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TREASURY DEPAR~T 
Wa shir.gton 

FOR RELEASE, t:ORNlNG 1\tVJSPAPffiS, 
Tuesd!l, J~ly 15, 1941. 
7714/4 

Press Service 
No. 26- 54 

The ~ecretary of the Treasury announced last evening that 

the tenders for $100, 000, 000, or thereabouts, of 91-day T~easury 

bil la, t o be dated July 16 and to mature October 15, 1941, w~ich 

were offered on July 11, were opened at the Federal :1eserve Banks 

on July 14. 

The details of this issue are as follows : 

Total applied for - ~306 , 089; 000 

Total accepted - 100, 337 , 000 

Renge of accepted bids : 

High -
Low 

Average 
pr ice -

99. 990 E~ ivalent ~ate approximately 0. 040 
99, 972 II II II 0,111 

99, 975 " " " o. OS7 

(68 percent of t he amount bid for at the low pr ice was accepted) 

- 0 0 0 -

Regraded Unclassified



TREASURY DLHRTL:ENT 
o::ashinJ;ton 

::'OH 1; ~ .!..lJlAl'Z F.EL . .A!::E, 
·ru~sda? , July 15, 1941 

Press Service 
l~o. 26-SG 

Secretary of the Treasur;)o h\Ol'{;entho.u today announced 

the subscription fieurcs o.nd the unsis of allotment for 

the offering of l - l/8 percenL not~s of Strics G of the 

Cor.:modity Credit Corporation . 

l\cports rec~iveC. fr•or.: tht> Federal ncs.;rv~: Banks show 

thnt subscrivtions ll£~r~r.ate ~S , 357 , 000,000 . Of this 

total , .:~bout ~20l , OOO , OlJG Vi~rG rec~ind fror:t holders of 

Series D notes of the: Corr:o:•ation v1ho ttndered n llke par 

amount of s•.lch no"!:os to !:h(: S"cr,tnr•y for pw•chase. Such 

subscrl;:>tions \'lure ~llotte:d in full , nnd ell other sub-

soriptior.s we;oe allotted .:; !'lt.rcc'lt, but not less than 

31 , 000 or. any one subscription. 

rJr!:h~r d~tails as to subtcri~ tions and ~llotmGnts 

will be anr.ounce:d when final reports are rec~iv,.d from 

the F .;doral J.cs~rvc Ba:1b . 

- oOo-

2 
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July 15, 1941 
8:80 a.m. 

RE EXCESS PROFITS TAX 

Present: 

I!.M.Jr: 

Henderson: 

H.li.Jr: 

Henderson: 

H,M, Jr: 

Henderson: 

H,l!. Jr: 

Yr. Bell 
Yr. Gaston 
Mr. Eccles~ 
Ur. Sullivan 
Mr. Currie" 
J.lr. Fol e;r 
Mr. Decaux 
Yr. Henderson I 
Yr. Lubin • 
Jolr, Blough 
Mr. Haas 
Mr. Viner 
Mr . \'lhi te 
Mr. Kuhn 

While we are waiting fo r Harry White, which 
one of you gentlemen will give me your 
criticisms first? 

Well, I have got probably the fewest, since 
I didn' t get to see it. I was away, you see. 

Want to listan? 

Well, I can give you rq general cr1tici811. 

All right . Anything specific? 

Oh, I don' t tbfnk the tax part is near tough 
enough. 

(Yr. Bell entered the conference) . 

I see. 
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Henderson: 

R.I.!. Jr: 

H.M.Jr: 

Sullivan : 

H,M, Jr : 

- 2 -

Next 7ear ma7 be entirel7 too late. Talk­
ing about three and a half billion dollars 
I don' t think we have gone - well --

(Kr . Currie entered the conference) . 

I should have started out that I am greatl7 
in favor of it . I think it is hi~h time to 
do it and I am tickled to death w1th it . 
I think it is a place for tightening up on 
their spending. I don't think 70u have said 
anrthing at all in here, for example, about 
wages and agricultural cCIIUilodities, and I 
don' t believe that there is going to be a 
stop on those . 

V/ell, ma7 I explain how this came about, 
because some of 70u ma7 unders tand and some 
of 70u may not. 

(Mr. Sulli van entered the conference) . 

Hello, John, are 70u a little out of breath? 

No, air, I didn't run more than half wa7. 

(llr. \'/hi te entered the coni erence) . 

The President wrote me a note in which he 
said he wanted to sa7 something about excess 
pro!i ts, 70u see, and I wrote him back sa7ing 
I was deliiht ed he wanted to sa7 something 
about t he ~ax bill but made the suggestion 
that he call in Doughton and Cooper, That 
was after consulting in secret - I told the 
President about it - with the Speaker, asking 
him how to proceed, The Speaker said the 
President had to call these people in. He 
just couldn 1 t pop something without first 
talking it over. So the7 are oomi.ng at 
eleven. lbis is Doughten and Cooper, and this 
is a memorandum for the President t o work on 
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Lubin : 

White : 

H.M. Jr : 

Lubin: 

Viner: 

White : 

H.M.Jr: 

H.Y. Jr: 

White: 

- 3 -

with th«m at el even. It is not a message 
to Congress, so m7 onl7 haste is to get some­
thing to him. I sant this rouldl dra.ft over 
to hia last night and said thai you gentle­
men would be here this morning and I would 
give him a revised dra!t at elevan. The 
onl7 haste is to see that he has something 
on his desk at eleven. What he is going to 
do after he sees Doughten and Cooper I don ' t 
know, but I want to explain. O.i . ? 

Ya7 I make one comment on the memorand11111 as 
a Whole? You deal with prices and JOU 
suggest various things that should be done 
and then you move i.nto taxes and I don't 
think JOU have tied JOur tax problem i nto 
the t ax picture at all, the wa7 it is written 
now. 

The modified draft is a little better. The 
transition is bet ter. 

Viall, again our bo7s working under pressure, 
the two drafts were done bJ two different 
groups . 

I see. 

There is a revised draft of that. 

Yea. 

Where is it, Harrt? 

W811, the orig!nal should be on JOur desk. 
Tliere it is . That is the original and 
the copies 

Well --

•••• are i n somebodf's office. 

5 
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H.M.Jr: 

Eccles: 

H. U.Jr: 

Eccles: 

H.ll. Jr: 

.. - . 
• 

- 4 -

Well now, how would people like me to work? 
Do you want me to read this a page at a tiae 
and stop, or han you people got some memor­
anda? I want to get the benefit of you 
fel lows' advice . How would you like me to 
work? I will do it any way you say. How 
would you like me to work, Marriner? 

6 

You haven't got much choice. Eleven o'clock 
doe an 1 t give you a lot of time. I think I 
would take the latest draft that Harcy says - ha •111• 
there has been some revision fram this, as 
I understand it, and undertake to lllB.ke a min­
imum of change. I just don't thinlc you have 
got time by eleven o'clock to really do much 
with lt. 

Well, before we do the. t , let me just ask, 
is there anything in what you gentlemen read 
that you violently disagree with, that you 
would like to leave out? 

I think it is an excellent statement in gen­
eral. It is oertai.nly needed. I ay;ee with 
Leon .fully on the tax thing. I don t ·thlnk 
the tax thing is hit nearlj hard enough. 

~ I- explain that aa you go along? I have 
worked - this is all in the r oom. We are 
all friends of the President and we are 
working for hia every day. I have, I don ' t 
know how many times, I will never forget -
Roswell llagill took three months to prepare 
a tax JllllmOr&nd\1111 for the President. I want 
to explain. He went up to spend a night with 
hia at ~de Park and he had fifteen points. 
He got as far as point one. WT boys had a lot 
of stuff in here, other things; joint returns, 
inheritance t axe!J all of this stuff. I said, 
•Leave it out.• The President asked me for 
a ••orand\11 on excess pl'Ofi te . If I can 
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Henderson: 

H.Y.Jr: 

Eccles: 

H.Y.Jr: 

Eccles: 

H.ll.Jr: 

Henderson: 

,.. - - 0 

? 
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get hilll to aa7 eamething on that thm the 
Congress and the people know he la interested • 
and then we can go up and fight for the reat, 
but unless he says something, we won't get 
&nJthlng and that h wey I out it down to 
one thll:ut. llaybe I am wrong, but I wanted 
to explain. 

You mignt put a catch-all in there . 

ill right, but I wanted to explain as we 
go along that the boys had all these other 
things and I out them out because I na 
afraid when he aeea all that stuff he would 
lose interest again. 

The first part of the memorandum, before you 
get to taxes, as I understand it then, ia 
!or the lurpose of selling the President 
and sell ng the Congresa 'on the need of. doing 
aanethlng. 

That is rignt. 

And it is an introduction, really, to the 
tax program. 

\Vell1_ what we are trying to do here is to 
get tile President• a mind an it. I know a 
little bit of Leon's problsa, and I thought 
that this might be a stepping atone to what 
Leon wants to follow and I had hilll nry 
11111ch in mind. 

Well, it h nry much in our picture. We 
have got a separate message drafted. I am 
supposed to see the President today to discuss 
it. It ia on the matter ot specific price 
legislation and here h what I would auggeat, 
Henry. I would like to aee you start out -
instead of just starting hietoricall7, since 
the beginn.lng, I would like to see one ean­
tmoe say the pre1ent threat - down here 
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H.M.Jr: 

Henderson: 

H.M.Jr: 

\\bite: 

- 6 -

you have got, "Apparently we are on the 
edge of inflation now.• I mean that first 
sentence I would like to see hit right at 
that point. The jump-off, the very first sen­
tence, and make it a full paragraph, so that 
you know that this whole thing is addressed 
to that question. Then you asked for specific 
objections. On page five, Number three, "Ex­
tension of the present system of priorities 
to include systematic r ationing of scarce 
supplies to consumers.• Now, we are not 
readl for the application of priorities to 
consumers. Now, to civilian industries, 
yes, and we are already doing that. I think 
that number three, if lt means to make sure 
that the legal power is given to us to cut 
down on the consumer durable goods - now, 
we already have that but there is a bill, 
the new Vinson Priority Bill, deler.tion of 
authority has not been assigned ye • It is 
on the President's desk. The minute we get 
that, we will have the specific legal author­
i tr to make the outs in the civilian indus­
tr1es that are making consumer goods or 
competing with defenset and that includes 
automobiles for the civilian account 
and if we can make Nuober three read 
that, but we are not ready yet for rationing 
directly to consumers by way of bread tickets 
or meat tickets or anything like that. 
There is no need for lt yet. 

We will give V1'8.Y' on anything that you want 
on that . 

Well, I would like that clear as to what 
it meant. 

We will give way on anything. 

Do you want to discuss tba t first point 

• 
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Viner: 

White : 

Viner: 

Henderson : 

Viner: 

H.M.Jr t 

· --

- 7 -

that he has raised or leave that until later? 

I wouldn't aufport giving that up too easily 
because I don t see how they are going 
to operate on rations to an industry and 
let the industry decide who is going to get 
these various scarce goods whose prices 
a.re fixed. I don 1 t see how you can let 
the industry decide . The Government will 
have to play same role in that. 

Except, Jake, I think that is a much later step 
if the other measures are adopted, control 
over consumer credit, excess profits tax, 
specific taxes and others . I t makes the prob­
lem you are raising a little less urgent at 
the moment. It is a later step. 

Yes, but it is going to be a dirty phase 
of it . 

That is right. Vie are working on that, wt 
we are not going to be ready for six months, 
really, for straightening out t his mess 
of scarcity that we are in right at the raw 
material line. 

ilell, would this suit? I think it is impor­
tant to get into this document as much as 
you can see ahead of what you have to do some­
time. At l east you may say that at same 
stage in the future it may be necessary to 
do this also, but don't leave the idea out 
altogether, ,as if we hadn' t thought of it . 

(Mr . Foley entered the conference). 

I just want to sal where it is priorities or 
something, I am w lling to present what you 
peo~le have in mind{ but if Henderson says 
"No , I don 1 t want t to go over with something 

9 
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Henderson: 

H.1!. Jr: 

Viner : 

H.li. Jr: 

Henderson: 

H.J.: . Jr: 

Henderson: 

\\hi te : 

Henderson: 

Lubin: 

H.U. Jr: 

Henderson: 

li.M. Jr : 

Henderson: 

H.l!. Jr: 

- 8 -

that he doesn't want in his business, 

Well, I agree with Jake on that , 

Have you got it in mind so t hat you can 
fix that up, Jake? 

We will fix it up. 

Are you satisfied on that? 

Yes. 

(Discussion off the record) . 

Does that take care of your particular objec­
tions? 

Yes . 

That is the second point . The first point, 
about eliminating the first two paragraphs1 
I don' t know whether you want to discuss tnat 
nou. 

Not to eliminate them, just to put it forward, 

Start out with that , 

Where is t he sentence? 

At the end of the - here it is . "Apparently 
we are at the same point in ~rice history 
as in 1916 - on the edge of 1nflation.• 

Start it up there . 

I would put that r i ght up there as Number 
one. 

\~bat is the matter with that ? 

10 

• 
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White : 

B.L!. Jr: 

Lubin : 

White: 

H.M.Jr: 

Lubin: 

H.Y. Jr: 

Lubin : 

B.ll.Jr: 

Lubin: 

H.ld. Jr: 

Lubin: 

H.M.Jr: 

Henderson: 
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All right. 

I am wonder ing whether in a document for the 
President it is wise to start with a spec­
tacular statement of that character. I think 
I should be inclined to think he would like 
it on a little leu, shall I say, emotional 
tone, and a little easier. It is not a 
matter of importance. 

I like it up at the top. 

Especially at ten o' clock in the morning. 
The afternoon would be different. 

You can judge the President ' s attitude better. 

Are you representing the President and OPM? 

Hillman couldn't come. 

So are you representing Hillman? 

Yes. 

Do you know what he has got in his mind on 
this? 

Yes. 

Jake insisted that sanebo~ r epresent OPM, 
so I tried to get Sidney Hillman and he said 
if he couldn't come you would represent him. 

Yes . 

I just want you (Henderson) to know that is 
OPU sitting next to you. 

Thef have been hiding their heads for montha . 
(Laughter) 

11 
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How woul d you like to proceed, gentlemen? 

How about reading each page and t hen stopping? 

Would you like me to r ead ·each page and then 
stop? 

You raised the question, "Does anybody hav~ 
any objection to anything in here!'and nobody 
made any - gave any evidences of having any 
obj-ection. I would like to know whether any­
body -r;ould like anything added. 

As I understand it, you don't nant to add 
anything on the tax front, 

No, no, we will go on this - I will listen 
to everything up to the time that Kuhn can 
take this and rewrite it, up to the lest 
minute, with the help of the other people . 

On the matter of --

But I just thouRht - the President in the first 
place confined himself to the one thing. 
If you have got some things you want to add, 
Let's discuss it. 

Well, you said that they had other itelils 
on the tax J?ioture and you had taken them 
out, and I JUSt assumed from t hat that the 
President wanted to confine his discussion 
to the excess profits tax and therefore 
there was no need of contusing the thing 
with bringing in the whole tax picture. 

Well, I may be wrong, Marriner, but I was 
just going on the - if you people think we 
should add a lot of thin~s, all right. He 
did write on the one subJect. There are 
a lot of other things we are interested in . 
If he would make a public statement criticising 
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the present tax bill, that would open the 
wedge and we would have a chance. I doubt 
if we can get him interested in the other 
things, but I may be wrong. 

I think, Mr. Secretary, if he meets with 
these two people and talks about all the 
other aspects of the tax bill except excess 
profits, they will think he has no objections, 

Wouldn' t Leon's basket clause take care of 
that1 of one paragraph in which you point 
to the other tax changes you want without 
goi.ng into a discussion. It would add about 
three ~es, I think, on to that if you did 
more t that, and might detract his attention 
from the other, but if he made a statement 
which indicated his disapproval on the pointe 
which we are interested in _ including, maybe 
that would take care of that . 

One of the other things - are you through, 
Harry? 

Yes . 

\'•hat other tax subject aro y-ou interested in 
Marriner? 

On the tax structure . 

Yes . 

Well, I would like to see something said 
about the individual income taxes . I would 
like to see something said about inheritance 
and gift taxes . I would like to see same­
thing said about joint returns. I think 
those are all vital in this issue, · just as -
maybe not as important as the excess profits 
tax1 but certainly they are very essential 
to nave a round t ax picture here . 

.13 
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Ther were all in the first statement. 
Now, if rou can work a statement up so that 
it will leave the door open and show the 
President' s interest and catch all, I 
would be glad to put 1t in. 

I would be glad to put it in. 

I would like to see the thing approached f rom 
a standpoint of the tan.tion being the most 
important single element in the - as a means 
of dealing with an inflation problem. Firat 
rou show that the inflation is imminent here 
it samethi.ng ian' t done that taxation i& the 
kerstone in dealing witt an inflation prob­
lemr that with the increased appropriations 
it 1s necessarr1 . it seems to me, to raise 
our sights on tn1s whole tax picture, that 
since {he original tax bill was proposed the 
economy 'has moved on to the point where three 
and a half billion i s entirely inadequate. 
It i sn 1 t pumping back anywhere near enough 
of the funds that the Government is dis­
bursing and that the whole tax picture should 
be again reviewed and get the door open, 
get these people realising, and then give u.s 
a little time to let the President, instead 
of discussing purely the excess profit end -
I think he has got to discuss with these 
people the imminence of inflation and the 
1mportance of a tax bill and the need of 
greater revanue, and call for a reconsideration 
of the whole thing in the liltht of the presant 
situation, and than let him !ell them he expects 
to sand a special message on the tax program, 
and give us a week or two here to prepare 
a strong statement. Now, I mean that is 
what I would like to see done. 

Well, I agree with r ou, but here is the sched­
ule. I don 1 t think the President can get 

1.4 
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to first base. They are going to report 
this bill out a week f rc.c toda;y because the 
House wants to adjourn. 

Why not let them report it and res ern the 
thlng for the Senate? They are going to 
write the bill anyway, possibl;y, and take 
two or three weeks and prepare a stat811lent 
to the Senate on the bill, indicating that 
since the bil l was considered by the House 
all this thing has changed and happened 
and therefore there is a revision neceasar;y. 

Or he could take the position that "I have 
alreadf indicated~ position in the House, 
but the;y didn' t have time to do anything, 
and now we have more time .• I think there 
is some merit in that but I think there is 
the danger of stressing the function of in­
creased taxes as a check to inflation so 
much that he - it dwarfs same of the other 
measures that he would like but I think that 
can be handled in the statement along with the 
thouiht that the more ;you increase taxation, 
the leas ;you have to resort to that type of 
price fixing~ price rationing, and others 
which characterize an extreme to tali tar ian 
Government . 

I think that is highly important, if I might 
interrupt at that point . The members of 
Congress and business don' t like this price 
fixing business . Now if we sa;y to them, 
"The more taxes ;you i!ve us, the less we have 
to use these others, I think that you ma;y 
have a selling point because they know you 
are going t o have to do something about 
price fixing an;ywa;y. The question ia, can 
we keep that to the minimum and one wa7 of 
keeping to the minimua is through 70ur tax 
program. 

15 
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As a part of the whole prograa. 

You most likelr didn' t notice it, but at 
mr Thursdar press conference, last Thursdar. 
I said that the whole fiscal question would 
have to be reviewed. I couldn't ear whether 
we did or didn' t - but in view of these 
eight billion dollars additional moner plus 
the Lend-Lease, the whole thing would have 
to be reviewed, and the reason I know it 
got in the press, John Sullivan got so excited 
he called up that evening to find out whether 
I reallr meant it, so the door is open. 

Did rou see the President's remarks the next 
dar, Yr. Secretarr, on that? 

Yes, it wasn't verr helpful. 

I went back to play golf when I saw the 
President's remarks . 

Well, now what are we going to do, gentlemen? 

I just mentioned that because I think he 
mar be a little reluctant to propose reopen­
ing the whole tax bill for the sake of more 
revenue at this point. 

Kar I suggest along that line, Lauch, that 
as a matter of strategr, if it appears 
imminent that we must have a larger amount 
of taxes collected on 1941 income, we might 
be in a better strategic position to pass 
this bill and get our three and a half, and 
then anything we have to put on top if that 
later on in the fall might be much easier 
to obtain than if we tried to make this five 
or five and a half now. If we button this 
down, then anr jump from then on is a minor 
step, and we have to remember that it costa 
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us about two and a half million dol lars for 
every da7 we dela7 passing this bill. 

Well, doubtless that ma1 emerge, but ian't 
there something in the fact that the Sec­
retary of the Treasury baa a responsibility, 
and I think that responsibility also is shared 
by JDaD1 of the Beople who are represented 
here, to call to the President's attention 
the urganc1 for re- examination of the tax 
program. In his judpent be ma1 decide 
not to open it up or be ma1 decide merely 
to apeak of it in passing, or be ma1 declde 
it as not politic to raise the issue at all, 
but so far as a memorandUil frCIIl this group 
to the President is concerned, it seems to 
me that the point ought to be stressed. 

I agree thoroughly. 

Shall I read the .first page? 

There are now sCIIle copies . 

Just one other thing. You have listed soma 
of the things which are going to add to the 
fear of inflation but fOU have left out 
three very important things which can be 
dovered, it seems to me, in the fifth para­
graph. One is the increasing amo1mt of with­
draWal by wa1 of priorities for defense 
account. Now, there is no shortage of 
steel, as all rou people know, but eight7 

1.? 

per cant of plates and sixtr per cent of ships 
for the next seven to eight months are to go 
for defense . Well, that is a new figure and 
a higher figure since about three weeks ago 
and every time we turn around there is an 
additional UlOIDlt that hu been claimed b7 
i!iorities, and u fut as the7 see things cca-

over the horizon we not onl.T find that 
fOU can' t have anouSt increased production 
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to be ready to put, say, a five-hundred 
bomber program into effect next spring, 
but you must start the stock pile now and 
the only place that you can start the pile 
is out of the consumer account. Now, in 
other words, the increaaing withdrawal by 
priorities making a shortage - further 
shortage of goods available for purchasing 
power, then we are not at the end of the 
rises in agricultural commodities, nor are 
we at the end of wage increases, and I think 
that some cover-all or catch-all as a paragraph 
number five just to i.ndicate that those 
things are still very substantially at 
work would be advisable . 

Do you understand what Leon has in mind, 
because I don' t quite get it, how you would 
put it in English. lJo you understand what 
he means? 

Yes , 

It is implicit but could be spelled out, 

I think we could show a phrase or saoewbere 
what he is saying is implied, I am all for 
saying those things frankly. Obviously, 
in framing this we had in mind alr.a1s what 
we could put over as well as what we would 
have said if we were speaking for ourselves, 
and I personally would say certainly that 
the most important stimulus to inflation that 
we are likel y to have is going to be the 
free state of collective 08rgaining on wages, 

I certainly would be opposed to sa1ing that. 

I don ' t want to say them as such, necessarily, 
but I want to point them out as being factors 
in the picture. 
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Well, it depends on how it is said. 

I would merely list them. I would merely 
as a paragraph Number five say "The increas­
ing use of priorities for defense account 
is shriveling the amount available for 
consumers and price rises due to agricultural 
commodity adjustments and wage adjustments 
have not been canpleted by any means. • That 
is all that is needed. 

True. 

If you say "have not been completed," t hat 
means you are inviting completion. 

Exactly. You don' t want to atop all wage 
increases . You wouldn' t come out with that 
fact . Why put it implicitly? You wouldn't 
come out with a statement that no further 
wage increases should be tolerated, so why 
make it implicit? I think the way Leon has 
stated it is all right. 

I was talldng extemporaneouslf and put no 
special emphasis on the word camFleted", 
but I do think they ought to be llsted. 

Wel l , I think they have got your idea. 
Nowi what else before I start reading? 
Wou d you like to start reading? 

Here are new copies, Mr. Secretary. I have 
practically enough for everybody. 

\'/ould you circulate them'l I gather that 
the whol e you people like the thing. 

Yes. 

Marriner, do you like it on the whole? 
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I like it very much, I think it is the best 
thing I have seen for a long while, dealing 
with the functional ways of getting at this 
problem. 

As I look at your new draft, I think there 
is still a fundamental weakness, looking 
at it from the point of view of the Presi­
dent and Doughton and people of that sort . 
I don't believe they understand what relation­
ship a tax program has to infiation, and you 
haven' t told them here in this memorandum. 
In other words, you have got a short tran­
sition paragraph and I think you have got 
to hit that thing, that another way of keep­
ing from infiation is by siphoning off some 
of this income which otherwise would create 
a greater demand for a limited supply of 
products, and you do it by taxes. 

I think Lubin is right . 

You don' t say that here. 

It can be said. 

You say it twice, once in the introduction 
that you are speaking about and again in the 
transition. 

I think that is right . You could say right 
after that sentence that Leon likes that this 
relationship is so, "Since the beginning of 
the war, September, 1939, the wholesale price 
index bas risen from 75 to 87 or about 16 
per cent . The greater part of this rise has 
occurred during the past five months." 

I am awfully sorry, Kr. Secretary. You are 
reading the old copy. That is my fault, I 
guess. 

20 
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No. How the hell do I know the difference? 

Just throw away which is the old one. 

I don ' t know which is the old one. 

Collect the old ones . 

This is the new one . 

That is what I was reading. '!'his is the 
one that was put on my desk. Harry doesn' t 
like this one. All right, everything is 
settled now. 

"Since the beginning of the war, September, 
1939, the wholesale price index has risen 
from 75 to 87 or about 16 per cent. The 
great er part of this r i se has occurred during 
the past fi ve months . 

"The cost of living index has increased 5-1/2 
per cent since September, 1940. 

"The index of 28 basic commodities has in­
creased 48 per cent during the same period. 
This increase constitutes a major danger 
signal of inflation which must not be ig­
nored . The wholesale price index always 
lags greatly behlnd the index of basic com­
modities, while the cost of living index 
does not show anything like the full effects 
of inflation untll long after the seeds of 
inflation have taken deep root . 

"The pattern of price rises summarized above 
roughly resembles the price movements during 
the first two years of World War I -- little 
rise in the cost of living, a moderate rise 
in the wholesale price index, and a sharp 
rise in basic commodities . Apparently we 
are at the same point in price history as in 
1916 -- on the edge of inflation.• 
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On that, the first two years of World War 
I, it wasn't two years, as I recall it, 
except for maybe the coat of living and eo 
forth . The wholesale prices started to 
go up about eleven or twelve months before 
and at the end of sixteen months you had 
a line directly --

George? 

We sat looking at charta as this was writ ten. 

Well, it is thirty-nine to--

Let it go now, Leon. 

But there is no contnKUDtion here . We are 
just getting into tlie second year of the 
pr esent war . 

All right . 

He will bring the charta back. 

"The forces making for further ~rice rise 
are both potent and persistent. 

Kay I interrupt at the end of each page, Kr. 
Secretary? 

That is the idea. 

Well, the only ohange here is that we take -­

Go ahead, that ia th~ purpose. 

I am sending for a chart. 

Go ahead, Ferdie. 

The onl7 change ie to change that sentence, 
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"Apparently we are at the same point in price 
history as in 1916 --" and start the whole page 
with it. 

That is right . 

May I make one further suggestion? I don ' t 
know how you fellows feel about it. The sec­
ond paragraph, "The coat of living index 
has increased five and a half per cent since 
September, 1940. " 

That is thirty-ni ne . 

For emphasis, would it not be well to add 
another sentence, "Half thi s increase has 
taken place in the last two months"? 

Yes . 

1hat ties up with your first sentence, you see. 
Almost half of that has occurred in the last 
two months . 

It ties it in with what comes after. 

Yes . It is the recent aspect of the thing. 

Anything else? 

I wonder if that whole para~raph that you 
are talking about on inf.lat1on couldn't be 
moved up and say, "The pattern of prices summar­
i zed below roughly resembles" -- follows your 
inflation, 

I prefer Dan ' s suggestion. 

I think it is a good suggestion. Did you get 
it, Ferdie? Take the paragraph on pri ce 
rises and move it right up to the top one 
and then say about the thing --
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I 110uld be willing to awl tch it around ao 
as to bring Leon's sentence first , if you 
wanted to. 

--

I wish rcu would start and use the whole 
paragraph, "Apparently ~e are at the same 
point,• and then saf, "The pattern of prices 
has risen" right be ow that , 

That is what Dan said . 

That is right, · 

Any other suggestions? "The budget" -- will 
somebody reaa that next page'f I will be back 
in a minute. Go ahead, Blcugh,read page 2. 
By the ti.me you are finished I will be back. 

(The Secretary left the room temporarily). 

"(1) The Budget estimates Defense epending 
during the fiscal year 1942 will be fift~en 
billion dollara, or two and a half twa 
as much as in the fiscal year 1941. This 
estimate, moreoTer, doea not take account of 
such additional expenditures as will result 
from extension of the Defense Program made 
a!ter June 1. • · 

The whole significance of the paragraph ia 
that fifteen billion dollars ia an inadequate 
estimate. That sentence ia just a - oh, 
sort of one of these estoppel clauses . They 
keep saying, "Well, we told you ao." Why not 
make that sentence read exactly - "does not 
take account of such addi tional expenditures: 
and so forth, say, "This estimate is bound to 
be increased, of course, because of the exten­
aion of the Defense Program since June 1, and 
the prospect of Lend-Leaae.• The Lend-
Lease is going to be what, fourteen billion, 
ian't i t ? It ia ueelea1 to be talking about 
a fifteen billion dollar a.ount of expenditure 
with another fourteen billion ca.ing in for 
Lend-Leaae, 
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We discussed that and the question in our 
humble minds was whether we have the right 
to play with a Budget Bureau estimate . 

Maybe the Treasury doesn't. 

Wouldn't the word "however" meet your point, 
Mr. Henderson? You could say, "This estimate, 
however, does not take account of the addition­
al expenditures." 

No, he is making it much stronger and I think 
much more realistic, and if the Secretary is 
willing to go that far, I think we ought to 
do it. 

(Returning to conferenc e) How far do I have 
to go? 

Number one at the top of page 2. I say 
that the second sentence ought,.t? be very 
specific and say definitely, •lhis estimate 
is highly" - -

"Underestimated." 

How about saying, "Thie estimate will no 
doubt increase, due to the additional 
appropri ations asked for since June 1"? 

'~lus the prospect of" --

"additional Lend-Lease appropriations." 

"T!iis estimate, mo1•eover, will undoubtedly 
prove too low because of the extensions 
of the Defense Program and of Lease-Lend 
which have occurred since June 1." Do you 
like that? 

I would rather say, "Undoubtedly • . I would 
like to say, "This estiaate will undoubtedly 
prove too low. " 
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As long as everybody is saying, let me say 
this : "This estimate is a minimum, ~ and then 
go on to say why it is a minimum. 

Well, we have got the idea anyway. The boys 
will put it into words. 

Or even, "This increased estimate does not 
take account" --

Something. They will fix it. 

I like Herbert's better. 

Good. Where were you? 

At the beginning of Number 2. 

All right . Go on. 

You want me to read1 

If you don' t mind. 

26 

"(2) More important in its bearing on the 
danger of inflation than the figures for exp.nd­
itures of the coming year are the estimates 
of deficit spending. The net deficit for the 
fiscal year 1942, as estiiiB ted by the Direc-
tor of the Budget, will be twelve point eight 
billion dollars, compared with five point 
one billion dollars ?or the previous fiscal 
year. This assumes the present tax structure. 
If the present tax bill is passed by Congress, 
the def1cit will be reduced by two and a half 
billion dollars , (the revenue yield in fiscal 
year 1942 of the thr ee and a half billion dollar 
tax bill) but it will still be over ten billion 
dollars. Again this estimated deficit does 
not take account of the expansion of the Defense 
Prog.ram after June 1, 1941. 
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"(3) The inflationary force of the Federal 
deficit has been supplemented durinu the past 
year by an expansion of bank credit: Total 
loans of all member banks expanded by an 
estimated two point eight billion dollar s, 
or by t wenty per cent during the fiscal year 
just past . This rise, moreover, has been 
proceeding at an accelerated pace. " 

There is a sug estion there on three that 
during the fiscal year forty-one the infla­
tionary forces of the Federal def icit to the 
extent financed by banks . You are indicating 
possibly that the entire defici t might have 
been inflationary. I think to the extent 
that the Savings Bonds have been taken, the 
-- I think the emphasis should be placed 
here on the part where new money is created, 
rather than that it is drawn into the baby 

now, here is another thing. 

•o the extent - -

To the extent financed by the banks . Then, 
has been suppl emented by an increase in bank 
loans . You say "member banks" there and I 
think ·that you can put a round figure in 
there. Maybe a little better than two 
billion eight , has been supplemented by .an 
increase in bank loans amounting to more 
than three billion dollars, but if you include 
all non-member bank-loans - -

Are you fai rly sure of that, Marriner? 

Yes . 

And how would the percentace be, because 
we thought that was very important? 

We would say about twenty per cent . It is, 
maybe, nineteen, but I mean for the purpose 
of this memorandum you can say, "amounting to 
about three billion dollars" --
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And later on could your man give us the 
correct figures? 

re checked this last night. That is right, 
isn' t it? 

Yes, three billion. 

You ar•e apparently safe on three, and I think 
on the twenty per cent. I think that looks 
a little better than if you say "member banks" 
and "two billion eight". 

Roy, in the parentheses in two, the revenue 
collected in fiscal forty-two. 

I think you can make that clear by putting 
quotes around the three and a half billion 
tax bill. 

All right, gentlemen? 

Do you get the impression that the two billion 
eight expanded bank credit is all due to deficit 
financing? I take it that isn' t true . 

Well no, you have got loans. You don ' t say -
you say it is supplemented , you see, by an 
expansion of bank credit. I have changed that 
to "has been supplemented by an increase in 
bank loans." 

Ferdie, if you want to get this stuff started, 
typing it, I will ~ait until you come back. 

We can talk about the language. On this page 
three, ~hen you get into this, "Also making 
tor further price increases," that is where I 
wanted to come in. This tends to emphasize 
the import difficulties, whereas the real 
price increase is going to come from the 
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increasing shortage of raw materials to 
make civilian goods, plus the further 
extension of agricultural price levels, 
plus further wage increases, you see . 

That will go in t here, as you said. That 
was the same suggestion you had before. It 
will go in this point here, five . 

Well, I suppose his point is that it is 
in te~ of relative importance - it 
ought to come before the imports. 

Yes . 

And just make the imports six . 

I vrould make it one cntch-all. 

Yes . 

~here are we , on three? 

At the top of three . 

i'lbere? 

Top of page three . 

~or my money, the things I have mentioned 
are much more important than number four . 

I think the reason they are omitted, which is 
not an adequate reason --

"{4} To the fiscal and banking factors likely 
to cause price increases during the next fl. s­
eal year must be added the increasing absorp­
tion of idle plant oapacity in many lines of 
industries . 

"Also making for further price increases are 
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the heightened obstacles to import s, such ae 
reduced ship space, higher shipping coste, 
and cutting off of normal foreign sources of 
supplies . 

"Though there are some factors in the situa­
tion operating t o check inflationary trends, 
such as surplus stocks of some agricultural 
commodities , unemployed labor resources, and 
partially employed production faciliti es, 
most of these factors were present in the 
fiscal year 1941 in greater degree and yet did 
not serve to res t rain price rises even though 
the forces making for pri ce r i ses were then 
much weaker. " 

Too long. 

I haven't finished off on number four . 

I will just read down to the end and then 
we will go back. 

30 

"Important steps have already been taken or are 
being taken to check inflation. Congress has 
made provision for the ~reasury to sell defense 
savings bonds and stamps and so to absorb, 
for the Defense Program, funds which might 
otherwise be used for civilian purchase of 
goods . This progr am is well under way. " 

Now, we start wi th the top of page three . 

At the top of page three, my feel ing is that 
we are going to have a selective absorption 
of plant capacity. We will have an expansion 
in the defense industry, where the orders 
are increasinf and under pressure, but because 
of the divers on and scarci t ies of raw materials, 
you will have an actual decline in some of 
the consumer goode industries in this period 
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of transition. Now, the thing which will 
occasion the price rise , to my mind, will 
be the scramble for a large volume of 
available consum.er goods. Number four, it 
doesn't seem to me to rank in importa.nce with 
the others . I would like to - I would suggest 
you make number four a paragraph which would 
take into account these direct additions 
to cost that we are having which are real 
when you come to making a price determination 
such as the agricultural, wage and shipping 
costs, plus the shortage of available goods . 
I wouldn't mention that item, plant capacity, 
as being of importance in this draft. 

Anybody agree or disagree with Henderson? 

Your point , Leon, is that irrespective of the 
supply of labor and some idle plant capacity 
due to the shortage of basic materials, 
that you simply can' t utilize them, the plant 
capacity and labor, that the question is 
the shortage of materials. 

But I think it is nonetheless true that the 
increased national income and the increased 
pr ogram is absorbing idle plant capacity that 
still exists and existed last year. 

31. 

Leon, would it help you if in the second 
line of the second paragraph we said "obstacles 
to imports of raw mate1•ials"? 

No, that sense there is all right, that is 
acdinf to the price. I think we are going to 
be abe to do somethine about it in about 
three weeks, but I want -- the thing which 
is going to occasion the pressure on prices 
is going to be the ••educed volume of automo­
biles or refrigerators, 11hich are due to a 
reduced amount of raw materials that are 
available . 
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You want to leave out the increase in ab­
sorption of idle plants? 

Yes . 

Or put it down in a minor rol e? 

32 

Yes, put it down in a very minor role. I am 
more scared today about what is going to happen 
to employment than I am about anything else . 

How do you mean, employment? 

I think we are going to have a considerable 
amount of unemployment due to the fact that 
t here are going to be drastic cuts in the 
consumer durable goods industry. 

I see . 

Don't you think we ought to recognize that 
in that sentence we are speaking of, on the 
situation opera~ing to check inflationary 
trends? We ought to at least indicate that 
we are aware of it . 

•hat isn ' t checking inflationary trends, that 
is increasing them. 

Well, it works both ways. The net result may 
be an increase . 

It is a sectional unemployment . 

~ell , it extends over the whole country. 

Now, what do you want to do about that? 

Well, I heard Leon some time past make a 
rough estimate of something, I think in the 
category of seven billion dollars, as to 
the value of -- of unemployed, in ter.ns of 
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products . I don't know what that would mean 
1n terms of men, maybe a million men. • 
That 1a a very substantial amount but I think 
some indication of that might go in here . 

I think that is a little too much. 

You have got about another half hour . I would 
just ,rather drop that first paragraph out. 

Oh, no, you can' t do that. 

Oh, no. 

I think we can reach an agreement on it. 

It is a question of getting the right language. 

Could you let that paragraph, number four 
start as it is, and ~et your thought in 
following . Sa1, "Tins problem will be greatly 
accentuated by priorities which wil] preempt 
capacities of industries producing civilian 
goods," or something to that effect . In 
other words, what you are saying is technically 
how it will operate to increase taxes more 
than is generally understood. 

Why don't you dictate the sentence you want? 

You go on with this thing and I will see what 
I can do with it . 

All right . Leon says he will try to write 
something. ?.'ell now, is there anything 
in the second paragraph of page three? 
The third paragraph of page three? The 
fourth paragraph of page three? 

I would like to see that paragraph, "Several 
important steps have already been taken." 
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I wondered what we had done that had any 
restraining effect . I didn' t see any mention 
of it . 

It was in one of the early drafts . (Laughter) 

I would expect that from the people that be­
lieve in the functional monetary and fiscal 
control. 

The Office of Price Administration is making 
every ef fort to obtain cooperation in these 
measures to restrain prices. They heve un­
questionably been helpful, but are inadequate 
to meet the situation. 

Thank you for saving my embarrass•nt. 

I want to rut in a footnote to the Ways and 
Means CommJ. ttee . 

It was a t ypographical error. It should have 
been a paragraph there . 

V:ell, of course we could put i t up first, page 
one. 

I think you might add, to recognize Leon on 
page one, you have got despite the fact 
you have got these inoreases - you could 
say, "despite the fact that prices of some 
basic commodities have been controlled" . 
We are talking about the inflation thet has 
t aken place and you haven • t recognized that 
that infiation is in spiet"'of the fact that 
some basic commodities have been controll ed. 

All right . 

It would have been higher. Your inflation 
that you indicate on your page one would 

34 

Regraded Unclassified



Henderson: 

White : 

Henderson: 

Lubin: 

H.A!. Jr: 

Henderson : 

Blough : 

H.M.Jr: 

Eccles: 

H.M.Jr: 

Eccles: 

- 32 -

I wondered what we had done that had any 
restraining effect. I didn't see any mention 
of it . 

It was in one of the early drafts. (Laughter) 

I would expect that from the people that be­
lieve in the functional monetary and fiscal 
control . 

The Office of Price Administration is making 
every effort to obtain cooperation in these 
measures to restrain prices . They have un­
questionably been helpful, but are inadequate 
to meet the situation. . 

Thank you for saving my embarrass~nt . 

I want to put in a footnote to the Ways and 
Means Committee. 

It was a typographical error. It should have 
been a paragraph there. 

Well, of course we could put it up first , page 
one . 

I think you might add, to recognize Leon on 
page one, you have got despite the fact 
you have got these increases - you could 
say, "despite the fact that prices of some 
basic commodities have been controlled" , 
We are talking about the inflation that has 
taken place and you haven't recognized that 
that inflation is in spiet' of the fact that 
some basic commodities have been controlled. 

All right . 

It would have been higher. Your inflation 
that you i ndi cate on your page one would 
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have been greater than it is had it not 
been for certain controlled prices . 

Yes , but Leon came i n when lots of the dirty 
work had alread¥ been done . He came in ~te 
in the day. Th1s is a two-year pict ure, you 
see . 

Eccles: But you are talking about the increase but 
steel and copper would have added to that con­
siderably here if you hadn't had the controlled 
prices . 

~hi te: Despite the effective action in keeping down 
the prices on some basic commodi ties. 

Henderson: The President knows that. You don't have to 
tell him. I tol d him. (Laughter) 

H.M.Jr : 

Fell : 

H.\l,Jr: 

Kuhn : 

Gaston : 

Kuhn: 

Blough: 

H. !.1. Jr: 

That is wonderful. 
on the front page . 

I am deli~hted to put it 
Can you put it in there? 

I think it is all right . 

1he way Eccles suggests . How did you put 
it, Ferdie? 

It would be on the first page . "The increase 
of twenty- eight basic commodities has increased 
fo:tr- eight per cent during the same period, 
desp1te the fact that many basic raw materials 
have been controlled by OPACS . " 

"Some", not "many". 

All right. 

You are willing to call it "controlled"? 
(Laughter) 

What is that laugh? 
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Hende rson: Eccles says no, not him. Name an important 
commodity outside the acricul tural commodities . • 

H.ll. Jr: 

Kuhn: 

H . '.~ .Jr : 

Kuhn: 

R. ~~ . Jr : 

Kuhn : 

H.M.Jr : 

Bell : 

H.!A.Jr: 

Kuhn : 

Ferdie, will you get your girl and get that 
changed? 

She will have to do it over, but that is all 
right . 

When do you want to do that'? 

Right now. 

Do you want to go ahead? 

I have two more pages to take out . 

I think you had better write it in ink rather 
than have her rewl'ite the whole page . Had 
we cleared page three? 

You hadn't read the lsst paragraph at the bott om 
of page three. 

"The Treasury Department has also l aunched a 
plan for selling tax anticipation notes which 
will facilitate the prepayment of income taxes 
and ~111 more promptly withdraw eurchasing 
power represented by such taxes. Anybody 
want to argue about that? \':ell, that clears 
page three, Ferdie . 

All right . No change at all? 

Blough : No, Mr. Henderson has a change . 

Henderson: I have got it . I would substitute for number 
four this l anguage, "Prices v1ill be increasingly 
stimulated by, A - The shortage of raw mater­
ial s for civilian foods . B - Increased absorp­
tion of idle capac ty in manr industries . 
C - Further increases in agrtculturel prices 
and wages . " 
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\'.bat do you say, Harr;y'? 
It is all right . 
Jake? 
It is all right. 

George? 

It is O.K. 

All right . Those 
that, anJ'l'ay. 

are the boys that worked on 

I would make that four . 
Ygu mean further increases if something isn ' t done 
a out it? 

Even if there is something done about it. 

No1v we are at the top of page four . All right to 
proceed? All right, Dan? If anybody has got an 
1dea ~ou know, Professor Currie, if I haven't 

• 

hear~ from you, it is because you haven't shouted. 
If I don ' t hear from you, I take it you are satisfied, 

Yes. 
You are not in a modest crowd here, you know. 
Just substitute Henderson's statement for paragraph 
one on page three. 

I have got it. 
"The Ways and Means Committee is holding firmly to 
the goal of three and a half billion dollars from 
the hx bill . " 
That ought to be made ~t least three and a half: 
or else it doesn't -- "at l east three and a half" . 
All right. 
The \'.'ays and Means Committee is? 
Well --
That is not so, Jake. 
fact, and the fact is , 
and a half. 

This is reciting the 
they are at three 
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Viner: We are listing things now that are obstacles 
to inflation. 

Blough: No, these are the things that have been done . 

Henderson: These are the things helping to restrain them. 
You can just see it in every market , the fact 
that they are holding firm to three and a 
half billion. You can see how it is holding 
prices back. (Laughter) 

Viner: Well, that was my point, Leon. 

Henderson: It says, •rmportant steps have already been taken 
or are being taken to prevent inflation." 

White : Paragraph the next sentence. 

H.J.I.Jr: \'ley did you spell out the ''Office of Price 
Administrat ion" in one place and call it 

'I::>PACS" in another? 

Viner: We decided we wanted it spelled out at least 
at one point. 

H.w.Jr: I see . 

Haas : It should have been spelled out the first time. 

H.W. Jr: "The Office of price Administration and Civilian 
Supply is making every effort to obtain the 
c~~eration of producers and distributer& in 
1 ting price rises. These measures to re-

' strain price rises though they have unquest ion­
ably been hel pful are inadequate to meet the 
sit uation confronting us. We have gone only 
a small part of the way it will be necessary 
to go . We must attack the problem on all 
fronts if we are successfully to check infla­
tion. 

Certain tax matters relevant to the problem of 
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inflation are discussed later. The problem, 
however, cannot be met by tax measures alone. 
There should be additional action along the 
following lines . " 

Paragraph that sentence, "These measures to 
res train price rises, " as well, because it 
applies to many measures. 

All right . 

llow, "(1) OPACS should be given the power to 
fix prices where necessary." 

"Given the statutory power." Then say, "\Vitll­
out effect ive power t o impose price ceilings 
with direct sancti ons" - you see, we could 
enforce - if the President woul d go along with 
us and accept the drastic penal ty of stopping 
transportation, ue could enforce every price 
ceiling we have got. Vlhat you do, it is too 
drastic and throws the burden on labor and 
consumers also . Without effective power to 
enforce price ceilings with direct sanctions . 

?~t does tha t mean, "direct sanctions"? 

Punish a violator--

By something that hurts. 

No, by proceeding against him directly for 
violation of that specific order in a court 
of law. 

Is t hat legal langua.ge, "by direct sanction"? 

Yes. 

Yes . 

We are using now an indirect pressure and the 
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group committee in the last war used entirely 
indirect sanctions after the Labor Act was 
thrown out. 

Isn't penalties better than sanctions? 

Yes. 

I like the word "penalties." 

More generally understood. 

Penalty. 

"The mere possession of such power tends to make 
its exercise unnecessa~. The attempt to pre­
vent unwanted price increases by fiat , however, 
is bound to break down hero, as it has else­
where, unless it i s accompanied not only by· 
an adequate fiscal program to absorb bUfing 
power, but also by the additional methods 
listed below." 

Can you make a paragraph of the attempt? 

Yes , that should be paragraphed. 

Now, Ferdie, I will wait here a minute if your 
young lady is out there. 

All right, I will be right back. 

We can keep talking. 

Do you want somet hing else on page four, Leon? 

No, I am up on five trying to revise that. 

"(2) Increase the supplies of goods required 
!or military and civilian needs. Increased 
output is in itself a major objective of our 
Defense Program and the most effective and 
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desirable means of preventing inflation. 
There should be turther exploration of the 
possibilities of inducing expansion of pro­
duction facilities and labor supply where 
such response could not be expected to occur 
automatically." 

That is a good paragraph. Is everybody happy 
with that? 

Are you working on three? 

Yes . 

Do ;you want us to skip it? 

Yes. 

All right. 

"(4) Extension of the general control s over 
bank credi t . " 

Is that all right, Marriner? 

Well, I think as a general statement, ;yes, that 
is all right . Of course, as I understand, this 
is very general. That is all it can be. 

Sure . It he asks me how, I will sa;y, •I do.n't 
know,• but at least that br ings it in. 

I s that all right? 

Yes . 

"{5) Establishment of controls over the 
entire field of conswaer credit.• 

Well , ;you have got t hat read;y, haven't ;you? 

We are just--
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Waiting for us. 

Well, and I didn ' t malce good on rq prolllise 
y'88terd&T. 

I knew :rou had this. 

It is because of this. 

Only because of this, but I started in at 
nine o'clock yesterda, and canceled appoint­
ments and just stuck with this. 

When this came up, I knew thAt other would be-­

l will tey to get to it this afternoon. I am 
sorry, but :rou understand. 

Yes, I understand. 

We have got some work to do on it, Mr. Secre-
t ary, before you see us. . 

All right . 

We wsnt to have a conference with llarriner and 
Leon • s people. 

Couldn't you do that this afternoon? 

That is scheduled for this afternoon, isn' t it? 

Bell: There was no hour set . It was scheduled it we 
could get to it . 

Eccles: 

H.ll. Jr : 

Bell: 

I understood the bo:rs figured on seeing you 
this afternoon. 

Then :rou are not waiting on me? 

No, the:r are wai ti.ng on me . 
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Dan has to have a conference with our staffs. 

Then I withdraw my apologies . 

The British are eufpoaed to be at t hree in 
the Undersecretary s office . Do you want to 
postpone that? 

Are you sitting in on that? 

Yes. 

Well, let Dan do his and you (\'/hi t e) do the 
British . 

No, I Vlant Harry and George and Jake Viner in 
on my conference. 

Then I think we owe it to Marriner to give him 
the precedence . 

Then we will postpone the British unt il t omor­
row. 

On number three, I give i n advance what the 
idea is . Three, delegation to OPACS of 
priority aut hority to provide systematic 
rationin~ of scarce supplies to industri es 
making c1vilian goods . You see, the priority -
you are going to add a santence, I understand, 
Vlhich woul d take note of the necessity of 
labor rationing of consumption goods . 

Noll, if you want to - I ought to vut you on 
notice as to what this means . Th1s means 
that fOU are endorsing the idea that we have 
the d1r ect authority to make t his pr iority in 
civilian goods . We are doing it now. 

Listen--

Aren't you getting into a fight with--
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Henderson: No . 

H.!l. Jr: 

Henderson: 

H.1!. Jr: 

Henderson: 

H.ll. Jr: 

Lubin: 

White: 

H.M.Jr: 

Henderson: 

H.!.I.Jr : 

Henderson : 

H.14.Jr: 

Eooles : 

Didn't I cross that bridge when I forwarded 
_that very thing to the President while you 
were out of town, remember? 

Yes. Well, as I say, I think it is fair to 
put you on notice. 

No, but you remember I forwarded that thing. 

That is right, and we are doing it now. That 
is, we set up the first set of priorities 
wherever the utilities and maintenance of the 
services and then second for repairs--

Does th.is mean I am going to get into a fight 
with the OPM? 

Yes. 

It may be a fight you may be willing to under­
take, because I think it will have a much bet­
ter effect--

Leon - Leon, I crossed that bridge . What 
month was that? 

In February. 

So that is - I sink or swim with you. Just 
as long as I don't have to give up my aluminum 
to the junk dealers of America. (Facetiously) 

We want to say in number five, "Establishment 
of controls over the entire field of consumer 
credit by a new Executive Order . • Is that 
all right, ~riner? 

That is in the President's hands. 

I believe , inasmuch as we haven't discussed it 
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with him Tet--

No, he would say, ~ell--" 

I think when he finds out it ought to be in a 
conference, don't rou think so? 

No, I think that would be wrong. 

Now, Ferdie, are we going too fast? 

Not at all. 

How far are you? 

Item four of page 5. 

We are all right on five . We are all right-­

You have a little insert on page five , Mr. 
Henderson, as a substitute for paragraph three? 

That sentence that I gave you follows his. 

"Delegation to OPACS of priority authority to 
provide $,1Stematic rationing of scarce supplies 
to industries making civilian goods . " In order 
to obtain a fair distribution of supplies among 
consumers, it mar later prove necessarr to 
extend the rationing to consumers. 

Public consumers? 

All consumers. 

Yes, ultimate consumers. 

All right? 

Go ahead, Ferdie. 

Kuhn: O.K. 
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"(6)." We all agreed on that a l ong t ime 
ago and sent it over to the President and 
nothing happened. 

Listen, I would like to make a suggestion. 
Wait until we get down to eight. 

You are all right on six, aren't you, Marriner? 

Only partly. Let me sugrst this, t hat i n­
stead of six and the las part of eight, con­
sider the advisability of substituting under 
one of them a permit system. 

Now, merely to control capital issues doesn't 
mean much, because your great business con­
cerns and individuals with cash don't have to 
have capital issues. 

That is right , that shoul dn ' t be issues . 

Well, that is the difference. When you are 
talking about control of capital --

And we shifted. You are right . 

That doesn't mean a thing. 

That is r i ght. 

You have got capi tal issues, however. 

That is right . Well, that should be changed. 

'Nhy not, instead of controlling of capital, wb1 
not put it this way. Consider the advisabili~ 
of substituting a permit system. 

Now, in the last war all capital construction, 
a permit system was r equired before you could 
under take it . 
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Except that I think that there has already 
been a good deal of discussion with your 
group and they have agreed on some kind of an 
Executive Order which may not go so far as 
statut ory powers - as far as you might later 
want to go, but certainly has in it all the 
broad power s you are thinking of as a be~inning 
and this would relate back to that and Wlthout 
int roducing any new thought , I think you would 
be sat isfied if that other bill or Executive 
Order oould be issued. 

Well, as I understand the proposed Executive 
Order, all that does is give to a committee 
the power over capital issues. 

tlo, it wasn' t only over capital issues . I 
think it was some- -

?fuich doesn' t get at your problem. 

I think it was so worded to meet your problem 
too. 

I didn' t - I wasn't favorable to i t , because 
I felt it was so thoroughly inadequat e. 

Can I interrupt? All we are tryin~ to do her e 
i s just list it as a problem, that is all. I 
mean, it is just a short sentence . 

But I do think you have got a problem of 
capital construction, but the capital issue 
is the question of financing and t hat isn't 
the proElem, because most of this is done out 
of cash and not by issuing security issues at 
all. 

Either oash or extensions of bank credit . 

Call it, Marriner, U1e whole t hing capital, 
but substitute extensions for the word "issues", 
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and then you have got the broader term. 

That m~ be. 

"Capital expenditure s." 

That is right. 

That is all right, Dan. 

All right ? O.K. ? 

Yes . 

That would go for municipalities also then, 
wouldn't it? 

No. 

Wouldn 't it? 

It is a question of legal powers. 

Well- -

Why not? You would have control over the 
person who contracted for i t. 

You could stop it at that . 

Sure. 

How would six read now, Ferdie? 

"Creation of controls over oapital expendi­
tures." 

Is that all right, Marriner? 

Well, I think that is general enough that 
you possibly could cover everything. 
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White : 
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White: 

Eccles: 

Are rou satisfied? 

Yes. 

All right. How about seven? 

Jlr. Secretary, I don't think I am quite pre­
pared to go along with seven r et . I haven't 
discus sea this with Jake until todq. This 
is a possibilitr. Another possibility would 
be a more generalized schem of deferred pa, 
or enforced savings . I am not sure that we 
are prepared at this particular point to 8&1 
that this is the particular scheme to cut 
down con8111D.ing purchaser power and par th11111 
back later because there are a ·lot of diffi­
culties, administrative and others. It may 
be inequitable in a wq to utilize this means 
of collecting people's incomes now with a 
promise rou are going to par them back later 
because these particular people mar not 
quality later. There were a lot left out of 
the present insurance schemes . You could have 
more general words there which might cover 
the other possibility when ther get around 
to studying it. 

Well, Lauch, if rou just eliminated the word 
"and contributions,• just "which greater 
coverage,• wouldn't that meet rour point? 

That might mean outgo . 

Bringing new people in under the Social 
Security. 

'lt seems to me this thing has more merit than 
the Br itish srstem. You have alreadf got it 
set up. You can expand it and increase the 
rates, which would certalnlT have a - rou 
could build up a pig tund now br increasing 
the rates, and it would be de!lationarr. 
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Later on you could stop you:-

Well, I didn' t want to argue the merits of it 
now, Marriner . I have not studied it enough 
to make sure that this is the thing we are 
going to propose rather than a more generalized, 
deferred enforced savines . 

I am under the impression that even if you 
decided to have another elaborate scheme of 
the other sort, there still is a case for the 
extension of our Social Security program, and 
that, therefore, what you are saying is not 
really hostile to this except as puttin~ it 
here implies that that is the way we think. 

As long as this is not exclusive. 

Yes . 

~lere is one aspect of this thing that politi­
cally is signif1cant. I don ' t think it is very 
significant economically. Namely, the movement 
in various states to out down these contri­
butions due to the large size of the fund 
plus the application because of the legal 
situation of your experience rating, rrhich 
means again smaller contributions. Do you 
want to put the positive in as well as the 
negative - or rather, the negative as well 
as the positive, that there should be no 
curtailment in these contributions at the 
present time? 

There should be no curtailment. But they 
should be increased. 

The impli cation here is that we ought to move 
in t hat other direction, but I don ' t believe 
we need to spell it out here. 

There is one thing in connection with seven 

so 
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that I think you should put in it you are 
going to leave that in and that i s that the 
extention o£ the program should call for in­
creased benefit provisions that in justifi­
cation for the maintenance of rates and also 
increasing rates, that it is to increase bene­
fits at such time as may be required, and you 
could say that it would increase the outflow 
of funds we needed in a post defense period. 

Haas : We could leave it out. I mean, it is just an 
enumeration. 

Bell: 

Currie: 

White: 

Currie: 

Whi te: 

Eccles : 

Lubin: 

How about just a stuc3T of the Social Securicy 
program? 

Or measures to reduce consumer purchasing now 
to be compensated by increased buying power 
at a later date, to cover this and other 
schemes? 

I am surprised, Lauch, that you don' t want 
this in if it is not indicated as exclusive. 
I think that this increased coverage would 
be something that if it doesn't - and it 
doesn't exclude any other method, would be 
something that you would be glad to stick in 
wherever you could . 

It is increased contributions. 

Delete the"contributiona . • 

I think I would rank that as the best of the 
whole bunch, as right near the very top in 
importance, the mechanism to build up a real 
fund as a backlog for expenditures later on. 

I would like to substitute that last clause 
for the present l ast clause, leave out "would 
not involve" and substitute for it, "and would 
provide a source of income when - in the post 
defense per iod, " somethi.ng of that sort. 
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There is so much disagreement here that I 
would just as lief make it very concise and 
simply say, ~reexamination of the Social 
Security Pr.ogram. " 

For what purpose? 

Well, for the same purpose as everything else. 

For the purpose of increasi.ng coverage, in­
creasing rates, increasing benefits? 

Why do you want to control capital issues? 
You don' t explain why. It is the whole thing. 

Capital expenditures. Well- -

Control of capital issues can only go in one 
direction and that is a restriction. 

I am inclined to over simflify it . Marriner, 
don ' t feel badly if we don t have enough time 
when it comes to taxes. But I have got fr om 
now until five minutes of eleven. How would 
you like to leave it , gentlemen? 

I think the statement - leave that up to 
study with what idea in mind? With the idea 
in mind that you increase coverage , increase 
taxes, and increase benefits . That i s the 
purpose. 

Now, you are going to study to see whether or 
not it is feasible to increase taxes, benefits, 
the idea being that if that could be done, it 
would increase the out.floiY of funds when 
needed in the post defense period. 

May I suggest this? 

"(7) Extension of Social Security program 
along the lines which would increase the flow 
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funds to the Treasury !rom current income 
during the emergency. " 

"And l ater increase the - • we could add to 
that, "and later would increase the outflow 
o! funds when needed in the defense period. • 

'!hat is good. 

I like that . 

That does it. 

Does that suit you, Lauch? 

No, that doesn't suit me, that last sentence. 
I don't know what that means. 

What? 

"And increase outflow of funds during the 
defense period." 

No, ~oat defense", after . It increases funds 
to the Treasury now, and there will be an out­
flow of funds later when needed. 

I didn' t hear the word "post.• 

With convenient measures to accomplish that: 

Yea . VJith the idea of making it accomplish 
that . 

Have you got it, Ferdie? 

Yea, "!n extension of the Social Security pro­
gr&ll along linea which would increase the !low 
of funds to the Treasur,r !rom current income 
during the emergency and would increase the 
outflow o! funds in the post defense period. • 
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Can you say "Sooial Seourit,y and/or other 
means"? 

What does that mean? 

Social Security and other programs. 

And other measures. 

&loh as what? 

Bearing on payrolls, you have got to bring 
that in. 

Such as what? 

You may \'lant to have a more generalil:ed-­

Dismissal wage , you mean. 

•• •• than just the Social Securit,t ' s deal . We 
~~ by next year, want to go something like 
the British system, I don't know. I really 
haven' t canvassed that ret. 

But there will be three more memos between 
now and next rear. 

I would like to leave it the war you have got 
it now. 

Read it , Ferdie . 

"An extension of the Social Securitr program 
along the lines which would increase the flow 
of fUnds to the Treuucy from current income 
during the emergencr and would increase the 
outflow of funds in the post defense period." 

54 

• 

Regraded Unclassified



H.U.Jr: 

Viner: 

Kuhn: 

Lubin: 

H.M.Jr : 

Eccles : 

H. ll. Jr: 

CUrrie : 

H.ll. Jr : 

Kuhn: 

H.V:.Jr: 

Eccles: 

H.ll.Jr: 

Eccles: 

-53-

Does that satisfy you, Jake? 

Yes . 

You could put in ~ould increase the outflow 
of funds when needed in the post defense 
period." 

It needed. 

Lubin? 

llarriner? 

I have got "increase the outflow of funds 
when needed in the post defense. • You 
could say "if needed," if there is any "if." 

If you don' t mind, Lauch, as someboqy said, 
there will be three other memoranda. · 

That is right . 

All right, can we go on to the next? Are 
you all right, Ferdie ? 

Yes, sir. 

What about eight? 

It seems to me that your reduction of non­
Federal expenditures--

Non-essential. 

.. .. belongs with nine, at least that part . 
I would put "reduction of non-Federal expendi­
tures" and "an appeal for economr to states 
and local governments, " tie that toget her 
under one heading. I think that the "Federal 
underwriting, non- emer gency housing expendi turn , 
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mortgages," belong under the capital issues 
t hing. I think you might expand that because 
a capital expenditure for a store buil ding or 
a house or a plant--

Take your suggestion~ "reduction of non- es­
sential expenditures and "an ap~eal for economf 
to State and local government s , I think those 
things could go together in nine . 

Want to leave out the last half of eight? 

l/o . 

No. I could agree technically t hat i t is a 
capital issue, but in order to make sure that 
the President sees it, I would like to make 
it nUillber eight. 

That is all r ight, make it separate, then. 

Because we have already been moving in that 
field ourselves. 

Well, the only question I rase , all you are 
talking about is Federal lending and under-
11'l'iting. It isn't just the Federal thing that 
you want here. 

Dan, is it all r ight to put that non- essential 
Feder al, state, and local thing in together? 

I think so. 

That would be taken care of in the earlier 
part, whereas you would hardly be given control 
over Federal, so that I think--

No, Well, all right. 

Privately taken care of. 
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Ravin~ taken out "the non-essential Federal, " 
what 1s left in eight? 

"Reduction of the Federal lending and under­
writing program, such as non-emergencr, housing 
expenditures ·and mortgage guarantees. ' 

Nine would read, "Reduction of non- essential 
Federal expenditures, " semi- colon, "also an 
appeal for economy to state and local govern­
ment s. " 

Is that r ight? 

Yes, t hat is right. 

Want to step out a minute, Ferdie, and get that 
started? 

Before you go out, of course, as you say, there 
are thr ee more to come. 

Three more'? 

Somebo~ said there were three more memos to 
oome. 

You said that . 

If we ever get it out publiclf, instead of 
curtailment of the borrowi~ for non-emergency 
expenditures, I would make 1t a positive, the 
building up of a back log for the post defense 
area by postponement of non- emergency expendi­
tures. 

I t is all right. 

'~Even with substantial action along all of 
these lines it seems probable to us that some 
undesirable price inflation will occur in this 
f i scal year if our t ax program is not carried 
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further than has as yet been proposed. We, 
therefore, urge that the tax program now 
under consideration by Congress be reex&Ddned 
in the light of the following considerations.• 

'l'ha t ia where we need Lubin 1 a paragraph. I 
started writing it up. 

The catch-all? 

Well, a better tie-up on the problem of in­
flation with the tax program. 

Let's wait until Kuhn comes back. 

To eave time , Roylli;tht trr to write that 
basket paragraph on taxation. Lubin is writing 
a different one . I mean, it might be accepta­
ble. ! paragraph which would direct the 
President's attention to the other tax com­
ments which were in the first dra.ft, Roy, and 
which were deleted in the subsequent draft. 

One of those was joint returns. I don 1 t know 
if you have made up your mind, Kr. Secretary, 
on that subject. 

Well, I have ~~&de up 1111 mind, but there ia 
'so muoh difference of opinion here . I have 
never discussed it with Sullivan. 

And with respect to individual income taxes, 
I am not sure What the Chairman had in mind 
about - or Wr. Currie had in mind about that. 

I think thet--

Or you could han one sentence aa;;ring that this 
is the onl.T tax . I think there ia something 
in the criticism that unless ;you mention acae­
thing, it will seem that the President approves 
of everything else. 
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Well, Ur. Roosevelt has a mind of his own, 
and when he gets this thing, he will say, 
"Now what about these other things?" 

Are you all right, Ferdie? 

Yea, sir . 

Let IS go , 

"It is important that the annual addition to 
the Treasury revenues provided b1 the new 
tax bill shall not fall below the $3.5 bil­
lion level. In fact , it is apparent from the 
size of the appropriations and the pressures 
of consumer purchasing power on prices that 
further increases in rates or extensions of 
taxes will be necessary not later than next 
Spring." 

We are talking about a three and a half bil­
lion tax bill. I am just wondering whether 
we shouldn't say that taxes even beyond this 
amount . 

That is there, isn 't it, U8rriner? 

Should not fall below it , you see. 

Well, the next sentence , "further increases 
in rates or extensions of taxes will be neces­
sary not later than next Spring." 

Yes, but the rates that you put in next spring 
don't give you the revenue until the following 
year. 

True . 

Which isn't soon enough. It seems to me that 
with a year's lag existing, that you have got 
to get your tax bill in - passed this year so 
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that you begin ~etting your revenue next year. 
If you wait unt1l next spring to put it in, 
in '42, it is just too late to do any good on • 
this front. 

Do you want to mere~ say, "are necessary,• 
period. 

~ill be necessary. " 

"Should like~ be necessary before next spring. " 

That is all right. 

Well, I have got - I think they should be pro­
vided for now. 

The question is whether now or next month. It 
mar be good to get this bill out of the way. 

"Should be provided for this year." That is 
what your present tax bill does, provide for 
taxes this rear that you collect next year . 

How would this do, simp~ say, "increase in 
rates or extension of taxes will be necessary, • 
period. Then you have no time factor. 

Well, that is better than putting "next spring. • 

Cut out, "not later than next spring." 

I would out that out. 

We can do it this fall , next January, any time 
we want . ill right, ).farriner? 

I would say, "are neceasary. • 

It leaves the date open. 

"Taxes are necessary. • I am satisfied with that. 
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Someone brought up the point about a little 
leeson to Doughton and Cooper on taxes and 
inflation. Is this where you had in mind it 
should go in? 

No, it was right before part two in the 
transitional paragraph Lubin is drafting now. 

In form - it reads that they are necessary. 

61 

"In formulatin~ the excise tax program an 
important cons1deration should be to reduce 
the demand of producers and consumers for 
scarce commodities which compete with Defense 
Program and to absorb windfall profits result­
ing from scarcity of supply rel ative to demand. 
Thus the tax on passenger auto~obiles might 
well be made much higher than the 7 percent 
adopted by the Committee . The production of 
passenger automobiles will undoubtedly have 
to be greatly restricted. It would be extremely 
difficult to prevent price rises on cars sold 
by some retailers or the setting up of a 
"black market" in new and slightly used cars . 
It is probable that the excise tax will in 
large part come out of windfall ~rofits to 
producers and dealers in automob1les, rather 
than being passed on in full in higher prices." 

I think there, Ur. Secretary, that they will 
be Dassed on in full. I wonder if it isn't 
probable that the absence of a high tax will 
result in windfall profits. Profiteer s would 
then be in a position to take advantage. 

That is right . You are right. 

Here is a suggestion I would like to make on 
it along that line. "It is probabl e t hat a 
sufficiently high excise tax will prevent 
increased prices from resulting in windfall 
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profits for dealers and middlemen and will 
not increase prices of automobiles to con­
sumers beyond what they otherwise would be . • 

Are you sure of that? 

That is good . 

Beyond What thg,y otherwise would be . 

The price would inolude the tax. 

That is right, but the point is, if we didn't 
put the tax on, the consUlllers would pay just 
the same as they did otherwise. Therefore, 
the tax amounts to, you see - did you get 
that? 

I am going to get it from you, if I may. 

All right. 

"It is probable that a sufficiently high excise 
tax will prevent increased prices from result­
ing in windfall profits--" 

Wait a minute, you know he writes longhand. 

Oh! 

It is all right. 

He is pretty good, then. 

He is if he got it. 

~or dealers and middlemen and will not increase 
prices of automobiles to consumers beyond what 
they otherwise would be ." 

Do you want to add a turther thought, Leon, that 
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moreover it will also make the problem of 
price control much easier? 

That was certainly in our minds. 

Yes . 

otherwise, it appears that price control 
might replace that, when that isn' t so. 

Well, isn't this whole program to lessen 
the problem of prioe control, and isn't Leon 
in the beginning indicating that the whole 
thing is real4' to supplement and reduce 
what otherwise would be necessarr by way ot 
price control? Don't you think that is 
implied in the first part, Harry? 

Yes, it is. 

We are going to try to control prices at the 
second-hand level and the trading level. 

Is that wording agreeable to you? 

Oh, yes. 

It is all right with me, then. 

Now we go ahead. 

Ferdie, you are waiting tor six, aren't you, 
to get something from Lubin? 

Could we have a look at what I have got here? 

Please. 

Second paragraph. 

"Even with substantial action along all of these 
lines it seems probable to us that some unde­
sirable price inflation will occur in this 
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fiscal 7ear unless there be a radical change 
in our attitude toward our tax structure. 

64 

It inflation is to be controlled, a tax pro- • 
gram should be enacted which will increase 
the tlow ot tunds into the Treaauey sutti-
cientlf to curtail the preseure - the upward 
pressure of the contuming purchaa~ower on 
the price level of the limited eupp of fOOds 
which will be anilable in certain ea. 

I think that is all right . I would find 
another word for •radical," there. 

"Drastic.• 

These conserTatives never let up, do the7? 

How is this on that? 

"The principal mechanism tor divert}!f the 
rising stream of buying power from lation&PT 
outlets is taxation. It is the most effective 
as well as the most equitable of all the broad 
functional powers of the Government. The tax 
system should be designed to recapture tor 
the Government a large part of defense expendi­
tures and, so far as possible, to reduce con­
sumer demand for goods, of which the supplf 1a 
lnadequa te, to tax back into the Treaauey 
ourrentlf an amount equal to that ~ent dur­
ing the - • well I have got ~ere, "tax back 
in the Treasuey the amount spent during the 
aergen07 progrllll is not practical. • 

I would take what you have got there inJrat­
erenoe to mine, it 7ou leave out the eq tT 
considerations. 

It is the most effective--

We are talking now about onl7 one thing, con­
troll of inflation, 7ou see. 

' 
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An engineeriDg job to be done . 

"It is the moat effective then of all the 
broad functional powers at the command of the 
Government . • 

And then leave out the question of taking back 
and so forth. Leave in onl7 the question of 
consumer demand. 

Well, it isn' t as effective as direct pr ice 
control. 

C»l, yes it is. 

Well, we a41 "direct price control--• 

"Effective without taxation. • 

Do you mind reading that slowly, uarriner? 

I just 841, "The principal--" 

This is to came after nine, is it? 

"The principal mechanilllll--" 

We ought to have an introductory paragraph. 

"Even with a substantial action along all of 
these lines, it seems probable to us that 
some price inflation will occur in this fiscal 
year unless we have a drastic c~e in our 
.~ttitude toward our tax structure . 

Then go on. 

"The principal mechani sm for diverting this 
r ising scheme of bu,ying ~ower !ram inflation­
ary outlets is taxation. 

Yea. 
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It is the most effective of all the broad 
powers - " you out out functional - "at the 
command of the Government. The tax system 
should be designed to recapture for the 
Government- - " 

Leave that "recaptured" stuff out . 

You don' t need a~ more on that, do you? 

Just drop it then. 

Explain how your tax--

Simply say, "The tax system should be designed 
to reduce consumer demand--" 

That is right. 

" .•.. for goods of which the supply is inade­
quate." 

And stop r ight there. 

Just do it again. 
said that I wasn't 
mind? 

There is one thing you 
quite sure about . Do you 

"Even with substantial action along all of 
these lines, it seems probable to us that some 
undesirable price inflation will occur in this 
fiscal year Unless our--

'~nless we have a drastic change in our present 
attitude toward our tax structure . " 

"Tax policy. " 

Just a minute, aren't these fellows going to 
say, "What t he hell do you t hink we have been 
doing?" Do you want to say that it has to 
be drastic? 
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~nless there is a tull realization of the 
rule--" 

Can't you say, "more comprehensive"? 

It is all right. 

I just thought "drastic" might be a little 
offensive to them. "Comprehensive"? 

It is all right . 

"Comprehensive " and "marked . " You can use 
both words. 

The weakness of the whole program lies in the 
fact that t hey haven't conceived of taxation 
as a means of controlling inflation. They 
are thinking of it only as a revenue measure. 

Would you read yours again slowly. 

Right. 

"The principal mechanism for diverting this 
rising stream of buying power from inflationary 
outlets is t axation. It is the most effective 
of all the broad powers at the command of the 
Government . The tax system should be designed, 
so far as possible, to reduce consumer demand 
for goods, of which the supply i s inadequate. • 

Are you satisfied with that, John? 

Yes , sir. 

Roy? 

I think so. 

What don't you like about it? 
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I am a little lk1tt1ah about the last 
sentence. 

What h that? Speak up, RoT· 

Would you mind rtadlng it again, Ill'. 01&11'11&11. 

~e tax system should be designed to reduce 
oon~er demand--" 

Well, that is O.K. 

"... . tor goode - now you can atop there, it you 
want to, but I would say tor goode ot llhich the 
euppl.T ie inadequate. You don' t want to re­
duce the con~er d..and tor goode it you 
han got an excess euppl.T. You want to re­
duce the deaand tor goode ot which the euppl.T 
1e inadequate. 

I guess that is general enough. 

A.re you satietied? 

Yee. 

.lre ;you? 

That is all right. 

I think you han got t o add that part. 

Yea, I think eo. 

I haTe two objections to Lube's eeDteDce. 
The first is the word "unleee,• because I 
think that we are not going to haTe an, per­
teat oontrola, and you are going to han 
undesirable price rhn and then a radical 
change in tax policy, I agree with the Seo­
l'ltaPT that - or attitude tOW&l'd tax policy, 
that that ie likel.T to be an attrcmt to the 
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Committee. I would say something like this: 
"There will be these undesirable price rises 
except to the extent that they may be con­
trolled through tax policy." 

Good. Sounds all right. You say in spite of 
all these other activities , there will be 
these other price rises except to the extent 
they can be controlled by the tax policy. 

Isn't that saying the tax policy can control 
them--

No, except to the extent--

You start it with "even if." You still re­
tain, "even with substantial." 

This is the only other one, though. You are 
sayi ng we have these. Even if you do these--

We still need more taxation. 

That isn't what it says. You are saying 
except to the extent that you control it through 
taxation. There may be some other thing that 
you haven't put in here,which is logically 
excluded. 

If you add "under other means," then it be­
comes meaningless. 

You proposed a tax on something all through 
this bill, and they said, "Why, no. Henderson 
will take care of that." 

If you say, "and other means," what you are 
saying is that you are going to have price 
rises unless you don't. 

Get together, bors, we have got to move. 'J.'hat 
is it you are arguing about, Gaston's revised 
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statement? 

Yes. 

I think one word in that statement - I don't 
know what it goes like now. 

I t is, "even with substantial action along 
all of these lines, it seems probable to us 
that some undesirable price inflation will 
occur in this fiscal year except to the extent 
that it can be controlled b.y a tax policy.• 

"By national tax measures." 

You can't control it this year . 

I am inclined to think it was a little safer 
as it was said before, if you water down 
the "drastic" to "comprehensive." Maybe 
Herbert won' t object to it . 

'!t seems probable to us that some undesirable 
pr ice inflation will occur this year unless 
we have a marked and--" 

You can correct the whole t hin& by a radical 
change in your tax policy is what that im­
plies. 

Wbf don't you S&J •taxation and other means." 
Then you come to, "The grinolpal mechanism for 
averting this is taxes, but you don't say 
it is t he only one . 

Yes, I think that is safe enough. 

How is it now, Ferdie? 

"It seems probable to us that some undesirable 
price inflation will occur in this fiscal 
year except to the extent that it can be 
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controlled by taxation and other--" 

"'ther policies." 

• ••• • and other policies. • 

That is right . 

. - . 

Now the principal mechanism for diverting it 
is--

I don't like to be meticulous, but that state­
ment sounds - you are going to have price 
rises unless you can control them by taxa­
tion and other means. 

That is r ight . 

Which will not be sufficient. 

Back on page four you say, "The problem, 
however, can not be met by tax measures alone." 

Now we are saying they can't be met by tax 
measures plus everything else . 

No, you are emphasizing fOur tax program now. 

Let me tell you what the Vice President, 
according to Dow Jones, says: "Vice Presi­
dent Wallace strongly enforces a policy of 
stiff taxation and Gover11111ent bond buying by 
individuals as means of holding down con­
sumer purchasing power and checking possible 
price inflation. The Vice President's position 
on the contr oversial price control policy was 
disclosed yesterday to Associated Press re­
porters. The problem has been under discus­
sion for several weeks. The effective way 
to check inflation is through Jlll)asures which 
would hold down through purchasing power 
rather than by direct price control measures 
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as has been proposed by the Price Contr ol 
Administrator Henderson. " 

This is fair ly hot. 

Yes . 

I think this is logical , Mr. Secretary. You 
say you can' t achieve these things by taxa­
tion alone, but in this sentence you are say­
ing that you can't do it without taxation. 

That is what I say. 

Why don't you just say: "Even with all t hese 
measures listed above, there will be some 
undesirable price rises, and an im~ortant way 
to accomplish further corrections 1s the 
tax instrument . 

But in order to kee~ those price increases 
down to a minimum, 1t is essential . 

That is right . 

That is the way I liked it, but I am sorry I -
I don' t get it now at all. 

What you are really saying is, unless taxation 
is ereatly increased, aren't you? 

Read it once more , will you. 

"Even ~ith substantial action along all of 
these lines, it seems probable to us that some 
undesi rable price inflation will occur i n 
this f i scal year except to the extent that it 
can be controlled by taxation. " 

I woul d say, "except to the extent that further 
tax measures control it ." 
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That is all right. 

That would fit in with the rest if that 
is what you have in mind. 

That doesn't exclude other measures. 

I don't like it. It looks to me as though 
you are really not sayine anything. 

You are saying that you need further tax 
measures. 

Why say it in a double negative form? On 
one hand you say one thing and then you sar 
''Not matter what. you do, you are going to 
have inflation anyway.' Try it once more. 

You might say, "Unless further tax measures 
are taken to control it . " 

Why don't you say, "The principal means for 
converting this rising stream of buying power 
from inflationary outlets is taxation"? 

That is an explanation of your first sentence. 
It elaborates the first sent ence as to why 
you do it. 

"Even with all that has been - all these 
controls listed above , there will still be 
undesirable chanf es. Other means must be 
sought to contro them. The most important 
of these is tax policy." 

That is good. 

Now put that down and let's see how that sounds. 

"Even with substantial action along all of 
these lines, it seems probable to us t~t some 
undesirable· price inflation will occur 1n this 
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fiscal year." Stop. "Other means must be 
sought to control it." And then go on to 
Mr. Eccles ' , "The principal and most effective 
weapon is taxation.• 

Is that all right? 

O. K. That is what I was trying to get. 

Let 's go to press. 

May I ask one question before I take that out? 

Yes. 

At the very beginning of page six it would 
read, "Reduction -" number nine, (,Reduction 
of non- essential Federal eJpenditures. Thus 
building a backlog fo~ the post defense period. 
Also in a field of ecouomy for state and local 
expenditures" and so on. 

"Building a backlog" applies to both. 

It applies more in this period to the states. 

Ferdie, if you can get that in, I doubt if 
we can get any more. Go ahead, will you, 
Ferdie . 

I f you like, you can skip to the last page, 
because the others, the revision is merely a 
smoothing and a clarifYing of the illustra­
tions. It doesn ' t raise any points . 

J.fay I read it? 

Roy, on page eight, isn ' t that practically 
the same, eight? 

Yes, it is . 
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Are there any changes on nine? 

No, no changes on nine. 

Ten? 

No changes on ten. 

Well, now, does anybody want to say whether 
t here is anythine they, could do at the bottom? 

!Jarriner, did fOU write anything out at the 
end? Is there anything that fOU have got 
written there? 

You mean on the tax picture? 

Yes, something that could go on at the end? 
Do we have t ime to have it written? 

No, I didn' t fit in anything on the end. I 
was thinking of the excess profit end. I t 
seemed to me that it possibly could be made 
a little more effective , and I had here this 
thought , that during the emergency we should 
have to rely heavili upon the excess profits 
tax, because, business units, are the greatest 
beneficiaries directly and indirectly from 
defense expenditures . The profits accruing 
from the expanding national income tend to 
become concentrated here in the first instance. 
Consequently, one of the surest ways to insure 
aga.inst price inflation is for the Government 
to le!l on such profits and divert them 
directly into t he defense program before 
they are distributed into the general income 
stream through higher wages and increased 
defense dividends . If not so diverted at 
one, they will swell the general level of 
effective purchasing power in the country, 
and the Government will be obliged to go 
through the far more complicated operati on 
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of checking more of them through personal 
income, excfse, and other forms of 
taxation. You have to do that anyway. Tap­
ping these profits at their source is a logi­
cal procedure during this emergency . Perhaps 
the most compelling reason for - perhaps the 
most compelling reason of all for the imposition 
of excess profits tax is that if not taken 
by the Government, such profits will lead to 
further demands for higner wages and properly 
so. If wage increases continued to be 
freely granted to those who have already 
received substantial wage increases, they 
will swell unduly the volume of consumer pur­
chasing power." There is one other point, 
and then I am through. 

"With the increased personal income tax that 
will be required in any event, especially in 
the bracket s of from five to fifty thousand, 
many corporations may be expected to leave 
large portions of their profits undistributed. 
In the absence of an undistributed profits 
tax, therefore, these profits, unless taxed 
through excess profits tax will be beyond the 
reach of the Government. 

I think much of that i s very good. I think 
you can boil that down. 

Yes. 

The only point that bothers me about that is 
that excess profits tax is not an issue here, 
as I gather it, but the form of the tax or the 
extent of the tax. 

Well, the pr ofit s about which the Chairman 
is speaking--

Go ahead, Roy. 
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The profits about which the Chairman is speak- . 
ing are taxed seventy-two percent under the 
proposed Committee bill, and it is not that 
as{>ect of t he bill to which lYe have taken 
obJection. 

Oh, no . The taxes I am speaking of are not 
taxed seventr-two percent, because if you 
exempt enough beforehand you don't get into 
the excess profits tax. An excess profit 
tax, it seems to me, is a question of defini­
t i on. Anything above a certain fixed rate 
on capital, I think most of us possibly con­
sider it as an excess profit. 

The profits growing out of defense is what 
you started out with. Those are the ones 
that are taxed under thi s law. 

How do you mean? 

Everything in addition to the previous income , 
previous profits, above - rather a moderate 
percentage, which has been lowered in this 
bill, are subject to taxes of sixty percent 
excess profits plus thirty percent normal 
tax, or an effective ra t e of seventy-two per­
cent. It is the profits they earned before 
the defense period which they may continue to 
earn which are not taxabl e. 

That doesn't mean that a corporation which 
earned a profit before the defense period is 
not making a profit now out of defense . That 
doesn' t mean that at all, t hat a corporation 
may well - they may well have made their 
vrofits out of selling somethine in 1936 and 
37 and ' S8 and 139, and they are now making 

their profi t out of defense. 

I see your point. 
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!s a matter of fact, these huge expenditures 
today are the thing that is creating the 
profits for your corporations. The automobile 
industry will be making profits out of 
defense next year, not out of the production 
of automobiles, if they make them. 

Raving cut down the corporation's profits from 
its normal sources and having substituted 
profits from the defense sources, you want to 
step in and tax those profits very heavily, 
although you have really taken aWBy their 
normal source of living. 

That may well be. 

Roy, I think that is the weakest part o! the 
statement. I think that - there lS a small 
part that might be rewritten without affecting 
much - the force of much of his statement. 

I thought the present law was very fine, the 
proposal, except with regard to that portion 
o! the profits which represents what they 
earned before. 

That is why I think 1! you left that particu­
lar portion out and used much o! the remainder, 
I think you have got a very much stronger 
statement which mlp;bt go r ight to the end 
without violating fhe thought that you have. 

I think the language is excellent about excess 
profits. I would agree on that. VIe are very 
close on time now. 

Can I say this, gentlemen, and that is this: 
all that I am trying to do this morning, with 
your help, is this is forcibly to bring to 
the President's attention the question of 
inflation, prices, taxes, and the seriousness 
of it which I have been unable to interest 
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him in, talking here, up to now. 

Now, we really only started on this th!;f 
yesterday, and I think considering eve hing 
and considering the divergence of opinions that 
are represented, personally I am delighted that 
I have got even as much as I have. This cannot 
cover the waterfront and doesn' t but - and it 
isn't the last word either but I t hink that 
with what we have, if the President would only 
r ead the whole damn thing, it certainly would 
forcibly and dramatically bring to his atten­
tion the thing that we want. If he will take 
this and read it to these two men, I feel 
that I, with the help of ever,ybody here, have 
accomplished a great deal. I don' t think that 
in the few minutes left we can begin to 
interpret this t hing, and I am not going to 
say to the President that everybody has had 
his last Wb~d or that this represent any­
body's opinion. I don't think we can go 
much further than what we have. 

Can't you say to the President that this in 
general - we haven ' t tried to get down to 
detail, but in general it does represent 
everybody's opiDion? 

I was afraid to say that. If I could say 
that--

You can certainly say in general, as far as I 
am concerned. 

Nobody will take issue with any of the funda­
mentals in it . It is just a question of a 
lit tle detail here and there. 

How about you, Lauch? 

That is right, ~. Secretary. 
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I didn't want to go so far . Our people , we all 
started with it yesterday morning and got 
this thing through at five and got i t over 
there l at . and it shows at least ther e is a 
group in Washington that can work together, 
which I think is vecy encouraging. 

That is the most encouraging thing about it, 

There is a group that can work together and 
eighty percent oe in agreement. 

!.ty guess is that eighty is low. 

A hundred percent agreement on fundamentals. 

I would think that it is important to - i f 
you are going to say that this grouv met and 
we considered this, that that doesn t mean 
anything unless along with that you can say 
that this group is in unanimous agreement as 
to the general program here. 

Well, can I say that? 

Yes . 

I think you ought to find out , because I 
think it is terribl,y important i f you can. 

Can I say that? 

You can for me . 

You can for me. 

And for me. 

How about you, Lauch? 

Yes . 
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Wonderful. That is the beat - that is the 
most encouraging thin3. 

" --

Now, much of What Marriner says can be 
worked in later before the Senate or anything 
subsequent. 

You are going to have several chances. The 
chance that I hope you will have is that the 
President will say, ~ell, now, this is fine, 
Henry, will you please, with the help of 
these other gentleun, draft a message for me 
to Congress and take a week to pour the stuff 
into it. Then, if on the other hand, he says, 
"I don't want to go ahead," then~ next 
chance will be when I appear before the 
Senate Finance on the opening of the bill, 
and I will certainly ask you gentlemen to help 
me on that statement. 

If the President will open the door, it will 
make a lot of difference . 

In the room here, if the President doesn' t 
sa,y something, we have got about as much 
chance as a snowball in hell during the months 
of July and August in the Senate . That 
doesn't mean that I will pull m,y punches when 
I go up there . I will just go down the line. 
I can't tell you how much I have appreciated 
it. It is the most encouraging thing that 
has happened to me in months. If you will 
leave these copies, we will send you each a 
corrected copy just as soon as it is finished. 
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taken to ohlok 1DtlaUoa. Coagreu hae aade prorta1oa 

for the trea111.1r, ~ eell defenee en1Dge bond• and et&.llpe 

and ao t o abeorb, for the Defenee Prograa, tUIIde whlob 

lll~t otherwlle be ueed tor oiT111aa purobau of goode. 

'lhh prograa 11 well under ••7• 
fhe treaeur, Depart .. nt hae allo lauaobed a pl&ll 

t or telling taX uUoipaUon no tee wh1oh will fao111 tate 
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the prepa,yaent ot 1nco .. 10ue• and will 110re pro11P1017 

withdraw purohaa1ng power repreaen10e4 b7 auoh 10axea. 

!he war• aa4 lieu a Oollal the 1e hol41ag til'lll7 

1;0 1:he goal ot . , . 5 bilUon troa 1:he 10ax bill. !be 
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ott1oe ot Price AAalniatraUon u4 01't'illu hPJilr 11 

aak.lng nerr ettor10 to obtain the cooperat1oa ot producer• 

and distributor• in lia1t1ng pr1oe ri•••· !heee .. aaurea 

to re1tra1n pr1oe riaea thougn ther ha~• unqueetionablr 

been helptul are iaa4equate to aeet the ei tuat1on ooa­

tront111g ua. We ha~• gone onl7 a aaall part ot the war 

U will be neoul&l'1 to go. We mat attaclr. the problea 

on all tronta 1t we are aucoeeetull7 to oheolr. intlat1oa. 

Certain tax aattera rele~aat to the problea ot 

lntlation are d1aouaeed later. The problea, howa~er, 

oaanot be aet b7 10&% •aaurea alone. '!'here ahoul4 be 

1441 U onal action along 1:he t ollow1ag 11aut 

( 1) OPAC8 ahould be g1 ~•n the power to t1x pricu 

where neceeaarz. Pr1oe rieee cannot be coatrolle4 -when 

111tlat1oaarr toroea are at worlr. without ettecti~e power 

to i~ee pr1oe oe111nge. !he aere poeaeaeion ot 1uch 

power tenda to aalr.e ita exero1ae UDDecea1ar7. !he atteapt 

100 pre~ent UDW&Jite4 price 1aorea••• b7 t1at, howe~er, 

h bOWid to brealr. down here, •• it hal elaewhlre, unlen 

U h aoooapanied not onl7 b7 aa adequate t1acal prograa 

to ab1orb bUT1ng power, but alao b7 the 1441 Uonal 

aetho4• 11etld bel.ow. 
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(2) bON&80 1:ho !!PpllU ot coo!• 1'!9ll1ro4 tor 

111ll!a1'7 u4 o1Y1Uu aoo4o. laON&8o4 wtpa1i 1o 1a 

1~eolt a aaJ•r obJ••'1~ ot our Dotoaeo Procraa aa4 1:ho 

110111 otteoUYe u4 4oe1rablo •u• ot preYOaUac 1a­

flaUoa. !boN llhoul4 bo tur1:hor n;ploraUon ot 1:ho 

poet1b111,1oo ot fa4uo1a& ozpaaoloa ot pro4uo~1oa fao111-

Uu aa4 labor OUPP17 wheN ouoh Nopoaao ooul4 ao1i bo 

tX})OoW4 1io coeur ou1;oaaUoal17~ 

(3) &ztono1oa ot 1:ht PNIOD1i •r•••• ot pr1or11i1oo 

tc 1Dolv4o •J•toaaUo roUoD1ar ot acaroo oappu .. 1;o 

(4) J:xtoao1on of \ho general oontrolo onr baDk 

Crt411i. 

(5) J:o1;abllllhlloD1i Ot OOD~rolo OYer tho ODUN t1ol4 

Of OODIIlMr ON41 1io 

(6) ONaUon ot ooa1irolo onr oap1'al 1ooaoo. 

( 7) .All oxtono1oa of t.he seoUl 110our1 1;J prcgraa 

aloe& llllea b7 whi.oh &N&Wr oonrop aa4 ooa~bvUou 

WOII14 1aoNaoo 1:ho flow of tllado 1;o tho !NaiiU7 froa 

OllrND' 1DOOM 4111"1J1& tho OMrpDOJ aa4 Wftld D01i 1DY01TO 

aDJ auba1o&IIUal laoreaoo 1a 1iho 011rren1i ovUlow. 

(8) A NducUon ot non-oooon1i1al ro4oral expoa41-

1;urta and ot 1:ho ro4oral loD411l& aad llD4orwr1 UDI procroa, 

llloh &I DOD--rpDOJ boui1AS oxpon41WNI &114 aor1iiJIP 

&\lai'IA, •••• 
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(9) Appeu ror eooao~ 1a nate Ul4 looaJ. ao•en­

MDW u;pn41 ftl"' P4 ror oartallaoat of tho1r borrow­

ins tor 11011-o .. rplloJ elQ>eD41 taro•. 

Enn w1 t:tl IUbltaDUU aOUOII UOIIS ul of tho .. 

liD .. 1 t eeeu probable to u• that •o .. ua4oe1rable prlee 

1Dtl8Uoll w111 ooour 111 ~~ fhoal JO&r 1f our tu; 

prograa 18 Dot oarr1o4 fllrtbor ta1aa hae ae Jet boe11 pro­

po884. 'fe, thorotoro, vp that b taz prograa aow 

1111der oone14oraUoll b7 0011~ .. bo roeua1ao4 1a tbo llpt 

ot the t ollow1Dg oone14erat1oDe. 

It 1e 1~rtallt 1illa1; the unu&l &441 Uo11 to tbo 

!rouur7 ronDa.. prort4o4 b7 t:tlo ••• taz b111 ehall aot 

tall below t:tle t3·5 b1111oD lenl. Ill taot, u 1e ap. 

parut troa tho elao of t:tle appropr1aUo118 &D4 t:tlo proo­

Al'Oe or ooa-r parobaatAc power 011 pr1oe• that turt:tlor 
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cvu.. 
111orouee 111 rate• or exto11t1oa• ot tau• ....... aa--11"1011 aeoo•Ml"7. 

•ot 'atax M n next 'pr'•l• 

I11 tor.ul&Uac t:tle ozo& .. taz prograa aa 11111P0rt&Dt 

oou14orauoa llholll4 bo to ro4aoo t:tlo 4o118114 or proclaoore 

&114 oo11naer• ror •oaroo ooaao41 Uee llhieh ooapote w1 t:tl 

))ofollee Proii'UI &A4 to ab•o..- w1114tall pronto ronltlD& 

troa eoaro11;J' of nppJ.7 rolaUn to 4o118114. ~~ tho taz 

• 
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011 pueenger au~110bil .. llight well ~ •de mch higher 

~ the 7 pel'Oent adopted b7 the CoUi u... '!'he pro­

duction ot passenger autoiiObilea will UD4oubtedl7 baTe 

• •• 

to be greaU7 reatricted, It would be u :treael7 ditticult 

to preTent pl'ice l'ieea on care aol4 b7 aoae retailera 

or the setting up ot a 1 blaclt 11arltet1 in new and el1ght17 

ueed care. It ia pr obable that the exciae tax will 1D 

large part co11e out ot w1Ddtall prot1 h ~ producer• and 

dealer• in au~aobilea, rather than being paued on 1n 

t ull in higher prioea. 

£uto110bilee are aentioned because the7 are perhapa 

the 110et iaportant e:u..ple. Other colllll041 t1ee which N.:t 

be in the a&~~e categor7 lhould be exaained to deteraine 

whe ther an exciee lhould be i~oaed and it eo, whether 

it should be on the tinal produot or on a scarce aater1al 

entering into the product. Through euch taxee the demandl 

t or the 110et eoaroe ooiii!IIOd1 tie a and the large w1Ddtall 

protita whioh &&7 be aade b7 tboae a1oap1ag prioe control 

would be reduoed. 

4 basic reTieion ot the exoe11 protita tax plan il 

urgentlJ needed, '!'he exceu prot1h tax plan tentat1Tel 7 

adop~ed b7 the Committee 11 in eo .. 1~ortant reapeott au 

1-.proTeaent oTer the pre1ent exoe11 prot1te tax. HoweTer, 

U t&1l 1 ~ oorreot one tunc!• .. ntal wealtne18 ot the preeent 

law, It leaTea exe~t troa the tax protite in exoeu ot a 
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l"t .. oaabu rotw'll oa i.aToo'-4 oapual to 111e oxtea' 

~' \hooo prof1 •• .n aloo 1ll ozoooo of \he profUo 

ot tho ball period 71U'Io 

89 

&ubot.aUal auaboro of OOIIPU1u .n 1ll \hlo oa'-&'01'7• 

ODt out of f1TO prof11;-IIU1ng oorporaUou with aueto 

ot tl a1ll1on .ad OTtl' aTOl'agtd 110ro thu lO peroont at1; 

u ooae on their reported oqui t)' oapUal dur11lg 111e 70U'o 

1935 to 19311 ud tho t ou out of 25 OOJ~PPioa anrop& 

.ON thu 30 porooa t. !he eo ooiiJ)all1o • o.a ooll tlaue to 

tun profih at rtrtua~ thooo ratoo without ~as tx• 

o .. • prot1h tax UD4or o1ther the pr.,oat law or the Ooll­

a1ttee1e tontatiTo plaa. 

'l'be Wa)' 1n wh1 oh the pro oen t law ud \he Oolllll1 Uoo • o 

ttntat1TO plan le&TO OXOJIP1; luge a.oulltl Of ex0e01 profitl 

1a illuotratod b7 tho following aotual oxaapleo. 

A. After pa;ring all taxu an auto110b1lo OOIIP&n7 

11&41 dilr1ng \he baoo period )'earo of 1936 \hroagh 19» 

approx1-'-lJ 23 poroont. PraoUoall)' all (95 perooat) 

ot \hio &IIOUilt oan be oarat4 and 71t be free troa oxoou 

prot11;o tu; Ulldor tho proooat law aad UD4or tho Oo.aittoo 

plu. In 1911<> \he oara1ngo of \hlo oonoera, af'-r the Pa7-

uat ot taxoo, will bo aPProx1•1;•17 2~ poroont of ito 

inTtotod oap1tal, UD4or tho prooent law. 

B. !ho eara1Jigo of a a.aufaotaror of traotoro w1 th 

aeul)' t50 a1ll1oa of 11lToo'-d oapi tal an raged, af'-r all 

• 
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w.uo, appron.te}7 U pePMat; ot 1a? .. te4 oapU:a1 

4111'1•1 1"6-1939, wtl.loh .... , Will lie tno ot tzoeoo 

prof1h .._ llllbr 1:he pr .. oat; 1aw aa4 Q.e Oe-.lt;t;e0 t 0 

wot;aUn plaD. 

o. S1111larl7 a OOJIPU1 WlUoh hao praoUoall7 a 

eooopol7 oo oao ot tho 111port;aat; Defoooo aatoerla1a hd 

eariUago attoer ..._. cbarlag 1:he lleoo perlo4 7oaro 

anrog1Dg e,pJII'Oxlaatie17 19 poro .. t; ot Ue 19110 lanotoo4 

oap1 toU, wtl.loh 1 t; ou ooaUaao w oaftl free of uoo .. 

protl t;o toax. 

D. A largo M.Autaot;uror of benrapo oaa ooauauo 

t;o earn free of u:oooo proflh .._ o..-er 25 peroeat; of 

1 h 19llo roportoe4 oqa1 '7 oapUal. 

be, larp .-oaah of the k1a4 of protlb whloh 

are ooaoo}7 4eflaecl •• ozoe .. prof1 too aa4 were ~ 

aa euoh 11114or tho 191.& Act; an tree troa oxoo.. prof1 h 

t;ax u4ar 1:he prenat; 1aw aa4 Q.e Oo.aiUoe plaa. 

J'allare w app17 oxouo protlh toax&Uoa too nu 

protlh 1e UDtorW..t;e tor a .-,.r of roaeoooa 

(1) ttw hl~ prooperoae, well odablluecl oorpor­

aUoa Whloh hao beea aakiag ,o, llo, 50 perooat; or DIOro 

oo 1h 1anotoo4 oapUa1 !lao a •oh larger ab1l1 toJ w P&7 

toax .. than a oorporaUoa Whloh !lao booa .. ra1ag oal7 '' 

•, or 5 poPMat; oa 1 h 1.Dnot;e4 oap1 toU, ona Uloa&b Ute 
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ullaJ' u-• at t.be ._. .. ..,.., •• U"e t.be -· 'faz­

auoa ot aorparaUoaa 1a .... 1"4aa .. wUil alllUQ te PllT 

oalll tor hlpar ~· •• t.be pretlta of tbeH aorpor.­

Uoaa whloh haYa t.be hlpar rd .. ot ... -.... 

(2) !be Ml'POr&Uon wblah ua Nan ..Uas hlp 

,..~,. .. la \be baa• "1'1o4 J'e&r& h &lY&a a oo~~&~eUUY& 

84Y&D._.. oftr ... 17 orpal&e4 ooaaei'Da er aoaaeraa 

e1u ..... N&n .,,..ggUac ~ .. ..-ua t:~& .... 1...... !1M 

l&Uar \JP&& U"e llal\84 \o a •oh =•ller ra\e of 

NWI'D fl'&o at exoeaa pretl\e '-x .U. U"e \!Ia foJ"Mr. 

!be ett .. t 1& \o ooafl.ra aoaopollea la tllelr ooa.,..l &114 

\o probot well u~U&be4 proap&J'011a bllalaeaaea aplad 

ooapeU Uoa. 

(') It we U"e \0 e:.;p"t all elaaaea at ooole\7, 

11lol1141a& la'borera aa4 f&J"Mra, ~ aooept Ule aaorltloea 

et 1:be eaerpa•T par1o4 &114 aot ~ :~~r••• tor •••17 po .. lbla 

4ollar ot a4fta'-P, 1111e7 ••• " ooa'l'1aoe4 t:Ut aaorl­

tlou U"e Mia& 41dr1bll'-4 .. oorUas te ablllQ &114 t:Ut 

ao oae 11 aaklag warea..U17 larp protlb. ftle proftaUoa 

ot 11lt1aUoa 1& ~. w a ooa&14ei'Pla uMat 4apell4eat 

on \be t.poaltloa u4 .. tarae .. at of a \rae exoe•• pi'Oflta 

\ax. 
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~ 15, 194].. 

FROIII llr. Sulli'tall. 

SUBJICT• CoD!-• 'llitb the Prnidet. Pre-t· Secret&r7 
J&>rgentbau, Director o! the BQdaet lllll.tb, 
Repreaeatati'fta Doacl>ton aDd Cooper, .Uaiatent 
Seoret&r7 Salliftn. 

'!'be Preaidant opened the conference 'llitb a diacuaeion 
or probl- itm>l'ftd in the appointMnt o! a Cbair.n o! tha 
Senete Finlnoe COIIIIIittee. Be then re.,....d hw the~ 
the !iret !i'ft or aix papa dMlin& 'llitb in!lation aDd coacratu.­
lated the Cba1lwn 1aPOil the .-re1 reaulta acbined in t.be pro­
poNd tax bill. Be aaid tw wu a bit diat'11111ed at the aciae 
or 0rm1qnce• taxee aDd appeared to be ~ad wbellllr. 
Slllll'fall actdeed b.1a tbat attar • ...,tMDt o! tbie _...... the 
proportionate put o! the total colleotion. raised boa exciae 
tax .. would be 'ftrJ -'! ~r u.za 10DdeJ' the prenot law, -
at leeat 10 percent. TM PrnidPt t.MD r.-rked that tbia took 
care o! U!e aituation aDd Ill!'. Ialli_-. ad'fiaed b.1a that be tboqllt. 
it na a atep in tba richt direotion. 

TM Preaident thaD want into t.be ,....ation o! excaaa 
prot1ta aDd aa1d that be tboa&ht that 1t the bill peaaed in 
ita preaant !on. t.be Concraa• aDd the .ldldrd.atration would be 
open to aeriou critioi.a. Cha1rw.D Doac~>ton M&ted that it wu 
a pparent to b.1a thet •- in tba Tl'aU\&!7 bed oortrinced tba 
Preat.s.nt that tba ec-lttaa· bed !ailed in ita dlatT aDd tbet he 
•• aura U he bed u.a to pre-" the .._-.te oo the other 
aide the PreaidPt would be coftdi.oed the ec-lttaa bed DOt .ada 
a adatake. TM Cba1lwn o!(ered to !1la a brief. 'l'be Pru1dant 
eaid it na not a q•ation o! a adatan but that be wanted to 
brine to the Cbeir.n•a attention oartain reaulta in apeoUio 
caaaa iDnitable lllldar t.be praaant law an4 the propoead obanpa. 

• 
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'!lie mndolnt acaiD referred to the polJ.tioal OODalqtleCCII ot 
web tu s-1-tT tor 'II'Nltb;T, proepll'OG8 CODOII'M at a tiM 
.men tM Ada1niwtrat1on 18 Mlr11!1 cnater d-nd• 'llpoll 1Ddi'Wi­
dUil• and aorpore.tio~~e. Cbainan DoQchtoa 1t&Wd tllat be 1IU 
pert10tl;r w1ll.iD& to accept all ot tbe polJ.Uoal coJW~&I 
ancl that 111l MIVIliDC the bill he wu not pend.ttiJic polJ.Ucal 
ccneidolre.tio• to lnfi-• b11 ct.o:inoaa. Be referred to tbe 
lenctb of tiM tb1l bill bed been Pllldillc and tbe upl1 oppor­
tllllitr that M bed ci'ftll to -~ to pre81at their rten 
anc1 atltad that tbe ec..l.ttaa bed U.tllll4 to -~and 
bad ..sa ita dloiaioa. .f.t tbia po1llt Ccosra•- Cooper int~I­
ruptld to M1 tllat all dlciai .... time tar tlbD ...... tentatiw. 
Ct&irlln D:Nchtoa tileD iDqQ1.rld it it wu the porpoaa ot tbe 
-t1Dc to uk that the !1Mr11lc• be raop~l*l and thia atter be 
di.lcaaald aca1Do 'lbt Prllddeat atatad that 'lllatlftr techaiq1la 
the Cbairall rubed to adopt 1niiWl be aatiafactor,. with b1a bo:t 
be IIIQIItad that tha Clla1n&D tall tba ....... of the c-!.ttll 
tbat the mlidant 1:ac1 'broasbt to h1l attantioa oerta1ll dia­
&m.ntasaa in the prc>polld b1ll, and that tba Cba1n&D po11lt .,..t 
to tbe Dnoooratio .-bel'~ of tbe c-!.ttaa the polJ.tical cCD­

Ieqwtncll of plaae~eti b1ll 1ll ita preaent fora. 

'l'hlra •• thea aOM dbcualioa aa to wbetber or not tb8 
Secretar,. abould alee a etat.ent befo:re tb8 Co.~!. ttee 1ll 
ltncuti'n s .. aiCD or 1ll Public lleartilp: .,d thia wu tollond 
br a t"'lrtMr dbo1111ioa liT tbe Secratar,. and Clla1.r.n nc.aptoll 
wbicb J'lftl.11d tbet Cba1.n&D Dov.cbton DOt onq .. not cMncSDC 
bil 'rin. blat .. bacOM raeeut.f'tl1o 'fbt Caa!IJ'IDCI llllild witboat 
1UJ!1 clear cut 'IIDdlretam•"' at to wbat abov.l4 be dona. 

x-&taq attar tld.a coat~r~DCa tba 8ecratar,., Cqrll­
lloa.shton and Cooper and Jlr. Slllllwa •t ill the Cabi.Det ~ 'llblra 
Concraaaan DoQchtoa epolga "'rT ~ ot bia aurpriae and di~ 
appout.nt about tb1l ..tilll• Be atatad that it it .... to b8 
tbe practice of the '1'raUu17 to lcMp open1.n& up e'f'lrJ iana 1IPOII 
wbicb there bad be., ditfenDON of opiJdoa attar deciaift actioa 
bad been taka, be would not be able to work with thea and be 
twin alaet atatad tll&t be woul.d baft to li"' up tba b1ll and 
let aa.bo4T elea u.- til& raeponaib1litT• Ill atatad tll&t it 
'IIU ObriOUI to b1a tll&t tbl '1'raUu17 bed ol'ic1Jlltad thil ..tilll• 
1hl 8ecratar,. tbln intor.d bia tll&t ·- alee bed orii1Jlltad 
thia recent d1aauaai011 and tbet on leat 'l'burldlir the Secratlr,. 
bad recliwd troa til& Prellident a ~ indioatinc tba 
Prandent•a utaraat 1ll a rertaion of aueaa profit& taea. 
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1bt SeoretalT fllrtller nateol tbat be .. deJ.1c)Mcl to t1zd t!lat 
tM Pftddnt bad bee- 1lrteNatecl ill t.b18 nunu.oa Uld ... 
r .. ult of tbe PN81cleDt'• o 1oaUOD to Ida be Vuad.tteol 
to tM Pft.S.~nt. • -radall to 'llbiob \be l'rell1dat reternol ill 
the oollferece t.b18 .ol'ld.JII. 

m..s.r.n Dou.lhton llll1d tbat be did 110\ a- wtat to do bat 
be .. 8Ul"8 be 110111.4 110\ oall. a ..U.C of tba Dwooat1o '••• 
&loDe, SeoJwt.ar7 IWC*J1Uia1l llll1d that be repw\W be .. olllJ&ed 
to _. b1welf beonM peopl.e for e. be be4 a-.t ..,... -
weit1Dc tor Ida Uld be offuwd to ·o- to tba a.au-n•a offtM 
at aq t1.- tba CbainulwUMcl to - Ida. !!Ill ~ aU 
that be cl1dll1t oall tba ..u.c Uld be -u. be wry cla4 to 0-

do!lll to - the 8eofttar7 aq t1.- \be SeozWt.ar7 .-t for Ida bat 
that be clid 110\ - aq ..tal. pw;au of aq 1'lltve .u.-1.on • 
.. the •eti:Dc ended \be Cba1mU aU ~ ... \be -' 'lllllpl-t 
aiiCI -tiefaoto17 cODte.-a be bad nar be4. 

• 
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Juae lot 

$ 9,1K>2 II 

22 ,169 

$ 12,767 II 

$ 15,500 II 

l!uo14 S011th will be at the contereaee. 

• 9,1K>2 

~ 
$ 11!, 267 II 

$ 17,000 II 

• 
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4 CONFIDENTIAL 

MEIDWU>tll Pal TBl PRBSIDD! 
JUL 15 1941 

I. The Present Price Situation 

Apparentl7 we are at th~ ease point in price hlatorr 

u in 1916 -- on the edge o! in!latlon. 

The pattern o! price rises summarized below roughlJ 

resembles the price movements dUring the !!rat two ;rears 

ot World War I -- little rlee 1.n the coat o! llv111J, a 

moderate rhe 1.n the wholesale prloe index, and a sharp 

rise in basic commodities. 

Since the beginning o! the war, September, 1939, the 

wholesale price index has risen !rom 75 to 87, or about 

16 percent . The greater part o! this rise has occurred 

during the past !ive months. 

The cost o! living index has lnoreaeea 5-1/2 percent 

since September, 1940. Bal! of this increase baa occurred 

in the past two months. 

The index o! 28 baalc c~odltlea haa lnoreaeed 48 

percent during the aae period, despite the !act that the 

prices of man:r basic raw utel'iala han been controlled 

by the Office of Price Amainiatration and Civilian Suppl;r. 

This increase constitutes a major danger signal of intlatlon 

which must not be ignored. !he wholesale price index 

• 
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always lags greatly behind the· index of bailie OOIDoditLea, 

while the cost ot living index does· not ahow aJI1tiUng like 

the full effects of inflation until long after the seeda 

of inflation have taken deep root. 

The forces making for further pr ice rise are both 

potent and persistent: 

(1) The Budget estimates Defense spending during 

the fiscal year 1942 will be $15 billion, or two and a 
. 

half times a.e much ae 1n the !heal ye&r 1941. Thia 

increased estimate does not take account ot extension ·ot 

the Defense Program made a.fter June 1, and of additional 

sums needed for Lend- Lease . 

(2) Kore important in ita bearing on the danger of 

in.flation than t he figures tor expenditures of the coming 

year are the estimates of deficit spending. The net deficit 

for the fiscal year 1942, as estimated b7 the Director ot 

the Budget, will be $12.8 billions, compared with $5.1 

billions for the previous fiscal rear. This aeeumes the 

present tax structure . I! the present tax bill 1e paned 

by Congress, the deficit will be reduced bf $2-1/2 billiona, 

(the revenue yield 1n fiscal rear 1942 of the $3-1/2 

billion tax bill) but it will etill be over $10 bi llion. 
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Again this estimated deficit does not take account ot 

the expansion of the Defense Program after June 1, 1941. 

(3) Tbe inflat ionary force ot the Federal deficit 

hu been supplemented during the past year by an expan­

sion of bank credit. Total bank loans expanded by an 

estimated $3 billions, or about 20 percent during the 

fiscal year just past. Thla rlae, moreover, has been 

proceeding at an accelerated pace. 

(4) Prices will be increaaing}Jr stimulated by 

(a) the shortage of rew materials for civilian goods, 

(b) increased absorption of idle capacity in many indus­

tries , {c) further increases in agricultural prices and 

wages . 

Also making for further price increases are the 

heightened obstacles to imports, such as reduced ship 

space , higher shipping costa, and cutting ott of normal 

foreign sources of supplies . 

Though there are some !actors in the situation opera­

ting to check inflationary trends, such as surplus stocks 

of some agricultural commodities, unemployed labor re­

sources, and partially employed production facilities , 

most of these factors were present in the fiscal year 

11.6 
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1941 in greater degree and yet did not serve to restrain 

price rises even though the forces making tor price rises 

were then much weaker • 

Important steps have already been taken or are being 

taken to check inflation. Congreee has made provleion 

tor the Treasury to sell defense savings bonds and stamps 

and so to absorb, for the Defense Program, funds 11hich 

might otherwise be used for civilian purchase of goods. 

This program is well under •7· 

The Treasury Department has also launched a plan for 

selling tax anticipation notes which wi l l facilitate the 

prepayment of income taxes and will more promptly withdraw 

purchasing power r epresented by such taxes. 

The Ways and 1leana Committee is holding firmly to 

the goal of $3.5 billion from the tax bill. 

The Office of Price Administration and Civilian Supply 

is making every effort to obtain the oooperation of pr o­

ducers and distributor s in limiting price r i ses . 

These measures to restrain price r ises though they 

have unquestionably been helpful are inadequate to meet 

the situation confronting us. We have gone only a 11111&11 

tl? 
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part of the W&:f it will be neceaaaey to go . We 11111t 

attack the problem on all !ronte if we are auccesstully 

to check inflation. 

Certain tax matters relevant to the problem o! 

inflation are discussed later. The problem, however , 

cannot be met by tax measures alone. There should be 

additional action along the following linea: 

(1) OPi CS should be given the statutory power to 

fix prices wbere necessary. Price rises cannot be con­

trolled when inflationary forces are at work without 

effective power to impose price ceilings with direct 

penalties . The mere possession of such power tends to 

make its exercise unnecessaey. 

The attempt to prevent unwanted price increases by 

fiat, however, is bound to break down here, as it has 

elsewhere, unless it is accompanied not only by an ade­

quate fiscal program to absorb buting power, but also by 

the additional methods listed below. 

(2) Increase the supplies of goods required !or 

military and civilian needs. Increased output is in 

itself a major objective of our De!enae Program and the 

1.18 
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aost ertective and desirable JHane of prennting inflation. 

There shoul d be further exploration of .the poeeibiliti~e 

of inducing expansion of production facilities and l abor 

supply where such response could not be expected to occur 

automati cally • 

(S) Del egation to OPACS of priority authority to 

provide systematic rationing of scarce supplies to indus­

tries JMking civilian goods. In order to obtain a fair 

distribution of scarce supplies among consumers it may 

later prove necessary to extend the rationing to ultimate 

consumers . 

(4) Extension of the general controls over bank 

credit. 

(5) Establ ishment of controls over the entire field 

of consumer oredi t. 

(6) Creation of controls over capital expenditures. 

(7) An extension of the Social Security program 

along lines which would increase the flow of funds to the 

Treasury from current income during the emergency and would 

increase the outflow of funds when needed in the poet­

defense period. 

1.1.9 
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(8) .a. reduction of the Federal lending and under-

11!'itiug progriJII, such aa DOD•eurgen07 housing expenditures 

111a mortgage guaranteu. 

(9) Reduction of DOD•e11entlal Federal expenditures, 

also an appeal for ecODOIIIJ 1D State and local go?ei'DUntal 

expenditure and for curtailment of their borrowing for 

non-emergency e:rpenditurea, thua building a baok-log for 

the post-defense period. 

EYen with substantial action along all of these l!see 

it seems probable to ua that ao.e undeairable price infla­

tion will occur 1D thia fiacal year . Other uthoda 11111t 

be sought to control it. The principal mechani.m for 

diverting thia rising atreaa of bu,ing power f roa infla­

tionary outleta ia taxation. It ia the .oat effeoti•e 

ot all the broad powera at the o~d of the gonrn-

aent . The tax 171tem ahould be designed aa far aa 

possible to reduce conau.er d..-nd for goode of which 

the supply h inadequate. We, therefore , urge that 

the t~ prograa now under consideration b7 Congreaa be 

reexamined 1D the light of the foll owing conaiderationa. 

/ 
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II. Comments On The TAX Bill 

It is important that the &nnu&l addition to the 

Treasury revenues provided by the new tax bill shall not 

fall below the $3.5 billion level. In faot, it is ap­

parent from the size of the Appropriations and the pres­

sures of consumer purchasing power on prices that further 

increases in rates or extensions of taxes are necessary. 

In formulating the excise tax program an important 

considerat ion should be to reduce the demand of producers 

and consumers for scarce commodities which compete with 

the Defense Program and to absorb windfall profits resulting 

from scarcity of supply relative to demand. Thus the tax 

on passenger automobiles might well be made much higher 

than the 7 percent adopted by the Committee. The pro­

duction of passenger automobiles will undoubtedly have 

to be gre&tly restricted . It would be extremely difficult 

to prevent price rises on oars sold b;r some retailers or 

the setting up of a "block market• in new and slightly 

used cars. I t is probable that a sufficiently high excise 

tax will prevent increased prices from resulting in wind­

fall profits for dealers and middlemen and will not 

121 
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increase prices of automobiles to consumers beyond what 

they otherwise would be . 

Automobiles are mentioned because they are perhaps 

the most important example . Other commodities which may 

be in the same category should be examined to determine 

whether an excise should be imposed and if so, whether 

it should be on the final prqduct or on a scarce material 

entering into the product . Through such taxes the demands 

for the most scarce commodities and the large windfall 

profits which may be made by those escaping price control 

would be reduced. 

A basic revision of the excess profits tax plan is 

urgently needed. The excess profits tax plan tentatively 

adopted by the Committee is in soma important respects an 

improvement over the present excess profits tax. However, 

it fails to correct o.ne fundamental weakneaa of the 

present law. It leaves exempt from the tax profits in 

exceaa of a reasonable r eturn on invested capital to 

the extent that those profits are also in exoess of the 

profits of the base period years. 

• 
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Substant i al numbers of companies are in this categorr. 

One out of five profit-making corporations with assets 

ot $1 million and over averaged more than 10 percent net 

income on their reported equity capital during the years 

1935 to 1938 and one out of 25 companies averaged more 

than ~ percent. These companies can continue to earn 

profits at virtually these ratea without payi~ excess 

profits tax under either the present law or the Committee's 

tentathe plan. 

The way in which the present law and the Committee's 

tentative plan leave exempt large amounts of exoeas profits 

is il lustrated by the following actual examples . 

A. After paying all taxes an automobile company 

made dur ing the base period years of 1936 through 1939 

approximately 25 percent. Practically all (95 percent) 

of this amount can be earned and yet be free from excess 

profits tax under the present l aw and under the Committee 

plan. In 1940 the earnings of this concern, after the P&T­

ment of taxes, will be approximatel7 26 percent of its 

invested capital, under the present law. 

123 
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B. t he earnings of a manufacturer of t.ractora with 

nearl;r $50 million of invested. capital n 'eraged, alter all 

taxes, approximateJ.;r 18 percent of innated capital 

during 19~6-19~9 , which amount will be f ree of excess 

profits tax under tbe present law and the Committee's 

tentative plan. 

c. Similarlf a compaJ11 which has practicallf a 

monopol;r on one of the important Defense material• had 

earnings after taxes during the base period rears 

aYeraging approximatel7 19 percent of ita 1940 invested 

capital, which it can continue to earn free of excess 

profits tax. 

D. i l arge manufacturer of beverages can continue 

to earn free of excess profits tax over 25 percent of 

ita 1940 reported equi tr capital, 

Thus, large amounts of the kind of profits whlch 

are eo_,nll defined aa excen profi h and were taxed 

aa such under the 1918 let are free f r oa exceaa profits 

tax under the present law and the Committee plan. 

Failure to applT excess profits taxation to auch 

profi ts is unfortunate for a nuaber of reaaona: 

• 
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'fhe highlJ' proaperoua, well eatablhhed COI'pOI'I­

tlcn ~bich has been .-king aD, 40, 50 percent or more 

on ita invested capital has a much larger abilit,r to PAT 

taxes tban a corporation which haa been earning oulr a, 

4, or 5 percent on ita inYeeted capital, eYen though the 

dollar incomes of the two compani ea are the same. Taxa­

t ion of corporations in accordance with ability to PIT 

calla for higher t axes on the profita of those corpora­

tions ~hich have the higher rates of return. 

(2) '!'he corporation which hu been .uing high 

returns in the base period years ie giYsn a competitiYe 

advantage over newly organized concerns or concerns which 

have been struggling to establiah theaselyes. The latter 

types are limited to a much aaaller rate of return free 

of excess profits t ax than are the fo~r. The effect 

ia to confirm monopolies in thei r control and to protect 

well eata~lished prosperous businesses against competition. 

(3) If we are to expect all claaaes of society, 

including l aborer• and farmers, to accept the aacrifices 

or the emergency period and not to preee for every possible 

dollar of adYantage, they muet be conYinced that aacrificee 

are being distributed accordi ng to abilit,r and that no one 

" • ,·l,t·· 
. I . ' 

• r. , ' <. .. 
r . 1'..: l,i 
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11 mtlcing unreaeonabl.J luge proti t1. The prnention 

ot inflation il thua to 1 conaidePible extent dependent 

on the i.poaitiOD and enfOPC..-Dt of I true eSCIII 

protita t ax. 

• 
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11r. Fole)' carried this t.o the Secret.&r)'' s 
•30 Meting on 7/ 16/41. 

1'be Seeret.&r)' 1D1 tialed the ae110randua. 
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JUll 5 1941 

Attuhed u a letter lor 7"r •l&utve ......_..,. tt tM 
. eontt.l7 ot .. t ate rfiUitlJaa h1a to II n !tate wltA tb .,.ltlab 
..... 1 with a 'flew t.o 1.ut1btt"t.:~1atloAt !or tb !t..U.. 
taD ot a apetial tu euYUU.. tM tlalted State. _. 
:;teat ..rl taln 1lb.1th •1114 Jl'tlllt n.lJPOtel I 'V boa tuatloa 
of act h i till OMP-Rtcl with -ell& .. aa.l prn14hc tw w ..... 

Lut liMit: Oil' f ..a.rltk Pk.U.U,. ..a .Iii'. 1.qMa ,......w tM 
TreaalltJ c-.lttM "a.fht ICIM the-.gllt to tAa r11tiou o! State 
tuat lon ot Jrltlu -... aoUTltlll CUab, 1 -.. 11tl.ut .. , 
would coat t he Bloiti.a !r• lO to ao a1ll10A a.uara. 

lppuenUy the Statu .b&Yt )I'UUit4 to ltv u TaW• .,...., 
pert, tuu aa .. u aa aalea ,_ ue Ulill otbar eui11a1 utw1tbatu6-
111S rapruontat1ou aaAt b7 the State ~t tt tbe Ootti'UJ'I 
that thia ution Tio1atea latenaUollal toaltlo 

! a a ruult o! the peqMat ol ~J.r , ,...riU, a tollltreue .. 
11114 L the o!l lat ol .uaataat Utlne7 GIMral S.. Clark Ill n...e­
~' hlz lO, at 111h1eh aa tJ1aia .t tlle Attenq C'n 11 .. n­
~·ate4 ~1 OOIIIIMl t• tM II'U!M 111' c.alaalua !or ue 1a """' 
~· ~ Mllft the LH Me-let C..t!J M&N ol ~laen la 
tbl c&ll!tnia .. vt .. 

I t 1a '111'1 llaMntM"•c ln. Sea Clark \Mt U.. •tt. a: 
'brou;:ht Ill' at tlle CabJ.Det _.,1Jac • IPlQ;r Ullll that lt wu ue1W 
that th• l ttoi'UJ' a..n1 ~u aet 1a ..... eplaloa ud tAat tM 
h lltr•l GoTtraeat alaould aet participate la lit~atlon N\wa tbe 
Rr1tlc!l and t he Stat ... 

!ha quutioll ot lahrpft ...... tal I 'tl 1a eoutaaUJ eau-
1~ irrltaUou. 1luoJ 16!1}111 tu ll'olll- an 1'&1M4 117 the •"•••M 
ot &ll.1 tu couTUt1-. !be 811rtau ot IAtel'Ml R.TIJIDII woul4 •1.., 
&U•!l & IO~,_Dtioa. lM lt .... the 0al7 Ml11t1011 tor tbe pl'lant 
pPObl-. 

'ft. attMbM ltttn bu 'Meu cleared b7 ualatut ::. ... t.,., 
Sllllinn u .. u u u alataat 1ttorM1 Gtatral Clark • ..a al .. 'D7 
ttaal"a. "hlte &all JlOII£Ia Ul4 c , .. lOMr &elwrJ.I&, 

Cl.l tt ?-16-41. (Jnltlalo4l L L '•• ke 

• 
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JUl lt. 

~q aeu .llr. s .. ,..t...,, 
"Jou bow ••••.Nl Statee et tu Uaia ... tUb 

pollt1o aubcll'f{alaa are ...tlac to S.,011 •r- tU 
Gneraut of the U!Utea n.cu., tUb ., ... 111 ... 
11letf'llltlltal1t1 .. , Wll ef YV11U t,.., lulKbc 
poraoul pr:Lntr 11 wll a• ·~ ...... etw eu111 
b.Jea, lA 1U•, th .... are ....... Mferl tU lu, 1 

ot lllhrul i nau ll'farel ..... laftl'flac tM :rlte-
abWtJ of •'-r woe ta tnuaeu ... ..._ at tU 
bllriea of the tu wUl ...... 17 " aut .. " tM huwa= 
aut ot the UA!t .. lla&4• w aa _,..,, IP laltr.eataUtT 
thereel. 

Thert •••• to be u etatute elth• , .. .,.al or State, 
lh1eh pro'flclll u ,_, tr tw U.. Bnlnuat ef tM 
Un1tlcl I.lqd• fr• the tuoe uuiUeh ereate the laltaat 
probl•. lor h thiPI UAf tu eea't'eaU• II' UOf f'Od· 
da ill 1.111 tr .. tr with tM Br1t1M Qeyo..-t putlac 
IUoA U 1-ml\1 , 

I a, of lcn&rll, .-... that tU" h 11U to k aa 
uteW.ua Jr1M1,U et latonatliMl ••itT &!Ill es• 
.,b tu '",..tT et a fo"lp ..., .... lp tra the tntac 

lv1141et1a a State, at laut 11 tar .. k 
• ...a fer •· 

I wt ... , 
(J,T.Sq.Crt. 

J 
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~~a. lMl 

Dear Mr. Panlar 

'1M Soont&PJ ubi • te 

atlll 7ft eopl• of the ... J.ee.i ­

letter• tn 1•• lat.,_u •• 

ToiiPI elaooPoq. 

B. S. nets 
Pr!Yato SooPotar,r 

llr.APthv B. Panb 
lrltla s-.,17 C..:u 
~ ... ~ ... 1••· 

letol. 
luli-ctoa. D. c. 
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At 1 t 1el* , .. ._._ - I I'll h:A tile IU. til -1111 ' t!:!::: ... 
fl ..... loWS•'• J.HW til ,_ .......... tu~w .... lllel ........ a& ... . 

A' t1 ~ IT .. tile tn••'-F· •• ..U. • .ae ...,, til a ...ar .. 
: llrftt, I W Mt ..... - f!l Uile - ........ ._ llr. a& .. ,, tl'llft til 

, ;.w r• .. 11r. IN ... e • •· 

I ttlJst I Jlr, .......... a "• ................ .,... .. - ., 

lit ... ,. .... ,.... .......... - .... "• f!lftee. .. lalW .. ~ •• 

10 t 'elltll We ....u,. llr ...... eaK *' .. w ...,_ • ,....._" td 1, 

ft .. • • ..... tf .. flllllr til a h, llr, ........ ..., ....... llr, ....... 

u.. rl ... .Wee w .ua w- 1111" J7'We • ?''*" ........ .a..,. 
u. ....... wMa 1 w ~w .... """' ...... ,..._ ............ ,.. 
... rl aiM ..... ,.. .-. ........ .,, ...... .,, ................ . 

... lrl-tt• ret__... Ia ... tnlt M'hiFP - ~ *' ... flllllr til ..... 

...... llr . .......... .. lfllwl, .............. ............ ... 

-"' ....... til .............. '-· ... ..... - ............. ..... 

,. ........ -· .... llll ........... til ... ...................... ,, ·-
.. , ...................... all til ................ ..w .......... ta *• .... 
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TREASURY DEPARTMENT 
INTEft.OF1'1CIE COMMU NICATION 

....... J~ 15, 1941 

TO ru .. 

rooo< J.:r. Cochr/JJl 

AI 10 a. • . thh mornint; Mr. Coyne , l'inAJ>oi al Attache of the Cruuldian Legation 
opoi• vlth co . l!o uid t hat t here 11 nov i n lfaohin«ton a Coruldian offici al to l ook 
after aolu of tho Dominion t o be made i .n the Uni hd St ateo Wider the ~de Parle 
JQtt»ODI . fb lo gontlelllllll h !l.r. E. 'r. Tqlor. ~tr. Coyne aaid t hat Mr. T'*'lor 

\ 

~.t~.eutood t hat t he pu.reh8aing section of t ho United St ateo Tr uaury Department veo 
ll>Urnud in blqi ng oome oupplieo Which lit' . Tqlor tbo\l&llt Canzda voW.d ba in t he 
poaltloo to proTide. !l.r. Coyne de aired, t heref ore, that )tr. Tqlor be pleced 1m 
t•uel> v!U, t ho appropriate official of tho Treaoury • 

.l!t t r tallcl ng vlt h ~!r . Coyne, and upon learning that Mr . Graves v ao abeont 
froo tbt city t or t he dq, I telephoned direct !¥ to tho office of V.r. J.:ltck , Director 
of Proc.~re:ent , and errnnged f or hill t o recohe Mr. Tqlor at 3 o'clock thio after­
coo~. 

1:r. l:aclc e&lled me bac:t at 11: 15 and I ga ve bim tW.l baelq;roWid information 
lo reg•.rd to t he K,yde Park Agreement and of our interoat in Ameri enn pureh8oeo of 
certain ,..terlolo bolnt: pleeed vi tb Canadian plan to vhich are in the poeltion to 
oupplr tho ordero. 

• 
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hlopbolltl :Qpllblio 7S6o 

I)MJ' Cochrall, 

In 610 
lu,l.at.a huldia 8kUoa, 
Yaeblac'oa, D. C. 

15\b Jl&lT. 19111 

I wollder U ;roll -ber a ao\a JOll ohow4 .. a UU1a 

wUo '-clt tru Kr. Sacre\ar;r I:Do:o: d.epraoa\lq our iakiac ezq acUoa 

(wo lla4ll't 1a fact \atan auch acUoa) \o aa\ -.p a a\aUaUcal raoord 

of the Yalu of dataaaa Wor.aUoa ballc1ac1 onrf Do .. aot the laot 

of tht onclottd regu.l.atloaa coafllc\ wl.ib the dew J'Oll wore than a:o:-

llr. B. 1Cer1a Co*""· 
u. 8. treaeur;r, 

Vatblac'on. 
D.C. 

TOlin ola oaral;r, 

'l. P11.1lllpa 
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1:4;77 !or 

BRlTISJ! SUPPLY COtiiiCl L lll IOll'm .uciRIC.t. 

All hcipienta o! Co1111c1l llinllhl 

SecrotarT 

Slr J're4orlc.'< Phillip• 

Lend-Liaee l:Yaluation o! Detenoo .Artlcleo 

Atto.che4 !or )'Oilr 1n!orlll&t1on 1o a COP 1 ot a paper 

vblch bllo been reco1Ye4 !rom the Legal Department An4 which gino 

tho contonto of regu.lationo proa\ll41ate4 b7 tho Proeident tor the 

n&luatlon or dofenoe articleo, aerviceo, And information trsno­

terred or r eeehe4 b7 the thdte4 Stateo pllrollallt to the Llnd-Leaoe 

l et. 

Yalhlagton, D. o. 
12tb, Jill,, 1941. 

Lealie CbaAc• 
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Je4eral Re5!ator ot Jul7 S, 1941 

~~uation o! Dltonoo Artioloa 

l!o~Uono b&Te been proaulpt14 'b1 t ho Pr elidont t or 
the lfaliiAU on o! dotonoe artiolao, oerTiCII and 1nton>at1on 
11'11Dtttrrod or rece1TI4 b7 the United Stat11 p11rauant to t he Len4-

Leaat Act. 

:!:Yaluat1on oball be -.de b7 the l u cutho ott1eor nt the 
l)lrldon ot DltellSa .l14 J!e1>orh attar conoul\ation with roproaent­
all•tl ot tho 'l'rlaoUI')' Department aJI4 t he 'Bureau ot tho llu4&et . 

Dotonae Azoticloo - ~ Eacut1,.. ott1cor lhal.l g1Te eiiCh 
coooldoratlon u be 41..,1 neeeooary an4 proper to tho coot , qe , 
character and condition ot the detente articlea, t he degree ot 
depreciat ion or obaoleaeenee, the uoe or uaea t o which the articles 
are to be or ean be put, aJI4 an;r other cri to ria vblcb he dee•• 
releYant to the proper Yaluetlon of ouch artlclu. 

Dotonoo SorTieea - ~ ExecutiYe Officer ohall g1Ye aiiCh 
conddera Uon ao be dee .. noeallal7 an4 proper to tbo character , 
coot, and ut111t)' ot oiiCh oerYiceo , end to an;r otbor criteri a vbieh 
he dteaa relennt to a prope.r Taluat1on. 

Detonoe Intoraatl on - ~ Exocut1YI ottlcer ohall g1Ye 
IUCh condder4t1on u ho deClo neeaaoary all4 pr oper t o t ho coat 
ot deYilop1ng oiiCh lnto..-Uon; the uae or uaoa to vbieh the 1ntor­
not1on h to be or cnn be put, and urt p lan, apec1t1cot1on, duigx>, 
protoi7Pe or other data conTI)'ed i n connection vltb or ao a part 
ot ouch lnto....,.Uon, an4 an;r other criteri4 vbieh be 4e .. a roloftllt 
to a proper Yaluation. 

J 
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i!!.Jr: 

:.'11118 112 
Green: 

G: 

)!:.Jr: 

G: 

:!)(Jr: 

G: 

Hello. 

Hello. 

July 15, 1941 
10:56 a.m. 

Good morni ng, Mr. Green. 

Good morning, Mr. Secretary. 

I'm sorry they didn 't give me your message 
unt11 two mi nutes ago. 

Yes. 

Otherwise I vould have call ed you earlier. 

That's perfectly all right. I know you were 
1n a conference. 

:-v.Jr: But . • .. • 

G: I called un to t ell you that I am rel uct antly 
agreeing to participate i n your radio br oadcast. 

:i:Ur: '.I' ell, I 1 m s i mnly delighted. 

138 

G: I- it's a violati on of the rule I've con~i stentlY 
followed for about six yea r s since the CIO was 
formed. 

:!:!Jr: Xea. 

G: I t's only tbe national emergenoy and your orogrsm 
for the sal e of bonds that i nfluences me in that 
manner i but under or dinary circumstances, I just 
couldn t do i t, but I'll have to do it in your 
esse. 

!!Y.Jr: 

G: 

;,-v.Jr: 

·•en , I ' m del i ght ed and • .•.. 

Tba t 1 e on t he twent y-second? 

That's r ight. And I ' ll have our peoole contact 
your of fi ce; and just as soon as the scri pt is 

• 
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HIIJr: 

G: 
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!!v.Jr : 

G: 

!!HJr: 
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wri tten, we'll eubmit i t to you. 

Yeah. 

I mean the whole acr1pt. 

That's the whole aoriptf 

The whole script. 

Uh huh. 

In plenty of time to get your auggeationa and 
criticisms. 

Yea, .all right. That ' ll be f or one half hour­
that le, total tillle. 

That's aa I understand it. 

All right, thank you; I ' ll await ••••• 

1.39 

Well, I'm a1mply delighted. And I - I ' ve got 
to do a lot or things these days that I wouldn't 
do if there wasn't a national emergency, and I 
gri t my teeth and I do them. 

Yeah. Well , I guees we all have to do that 
occasionally. B1.1t I - it ' a a tough thing tor 
me t o do, but I'll have to do it. 

Thank you ever eo much. 

All right, 81r . 

Good-bye. 

• 
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July 15, 1941 
12:57 a.m. 

opera tor: Mr. Bell. 

I!MJr: 

Oaniel 
Bell: 

HMJr: 

B: 

ll)(Jr : 

Lsuohlin 
Currie: 

B. 

C: 

B: 

C: 

B: 

C: 

8: 

C: 

Hello. 

Yea. 

Dan? 

Yeah. 

Do it on tbe phone bare, Lauoblin, will you 
please? 

Yea. We got the five billion one hundred 
mi llion, one hundred and titty-eix million. 

Luck. 

And tour per cent ot that ie two hundr ed and 
eix million. 

Yea. 

And you have to add about aix million t or 
adJustments , to make about two hundred and 
twelve. 

Yeah. 

Nov to add another percentage, you go up 
tltty million. 

Yeah. 

So they don ' t need tbe money and don 't want 
it. I'm incli ned to put it on a t our percent 
baaia. 

Hl4Jr: All right. Go ahead, Dan, handle it. 

Bell: Okay. I ' ll handle it. 

I!Y.Jr: Nov vai t a minute. 
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B: 

HMJr : 

B: 

!!HJr: 

B: 

'IY.Jr: 

8 : 

lfllJr: 

B: 

l!I!J r: 

B: 

l!I!Jr: 

14.1. 

- 2 -

Yeah. 

There's one thing that I haven't had a chance_ 
I thought I would- I'm juet ba ck trom the White 
House, and I'm completely shot. 

I'll bet. 

The President isn't going to send any message. 
It got too hot , and he 18n 1 t going to do any­
thing. 

You 're in bad, huh? (Laughs) I thought that 
we e it. 

Now, on this thing with Marriner Eccles and 
the Federal Reserve taking over this business 
ot credi ta •••.• 

Yeah. 

••••• the only thing that I'd l ike ie, have 
wri tten in there that the Treasury should have 
the veto power on that thing. 

ll'ell, something like that or - I understood 
that they're operating ae an agency ot the 
Presi den t and not an independent caoacity as 
the Federal Reserve Board. 

Now, I' d like t o have it out even bet ore 
Congress that in these times - I mean, you 
canT t - this is one ot six or seven things. 
And we ' ve got to have t he veto power. I 
mean - by that I mean to eay it t hey go 
ahead , but it we say 1 No, it 1 e not the general 
i nterests ot the public,• I want that veto 
power, Dan. 

Yeah. I'm not eo sure that somebody trom t he 
Treasury and somebody trom Henderson's ottice 
ohouldn1 t sit i n at the Board meetings when 
they're discussing that thing. 

Yeah, but -but would you mind putting it 
t ha t way, a s the wAy I teal? 

• 
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8: 

Jl)!Jr: 

8: 

Hl!Jr: 

8: 

Hl!Jr : 

8: 

iw.Jr : 

B: 

Hl!Jr: 

8: 

- 3 -

Okay . 

And now- I mean, i t i an't enough Just at the 
Board meeting, but we have to have the veto 
power. 

All right. 

Now, they can write it, and all we can eay 
i e •no•. 

Uh huh. 

You eeet 

Uh hub. 

'lie can 1 t - we can't say, • Do it thla way. • 
But we can say, •Don't do it thi s vay, because 
it' & i n conflict with the Treasury.• 

Yeah. 

See? 

Or, it you didn ' t want to run into that tight, 
you might put it, "With the approval ot t he 
Pre81dent . • 

!O!Jr: Ah ••••• 

8: That would give you a chance at it. 

Hl!Jr: But ••••• Well. •••• 

B: You hope. 

HliJr: Don't Jolte with me today, plesee. 

8: (Laughs) All right. 

HMJr: I can 1 t talte it. 

B: You had a bard - you had a hard oonterence, 
huh? 
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fO(Jr : 

B: 

HJ'.J r : 

- 4 -

Terr1t1o. You - r ou t1&bt tor 1t on the 
Treaeur y , w111 you, old sant 

Okay. 

Thank you, Dan. 
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7-15-41 
James 

is the meJno and Executive Order 

was enclosed in the letter to 

Vice President this morning. 

J.!is s Shelley 
Mr. Foley's office 

1.47 

• 

Regraded Unclassified



KEXORA.'fiMo! FOR M PRESID:s:K'f 

'l.'e submit tor 70ar con liluer:atlon a ')ropoaed Execu­

tive o~er eatabl1sh!.l'l€ ~tn ?:conoo1c Detenae Com~1ttee, 

c1:.s1ctl l\i ot t he Secretsr1ea ot St• te and Trenaary and 

tl:e Attorney Oener nl tor t he ,urr>oee ot aak11lt; reco~:~:~end­

at~o:. s t o 101.1 concerntn;. t he co!ltrol ot t ore1en f 11ncis, 

rorc1:·n t r·ad.e and rPl~ted !L3 tte r o, 1n t he 1ntereet o: 
t!le Mt1vnal uefe!\se . 'i'he Order \.'OUl u ::;1ve t he Com,•1ttee 

•• t:.orlt;t t o e:.t:>ervlse t t.e adu:1n1s t r ation ot aucb tree:.1ng 

?r eY.!)Ort cont rol ?t'llers " ' you ?li>Ye 1e aued or may 1as;.~e . 

Toe pur,ote ot t he Oruer is t o coo~Mte and f urther 

eeon~m1c detenae. 

I t t h1 s p r opoa!ll meets ~:1th JOUr a::>pr?vo.l, we con­

t c::-,11\te de &1enat1nc; ott1cers or our r es1Ject1ve i:lepart­

~ente t o ~or~ continuousl7 t?~ether, keepine in con~tant 

t ao1l1ar1ty v1th our reapect1n v1ewe " "'' subm1tt1n::: to 

u~ ~1 1 reco~~endations pro~oaed to be sabmltted to you. 

i'nese ot t 1cera "Ould h.'\'fe s1 tt1r:~ v1th t!\e~ adv1e:>r e 

~r:>!l oti•er chplll'te~C~nta a nd 3genciea of t he :lover:-.::ent 

•·?!e r e the a~S:te :-s under consideration a r e or interes t 

to such ot her depart:ents or agencies . Ve recom.end also 

t:~&t the CollllD1ttec be proY1ded nth eutt1c1ent funds to 

e=~loy a emal l atatf to vork v1th the foreign fanda con­

tr:>l ~ n:l t !le ..\da:!n1rtr':ltor ot Ex::ort Control in the pre-

"'r~t1on ot dati.' tor 1ta 

• 
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!/ell, this ill a 

set of the doo\llll8nte which 

Vice President Wallace 

1.52 

gave to Secretary llorgenthau. 
/(.: t..- I 
,..terda7 at the meeting in 

Wallace' s office at 2:15. The 

ori&inals were returned to the 

Vice President . 

('!'here is to be another meeting 

at the same time tomorrow at 

sace place. ) 1..) . 
IIR. JO~Guf~')'j 

"'' ........_ . ' 
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lly dear Henry: 

THE WHITE HOUSE 

WASHINGTON 

I have been giving a great deal .-r consideration 
1n t he last raw weeks to the whole pr obleJR ot our 
econo~ic defense . 

153 

As :you know, several or the government departaente 
and indep'!ndent agencies have iaportant r upozu1b1lit1E>s 
in thi s tield which a r e rued by s t atute. 

I nave given some consideration to appointing a 
direct or or economic defense who would admini ster certain 
~bases or the progra.. and act as coor di nator. the ~ore 
1 t hink or it, however, the more I believe there is much 
to be said in f avor or a ca.ait tee giving broad consider­
ation to the problem or our econoaic relationships 
rather than an adainistrative unit. I had in mind 
appointi ng five or s ix people from vari ous departments 
concerned, who would consider the broad implications or 
our econo~1c r elati onshi ps in the l ight or what is going 
on in t he world today and would consider further the 
pot entialities 6! the f uture . 

I real1~e the committee would have to give con­
s1der&t1on to iamediate probl eas and that at a later 
date that coamittee might wi sh to recommend to me a 
~ore defini te administrative al ignJRent • ithin the 
goverruAent. 

I &.111 quite sure I am right about not appointing 
an admi ni strator or econo~ic defense at t his time, but 
1 do wnnt the advice or a competent group s itting 
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const:.ntlY in rega rd to these mattera. 

1 nave been wondering 11' you .. ould take the 
chAirmunship or such a cOilllllittee. 1 811 sure that 
yo\1 kno~ 111ore about this rield than anybody 1n tom 
and 1t is essential that we have a011eone as cbairiD8.Jl 
in tohorA the nrioua cabinet orticera -..111 have 
confidence • 

'Ull you l et me know what you t h ink about this. 

154 

Very sinCerely yours , 

___/,;;..r.L#b-.L--

•he Hon'Or:thle 
Belll')' A. Wallace • ,... 

Vioe Preeideat or tbe United Statea. 
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In or<kr to a14 llr1ta1A etteoU.wlT u ...U u to ))1'0\Mt -

1111"' againllt a thot'o"'bboinno &1. t.hou&ll lllllleoland, eoOQGIIla wv, w 

•t drrelop a oo..,..ebenlll ft JII'OCNa ot _, w1 o .,_., Ia •lo 

ell!- c:cM1ata ot \hoao ocCII'Ic.l.o - baY1Dc intOI'Dat.i~ 1111ol1-

. ootione exerciaecl. for tho purpoao ot pl"'\eot.ict and oollhniftc u. 

"""""' and ~· oo- ot t!» I&Ucm, al41.QC ~ -~ 1D11 

~ta, ancl111pa1J'i.Qc tbo J'U0\11'- and 00 ,... ot ~ 

~ta. 

Ia ahol&ld boc1D at - to plaD tho dotaDH ot our pon-.z. 

tcralp trade, tar i.rrupoct.1ft ot tho out- ot tho Pruent wv, 

pe&C41 will bo ~ wi\h -.nitold ~o probl-, inoolilblo wi~ 

oot a long period ot atact;r, 

A nllllbor ot imta.DoN, buod on &IIQNt.iCIIIII b7 'fV1CNO .s.part.­

aantl and agono1oa oonta.otod ~ tho oourao ot tho 8\ll'ft7, 1.Uuatrota 

lbor renal. \hat tho diapooit.iOD ot arrr part1CIIlar problaa MT roquJ.ra 

~ 

(. tM choice of cna ot ~ potential an ww ar tho 4"Uicm to talcp 

' 

trwlt Tra&t to !.b! •• , •• 

The JopeMaa b&ft bee pai'GI>U1IlC 1D L&tl.n penoa r. -~ 

tor IIIID1tl.OM, fbe7 b&ft nocot1&tad a ooDtract apir1DI Jo; 2 • t1rat 

ot th1a ,._,. to pill t M tho ont.in ooatpat ot I'W'IIri.aD ~. &llll 
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t.bl1 ban belll b~ Bol1Yian tuac~~ta at a price wll e1>on the 

oorld ouiolt to aaeure prewpti.nc wpplj.ae. The JapaMM are alH 

porcW1n8 Bolirtan antillariT, Br .. u•en ~· o..,.atal.l, Nbbar, 

&lea, eutor seed, llald.can ·laa4 m4 •rour;r, .\rpnttn. qub...cho 8114 

bidll, ard CbilND Oopptl'o 

V•ini JapaMM bottc.a to Vl.a4191Mtolc1 quant1tiae ot thiN 

a wrials i t ie charged. are then ah1ppa4 b;r rail. to ~. The 

It&li.aM traneport br airline ncn-bulJc 1~ euch aa platUJu. an4 

!.n<lllstrial d< aoDCII n- Braail to l'aropa. 

Prlcluahe Pureb&!ing .,..._ Altarnath .. 

Snaral Ooftnamt apnciaa ba.,. ra-nc»d praclua1ft pur­

c:hu1nc by the Ul>itad States ot tile Latin AMrieM r .. ~teriala to 

~ t t.. fro. 1n1wd cal intaraata. Wore such a proeraa 1a 1Da...­

rurate4, cQVidU'ation ~ ba giftll to the poea1bl.a uae ol alternao­

u .. auuraar dipl-tie praaaura, l1D4illl poorer, .na&ad uchanp, 

IllS oU.rs. 

Undar t.ba III'PDC7 tor a etod<p111ng prccraa, w ba.,. ...S. 

purcbues in Lat.iA .wtrica with tree aDd UDControllad daUar ex.cbup. 

Should " not baft uaa4 our barp1JI1Jic pollitian ae a hlqer llitbc to 

gain advantacee tar _.Ml ... e ar te tiiWart untrien4l)' netiona? COIIl.d 

" not have raatraillad Boliri.a trca ealling tuncatan to J apan? The 

latwr ~ pr~ !aft been aeca.pli.lbacl b;r dipl-tic preeaura 

or as a ccrxliti oo tor sraut.i.Dc a l..-o, eince Bolirtan t~attll 1e aold 

tllrOUgb onl.7 - Ollt.lat, BaDoo 111J>oro. 
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pgrc..- 1A U\Sa .a-rio& boT.,.._ llnl .,._ _.. ~ 

111tll ..... ri~ clollaNo 'U ~ wUb 8\ate ..u.. ta. -~ 

tt.,.asnc o! •m>wnp MN ._ .. .,. tM .tfMt. ot nrt.wiJ11 ~ 

pcoiCf o! t'-11' -• ot pq ~. ... .... , 111t1- oaalAI be u.rw 
lbrcueb a aerie• of ape oW ~ •4 '11111'\aNJ pr a • oolll4 be wuec~ 

tllroa&b print. ellp0l't.1Ac 8Dil ~ a.-. !be uu of pr1.~ ~ 

to replate tonlp t.rudu -.1.4 ..... u. o~m.- .......... ot belJic 

._cnc1a].,• SiDOU a111 Oil tM U\Sa ~ ~ ~ 

a1e4 .. sppiac tuUiUM 1114 oefta1A ~, .. •·• &1_. , .. 

-'A tllmilb ib- • .....,,u• til& t11u7 retnUtr.a -~ etz.. 

Wc10 •teri.all to ... poteosU.al. --s.-

tou• •• b7 the lbport>-Dipar~ 1111* to Solatll .a.rt.oa .:l.lbt, 

1D _,. iJIIt.MN, be OCIIIdUl-4 11pce tblo Uld. t"CCI stetee bu1ac IJ'8Dtecl 

..-ble G«~lll.clilruu-. !11.-• tile Uld.te4 ~tee ~ ..... Clbte1A"CCI 

llld -~rutl.aa 1A ne'wMna a--~ u ..-t.4er&tioo tor a ~ 

-~ ...S• to IJoUe b7 ta. -.part.-lllpcrt Jlllllk, ~ ~ ot 

lat1oaal uru-. as.- 0... lllllltel1en ail'U.• to llaatb .... rloa 

are no- -1111terlna 4Uftoalt4w 1D ClbtaSDS'II-~t, Gill'~ 

lad air lllbaiq P"'CJ I • I- a - 8llll ftw.l ~ 
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Ji!COit and Ellb!rJO 
IJ>St&nc&e pert«1n1qr to Japu &114 tbe fb111pp!-Wutrat. 

tl!t ,. .... u,. tor caretul ~ or tile -.-1c u ...u u PGl1t.1cal. 

tit~ or prcpoeed •U~U"ea. '!'hu.a 1D ocmt...,l&Unc a ba,wtt or 

JtpOilltH a1l.lc, eeo>aiclc'atioD .aA be c1:•.n to tile ettect ot &!lob aet.l.ce 

Ill""' .YoriCID .ul<-o ... _..,. 1Diu.atriea, U.poD ~t1Dc at.r1Ala an4 

.e.titutea, an4 upo11 tbe pr1oa .Cteota ot t.he u.• ot ~ ahr1Ala 

...s uotitutea '11.-wcl botb ~ t.ba Jepeneaa an4 tlla .a-ioan Ada 

ot tl!t picture. In &Dt.l.oipaUon ot auah a b0700tt, Japan J11cbt ~ 

bor lhii""'Dte, tMreb)' &oqllir~ addit.l.cmal Malinta ot ucbmc•• Tba 

aclnlntocea au! dia~su ot a bcJ7ooU -..t t.bu.a be ....s.,bad ap1oat 

loboN o! a ourreocr .treeai.Dc or &DOt.bar ldDd ot procna. 

The Pb1lipp1Dea ooll8t1tut. m i.llportaftt 11nlt 1D m ....,.... 

o! uter1Ale to Japan, tor tba etteot ot woh _.,arco 1a null1t1ad 

1! ater1Alo reoei ftd 1D t.he PbU1pp1Dea _, be reebippad to Jape~~. 

9c¢rol o! Sbjpp< .. 

The Ott1 oe ot J'rcdacUon ....,_lit reqa.ated tile power to 

clirect the requ.WU~ oC lb1pa 1D OINier to taGUitate pr~t lbip­

- t o! etrahcio ateriala. Sb1pp1nc baa brollder upeote. Cccrtrol 

o-.r thippU. aboul.d ba euroi.Mcl 1D tbe 1111& oC oar toNlln -

lltrci.ll pollc7. .ltt..tice et.pt. be 11•• to tba nqlaiait1oa1JIC IDd 

directl.ng o! abipe tor tbe pw-poM o1 1Dterfer1D& .UW.t -17 

With t he "-t'oa oi mtriendl:f blllS.IWIW an4 a1d1n& tbat ot 

h'itndJ.:y n&t101111o 
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Sblppinl rat.el aftec\ \be ... ot _...., OU'I'Ud. IIIDliN 

tatoo..., be cc:atrolle4, 'bclt.h \be I UtiN O&n'ied Nld \be par\e 

""""" ~ be cut or 11M 111. t.b ~- ..sa. 0oat.ro1 ot llbip -

-w _, be tho lle7 to OOIIWol - rn-. 

gcnec Strinp an •JzO 'r- Plwi• 

Ponc!in&: oPIZ'&UODI 'GIIdU' 1h1 "LID~LeaM• J)I'QIZ. are U.cl 

liP with t boH oa~a quuUalll. 'lb1lo U. a or tbl 1-1 1n 

ddln& Brit.lin to tbl tullon atet OCDIS.t..Jt 111.tb ._,ice ~-. 

a cr-t owcrtlmit;r ~ be l.ooot u o~ oa.U..Ucm 11 not liYC 

to tho aJV" OCCMCO r.lf1cat1.cDa 'IIDdlr Ulat. bill. II thl Uftit.ecl 

Statu once aan to 111.11 a _,. aaq to lolo thl ,_, Or wUl 1bl 

-, llbl.lo otill rlta'"'JW bar CIU'IWlt. barp1a1Dc poAUOD, t.elat 

~~~nutoc• or tho 1-• or 1~19t 

IUa7 cOQl'MI are ope 'IIDIIIr t.a. x.d-LeaM Procna• •• -u 

-e11 &he Britain .._at~ out.ri&ht Nld ronco the u-• ot ., 

1.lipartant poaiUCIII 1n tbl po._, 1ett~Dt. Or W ~totter to 

t.e rela"• .to 

U.0 poat-v pariocl. For .,...11, w ~t iDaiat CD \be el<w!MUCD 

ot tho ottocto or tbl ~t- ecmr_.01, w!IU'eb7 the ooJ.on<u llld 

doainions reoe1ft preteNnt.i.al t.nct. ti"Mi'act within tbl lllp1re • on4 

1n its plac. Cl'late a wide t.radlA& area, a k1nd or -.-io •IJD1oD ._. 

of atatu r•:opdiS• tbl writ ot b:!:::' O!li'IW• a- .t.cbt. be tbl 

opportun.u,7 to roto&m to tbl obJeaU• .. or tbl reolprOOal trede pncau, 

and t o ati&l&t.e to~ u.s. llld 1me~ 1n order to -Jd.a \be 

t fteet of po11>-.,- IICD~Id.O ~&We 
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1, mgllt excn.na• ~tar Br1ta1D'• Soort.b AMrican ~ 

IJCI &lld utUise tbeee in a wrat7 ot • 7' to oomrol trade (Britain 

.,.. til• !<# thie purpoae) , to obtain 111ll.ta17 buee, to gain the 

(l'!.tedMiiP o! tlw Latin COWitriN bJ' Htundnc the ~te to 

llMa 11111 their nau~. or to obtain oonceeaicna ~ O....t Britain 

b)' rotumina theH holding• to her attar tbe nr. 

lo aiaht land ..-t.a to be repaid in ld.nd, but before doin& 

10," 11110\ll.d g1n thoupt to tbe eoOD<laio a.rteota ot I.Qe no~t 

o! Ollch loaM. 

Dotte1onc1u 1n Pr!e.,t Yacillt.iu 

l!any agencies o.r the <low'era..nt han been thinld.nil about iao­

lot.d oepnto ot eoonc:.d.c datenee, but no 81nel• focal point axiata 

1111oro all aeponte can be brought into proper relaUonahip, coordinatecl, 

and ocljuatad to the OYer-all defenea pollciea ot the Praeidect. For 

UA~~ple, ono agency urgea purchalinc ~can mercury 1n order to pre­

Ept the supply troa JapanJ another &1.,07 etatae that there are aple 

world auppliee outeicle the Ullitecl Stat .. and )lUi eo. Further, ..aey 

IU&cut1oruo !or action t<Mard South AMriea haw hem ...S., but no 

ocenc:y &ppeara to be relatinc theM auueetiona to a Far Eaatem PJ'Oil"Nn 

or to the Nation '• plan 1n regard to Britain and the Iklainiona. 

The dittieultiea ot p~ and cl1rect1nC a procrea ot eeonc.dc 

defense lie 1n the ll\lllber ot the agenciu ilrfolwd end the n.rlety ot 

•oatrols in each u well u in tbt ...-p].axi ty ot tbe eeon.-ie probl-• 

The appended •chedula ot control• and de'Yieea and liat or de~t• 

• 
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prol>lt•· 
'!'he j ob or 4nelopiJIC eowld prccr- ot aetion an4 the 1\lll. 

ccordiJl&Uon ot arrort ot tlw ~ ac-ciN ~ witb aconcaic 

de!.,. cannot be aceQIII>llabecl by azq ax1&Unc ~t or acancy !or 

u. tollowine reaaonaa 

1. In411'1dlaal ac.,c1aa ..,. praoc~<l by 4ally routine 
&1111 1d. ill tbe1r a1n ialtareata, 'llbich 1n n.ry caaa 
are tar D&Z'J"CCINr thAn tlw conoapticc ot total ac.....t.c 
<lat..-. Fer aXMpl.a, the Truallry Dapart.Mnt coo­
tribute& apprao1abJ.T 1n t.be tiaoal role, .,..iob u, 
hownar, onJ.T cae a ... nt ot tlw problam. 

2. An¥ m•tilll ac-.cy baoauaa ot jaaloua1aa and laclt 
ot eant.ral poaition .,u14 t1.n4 1t 41!t1cult to -
cure the t.borouch cooperation at other ~nta 
and ... nc1 ... 

J, Dincticn at tha aocmc:.ic datanae actintiaa raqu1rea 
e.-ona ot WIU8Ual qua11t1eat1cna and broad-t:auca<l 
upen.nca; tlw 41ractca' -t ot ,.ceaa1ty <la'fOta hia 
hU and Wld1'fidad attant.icc to thia probl•. He 
woul.4 haft llalolrl..qa ot p1an.a c- cal;r to • t •• 
Such a taalt pracl'D4N Cabt..t .-ben and ac.nq 
hea<la 1lho .... al.raadT Qftrburd.nacl; ncr lboul4 
attantiOD to preaaiJIC 1ntamal co..,._nt&l pr~ 
1- be allonc1 to raoeca. 

4. B7 m.t.ura, ac .,_,a da.t- 1a an iW7 tuDoticc 
'lbiab 1a to ba l..1q1114ata4 ,._, tba •ergecy puaaa; 
coJIMCl•~• t.baaa aot11'1t1 .. ahould DOt ba allOII'td 
to baoo. .. intarwNbad w1 tb perMn&Dt .. ..,._ntal 
aotintiaa tbat tbq b&coM a wata<l 1ntarut or 
that tbe1r oeaaaticc woulJ:I oau.aa 41aturb&nca ot 
nor.J. co-tal t\mot.i.caa, 

s. Tlw ~ ot State, probab1T tba -t al1&ibla 
&pnC)', abaul.d 1t ba dNicled to .,tn,R ae.....:l.c 
clat- aotirttiN to an u:iatinl ~.would 
be placad at a 41~ 1n carT7iJII out i ta a1n 
<!at- ro1a aa a bl&ttar 1n our political ralat1on­
ah1pa with otbar nat1cca. 

• 
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It a 1Jiportant. to note that tba ott:ioo ot li:q>crt 

control Ach1"'•tratcr a - ..... ,"' ita PI"'CCM and 

at&tt to ooTW tho whole ec..-io .wt- tald. 

1bat. 1• the Solptiop'l 

162 

'lba pr~ randca ill.uatrationa ot eoonc.1o det-• actin­

tie• rneal tbat tba detezwiD&tion ot erq p&rtioul.ar OOVM ot acti-­

or 1n&ct1~7 r""in t.be oboioo ot one ot ~ pouible -.nrea. 

EccnOIIl.c ccntrole ah<Nld be aaroiMd Cfll7 a1'tar tho -t care1\ll p._ 

~nary ttud;r. Here a ,...._, a - ..,.re 11uta -.1<&11 -. and 

where partial -- _., UDdo t.be .S..irecl total attect. IJrtarnau-1 

tn<!. and n- a a ~ ~oatecl tald, with ~ t­

tora cOI:a1nallnc troa • ....,. ~. ID IIUGb a tiold u.- a danpr 

t.bat any one a&ti>C7, toouiJII apcm - p&rti.Oillar pbaM ot 4at-•• 

""Y hil to ... the altamat19U or the 1llll. illplioati- ot a &1-

• uure. It •7 waDt. aotiCG ot- ~aturo, &7 aature, ,._ ectUID 

·u the moat UDdeeir~ - 1A a partiOillar Mt ot .u-~. 

The 8UQ' ott1oi~ ~-iA the - ot tbU a#WT 

~tYO tbat tba ..t¥11 $ ' ot a 1C 'l•t.l.IIC o.tal' e II 
1 0 
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~!tnH • ••ure• 1a ~7 urpnt., ~ 1n tl\8 - ot the 

om eo of ~he Export Ccntrol Alkiniatratc:r and. tiM Trw.8uJ7, Which 

~63 

dea!re ~ be ontruated with tl\eao n"J)onaibUitioo, opinion wu unam.oua 

that the job 111111t be dono b7 a MW asono:r undar the Proo1dont, cmi.7 

ll1 thiS fashion con tl\a reepeotift parte 11\lch anaral agono1ea IM7 

play in a p&rt,icular coureo ot action 1M acbodul.ed and. unitiad, cmi.7 

Uu'oUill 'l\lch an agenc:r can t!Mt all~tant., Ulua1ft factor ot •t1JI1nc" 

be aately axorciaod. cml.7 by tbe creation ot a central unit can w 

be assured that ea.re!llll;r planned, deliberate atw:IT ia beiqt ciftll to 

probl- of oconaaic dotonee 1n tho pro"j::ar ordar oL iJiportance and with 

proper attention t o the inherent raaificationa ot altematiYo _.,..... 

w pcllciu. 

Thia might be &eCOIIIPliabod by the doaignation ot aceeone with 

ouUtancling ability and braod experlonco 1n t hia tilld to aaaiat tiM 

President and. w.ch Cabinat Ca.ittao aa •:r be doairabla 1n torwll.atillc 

and ccordinatins prouw tor ocooc:aio doton... It nocoaaar:r, tbia 

could bo done quit& intanall,y, s .. ..,.,.., the oan:r agonciea Which deal 

•Uh perticlllar aop.nta ot t.ho problw would nood to UDdoratand. tho 

rolo oi tnia adrtacr eo that tla DOCUI&r7 pl.ann1nc "and unitication ot 

acUona oould roault. 

Or pre!erabl;r perhllpe a Di'fioion ot Econcoaio De!-• in tla ottioo 

for :lnercency llt.nag-t ot tl\a Eucutin Of tiel ot the Prea1dont • ooul4 

be estnbl15hod b)' l!::uoutin ardor. 

Under oitnar alton>atift, a -.jor taak tor tl\a ooo.-ic dotODM 

ldYiaor or d1Yioion wOQl.d be to aa8J& 1n a ~al and. ad't1.ac:il7 

t 
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yq llhate't'Or Cabinet ec-ltt. U. ~ ld.&bt .Ub to d.,.ipat.e 

011 eeon<Sic det-•• t!M ~- O.billet ec-ltt. wbicb ia now belpins 

1111 .President on Lend-leue operat.i.- II1Cht ~t.eq OOftr tb1a 

re)ated field. Sllcb .. &hC4-Dt CCial4 be ICC -cH•W intorwalq 

.. • D0.-1 •thod or doilll baa-a. 

In IZ11 ~nt, illtbat.e relat.i.oaabipa would be -1&1'7 be111Mn 

1111 ~c Dat-• Uai.t anS tbe • ..,alae ....,nhteriJis the ~LeaN 

prccru and tba attica or PI c t eU.GD Mr•s t. Libri•, a cloaa 

Nlationehip would aaceeaaril,T u:i.at be~ U. lccaamc Datanae Unit 

8111 Ul1 price ad&Jiiatrat.i.CIIl aa4 co- &pDCT Ulat II1Cht be Mt.eb:U..bed 

ee a wcceeacr to tbe Price lltaM Hut.i.GD aa4 Omw _, Protactt.oa Din-

11- of tba AlhiaGIT ~AOD Clll Jlatt.oaal. Del-. 'IM OcordiJiator ot 

c-rcl.al. and CuJ.taNl. a.l.at.i.oaa beW..C U. ~ bpublioe would 

ban in tba looDOIIlc Dat..,.. Unit a cbaDnel tor HCUriJ1C _.. artectha 

aeUon than he- poaaa-. 
The Ottioa or tbe AlllliJiiatrator or llxport C«ltrol. eboul.d al.eo 

._ under tba diraCti.CIIl or tbia unit. 'lh1le that of!ioa 1a not IIUit.ed 

to be the ceatral. ecC"'rw1c dat-~. tbe tact tbet it bee been 

deftloping a procna aa4 epac1fic projacta wtliob 110 tar beJoDil uport 

control ia .fortuaat.e. The l.ooatloa ot that ortica ill Ula propoaad 

locJlOid.c De!enea ~t 1l1l.l. c.pltal.iaa GD U. ftrl.oaa acaarw1.c dat­

aeUnUea eJ.rMq la ._, 'lit' u.t orttce.Uid GD tbe ~- ot it.e 

•tart in deal.iJis with nab .ttare. 
In e1 tbar plan a ~ ~ ruMJ'Db - ill the i.Dter-

D&t.1011&1 eoc • rw1oa fiald -.lcl be Dll h1 w ...Ut 11M .lo4n- ar 

OU.ct.or 1n ~ • u. aaau 1 • ....._ aa1 u. ....- coatacta witb 

• 
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the ~tment• md qeaa1 .. aUected.. 'fta at&tt -u ~t.IT 
c01\5Ut are•~ of peraaw bunc.~ecl ~ uU.r ct.p.,...uta aDil ... ~. 

who )lave been act1 ft1:r eiiP&ecl 1D Wlll'ld.Dc 011 U. apec1tiu pru~ under 

considoraticn. While tlwN ~ ba - VJ» ut aot.iona wbich t11a 

;:conoad.c DeCenoe A¢r110r or Dlrector 110uld. DMCl to e&n7 out tbrOQCh 

ni• or.n t•c1Ut.1ee, -t ot tbe actioM wuul.d be axecutacl t.hroa&b tbe 

,.,.,..al faciUt.iu of exiati.Dc clepar1>Mnta aDil qeaa1ae. Cle&J'ocut aDil 

speecly chlnnela ot relat10118Mp with aaob dotpal'tMDta aDil aa-c1•• would 

need t.o be u t&bl1ahl4. 

Since tbe lconceclc llaf-• lhdt would be dMl1nl with aatt.ra 

which requiJ'e continloua cleoi.aioD llr tbe I'Naidmt 8114 the ad'lioe ot 

cabinet DICIIbere, ite head 1IOI!ld -d ~ aooeN to tba I'Naid.,t 8114 

his principal orticere. n. UDit 1IOuld. rwecl to 110dt at all ts.a 1D 

cloM consultation 111 tb tba Depar111ent of State, aDil c:r propceecl act1oD 

should han the IPpi'O'Ml. ot tbat ~~~t. 
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ElobU'IO (bT -m.rlM)J "-J.• ..tluaoJ l1c....Snc ot a;oorta 

(IJ*i&l and paeral) J t~mrilll or hllllpa'1.nc t.brOI>Cb 11111Wd State. 
pr<lducti011 p-1orit7 replatiOIIIIJ NQU1a1t1cainc ot Cooda ander 11-J 
uoendng ot a:porteraJ q\lOtu (r&ticainc ot neutr'W to pr.-t ...,. 
uport)l oubeicliu (1ncl1Mlli!c •~~Njd1Mcl export ~1t1on (•ctu.p-

14") to clriYI Ollt ~ Coocll t.- & -~ arbt)J 'blrtlr and 
ipOCI.al trade cleal•J pr•••re on ~ tina, ew:h a11 111ao1< 
Uet.t, bcniiMI and 811ba1411•, pr•• ww on proc~aoere, priftte wmcpoU•a. 
SDmnaticn ot toreicn crderl. 

IE!! 
Bo7eott (b7 OOIIDtriaa)J UoeDiinc (epeoial and c-ral)J 11-1.nc 

ot i.lplrtlriJ Q\IOtUJ barter IDS lpiCial tncle claal.IJ t&I'Ufl (epeo1&1 
~J>cN&aea ancl r«<llcticae)J ecte1n<et.ratiw die-uoa b)' ClllltoolbouiJ 

prdlllrl an illportere .. ch &II B1ac* lilt, bon 1111 IDS nbdcliM1 

priftte tracle ~. iDd.iraot prNIUI'e b)' cona-.. bo;rootte. 

Purchal•• ot atrategio -~ to• AoQIIirl DHclecl atlriall, 
help triencll;r c011Dtr1N, prnet aoqaiaition b7 11Dfr1ancll,J oOIIDtril•, 

preuur. en priYIW t1rlll to pw'OII&M ~. 

rorwt!!? Exchenp 

rr.es1.nc ot tcraiiD u..ta u toll~•• Probibitinc VIIDNctiCIDI 
in tcro1gn uo11anp, tranater• ot orwdit, traneter~ ot aeCIIJ'i tiu 1 

aport or 111thclraal ot .,lei, •Unr, oo1D, Mel ~. IDe! traneter• 
ot other ni~ ot 1ndebtedDeal, or ot ~ imol'fiDI prcpert.7 
ot tpec1tic 0011Dtr111 or Dati-' •• 

Lieenainc ot toraiiD • .._... v-actioao u toll-• ClNr1DC 
acr-nto, 1111 ot block8d _,. Wlite. 

l!anipulation ot tbe ~ ot ~~ Prioo at wtnob bn111GD 
11 bcugbt or IOlciJ ~b)' 11111Wd statll ~ ot colcl 01' 111._., 

cr retus&l to pvobaM it 'ltlea oric1D .rr- acoopted U'IU OMDIIIt be 
proyec!; llcenaiDC ot aport ot wuonJ tbe par•b'• &Del/or ull ot 
toreign c:urrencd.M Ulroulb till et•MJ1ut1on taDS. 

loreifll! Infte• tt 

Direct ~ to tOl'lclcD pow w (tor roedl, aiJ'pCI'te, eto.)J 

cl1rect l OIDI to t01 'II' -ti~ (tor UwM ''JC11M, epeo1ll 

• 

• 
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cooperatin J'QJ'ahewlnc acr-w tor l'tookp'"n•• to attaiA 

IIHded utorial11 to prneat purobaM ot •tez1..aa by tM ~. to 

lllintain pri.,. •• 

Cartala tor urlattinl or nplat!AI produoUCDJ 1'11m1&b1nc or 

witlldronl ot tecbnioal. UI*'W, 1Dcllld1nc 10~nt &DIS o1Y11.1An 

p;ptrtl and 111llt.r7 Wcbn1oi.ul1 to dnelop naou.rc .. , tranaportat1CD 

f111Wu1 ato.J tra1n1nc ot uperta (ezobenpe ot a~). 

Furniahin& ot needed utez1..aa to hie ally OCW2tri.N J 8IIJipOrt. 

167 

ot currenci .. ot friendly .. tiOMJ joint propecande and Ollltural. eot1'1'1-

tiu (pro.otion ot tre'f'al.)J joint 16l'"Mnt• to prohibit trenMOtiOM 

willl untriencll:r -mriee end tlw1r net1~1 Milure ot prcperty ot 
anh'iandq oountriee end tbeir .. u~J cooperat1n trade polloi • 

(111ch u a joint proua witb Br1ta1A 1n reprd to Soutb AMM.ou trade) J 

blackliotin& ot unoooperatin MUtral. tinu. 

,l.cquidt1on by J)Ul'ohaH or 1-J requidtiCD (ebipe ot Mlltl'al.e 

and belligeNnti}J detend.Jw.t1CD ot l'OIIWIJ control ot ADObora&OJ 0-

trol or bunlcera, harbor tacil1t1e•, warehouM tao111t1e•J f'OIIIlat1CD 

ot 111J'ina inluranc•J recuJ,atice ot ooeu ... .U end peroal. ~tJ -

trol ot ebippinc 1n territorial. watera (11 tbrouP cleerenoe Jllll*'ll• 

1napect1ona, eto.)J t&ftll'able or unta'I'OI'abla treat.ant in al.l-t1ce 

ot th1pp1n& (lleu.iqr ebipp1nl oontrol)J otter ot ooan>y proteotiCD 

ot tll1pe ot a ._tral.J blriW'e re1ntoroed by ne'l'ioert .,..U.J CCDtro1 

ot o'"roeu a1.rl1na•• 

Patanta and Ot!!!r PrCR!!'\T 

Rutrictice ot 1nterat1oaal. 11-'nc unda'- petmtiJ otterinc 
to .tl'iondJ.7 nation~~ ot "1*"•1 petet ricbWJ oCDtiecatice ot .._.. 
P'ltant o; 11Ceni1Dc ot toreicn tine doU. bultneee 1n tbe United lltateeJ 

.. 1lllre ot •"-7 property. 

~<>&tiC!!! 

• 
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!br'Mte aDd ..-••-•• • tnan Uld e•n•t.a, 1D t11a poUUoal 
(d1pl-UO) till41 fftlr 1lbilb tlla -'17 OODIIn.l lliP\ ....spro.t.e 
b7IOODa.IO-- tllat ~p OU' 1'J1.eDU ftlr bua 0111' -'•• 

fHt!tX aDd !an.l l!!.!tnellt.l 
a '1nc aDd otb• att.eca ca objaoU.- p1.ollia4 fbr Ul14r D7 

Slfel1-l 1A a ; 1'. 1p of I de attriti.ODJ 'blookw'a, parfeota4 
111 & D&'fioart .,. .... 

• 

) 

• 
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PI[IIU.L ~ lftAJ+RIIJI31 .. 1!1'88 CC * '?W 1U'!B ~C DJ»-111.'!111: 

~tift OrtiC& ott~ ...,,.,!!It 
ottice tor S.ra-q ~ 

ott1ca o! ProduUCD 1111z1aa-t 
D1.U1CD o! Prior1U..a 
Din.lon at Pu.rah­

!hlreau ot tba 8lldpt. 
National Raaoarcea Plann1nl lloal"d 

CO!!!!cU of National· ll!!!!!!! 

J.drlt01'7 eo-iaaion to t.ba COUDOU at .. tional ll!!-
Pri .. Stab1llaat1on D1'ri.a1CD 

Deten .. C-s.catioM Board 
O!fue tor Coordilw.tion at c-o1a1 and CUltural Ralationa 
between tba Aarican Republica 

ottice ot Export Control 

Intmlep!rt!!ntal Ca.1ttea !or Coord1nat1on o! Fon• m and »-atic 
!!!11 tary l'llrcha&!& 

Pt......,.,t Joillt Board on ll!!pt 

l!!terde!>!Z'~al Ca.itt!Na 

Joint J.rw:r &lid Na..,. lllmitiooa Board 
Executha Ca.tttea on c-cial Pollo7 
National lllmitiOM Control Board. 
Interdepartaental C-.ittN on Inter-AIIIerican Attain 

llopartaontotStat! 

Dinuooot~ 
Dirltico o! IJJt-tional c-=toatioM 
Special D1Yia1on 
Liaison Ottioa 
Dhilion ot luropND Utain 
D1'f1a1on at 11ear lut!nl Uf&Jra 
Di'f1a1co ot h:r lut!nl UtaJra 
D1'f1a1on ot 1ba .U.rioan R!P'bl'oa 
Office ot PllllippiM A!taJra 
Division ot ec-roial AtlaJra 
Division ot lnt!l'll&tional Conterea­
Di'f1.a1on ot c-roial h'!&tl!! aDd .t.cr• 
Conaular S!n1.0! 
P&s8p0rt D1na1ca 
O!lioe at u. ~ ca ~onal Be: :do A!faJra 

1.69 

• 
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J'rOCIII'-'t D1'118ion 
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0. S. CoNt Ollard 
(St.a~~UiaaU.on l'mS) 
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BJ:RIBIT C 1.72 

B&clc in 1918, actin~ unr1er m acr-nt tar joint intenention • 
in ..,um Sl.beri& b;r tile United StatM .,4 J.,an, J.,an tlol.ated the 
toJ'III of the' acr-.. t. IMtaad ot •en4ine 12,000 troopa into Siberia, 
., .,ree<l, ahe 4iepatobed a forca ot 72,500 f:l&htinl • n an4 otticera , 
Tid• wu more thm the oa.bl.ned force• ot the Allied intenent1on in 
bOth 1.,t and .. at Siberia. 

Pr..:l.dent 1'U11011, 41eappointed and dl.ep1aued with J.,an• a' 
t&Uur• to obeern the apou mt, ada the 110et '011orowo 41pl.-tic 
proteet and authorised the etroaceet ldnd of econceo pr .. ......,. an 
Nonabel' 18, the 'far Trede Boarc! 1aeued ao orcler etopping the !Urther 
p-ant1nc ot all llc- for the aport ot ootton to Japu. an4 the l..cport 
ot eillc troa J.,an to tb.1a -mr;r. Iron and ete.l and their product& 
"" coneidered tor .,•!l•r action, but, u it e-.1 that Japan would 
be able to obtlin theM product& el.Mwbere, cotton aa1 e1lk were choeen 
u thl co.-oclitiee that wa~1d aloe the eoooa.io PI'''""" moet etfective • 

.t.t thlt tiM w wre bu;r1nc troa J~ about $l.S,OOO,ooo worth 
ot al.lk per 11011th and wve Nl.l1.nc that countr;r r cuflhq $13, 0001000 
worth o! cotton par IIOirth. Thie trede wu rttal to J.,an•a ecoi'Hlley. 
n. action taken b:r the UDited Statu, toptlwr with the effect ot the 
collapee o! Oe..-n:r, brouflht an 1 m'diata reeponee from the Japaneae. 
By the and ot Daceober, 1918, tbe;r had reiiO"t'ed our 50, 000 troopa b'om 
Sl.berl.s , Ha'finl achined tha dee1red reeult, the United Statea restored 
the crantinc of 11-•· IIDd trade 1n cotton and 81llc wu reiiWII8d, 

In th1l inoid.Ot w haft a concrete aa~~~~le ot the eft ectift-
,.., o! .t.Nri caD •o-'o preeaure. Thu8 1n 1918 the United States wu 
110t afraid to alai ite 41epleuure falt b;r •uuru 11bicb were eutq 
lllllleretood b:r the llilltariata ot Japu1. Dipl.-tic protaata were backed 
br econaodc praM~&N an4 tbe deeired ruulU • :!.htal;r achieved, 
Today thl 1 .. uu at etaD are ot -..,... \'l.tal ial)orteoce to tlw 
United Statae J t1w eooDOIIic ••F- at band are ot - greater ettect.­
b-u 'WI*> wr be-• a total attort. 

' 
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c;.-orca, the Federa1 t.D Ac V, tbe ~ted Stat. 
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Jill¥ 15, 1941 

J,!EMORA!IDUI.{ FOR THE SECRETARY' S FILES: 

A meeting relative to the edministration of Exeoutin 

Order 8389, as amended, was held in lo!r . Foley's office at 
4:00p.m. , July 15, 1941, attended from time to time by the 

following : 

Messrs . Fol ey, Cochran, B. Bernstein, Pehle, E. M. 
Bernstein, and Aildn for the Treasury, llessrs . Acheson and 
Luthringer for State , Messrs . Shea, Kreeger , Rosenwald and 

Jurenev for Justice. 

rr. Pehle mentioned briefly the Silesian-American case. 

According to him, the problem resolves itself into the sale 

of proper t ies located in Poland and Germany by Americans to 

Swiaa interests, which sale mq be for German account. The 
transaction is so complex and of such importance that Yr. 
Pehle suggested representatives from State and Justice com­

municate w1 th Mr. Carre of Foreign Funds Control, 'IIIlo is 

thoroughly familiar with it. Representatives of the conp&OJ 

and interested counael, according to J.lr . Pehle , are confer­

ring vdth Foreign Funds Control tomorrow at 10 a.m. and he 
suggested that representatives of State and Justice might 
wish to be present at the conference. Decision on the case 

nill be reached after it has been discussed· at an inter­
departmental meeting. 

179 

t~. Pehle explained an application submitted by European 

Gas and Electric (majority stock of which is owned by Standard 

Oil of !lew Jersey) for a license to sell its wholly-owned 
Hungarian subsidiary to German interests for $24,000,000, 
~9,000 ,000 of which i s to be paid in gold preaantly located 
1n Germany but to be sent to Lisbon if the transaction is 
approved. After discussion, it was agreed that the applica­

tion should be denied. 

Mr. Bernstein mentioned that the portion of General 
License 45 in relation to the pa.J1118nt of documentary drafta 

drawn under confirmed irrevocable lettera of credit iaaued 

'by American banlta ia being extended. 

• 
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l(r, Shea diltribut.a a ~1114• em SterlJ.Jig Procluota 

prepared by Juatioe. .U 10011. u the other departaenta han 

had an opportunity to ltuq it, r:r::llntathta o! the OCIIII-

pUfl will be uked to OCIIIe to Wu ton for a oonhrenoe 
iith the Inter·Depart.lntal C~tt ... 

1!1'. Acheson stated that the British lmbua,y would be 

interested to know this GoYei"DMMI.t•a polloy with reapeot to 

suits brought by Britiah creditors who han olaiu em Geraana 

with dollar balances here. The present praotioe of For eign 

Funds Control in attaolment ouea wu explained briatly. It 

meed to be the conaenaua that the British should be told we 

would not favor such suits . 

l!r. Shea distributed a -randlllll which his Department 

had prepared on patent ouea. J. oOIIIIIdttee composed of repre­

sentatives from Treu~, Juatioe, State, and other interested 

departlnenh is being 11t up for haDdl.ing patent problema on 

a coordinated pollo7 bull. 

180 

Mr. Cochran aaid that he had talked with Leon Fruer, 

former head of the B. I . s. , concerning diTidena p~penh b7 
that Bank. It .wu Kr. Fruer•a underatuding that the B. I . s. 
had paid the July 1 diTidena to Ge1'11&111 in reiohamarka ana 
Italj' i n lira, but with reapeot to the other countries, the 

normal procedure wu to P9' in the ourrenoy in which moat of 
the Banlc•a funda were held. Kr. Fruer told Kr. Cochran that 

the Bank only carried aut!ioient Swiaa franca to 11111t norul 

running expenses and that JILOit of their funda were either in 

dollars or gold located in this oountey. It wu decided to 

approve the applications top_, $271,433.74 to the Britiah, 

$49,120 to the Balik lfationale Suiaae, Zurich, $6, 189. 12 to 

the Guaranty Truat Compaey for aooount o! .the National Balik 

of Egypt, ana $49,120 to Snrigea Rllaballk. 

Mr. Acheson reported that the British had 1nfor1111d h1a 

of a proposal ll&de to Jnderaon and Cl.,ton to b111 up French 

franc Brullian bonda in Jranoe and w1 th the prooeea. purohue 

Brazilian cotton !or storage in that oountey. Kr. Pehle in• 

dioated that a IGMWhat aiJiilar proposal had alreadf 001111 to 

hie attention. 
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)lr , tutbringer aaiil that alter ovdul. oouiaeraticm, 
the state DepartMnt· felt that apprOY&l. ahoald be ginn to 
the application fileil b7 Generalllotora Corporation for a 
lioenae to pq $800,000 to 81adeo Barletta, their Cuban 
distributor, who b Ill Italian. It wu &grllil that the 
application should be appronile 
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Bo'bt 

Hello , Mr. Secretar1. 

Henr1 talking. 

i:1:z 15, 19~1 
~:07 P••· 
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All right, Henry. How're 1ou reeling nowt 

Oh, no better than I wae thia morning. 

(Laugh e ) 

A little worae. 

Yeah. Well, I gueea I'm about to ba•e the 
eame experience. 

Yeah. 

I wan t to confer with you a little bit further 
about that meeting we had thia morning •.••• 

Yeah. 

••.•• about my duty in the pr emises under 
present oond1tiona. 

Yeah. 

It ' a - I'•e 'been talking to Mr. Cooper about 
it ainoe we r eturned- in taot, he' a her e now 
bearing me talk. 

Yeah. 
And we decided I'd call you, and what is my 
duty in the oircuastanoes. Should I call the 
committee together, and seeing that the President 
wanted these •iewa that he expressed t here tb1a 
mor ning, preaented 'by someone - I auppoae he 
meant youreelf or Mr. Sull1•an or aomeone from 
the Treasury - presented to the oomm1ttee. 
But • ••. • 
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I don't knov that the Preeident euggeated 
that. I don't knov who euggeeted that. I 
don ' t know whether it VII the Prea1dant or 
Cooper. I thought it waa Cooper that aug­
geeted that. 

183 

Well, what other purpoae could you ha•e - do 
you think that the Preeident had in und? 
Perhaps Mr. Cooper did auggeat that , but, of 
course, he sugfeeted on the aaaumption that -
I auppoae that a what the Prea1den t wanted 
done. 

Uh hub. 

What waa JOur - what ie JOur interpretation 
of what ••••• 

Well, I ..... 

•.• • • of what he wanted ue to do, or what be 
wanted done or how he wanted it handled? 

Well , Bob, could I kind of sleep on th1a 
and couldn't we get together in tha morning 
at any place that you auggeat? . 

Why, yea, ve could do t hat. What- time ia 
the element that'e very importent now. 

Uh hub. 

Our drafting ae~ice ie going to ha•e their 
work done in two or three deye, aDJbow th1e 
week, theJ booed - they told me th1e morning 
tbeJ hoped to ha•e their draft read1 to present 
to ue FridaJ. 

Well, I'•• been up on the Rill with the Vice­
Preaident on the meeting that he oalled,all 
afternoon. 

Yeah. 

And I ha•en't had a chance to talk th1a over 
with anJbod1 in the Treaaury. So - I juat 
got in th1a minute. 
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IO!Jr: 
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Well, if you 're going to do anything about it , 
you know, we ought to do it eoon, beoauee -
and rnot )lat the draf t - and the Legialative 
Council go on and draft what we ' ve done and 
than have to go back, it'• a very delicate 
thing to draft anyhow. 

Ot oouree ..... 

184 

It there' a going to be any change a in the 
position ot the committee , why they - we 
ought to know it eoon and they ought to knov 
it before they go over it and then have it 
all to do over. And the quicker ve can get 
a t it, you know, the better. I don't know 
what our committee will do. That vote bef ore, 
you know - I don't know whet her anybody told 
you or not - vee a rather decisive vote on 
the questi on of - that ve had up about retaining 
the two methode ot ooaputing exoeaa protita 
tax. And what our committee will do, I don't 
know when they hear wboever present• the 
President' a vlews. I auppoee he wanted hie 
views preeented. It he doee, why then I 
want to ooneider whether - decide whet her or 
not I let them decide whether they hurt some­
body , or whether I'll Juat call the co .. ittee 
and invite eomebody myeelt. That 's the queatl on 
1n . •..• 

Well . .••. 

Mr. Cooper and I d.on 1 t exactly see alike. 

Well, when you put lt uo to the Preeident, 
you know, he eald to you, "Bob, that'• a 
matter that you've got to decide,• and you 
trled to press him but he wouldn ' t advise 
you, you remember? 

Well, would you coneider t hat t he President 
t hlnlte that I bad broken tal~ l n eo t ar ae 
our confere nce of thia morn.lng vee concerned, 
if I called the co .. ittee together and Juat 
relate to the committee what occurred th1e 
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morning, that tho Preaident wanted the 
matter reooneidered or wanted to aoeak •.. . . 

No. 

••••• turther on it. 

No , I don't think - I don't think •.•.. 

I've got to have eome reason tor calling 
the committee together and tell them what 
the President - why I called t hem together. 

Yell, I don't aee what elae you could do 
ae long as you ask me. 
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'ilell, I hadn't aeen anything elee I could do, 
but I tried t o proceed cautiously because •.•.. 

But I don't see - atter all, the Treasury's 
presented its views in tull. 'ile had ample 
time. There's nothing that we could add to 
it. There's nothing new that we could say. 

'llell
1 

that's about what I eaid this morning, 
wasn t it? 

But the President expressed his view tor the 
tirst time, and I don't eee why it isn't 
perfectly proper that you paaa this on to 
tha committee. 

Pass it on to t he commi ttee whether I open 
it up at all, or not? 

Xeah. 

It so , would you - Juet like you eay, we've 
beard the same thing over and more than once, 
but it the President - would your - confi­
dentially, it you want to - would your idea 
be that we should let the President be heard 
through a letter trom him or through a state­
ment trom you. 

• 
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Well nov, will you wait e minute? I Juet 
aent tor Sullivan and he 1 a Juet come in. 
Would you aind it I apoke to him a minutet 

',fuy , take all the time you v1eh, 'be Gause we 
want to get theae matters as clear and aa 
straight and ae eat1ataotory as we can. 

1.86 

Well, let me Just apeak t o him a minute. (Talks aa1de) 

All right. 

Hello. 

All right. 

I told very 'briefly to Sullivan what you 
and I eaid. 

:taah. 
But mainly about your idea of calling the 
committee together and advising the committee 
ot what - ot your conversation with the 
President this morning. 

:teah. 
And he agrees that under the oirc~etances 
that your idea i a a good one. 

Well ..•• And then let them decide whether theY 
want to go into the matter t urther? 

Yea. 

Well , that'e what I thought. 

Yea. 
And it the President vante t o haVe a letter 
there, when I call them together I'll have 
the letter read. Otherwise, I'll Just tell 
them whAt - the committee - relate, Mr. Cooper 
and I together ~111 - I'm eure we'll agree, 1n 
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eubstance, what t ook place t hle morning. 

Well I don ' t think it neede any letter. You 
two gentlemen were there. 

Yeah. 

And you heard what the President eaid, and 
it you waited t or a letter you migh t have 
to wait a week. 

Well, all right. I ' m glad you r eel that way 
about it. 

I mean until the President got around to it, 
wi th all this war bueineee; it might take il1111 
sneral days. 

Well , I understand that. 

But .. . .. 

Cer t ainly can reali~e that. 

But I t hlnk your idea or calli ng the commit tee 
and i nf orming t hem or what the President said 
sounds all right. 

Well all right. I'm glad that1 e the - waa 
exactly t he deo1e1on I' d reached in mY own 
mind, but I wanted to oheck it with ~ou and 
wi th some members or our committee. 

Yeah. 

Because I certainly want t o proceed with ell 
the caution and courteay I oan i n thle matter. 

187 

Yeah. Sullivan 1a ei tt1ng here, and h.e agrees 
with me. 

All right. I t hank you very much, and I'll 
call the committee either t omor row or next day, 
one. 

• 
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All right. 

And we'll r elate to them Just what took 
place th1e morning and then they oan decide, 
the cOmmittee iteelt. The Republicans baYe 
gone along, and I don ' t teal like - the t aot 
ia, I ' ve atated that I wouldn't to them, in 
the tull committee, too, and the Demooratio 
members too, that I was not going to call 
any oont erenoea, party oonterenoea, about 
this tax matter. 

lCeah. 

They baYe shown eYery d1apoait1on and 
will ingness to go along with ua that we'Ye 
been - we could expect, and e•en more. And 
it they were to tind out that we were having 
a aeoret conclave or oonterenoe about it, whY 
they might say we waen't playing tair with 
them, you k.now, wasn't keeping faith ; and 
eo I'll Just oall the tull committee together 
then. 

All right. 

The tull committee took the aotion; and it 
you want to talk to me any more about it 
in the morning- you epoke about • ..•• 

lCeah . 

••••. th1nk1ng it over. Ir you want to talk 
to me any more about it in the morning, I'll 
be glad to come anywhere you eay and meet 
you anywhere you euggeet. 

Well , I don't k.now what alee I ' d baYs to sa:r; 
but it I'Ye got anything else, I'll take the 
liberty or calling you. I take it the com­
mit t ee will meet in EXeoutiYe session. 

How ' s that? 

The commit tee will meet in Executive session. 

lCeah, the committ ee will meet in Executive 
aeesi on. 

• 
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Yeah, that's right. 

That ie, any meeting we have will be in 
Executi ve seesicn unless the committee 
orders otherwise. Ot oourae , we've oloaed 
the open session, you know. 

Yeah. 

And the committee would have t o order, 
ot course, any public hearings or any 
hearings ot ber than Executive aeaai on. 

All right , Bob, I aopreoiate your calling 
me very much. 

Well, I'm very glad to do it ; and I 'll keep 
you advi sed ot Just wbat 'a going on. 

Thank you eo much. 

All right, thank you. Good-bye. 

1.89 
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Henry? 

Yes , Bob. 

July 15, 1941 
4:19 p.m. 

Ooughton calling again. 

Yeah. 

I mentioned t o Sullivan, and - I suooose 
he's menti oned it to you- it not, I 'll 
lllention i t to you anyhow - Jere and 
I have just discussed t hat. Would it be 
proper andyo~d be willi ng to let me have 
a copy ot that memo randum t he President 
r eed this mor ni ng? 

You'd have to get it, Bob, trom General 
Watson. I couldn't give it to you. 

You had- you couldn ' t give 1t to me? 

No, I've given it to t he Presi dent and it's 
his property now. 

Well , we - that i s, it ' d enable us to more 
aoour a tely lay the matter betore our com­
mittee it we had that. 

Well , I - I ••••. 

1SO 

Both Jere and I agree t o that; but it there's 
any r eason t hat it ain 't worth holding and 
not let us have i t, wh.y, ot cour se, that'll 
be all right with ua. 

Well, anything that I 1 ve go t is yours; but 
it you didn ' t mind calling up General Watson 
and asking him. 

I w1ll. I'll call him. 

Will you do that? 

• 
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Yeah, I'll call hlm right nov. 

I'm sure he'll give it to you, and that 
will save me ••••• 

19! 

Well , that'll help us, you know, in pre­
paring t he - in restating t o the committee 
what t he Pr esident stated to us this mo rning. 

I 1m sure it would. 

'Cause we want t o give it to them as accurate 
as we possibly can. 

I'm sure • • .. . 

Because me<Dory i s not always - i t 1 s not as 
eare as a ~itten word. 

Well, you call uo the General, and that 'll 
take me orr the soot. 

Thank you very kindly. 

Thank you. 

Good-bye . 

• 
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Hello. 

July 15, 1941 
4:27 p. m. 

Mr. Sullivan. Go ahead. 

John .... • 

Yes , Mr. Secretary. 

Bob Doughten Just called baok and asked 
me about the memorandum, and I told h1a 
to oal1 up General Wateon and he said he 
vould. Hello? 

Yes, e1r. 

So you knov that re11e•e• you. 

Yes. That's that. 

Yeah. 

Right . 

Thank you. 

Thank you, sir. 
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Hello. 

July 15, 1941 
4:30 p.a. 

Mr. Secretary , General Watson. 

Hello. 

Hare you are. 

Hello. 

Hello. 

Bob Doughten called up and wanted a oopy 
ot that memo t he President read on axoeae 
pr ot1 t a tax. 

Xaab. 

Is there any way we oan get tha t without 
bothering him? He's in there with the 
preee •. . .. 

Xeab. 

••.•• and be's got t wo people attar that. 

Well, I- I wouldn't want to eay vbetber 
the President would vant t o release that 
or not. 

Well, did - di d tbey want it r eleased 
or did be • .•.• 

Well •• ..• 

•••• • and Cooper Just want to uee itt 

It you give it to them, you might Just as 
well malta up your mind that. • • • • 

• • ••• that it' s going to be released. 
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'leah. 

All r i ght, I'll ask him. 

I wouldn ' t - I mean, be asked me and I sai d 
i t was t he property of the President and I 
couldn't tell it. 

All r i ght. 

But if you give 1t to them, you might Just 
ae well make up your mind you'll •...• 

Well, what 1s - what 1s your recomoendation? 

My recommendation? 

Yes, air. 

Is no. 

Your recommendation i a that. 

Yeah. 

Well, that's about what 1t would be. 

Yeah. 

Well, I know damn well 1t 1s. 

But don't tell that t o Dougbton. 

Hell, no. I 'm not goi ng t o ••••• (Laughs } 
You know I ' m not that shrewd man they 
pictur e me up as it I'm goi ng to do that 
kind of thing. 

Yeah. 
They got me wri tten up ae a shrewd fellow. 

Yeah. 

Yeah. 

1.94 

• 

Regraded Unclassified



!ll(Jr: 

11: 

!ll(Jr: 

V: 

fQI.Jr: 

'If: 

!ll(Jr: 

li: 

!ll(Jr: 

lf: 

HY.Jr: 

- 3 -

Well , my throat is very delioate, and I 
don ' t want it out. 

Yeah, Ieee. All right. (Laughs. ) All 
right. 

Okay. 

You'll never get it cut by me. 

All right. 

Yee, a1r. You'll get it protected by me. 

All right. 

All right, I'll tell him then you said no. 

All right. 

Good-bye. 

Good- bye. 

1.95 
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Hello. 

Jul): 15, 1941 
4:}6 o.m. 

secretary Ickes. Go ahead. 

Hello. 

Hello, Harold. 

Say, Henry, I don't know whether you have 
anything to do with it; but there's a 
vac.ancy on t he Federal Reserve Board, 
1en't there? 

Not that I know ot, but there might be. 
Do you vant to have Char lie Wes t go on? 

Well , yes. I wonder ed 1t you could help 
h1m out any. 

(Laughs) What'e on your m1 nd, Harol d? 

1.96 

Oh, what i s t hat damn th1ng that - oh, a 
fellow over here by the name or Julien 
Terrett. Doesn 't there have to be a farmer 
representative on t here, t oo? Ches t er Dav1a 
ree1gned. 

Yeah, that ' s r1ght. That's r ight. 

I s t here a vacancy there? 

There - there might perf ectlY well be. 

~ell, the only thing I pr om1eed t o call you 
and mention hie name t o you. 

Who? 

Julian Terrett. T-e-r-r-e-t-t. 

Okay. 

• 
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He' e Assistant Director ot Orating oYer 
here. 

All right. 

He's trom •• . .. 

Anything else? 

•••.. trom Montana. 

Okey-doke. 

All right. That's enough said. 

!!XJr : Thank you. 

1: Say ••••• 

!!MJr: 'leah. 
I: .... • are we ever going to do any economi o 

warfare business? 

!!~Jr: 'tlell, the President's given the Job to 
Wallace, to call up a committee and be 
chairman ot 1 t. 

I: 

~Jr: 

I: 

lii'.Jr: 

I: 

ID!Jr: 

1: 

ID!Jr: 

Christ! 

And I was up there t or two houre today. 

Have you really? 

'leah. 

Ub huh. 

And I don't know what' ll come ot it. 

Ths t'e a ni ce mess everything 18 here these 
days. 
But, I was amazed t o get a oall trom Wallace 
to come up there. The President asked him 
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to become chairman and take it over. 

He did? Well, he'a a good executive. 

Well , you recommended b.im to head up the 
whole morale thing. 

Well, you know why. 

No, I never did know why. 

198 

Well, I tell you. I aav that we vere going 
into a desoendlng apiral again because nobody 
suggested anybody with a national - that vaa 
known nationally. 

Yeah. 

So in desperation ••••• 

Uh bub. 

.... . I suggested Henry to take it temporarily • ..•. 

Yeah . 

••••• thinking that way we could keep the 
damn - ite noee above water • • ••• 

Yeah • 
••.• • until we could get a l ife raft out tor 
it. 

Yeah. 

But I guees the President Just doesn't 
intend to have any morale. 

(Laughs) 

I think it ' a - I think it'e perfectly 
terrible. 
Yeah. Well , there 1en 't- there's nothing 
going on. 

• 
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Oh no. And I vent and made a epeech laet 
night, and I vaen't allowed to mention the 
Vioby Government or Petain in disparagi ng 
term a . 

No. 

No. 

Good heavens. 

My God! Chamberlain at hie beat couldn't 
aooeaae the way our State Department doee. 

(Laughs) Well, I don't know. 

You don't know. Well, I do. 

Well , we still send out the l i st every week 
ot the gasoline that goee •..•• 

Say, isn't it - isn't it ghastly? 

Terrible. I t 'e getting woree. 

'tlell , you know what they're doing? They're 
bui lding uo a bigger eupply eo they'll be 
ready tor us. 

That 1 e right. 

We're just - we're juet giving week by 
week •.•. • 

I know. 

•.•.• hundreds ot thoueanda ot gallons to 
put a way so tba t when t hey're ready tor 
ue they. won't meet any trouble about their 
oil eupoly. 

That's right. They don' t have to go down 
to the Dutch East Indies. 

That 1 e right. 

1.99 
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Xeah. 

All r1ght, Henry. 

'l'bank JOU. 

Good- bye. 

• 
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Hello. 

Leon Henderson. 

Hello. Hello. 

Hello. 

Leon? 

Yeah. 

Bov'd you make out? 

AU right. 

D1d you? . 

Got the green 11ght. 

You d1d. 

July 15, 19~1 
~:51 p ••• 

Yeah. And I'm arranging to eee the folks 
dovn on the H111 tomorrow. 

Yeah. 

And I thLnk ve'll move pret ty taet. 

Could yo~ tell 1n any- vell, I oongratulate 
you. Could you tell 1n any vey whether -
vhat the President's reaction vee to my memo? 

Be d1dn 1 t eay anything about the vllole th1ng. 
He vaa ver y auoh disturbed at Bob's attitude 
tovard that tax. 

Yeah. 

201 

And he talked a little b1t about that. Other­
viae, he d1dn 1 t mention it. 

I eee. 

• 
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But they did and it vae helpful, I thlnk, 
in the deo1eion about the green 11ght. 

Well , 1t he r ead it, he must have r ead 1t 
laet night. 

Uh huh. 

Hello. 

Yea. He didn't get a chance to go over the 
whole thing. 

No, he Just confined hi•eelt to the tax 
part this morning. But he had it all last 
night , and he had last night's memo on t op 
ot his deek vith some penoil on 1t, eo he 
•uet have read it laet night. 

Yeah. 

At least that's vhat I think he did, but •.... 

What oo you think v111 happen? 

What v111 happen? 

Yea. 

On the tax thing1 

Yeah. 

Nothing. 

You don't think eo? 

No , beoauee the President told Doughton i t 
vae entirely uo to hi• and t hat he vouldn' t 

make any euggeatione. 

Ob ay! Then 1t'a go1ng to be uo t o you When 

rou go down. 

Well, vhen I go betore the Senate. 
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leah. 

Doughten 1e going to report the oon•eraation 
to the oo~ttee ae a Whole. 

leah. 

See? 

leah. 

He' a goiJ18 to tell the oou1ttee wna t the 
Preeident told h1a. He Juet told ae tvo 
lllinutea ago. 

leah. 

And eaid he vas going to do that. But, the 
chanoea are ninet1 - nine out ot ten that 
nothing vill happen. 

Oh my! 
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Beoauee, 1ou see I - you know I said - I eaid 
t o you, •Unleee the Preeident takes this and 
does something dramatic, nothing will happen. • 

Not in that House Coamittee, certainly. 

Ho , . and the Senate Committee'• worse. 

Well, I guees we'll all ha'fe t o get i n and 
pitch and tr1 to convince hia ot the necessity 
ot it. 

Yeah. 1fell, when we get down to wri tlng a:r 
etate•ent, I'll aek you to help collaborate. 

All right , Henry. 

I'm del1gl1ted, though, that you got a green 
light. I congratulate you. 

'l'hanlt you nry auoh. 

Good-bye. 
Good-bye. 

• 
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INTI!:III 01'1'1CII: COMMUNICATION 

•• Secretary Morgenthau 

,..;.. J, J, O'Connell, Jr. 

For your information 
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~ 
DATC 

July 15, 1941. 

The regular weekly meeting of the Price Administration 
C®Dittee was held in the conference room at the Federal 
Trade Commission this ' morning at ll o' olock. Kr. Henderson 
was unexpectedl.f required to go to the White House so was 
unable to be {>resent. Kr. John Hamm, Deputy Administrator 
of OPACS pre uded. 

The meeting was relatively brief, the discussion 
centering around the difficulti es they have been having 
with the cotton textile people as a result of the price 
order issued by OPACS in connection with that industry. 
The industry is, to all intents and purposes, on a strike 
against the price ceiling and it is very difficult at this 
point to see how it is al l going to come out. Industry 
representatives are to confer with some of Kr . Henderson' s 
people this afternoon and tomorrow and they have some slight 
hope that the log- jam will be broken. What the industry 
wtnts, of course, is higher prices, as well as relief from 
the provision of the Order which makea the price ceiling 
retroactive . 

I told the group of the difficulties the Procurement 
Division has been having in connection with purchase of 
a substantial quantity of greige goods under lease-lend, 
and a general discussion was had with respect to that 
problem. No constructive suggestions were forthcoming, 
although all seemed agreed that efforts should be made to 
negotiate contracts for the materials we need with individual 
~ppliers. Kr. Stettinus suggested the possibility of 
abutting off power or coal from any company '!''hioh wol;lld 
r!fuse to sell us what we want within the pr1ce ~eilmg 
t1xed by Wr . Henderson He pointed out that th1s method 
was used extensively d~ing the World War. The difficulty 
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Seeret&ry Korgenthau, 2. 

with this w!apon, as we~l as wi~h others presentq available, 
is that it l& too drashc . This portion of the discusaion 
pointed up pretty well the necessity for some price legisla­
tion wnicn will give to Henderson' s outfit the power it 
needs to enforce its edicts. 

One other subject was mentioned which was stated to 
be highly confidential. OPACS' representatives have been 
diseussill( the cotton situation wit.b representatives of the 
Department of Agriculture, in view of the rapid rise that 
Jus recently taken place in the price of cotton. The price 
is now substantially in excess of the 85 per cent of parity 
'lilich may be loaned on cotton, and the price may ultimately 
go to or above par it;, in spite of the tremendous stocks 
of surplus cotton that exist. Although there are many 
restrictions around a disposal by the Government on stocks 
or cotton, an agreement has been reached by which the 
Department of Agricult ure will release some of its cotton 
"hen, as and if the price reaches parity. O.I'ACS officials 
feel that this will o~erate effectively aa a price control 
device to keep t he pr1ce of cotton from getting out of hand. 

Before the OPACS Committee meeting I attended a 
ceeting of the motor truck sub.coraittee of the automotive 
industry committee at OPK. Very little transpired which 
ns of ~lore than general interest. However, the figures 
nich were developed as to the trucks that would be needed 
durillg the next year were start!~ . From the figures 
ti:at were presented to t he group, 1t sounded u though the 
&llto::otive truck industry i s expecting an expansion of about 
50 ner cent in terms of the number of trucks thit will be 
~eeaed during the next year . The figures were no t very 
lntelligible , inasmuch as there had been no break- down as 
to the number of trucks that will be needed in the different 
size·categor..ies, but it was apparent that in the eyes of 
~hat group at least, there is little hope for any curtai~ent 
111 the manufacture of trucks during the next year . . It u 
1fparently possible to convert passenger car capac~ty to . 
~ne construc t ion of small trucks, but any substanhal expanSlon 
lD the ca~j~tT to produce large trucks can be &a a result only 
ot re-too ana the acquisit ion of a substantial quantity 
ot ~:&chine tools (as to which a real bottleneck exists) • 

• 
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Secretary llorgentbau, s. 

And this , of oourae , takes no account of the shortage 
of ms.teria.Ls . If the figuree presented at the 
meeting are realistic , and if what we have been told 
about the shortage of raw materials is true, it would 
sound ae though practically all of the passenger car 
industry will either be making truoka or defense 
articles or will be shut down next year . 

:Z06 

• 
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llr. Harford Powel, 
n.renae Sadnge Starr, 

Treasury Departaent , 
lubiugton, D. c. 

Dtar ~:r, Powel : 

~~~ 
July Hth, 

l 9 4 1. 

208 

Am eorry to ban been so long in 

ptting aoM IIUlterial to you, but rtrat we had to 

walt until t h e a.rt work was tlnisbed. Tbla was 

held up becauae we had to arrange the tiguree and 

~· 

our copy on the e lze sheets which Oualer Lithograph 

use on their pres see, eo we would only haYe to rerun 

halt or t he poster abe eta ror t he Defense Bond copy. 

We are encloeing with this letter 

photograpbe or our uterial , and pbotograpbe or the 

aater ial we propose to print t or you. You will notice 

tbat in addition to the poatere we ban included a 

run or car cards . We mentioned what w ware doin& 

iu postere tor you to the New York Subways AdYerthing 

Coopany, because we do not ha•e any poster coYer in& 

in New York City, and we tbougbt you might like a 

run or cards. 

The ,New York Subways Adnrtlaing Coapany 

said that they would be nry glad to gin you the 

apace, proYided we were willing to print the carda, 

a.nd we llaYa aade arrenge-nte to make new plates and 

to rurnieb them lS,OOO cards tor New York City. 

We, a lao, haY a a Yerb&l proalae troa tbe 

paopl e ruDD1ac the Cbloaco car cards to duplicate 

llllat 1e done 1n New York and tble would include 

1,000 cards in Cbl caco. 'The a bOYe oar cards are abe 

l lx28, which ia our resu!ar size or oar card. We are 

also goiq to aM it - cannot stretch tbeee nlatee 

to include a 16%28 card wbiob 1e the size u .. d in the 

Chicago :&leYa\ed Linea,' aDd it- O&D, thle will gin 

tou au a441t1ona1 2500 oarde. Undoubtedly once tbh 
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second Page , 
:·r. llertord Powel, 

gets ste rt.ed other people 1 n the car card bualneaa 

will not wunt to be lett out, and lr they all co• in 

it w1 tl mean we may haYe to turnbh tor the entire 

United States a bout 85 ,ooo car cards, 

In connection with the poaters; the 

desi gn we ar e uai ng a nd the one which we Motioned to 

you 1s , or oour sa, t or September, but th 1a be ppened 

to be a short run, ae the Septeaber poster only appeara 

in the Hard Coal Region in Pennayl'tanle in September 

nth a t otal or 6)0 poetera, an4 on the West Coaat ' 

in Oct ober with a total or 1 , 870 poatera, and a leo 

in October in three Southern 3 tatea with a total or 

970 posters, 

We felt we could coYer New York with the 

ear cords, and I am sure we can get other cities to 

do the S81118 t hing, but we felt that we were not ghiD« 

you coYerage in the Middle West where we imagine you 

need t he outdoor showing, so we put through an order 

tor a r e preaentatl -.e showing in I l linois, Indiana , 

Iowa, Kansas, Michigan , :linnesota, : :l5eouri, Ohio 

and '.Visconsln, which will be a total or 6,670 boorcle. 

Tbls • •ana that we heYe purchased r or 

September--October space ror 10,140 - 24 ebeat posters, 

ot which we propose to glYe you belt, t hat is , in the 

!ltd-Western States, llated abOn, there will be ) ,))5 

~star s paid ror by ue and carrying your copy. I n 

Pennsy lvania )15. doth or these showings t o go up i n 

3e ~te~ber, r c t he West Coast, which takee i n t he Statee 

ot Ar tzona , California , Idaho, NeYada, Oregon, Utah 

anc 'n&s hington you will haYe 9)5 posters , and in 

St "t r. Caro lina, North Carolina a nd Georgie 485. The 

'Kest Coast a nd South to be posted i n Octcber. 

Tblo is the apace we are paying t or, but 

we e~e sure we can get you nearly double this a=ount . 

lr. ~ending out our orders ror t he additional apace in 

t!:" ·: id-Western States we mentioned in our l etter to 

tt~ rlant-ownera that we were buying thia space and 

t: :"::~g halt or it to you to help eell u. s. o.reua 

rc:; s a nd Pos t al SaYings Stampe, and that lt they cered 

to •~operate with you and glYe you additional epace 

" • •:ould be willing an4 aore than glad to rurnlall 

a ~c :t ional paper, Tbe ree~oeee coming in to thia 

!e:ter 80 f ·ar indicate that on tbe aYerage the plant­

C~~e rs are going to ask ror double tbe anount or paper 
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1'bir4 Page. 
:a. Rert'ord Powel. 

car1'11118 your eop:r and will double un :rour ebowipg. 

rr t bia §)ell through at the rate it bee ete.rted , it 

will mean that in the Mid-Weetern Statea, ror inatance, 

you will han 3,335 posters With :rour copy on, and 

ror wbich we are paying r or the space, and approxi~~atel:r 

),000 adcUtlonal posters , r or Which we will turnbb 

tho paper and the plent-owners, themsel Yee, will 

rurniah t he apace. 

Realidq that the medi uma we are rurniah­

ing you ahow to the ausea or the people r ather than 

to the carriage trade, eo to speak, and because we are 

using our fiprea as a e;rabol on tbla ftllterial, w 

hue worded our oop:r to keep it in the 5- field. J or 

tbat reuon we &Yoided an:r reference to 1nnetaent, 

because we fil'lll:r bellen that innat•nt s are beyond 

tbe reach of tbe aaJor1t:r of people, t hat ia, the 

youpger people that our oop:r 1a senerall:r aMreue4 

to, ancl balDS ot t he :rouacer seaeration an4 haY1DS 

tbelr U na ahead ot tb-, the:r senerall:r epen4 prett:r 

.. u up to their 1ncoae, and inYeet1ng 1e eomethlne 

they leave ror t he ruture, AlSO, we be l ieVe t hat 

tbe word "lnYeetment" meane to the eyer~ person the 

uttlng aside ot a slzeeble aum or aone:r, end a a we 

~eratand your driYe it is to sat eyerybody t o at 

least do a little. 

It 1e t he reaaon that ,.. ehow tbe J>rlcee 

on the car cards. This -• reaeoniq b the reeeon 

ror not uaipg the word "b"T" but 1natH4 t o u se tbe 

111Drd "get". I t bas bean our experience t hat it people 

•r. sold on tbe lela& ot settiDC sc:aetblq :rou pnerall:r 

&et action, t hat is, 1fhen -bod)' soea out t o pt 

IOIIeth lng their mind bas bHn aacle up betoreballd to set 

1t ea t he word 1apl1ea. on the other hand, Wilen people 

co out to bu;r, it senerall:r indloawa - 1ndecle1on 

llld ceans ehopptac ai'OUD4• 

I u atra14 I u not U l'lainiac thle nr:r 

well, and the point _,. be a 11 ttle tar tetohe4, but 

th•ra l e aoM pa:roholoc:r to it. For inata.noe, people 

wt ll co1111. into a 'ballk ancl ea:r towbere can I bu;r atupa 

or Defense Bolide". Their wbole attitude 1ndicatea a 

cena! n 811011Dt ot tD4eoia1on and unoertaillt7 • On 

tbe oth&r band it they •-• in and aa:r "I want to 

ttt s cee Daten~ Bonde" it pretty wll iD41oatea that 

t he,- hne been preaol4. 
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fourth Pege • 
:11'. Herford Powel . 

or course, you will undoubtedly h aYe your 

own •lewpoint on t hia a nd we are, there fore, not goiq 

ahead with t he posters or cards until such time aa we 

set an okey r r o..: :you, but we would like to have i t 

Just as s oon a s possible , ··.a it i s &oina to take soaa 

t ime to make t he plate •, 

Another thi ng I might ment ion, a nd wbiob 

apperentl:y I ha'fe O'ferloolce d, is that ou r expe r ience 

Ilea been that the t'i r et l aw ot' na ture and our atronaeet 

l natioct is a law and i naUnot ot' aelt'-preaervatton, 

which 1n simple l an gu.&e aeans tha t ever yone at heart 

1a one hundr ed p er cent ael tiah, end t'or that reas on 

,. bue JDade the entire appeal on a n e ntire l y seltiah 

bade and wi thout a ny a ppeal wha t s oever t o patriot!•. 

Tb b zight be a lliat ake it t h e -ter iel we ere t'urniahina 

were the only - tarial out on Defense Bonds and SaTlqa 

st~pa, but they are bet na hammered through every med i ua 

and nearly al l or t hea r et'er more or less to t he 

pat r iotic moU n behind gettina the s e bonds and s t aape . 

That being the case we thought we would limit our 

arpes l to the s elfish angle, and we May pick you up 

1 0o:e buyers that have not been moTed by the other 

ar peal, and a lso baa the advantage or be1J18 a lit t le 

different . 

I &Jn also sending w1 t h the s ketches a 

drawi ng or the New York Sign, on whi ch, it :you oere to 

hue us do eo , we will put in the a t-ace that now carries 

our copy, the - copy whi ch appears on the postera 

and car cards , This would come on 1n t hree f l a abes, 

tbe sa• ,e 111 our own copy at the present time, and aa 

1s illustrate d by pulling out the elide on the alcetoh. 

We me nti on t he pri c e ot' Sa'finga St ampa 

f rom 10¢ to $ 5 a s we believe the bulk or the people , 

Wbo s ee this aign on Broadway, will be your Ulall b~ra 

and not your lar ge b1Q'era. lus t what w can do wi\la 

the letterina, tha t 1e, whether i t will be in bulbe 

or Neon tubiq, we do not lcnow, but we are aettiac 

figures a nd 1nto naat1on rrcm New Tor lc on t bi a aubJeo\ , 

Alao , please bear in aind that t beaa 

•ketches abowtng your oopy are onl7 in blaolc and white , 

and the l e tter i na on the oar earda 1a ••ry rough. 

Wh~n rtnished i t will have the - • olear hand lettarina 

that appeara on our own OOJO'• .ueo, please r e-ber 
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nr~h Page • 
11r . tlarrord Powel. 

tbat ln bl11ck and wtllte 1t doea DOt ba'fe tbe p1U1D1a 
that 1 t don 1n color. The tllllabed aateh 1a ill 
rr ont of •• now and 1 t reall:r 1a a 4aDI:r, '1'bll 
glrl' e cloth1D8 1a a brleht plal4; t.he llarlDe, ot 
course, la 1n 4reaa UDlto~, wtllob 1• al-:ra 
colortul , and the whole th,lD& la on a pow4er bl118 
~>ackgTOund . On the poater, bot.h our OWD cop:r aD4 

1
oure, appear a l n :rellow letter1ac on a 41U'It bl• 

penal, wblch aaua lt atand 011t to beat t.be band. 

PK1f-h 
Enclosure a 

Youra ••r:r trul.:r , 

WJC, ':'IRIGIZ!' JR . COIIPAIIT • 

212 
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1Ul7 15, lMl 

- Total Albwu Total 

!)OU 
Stacpa Sold .UbW>lll Started 'l'o Dcte ~ 'l'o Dat e -

lcl.1 l 1~73 <l95 $853,40 

2 9-r.l 25? 7~! 331. 75 $1,185.1!5 

3 eoe 104 856 314.~ 1,499.'10 

• 945 223 1079 229.~ 1,?29,1!5 

5 C243 591 16?0 830 ,15 2,559 ,30 

6 860 117 1787 280,05 2,839.55 

7 1091 118 190!1 380 .05 3,219.40 

8 967 196 2101 302.75 3,522,15 

g 1M4 199 2300 405,20 3 ,927,35 

10 1066 233 2!133 329. 70 4, 257 .05 

u 7!18 206 2739 261.00 4,518,05 

lZ 870 202 2941. 265, 80 4, '183. 8!1 

13 967 160 3101 303.60 !1 ,087.~ 

u 129!1 213 3314 !118 . 50 5 ,605.9~ 
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DailJ' w .. - ,Ju}J' 19lll 
Oa lluia of lone Prloe 

(In Ulouauda of 4ollara) 

Po et 

Date .All JoD4 lalaa JoD4 w •• INik JoD4 lalaa 

!oial Serlaa ll Sarloa I' Sarlu G Serlaa ll 'fatal S.rloa ll S.rlu I' S.rloa G 

lu}J' 

1 • 9.505 • 2,337 • ~ • 6,16o • 595 8,910 • 1,793 • 957 • 6,16o 
2 11,612 ~.o66 6,7Gl 1,735 9,877 2,331 Sli5 6,701 
3 15,oll5 ~.903 8113 9. 299 2,077 12,969 2,1127 8113 9.299 

5 22,900 9.589 2.~37 10,875 3.191 19.709 6,397 2. ~37 10,175 

7 11,028 6,315 ~72 ~.2~ 3.9011 7.120 2.~7 ~72 ~.2~ 

8 11,226 ~. 867 1,197 5,162 1,}46 ~,1181 ~·522 1,197 5,162 
9 16,~p 6,277 880 ~.~13 2,229 1 ,3lU .~ 1180 ~·lll3 

10 11,}0 6,018 6os ,sos 2.~9 8,972 3.559 6os ,808 

11 16,311 8 , 50~ 1,197 6,610 2 ,~ 13,905 6,0911 1,197 6,610 
12 12,689 ~.~ S6o 7.3~7 1,672 11,017 2,1110 S6o 7.Jll7 

111 

!oial 

Ottlce of t1w1 S.creta>7 of tll8 'fr•&8Ul"7• DlrlaloJ> of lleoearch u4 SteUaUco. 

So= eel .U1 tl41"J'u are depoe ito with tll8 Trea i'IU'er of the tJJ>l ted State• on account of proceed• of oalao of 
UJ>lted 8\,.toa Sanngo JoD4o. 

llo~•t :1"1pree ba•• been roun4.e4. t o neareet t housand and will not oeceeeeril:r a44 to to tale. 
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DIFJJ!SII Sj,VI!IGS SUlJ 

/JJYANCE liO'l'IC£ lt&j)lQ PRQ!?I!.\I(S 

'l'UiSDAY - JULY 15, 1941 

Time: 3:15 - 3:30 P.M. 

Progr~: Stella Dalla• 

'""i­
Seeret.ary Jlorgenthau ._. ::> 

Station: WRC t>lld National Broadeaatinc Rad. lietvork 

T!.=e: 7:00- 7:30 P,M, 

Prograa: Jo~ PreaenU 

Station: WRC and National Broadcaatin« llotvork 

Time: 9:30- 10:00 P.M. 

Progrem: College Hugor 

St ation: VRC and. National Broed.enating Red. Yetvork 

• 
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_,·/I,TREASURY DEPARTMEI'il\.4 ~ 

/ INTU.OI"''1C« COMMUNICATION 'l• ll• 

DATC hlJ' 15, 19111 

seer•~ llor&"D\bau 

)(r,Cochraa CONFIDENTIAL 

r.p eter..S. ahrllDC \ rauactlou of the reportlDC b....U wre ae tollowal 

Sold \o •-•rcl&l. coac.,.. ~5,000 

Jlll:rohate4 ffoa OO•trcial CODOOrDI I. 5o 000 

216 

~ -ut aterli.Dc .,., ap1ll Cl""t..S. at ~.0}-1/ll. !U oa.l.7 reporW v ..... 
,.1~o~ wntht..S. of tho ••UlJic of £5,000 to • co•erc1al coac.,., 

Ia Jew York, oloo1DC quo \&UoDt for the to.re1p ourrODC1ea 1hW below wre 

u Collowll 

0..,.,.1.., tollar 
Ar&"D tine p .. o ( tree) 
:Bral111aD a1lre1e (tree) 
lJ~ p .. o ( tree) 
Coloab1aa peoo 
Mu:icaD peoo 
011.baD peao 
.Japellne 1• 

Ia ett1Uoa \o aooeptlJic tollara repre-t lJic the proce..S.o o! hill expor\1 

IIIII l.nooao !~oa hill bnt-\1 1a tho tJniW 1\a\at, or 1D ~· !or hill 

Cruet ~ be ue4 t or Urtq espeMI 1D hit .. ~laat. the Moo la\ional JaM oa'bl..S. 

• Jew York bODII: tha\ it would alae u11:e an.11~1e ..tera\e ... """ ot hill !r&DOI 

(ocataet 4ollart) t or ~h to coDro.lar ac-h an4 lepUou ouh14e hit .. rlan4. 

"- ...,. .. , ••lllDC ra\e of the Moo JlaUoDal Jaall: h . li}D-7/S per Moe !rt~~C. 

ft tlao l o.n..S. tolla7 that a rw llev Tol'k beDII:a ....., ha,.. ..U balaac01 1D hit .. r­

lu4 "' offtrtDc M11 !rliDOI 1a the Jlev Tol'k ..,0\ d .3,75• 

lo tolt approzlaatel.T $10 ,000,000 1D &<>lll to tho M11 la\ioDal :B&DII:, aiel> 

.., ad4ot to Ua tar11ar1r»t ac-t. 

!bo J'otoral laMrn Jaa11: of Jlev York repor\e4 tha\ tho Cetral :BaD11: o! CMu 

lhippot $709,000 1D aolt trc• BoDC loDC thrc...., the Cbaae JaM, lloDC loDC· Deu,.., 

or lh1t tll.lpoaat 1a to 'be tabla 1a 1aa haDC1- '117 tho h4eral laM~ Beak of tho\ 

' 111• aad.tr 1Datrl>OUoaa trca t.a.. Jlev Tol'k J'e4eral laaern Jaak. !ho • 14 Y1ll 'be 

" 1lno4 1D lu J'raaci-. ut eqdnlft\ aaoa\ Y111 bo Ult ... r..S. 1D lev Tori< to 

lllo l14tral lett,.. :BaD11: of Jlev Tort, atolL v111 oar.rk tho plt for tho ..,oo""t 

t! lbo Ctn\ral :Bull: or CMu. 

• 
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w. .. ..., wor-e& \11&\ tU loa'-r .. u JI'1M • ~ 5 .. ..,U'ftla' te 
or 151111-..r tUa \II& tw»ta\loa-' 1-. •• 1M riM Ue9e apon JRitlr 

,_19U, ~- a\ .,..011) _. a~vl•W \o a Uple\loa 1a etoea nwUU, hea 
~ott &Ol4 e,or h , eooo peai.a 'T a epenl.aUft ._.. 4'M \o Jel1Uoal 
:;;io,_tt. !lie JoMq oilftf prloa oa ~ 5 wrat "' to \II& ..,U'ftla' ., 
---~· or 1/161 a4er \Ill q110ta\loa for J- Ill. 

Ia I.oa4oa, o~\ ollftr wao fbool •' 1}-3/M, 'liP l/164. lonul 111ftr .,.. 
alto prlofl o\ 3}-3fS4, 'IIIIMMpt. !be tJ, 1. lqUYalft\ Of \1111 prlOI 11 IJa.~. 

!Ill ,, .. 11117'• pvohaoe prlo. for forelp ollftr wu "GMIIMcel a\ ~. ....., 

114 -·· 11ttltmu\ prloe for forelp ollftr ,... aloo va•bn&l' a\ 'j14..Jf141• 

y1 ,.... oo.• pvc- of ollftr -'"- \o u~.015 •-• -.ler - IUftr 
,.,..... je\, !!>lo ollftf f'IPI'I_,_. ...., pro491U• fr. J- Mil _. '"-"' 

tor opo\ 4111Ytf7• 

CONFIDENTIAL 

• 
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TREASURY DEPARTMENT 
218 

INT&" 0~ COMioiUNICA'nON 

DATa Jill} 15 , 1941 

secretary Morgenthau 

There iS attached a list of memoranda and reporta 

prepared in the Division of Monetary Reaearch during 

April, .,ay, and J\lJ)e, 1941 • 

' l'Qil " , .. 
.. .J 

':: \ 
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l(eiiOranda Prepared 1n tho Div1aion of lllonotary Research 
during April, lllay and June, 1941 . 

219 

Jaoanest ~old llovements and Dollar Balances in the United states , 

1.;.11ary to March , 1941· 
A 

00
., equation for estimating silver production ln the United 

states · 

·~onetary Polley as it Affects Foreign Trade - Ch9JIIber of Commerce 
p&lllphle t . 

canadian Foreisn Exchange. Posi tlon. 

Sri t!sh cash Poai tion . 

S.3.C. Study of Bri t1ah Insurance Direct Investments. 

Special Repor ta to the Secretary from IJir. Kamarck . 

co=:ents on Navy Re port on Japan's Oil Situation . 

Conte~~~plated Control over Capital Markets. 

Br! t!sh re port on German aviation gasoline (attaching l e tter from 
l!r . ~arr 1S , ~ritish Embassy). 

~eoorondn on: Axis influence in Colombia, Guatemala, Scuador , 
Peru, Costa Rica, Panama, Honduras, and Bolivia. 

Co::m:ents on Dr. Lewis L. Lorwin's study of Ylar Finance . 

:be :iema.'l Invasion of Yugoslavia and Greece. 

!'ater!al prepared in connec tlon with Survey of Defense E.xpendl tures. 

J tl':liJI Explolta tion of Denmark . 

"•""an !:xploi tation of the Netherlands . 

:he !:cono:z~lc Situation in Belgl\IDI, 

Export Control - Shipments to Japan. 

Opinions of members of Economists National Cotlllllittee on llonetary 
?ol1cy , 

The Srltlsh Budget, 1~41-42 · 

!eonollllc Situation 1n Germany . 

i.•, A, Loveday's study or German war F inance. 

• 
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Division of Monetary 

Research 
- 2 -

•· tu · or secr etary ' s statement before House Committee on ways 
, .a re '&rdln~ new Taxes. o;:d yeans, o "' 

- crt on The Of fice of the Alien Pr operty Custodian. , ep 
;;ecent economi c developments in Germany. 

car.sd! lill Budge t , 1941-42 . 
Aha• raw ma t eri els will Oerm6IIy gain from the Balkans and what may 
she 

6
a!n fr om a conquest of the Medi terre.nean? 

:;!story or Chine4e Coin Collection received f r om Dr. H. H . Kung . 

:1censed exports of copper since April l. 

:;r! tish r e; uest for "relief" on outs tanding obll .>ati ons. 

"-' ?O t - !moort Bani< Conso lid ated Wheat a nd Cot ton Loan to China. 

Resue of negot i ations respecting r e lief with Sr i t ish . 

L!qu loa t 1on of Sri t i sh assets in this country. 

!iemlngwa;~ ' s and Bond 1 s comments on Chinese transportation . 

~ . s. Asso t a i n Continental Europe an Countrie s. 

jerman asse ts ava ilabl e t'or expenditur e in t he Uni t ed S t a t es . 

~rlt! sh Thread Companie s in the United S t ates . 

:.e•1se~ , stl:na tes of Sr i t i sh Gold and U. S . Dollar Requirements 
d'.lrtn.i 1941 . 

::,. An,;lo- ? ales tine Bani< . 

:'so StaLes on H. R. 4646 . 

!::>~orts In to ~ladaoascar and Reunion . 

llle "r ench request for dollars to finance imports into French 
'lor th Afri ca . 

Arbitrium, S .A. 

trade of t ne Ph ilippines with the French Ea st I ndies. 

u. S. Cc r~orate I nterests in Aus tria and Oennany. 

• 
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Ger:Ull• Austrian , and Czechoslovakian intereata 1n u. s. 
corpora t1onf . 

221. 

ln"s t 1gat1on or tbe poaaible effects on tbe securities JUrket ot 
tlll sales of securities under General Licenae llo. 4. • 
ownership and control of the Gel'lllan Gold 01acount Bank. 

Japa'lese Yen Holdings of Par8111ount Pictures, Inc. 

'lbe course of British prices since August 19~9 . 

v1nera1S 1n t he Balkans. 

u. s. Trade w1 th French Indo-China, 19~8-1940. 

?la.o for Tabulation of Property Reports. 

~. s . Treasurr Relations with Canada. 

1be proposal f or allowing the British to borrow privately on their 
direct investments. 

Stab111zat1on Fund. 

Proposed Que stions on Taxation for the Gallup Poll. 

Official s t a t ementa made before Congressional Oo01111i t tees w1 th 
respect to British payments 1n the United S tates . 

Ch inese Stabilization Agreement. 

o. s . Foreign Policy. 

fiaported Sales or British-owned Domestic Securities. 

lhe acqu1s1 tion or newly-lllined Dome a tic Silver. 

l new a11ver policy tor the Uni ted States . 

F.B. I. Data and Capital Movements . 

Critio1sm of Walter Lippmann • s A B C of war Finance • 

lhe Sales Tax ae a Measure to Preven t Inflation. 

konetary Gold Stock of the World. 

Capital l!cvements and Foreign Funda. 

lhe halt-cent piece. 

lhe 2t Cent piece. 

lhe proapecthe shortage· ot coin. 

~~~~----~--~ 
Regraded Unclassified
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Ill• N•• caledonian !11okal Ore. 

D1•1a1on ot Monet&rJ 
Reaearch 

currency control and the General. Free&1ng ot Foreign Funda. 

Revislon of Country Stud:yz Mexico. 

Probable economic effecta of a ceaaat1on ot TreaaurJ purchaaea ot 
rorell!" ail ver. 

Brltiab Purchaee ot CUban Sugar. 

rn•utcent of frozen t'unda 1n Government aeeur i tie a . 

sed•• of coanenta on the Sixt:y Economiata National C~ttee 
Report. 

Pll'1t7 fer the C&nad1an dollar. 

Sll6gest1ona on Controlling price rise a. 

;)Ovorncr Ecelea 1 letter to Coilgreaaman Patman - SUllllllilrJ and eo-ant. 

coaent on Thoma& o . Reid'& report on TFR-l~2a . 

Governor Ecelea • memorandum on new taxes. 

'lbe Federal Reserve Board •a co11111en ta on the bank holding company 
bill. 

Power to devalue the Dollar . 

Excess Profl ta Tax Baae . 

'l'reuury att1 tude toward aavinga depoa1ta 1n eo-ercl al. banka. 

l ct1on b)' OPACS. 

lgricul tural Pa,..en ta . 

Inquiry on lfone:r 1n Circula t1on. 

Reco:tmendatlon for a Labor and Prof1 ta Program. 

liotea on proposed TreaBUry Financing. 

Belgian Gold Roldinga. 

Gercany•a public debt. 

ihe exploitation ot aelg1ua under oe.-n occupation. 

• 
• 

Regraded Unclassified
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Research 

ih• Sigt~1fieance of Capltu Issues Control in the State-Directed 
; er:G&n economy . 

rnited Statu Aneta in Germany, Austria, Cz echoalovakis. 

'l'!le new no te ln Nazi-propaganda; Nazi Europe will pr0111ote world­
trade and relax her internal authoritarian economic controls 
.rter tho war . 

Digest of "Nazi Europe and World Trade" , by Cleona Lewis, Brookings 
JnsU tution • 

Ger:tan retaliation to our Freer.ing Order. 

1 preli.Jtinary inquiry into t he possible occurrence or speculation 
bJ Geraan a,;ents on the New York stock market. 

uh-inspired revolt i .n Iraq. 

!lle Bel ,;ian Ea>basay' s stat ement on their nati onal gold holdings, 

• 

'l'!leses for a general appraisal of Uni ted Statea foreign funds control , 

Germany engaging in economic relations with the United States. 

Poreign Aaseta in the United States of various countries, by 
types , Changes 1n Latin American Asaeta in the United States. 

:he Reemergence of w. v . Bigara and H. Kollmar as Agents for the 
Repatri ation of German Obligations , 

?rlllco-German Collaboration. 

!'inlllcial pointe from recent French consular repor ts . 

Eo• Cl\leh ;;ol d wlll the u.s. Treasury acquire in 1941! 

'l'lle Trend of Silver Imports, 

Cllladian Direct Investments in the United States. 

Brown and Will iamson Arrangemen ta similar to Subrogated Securities. 

Study of Ss.lea under General Licenu No. 4. 
Prel 1m1nary estimate or canadian I nvestments in Latin America . 

leekly reporta on military situation . 

CC~CC~r;enu on the April 11 sta tement of Sir Edward Peaeock on the 
Ownership of Lever Br others Co. , Boston. 

Powers of the Treasury over Shipping . 

Regraded Unclassified
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CO<Il'ents on the dltticultiea or selling direct 1nnatmenta .,_ 
col1lltered by the British. 

outline for pamphlet on economic wart are. 

Non-Reimbursement and the Defense Commiaaion. 

'lh• Defen8e Comm1aalon, Contracts and Government Protection. 

1h8 1Cor gan- Brlt1ah Demand Loan. 

past 111d Proposed setups for Certtrylng Non-Reimbursements . 

Treasur y Polley on Non- Reimbursement . 

'!lle Trea8urJ and Proposed Certif i cation Unit tor Non-Retmburse­
&.ent . 

status of Appl1ca tiona tor Certtricatea of Neceaai t:r a a or 
~arch 15, 1941· 

'!be Treasury and Amortization . 

Tronsaetlone 1n ~ percen t mark runding bonds by American corpora­
tiona. 

Br1t1 ah D1rec t Inveatmen ts . 

·'ftle Universal Corporation . 

United States Emplormen t Serv ice . 

Appl1cat 1ons for Certtricates of Non- Reimbursement submitted b;r 
Pratt and Whitney. 

Abstract of llacKenzle King's Speech of Jlarch 25 on Canada's War 
::!fort. 

Canadi an eatimatea or their gold and dollar balances. 

British Treasury eat1matea of gold and other assets. 

Br1t1ah-U.S. Dollar Requirements for Oil Imports . 

Brlt1ah Eat1ma tea or tbeir Gold and U. s . Dollar Requirements 
outside the Uni ted States and Canada. 

Valuation of l!Xproprlated Forei gn Oil Properties in llexico. 

Principal conclusions reached by l(r, B. Nit1ttne in an article 
8Ct1tlad 0 'lbe Ku.rd l!:le-nt 1n the Intemattonal Situation in the 
lllc14J.e Eaa t • . 

• 

Regraded Unclassified
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_ unat1on of discrepancy between our previous estimates of total 
~~ek assets in this country and the figure r eached from TFR-100 

reports . 
Ch ilean mul t ·iple exchange rates may be increasing t he price of • 
strategic materials t o the United Kingdom. 

Notes on the operation of the coffee agreement. 

;rttlsh exchange clearing in Central America. 

Trade waementa Commit tee consideration of a requea t for a 

1110
d!ficatlon of the Netherlands Trade Agreement. 

colod>la's use of dollar exchange to settle compensation accounts. 

srazlllan Decree Restricts Activ i tie a of Foreign Funds . 

Reconsideration of the proposal for a quar t erl y Inter-American 
Treasury Bulletin . 

Action of Trade Agreements Commit tee with reference to concession 
to Chlle on copper and to a supplementary agreement wi th Cuba. 

Treasur y consideration of International Commoeli ty Agreements . 

Aet~ President of Argen tina approving the stabilization credit 
by decree . 

~ther developments in Latin American dollar deposita ror account s 
ex-Hemisphere . 

Ar.,entine Trade Agreement. 

Uotes on Ecuador . 

British Payment for Latin American Produc ta. 

Should the Treasury ex tend a sta bilization Fund cr edl t to 
Venezuela? 

Proposed trade agreement with Peru . 

~emo on Latin American debt defaults prepared by the Coordinator's 
office. 

'l'l'hde Agreement Negotiations wi tb Argentina and uruguay • 

Inter- Amer i can Treaaur)' Bulletin. 

1'rsde Agreement wi tb Chile. 

Dlseuaaion with Foreign Funds con t r ol officials concerning 
procedure in obtaining Import-EXport infol'llla tlon. 

the 

Regraded Unclassified



226 

- 8 -

Oiviaion of Monetary 
Research 

• oposa.l f or a small statistical unit in Mew York to obtdn 
r:ro!S" trade i nforms tion for Foreign Funds Control . 

Inl tl&tion of trade agreement negotiations with the United 
Klngdolll , AUstralia , South Africa and New Zealand. 

Koxlco: St abilization Cred1 t and Silver Purchase Agreement . 

current activi t y of the Interdepartmental Committee on Inter­
....,erl ean Affairs. 

proposal f or r eorganization of the Foreign Bondholders • Protec­
the Counc il and other step s furthering the se ttlement of Latin 
.~::erlean debt defaults. ' 

u 0en u ne eredi ta. 

col~l&n appl i c ation for $1; million Expor t - Impor t Bank loan. 

u ,;entlne abolishing prior-permi t system. 

Cocents on Ill' . Collado 1 s memorandum of June 2 on t he problem of 
bloc~ed a terline; . 

P.aw<lns and Keynes on the proposed Briti sh Empire trade agreements. 

Considerat i on of a stabilization credi t to Colombia. 

Actions of Mex ican Country Committee of interest to the Treasury. 

Renewal of U. S .-Argen tine Stabilization Af5J'eement. 

Philippines Export Contr ol. 

Prelimi nar y memorandum on the war t ime control of t he capital market 
1n Japan . 

Results of the Prealdent 1 s message of November ;o, 1940, on 
tlnanelal a i d t o China. 

U. S. Trade w1 th French Indo- China, 19; 8- 40 . 

Kether lands Eas t Indies - Imports of S trate0i c and Critical 
co,.,.oc11t1es , Total and from u.s. 
Chinese Yuan Exchange Rates . 

lnc!o- Cb l na ~>oreign Funds: Rubber. 

?uer to Rico Land Problem. 

• 

Regraded Unclassified
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Research 

EJ<port• to Japan of commodities under Export Control. 

jold rrom Spanish Jewelry. 

,'l",y do AJ(is- <lominated Countries allow Remittances from the 
ttn!ted States to their Citizens? 

'1M Credit Requirements of Small Manufactur ing Corporations" , 
by Ch•r1es 1 .. Merwin, Jr . 

DOllar Amounts Deposited in Free Dollar Accounts . 

Tentative outline tor a study of the problems of Securities 1n 
•ore! >Jl Funds Control. 

SU¢, ested problems concerning business enterprises and Foreign 
;unds Control. 

~eport on 12, 597 TFR-1;2 Reports Reviewed tor March . 

Results of Tabulation of Stock Sales re:;>orted by "national.•" 
under Ctneral License No . 4 . 

International Money Tre.nsac tions . 

Letters subm1 tted by reportlng parties subsequent to the filing 
of TFR-100 Property Reports. 

"ree1ng of Accounts of " Nationals" previously blocked. 

Repor t on Statistical u s es of Form TFR-100 . 

Develo~ent of FPC S tatistics . 

"'orelgn l!oldlf16S of U. S . Property Subjec~ to PF'C Control. 

?locked Assets of Greek and of all o ther "nationals" . 

COIIl.T.Ont on memorand um alleging the necessl t,- of the continued 
ll•~ortntion of essential oils and natural a r omatics. 

Bulletin Presentation of Capital- Movement Sta tistics . 

Report of Foreign Property Control Department of the Federal 
Reserve Bank of New York . 

Re ort on Washi .ngton Operations of Foreign Funds Control. 

Repor t on transactions effected under Generel License no . 11 or 
lleensed under General Authorization No . 4o. 

• 

Regraded Unclassified
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~pinS cases compla ted: 

preoll tomatoes and cucumbers trom Cuba and Mexico. 

,~ntifrlo tlon bearings and parts from Swi her land. 

Children ' a wool awe a t ars from England. 

Medctn handicraft articles from llaxico. 

Linoleum and fal t-baee floor covering from the United Kingdom. 

stearic aci d from BelgiU!ll . 

cat mlll feed from Canada. 

();>tical .;lass from France . 

clar inets and parts from France. 

Ll<!)ltine; carbons from Germany. 

Reeds !'or mus i cal instruments from France . 

'Nindow cl eaner a from Japan, 

Complete equipment for a gear- grinding machine fee tory , from 
England. 

crude pe t roleum and petroleum products from Mexico. 

Pe ti tion for revocation of anti-dumping finding on glees frosting&. 

Pl;rwood f rom Japan. 

Ioven fabrics of wool from Japan. 

Raincoats from England. 

!l ectrlcol reproducer seta from canada. 

Casei n f lber from Italy. 

Yeas t-leavened bread from canada. 

Alllorphoua sraphi te from Japan. 

Correspondence: 

259 Letters r eplied to. 

• 
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£!!"rent reports in addition to tile above, 

»-ll:r report on tranaactiona in dcaestic • toclu ( c011p1led r r oa 

s.s.c. figures) · 

ftlid:r table: 
Account•. 

"Balance• and Banearked Gold Held ror Foreign 

weeklY t able "!let Capital .ad Gold Ko••en ta•. 
Materi al for monthly Tre&aurJ Bulletin. 

In addition to tile above, -tel'ial falling into tile following 
eattgorlea 1s &lao prepared: 

l . A l&l'ge nuaber or tables on various it .. a. 

2. Reports on conterencee 1n thlch tllla D1via1on 
participate a. 

3· Participation in preparation of aome or tile statements 
and speeches by tile Secretary. 

Regraded Unclassified
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JIIMOiliDIIM JOl .. • ILOfZ. 

1a nt llellft'7 of hno•l llall. 

hlT 11, lt4l, 

1 aa &la4 JO'Il an 111.-al• \o p\ • .... 4oflll1\o olotek oa U• of 

arrloal o! U.o JIONOu.l all, .t.o ,... a-, 1 u ,,...., for ot~l"' 

,..17tbl~&, u4 l lan alwqo boon~ that ..., espe4ltt., tla 4ol1Yorr of 

I boll, wt han aloo left a PJ1 wbloll _.. U t,..ulblo to, toll tile U• 

ot ani.,.l, 

1 ht.Yt talla4 wltb Wallar a \out tllio, u4 laYo tlln&bt 1\ OYOr ""'"lf, 

an4 1 'bolloYO tlat 70v.r •11 ollov.l4 'be ot~4 oa \be o.,..l.,. ..., oa 

thctrlo olocll:, ratber \laa a bu4 o\~, !Ia ..... oll f or \blo lt tla\ \be 

... olaap 111917 &lYoo tba uh, ao u ... v'beroat tbo olootrlo OM to 

alltobo4 to a cloak vbloll Ucla alo"' all t llo UM u4 ctno tbo uaot 

olalo at vbloll tbo l ottor to o~4 ta. • oao call cbup 1\ or llao 

to d,lut 11, vberoao ...,. .. O)IOraU"' a bu4 ,,.., baa to "' U oaob 

dq, u4 lboa vrtto ta \be u... fbu, tbero 1o •- for ornr or to 

,.,.., lo Jot """' u- of arr1Yal, vllioll -· lt uoltto. 

to pt u oltotrio ot~ oa tbo lottoro tboro art tbno )ltotlb111Uoo. 

OliO h to pv.t •• ta tba all ...,.., .t.o 1 toU 7n, tlla7 aro YtrJ UJIIUln , 

u4 lbo loorotarr aiekt •• tlliall: tt a JuUflobl o ·-••• to ·~ La or 

18 ltUoro a u, at tilt Mot, J.t . att)lbeao beo a ot~ u4 Wallar oov.l4 

lilt 1t, or oao of 7.,... Jlaooaapro cov.l4, wtoea tba lottoro - wpo\olro 

&1'011114 8t30. lo llaYo a ·~ ... otaoo lalbr 'briap tbo all apo\olro 

«root troa tba all ro ... , tt ooou to • thoro vov.lll roall7 'be ao looo 

ot llao t a 1\~S., 7.,... all loon, aa4 1s- tile hal•oo of tllio offloa 

• 
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hl;r 15, 1Nl. 

11 to baD41o u4 upe4Ho aatl , \bare i o alW&To oo- bore h aU•" 

to u, oa4 aoaoao wllo will p11i it tint u4 ao\ baadlo it ao oaa ot a 

.-'btr ot pnooi"C dutiu. IIJ' noo-Dd&Uoa voald be ( a) tba uo of 

ao tltot r 1o oloclr:, aU (11) tlw ,... of \bo oao Ia \lw Cornopellll.oaoe 

P1rit1oa . !bo11 poiate, of couree, are tor 70u $o 4.c14e , 

232 

Uao ot bnriab\7 \bo perooaal all tor wb1oll ;rou a ro loolr:lJII •-• 

b tho t i nt or ooccD4 80r1liac daUnrtu. Yallr:or co•• 40W11 tor \bo 

(trot ••• • ,.,, 20 pao\ e . ID tba all rDOII ba oono wllat bo boo ""' 

4tll .. r1"1 to 70111' office, aad t baa br1"1• enr;rtb1111 aplta1ro, 

01 coa.roo , t boro aro MDT bponaal all4 rub lo\wro Ia tbo ret\ of 

lbt • 11 vl>lcll bo a\ 0110a opou aDd ot upo for • to r....to, all4 oo• of 

tbttt .,, pt '""" lo 7ou Jaot aa qutolr:l7 ao pooolblo . l woul4 IJIIIIot, 

lhonforo , U•t 1t 7"" uo our U• olup, a lleoooJIC8r f •._ 70V otf1oa 

'bt bon al 26 pul 8 l O plclr: ap ;rov penoaal aU. Yallr:ar vou14 ban 

It na4;r, oono4 a114 o\...,.4, to tba\ u would. be doVllolalro b7 8130. 

(01 eovoo lbo Mil h ao\ alW&T• 4oUnre4 ozac\17 oa tbo dot, bolt tbl o 

It a oaf a Ha .ocbK'Gh \o uo.) 

.t.Ubolllh pracUcal\7 all 701U' 1oUon coa oa tbio uU, ooutiao, f 

upoc1a117 Jloa4a7o or at\ or a laoll'-7, tbare aro olboro tbo\ Yallr:ar bMJICO 

"Pat 8110 or \!115. I voal4 ._.,, tbal wboa bo br111C" \bo all Ia bore, 

I call tor a lleooeapr at oaee to co• ap if tbore are a44U ioaa1 loUoro 

for 7011. Or I ccu14 ooD4 080 of lbo tlle-rooa ctrlo oa a rub trip, •• 

I otto,. do w1U> olbar aU. 

• 
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_,..._ ter lin. a.. .. 

Dar'- ,..,. -~· ef U. • \Mre ... ftl7 tw, lt ~. :&.una 

tf thU ,,_ tor ,.... hr ..-nl tatonaU•, l w.U lUll w _.. 

• o~~eot ot •• Nl 4llr• !lion an una Mill la ''- - et ,..,. 

.., _ a •·•· , • ,... - u4 1 -u 1u. ,. _., aa w.. et Mw \loll 

It UdW, 11oa\ tor ,..,. -'· l\ la -.to •• - \a\ \loll ct .... • 

fair 1411 of \W - l\ -· -la. 
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