Loan Deposit Account" of a .. ounts parable on sub-

s ripilons ..ade by or throu.;h tne 1 for bonds, notes , 

certificates of indebtedness and Treasury bills of the 

United St6tes issued under autaority of the Second Liberty 

!:onn Act , as a...ended. In connection l"ith t'•.ls revision, 

"r . . \eeve.s and 1:r. ;;;e.ld, to_e ther v.l th :·r . Batchelder 

llJ1d br . Frese , conferred with 1:r . Smead, Chief of the 

Division of Bank Operations, snd 1 r . Cherry of the Office 

of tl•c C~neral Counsel of U.e .:loar<l of Govet•nors of tl.e 

:!er1eral :'.eservc s~·stem . 

50. ~onations . {a) Alboit Latoratories to ~ar 

Sa•·nr.s Staff. ~. Julian Street, Jr ., o~ t~e ~ar Savin~s 

Staff, talked with !:r . !iet~ens ahout workinc out a plan 

whereby Abbott Laboratories "ould donate to the ~/ar Savlnzs 

Staff a collection of canvases which it has for use in the 

Treasury ' s bond campai gn. A telezram was drafted which the 

.. 
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Cowpany would send to t he Secretary offer ing the canvases 

and set tint, forth t ile terms under which they co~d be used , 

A'nong tl1e condi tions on which the paintings are to be donated 

are that tihey be exhibited as part of a nationally circulat ed 

a1•t s .• ow ar.d that they be donated to 1useums in communi ties 

" ich r.ate an extraordinary stOW in cond sales . This part 

of the bor.~ c~paign is to be sponsored by the Special 

Activities Division of the r.ar Savines Staff of wuich 

~:rs . ror ..;enthau is Director . 

(b) Kello~g·Foundation to Public Health Service . A 

letter was prepar ed for signature by the SeoJ•ele.ry i n reply 

to a cOJwnullicatlon from the Comptrollel' General requesting 
. 

the views of the Treasury Depa!•t.tont with respect.to a 

_roposal by .ne Federal Security Aw.Ll.nistratol' that a 

clonatlon of ..,40, 000 offered b)' the Vi . K. i~elloe~; r'oundation 

to the Public nealth Service for use in training community 

health educator s be accepted on behalf ot th~ United States 

by ths Sec r etar; of the Tr easury rursuant to Title II of 

the Second War Powers Act , 1942, &nd credited to the 

~rpropriation "75- 30333, Emergency Health and Sani t at ion, 

Public Health Service (J!ational Defense ) 1943 . • The 

272 

Regraded Unclassified



- 61 -

Co•1 troller General was ~.dvised that thr Secretary of the 

":reaaury would be pleased t.o accept the don&tion if it is 

determined by the General Accountlne Office that the fore

goine; approprill.tion, or any other appropriation of the 

P-•blic Health Service, is available to be exr-ended for the 

purpose of training cocmunity health educators so that the 

inttnt of the donor would be effected if the a~unt thereof 

t~ere t ransferred to snch li.!'Propriat.ion. 

61. LeRislation . (a) H. R". 1872 - "For the relief 

of J. E. ~cCoy and Son". A r eport, prepared by the 

Treasurer ' s Office, to the House Committee on ClaiJM , on 

H. R. 1872, "For the relief of J . E. HcCoy and Son" was 

revised . This bill would di rect t.he Secretary of the 

Treaaur.- to pa~ to J , E. J.:cCoy and Son ,131.03, the alUlunt 

of seven chec';s \~hich, after bein:., endorsed in blar.k b;r 

the rayees, were cashed and specially endorsed by J . E. 

J.:cCoy and Son. These checks Yler~ subsequently stolen 

from the mails by a thief who erased the special endorse

mente and negotiated the itellls , The 1•eport states (1) 

that although t he q~estion is not entirely free from doubt, 

it would appear that a check endorsed in blank by the payee, 

.. 

.. 
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tlto,l}l subsequentl y specislly endorsed, re_alns payable 

to bearer, and (2) quotes a statement from a lett er of the 

ComptrolleJ' General t o t he effect that lt had been reason

able i'ol' t he Treasurer to assume that the endorsements had 

been stricken by a holder havinr, t he ri!;ht to do so, and 

that the feet t hat erasures arreared on the checks was 

not let~lly sufficient to put the Treasurer on not~ce of a 

defect in the title of the banks ~bich presented the~ for 

~ayment . 'The report concludes that in view of ell the 

circumstances, it ~ould see~ that the urantinz of relief 

ln t his case VIould be tantamount to a eratuit ;r by the 

Government . 
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(b)' National Gal lery of Ar t (Permanent Loan) (See 

October 1942 report, item 25) . A proposed letter to the 

Secret,.ry of the TreaS'Il'Y froa the liational Gallery of Art 

waa sent to 1~ . Tiet~ens by }'.r . Cairns . This letter "as 

prepared in anticipation of the raaaage of a bill per~tting 

the deposit o( $5, 000, 000 by t he Gallery as a re~Anent 

loan to the United States . The letter was re turned to 

~r . Cairns with a suggested chanee in language • 

• 
• 
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(e) Authori~ation of foreign exchange transactions 

in connection with military activities (See Kovember 1942 

rerort , tterr. 15) . !!r . Reeves conferred vrith Col. Gilchr ist 

of tr.e Office of Chief of Finence , War Derartrnent , and 

:~ . batchelder concerning the preparation of proposed legis

lation Tlhich nould a"thorize disburaln:; officers of the 

United States to rr~k~ exc3ange transactions of certain 

tn'!s . Sue· le;;islation "ould authorize the exchance of 

United States currency and coin anJ foreien currency and 

coin £or chec¥s of disbursing officers drawn in their 

official capacities , United States postal money orders, 

or for such foreien currency, ooln, checks, drafts, bills 

of exchan:;e or similar lnstruments ae the Seeretar; of tloe 

':'rce.su.ry ·t.ay from ti.ce to tir e a.. r·rove . This ae.ttei: was 

discussed some time a.eo with representatives of the ~ar 

and liavy Departments, and at t . .at tille it was agreed ~bat 

·the proposed legislation would be sponsored by the War 

})apartment . It now appears that the Trcasvry Depar tment 

has lnformally, at least, advised t he War and Kavy Depart

ments that it will sponsor this leeislat ion. · 

• 
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62. Aru;lnist rat ion of ApPropr i ation: •Bureau of the 

Public Debt, Distinctive Paper for Uni ted States Securities•. 

At the request o£ Jl.r . Charles Schoeneman, l'echnical 

Assis te.nt t o t he Secretary, ther e was considered a proposal 

to transfer administ r ative control of the above appropria

tion f rom the Bureau of the Public Debt t o t he Bureau of 

En:;ravin& and Printing. Jlr , Schoeneu:an was advised that 

ther t ~ould appear to be no objection to the contemplated. 

t ransfer, since the appropr iation would be expended for 

the purpooe intended by the Coricress and would, in the final 

anal ysi s , be subj ect t o the control of' the Secretary of' 

the Treas\lry whether i t were admini stered by the Bureau of 

the Public Debt or the Bureau of Eneravine and Printing. 

63 , Assumption of office by new s•trer intendent of 

Denver 1int . Mr . Tietjens and~ . Reeves conterred wi th 

Dr , Bor.aru, Assistant Director or the ilurean of the ::int, 

and l'r , Brenner of the Chief Counsel 's Office of' :t'oreie;n 

Funds concernin::; the tn>e or recei rt which should be 

required f rom a new superintendent or the Denver Vint for 

bullion and money t o be turned over t o hi1n by his 

predecessor in offi ce . It has been customary for 

superi ntendents of mint s upon takine ofJice to receipt 
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for any JOney and bullion which has been previously 

inventoried by a mint committee and placed under seal , 

v:ithout requiring that a new inventory be taken of such 

lllOlleY and bullion. Ho~ever , :Mr . S1nith, who 'was recently 

arrolnted Superintendent of the Denver ltint, stated that 

he wished a complete count made oi all values held in 

t' " Denver "int incll'O.iJlL those under seal . In view of 

the ex~ense w ich such an ~nventory ro•lld entail, Under 

Secretary Bell i nquired whether Mr . S>ri th could execute 

a receipt statinz that he was takine custody of certain 

scaled vaults said to contain stated quantities of money 

and bullion. Dr . Hol'lard '!'las advised that while there is 

no stat,tory provision which woula preclude the acceptance 

of such a receipt , it would probably be very difficult to 

collect from ~. S2ith or his surety the amount of any 

shortaee which mizht subsequently be revealed with respect 

to the values now held under seal, since it would be neces

sary to eatablish · t hat the loss actually occurred while 

the values were in his custody. 
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64. Dies Conmi ttee hearine . 1~ . Hou~hteling of the 

War Savines Staff and lKr . TietJens, as observers ; attended 

a heo.r ine before a subcommi ttee of the Dies Connnittee en 

Arril 2 . Vlilliau. Pickens, also of the War Savints Staff, 

testified as to his supposed Communistic participation 

in various oreanizations from 1927 to 1940. A r eport of 
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t~ e hearing was made for tue file in , .emorandllll for:n, copies 

rein~ sent to ::essrs . Graves, Gaston, Houehteling and !iarney. 

65 . Comptroller of tr.e Curr~noy - Litieation. (See 

Dect111ber 1942 re-port , item 23 ) . On }il.rch 19 the Uni ted 

States Ciroui t Court of [!.ppcala for ths Second Circuit 

handed do11n its opinion in :Michelson v. Penney, iuvolving 

the Recei vershlp of the City National E.ank in ~!i&llu , 

Florida. The opinion reduces to approxi.~tely $1,100, 000 

the ju~-ent of $2, 444, 301 . 99.uiven our rteceiver by Jud;e 

Knox. 

66 . Public Debt - Litigation, United States Savings 

Bonds (See September 1942 report , item 24(a ); January 1943 

report, item 38(c)lllld (d). (a)The Gaverieb case, l'fhicb is 

the fi rst case brought directly in a Federal eour~ raising 
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the 'luestion of savi n: s .onds inscribed "A, payable on 

a~ath to B", was t r ied before the United States Dis t ric t 

Cou1•t '!arch 26, at Harrisburg. The Judee very clearl y 

indicate.] his opinion bl•t reqnlred briefs f rom the other 

r~rL · ,~ and requ~ sted findin~s of fact and rulines of·lan. 

The casL ~as continued until A1ril 12 for final argunent . 

A :-odin_ case h Chica~o · nvolvin:., about $50,000 

s~riPs G boJtds in v:C..:.ch tr.e sa t question is rai sed was 

C.iscussecl r.ith Justice . At t .eir au..;~estion l:r . Fuller 

was ul.ed to confer d th an attorney who had talked with 

hi m prtviously about the case VIi t b 9 view to securine sub

n•iseion oi the bonds vri th n request for payment from t he 

deceased ovmer • s estate , y;ith the understanding that pay-

J ent would be refuseC. and t he Government r;ould ir:stitute 

proceedings in the Federal courts . Whether or not this 

will be done has not ceen determined. Justice feels that 

unless the bonds are i n our posses sion we should not our

selves insti tute proceedi ngs . 

. . 
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(b) The Ohlin case, in r1hich the Probate Court for 

Cook County, Illinois , recently held that bonds registered 

in the name of A or B belonged to B upon the death of A 
. 

rat her than to A' s estate, has been appealed to the Circuit 

Co11rt where a trial de novo will be had . 

(c) The Killick case has not reached tne court . Some 

discnsaions are ~oin; on "ith a view to eettine it into a 

Federal court, but nothi ng definite has occurred. 
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(d) The Shields case (Uew Mexico} presents a colll!'lunity 

property situation. It is claimed the wife used community 

funds to purchase savings bonds in the beneficiary f~Mn 

Vlit.hout the knowlede;e or consent of her bnsband and in 

fact aeainst his wishes . The wife is dead anci the husband is 

claiDin£ an inte;est in the bonds on the eround that the 

money used to bu] them was co~unity property. This case 

has been discussed with }'r . Horr of Justice . 

(e) The llaryland case, in which action has been brou;ht 

in the Distr i ct Munici pal Court, was presented by a Washington 

attorney in a conversat ion with Mr . Cunningham. There are 

several oollate.ral features i n the oase .which may be of 

interest and may affect the position the. Depar tment takes . · . 

• 
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u7. Public Debt, ?inancine . Yr . Tietjens and 

'r . Cunnin~ha. passed on the letal. sufficiency of t he 

follor;in;. issues : 

2~ Treasury Bonds of 1950-5~ , dated Arril 15, 
1943, .. a.turine Sept . 15, 1952, amount 
unlinited exce~t ~2 ,000 ,000, 000 to colli2ercia1 
banks . -

~-112% 7reesury DOnas of lJ~-~9 , dated A7ril 
15, 1943, d·e June 15, 1~3. , t ount unll~ited . 
Co..:.::~erc :al l:ar.::s not per itted to own bonds 
until April 15, 1953. 

7/S,; ;;erhficates of Indebtedness, Series : -1944, 
dated Afril 1 , 19<:.3, d•Je April 1, 1944, arr.ount 
unli .ited, sales to co.J'Iercial banks lbited 
to ~2,000, 000 ,000, or thereabouts . 

60 . Railroad :teorganlzatiore. {e) Seaboard Airline 

Railway (See February 1943 report , item 51 ) . On :larch 

30th, at a conference, attended by Ur . D. w. Bell, rr. 
Er ffelfinger , Col. Anderson, Co-Receiver of the RailY1e.y, 

an<ll r . Tietjens , e. price of $1, 750,000 was finally 

a..;reed upon for the se.h by tl-ce '!'reuury to the Receivers 

ot certain securities held by t .• e Treasury as collateral 

tor loans made pursuar.t. to ~210 of the 'lransportation 

Act , 1920 . This offe r is cubject to t .. e arproveJ. of the . . 
District Court of - the United States for the Eastern 
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District of Vir~inia . A letter was prepared for~ . bell ' s 

si nature offer in;;. tbese securities at t,,e price acreed 

upon at tue meeting. 

(b ) Wilmington, :Orunswick and Southern ~ail road. 

On l:&rch 22 a conference was held in l(r . Heffelfinger • s 

of:ice to consider t ~ possible purchase for scrap of the 

aOOvt> railroad. ~essr.s . Heffelfin..;er , Proctor ami. Tietjens 

rc!;>resented ;.ae Treasury a.nd a.~~ . !Mtin Geieer, a Washinzton 

attorney, represented a cli ent, the [aohine Tool and 

Equipment Company, who ~as lnteresLcd in puroha.sing the 

o bli:;e t ion of the re.ilroad held by the Trn.sury Depart; .. ent 

a.s he knew of the order ed sale of the properties , subject 

Lo t JC epproval of the Interstate Co1.11!lC I'C8 Counnission. A 

let.Le-r ,.as received f rom tr . Geicer offering the Treasury 

Departnent ~15 ,000 casa for tne note of the abov£ railroa~ 

and the collateral secUPing sa.~ , evidencinL a loan~~ 

pursuPnt to §210 of the TranBfortation Act , 19~0 . The rail

road has petitioned the I nterstr.te Co•llllet'ce· Commission for 

permission t o abandon its line and eell its properties · 

A l etter wa.a sent t o t he Interstate Commer ce Commission 

• 

... 
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settinz torth t".e offer and requestinw the advice of t he 

Commission . A letter was also sent to the I~avy Department 

~sking lf it had any further interest in the continuation 

of the operation of the road . 

The following .,;ork was done under the supervision of 

Asaiatfnt General Counsel ~oth : 

69 . A comnilation of the le, islative historY of 

sectlou 403 of tne Act of April zr, 1942 (Public Law 528, 

77th Co;·ress) , as amended by section 801 of the Revenue 

Act pf 1942 (Public Law 753, 77th Co!lf:ress L relating to 

the renegotiation of war contracts . This .compilation, which 

was prepared by lJ' . BernardS . i:eyer and 1:r . Sylvan 

Tobole1uky, sets forth the lez:lalative ltistor:r of each sub-
• section of the Act of Apr il 28, 1942, as a"ended, separately. 

In addition, that part of t~e le£islative iistory wpjch 

does not relate to any particular section of the Act of 

April 28, 1942, but to the law cenerally, is included and 

indexed with respect to subject matter. • 
70 . Customs ReBulations . The 1943 edition of the 

customs ree;itlD.tions, which will supersede the 1937 edition, 
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has been completed . Tbe preparation of this edition has 

lnvolvea an enormous amount of v ork, a very considerable 

part oi' which bas been done by the Chief Counsel 's Office, 

Hureau oi' Customs . The contents will be divided into two 

volumes, viz ., the "Custor,,s Rezulations" consisting of 

re:ula tiona v:Hch are of eeneral aprlicability and leeal 

effect arod concern Le public, and t' ·t •custo~s l:enual • 

consiatin~ o re~1lations w•ich sre effective onl; ~eainst 

rersons in their capacity hS o<ticers, a~ents , or em

plo:·e~s of t' e Custoos Service and \"' lc' do not prescribe 

procedure vi ich ;,he public should knov1 in dealinG with 

tl·e Cusloms Service . The regulations will be made public, 

but ti,o manual nill be issuetl or,ly to e1rployees . A memo

randum has bten prepared transmiitin~ the new edition to 

the Secretary and pointing out tht substantial changes 

that have been ~de . 

71· Overt~e Compensation (See February 1943 report, 

i tem 40(c); llarch 1942 r eport, item 6) . In ryers v. 

United States , relating to overtime compensation of 

• 
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Custoros employees for reVJlar tours of duty outslde of 

L.1e hours of 8 a .m. and 5 p.m., in wuich .the Court of 

Clailne rendered a decision aeainst the Goverrunent on 

Februar:r l , .1!>43, an application for· rehearing in the 

Court of Clai us has been made . Also a new proposed bill 

to li~nat~ exeessive future liability is bei~ prepared 

and t ere is pendint an inquiry from the Couptroller 

r.eneral as to steps for reimburse~ent from interested 

parties under certain statutory rrovisions . 
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72 . Duties on equi;p!llent purchased abroad for .i\mei•ican 

Vessels . An analysis was made in o. letter to the Bureau 

of tho Bud:;et of a bill proposed by t hll We.t• Shipping 

Administration to sus~end durin the war section 466 of 

the tariff Act of 1930 in certain cases. This section 

provioes for duties on equipment purchased or repairs made 

abroad for Ar..erican vessels . 

73 . War Production Board Directive !io . 10 (See October 

1942 report, item 18). A proposed order covering priorities 

to conform with war necessities to be issued by the 
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~·> il!l\.is s ioner of J;arcotics und~r authori t~ from the Director 

or t;e .io.r Prodt1ction Board is l!einc: revised. 

74. Uarootic Compromise Cases . A studl' is beinz 

. :llile on simplification of the rrocedm•e for review of 

n~rcotic compromise cases to reduce the amount of work. 
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75. Practice Before Treasury Depart!"ent . There is 

_cndinc a proceedine to bar fro3 fractice 'efore the Treasury 

De!ar t •nt ~e~bers of the fir_ of Travis, ~ronnback and 

?P.xson, !iet York attorne s for 1:ove.rd C. iio1lson and the . -
associated Gas system, before its r eceivership, because of 

rartioipRtion in tax Inl.\nipulllilons . This is sm unusual 

OfiSe in scope and interest . 

The followine wor)< Tras done under t l o supervision of 

Assistant General Counsel Luxford : 

76. French I orth and \'feat African Profram (See February 

1943 report , item 7i) . Lt . Col. ernstein left on l:S.rch 

30th on his return trip to Africa. Prior to his departure, 

a substantial 8lllount of material was prepared for lilin r.hlch 

mie;ht be of future assis tance in his work ln llorth Africa. 

llessra. Raina and l:urphy have arrived in Africa and have 

.· 
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tal.cn "I' t .eir assigrunents there . 1:r . Du &oia of this 

office ho.a r ecently returned from North Africa. 

(n) North Af rican ad hoe and seovestration decree . 

~reesury representatives in North Afrio& were successful in 

ttrsuadin3 the Fr ench , after extfnded discussions, to adopt 

& fle xible and effective decree with respect to blocking . 

ot Paseta and imposition or other econo ic warfsre controls 

r.~thir. t" .c Al crian area . The ailoptio~ o' t •is decree 

1'"-presente~ a complete reversal of t'e Parlier stend taken 

l•y tl.e Fr(nch in favor of a decrte w· ich would have been 

• seless from t he economic warfare standpoint nnd vtdch 

>.ould ho.ve led only to 1u uses because of its failm•e lo 

rroviM for flcxihility and an effective centralized 

n•".ml.nis tration. 
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In this connection, a ~uestion otill cx:sts with re•_ect 

to · h use of t he Depart-~ent ' s Proclai ed List in ;,orth 

Africa. A cable has been sent to Trtnaury representatives 

in North Africa aesiened to elicit suffioient inlo r. ~tion 

upon which to base a deci sion vrhether the United States 

• 
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Proclaioed List should be extended to l!ortb Africa. J.:essrs . 

Aarons and J.li nskoff are handline t his matter . 

(b) Banknots Procurement for French Africa, As a 

result of replies received to tne cable sent to Alei~rs, 

1e.nknotes for West Africa and :•orocco are now in t he process 

of N•UfRcture or are re~dy for lllll.nufacture . The first 

~eli •cry of ',/est African banknotes is txfectecl to be ade on 

A_ril 14th . anknote paper and cclorin: matter ordered by 

t e _anquc de 1 ' Al erie bs teen froc•tred b;• tile l:lureau of 

•.:n~ravinu and Printing and will be shipred during April. 

lT . Allrous handled this probl em, 

(c) Inter-Depart.nental ... ecLines . l:r . Aarons and other 

r•prcsentatives from the Office oft .e Chief Counsel of 

.o'orei£n :'unds Control participated in tll~ re~ular neetin£:9 

of the Co ,bined Co rut tee for french .orth a no .est African 

Affairs , assisted i n tl:.e draftin., or r.w ero•1s cables and 

288 

served on a number of suocommittees dealin~ ~ith ~rench African 

pro ble~1s . 

(d) Supply problems . A mtetin:; at the Off.ice of Lend

LE&ee AdJBiniatre. tiop concernine Fr ench ro.Y'nents fo r a par t 

of t~.( sutplies furuished by Lend-Lease to i ortb Africc. was 

• 
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•ttcnded. The representatives of Lend-Lease and of the 

nt . '·J• t.ment of Sta.te i ndicated t hat it le t c present policy 

of t'•is r ovcrnmcnt to Ml.inte.in !'etall pr ices in ;rorth Africa 

•i tht l:ovoml,er 8th l evel and to chl<r ::;c tuc French fo r 

SU"'f'lics Z"rr,ishcd accordin::;ly. l!ov.ever, it was stated 

t'.at it is co .1sidered desir~<ble t o o' to.in the full lF.Lded 

cost of .;oods wherever t:.is proHs possible without sacrifici n<_ 

. olit ' cal or ccono. ic advanta~es , IP.d it ns indicated t hat 

sters in t '. ls i:irection • ay be taken v. i th resr ect to 

!'erti e11lur coru;nodities f rom tin1e to time . The L£nd-Lease 

j,d; i r• intration r equested the Treasury Department t o 

invc~ti ntc the tlechanics whereby payment in f r ancs mieht 

be obtained from t l1e French and the ft•Qncs converted i nto 

dollars . A r.enoro.ndum ua.s prepar ed by 1:r . Johnston upon 

t' is 1rocedurc after discussion y;ith r r . He!felfin::;er and 

me .hers of th& 3ureau of Accounts . 

77. Problems Re.spectin,o; Allied Occupation of Axis 

Tel'ritor;r. Ten tneltlbers of the L'~:;al Division are now 

cne11eed almost full lime in confitlential stuoi es and prepara

t ion of local material necessary to a fnll •mderstanding of 

t nc fiscal , economic, and bankine b!lckerotmd in eie;ht Axis 

. -
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and Axis-occupied countries . A series of intra- departmental 

ectin~s were held to outline the tyt'es of probler.s which 

1\t'e likely to confront t he Allied forces upon 11.ny invasion 

of Axis-held t erri tory and to 1'11tich oareful study should 

be wivcn . ~n~ the suhjeots being studied are : 

1. Phl•sical aspects of the area. 
2. Populstion. ~ 
3. Gover nment and adz..ini.atration. 
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4. Laws relating t o civil econooy and civil richts . 
5. La~s relatine to eoono. io r.arfare . 
6 . F.conooy of ti:e ercn. 
7. Transrortation and oo~unications . 
8 . .,urrency. 
9 . Exchange rates ant cost of livine . 

10. Banking. 
11 . Fiscal. 
12. Labor . 
13 . Personnel . 
14 . ~scellaneous . 

! essrs . Aarons , l'inskoff, l;ol ,Jin.., , Daurl, Par ker, Locker, 

Scott, Ackeri.Alln, Johnston, n9- 'iss 'n~·er , in conjWlction 

'ith l'IPnbers of the adniJ.istrative st•f'fs or rorei:;n Yunds 

Control and 'onetary lesearch ar<' wo rkinz on U.ese natters . 

A nwnber of banking easures used by t:1e Axis nations 

in territories occupied by t hem ~ere collected in order to 

furnish baoker ound for measures conteropllltinc t he control of 

bankinc in invaded t erritor y. These decrees included : 
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1. Bank ~.ora.torium decrees . One decree declared 
a 30-day moratorllun on barikinz, and the other 
extended the period of the morator i um and modified 
i t s terttta . 

2. Decree· describl " the functions of t he 
Cor.un ss oner o • e o rrance . 1 s is the 
donoo C•t.loyed for uhlizinc tile exlstine 
c~ntral bank and surervisine ita o eration. 

, , Decr~P establish!~ a ban} or issue . ~his . 
cthod lS useflil r.nene either t nere l:; no avail

able central bank or oth~r coneitions rAke it 
tXPedient to disregard what ay be left of the 
ola institutiou. . 

4. Decree settinr, up a Bank Control Office . 

5. Re~ulations and standards of conduct for 
banks l n occupied terri t ori es issued by the 
Ger 1t&.n Col1Ullissioner-Adrnini stra tor. 

78 . LAtin America Problems (See February 1943 repor t , 

item 76) . (a) Ar~entina. The study or the Argentine 

situation continued. llo addi t ional names were designated 
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as Special Blocked liationals, notwithstandinc the statement 

o! 1:1'. l!ohan, ColllT.lercial Counsel of t:,e F,i!l·assy in !rgentina, 

that the Embassy would reco~end a considerable ntnnber of 

names aa part of th~ proeram to place pressure upon un

desirable per sona . Action with respect to the Proclaimed 

List, however, is being vigorously pursued. 
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Thus far there appears to be no reaation to the plan of 

ex.or t controls which the Embassy ia preswnably· putting into 

.,ffl ot ln order to induce n1o re e!£ect1ve ooopet•ation from 

Ar ::,oniina , 

After a study bed been ~de of all TFR-300 reports 

i'.iled ln the na;. e of persons recoM:1lended for inclusion on 

tl t Proclaiu.ed List, accounts of several such rersons were 

inveeti{;ated by :.:essrs . Lawler and !'oskovitz in conjunction · 

r ith thb a~1inistrative staff . Infor.ation received from 

vrrlous so t~ces is collated from time to time and is sub-

miUed to ti.a administrative staff :Cor f'nrther investiga

tion or fot• nomination of the persons involved for the 

Proclaimed List or for designation as Speaial Blocked 

J;ationals . 

(b) Licensinr. Proble~s . ProfOSed Public Circular 

l!o . 18A was revised as a result of further study of the 

problems of establishing a st andard of conduct for United 

States aonoerns in Latin America with respect to transactions 

involving blocked ~ationals . There was also prepared an 

amendment to General License No . 53 t o authorize any t rans

actions by any bank in the Generally Licensed Trade Aree 
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for t he account o~a blocked national in that area as if 

s• ch t ransactions were solely for the aooow1t of such bank, 

and p1•ovidod that no payment or withdrawal is made from any 

hlocked account . In response to inquiry from the Federa1 

Reserve Bank of !lew York concernine this a.1endnent to 

r.enoral License llo . 53, the view v.as expressed that this 

a .end ent authorizes remittances from free accounts in the 

~nited States to blocked nationals in the Generally Licensed 
• Trade Area, provided that the re~ ittance is effected !~rough 

a bank in that area for the account of the olocked national . 

A revised Circular Instruction to thd 1'issions, dealing 

with Public Circular Jio , 18A, the lllll&nd:oent to General 

License !lo . 53, and r elated problc!lls, was prepared by Messrs . 

Aa.rons, La.wler, and J.:oskovitz in conjunction 1vith a 

representa.tive of t he State Department, and these documents 

and instructions are presently reoeivir~ the consideration 

of that Depar tment. 

( o) Special Blocked Nationals , D•Jring t:arch eight 

per sons were designated as Special Blocked Nationals . In 

conjuncti on with the administrative staff, a Confidential 

• 
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Circular which set forth the procedure for dealing with the 

defini tion of and distriaution of lists of Special Blocked 

Jlationals was revised. It la planned to distri bute lists 

of Special Blocked Nationals only to financial institutions 

hP.vine substar.tial business connections vrith Latin America . 

Tbe ques tion of publicity to be eiven io Special Blocked 

:.atior1als and of the exter.t of distri ution re.s sharply 

raiseo. by the attempted distribution of t he list by an 

ex~ort fir ... to ita agencies in Latin JL .. ,erica and by an 

in<p ir~ fron a foreign traders ' association concernine 

Special ~locked Nationals . The administrative staff, i n 

con junction with Messrs . Lawler, }!oakovi tz, and t:iss Klein, 

is cne,.eed in working out these J:>rpLleJ~tS with the lioard of 

Bconon ic Warfare and the State Derartment. 

(d) Trade.'lB.r k Problems . !'embers o~ the Let;al Divisior 

cooperated with representati vea of t e Stale De. artl.er.t in 

.rcpari)\;. instructions to all ::issions c:> cernln!: the 

a.proa.ch to be taken by the v11rious .;overruuents of t'te other 

A:nllrican Republics to t he probleJts presented by tradev.arks 

ovmed by Axis enterpr ises . This also involved consi deration 

' 
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of tl't necessit!' of e:mendine t he Sterling Drug Inc . 

rerresentations in or der to place Sterline Drug on an 

even footin~ with other American enterprises in t he acquisi 

tion of trademnr ks in the other i'unet•ioan kepublics presently 

rr.;istered in t he na e of Axis enterr)l'ises . In this connec

tion, l:r .. .Lawler discussed with the Ste.te Department and 

nith representatives of Sterlinc Dru~ Inc. the proposals of 

t'.e l'lnister of Zlaciende. of Colo bia end of the :J.nistcr 

o Hacienda of CQst e l ice. envisacing t he creation of local 

woverm .cnt o1VIIed enterprises J:lt.na::;ed b~· Sterlinc Drug to 

CXI>loit local traden.arks rutd pttcnts in th~ pllat'•l\l!.ceutical 

rtc•ld nnd to aid i n bulldin~ up e domesUc druz business . 

:-'innl decision was not made on either ... e.tter, &nd our 

''issions i n bot h co1mtries l'lere instructed to obtain further 

infer :~~tion . 

(e) Sterlinr. Dr u::; Inc. - Latin !ILerican : nvesti,.ation. 

T~e rorort of the investiuat~on o£ Sterl ' l\;. Dru:, I •. c. in 

the other .lfuerican Rerublics, " ioh was dt by :.:r . Loore and 

llr . Frohlich, has ·been completed, and the executives of the 

company, together with their counsel, were called to t he 

Treasury Depar tment and questioned conoerninc : (1) the 

• 
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;ostl. ~tico.n trademarl. situation; (2) the Colotdbian trade-

ark situation; (3) the absence of certain records in 

: exi.co; •ad (4) certain correspondence in Chilo indicating 

conLin11cd reh.tions with Q.uimioa Bayer. · The ensuing action 

1~ith refereJ.ce to (1) and (2) above was discusseO. in connec-

tion r ith trade;nar~. provle.·.S eenerto.lly; and with reference 

to (3) and (4) above , tue officials of Sterl~ Drug Inc. 

a .reed to su ...it , in .,;rlting, co.nplete infor..;ation concerning 

t~ese ite s and concernins all contacts of ary sort betr.een 

t .. t e•••ployces of Sterline; in South A1 orica and the employees 

of I . G. Farben i n South ~1erica since January 1, 1942. 

1'ho lnvesti._ation in South America further showed 

that A Chimica Bayer_, of Jrazil , furnished $()00, 000 in 

excess of its norL&l requirru .ents to tl:e l:er .an ful:assy 

tbrou.:h surre:rtitious means l'!i thin a ::er iod of 15 ~ont'os, 

duri~ ni..lc!J. Yiilliam E. :·ieisa, Jr., f'or .. erl;• of .:>terling 

Dr•~ , 11&8 e. partner in iJ. Chl:Uea ~~~·tr . A request for 

further inforw.&tion &nd 8XflfnatiO!i8 VIiS n&de of both the 

Sterling otriclale and l!r. Weiss . Sterling officials 

explained that~ . Wei ss' partnership was purel y nominal 
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rnd that .. e had no active part in the business . The explana

tion £rom i.'r . Weiss has not yet been received. 1:r . Lawler 

~nd r·•cmbers of the administrative stat£ worked on this 

'" t ter . 

(f) Insure.nce Problems . A request 1us sent to the 

"' isslon i n Per·1 for inforr.!nt~on concernin~ insurance 

'ctivities of t~e ktlas Insurance Comrany ~ith Procla~ed 

List netlonals . ittles has been lrsurint a nw;:her of 

Proclai ... ed List risks without retaining any ps.rt o.f the 

risks insured. In several cases, it hAs ceded the complete 

risk to t he Swiss Reinsurance Company. Unless a satis-
' 

factory explanation is obtained, incluslon of the Atlas 

Insur~<nce Company on the Proclair..ed List v.ill be recom- . 

~ended . An lnvestioation bas also been opened Ll part of 
~ 

t',e ilolborn Panacerican Corporation investi.;atlon to 

detel'llline if two 1:exican insuranct~ compar.ies should be 

included on the Proclaimed List . ~. Kehl and menDers of 

the administrative staff are workinv on these proble~s . 

79 . Bawa~~ (See February 1943 report , item 75) . The 

following developments took plaoe with respect to the 

fre ezine control program in ~11 1 

• 
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{a) Revocation of currency hoa.rdinc prohibitions . 

A lotte!' wu received from !T . Tree in Honolulu, stf.ting 

th•t the revoca.tlon or relaxation of General Orders Ho . 51 , 

l ssued by the J.ilitary Governor, prohibltinc; the hoarding 

of currency in Eawaii , was •mder diaouuion. Subsequently, 

_n.llc ~·nouncewent was :aade of t ho return to the civil 

authorities in Eav1aii of .any o" th runcilons 'J.therto 

underta'.en b,:t the -;.:ilitary Go~ernor , lncluciill{. t •• e control 

of bar~lnv anci currency. Another letter fro~ Tree stated 

that Genoral Orders !<o . 51 would be revoked, end asked 
• 

whether the Treasury Department wished to !'econunend to 

the Civil Governor en amendment to the n.ec•lotions Relating 

to Currency which would embody the substance of General 

Orders Jio . 51. Tree was advised that the Treasury Depart

•. ent did not desire to JD&ke such a recoDLendation. 

(b) General License fo r Jaranese in i:anii. The 

Depart~ent received a reply from the Secretary of lar to 

its letter of February 27, concernin:. the proposal that 

treatment similar to that embodied in General License 

J!o . 68A. be accorded to Japanese sul, jccts in Hawaii. The 

Secretary of War stated that he desired to ascertain the 
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viev;s of Goneral Elmons on tUs question, ami requested 

that ite Treasury rerresentalive in ltawail discuss the 

,ntiel' di rectl y d t h General Enunons . A letter, whi ch was 

lt'ellll'&tl by:_~· . Johnston, was sent io l:i• . Tree on !.:arch HI , 

r.c: l r•::; hitc t.o discuss t his 1t. ttt r in full ? i t h General 

E lO"S or "eneral Green. 

(c) Vestin~ of Jananeae ~anks . The Derart~ent was 

k<'vised by the office of t· .e Alien Property Custociian that 

it ; ntended either to vest or undertal.e the supervision of 

the three Japanese hanks in Hawaii at an early date . The 

'}uestion of the exact pr ocedure t.o be followed wllen t his 

al1ould ooonr was discussed with l 'r . Anderson of the offi ce 

of the Comptroller of the Curr ency. A tentative procedur e 

was then outlined, and drafts of all docwncnts \1:.ich would 

be necessar y were prepared by Mtsars . Aarons, A1k and 

Johnston. ! meeting was then held between representatives 

of t he Treasury Del'e.rtment and of t.:e office ot the Alien 

Property Custodian. The agr eenent or tbe office of the 

Alien Property Custodian t o t be Treasury pr oposals was 

obtai ned. !~tion in this metter he.a been delayed, however, 

pending a decision by the office of t he Alien Property 
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:ustodilln as to v;hether it will retain t!r . Brooks to 

Cll npltte the liquidations. 

(d) Internee Problems . Foroien F1mus Control bas 

requested tl1e Honolulu Office t o handle "ithclrawals from· 

::r.,.aiian accounts of civilian internees interned in the 

continental United States on a specific lioensine basis, 

rat' .er than under Ger.eral License ::-17, i se•1ed in Hawaii 

on January 18, 1943 . This action was ta!..en so as to bring 

such ~ccounte vtithin t he procedure este.blished by Con

fidential Circular Ho . 166. 

(e) Sec uri ties Re&•llations . A letter was r eceived from 

}!r . T1•ee stetlnr; that an attempt is heine made by certain 

financial interests to secure the reJ!ee.l or modification of 

the Re.;ula tiona Relatlnt to Sec uri ties . rr . Tree was 

a.sked to keep t he Depart, .. ent advised of a!JY further develor

u.ente in this connection. 1'eanwhilc, co siderat ion is 

heine !:,iven to the desirability of reoo..,.endin!> a chanee 

in the Re&Ul&tions which ~11ld eliminate the requirement 

that aecurit1ee in Hawaii be deposited in a securities 

custody aooount . The first draft of a general license 
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,.. l.ch rro\•ld accomplish this result has been prepared by 

rr . Johnston and a meeting is to be held so.on to disc)lss this 

aotion. 
. 

80. Diplomatic Pouch Report s (See November 1942 repor t , 

item 66) . The British have complained intor tally to the 

State Department concerning the "plethora of forms" which 

the Kine ' s UessenGers (British couriers) are required to 

execute on their depar ture from and arrival in the United 

States . Collectors of Customs have prepared such forms to 

obtain information which our instructions of December 16, 

1942 requi 1•ed to be subwi tted concernlnr; all foreign 

diplo•natio pouches. Continuance of the reports is considered 

desirable as a symbol of control over diplomatic pouches 

and as a means of checking on errors ~de by Collectors of 

Custor.ts in e ranting diplomntic imunity in so•ae cases . 

However, in order to avoid undue delay of co•.ll'iers, a 

standard form will be adopted for use in all ports . It is 

contemplated that couriers carryinc foreien diplomatic 

pouches will.be able to fill out par t of tho form before 

arriva~ at the por t . 1 draft of the form and of a circular 

. . 
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l•tter to Collectors of Custo~s explainlne its nse has been 

_rer-Hed by 1~ . Aarons and members of the administrative 

st~ff ar.d .i.o under consideration. 

81. Liti~ation Prohlems (S~e Febrvnry 1943 r eport, 

ite~ 72) . (a ) Draeger Shippinz Co ., ! c . v. Alien Property 

;.,stodian . In connection with the proposed appeal from the 

decision of t he District Court, detalled studies of the 

followinw ~atters are beins nade : (1) The lecislative 

history of the ':'radine •:i th thE ene y Act, and partictllsrly 

section 9 thereof; ( 2)" The l e:;islative •tistory of 1'itle EI 

of t he First War Powers Ac t , 19~1 , inoludine the minutes 

of commi ttee meeti ngs; (3) The minimum administrative 

procedure required under the 5th Amendment ; (4) The right 

of judicial revi ew of administrat ive decisions in the 

absence of statutory pro~ision t~~refor ; (5) The neces

sity of exhaustion of administrative rP~ediea prior to 

resorting to the cot~ts . 

The purpose of theae studies, whloh are being made by 

Messrs. ilk, Golding, and Smith, is to establish tbat the 

r emedy afforded by section 9 of the Trading with the enemy 

' 
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•. e. s not aprlicable to actior taken pursuant to section 

~( b) oft' e Act, and that before resort to t .e courts is 

had, · t is necessary t hat the administrative re1aedies 

atrordcd should first be exhausted. 

( lJ ) V/atkins v. J'oreenthau, et al (See January 1943 

rc.ort, ite;n GO(a)) . A stipulation hrs been sizned provid

in~ for t .. e dis.Ussal of the 6ctiot rs to Secretary 

· ort;enthau and 'jo. Fehle . 'I r Dere.rt ent 'rote to the 

attornt--·s for the plaintiff t hat it such a stipnlf.tion 

-::ere exec•1ted and filed, Y'e ftould not require the fil ins 

of any TFK- 300 reports until after t he ter1inetion of the 

liiiyation. This action was taken beoause if t)le plaintiffs 

•1•e found to be American citizens , the Depar tment will not 

treat them as nationals of Jaran and no reports nill be 

required. l!r . Alk ha.,dled this case • . 

(c) Schnyder v. Frederick Drae ·er, et al (See 
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Febr uary 1943 report, item 72(c)) . On appeal to the Appellate 

Division from a.n order of Judge C!-reYt holdiDJ:: that a good 

equitable cause of action was stated, t he order was reversed 

on t he ~rounds that the action was a.t la.w and not 

in equity and plaintiff f/&6 ziven ten days in which to 

amend his complaint. The Depart .ent is followlnr; the case 
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closely hut is not inclir.ed to intervene as non~ of the 

rPrtirs art questionine the validity of the directive 

lic&t•se issued by Tr ea sur y . The Dopat•t;~t nt still has 

unde r consider ation the q\testion r.i1other crituino.l prosecu

tion should be instituted azainnt iht co "rc-ny to l"',,i.ch 

th~ -iroctive license was issued . J'ess r s . Lawler, Lesser , 

ari ~lk are working on this case . 

(d) J nnk of llelcilu. v . ban~ of .'ranee ; Bank of 

Pol< nu v. Ean~ o" :'renee . Joth t t anl· or r el iU'll anJ 

t 1C enk of Poland have co ,n.enced cnion ar.ainst the :ank 

of <t•anco based upon the r.llet;oil co:•version of certain 

,:ola ii.eposited with t he Eank of rrnr.ce !'or se.fe~oepine . 

In boil• cases it i s claimed tl at t ,( nnk of b •r·nee failed 
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to •on or. ti e · nstructiors of U e de .ositin tank for ttc re-• v 

delivery of t be :old . :·,e nctions r;·trc iMtituteO. by 

attachJtent ryf t' & f unds of t'.e !:enk or ;;'ranee on neFosit 

with t11e Feder al 1\eservc Bar.k of J;c~ Yor! (a sw.. in excess 

of $200,000,000 ); the 3ank of Fr ance filint an answer 

setting up, &UlOnu othe~ defenses, ~ pJajoure • An 

order has been ente red directinl'. the Dank of Fr ance t o 

f urniah an extensive bill of par t i oul c. r s of the def enses 

• 
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inter1.o~cd by it . A.n appeal from such order is now pendin-- " 
in tne Appellate Division. 

One Jean l!artial since February 1940 hes been r •present

ln: i.lte ~a.nk of ?r anee in thh conniry, ~nd prior to r;ovember 

a, 1J42 the Derartment hlld au;rovod a.·r lica tions to t r ansfer 

'ro1~ oerhin accounts of the .;;anic of !rt<ncc sufficient 

funds to !~Y nis per sonal and business expenses . Ho~ever , 

since :.ovc her 8, 1942, the De. artr.rnt has refuse<! to take 

Pny action which r.Ueht be construed as rcco(,nitlon of 

·e.rtinl o.s the r epresentative in litis country of til~ Bank 

o£ .?ranee , Mr . Mar t i al has now asked the Department to 

reconsider its action and has urced that in t he interests of 

the Bank of Fnnce his position as tLe bank' s representative 

shoula be rccosni zed, particularly in connection ~ith the 

.endine litiuation. The ?rench ilitary r isslon ~as 

expressed a s imilar poi nt of view. Because of the political 

i~rlicatlona i nvol ved, the views of the State Derart ent 

on t is sub j ect have been reques ted . J'r . Alk e.nd members 

of the administr ative s taff are handline the caee , 

• 
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(e) United States v. Helmut Weiner • . An indictment was 

1·eturned in Nel" Yo rk ch&.r[;lng the defendant with violatin~r 
" 

section S(a ) of the Tr ading with t ho enemy Act by taking 

l•r;;e bllls from one of t he Gem~n sabotours and exohanzing 

t' e.n for bills of a suJAller deno•rlnatlon. The defendant 

overl to 'lu~sh t1 e :ndict:nent on t~e ~round that under 

"eneral .Nlin:; ;:o . 11 such acts rere no lon:;er rendered un-

ln·ful. Judce Leibell held ti.at tc.e acts coillr-lained of nere 

a viola t~on or section 3(a) and "ere specificllll;· not 

puthorized by General Rulin:; Ho . 11 . He construed paracraph 

4 of the Gonerd Rulinz, lioensln:., O«!rhin ~cts rendered 

·1n1Rwful by section 3(a) , as not .i.ncludin:., lr~nsections 

' 11ich fe 11 within tl- e definition of "trede an~ co.;~tmnicatiCln 

tith an eneiD¥ national", in the ~encrel ,ulinz. Ee adopted 

the interpretation arcu~d in the brief or lh~ ~nited States 

.'.ttorney 'l'lhioh was filed after y.relim.l.nt ry coLferences 

Ylith thla office. The decision ia bein:. studied by :essrs . 

Alk and Goldin~ in connection with the proposed revision of • .... 

General Ruling !fo . 11 . 

(f) Brown v . !~organ (See· November 19<t2 re port, i tem 57; 

•• 
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s~rtemher , ite111 48(d) ; April , ite .. 58(b)) . After examination 

of the briefs pr-esented to the Appelle.te Division o£ the Ilew 

York Suprellle Co\trt , it was concl>1ded that it vrould be un

necessary at this time for the •rreasury Department to inter

vene in the litigation or to present an elaborate statement 

concernine t.;e problems arisinz aa a consequence of J.:r . 

Justice Eder's decision, inasMuch as t~e effect of 

defendant ' a failure to aHlY for ~ 1 reasury license r·as ap

rnrer tly not at issue in the e.ppoal. Accordi~~;;.ly , the only 

action taken was to issue Public Interrreta.tion lio . 11 on 

rarch 8, waich points out merely that it is Treasury Depe.rt

meni policy to perJ~it any party t o a transaction to apply 

fo r a license to eueage in such tre.nsacilon. Thereafter 

thfl AiJI>&llate Division reversed the lower court decision, 

the opinion dee.l i ne solely with ..attera in v1'.icn tue Treasury 

Derart~ent has no interest . It is expected that the 

Appelb.te Division opinion dll be anealed to the J;ew 

York Court of ippeals. Messrs . Aarons, Reeves , Alk, Goldine 

wo rked on this c~se. 

(c) Luzon Stevedoring Company, Inc. v. Ja.penese s/s 

Yuzan J,(aru et al. I n connection with this lawsuit in flew 
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York, the Depart~rcnt received a copy of an answer iled by 

the Jlational City Bank of New York asserting e. lien against 

BO much of a fund on deposit wi tb that bank as should be 

c1cter:nined by the court to be t he property of Luzon Stevedor

ln;,. Company, Inc . A letter , v.hich was rrepared by l!r . 

Johnston, was sent to Sheanr.an and Sterline, ettorne;-s for 

thl' I:ational City Bank, statill[ tl.nt t ''e fili~ of such an 

Rnswer requires a license under r,eneral Ruline No . lOA, and 

edvisinc that no f\lrther action shoultl be taken to assert 

the lien claimed or to secure its adjudication until an 

arpropriato l icense has been obtained. A reply was received 

from Shear man and St erling s t atinc t hat it was no t intended 

to take any such further action or to seC\Ire t he adjudica

tion of the lien clai u:ed without first o'>tainlne a Treasury 

license . 

82. Enforcement and lnvesti &tiona (See :?ebruary 1943 

repor t , item 74 ) , (a) Criminal Cases . Antonio Zavala 

Valdes was i ndicted i n the Eastern District of New Yor k 

in connecti on with his undec1arsd imrortation into the 

Uni ted States from continental Europe of $19, 500 i n Uni ted 

States currency on Apr il 16, 1942. Zavala was charged with 

• • 
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violatln. section 35A of the Criminal Code (U .S.C., title 

18, sec . 80) and section 593(b) of the Tariff Act of 1930 

(U .S.C., title 19, sec . 1593(b)), Vessrs . Lesser and Quint 

···orke!l on this case . 

Plutarco Paz was convicted, after trial, in t he United 

States District Court for tJ.e Diiltrict of the ~anal Zone of 

violati~ Section 5(b) of the Tr6dine with the enemy Act, 

es amended, in connection with his unaeclared importation 

into t' :e Canal Zone from South America of $4,800 in United 

States currency. The indictment wee baaed on Oeneral 

:tulinc No . 5 . Paz was fined $2, 500, v<hich was pron:ptly 

palcl. The $4,800 are beint; held by the Canal Zone 

avthorities, nnd forfei t ure proceedines in connection there

wi th have been instituted. 

A group or persons ns arrested in t he :•orthern District 

of Illinois on a char:e o~ cons~iracy to violets the TradinC 

11ith the enemy Act, as &"ended, in connection with an 

allezed scheme to export gold bullion in violation of 

Section lC of Executive Order No . 8889, as • mended. It is 

alleeed that the prisoner• planned to deliver the eold to a 

Gorman submarine off the coast of Uaasachuaetts . The 
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~n·;esti:;ator~ \•ark was done by the Federal rureau of Investi

:Ption ~na tho Secret Ser vice . Foreign Funds Control was 

consulted, however, by t he Cr~minal Division of t he Depar t -

Put of Justice before the arrests were made . Hr , Lesser 

is workine on this . 

(b) Investi~ations . At t he re~uest of t l e Eouse Sub

~o ~ttee on steel shortages, an inveati ,ation was instituted 

oy : essrs . Lesser and Schr:artz concerniii£ the l:irosta 

~orroration , a patent boldine cot~pany in '~' i ch Krupp and 

certain An1el'ican steel cor.1panies were stockholders and which 

ls 1101'1 vested by the Alien Property Custodian. 

A f ield investigation concerning Laz ar~Freres & Co ., and 

Capital J~urice Boyer, United States representative of the 

Banque de Paris et des Pays Bas, ~s been concluded by tr . 

Lesser and for~~l interrogation will be conducted. 

A flnal repor t of the Topken inveati"ation is being 

prepared by ~esara. Lesser and Schwartz . 

A fi nal report of the Wegener investiuation has been 

completed by Messrs. Lesser and Carolan. 

'fhe investigat ion of Associated l~inel'&ls & Uetals was 

closed, and dis~ueaions were c~nduc ted with counsel for the 

. . 
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co: .• any ana v ith tl.e rerreseutathes or Se11alot· ~u.rfey . In 

co. sr'ltll nee of l,ioe find in::.,s of t e inve&ti atlon, the applica

tion o • U o comreny to he un -looked was denied. J,;essrs . 

L~twlc!' o.nd Kutash i n conjunction r:l th the admlnistrati ve 

str rr h~ndlnd this . 

-::·.c imcstlvatlon or the Ore & Che nlcPl Comreny was con

cluded nt.d vnrio lS conferences Mre held ';lllh re.res~;ntatives 

o • t e CO!Il!:&ny, the shareholders aml the !lien l'roferty 

t• stodian . The Alien Pro: erty C>tstodie.n ' s office stated 

that t11c enterprises would be vested pro iu~d that e Treasury 

license (permitting the sale from lh "Swiss" holding comrany 

to t he throe Anterican shareholders) were removed from t he 

case . Docwncnts were prepared by J.icssrs . Lovrler and Ierner 

to annul tl i s license, v;hl.ciJ vras crantcd on Se1 ie over 19, 

1~41 , on the basis of misrepresente.tion a11o hilure o dis

close naterial facts . 

tr. Lawler had a ltne;thy conference 'IOith Er . Otto 

!J8Jilber g concernine o•mership and relations betneen the 

oembcre enterprises in South A.lnerica and the Bemberg enter-

prises in France . 

Regraded Unclassified



312 
- 100 -

A study of the Ci ba, Sandoz and Geigy matter was contin

ued by J.r . Lawler and var ious conferences were held vri th the 

J'O presents ti ves of the company alld the Sv•iss Leeation con

crrnint, re. ittances to Sandoz , Basle, for certain strateP"ic w 

~torials sold for its accoUnt in the United States . 

l:essrs . Le.vrler ami Kutash continue& tl.e stuiiies of the 

Lanova Cor:oration; Charles En:;lehard and tuc tnelve cor

!oration~ controlled b; him C-~lcbard, r.uose eoru1ections 

nnd conduct havt: lrougnt hl.:t un ,,.r ._rave s s1icion, controls 

tl.e pt'O tctlon in the .United St.etes of the hl~hly strategic 

1•~te l'ie.l , platim1o.1, ancl is t;enerally deacribed as tl:e 

"PlatinUlll Kin:;" of Ar:e rica . The results of t t is study were 

forVJe.rded to the Alien Property Custodian, v.1to has vested 

a portion of the enterprises a1,d la exe..Jnifl!: tr.e rest , 

and were also tre.ns'llitted to tl.e t.oard of :ieono..Uc ·.iarfe.re 

and tt-.e Feder t.l Eureau of Investle.atlon); and Garcia & 

Die.~:, exi'or ters and shiis ' agents , ,.~.o are under susricion 

of subversive activity. 

83. License Problems (See February 1943 report , 

item 77) . (a) Policy with iespect to the \lithdre.wal, Release 

or other Die osition of Blocked Aseots o! tne 

• 
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Coeur ied Countries and tl!eir Inhabitants. !.:any questions 

~ave arisen v1ith respect to the rolicy to lie followed as 

to Lbe r elease of blocl:ed s.seeta or persons withi n enemy 

end enemy-occupied countries . rany appllcations were 

.r• sente(;., based upon jude,aents entered in the United 

Sht. s or upon docu.oents extcuted in enewy ttrritory. 

1h Treasur~· has consistentl~· denied r._: lications 
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:or t e release or such :un(;.s excc~t 1mder unusual 

circwuiences sucil as when a trllflt clearly was established 

in fevor o. t he applicant . !:o•·~ver , the reasons ~roti vatine 

the DPrartment in takinv s ch action vere ordinarily not 

ul~closod . Tile Derart.tent hne no1·· dedded thnt the 

.,.enrt•al p11Llic should be aU.vlMd of t e policy of the 

:'oroi.,.n 7unds Control in t l is roereot end the underlyine 

retsons . Con"erences have 'een •,cl 1·:ith .c ... Lcrs or t:.e 

acl; inistrttive staff "oich have resulted in cleerine up 

•• y conf•s:n ... roints lerta; -in~ to such policies . A 

reea release describinz in detail the policy fiuich is 

belu~: adhered to and t he reasons therefor is bei ng 

prepared by Messr s . Lawler, Lesser, deevee, Alk, Kehl , 

J'oBkovltz and members of the e.dminislrative staff. 
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:ilny htters have been rect~l ved inquirin~ rhy appli

cations to 1•eleeoe or Tlithdrew blocked funds or to pay 

juur:.ments have been C.enied . An effort is bein£ mAde to 

rnswer such letters by assieninr; tho reasons actuatine; the 

De. u-t ,, nt in a.akinv such o.ecisions . These letters are 

i iti~ll~· !repared in the lr[;al division by !.'essrs . Alk, 

::fi1l ancl ott.ers, and are routed throu..;h the ad>llinistrative 

steff. In n-dition, an effort ic bc•nz ~de to have 

.e ters o" t'.e le;;al and ad;;.i istretive ste.ffs present 

rt llll iT '1 or tant conferences r:i th t'lllicants or t'teir 

'ttorne;ro , so that persons col~inr; to Wc.shine;ton for con

CIIrenceo .uay know that their spplicatlons arc receiving 

.ro nr>t and careful attention . Tltis 1•olic, botll ?ith 

res.ect to letters and conferences •.rtars to be •orkins 

successfullj. 

(b) Rohner- '}ehri;; Co~>~an; (!:un,;Pri•n LePther) (See 

JanuH! 1943 report , item 65(d)) , .ohner-ftehri£ Cor.l!l&.ny 

ht s b~cn ~c tl n<> as a<'ent fol' certain ltunr nr lan lee.tl,e r ... ... ..... 
interests and from time to ti •• e filed arplications for the 

payment of certain fe es and expenses, the last arplication 
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t~i~~ for certain attor neys ' fees . The Swedish Legation 

(Dc •. f\rl .ent of H\lll&ar i an Intereste) complained to the 

Oe!?artntcnt that t he pa0"1Jlents made by Rohner-Gehrig Company 

'''C l'e unauthorized . i•ft er conferences wi t b t he State 

Derari1'~nt , it was decided to llfProve tl1e aiPlication, after 

t ,c s~edish Lesation had a reasonable opportunity to call 

to t te rttention oi' the !lational City oan~ (the depositary 

of t .• e funds ) that !tohner-Gehri e Company had no anthori ty 

to drn upon the account . In view of t· e fact t hat 

liti zetion may ensue , a letter was written to all the 

rs rlics calline attention to the feet that t ho Treasur y 

Depart ent i n is suin~:; licenses did. not pass upon questions 

->f pl'ivate rizhts end liabilities , that the licenses v:ere 

erely per iosive and renoved onl.t t'•e :prohl itions i.nposed 

b!•'lbe Tradin_ nith the enemy Act . !:essrs . Alk, [ehl 

r:or'.-P.d on t• is . 

(c) Licenses in connection ritlt certifications under 

s~ction 25(b ) of the Federal Reserve Act . The State Depart

'lltnt consent ed to the inclusion in certifications under 

section 25( b) of t he Federal Reserve Act , as amended, and in 

Treasur y l icenses issued wit h r espect to t he accounts of 
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forei~ overnments and foreign central banks, of l aneuage 

clfnrl~ lndicatinz that t he proceeds of investments and 

relnvestmcnts of these accounts are also certified and 

lhlensed . This will reduce the number of certifications 

Pnci tl.e HUUlber of licenses w' loh v•ill hsve t o be issued . 

· •r ssrs . Aarons and Brenner bsndled tl1is lll&t ter . 

{u) Transfer of Ear~rked Gold. The ~ank for Interna-

tionf.l Sehle:Aents asked the :'ederal Reserve bank of !lew 

Yo rl. v.nat its reaction v.ould be i f it rere notified of an 

aeree.r.ent t l,at the Bank for International Settlements would 

t ransfer to the Swi ss National Bank certain &Old held on 

eartr.~trk for it by t he Federal keserve Bank whenever 

Ali ropriate licenses were issued under the f reezing control 

and t'>e ..;old laws. It was felt that t is ,.,as an effort to 

dischar.._e a Swiss franc obligation with dollar assets and 

that it clear l1 ca....e within t he scope of teneral Rul i ng Jlo . 12. 

The Federal Reserve Bank r.as advised that it should infol'l:l 

the Bank for International Settle~ents t htt if it received 

notice of such an arr angement , it VIOUld repl1 tbe.t the 

contract was void under General Ruling No. 12 and t he 
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arplio~ble rro.isions of the cold l&ws . Messrs. Aarons and 

. renner worked on this matter . 

(e) Licenses invol vi ng ad hoc blocked nationals . The 

Rrplicatlona of E. K. Halbach and ~· . W. von J,[e i st er for 

unblockine were denied and all interested parties wer e noti

fied of the decision reached. ~. Lawl or in conjunction 

ti th i:r . O'Connell and members of the administrative staff 

wor' ·ed on this metter . 

:!r . Laltler held discussions with ror·resentatives of the 

Chilean F.lnbassy and the llational City Banr of !lew York con

ccrnin~ the application for unblooklne the accounts of 

Arturo Lopez Perez and the sale of the Sudam properties. On 

the basis of informat ion supplied by ow• l'isaion in Buenos 

Aires , it VIM decided to deny both arplications . 

(f) Reinhart Cotton Company. A reply to a question 

raised by the Swiss Legation 1':'8.8 drafted by :ressrs . Lawler 

end Kutash, deal ing with the problem of excludin& holders 

of business enterpr i ses operatin~ licenses from the benefit 

of tho general license applicabl e to the country of which 

the licensee is a national, 
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(g) General Licen~e re Livi~a Expenses . As a result 

of study of reports under General License Jlo . 11 and of 

consideration of the proble10 by ihe enforcement Committee , 

<1ro.ft of a revlsion of this t;eneral license i.s under con

slocre tlon by l'essr s . l'oskovi tr. , Cassoday and I :iss Klein 

so es to li~t the amount which any onr blocked netioral 

Ami his fa.aily uy withdraw fro;n a blocked account to 

$500 per t•onth and to limit the witb1rarals from any one 

blockerl e.ccount to the same fi~·>re . 
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(h) 1 iscellaneous . C~nferences were held and an approval 

wire was prepared on an application involvine the payment 

of fees and the transfer of funds from one bank to arother 

ln connection with the sale of the ship Arena by a blocked 

Panamanian corporation to the Irish ~ree State ~overnr.ent . 

~'iss Uein and ""':nbers of the ad:ni istre.tive staff worked 

on t'n.is . 

A final report is bei~ prepared by Uessr a. Lesser and 

1 innick on the application of H. Peter Roessiger to be 

restored to the privileges of General License No . 42. 

1\oessieer was formerly the United Sta.tes reprosentati ve of 

the French dyestuffs combine . 
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1:r . Lesser held conferences Ylith counsel on the appli

cations of Jule and Suzanne Levee and David M. Van Buren 

to be restored to the privil eges of General License Ho. 42, 

84 . Hearinr,s (See January 1943 report, i t em 74) . 

Hearin~· s r1ere conducted on several aa1llca tions , two of 

\ .ich Mre uruier General Ruline ilo . 13 lind two for eenera1ly 

licensed status . Lessrs . Cassoday and Kutash participated 

in these hearings . 

(a) Ferro Ketal & Chefuical Corporation. A hearine 

w11.s conduated on the application for unblockint; filed by 

the ~·erro !:etal & ).:ineral Corpor ation, dealing i n manganese 

1\nd other ores . The matter involves the problem of ov.rner

ship of a blocked domestic corporation by a Swedish cor

roration, which in turn is alleEed to be owned by a 

..,er crally licensed national within tlte t:nited States . 

(b) Dr\ George J . Farber . A Gtneral .:ul:nr; :·o . 13 

hcarin nas conducted on the application for unblockine 

filed by Dr . Farber, r adioloe;is t at John llopkins and at 

one time President of the Bal~imore Chapter of the Deut~che

Amcricanioohe Berufse;enossenaohaft. Denatur alization 

rrooeodin~s against »r . Farber have beon author ized by the 

DepPt•t· ent of Justice . 
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(c ) Dr . Julius Weltzien. A hearin~ was conaucted on 

t e a1plication for unblockillf: filed by Dr . Vieltzien, for.:~er 

.rc~ldcnt of the Schet>in;_: Corporation of Bloomfield, !lew 

Jersey, And before that , president of Schcrinfi A. G. , 

_ rlin, "er .any. 

(d) ller_an Kollmar . A hearine; u.s held on Jerman 

:·.on . .ar ' a ap'plication to have :1is accounts WJblocked. 

::oll.nLr was for .. erly the :.erlin re_resent&tive of tae 

C~.ed.cal Bank & Trust Co . of !,en York. 

(e) Jacob Cohen. A heari"G ~as held on JacobS . 

Cohen' s 11.ppllcation t o be r estored to t he privileges of 

r.cuer11.l License Jlo , 42 by l:es.srs . Lesser and Cook. 

85 . Securities (See ~ebruary 1942 report , i tem 78 ) . 

b. rroposed puolic circular has r.een drafted by ressr s . 

!.~&ser lll'd !J.cJ<ermann .... nich Muld !rO},p it sales of 

• ecurili liS out of oonibus accounts or the de!'osi tin& of 

securities into oumibus accoWJta WJless tLc depos;.tinc bank 

either has disclosed the idertl ty or the benefi cial o~~cr , 

or hu certified that such benefioial Ol'mer ia of the 

same nationality as such bank and bas aerced t o disclose 

the identity of the beneficial ovmer, on r equest , to the 

• 
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united States mission. Exceptions are proposed for trans

Pctions effected under the neutral general licenses or 

1
·ut•suant to powers of e. ttorney i11auecl lo the bank of deposit 

,rlor to J.:&rch 18, 1942, 

SG. Currency Control. Discussions were held with 

rt.}resentalives of tLe _ritis:t E!nl assy and the State Dep.rt-

nent concerniDL securities and currency control "ith respect 

to rassen.,ers between t he \,estern :.e;..isphere ana Europe . 

_ritis'- re.;ule.tions for assen..,ers 1 est uound f rom "ttrope to 

t' .e './~stern I!e,.,isphere prohibit the taking of any securities 

••nd o£ all except small amounts or currency. A declaration 

Lo the effect that no prohibited sccttl'iti•s or r•trrency are 

carried is presently required to be executed before a 

_l'itish consular officer . It has been rroposed that 

rassel\;er s dest<ned £or the United States cxecu~e such 

aeclarations ';efore a United States officer an.' also thtt 

the stcurities re~letions be relaxed so as to pe~it 
~ 

.·ersons to J>ail the securities to &ddrcasees in the United 

K!.nedom or the United States, where they would be subject 

to local controls . Discussions were also held ooncern1ng 

oontebtplated control of securities &nd out•r.oncy carried 
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:" 6as,n..;<lrs eoine from tr.e Wrstorn :to lsi here to Europe 

I'll r>usin;: th roueh !?ritish or American ports . l:rs . Ro!';an 

s vorl,int, on t his 11ll' tter . 

A stud. was ,,,ade bJ !'r . ::oskovi t~ of Ue decrees of the 

Latin ;1: >erican repthlics relat.inu to currcnc;• C')ntrol e.nd a 

• · ' • 1 ~ s .'l'e, ' red contalnin: t' t !1'0\ .i.ololls o ~ the dec!'ees 

•r sneral countries bavin::; t',o bettor 1res o; control. 

A for of decree "as prepared wl ic't ~'>as a. s~thcsis of the 

best features of these decrees . 

1~ . loskovltz cousider ea a proposed aircram to t he 

.lt!sions , ln conjunction wl t h t he Admi nistrative Staff, 

roquestin!; informs.tion concer ning tho desirabilit y of setting 

a elate after which no currenc~• l';ould be accepted by the 

~r~asurj DP1art~ent on a collection basis . 
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87. Patents Pr oblems (See :ebruary 1943 re~ort , item 85) . 

Uron request , the LenO.-Lease .t.d u..,iatralion was presented with 

drafts of a s r ecial pa t ent reculati on desiened to assist t he 

transfer, under Lend-Lease ae;reeu1ents "ith Great Britai n, 

of ~ritish r atent rights ovrned by persons in the Uni t ed 

Sta.tos . The re£Ulat i on, i ssued under Section 5(b ), ~ould 

• 
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• 
rohi bit the transfer to any person outside of the United 

.)tet cs of rients with respect to Brttlsh patents but provides 

t'" L snoh ri;1hts 11\ll.Y be acquired by Lhe United States for 

J..f:lld-J.ease transulission to Great Britain . lT . Kehl worked 

on t~ l a r•tter . 

08. Trade and Comnmnicftion with Enemy Jiati onals (See 

.(lH·n~r~ 11143 report , iten 79) . The study of specific 

! r oble·.s and violations arisinr, in connection r:ith trans

ect i on& by A .erican concerns i n the European neutral 

countri6s rrith enemy nationals has been continued by I essrs . 

LRI'I'l er en•l l'oskovi tz . Letters lnvolvinc these problems were 

sent to General l.lotors Corporation, Acheson Grafite Company 

11nd r:ast!.1an Kodak. After conferences were held with 

r epresentatives of General Jotors Corporation, that concern 

e" reed to instruct its subsidiaries in Sweden and Switzerland 
u 

and its azency in Finland not to engaze in any transaction 

71ith an enemy national, to comply with General Ruling !io . 11 

in all respects as a standard of conduct, and to consult with 

end obtain the advice of our Missions . 
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1\n explanation Yras requeste1l of the Stannard Oil Comrany 

<>f j;cw Jersey concernine insurance on oil sent to Spain, 

effeoied wi th Hispano AlnericanP. de Sec,uros, a Spanish 

inRnranco company which is presently oeinr; investigated as 

r .~saible Axls cloak. Mr . Kehl is worvinc on this . 

• essrs . Lawler and !oskovitz are consaering the proposal 

by th~ StPte Department to revise t~e lioensinz practice 

~ith res,ect to transactions by American firs in the 

1;11 ropean neutral cmmtries "i th fir s in enere:r territory so 

cs to re.ose creater authority in the London l~ssion. Also 

e 3tudy is bein!: msde , particvlfrl y dth respect to Switzerland 

nnd SVIeden, of the necessit y o.nd ndvisability of re tai nine 

licensinr 1111thority in Washineton to be handled through the 

~~rent offices of the American flr~s involved so as to 

evoid political and local rerercussions . The study also 

involves consideration of the ~rtinent local law. 

The Circular Instruction lo the 'issions deelin~ with 

th~ handline and processine of applications involvinz enemy 

natio1els who ere not also procl aimed list nat ionals bas 

been revised by Messrs . Lawl er, Aarons and J!oskovitz aft er 

conference with a repr esentative of the State Depar tment • 

• 
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!t .:;.t>lt u11\.es G t or it. to t' e ll5sions to act in certain 

tyros o cuscs e.nu o •tlines ti osc ln " jch ac t ion u.ay be 

tf 1· n 01ll~· in .~ashinvton . 

325 

Control o<' :rrr. "'ic l n ~'lJ.a, ,c iPl !nstru..t~nts . Further 

d t~lo. tnts too' fl"-CE in: • , I'O I'L co t~ 1lrtin;; control 

or tr f1ic in chec' ~ . ur•fts , ills of txc' anue , and 

• ro is so:-: no tes I" • c· l- e •e"n 1 i t:1in vt rio us locked 

cotL-tr · eG . D::c•Js!>.:.ors T~re ;., ld "' . th t'.e reprcsentati ves 

\lf t ;:ite te D(;rtu•t .. <:nt , Odice oi' Co:sorshir, and the 

.t• ' tish h.nl>assy concerninL l 10 (,encra.l n11llnL uui t he joini 

.,tnsorshlp Directive to be haued u~ tl,e United StRtcs and 

·rltish Offices of Censorshit . : ·r . Aurona and J'rs . . :ogan 

coorernhl r.itl.a t e 1£ ' tro of t .. c ~d.~iristrAt<ve staff in 
j 

stud. i 11u 8 "<' l'evisil!u i nstnc• :(I 8 t o l£ Hl t ~>:• t:.e .)tpte 

~t~o rt e~t to tne tnited Stat~s s.i.o' s al•roRd, • nci in a 

.c: .oran'ua to t c 3tate De, rrt ent ex bini •u t e . ur:oses 

oi' t1.e General t.uling . ::Ourther cirafl' ~::. T ork is bein., cione 

in connect' on 1·•ith the press release nnci custoas inst r uc

tions whicll will accOllliany tJ,c l'cnerl\l Ruline; . 

90. Property Census ;{e}orts (See February 1943 

r el!ort , ite1a 87). Continued drd~tin;, l"Ork was done on 

• 
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Anr1 mect\n~s neld 'ith r epresentatives of nrions industry 

~ronrs , incl ndinr; bat.kers, broke t;s, htporters, exporters, 

j osnrr•r•cc roprcswte.ti vee, and railroads by l.!essrs , Arnold 

or •l '\~eves vri t h r epresenta.ti ves of J'onotary Research 

li• ision . 

91 . Alien Propertv Custodian ~elations (See February 

l ~3 rt. •art, iter 86) . ~embers or the ac!.llnistr ative staff 

and ! essn . Ul'ller and Warner \~orked on a ! raj ect lookir.g 

to·raru t.c salPtion of pendine i nter- onctodian problems, 

'rith particnlur reference to t:1e rro~lem of securities 

l'hysically located i n oue country Rnd issued by a corpora

tlon do .. liciled in 1mother co•mtr y , 

Confn•cncos were held with represcntdi vcs of th~ 

O!fic~ of the Alien Property ~usto~ian relt tivc to the 

rrocedure to be fo llor.ed by t' .e Treasury Der artwent in 

reltasin~ control (1) of sr~cial acco•mts ar•sin_ un~er 

Alien Property Custodian General Order l!o . 11, in connec

tion with patents of blocked ne.tione.le and (2) of interests 

vested by the Custodien i n estates in which t here are 

both enemy and non- enemy blookod interests . A proposed 
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a e ent to Coo ~identie.l Chcnle. r J:o . 160 relat ive to the 

lnt ter l ''o lG • nas rrepared by ! r . Cas soda. and }:iss J:lein. 

1:1· , Lavtler held conferences ?lth representatives o£ 

t ~ ·f.lltn l'ropet•ty Custodie.n a11d the Office of Special 

.:;crvjcc v ho have under co •s i drr8.tl on tloe reorenin:; of' the 

;.)ilrsinr-A cr· can Cor;'oration case, involvin~ a loan of 

,:<,700, 000 fro· Il'.AP to t e SilEsian-A erican Corporation . 

92. Practice of Attorr.evs e~ot•e •orei n Funds Control 

(St~ Ja.nucr; 1Jt.3 report , ite .. .;5) . A circular was prepared 

by 1 esst•n . Aarons e.nd Brenner for dietril••tion in th~ :!edera.l 

,,cs~ rve a.nks and in "fashin:;:ton v.ith respect to the practice 

of ~ttorneys and other rer resentatives bofore Foreign Funds 

Control. It instr ucts all offlc \ale Ill. e .. tployees not to 

reoownille any ettnrne;r l1h0 hss heen dillb~rrP.d fro rractice 

tcf :-e 1'e 'l'rct~sUl"' D£ art • t . . -
93 t h D (s J 19 '3 .L • ... ~ ... ) 

• Du c ecrees ee nl'\ 1nr! " reror., J.•e• c~ • 

!:r. ::J.nskoff conferred r.itb !~ . !~ec/.T:ort•, of State De!'art

.. ent concern in.., t he course to be adopted ir cor.r.ect~on ,. it!. 

the two t•ocent Dutch Decrees . •rarious Tro\,lf. s \.ere dis-. . 
c•tsood incidental to the tn«: of rooocni tion tltat should 

be extended to such Decrees and whether t he 1ueans for 
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cxteudi.~~ t .e recovnition should also be a vellicle for 

clc.r;.fyinv t•1e State Depart ... ent ' s position on t ue orl.:;i nal 

ll< oJ•co or ~&!' 24, LAO . Also cousldcred wct·e t hE probl eu•s 

in~Jhcd ln de~llnr, v•ith requl.sltioucd tt•oport •. of Dutch 

a'i.i.o •1 s . A t«lu.or andum W&S mitten setti•lu i>orth at 

len:th t c n9ture and sub ject. •&tter o£ these discussions . 

54. • .:.sce11~:.heo >s Studies, ' euora.nda. and Le ·al Froble .s 

(.:) cc :i'eb1•uar. 1943 report , itew.oO) . {a) Post-r:e.r (See 

:c.,rcr.J·l 11.~3 report , ite 64 ) . t.or·tinuoa consiC:eration is 

be;.nu clven to international fimwcial 1n« econowic post-v:ar 

rrorlc G. 

{b ) General ,tulini, llo . 11 r evlsion . Fw·t.her dre.ftine 

r.ork h8 o teen dol\e and ... etuornnda p•eFt.red by :•essrs . Alk, 

·oskovitz ana Daun nith resrect to revision o~ ~cncral 

{c) St.a.ndards o: con?uct . A ruLlic intcr, reta:ion 

' d &ll a..en• .ent to General l•1lir..,. !'o . t. y;erc dra!'ted b; 

::esors . Cassoday, Locl:er, and ::iss !:ltlr, . d tin~ forth the 

~ ta.ndaJ•<1. of conduct to be fo11o\'/cd by persons dealing with 

nallouals of blocked countries r esident in the Unlted States . 
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! .. c?nnecti.on vlth tll.is rro ... ra:n , t stud!' hu b~en !r.&.de by 

.'t33r5 . Lusscr a11d Cook of all.1lnistrative orecedents e.nd • 

l<vPl 80U I'COS l.S to t•16 detflil rrop~rly to be Clnployed in 

lv lsir! ... tno publlc whe.t stl'\~ s need be taL en or omitted in 

t r tv Cl.void violatinu an ultLoate l'rohlt>lt.ion. 

329 

( • ) Pr•cferer:ces . I n connt cti.on w i. th t 1e reconsider·ation 

of 1..• "c.art .fnt ' s "prefererce .olicy,• a study has been 

"de b. l'•asrs . Lesser and Cook corcnnir. ... t: •• ri.:..hts of 

o eatic creditors t•ith resrect to rro1•crty of absent 

.tors . 

(1.:) Jore i gn Exchange . 
~ 

Tht stud~ or epplications for 

llcens1 s lo al:e reJnlttances to Ol' r eceive re•aittances 

"i·o ~ 5Yfli:terlanJ in con.nect.:.on v l tn c"rrer•t foroi:;n exchan::_e 

• r~bl< s i:J i c.i.n~.o cor.tinued by ;•esSI'S . Lesser ~o. .. u ::arolan . 

(f) Po~ ers o: Investi .. aiior Qnd Lnforcc-ent umler 

s~ci.~On S( b) of tne Tro.G..i.n, wit! t •. e rnCIAY Ji.ct . ;.:r . Johnston 

• re ra t•eo. 11 ~aemoranawn di-scus sir. ... in cl.t la~ 1 br sut.roena 

po~er and t he power to conduct searobcs ann sei~ures in 

cormeotion wi. t h the enforcement o£ section 5(b ), as well 

as verious other legal and administrative avenues which are 

ava.ilablA for this purpose . 
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(c) Fom TYR-300 - Disclosure of Infor •. ,ation . A 

.t .orandurn, dealinc l'f l t h the considentiona involved in dis

clt~o iu~ to Ue Dutch Government ini:or.uo.tlon contained on 

:?~r 1 Tn- 300 regardi ng their n*tlonnls was prepared. by 

:.1• . · insl.o££ . lu:lon:; t~.e pro'le •a di~cussed 1·;ere such 

<to ~ ns t e le~al liability liY.6l. to be incurred as a 

t••sult of sucu disclosure , t1 e oral obli~atior o•·:n::;. to 

tho ers.:>r ~ y•ho risked .auch i n orilc1' •0 co ·l'lY d th our 

Crcler , t,le .,ood \'il l features of t •.e l rovle , U.e 1ep.rt-

' r.t 1 s put. llistor y i n cleeline I' ith other silllile.r re<J.uests , 

t1•t Pititude of the "'ritish ln h"ndlin._ t e analoeous 

sltu~iion ~lith resrect to inforrnatlon secured by thmu, the 

lrec 1.ica.l difficulties willcll beset t"e £vrr.ishinc of such 
• 

inforrna.tion, particttlarly at t1.e present tir.ce , rnd ti•e 

.,rounds for distir.guishin._ the Dutch re<J.ueat fro.a t l.at of 

th& Unit.ed Kinzdoa. On t he basis o: t " • .~l.sis of t!te 

various tact ors, ti.o conclusion is reecl eil t hat it noulil 

not be advisabl e to comply Ydth t e re'luest of t he Dutch 

~overnment that such i nformation be made available to it . 

(h ) Dubonnet Interests , Plans ror r:orlrine out a 

lf:r,al basis f or th e operations of t he Dubonnet i nterestR in 
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t is co•mtr;·, batt wit!. respect to t~tc Execntiv~ Order e.nd 

vu•ia·•s state statutes with w' ich they must comply, were 

<1iS01188Cd by the repre.sen t atives or the Dubonnet interests 

and !J• , Le.nl~r· end ::iss l:lein. 

( i.) !tnlings , 

t:e i'e Pd~ , i cl il•-J.n_ the follow·n~ : 

f.. license i:: not nectsse.r!' i n orcler "or a tloc;.ed cor-

,o~ation to s i. a ~lhn of reorLai izat:on under Ch£pter 10 

of t r !,e.tior.el Be.nkl>uptcy Act ; 

r,ovt rnmcnt a~enci6S ,ckin~ rnymPnto to fiF.~S ln the 

United States who are doint. business on b.ehali' of blocked 

nat ·.onnls need not inquire whether such fir s have a 

license to receive paYl\lent on be hal£ uf such blocked 

ne.tione.ls ; 

The tre.nsl:lission of a por.er of t.ttorney to Sweden on 

bebe.if of an American hei r of a Swedish estate may not be 

effected pursuant to certification under General License 

!;o . 49 ; 

The proceeds of the redemption of United States Savings 

Bonds ro,istered in the name of a husband and wife , only 
~ 

• 

' 
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one of wt.o '' is a. olocked national , should be derosited in an 

B.•rropri.ate blocked account , rer;~rdlees of whether the 

rr'J.ll~st fol' t•edenLption is !Dllde by the arouse who is not 

l>lor.1 od; 

The llll.~'lllent i nto a blocked account of t. <' proceeds of 

tl.P re<'e.n_ tion of bonds purohueod in Rau.ii but not bearinc 

th~ r~strictive phrase "Subject to Ex~cutive Order !;o . 8389, 

as a enaed" is mt re~uired by tie .ere fact that the 

re~islored onr.ers are Japanese nationals rcsidins in e 

rsr relocation center and are t c or~crs of other. bonds 

bnPri~ the re~trictive phrase ; 

In view of General License !lo . 37, bankinc institutions 

lr t 1e t nited States ll;ay cor.tlnuc to .• vY.e all pe;rt~ents , 

transfers and wi tbdraVtals fro; accow•h of service .en who 

are reported missinr; or captured; and 

!io •1•rlication fo r unblockinr, or rt'luest for a hearin!: 

under General Ruling Uo . 13 will b~ entertair.ed until 

neoess&l'y T~'R-300 r eports have been :filed • 

• 
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95. Silver (See February 1943 r eport, item 89 ). 

The War Production Board request ed the views of the Treasury 

De11artmcll t with respect to t he llSe of Treasnry silver by 

the Defense Plant Corporation in overhead high-voltage 

rower lines . After determining th~ t 811Ch power lines 

vere a p11rt of the plants of pov.er oompenies, the Depart.ent 

il'for ed the War Production Boerd erd 'he Defense Plant 

Cor. oration t hat Lis use was within tne scope of the 

contract of l .ay 6, 1942. 

A cor· tract '1as entered into 1 etween the Secrehry of 

thr Treuury o.nd the Yteta.ls Reserve Co1apany which provides 

for purchases by the Treasury for tbe account of t he lletals 

Reserve Company of silver contained in eold deposi ts . As 

a result , the depositors will obtain the r1arket price for 

their silver but the Treasury will continue to quote a 

price well belo~ the L&rket in order t o discot~age the sale 

of silver to it . In addition, the stock pile fo r critical 

war uses will be a~~ented by approximately 1, 000, 000 ounces 

per year. 

In its efforts to obtain an appropriation of $4, 000,000, 

to cover the accounting loss whioh will be sustained when 

• 
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uncurrent silver dollars are ~elted , the Bureau of the Ylnt 

,.,et l'lith resistance from t he Senate Approprla tions Committee . 

In aooordance with t he Committee ' s suet,:estion, an amendment 

\'I&S dr afted which, instead of appropriating funds , provided 

that t he loss should be charz ed acainst t he sei~niorage 

oht~ined when this material is coined int o subsidiary silver 

coi'l . 1'cssrs . Aarons and ::renner worked on these matters . 

96. Chinese Stabilization A ree&,ent . The Stabiliza

tion Board of China. found t hat it had acq>Jired lar:;er 

dollar balances under t he Stabilizati on Avreellient than it 

needed . Consequently it wished to convert a portion of 

these dollers into yuan but only i£ by do i n£, ao it woul d 

not red nee the total amount of dolle rs vti1 ich v1ould be 

ava.lbble in t ile future . The Board was infor •.ed tbet the 

Treasur y felt that such a conversion would not reduce the 

amount available in the future . It was also s~ested 

that the Board follow ttis procedure in the future since 

it must pay interest t o tue Treasur~ on yuan balances 

which the Treasury acquires in return for t he dollars, end 

t his interest exceeds t he ee.rnine wJ, tch the Board can 

obtain on its surplus dollar ba.lancea . J:essrs . Aarons and 

drenner },a.ndled this matter. 
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uncurrent silver dollars are a.elted, the Eureau of the Yint 

tt.e t l'lith resistance from the Senate Appropriations Col:llllittee , 

In accordance with t he Committee ' s suee eation, an am~mdment 

was dr afted which, instead of appropriatine funds , provided 

tho.l the loss should be chareed agai_nst the seicniorage 

ol:tllined when this material is coined into subsidiary si iver 

coin . ''essrs . Aarons and.trenner wor~ed on t hese matters . 

96. Chinese Stabilil:ation A<'reeL.ent . The Stabiliza

tion Board of China found t l.at it had fcquired larger 

dollnr balances under the Stabilization Ayreenent than it 

needed . Consequently it wished to OOIIV&rt a portion of. 

Lhese dollers into yuan but only if by doint, so i t would 

nol rednce the total amount of dollers wi1ich would be 

•vaihble in the future . The Board was i nfol'l!led that · the 

Treas,~y felt that such a conversion would not reduce the 

aa~unt available in t he future . It was also ~ugeested 

that t,c Board follow tlis procedure in the future since 

it must pay interest to t ue Treasury on yuan balnnces 

which the Treasury acquires in return for the dollars, end 

this interest exceeds t he ee.rnine wJ, loh the Boar!l can 

obtain on its surplus dolle.r balances . J:essr s . Aarons and 

3renner handled this wAtter. 
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':'I' ~ono· :n_. work v<as done under t• e supervision of 

,.r . }:lr us , Special Assistant to the General Counsel : 

9?. Investigation of Subversive Tnx-Exem.pt Organiza

tions. (Sec February 1943 report, item 9(e.), page 120) , The 

:rcli~innry r.ork in Pal o Alto on tho A<erico. First Co~ttee 

e3 een completed and reports have been su' itted, both on 

the finanoj,al aM other e.srects of t ile A..lerica First 

o:-,anization . Further instructions have been requested and 

t & rropose.l made that t'.e field inveati< ation, for which the 

Palo Alto lnvestipliion we.s a necessary prelimi11nry step, 

should be undertaken in Chica~o , Ne1, Yo rk, Philadelphia and 

ta shin;cton, on Ylhich a considerable nwnber o£ hads have 

•,nen found . 

A study is belnr; ::te.de of the reports an' various docu

·•nts, mostly in Ger_an, sent in for translation and anolysis 

tro:a Chicaeo , !lew York, Philadelphia, ualtimore and Cleweland, 

1 ~ere more is bein~ learned about t he pattern of German 

orcanizatlone and their relations to the Auslands Institute 

in Stutt&art and the Vol ksbund fuer daa Deutechtwn in 

Auslo.nd in Berlin.. Additional suspect American or&llllizations 
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.rc undet• study, such as -- t he Nationa.l Gentile Leae;ue 

(Don~ l cl Shea. ), which bas e. tax exemption; Technocracy (for 

v•• ich nn ap!Jlicatiori f or exemptlon ic pending); and the 

An~lo-Saxon Federation. JJ> , Y.lans conduct ed oral examine.

t'ons r.>f :Fritz 0 . Evers i n Ealtinore (connected with the 

"•r nn c• lt~ral r.or~) ar.d Konrad EL elhardt i n ITew York 

(htad nf .tt• Inter atioll8.1 r.encva Ass~ci ftion , cor.sistin£ 

ltot..;el. o• ~cr..lln waiters tnd hotel s~d l'estaurant enployces) . 

98, Internal Sec11rl tv Liaison. !!l.terial aeri ved from 

Jt•lclies has been di stributed to other apcncies ; in par ticular, 

Lhe names of members of the Teohnolorlsts Association who 

rre em1•loyed in tbe Federal Government were turned over to 

the Attorney ~eneral . A study was completed of t le emrloy

·ent files o~ the Soard of .rade for Gcr•:;a.n-A.erican 

Co . .:"lerce , an orzaniza.tion actually controlled by the l;er.:an 

"·overllJ!Ient and the I, G. ?arl:en, &ltd incri tin6tinv letters 

have been photostated and turned over to the FBI . lir. Klaus 

has acted. e.a an intermediary in tnrnine over to the F.!l i , 

OSS , BEW &l.d other agencies various u~terials under study 

i n this Department W" ich may be of importance in the 

• 

•• 
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rrtparation of criminal cases or fQr studies in aid of 

.rorosed milit~ry campaiens . Conferences were had wi th 

l'~pt•esrnb ti ves of the Depart111ent of Justice concerning 

~he ~"kin~ of criminal cases baaed on t he activities in 

t is co•1ntry of t"le Volksbund fuer das DeutschtU111 in 

Auslen'l aHl t ' e Aushnds Inst\ tute , 

90, !:is.:e lleneous , A stu y Yl&s :ade for J:r , Earry 

~nile • "Clarinada,• an anti-~cerican, pro-Axis sheet 

_ul lished in Ar..,entina . Close liaison w~s continued i n 

the interchan:e of intelli!;ence infot11.atlon with ae;encies 

such as OSS, FBI , riD, ON!, State and ti•e i'iu.r Policies Unit 

of l ho Department of Justice . Thirteen persons from 

<oreiun Funds Control were ae;reed upon to have direct 

eccesa to confidential Jlie.terials for use in Foreie;n Funds 

lnvesti~ations ; t is continues a prac t ice which has been 

in existence since tbe beeinnlu or l 1.e exercise of freeziJij 

controls against ~is nationals . In aodition, ~. Klaus has 

continued to send to Foreien !lu~ns su,eestions reeardine 

the advisability of blocking individuals and enterprises 

ao Axis nationals • 

• 
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TREASURY DEPARTMENT 

INTP OI'I'ICK CONMUNICATION 

DAT& 

TO 

... ow Mr. 

Subject: The neae Situation, 
Week nd1ng Ma7 l, 19~). 

8\Uia&l'l 

Wage cont rol: Retueal of the United IU.ne Vorkera to euba1t 
to the )ur1ed1ot1on of t he liLB i n deaanda tor h1gher vagea 
i e the aoat oonapiououa but b7 no aeana the Onll evidence 
ot l abor unreet oTar the vorldaga of the hold-the-l1ne 
prograa. Ae lUI adJunct of wage oontrol, the CIO, the AFL 
and the railroad brotherhood• ban deaanded that l1Ting 
ooata be rolled back to the l evell prna1ling on MaJ 15 
~~. . 

Prioe control: Although OPA 1 a newl7 announced ~point program 
t or prloa control ie largel7 a reiteration of previousl7-
etated objeotivea, the roll baok of prioss of meats, 
vegetablea and oottee would r epreeent a eubstantial 
achievement if it can be eff ectively aooompliahed. 

Oommod1t7 pr1oea: Bae1o oommod1ty pricee continued to move 
In a narrow range last week, although pricee tor hogs and 
ateera dropped for the f ourt h ccneecutive weak. During 
the month ended April 15, pr1cea reoe1ved by farmers rose 
mora rapidll than pri oee paid, and ae a result farm prioea 
aTeragad 114 percent of parit7 ae compared with ll} percent 
on Marcil 15. 

Ooal a1tuat1on: B1tua1Doua ooal production thus tar i n 194} 
h&a run abOut 7 percent above laat 7ear 1 a levels, and 
nation-Vida atooka are aat1aated a t about one month's 
1Uppl7. BoweTar, due to uneven d1etr1but1on of stocks, 
oeaeation of coal output would toroe man7 plants out of 
production auoh aoonar, and aoma our ta1 llllenta would be 
neoeaear7 TarT qu1okl7. thul it 11 reported t hat production 
at the Pitteburgh and Youngetown plante of the Oarnegie
Illinoie Steal Oompan7 would ehow ae muoh ae a 10 percent 
drop W1th1n ) or ~ da7a attar ceeaation of ooal mining 
opera t1ona. 

- - - -

• 
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Wage atabili&&tioa oriaia aeara 

Inoreaa1ng diaoontent ot labor groupe oYer the working 
of the bold-tha-l1ne program rapidly aoYed toward a climax 
l aat week, aa retu .. l ot the United Mine Vorkere to .ubm1t 
to tile Jur1ad1ot1oa of the WLB precipitated a t•porary ebut
dovn ot aoet of the aaUon'a ooal lllnee. In oomaun1oat1ng ita 
attitude to the Preeident, the UKV olaiaed that 1 the National 
War Labor Board i8 airowuoribed and prnented troa aaklng a 
deoia1on upon the bae1e of eqUity and Juat1oe by the policy 
ot restricting eYery deoia1on to the baa1a of the Little Steel 
formula . • On tbia ba8ia the UMW oontende that all their 
requests 1n the wage oontroYarsy would be denied. 

339 

Vhlle the ooal etrlke oYerebadowed other deYelopaenta, "• 
discontent with wage and price stabilization policies wae by 
no means confined to the United Mine Workers segment ot 
organized labor. The OIO, tile AFL and the railroad brotller-
llooda Jointly demanded laat week that the Gover1111ent 1mmed1ately 
put 1nto etteot a Y!goroue pr1oe pol1oy 80 that living ooata 
oan be rolled baok to tile lnele prn&111ng on May 15, 1942. 
Earlier , the Un1 ted Alltoaobi l.e Vorlter8, 1n a publlo adYertUecent, 
contended that the OP.f. 1a 'r&111ng to do 1t8 Job, and advocated 
tilt rolllng back ot pr1oea to Septeaber 15, 1942. In add1t1on 
to other atepa, the UAW alao wanta a reatoration ot WLB 1 a 
power to correct wage inequalities, and an equalization of wage 
ratee to aYoid the need tor job freezing. 

OPA J)l"ollleee toner prioe policy 

In an obYioua ettort to plaoate the demands of labor 
groupe and to rebut contentions ot the atriklng ooal miners, 
Prioe Adminiatrator Brown near the end of the week launched a 
4-point program to control, and in mfDY inatanoea roll back, 
the coat ot l1Y1ng. Briefly, the program's objeot1vea are aa 
tollowa: 

1. 
2. 

To extend price control to eYery iaportant oo-od1 tY. 
'1'o roll baolt pr1o .. Wll1oh haYe got out ot band. Among 
otbera , ~ pr1oea ot aea~ treab and canned vegetablee 
and oottee Y111 be rolled baok. 
To aetabl1ah dollara-and-oenta prioea tor tooda. 
To proaeoute o.b.1aelere, raoketeera and blaolt aarltet 
operator a. 

While tbe8e objaot1Yea are largelT. a reiteration ot preYioualy 
stated &laa the apeoitioally- aentioned intention to roll b&olt 
prioea ot meat& Yagetablea and aottea repreaenta an advance w.b.1ob, 
1t aaooapl1ahe4: abould go tar toward qUieting d18aontent oYer 

aoaring llYiDC ooau. 
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In answer to ola1lu ot the etr11Ung ooal 1111nere the 

Pr1oe Ma1n1etrator pointed out that 1n January ot thl. 1 year 

average hour~ earninge ot b1 tlllll.noue coal 1111nere were 22 per

cent above August 1939 levele, While weekly earninge in 

retleotion ot longer houre worked, were 53 percent hlgher. 

In contrast, the coat ot 11ving aa meaaured by BLS data roee 

onJ.y 22 percent during the l&llle period. While 1t wae adlllitted 

t hat the BLS index underatatee the riae in 11ving ooata, the 

Price Ada1n1atrator contended that the 1111ner'e weekly pay 

envelope 1n Janua.ry would etill buy 25 percent more goode 

t nan 1n the summer ot 1939. 

No mention wae made ot tile oouree ot 11ving ocate and 

coal m1ners' wage rates dur1ng t.tle January 1941 - H.ay 1942 

period covered b7 the 1Little Steel• wage tormula. However, 

1t W111 be remembered t.tlat , tolloving a strike in April 1941, 

t he baeio daily wage tor bituminous coal miners in t.tla 

northern -'Ppalaohlan area was inoreaeed e l per day to bring 

t.tle basic rate up to $7 per day, and miners in t.tle southern 

area received an even larger increase. T.tleae increases more 

tllan made up tor t.tle 15 percent rise in living ooata during 

the period. 

Coal atrike would aer1oualy end.anger war production 

Aa1de troll the implications ot the coal-wage controversy 

in the struggle againat inflation, it the coal strike a.tlould 

be resumed atter the 15-d&y truce it would gravelr threaten 

tne war production progrea. Fortunately, coal production 

in recent montha .baa been running at a very high level, with 

bituminoue coal output since the beginning ot the year 

totall1ng about 7 percent higher t.tlan in the corresponding 

period a rear ago. (Bee Chart 1.) Nation-vide coal atooke 

above ground at the preeent time are estimated to repreeent 

about 30 4&7• aupply, although numerous planta, particularly 

smaller onea , Will exnauat tneir coal supplies in a much 

mort er t1lle. 

One ot the tirat and moet important ettecte ot a 

stoppage ot ooal 111n1ng voul.d be to cause a drop in eteel 

operationa. While t.tle u . B. Steel Corporation is reported 

to have enougb coal tor 2 or 3 weeka, it ie aa1d that the 

Pittsburgh and Youngatovn plant8 ot ita Carneg1e-Ill1nou 

subsidiary would ehov a a aunh ae a 10 percent drop i n 

production V1th1n 3 or 4 da;ya atter suspension ot coal mining 

operations. At preeent unusually high levels ot operation, 

the steel induatry require• large euppli es ot beehive coke. 

These coke ovena are ted directly troa the a1nea, eo that 

suspension ot 111n1ng operations would be alaoat i mmediately 

retleoted 1n beahive output. 
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The threat to ateel operationa oomea at a time when 
steel output ia running at an unprecedented rate.. Steel 
operations last week were aohaduled to rise t o 100 percent 
ot oapaoity tor t he first time this year. On a tonn~e basis 
t his is the highest production rate ever attained in the 
induotry. Reference to Chart 2 will show t hat the coal 
str1lte in April 19~1 caused the steel operating rate to 
drop 5 points in the course ot the month. 

Commodity prioea ease 

Commodity prices in t he wholesale markets have recently 
shown some evidence ot stability. Tne BLS price index ot 
28 basic commodities has shown no important change since 
early Maroh, With the more r ecent tendency slightly downward. 
(See Chart 3.) The BLS all- collllllodity index baa held 
praotloil!.r unchanged i n the laat 4 weeks reported. Pri ces 
in the commodity markets moved in a narrow range last week 
and trading was quiet, With the index ot 28 basic oomcod1tiee 
showing a loss ot 0.1 percent. A decline ot 1.6 percent in 
the price of steers and l.J percent in hog prices were the 
only noticeable changes. . 

Hog and s t eer prioes have now declined tor the fourth 
consecutive week, or since Food Adm.inistratol· Davia first 
warned that ceilings on live hogs would be imposed i f hog 
pr i ces did not reaGh a level i n l i ne with the ceiling price 
on pork. At the end of last week the BLS reported hog prices 
at $14.70 per hundredweight, representing a drop ot $1.25 
rrom the higb reaGhed at the beginning ot April, but s t ill 
20 to 45 oente too high in relat ion to the pork ceiling. 

Farm prices higher in April 

Shnrp price i noraasea i n the fruit group cont inued to 
lead the r iae in farm prices tor all groupe ot tara products 
in t he month ending Afr il 15, the Department ot Agriculture 
reported laat weak. See Chart 4.) L&rgal7 ae a result ot a 
seasonal advance in the prloe of apple& , the index of fruit 
prioea roaa alaoat 10 percent during t he month, and at 1g9 
was 6o percent higher than a .rear earlier. Grain prices roee 
moderately, dominated by the upward reviaion in the ceiling 
price t or oorn. Although egg production in March was at 
reoord le.vala eg5 prices declined only fractionally from 
mid-March to .id-Apr1l, and a aeaaonal inoreaee in the price 
ot ohiokena ra1aed t he i ndex ot chiokena and eggs over l per-
cent. 

truck ~ro~~~7b§r'~~"tfei0 .tftl:1~:.~Fn~RSa~~~t mgnt~e~:nt 
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above thAt of April 1942. I n the m1eoellaneoua group 
aubetant1al ga1ne wer e registered in the pr1oea of ' 
potatoes, sweet potatoes, flaxseed, wool, beans, and 
peanut a. 

The combined index of prices reoeiYed b:y farmers rose 
nearly 2 peroent during the month ending April 15 and ia 
now more than 23 percent higher than last fear. Binoe the 
gradual adYanoe in pr1oee paid b:y farmers (inolud1ng interest 
and taxes) lifted the i ndex lees than 1 percent laat mont h 
farm product prices aYeraged 114 percent of parity as ' 
compared With 113 percent in the preoed1ng month and 99 per
oent in A~ril 1942. (See Chart 5.) 

Oold weather damages orops in Eaet 

Abnormally low temperatures over the eastern half of· 
the country during the past few weeks have damaged early 
fruit and truck crops in that area, delayed growth, and 
hindered farm vorlt , according to the latest reports of the 
Weather Bureau. Froete have caused aer1oue damage to truolt 
crops 1n moat aeotione from the Lake region to the Gulf 
States, partioularl:y affecting beana, tomatoes, potatoes, 
and other hardy truck crops in the area from t he Carolinas 
northward to the lower Ohio Valley. The recent freeze 
during the blooming eeason has largely destroyed the early 
fruit crop in the Central Appalachian region, and earl:y 
apples were damaged ooneiderably. Moreover, the cold 
weather in the eastern portion of the country hae dela:yed 
corn planting and hae retarded the growth of winter wheat 
and the greening of pastures in thAt area. 

On the other hand, oondit1ona 1n the Great Plains 
region during the paet few week& haYe been generally favorable 
for growth, With recent temperaturea aboYe normal. West of 
the Rookiee t he weather recentl:y haa been alaoat ideal for 
all agricultural operatione, eepeo1all7 in the Pacific area 
where the eeaeon ia vall advanced and general prospects are 
unu.u&lly bright. Winter wheat had made good progress ~ 
the area vest of the K1 .. 1ee1pp1, and corn planting has ila4e 
good progre .. in that area. Paature oond1t1one are l&rgel:y 
faYorable i n the veet , exoept in the eouthveet where rUn 
18 urgentl7 needed. 

Br1 ta1n espanda agricultural production 

The euooeee of Br1tilh agriculture 1n suppl:ying war
t i me food d .. &Dda 11 indioated b7 large inoreaaee in the 
production of etaple f oode, and b7 ehifte in production to 
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those fooda Whioh Will ea·u the largest uounte of anential 

shipping space. Deepite a decline of nearl7 S,OOO,OOO tone 

in annual i .mporte o.t taedatutte, millt production baa in

creased oYer pra-var leYele. The production ot potatoes 

and sugar beeta ia estimated to haYs increased about SO per

cent, and turn1pe e.nd aaangolde about 15 percent. .U.oat 

the entire eupplT of green Yagetablee ie nov produced 

domestioallJ, and it ie eatimated that domeatio consumption 

has increased 30 percent. 

The wheat aorease vas u;pe.nded almost 50 peroent between 

1939 and 19~2, and praotioallJ all tha crop is nov devoted 

to malt1ng flour, unlike in the pre-war per1od vben about . 

two-thirds vas used for animal teeds. The increase 1n 

production of wheat and its allocation to human consumption 

has reeulted in the eaving of eoaae 1,000,000 tone of shipping 

apace in the past 1ear. The diversion of wheat to human 

oonauaaption , aa well aa the ourta1laaent or importation of 

teedstutfe in order to eaYe shipping epaoe, has neoeaei tated 

a great reduction in the numbers of liveatoolt and poultrJ. 

Combination of methode utilized 

The varioue steps taken b7 the British Government to 

stimulate asrioultural production, according to a recent 

issue of Foreign Agriculture, may be olaaaified as follows: 

(1) expanding acreage, (2) increasing efficiency, (3) ensuring 

an adequate labor force, (4) improving marketing prooaeaee, 

and (5) use of price induoemente. 

An energetic oampa1gn was inaugurated to increase the 

crop acreage by ploWing up graealanda, avamplancta, and 

marginal land covered with t hickets, the Oovernaent paJ1ng 

a eubeidJ for avery acre plowed and p&Jing the entire oost 

of dra1nage and cleari ng. Scientific methode vera teated 

on different typea of land and brought to the notice of 

leading faraaere through special demonstrations. Farm 

maoh1nery, aoqu1red by the 1Un1etry of Agriculture and under 

the control of the Count7 Agricultural Collllll1ttee, vae used 

t o auppl811U1nt equ1paaent owned by faraaare and ploWing 

oontraotore. It vae the duty of the Comm1ttee to eee that 

all equipaaent, both private and Government-owned, vas tully 

utillzed. The uee of tertillr.era vas encouraged by loane 

and euba1diea. 

The tara labor abortage hae been aet b7 varioua 

exped1ente. In ordeJ' to atop tha aa1grat1on of labor froa 

farms vagee were increased and a national ainiaua wage for 

tara iabor vae rued. Thia vae tol}.oved by an order forbidding 
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industrial employers to engage tarm workere , and making 
termer agricultural laborers who had aooepted industrial 
employment ineligible tor reemployment in industrial 
oocupationo . However, the moat important source or 
auxil iary farm labor supply baa been the Women's Land 
Army, composed ot women Who have enlisted tor the duration 
which numbered about 50,000 in 19~2. ' 

Prices paid to British tarmere have been designed to 
encourage production. Prices have been revised upward ae 
costa or production have increased, or ae t he necessity 
arose to stimulate production or certain crops . Since t he 
!Unietry or Food controls the purchase or moat basic 
commcd1tiee, the Government ie able to increase the rarm 
price while selling the products at prices lev enough to 
aaintain retail oeillngs. 

Department store stocks rise lees than eeasona!ly 

Although department store etooke inoreased 4 percent 
in March, the gain vas leas than seaeonal and the FRB 
adJusted index or stocks continued the almost uninterrupted 
decline that has been in progress since last July. (Bee 
Chart 6. ) 

Ae a result ot a further decline ct 2 pointe 1n March, 
the adJusted index at the end or t he month wae 35 percent 
below the record high or last July. l{crecver, at the month 
end, stocks were 17 percent below last year's level, although 
they vera still 25 percent higher than a t the end ot March 
19~1. 

A eharper drop in aeaaonally-adjusted stocks 1n March 
vae averted by the large contra-seasonal deol1ne in department 
store ealee during the month, tollov1ng the heavy wave or 
scare buying in February. (Refer to Chart 6.) Stimulated by 
pre-Easter buying, department etore silee turned upward last 
month, and during the week before Easter t hey came Within 
1 percent ot the peak or the February salea booo. Moreover, 
sales vera ~ percent higher t han in Eaeter vsek ot last year. 

Commerce eetimates or consumer expenditures tor 1943 

Recent eetimatee by the Department ot Oommeroe indicate 
that the phyei oal vol ume or goode and eervicee to be pur
chased by oonauaere in 1943 will be •at leaet 10 percent• 
under the 1942 level, a f igure about i n line with earlier 
expeotatione. The decline would be greater were it not 
tor (1) the continued high volume ot o1v111an goode output , 
particularly or noll4urable goode euob ae apparel and r oods, 
and ( 2) the high level ot ooneuaer goode inventori81. . 

.. 
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The ao .. eroe eetimatee of ooneuaer expenditures 
1n dollar values, on the other band, have been reT1eed 
upward to aake aore ooaplete allowance for expected 
pr1oe 1noreaeee, h14den prioe r1eee (froa blaok aarketa, 
eto.) not reflected in reported prioee, and the tendency 
of ooneumere to buy artiolee of higher pr1oe and better 
quality ae inoomee riee. The estimates indicate an 
expenditure of $S~ billions in 1943 , an inoreaee of . 
2.o percent over the previoue peak of $82 billion• in 
19~2. Reported prioee are eetiaatad to inoreaee 5 per
cent over 19~2 . (The Commerce figures have been furnished 
ue on a reetrioted baeie, and may be changed somewhat 
before being finally released.) 
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BITUMINOUS COAL PRODUCTION 
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STEEL INGOT PRODUCTION 
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MOVEMENT OF BASIC COMMODITY PRICES 
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AVERAGE PRICES RECEIVED BY FARMERS 
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PRICES RECEIVED AND PAID BY FARMERS" 350 
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DEPARTMENT STORE SALES A ND STOCKS 
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TREASURY DEPARTMENT 
...ac:uMMINT DIV1810M 

WASH IHGTOH 

ll.ay 3, 1943 

MEJ.!O!WIDUJ.! TO THE SECRETARY: 

Supplementing r eport to you of April 26, 1943, 

the purche.aes against t he !frioa.n Program from April 26, 

1943, to Uay 2, 1943, totaled $4, 048, 823.30 or a total 

of purchases for the pr ogram thus far of $28, 281, 812.16. 

Attached i s report giving status of shipping 

against these purchases. 
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(") St:..0a i~ II') • (") 

Tonnage Tonne.~ Tonnage 'l'onnate 
Shipped to Date Under ad On Hand at Port En Rou e 

Coi:llllodity From U. S • .1. At Port Waiti!!tl Vessels To Port 

.Uuminum sulphate 14.5 

.Asbestos sheet packing 2 
Boiler tubes 17 
Bone glue 33 24 .98 
Books & booklet s 2 
Brass rods & sheets 23 38.05 12.8 88.7 
Babbi t t metal 53 .5 
Brick 129 40 
Calcium carbide 247 1715 1904.2 
Cement 20 
Cement, rubber 19 .5 
Cheadcals 163.5 258.2 497 .3 342.28 
Coal cutters 12 
Copper tubing 21.6 27.5 
Corrugated boards 59 52.4 
Clothing 2217.71 51.55 169.4 26.8 
Copper sulphate 5697 .75 47.5 
Cotton thread 69 .25 21.5 
Cordage & twine 225 5 40 
Drugs 6 .5 
Electrodes 12.9 
Envelopes ·g l 9 .18 
Files, steel 15 15 
Fullers earth 72 
Gelatin l 1 
Glasa, window 121.5 
Glass lamp chi.mneys 17 
Glycerine 12.75 
Porae shoes & nails 125.9 20 .8 71.05 10. 75 

. '~~osiery 26 3.5 8 .5 1.5 
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Ln Tonnage Tonnafe 
._ v . tL- i 

M 
Tonnage Tonnage 

Shipped to Date Onder oad On Hand at Por t En Route 
Commodity From U. S. A. At Port Waiting Vessels To Port 

Lifht bulbs 8 .5 
Li hopone 10.2 
Lu.amite 30 
. ach . finished book paper 2 
l'atches 389 .75 4.6 70.15 
Newsrint 892 21 190 72 
Nipp ea, bottles, eye cups 9 
Paper 5 83.8 263 .6 485.97 
Paper bags 115.9 78.1 
Phonograph records 1000 Each 
Piece goods, textiles 7735 .5 603.7 3605 .6 332.45 
Pig tin 64 
Powdered milk 119 
Printers ink .1 
Raw s~ar 1545 
Refine sugar 4196 .5 
Sheet co~per & rods 21.5 49 
Shoe tac s 4 9.5 
Spare parts for autos, 

tractors & harvester s 232.25 45 153 17 .35 
S~ark plugs 2 2.5 
S orage batteries 47 4.8 6.95 13 .5 
Steel, pipe , bar s, angles 27.5 62.5 1046 1536 .6 
Shoes, boots & sol ing 247.25 46.75 27 .3 18.08 
Sul phur commercial !lour 27 .91 323 .2 
Tin plat e 84.5 
Tires , tubes & tape 175 .75 314.24 

Tools 7.5 19 348 .4 
Tooth brushes .75 
Tea 171 .5 
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Tonnage Tonnage Tonnage Tonnage 
Shipped to Date Under Load On liand at Port En Route 

Co1:1111odity Frot~ 1!. S. A. At Port i'raiti !J& Vessels To Port 

Typewriter ribbons .5 
Wi re nails 100 22 
Wire ro~e 71.25 17 .75 
X-Ray f1lms 1 
Paint pigments 15.5 40 .7 7.1 
Pig iron 350 

Totals 25, 772.71 1,798 .71 8, 217.75 6, 574 .93 

' 

, 
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about thie. 
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.. 

TO 

I'!IOM 

Saoratary Morgantbau 

llr. White 

Subjeotc Lend-Laaaing ot Silver to the Britiah Traaaur7 

~e Lend-Laaaa Adminiatrat1on ia now prepared to lend
leaae ~ million ouncea ot Treaa~ tree ailver to the Britiah 
Traaa~ tor retQrn to the u . s. Traaaur7 on an ounce-tor
o~oe baaia attar the war. ~ lend-leaaing ot thia ailver 
baa been approved b7 the .&ppropriatiCll'l Coaaaittee and b7 the 
Senate Special Silver Committee. 

~ Treaaur7 will be paid 71.11 centa an ounce tor the 
ailver turned over tor lend-leaaing. When the silver ia re
turned attar tbe war it wUl be received b7 the Tr•aelU7 tor 
the account ot the Lend-Leaee AdminUtr&tion. ~e Treae~ 
will then reimburae the Lend-Lee.ae Administration tor the 
returned ailver &t 71.11 centa an ounce, unleaa the lawa ot 
the United States &t the time ot receipt prevent auch re1m
buraement. 

The Gener&l Counael'a Office b&a cooper&ted 1n the 
prepar&tion ot letters from PhiD1pa to Stettiniua and from 
Stettiniue to 7ou, covering the entire e.greement, ~e let
tara h&va been cleared wi tb the Tree.aurer '• Office, the 
Bureau ot Accounta, the Bure&u ot the loli.nt and the General 
Counael 'e Office, all ot whom h&ve approved, 

• 

.. 0 

-
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TO 

TREASURY DEPARTMENT 

INTO OI'I'ICa CONNUNICATION 

Secretary Morgenthau 

H. D. White 

358 

Sub ject: Response to Your Letter to Finance Ministers 

The response to date to your letter to finance ministers 
asking them to a tudy the Treasury 1 s preliminary draft proposal 
tor an International Stabilization Fund and to send technical 
experts to Washington tor exploratory discussions has been 
aa tollowe1 

l . 
aJ,.ready 
Canada, 

The technical representatives of two countries have 
appeared and conversations have been held with them: 
Netherlands . 

2 . Discussions wi th Australia, Paraguay and the 
Phillipinea are going forward this week . · 

~. Word has been received that technical representatives 
or the following countries are coming soon: 

Belgium 
Brazil 
Chile 
China 
Costa Rica 
CUba 

Czechoslovakia 
Greece 
Luxembourg 
Peru 
Poland 
Uruguay 

4, We have also bad expression• ot interest and 
announced intention to participate in discussions from the 
following countries: 

Colombia 
.Ecuador 
Honclurae 
Waw Zealand 

Nicaragua . 
Norway 
South Africa 
Venezuela 

5· we haTe n'ot yet heard from ten countries , They are 
as tollowet 

Russia 
Dominican Republic 
.B:l Salvador 
Guatemala 
xexico 

Haiti 
India 
Panama 
Union ot South Africa 
Yugoslavia 
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- 2 -
DiYision ot Monetary 

Reaearoh 

We did not send a letter to Ruaaia nor have we contacted 
them &inca Jdr, Berle handed them a cop;r or the proposal sneral 
montha ago. 

6. At the suggestion ot the State Department, laat week 
we sent a copy or the propoaal and a letter ot invitation to 
the rollow1ng oountriess 

Bg;rpt 
Bth1opia 
Iceland 

Iran 
Iraq 
Liberia 

We expect to hear trom moat ot the r emaining countries 
shortly, aa some or them haYe had inadequate opportunit;r to 
receive and study ;rour letter, 
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TR~SURY DEPARTMENT 
360 

DAft llaJ ), 19~) 

TO Secretary Worgenthau 

l'ltOW Wr. White 

Subject: Oh1neae reaction to International Stabili~ation Pund 
proposal. 

>· 

In reply to your invitation to Dr. Kung to sand Ohlneee techni
cal experts to Washington, Dr. Kung haa replied, warml:r aooept
lng your inYitation. Dr. Kung aa:ra that he will 1ntol'll you 
later ot the naMe an4 date ot departure ot the experts whlob 
he intends to send to Waeh1ngton. 

In cable dated April 29, Adler reporta that, at apeo1al meetlng 
ot leading bank1ng and t1nanoial experta called by Dr. Kung 
to d1aouee the Br1t1ab and American international monetar:r 
plana, praotioall:r all present agreed that Obina ebould Join 
in a plan tor international aonetar:r cooperation. Dr. Kung 
alae expressed the opinion that Ob1na auet work oloeel:r with 
the United .Statea. !bose preaent at the meeting were requested 
by Dr. !Cung to submit proposals to him to be integrated into 
a plan tor eubmi 88iOn to the Generalissimo. 

In cable dated AprU 30, Adler reports on Obineaa preaa ooa
ment on American and British aobemea tor international 
monetar:r atabUizat1on. J'or the aoat part, the reaction haa 
been taYorable to the idea ot Ob1na 11 participation in a 
plan tor intern.-i onal cooperation, while one ot the leading 
Obineae newspapers {Ta !Cung Pao) pra1eee the United States 
tor • attempting to bring tortb the un!tad ettorta ot Allied 
nations towarda world eoonom1o etabilization • . Aa might 
well be expected, bowe..-er the Obineee prell 11 emphaaidng 
the deairabilitJ or Ob1nal e not oYerlook1ng ita own national 
interests. 

• 
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JMB 
Thil t elegraM muat be 
paraphrseed befor e betns 
oomm1.1n1oated t o anyone 
other t han a Governmental 
agenoy. (BR) 

Secretary of St a\e, 

Washington, 

620, April 29, 4 p.m. 

Chl.lngking via N .~ . 

»a ted April 29, 1~~ 

Reo 1 d 11:09 a . m. 

FOR Tr."E SECRET .ARY OP' TS TREASCRY FRO!{ ADLE..'. 

TF ll~. Re par1; one o r yo~.~r 4~4. 

Dr . Kung hs e aeked me to transmit t he following 

meeaage to you, 

1Apr1l 28 , 

TG MR. MORGENTiiAU FROM M , KUNG , 

Your telegram t r anam1t ted throu~h Mr. Adler 

waa received with thanks, Our experts are engaged 

1n s\udying yo~.~r plan etretullJ. I will soon send 

exper ts to Wa ahingt on t o diecuea t ho plan with your 

exper ts as y~u h&ve k1n~l7 auageated end will inform 

you as t o their names and dete of ~eparture later. 

Allow me to take this opportunity again to express 

my gratification over our cordial r elet1ons in t he 

future ~ . 

VINCENT 

NPL 

• 
• 
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KEM 

Storttary of StatE, 

Washington, 

626 1 Th1rt1Eth, 

PLAIN 

Chungking vi a NR 

DatEd April 301 1943 

REo ' d 1:12 p , m, 

TO SECRETARY OF TREASURY FROM ADLER. 

TF 115, PrEss commEnt on eoht~Es f or intEr

national monetary stabi l izati on . 

Ar t iclE i n thE CHI NA TWES of April 12 poi nts 

out that whilE China should strivE for intErnational 

cooperation, i t should not overlook i ta nAtional 

1nttrtsts or thE p touli ar1t1Es of i ts Economic posi t i on, 

•our mai n postwar currEncy problEm will bE thE sElEction 

or a tixtd or a flE xiblE foreign Exchang£ rate• . AftEr 

diaoueeing pros and cone or a tixtd , versus a fltx1blt, 

ra t £ or ExchangE articlE concludta •a fr££ ratE or 

cxohangE without any rEstr iction 1& contrar y to thE 

spiri t of 1nt£rnat1onal . ooopEration , ~uch wE shall 

not intEnd to carry out, WE shall b£ Willing to 

maintain a f airly s t ablE rat£ Pnd i f nEotseary shall 

WEloomt intErnational agr£ Emtnt s f or thE mai ntEnancE 

or auoh a rat£. But whEn tht bnlanct or international 

paymEnt& bEcomes unfavorablE t h£ ratE must bE rtvietd 

and abould 
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-2- #625 1 April 301 from Chungking via NR. 

a nd should undEr no conditions bE bound by a~rEEmEnts . 

ThE cur r Ency plans proposed by Brita i n an~ thE UnitEd 

StatEs c o not close thE door to chPngEs in thE rate but 

requirE negotiat i ons before such ch~gt con bE affEcted , 

WE should not accEpt postwar plans of wha tEvEr nation 

if t hEy try to link our curr ency dirEctly or i ndirEctly 

to gold . . .. Economic changEs in China aftEr thE w~r 

will bE more complicatEd ROd heaviEr th~n t hosE in 

tll rtady industrali ztd COl•ntriEs . Our nEEd for currency 

adjustment wi ll also bE mort frEquent than thEirs , Tht 

Enfor cEmEnt of any postwar currEncy ~lnn must takE i nto 

consi~Erntion thE diffErEnt conditi ons Existing in thE 

diffErEnt countriEs• , 

(A) An Editorial i n HSI~ SHU P40 April 13 on 

•Morgtnthau• s postwar currency stP~illzatlon plan" ie 

lar~Ely confinEd to a dleousaion of t hE diffErEncEs 

bttwttn t hE plan P~d thE tripartitE aocord of 1936, 

ArticlE Em.,hasizEa t nor mOl!S po>•Er of Board of Directors 

and Chairman of Board of proposEd international 

organization indi cating tha t aftEr thE war a n AmEr1 cAn 

would bE thE na tural candidatE for the position, I t 

111so mentions advanta~ts of a flExiblE r ate tor 

tconomi oally backward countries. 
( S) Edi toriP~ 

. . 

364 

Regraded Unclassified



-3- #625, April 301 from Chungking via NR. 

(B) Editori al i n thE TA KUNG PAO of April 17 

"**** with thE hopE or prtvtnting th£ possiblE rEcurrEncE 

of dEprtc i Pt1on and dEprtasione (as aftEr thE last war) 

thE UnitEd statts 1s attEmpting to bring forth thE unitEd 

Efforts ot Al~iEd nations towards world Eoonom1c 

stabilization. This i 8 cErtainly a worthy contributi on. 

AmEricP is thE richEst country in thE world . Any stEp 

takEn by tht US will i nfluEncE thE dEvElopmtnt of world 

Econo~ics . If thE US takE8 thE lEod in adoption thtsE 

nEw policy of mutual htlp instEad of thE old pract icE of 

individualistic compEtition it will givE trEmEndous 

assistancE to thE pr omotion of world toonomi os. CountriE s 

wi th unfirm toonomio foundatio n will also bE assurtd 

of intErnnttonnl coopEration or a moat frt t nntur t ***** 
world prospErity and gEnEral wElfarE or All pEoplts must 

bE kEpt in ~1nd so that whtn thE pla n is carriEd out all 

countriEs will bE bEntfactEd instEad of only a fEw r i ch 

onte . FurthtrmorE wE sugg Es t that EvEn thE rEpEntant 

pEoplEs of GErmany, Italy and J apan should not bE ExcludEd 

from oonsi dEration• . ThE articlE thEn discussEs thE 

problEm of i ntErnal currEncy nd juetmEnt in Chi na i n thE 

postwar ptriod and conoludt s with thE btl1tf "that 1f wE 

oan tffEOt our i nttrnal rEadjustmEnt f i rst and thtn call 

tor outs i dE 
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-4- #620 , April 301 from Chungking via NR. 

for out s i dE assistancE WE will euocttd i n all problEms 

of intErnational Economi c coopErAtion• . 

(D) Ed i torial in thE Oathol1o Social WElfarE 

of April 18. •SupErficially thE BE two (Bri tish and 

AmEri can) plane SEEm to havE thE samE objEct and purposE 

ot working towards i ntErnPtional Economic coopEration 

but if WE carEfully study thE contEnts wE can d i scovEr 

thE motivE of sElfi ntErEst and thE hopE of capturing 

thE CEntEr of world financial markEts . ThE main 

di ffErEnCEs consist or (onE) thr.~ritish plan a i ms 

at thE dEVElopmEnt of t radt by a ol.Earing of rECEi pts 

and paymEnts, but thE US plan triEs to prEvEnt com

pEtition dEprEc i a tion of currEncy by mai ntEnancE of 

thE valuE of gol d and (two) Britian hopEs by mEans of 

thE i ntErnstional clEaring systEm to kEEp intact thE 

position of thE Bank of England in thE i ntErnational 

fi nanoi al markEt . By linki ng th£ i ntErnational currency 

with thE US dollar and wi th thE support of hEr E l a r gE 

gold rE&ErVEB US hopEs to control thE world financi al 

m~rkEt . 0 ThE arti clE oontinuts that China's at titudE 

shoul d bE d EtErminEd by Sun Ynt SEn ' s third princi pl E 

366 

of thE pEoplEs livEli hood and that particul ar attEntion 

should bE gi vEn to China ' s i nttrtsts and t o thE possibi lity 

or utili~ing 

• 
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-5- #625, Anril 30, from Chungking vi~ NR. 

of util~zing forEign cnpitnl ne euggtstEd by Dr. Sun 

YAt Stn. Finnl ly Ch~nn should try to limi t thE usE or 

gold i n such n wny that t fftots of vnri~tion in thE 

qunntity or gol d opn bE tliminnt td And should bE 

rtluctnnt to rEsi gn nll rEstrictions on control or 

fortign txchrng£ which mny bE ntctssnry i n difft cult 

postwnr conditione. 

VINCENT 

DD 
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Inforsa~n r•ived~p to 7 a.m., )rd w:r, 194). 
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1. ~ 
-G ~ ~ ... ~ · 

COPY NO. /3 

• .J) 

Ear~ on let, 7 110tcr Tol'J)eCo BMta and llotor Gun Boato 
oanlt 1 Auxlliar;r Vesaol and lett 2 other6 beavU:r on tire 1n aotion North ot 
'!ERSCH!LLING. ) ot our crai't nre dUaged and cuualtiea were: J ldlled 
and 9 wounded. One ot B, ll. SW..rinea ia .o-.erdue in loEDITERIWiEAli and auat 
be coneidared loat, A Dutd> autaarina aallk a 7, 500 ton ahip in the ki.LAGCA 
Strait on 22nd. 1 

\ 

2. MIIJW\J .· 
TUNISIA - lat, 8th Ar111Y• A a~~>&ll local counter attack by 

the enGlll)' in the Coastal Sector na rep!lleed. lat Ar111Y. In the South, French 
troops recaptured a hill Southeast of PONt DU F¥13, previously taken by the 
enemy 1~ a small attaok and aucoesatully roaisted a subsequent enemy attomp~ 
to retake 1 t. In the Cent ral Sector our treopa have improved their poe~ tiona 

near DJEBEL BOU AOUKAZ and SIDI- liEDIEN. 

u.s. SECTQR. In the North, U,S, ferces made sl1ebt gaina 
and enemy resiatane>e in this area ia stiffening. During the dey 64l Prisoncra 
paaaed tbr<>uah a D1v1a1onal cage, ujority captured b;r the French--ooly 66 ot 

thea Gel'llall. 

J, AIR OPMATIONS 

!ESllil!!! FRONT• 2nd. 24 aacorted Boatone and Ventures 
attaclced ateel worka at IJllUIDEli. 6 Moequitos l>cabed RsUD7 workshops at 
THIOIIVILUi . Spittiraa dea.tro;red 6 F.ll. 190'• over FLmHING. 4 Spitfires 

maatnc. 
Tp!!lSll. J30 Uttybawl<a carrying .l!O•bs tinding no shipping 

attacked SIDI B.I.OUD, South,.,st ot CAP BON and a bellhed destroyer • 

+mfj+N. Beau!i'ghtera boabed and set on tire a small South-

bol,'nd ahip North ot IIlLO. ' 

.wllllal• On 29th, 18 kU chella bOmbed RsUnY 1Mtallationa 
and tbe J.lriq. at IIIITINGB. On lat, anomy airc.rart boabed BUTHiilAUNG and 
~. lat/2!Jd• llll!ellingtona boabed TAUNGIIP. ' 
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TREASURY DEPARTMENT 

IN'nR Ol'l'tC:IE COMMUNICATION 

Secretary Morgenthau 

Peter H. Odegard 

• 

DAft l.!a)' 3 I 
1943 

369 

Attached are some excerpts from reports of the Federal 

Broadcast Intelligence Service containing comments by the 

!xis powers on your San Francisco speoch and other related 

material in which I thought you would be interested . 

You will note that considerable at t ention was given 

by the !xis radio to your father ' s speech on his 87th 

birthday. 

The Treasury proposal for monetary stabilization con

tinues to evoke considerable attention from the Axis powers . 
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AXIS SHORT-WAVE BRO!DC!ST TO NORTH ~1c• 

COmNTS ON SAN FIWfCISCO SPEECH, HENRY li>RGENTII1U, JR . 

On April 29 and 30, the A.xls r&dio made sever&! deni&la 

of the charge made by Secretary Yorgenthau on April 28 that 

they had massacred Chinese civilians in reprisal for the 

American air raid over Tokyo. Examples follow: 

Tokyo, Broadcas ting in English to the world (4/29): 

370 

"Evidently as a means to encourage the buying of War Bonde 

among the numerous Chines~ residents of Sa.n Francisco, 

Eenry Yorgenthau, U. S. Secretary of the Treasury, made a 

preposterous statement on Apr il 28, charging that the Japanese 

massacred all civilians, including woman and children, at certain 

Chinese towns where u.s. (pilots) landed foltowing the unsuccess

ful raid on Japan, declared observers here. 

"They asserted that Morgenthau's statement, which quoted 

a Chun.gking report, is t oo ridiculous to be taken seriously. 

Thet ~orgenthau took the trouble to reveal such information 

from OWl, which hither to issued all war reports, can be re

garded as one of his efforts to increase the sale of U. S. ,;ar 

Bonds , and also as evidence of typical Amer ican propaganda." 

Ber lin, Broadcasting i~ English to North Ameri ca t4/30) 

"To~~ 'I expressly deny assertions that Japanese 

soldie rs deliberately kill Chinese civilians,~ the Government 

spokesman Hori declared at Fr iday's (April 30) conference of 

Regraded Unclassified



CO¥MENTS ON SAN FRANCISCO SPEECH, HENRY MORGENTHAU,Jr.,(Cont'd) 

the foreign prees representatives. He made this statement in 

reply to a question on the subject of the note allegedly remitted 

to the U. S. Government by Chiang Kat-Shek's ambassador ~n 

Washington, which is said to refer to the alleged killing of 

Chinese civilians by the Japanese in the districts where the 

American airmen made a forced landing after their raid on 

Tokyo last year. Bori added that he knew nothing about the 

note in question. • 
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COJOIEBTS ON HENRY MORGENTB!U, SR . 

The Italian radio, on April 26, made frequent references 

to Henry Morgenthau, Sr.'s ,87th-birthday speech, as an indi

cation of the seriousness of the Russian-Polish diplomatic . 

split. Occasionally, whether by accident or design, the 

commentator neglected to add ·"senior" after the name, 

'referring simply to "L!orgentbau". Here are a few examples 

of the way in which this incident was handled: 

~ome, Broadcasting in Italian to the ~ire {4/26) 

"Lisbon: Henry Morgenthau, Sr., on the occasion of 

his 87th birthday has stated that ths u. s. should increase 

to the extreme limits i ts armed forces in order to win the 

war, and in order to safeguard the nation from future wars. 

He stated that the development of the war will depend on the 

associates, and that hence the Russians must be consulted. 

He added that this will be a complicated conflict whose 

developments cannot be foreseen, and that hence the U. s. must 

provide all to prevent; •. 
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These statements and forecasts did not fail to alarm the 

North Americana, since the old Morgentbau who has been Ambassador 

to Turkey, enjoys among his fellow citizens a reputation as a 

prophet, since for years he baa backed the idea of military 

0 preparedneaa, and since he predicted ;ight aft.er the other war 

a no the r war. • 
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COlOI!NTS ON !lORGENTIJiU, SR. (continued) 

Rome, Broadcast ing in English to England (4/26) 

"On his 87th birthday, Mr. Henry Morgenthau, Sr . bas 

tried his hand at reading the future. He has something of 

a reputation in America, in this particular line, because 

i mmediately after the last war was over, he predicted that 

another and still greater world war was coming along. 

Mr. Korgenthau has now stated that t he present war will be 

a complicated affair and that it is impossible to say what 

may still happen. The only definite prsdiction he made, 

was tba t the result of the war 110uld depend on the Allies 

and the United States. The Americana must realize, 

Mr. Morgenthau, Sr . states, that ' they must hold themselves 

ready for still another war." 

Rome , Broadcasting in French to Europe (4/26) 

(Speaking of the great impression made on America by 

the Ruaai&n-Poliah split, the commentator points out that 

the incident gives Americans cause to think that London and 

Washington might get the same treatment from Russia that 

Poland did if they were to demand an explanation of some 

incident they did not like. He goes on to say:) 

"Mr. Korgenth&u's warning invests this incident with 

unmistakable impor tance. We recall th~t the latter invited 
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COMWEHTS ON HENRY MCRGENTHAU, SR. (Cont inued) 

the North A=ericans to make spiri tual preparations for war 

clearly, Mr. Morgenthau is not unaware of the grave of Katin 

(Polish fores t where Russians are supposed to have murdered 

12,000 Polish officers), nor of its diplomatic consequences. " 

Rome, Broadcasting in Spanish, to Latin-America (4/26) 

"Lisbon: " • In respect to the great question which 

has arisen among the Allies (as to the dependability of .Russia 

after the Polish split), the statement made by the old 

374 

Henry Yorgenthau is quite a serious one for North Americans. 

Morgenthau incited the American people to prepare themselves 

spiritually for another war. Evidently, Morgenthau has taken 

advantage of the lesson that he learned from the Katin incident 

ani what this might mean for their diplomatic consequences •..•• " 
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COJ.DJENTS ON V.ORLD STABILIZATION 

Berlin, Broadcasting in German, to North ani! South Ameri'ca (4/23): 

"Berlini The U.S. finance minister baa worked out a 

plan for the stabilization of an international currency which is 
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to be realized as the ~orgenthau plan. This plan represents the 

logical continuation of the lend-lease policy carried out by the 

United States toward her allies . The core of the plan is the 

creation of a so-called stabilization fund of at least five million 

dollars, which demands the contribution of gold by the participat

ing states . The wealth of the United States in gold supplie~ is 

thereby to be put back into circulation. The states joining in 

the plan would be forced to acquire the amounts of gold demanded 

to be paid into the fund through borrowing from the United States . 

Since they fb1olutely need this gold to .PAY in, they would also 

be forced to accept every condition which the United States would 

demand . Significant of the goals of the Morgenthau plan is ita 

llmi tat ion uclusi vely to the field of pa)'lllents. The question of 

future American tariff and ~ommeroe policy is not mentioned. 

Thereby the United States apparently does not intend at all to 

contribute her part through an extensive opening of the American 

export markets, to put the machinery of world trade back into 

.. 
. . 
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operation . \'/hat she wants and what she ia striving after is 

rather the dependence of the other countries on American credit . 

The amounts of gold gathered in tho United States are to be made 

into instruments for t he enslavement of other countries . Here is 

revealed the goal toward which Jewry, through its instrument , 

Roosevel t has· caused the new world war, a war which was begun for 

the bare money interests of the plutocracies, above all of 

Berlin, Broadcasti~ in English, to ~orth America.(4/22) : 

"Berlin: A most gigantic financial coup is be,ing pre

pared by Wall Street under the title of the 'Mo rgenthau Plan, " de

cl ared tho DEtTTSCfffi ALLGEMEINE ZEITUNG . It is aimed at causing in

flation in all t he ant i -Axis states for the p~rpose of plunder ing 

them. Under the pret'ext of international stabilization of all 

currencies , t he tr . S. i s trying to make them dependent on Wall 

Street. 

The plan will certainly be successful, since the tT . S. 

was the only state able to raise the necessary gold reserves, 

The effect of North American currency dictatorship is suff iciently 

known •. When Germany, after the first World War, glided into 

inflation, the U. s. unscrupulously exploited the crisis in 

Germany. French North Africa was likewise ruthlessly· plundered 

by the tr. s. by fixing the quotations of the franc . 

llthough Great Britain is opposed to the so-called 
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Jlorgenthau plan, (she) will be too vteak to assert herself against 

Wall Street . The U. S. plan would come to nought if only, one 

377 

day, the people of the U. S. who are concerned we•·e to rise against 

it . 

.. .... 
A German domestic broadcast describes Secretary 

~orgenthau •a plan fo r currency atabili~ation on a gold basis as 

a vast scheme to enrich the Jews . It is stressed that the sta

bilization fund would be supported by fixed contributions from 

enemies of the Axis . Sin~e American Jews have a nonopoly on 

gold , it is concluded, the plan aims at giving them a dictator

ship over world econo~. 

. . . 

Regraded Unclassified


	00738
	00739
	00740
	00741
	00742
	00743
	00744
	00745
	00746
	00747
	00748
	00749
	00750
	00751
	00752
	00753
	00754
	00755
	00756
	00757
	00758
	00759
	00760
	00761
	00762
	00763
	00764
	00765
	00766
	00767
	00768
	00769
	00770
	00771
	00772
	00773
	00774
	00775
	00776
	00777
	00778
	00779
	00780
	00781
	00782
	00783
	00784
	00785
	00786
	00787
	00788
	00789
	00790
	00791
	00792
	00793
	00794
	00795
	00796
	00797
	00798
	00799
	00800
	00801
	00802
	00803
	00804
	00805
	00806
	00807
	00808
	00809
	00810
	00811
	00812
	00813
	00814
	00815
	00816
	00817
	00818
	00819
	00820
	00821
	00822
	00823
	00824
	00825
	00826
	00827
	00828
	00829
	00830
	00831
	00832
	00833
	00834
	00835
	00836
	00837
	00838
	00839
	00840
	00841
	00842
	00843
	00844
	00845
	00846
	00847
	00848
	00849
	00850
	00851
	00852
	00853
	00854
	00855
	00856
	00857
	00858
	00859
	00860
	00861
	00862
	00863
	00864
	00865
	00866
	00867
	00868
	00869
	00870
	00871
	00872
	00873
	00874
	00875
	00876
	00877
	00878
	00879
	00880
	00881
	00882
	00883
	00884
	00885
	00886
	00887
	00888
	00889
	00890
	00891
	00892
	00893
	00894
	00895
	00896
	00897
	00898
	00899
	00900
	00901
	00902
	00903
	00904
	00905
	00906
	00907
	00908
	00909
	00910
	00911
	00912
	00913
	00914
	00915
	00916
	00917
	00918
	00919
	00920
	00921
	00922
	00923
	00924
	00925
	00926
	00927
	00928
	00929
	00930
	00931
	00932
	00933
	00934
	00935
	00936
	00937
	00938
	00939
	00940
	00941
	00942
	00943
	00944
	00945
	00946
	00947
	00948
	00949
	00950
	00951
	00952
	00953
	00954
	00955
	00956
	00957
	00958
	00959
	00960
	00961
	00962
	00963
	00964
	00965
	00966
	00967
	00968
	00969
	00970
	00971
	00972
	00973
	00974
	00975
	00976
	00977
	00978
	00979
	00980
	00981
	00982
	00983
	00984
	00985
	00986
	00987
	00988
	00989
	00990
	00991
	00992
	00993
	00994
	00995
	00996
	00997
	00998
	00999
	01000
	01001
	01002
	01003
	01004
	01005
	01006
	01007
	01008
	01009
	01010
	01011
	01012
	01013
	01014
	01015
	01016
	01017
	01018
	01019
	01020
	01021
	01022
	01023
	01024
	01025
	01026
	01027
	01028
	01029
	01030
	01031
	01032
	01033
	01034
	01035
	01036
	01037
	01038
	01039
	01040
	01041
	01042
	01043
	01044
	01045
	01046
	01047
	01048
	01049
	01050
	01051
	01052
	01053
	01054
	01055
	01056
	01057
	01058
	01059
	01060
	01061
	01062
	01063
	01064
	01065
	01066
	01067
	01068
	01069
	01070
	01071
	01072
	01073
	01074
	01075
	01076
	01077
	01078
	01079
	01080
	01081
	01082
	01083
	01084
	01085
	01086
	01087
	01088
	01089
	01090
	01091
	01092
	01093
	01094
	01095
	01096
	01097
	01098
	01099
	01100
	01101
	01102
	01103
	01104
	01105
	01106
	01107
	01108
	01109
	01110
	01111
	01112
	01113
	01114
	01115
	01116
	01117
	01118
	01119
	01120
	01121
	01122
	01123
	01124



