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SECRETARIES, UNDER SECRETARIES, AN.D ASSISTANT SECRETARIES
OF THE TREASURY DEPARTMENT FROM MARCH 4, 1933, TO NOVEM-
BER 15, 1949, AND THE PRESIDENTS UNDER WHOM THEY SERVED

Term of service

Served under—

Official
From— To— Secretary of the Treasury| President
Secretary of the Treasury

Mar. 4,1933 | Dec. 31,1933 | William H. Woodin, New York.. Roosevelt,
Jan. 1,1934 | July 22,1945 | Henry Morgenthau, Jr., New York_ R%vsevelt,
: ruman,

July 23,1945 | June 23,1946 | Fred M. Vinson, Kentucky Truman.

June 25,1946 |-_____._.__.... John W. 8nyder, Missouri. Truman.

Under Secretary
May 19,1933 | Nov. 16,1933 | Dean G. Acheson, Maryland.__.... Woodin. Roosevelt.
Nov. 17,1933 | Dec. 31,1933 | Henry Morgenthau, Jr., New York.| Woodin._ Roosevelt.
May 2,1934 | Feb. 15,1936 Thot]n;as {:;ierson' Coolidge, Mas- | Morgent Roosevelt.
sachusetts. :

Jan. 29,1937 | Sept. 15,1938 | Roswell Magill, New York... -| Morgenthau._ Roosevelt.
Nov. 1,1938 | Dec. 31,1939 | John W. Hanes, North Car Morgenthau_______. Roosevelt.
Jan. 18,1940 | Dee. 31,1945 { Daniel W. Bell, Illinois___... Morgenthau, Vinson.... Rglgsevelt.
ruman,

Mar. 4,1946 | Jan. 14,1947 | O. Max Gardner, North Carolina_.| Vinson, Snyder. . .| Truman.

Jan. 23,1947 | July 14,1048 | A. L. M. Wiggins, South Carolina.| Snyder:. Truman.

July 151948 | .. ... Edward H. Foley, Jr., New York._| Snyder.. Truman,

Assistant Secretaries ’

Apr. 18,1933 | Feb. 15,1936 | Lawrence W. Robert, Jr., Georgia..| Woodin, Morgenthau. __| Roosevelt.
June 6,1933 | Sept. 30,1939 | Stephen B. Gibbons, New York ‘Woodin, Morgenthau Roosevelt.
June 12,1933 | Dec. 12,1933 | Thomas Hewes, Connecticut. Woodin...... Roosevelt.
Dec. 1,1934 | Nov. 1,1937 | Josephine Roche, Colorado Morgentha Roosevelt.
Feb. 19,1036 | Feb. 28,1930 | Wayne C. Taylor, Illinois__ Morgenthau Roosevelt.
July 11,1038 | Oct. 31,1938 | John W. Hapes, North Caro: Morgenthau Roosevelt,
June 23,1939 | Dec. 2,1945 | Herbert E. Gaston, New York. Morgenthau, Vinson. ... Rglt‘)sevelt,
- ruman,
Jan. 18,1040 | Nov. 30,1944 | John L. Sullivan, New Hampshire.| Morgenthau .| Roosevelt,
Jan. 24,1945 | May 1,1946 | Harry D. White, Maryland_..._._. Morgenthau, Vinson. ... Rc,igrsevelt,
umsn,

Apr. 15,1946 | July 14,1948 | Edward H. Foley, Jr., New York..| Vinson, Snyder. .. Truman.

July 16,1948 John 8. Graham, North Carolina. .. Snyder.. Truman.

Feb. §,1949 |. William McChesney Martin, Jr., | Snyder. Truman.

New York.
Fiscal Assistant Secretary

Mar, 16,1945 | oo Edward F. Bartelt, Illinois_._____.. Morgenthau, Vinson, | Roosevelt,
Snyder. Truman,

1 For oﬂ‘]clals since 1789 see annual report for 1932, pp. xvii to xxi, and corresponding table in annual. report
for 1933.

XI
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SECRETARY
JOHN W. SNYDER

Edward H. Foley, Jr. oot Under Secretary of the Treasury.

John 8. Graham _______ Assistant Secretary of the Treasury.
William McC. Martin, Assistant Secretary of the Treasury.
Thomas J. Lynch___.__ General Counsel.

Edward F. Bartelt. Fiscal Assistant Secretary of the Treasury.
William W. Parsons. Administrative Assistant to the Secretary.
George C. Haas_. Director of the Technical Staff.

‘William J. Bray. Assistant to the Secretary.

James J. Saxon.._ Assistant to the Secretary.

A. L, M. Wiggins_. Assistant to the Secretary. R

Frank A. Southard, Special Assistant to the Secretary. N

OFFICE OF THE UNDER SECRETARY EDWARD H. FOLEY, Jr.*

Elmer T. Acken_ .. ..____..__.____.. .... Assistant to the Under Secretary.
James J. Maloney .. oo oooo oo Chief Coordinator, Treasury Enforcemeént Agencies.

OFFICE OF ASSISTANT SECRETARY JOHN S. GRAHAM*
Kennedy C. Watkins. oo _.oo.oo.. ‘. Executive Assistant to Assistant Secretary.
OFFICE OF ASSISTANT SECRETARY WILLIAM McC. MARTIN, Jr.*
George H. Willis____ .o ... Director, Office of International Finance.
OFFICE OF THE GENERAL COUNSEL THOMAS J. LYNCH

Norman O. Tietjens. ... Assistant General Counsel.
Elting Arnold._.._ Assistant General Counsel.
Philip Nichols, Jr. Assistant General Counsel,
John K. Carlock. Assistant General Counsel.
Vance N. Kirby. Tax Legislative Counsel.
Frederick C. Lusk. Assistant Tax Legislative Counsel.
John J, Boland. . Assistant Tax Legislative Counsel.

Assistant to the General Counsel.
George Bronz.. ... Special Assistant to the General Counsel.
Lawrence Linville_ Special Assistant to the General Counsel.
Kenneth 8. Harrison. Chief Counsel, U. 8. Coast, Guard.
John F. Anderson-. Chief Counsel, Office of the Comptroller of the Currency
Robert Chambers. . Chief Counsel, Bureau of Customs.
Charles Oliphant Chief Counsel, Bureau of Internal Revenue.
Elting Arnold__._. Chief Counsel, Office of International Finance.
Alfred L. Tennyson...... Chief Counsel, Bureau of Narcotics. -
Theodore W. Cunningham . _____.__________ Chief Counsel, Bureau of the Public Debt.

OFFICE OF THE FISCAL ASSISTANT SECRETARY EDWARD F. BARTELT*

William T. Heffelfinger_ ... ... ..coaooo.. Assistant to the Fiscal Assistant Secretary.

Edward D. Batchelder. Technical Assistant to the Fiscal Assistant Secretary.
Martin L. Moore. . Technical Assistant to the Fiscal Assistant Secretary.
Frank F. Dietrich. Technical Assistant to the Fiscal Assistant Secretary.
Gilbert L. Cake_ ..o . Head, Fiscal Service Operations and Methods Staff.

OFFICE OF ADMINISTRATIVE ASSISTANT TO THE SECRETARY
WILLIAM W. PARSONS

William L. Lynch_________________________. Assistant to the Administrative Assistant.
Willard L. Johnson Budget Officer.
George H. Jones. Assistant Budget Officer.
James H. Hard IL..._ - Director of Personnel,
James A. Jordan. Assistant Director of Personnel.
Paul McDonald..... . Director of Administrative Services.
Denzil A. Right__ Superintendent, Division of Treasury Buildings.
Edward E, Berney. . Chief, Division of Treasury Space Control.
Benry L. Merricks. ..o _ooooooo. Chief, Division of Office Services.

*See O}ganization chart,
XI11
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George C. HadS oo oo Director of the Technical Staff,
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ANNUAL REPORT ON THE FINANCES

TrEASURY DEPARTMENT,
Washington, D. C., February 6, 1950.

Sir: Ihave the honor to report to you on the finances of the Federal
Government for the fiscal year ended June 30, 1949.

During that year, and in the six months which have elapsed since
the close of the fiscal year, our Nation achieved a goal which many
had thought impossible at the end of the war. - That goal was a change-
over from an economy of shortages to an economy characterized by
ample supplies and competitive business activity, without serious
dislocations in industry and trade.

The importance of this achievement can. scarcely be over-empha-
sized. In our own country, it has furnished renewed evidence of the
solid foundations on which our economy is built. And in the friendly
nations of the world which look to us for leadership, it has been the
source of new faith in the ability of democratic nations everywhere
to resist aggression.

The Treasury’s fiscal policies—it is important to note—have played
a vital part in the smooth functioning of the Nation’s business and
financial system during the difficult postwar period of reconversion
and readjustment. The separate annual reports of the Treasury
Department. cannot give an adequate picture of policies and programs
extending over a period longer than a single year. At various times
in the past, therefore, the Treasury has included a longer-term review
in its annual report to the Congress. In view of the importance of
Treasury policies and operations in the postwar period, and because
of the considerable discussion which has taken place in recent months
regarding Government reorganization, the present time appears to
be particularly appropriate for again including such a review in the
Treasury’s annual report to the Congress. This review, entitled
“Summary Report of Treasury Activities June 25, 1946-October 31,
1949”, will be found immediately after this letter of transmittal.

Before going into either of these more detailed discussions, however,
I should like to summarize, first, the economic developments which
have affected the Nation’s finances during the past 18 months; and

1
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“second, our public debt position and important aspects of our foreign

financial policy during the fiscal year 1949.
. Recent EconoMmic DEVELOPMENTS

Many changes have taken place in our economy in the year and a
half which has elapsed since June 30, 1948. 1In the first half of the
fiscal year 1949—coinciding with the last six months of the calendar
year 1948—the Nation reached new heights of prosperity. Personal
and business incomes continued to expand during that period, and

. operations in most branches of industry, agriculture, and trade con-

tinued at a very high level. Nevertheless, certain essential supplies,
including some ‘of the basic materials needed in manufacturing, con-
tinued to fall short of demand. This situation had characterized our
economy throughout the postwar period. It was the result, in large
part, of restrictions on production for civilian purposes during the war
years, followed by a period in which industry was obliged to convert
its operations from a wartime to a peacetime basis.

Prior to the period of war and postwar shortages, the abundant
resources of our country, together with the skill shown by American
business in developing methods of mass production, had made the
American economy one of plenty, rather than scarcity. Before the
end of 1948, there was growing evidence that a return to normal con-
ditions of plentiful supply was not far off. . During the calendar year
1949, most shortages did in fact disappear.  In nearly all important
markets—primary, wholesale, and retail—the competition for goods
eased off as buyers became convinced that the supplies of things for
sale were no longer apt to run .out before new orders could be filled.

In the early months of the calendar year 1949, this situation was
viewed in many quarters as a signal for retrenchment. In the areas
where a shift from sellers’ markets to normal competitive markets
occurred, inventories were reduced and new orders to wholesalers and
manufacturers were cut back in line with expectations of a lower level
of sales. These developments, in turn, led to some slowing down in
the rate of factory output and to some reduction in employment,

As the year progressed, however, it became more and more evident
that the ultimate consumers of the Nation did not take a pessimistic
view of the economic outlook. The high volume of retail sales during
1949 was unmistakable evidence of people’s confidence in the eco-
nomic situation and in their own future. Month after month, the
consumers of the Nation showed practically no tendency to curtail
their buying. Before the end of the summer, continued high retail
sales led many businessmen to rebuild their depleted stocks in line



STATEMENT BY THE SECRETARY OF THE TREASURY 3

with the determination of the Nation’s consumers to keep on buying.
This reversal of trend had a stimulating effect on industrial output
after mid-summer. By the end of the calendar,year 1949, it was
generally agreed that business in the Nation as a whole had safely
gone through a readjustment to buyers’ markets and had resumed its
long-term economic progress.

The confidence which the people of this country have continued to
show in their economic future and in that of their Nation is significant
because it is based on a realistic appraisal of the elements of strength
in our present situation. During recent years, the economic environ-
ment in which people make their decisions on spending and saving
has changed radically. Most families today act in the knowledge that
incomes are less subject to fluctuation as a result of dislocations in
the economy than ever before. The strength of the Nation’s banking
and financial system, which has ministered successfully to the needs
of our economy during every phase of our return to normal peacetime
activity, is a further source of confidence. And, finally, the financial
policies of the United States Government, including the Treasury’s
‘debt management program, have been a bulwark of financial and
economic strength throughout the war and postwar periods.

The confidence of our citizens in the future has been strongly
supported also by the large volume of savings which people have con-
tinued to hold. Liquid assets of individuals in the form of cash, bank
deposits, savings bonds, and other readily available funds stand at the
record level of approximately $200 billion. This large backlog of
savings is evidence of the continued strong cash position of the Nation’s
families, despite the heavy outflow of expenditures for housing and
other durable consumer goods which has been going on throughout
the postwar period.

All in all, business records now available for the calendar year 1949
make it clear that the readjustments which took place last year in
various sectors of the economy were accomplished without affecting
adversely the rate of activity in the country as a whole. Certain
industries and localities, of course, felt the impact of the readjustments
more severely than others. New England, for example, with its heavy
output of textiles, machinery, and leather products, was one of those
most seriously affected. In most of these areas, however, the reversal
in the business trend during the latter half of the calendar year
led to an upturn in employment. Figures for the calendar year
1949 show that the broad measures of our national economic wel-
fare, such as incomes, employment, and retail trade, held close to
the high levels of 1948. According to current estimates, personal
incomes last year almost fully equaled incomes in 1948. Total
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employment in manufacturing, trade, agriculture and other civilian
occupations during the calendar year 1949 averaged less than 2 percent
below the previous year’s figure. And the volume of retail sales, when
adjusted for price changes, was actually greater during 1949 than in
the preceding year.

PusLic Desr

On June 30, 1949, the Federal debt amounted to $252.8 billion. In
a prosperous peacetime period such as the fiscal year 1949, our Federal
revenue system should yield enough funds to pay for current expendi-
tures and leave a surplus which could be applied to reducing the debt.
This is the position which I have consistently taken since becoming
Secretary of the Treasury in June 1946. In the fiscal year 1948, T was
able to report a budget surplus of $8.4 billion—the largest in the
history of the country—following a budget surplus in the previous
year of $.8 billion. In the fiscal year 1949, however, the Nation
incurred a budget deficit of $1.8 billion.

The major reason for the failure of Federal revenues to produce a
budget surplus in 1949 was the tax reduction bill which was passed
over the President’s veto by the 80th Congress in April 1948. This
bill resulted in a loss of revenue of approximately $5 billion annually.

The 1948 tax reduction was particularly untimely because of the
large outlays which have continued to be necessary for purposes of
national defense. While we are not now engaged in a war, we cannot
consider the present period a normal peacetime period. Over seventy
percent of the Government’s current expenditures, as the President
pointed out in his State of the Union Message on January 4, 1950, is
needed to pay the cost of past wars, to keep the Nation’s defenses
strong, and to further the cause of world peace. The fiscal recom-
mendations outlined by the President in the Budget Message which
was presented to the Congress on January 9, 1950, included proposals
for reduced expenditures and some increase in taxation which would—
in the words of the President—'‘. . . support the extraordinary
responsibilities of the Federal Government, both at home and abroad,
and at the same time meet our obligation to pursue a policy of finan-
cial prudence and restraint. Such a policy,” the President con-
tinued, “must be directed at producmg a surplus as soon as possible
under favorable economic condltlons
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While the trend of the debt is determined by the relationship estab-
lished by the Congress between Federal revenues and Federal expend-
itures, the Secretary of the Treasury is charged with the direct
responsibility for maintaining confidence in the credit of the United
States. This responsibility entails managing the public debt in
such a way as to promote the financial health of the Nation’s economy.

The Treasury’s primary objective in furthering this aim has been
the wide distribution of the debt among the individual citizens and
business concerns of the Nation. With a debt the size that ours is
now, representing more than one-half of all the debt of the country—
both public and private—the policy of widespread ownership of
Federal securities has resulted in large Government security hold-
ings on the part of all the major investor classes. '

At the end of the fiscal year 1949, financial corporations—commercial
banks, savings banks, and insurance companies—had from one-fourth
to one-half or more of their assets invested in Federal securities.
Nonfinancial corporations had more than 10 percent of their current
assets in this form. Individuals had Government security holdings
of $69 billion, accounting for approximately one-third of their total
liquid assets of about-$200 billion.

These figures make it clear that the Treasury s debt management
policies play a crucial role in the financial and economic life of the
entire country. In consequence, the Treasury has a definite respon-
sibility for planning its security issues with a view to the particular
investment needs of the various classes of Federal security holders.
This consideration, together with the broader objective of promoting
the financial well-being of the Nation’s economy, has governed the
Treasury’s course of action throughout the postwar period. Decisions
such as those relating to interest rates and to the marketability and
date of redemption of new Federal issues—as well as policies affecting
the market for outstanding obligations—have all been shaped with
the requirements of the Nation during a period of return to normal
peacetime activity constantly in mind. A comprehensive review of
the specific policies which the Treasury has pursued during the past
three years with respect to both Federal financing and the Govern-
ment securities market will be found -on pages 11 to 20 as a part of
the discussion of Treasury activities between June 25, 1946, and
October 31, 1949, referred to above.

Forzien FINANCIAL Poricy

Durmg the fiscal year 1949, the National Advisory Council- on
International Monetary and Fmancml Problems, of which the Secre-
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tary of the Treasury is Chairman, coordinated the foreign financial
operations of Federal agencies and advised the United States repre-
sentatives on the International Bank and the International Monetary
Fund on the principal financial problems relating to the policies and
operations of these institutions. The Council also considered the
financial agpects of the program outlined in Point IV of the President’s
Inaugural Address of January 20, 1949. This program had as its:
goal the promotion of economic growth in underdeveloped areas
through technical assistance from the United States, through the -
fostering of United States private investment, and, when appropriate,

through loans from international and United States -Government

agencies. Particular consideration was given to proposals for en-

couraging private investment in foreign countries. All of these

activities of the Council were in discharge of its statutory responsi-

bilities and obligations.

The first year of the European Recovery Program, for which the
Congress had provided approximately $5 billion, was completed in
April 1949. With American financial assistance to complement their .
own individual and cooperative efforts, the participating countries,
in general, achieved substantial gains in production. Many of them
‘also made appreciable progress toward the attainment of internal
‘financial stability. It was evident, however, that great difficulties
would still have to be overcome if the objectives of the program were
to be attained. To provide for the continuance of the program, the
Congress authorized a total of approximately $5.6 billion to cover the
needs of the April-June quarter of 1949 and the fiscal year 1950.

In the past fiscal year, the United States carried on a number of
foreign assistance programs other than the European Recovery
Program. From appropriations amounting to $2 billion which had
been voted in June 1948, provision was made for government and
relief in occupied areas, for economic and military assistance to China,
for military aid to Greece and Turkey, and for contributions to the
International Refugee Organization and to the International Chil-
dren’s Emergency Fund.

The International Bank for Reconstruction and Development made
a number of loans for productive projects in Brazil, Mexico, Belgium,
and the Netherlands. The International Monetary Fund continued
work on the monetary and exchange problems, the solution of which
is essential if we are to have a healthy and expanding world trade.
The Export-Import Bank extended credits for development purposes
to Israel, Canada, Finland, Liberia, and ten Latin American countries.

As in the case of the Treasury’s debt management policies and
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objectives, a review of the Treasury’s part in the N ation’s foreign
financial programs during the past three years Wlll be found at a later
point in this report (pages 24 to 34).

ORGANIZATIONAL IMPROVEMENTS

A review of the principal administrative advances which have taken
place in the Treasury Department during the past three years is
presented as a part of the longer-term review of Treasury policies and
programs, referred to above, beginning on page 35 of this report.

JouN W. SNYDER,
Secretary of the Treasury.

To THE SPEAKER OF THE HOUSE OF REPRESENTATIVES.
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‘ SUMMARY REPORT OF TREASURY ACTIVITIES JUNE 25, 1946—
' _ OCTOBER 31, 1949

As has been 1ndlcated in the letter transmlttmg this annual report
to the Congress, it seems appropriate~—in view of the important period
in the country’s affairs through which we have just passed, and
because of the considerable interest in. Government reorganization in.
recent months—to summarize at this time the activities of the Treas-
ury Department over a longer period of time than is generallv covered
in the separate annual reports.

When Secretary Snyder took office on June 25, 1946, the country
was confronted with momentous problems, both on the domestic
front and in the international area. Many of these problems had a
direct and determinative bearing on the conduct of Treasury affairs.
Because of the preeminent financial position of the United States
Government, the policies and operations of the Treasury Department
were significantly tied in with the solution of the country’s problems.

In the period from June 1946 through October 1949, the Nation
enjoyed a remarkable period of prosperity, with the highest levels of
production and employment in its peacetime history—despite the
magnitude of the problems which were encountered. - During the first
part of this period, strong inflationary pressures prevailed. More
recently, the country met and safely passed a period of inventory
readjustment, which completed the shift to normal competitive
markets. Now, the economy is on a more even keel than at any time
since the end of the war, with bright prospects for the future.

This report, accordingly, describes the major policy-determining
developments and the principal administrative advances which have
taken place in the Treasury Department since June 25, 1946. The
Secretary of -the Treasury has four principal responsibilities: (1).
management of the public debt; (2) tax policy; (3) international
finance; and (4) the administrative management of the various:bu-
reaus. The report is divided into four main sections which describe
developments in each of these four areas of responsibility.

MANAGEMENT or tE PusrLic DesT

In June 1946, the country had only started the tremendous task of
converting the economy from a wartime to a peacetime basis. Fed-
eral expenditures, which had raised the output of the country to the
highest levels on record during the war years, had been cut back -

‘ : : 11
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sharply as soon as the war ended. In the fiscal year 1945, expendi-
tures had been just under $100 billion, and had accounted for nearly
one-half of the gross national product; in the fiscal year ending June
30, 1946, they dropped to a little over $60 billion. This prompt cut
in the expenditures of the Federal Government after the close of the
war was necessary and desirable; but it left the Nation facing the
problem of replacing the production which had gone for war purposes
with civilian production as rapidly as possible. There were many
who felt that the reconversion could be achieved only after the coun-
try had experienced serious unemployment and severe economic
dislocation.

POSITION OF THE PUBLIC DEBT IN JUNE 1946

Not the least of the economic factors which were causing concern
was the size of the public debt. As can be seen from chart I, it had
increased more than fivefold during the war years. The size was
unprecedented, both in terms of the dollar amount involved and of
the debt’s relation to the economy of the country. The total public
debt outstanding in June 1946 amounted to $270 billion. It con~
stituted 60 percent of all outstanding debt, public and private, which
totaled $446 billion. At the end of 1939, before the United States
started its defense and war finance program, the total public debt

Dollars

Billions ) Oct 31,1949 . Y%of
¥ T.otal
June 30,1946 500 1
400 N
243__49%
% of
Total
. 209
200 -5 -
T7%--161 257._51%

o 2"7’-3!3 %

1940 -4 42 43 44 45 46 47 48 49

_ CuARrT 1.
NoTe—Private debt figures estimated subsequent to Dec. 31, 1948.
‘Includes State and local debt and Federal agency nonguaranteed debt.
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had stood at $48 bllhon—thls was only 23 percent of the entlre debt
of the country.

The public debt was widely held. The ownership of the debt on
June 30, 1946, is shown in chart II, in which the debt is classified by
type of holder. This broad ownership made.it possible for the debt
to play its part in the flexible fiscal policy which was necessary to
promote economic stability in the postwar period. The particular
composition of the debt was the result of conscious planning by the
Treasury as a part of its pollcy of fitting Government securities -to

HE FEDERAL DEBT JUNE 30, 194‘;_’ '

Dollars ~ $162 Billion _ $108 Billion
/ 4 \Fadem/
“ Reserve
200 /o -
\oommercm/
Other.,
N \32
Government
Investment Acc'ts N5
100|—
Mut'l Sav. 64\ +~>/ndividvals
Banks
1Y
o 25%2 =~ msurance Cos.
. Nonbank Investors Banks
Cuart II.

the needs of various types of investors. Practically all of the securi-
ties sold to.commercial banks, for example, have been short-term,
in order that bank portfolios would be kept highly liquid. This was
essential if banks were to be in a position to finance reconversion
needs. Business corporations likewise have been provided with short-
term securities for the temporary investment of their reserve funds.
Insurance companies and savings banks, on the other hand, held
longer-term securities—largely with maturities over 10 years. Sav-
ings bonds were, of course, the pnnc1pal type of Government securlty ’
held by individuals. .
At the same time that broad ownership of the debt contributed to
easing the problems of debt management it made good debt manage-
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ment particularly v1ta1 since every- segment of the economy was
affected. :

Total Government security holdmgs of individuals, mcludlng mar-
ketable as well as nonmarketable issues, amounted to $64 billion on
June 30, 1946—a significant change from the situation prior to the
war, when individuals owned only about $10 billion of Government
securities. Over $43 billion of the Government securities held by
individuals were in savings bonds. Other nonbank investors also
held large amounts of Government securities. Financial institutions
had a large proportion of their assets invested in the public debt
issues of the Federal Government. For mutual savings banks, it
amounted to $11} billion—about 64 percent of their total assets.
All msurance companies—life, casualty, fire, and marine—held
$25% billion of . Government securities. Life insurance companies
alone had holdings of $22 billion, which was over 46 percent of their
total assets. Federal agencies and trust funds, which are by law
required to invest their accumulated funds in Government securities,
held $29 billion. Other nonbank investors, which include business
corporations, State and local governments, and others, held $32
billion.

The commercial banking system held $108 billion of Government
securities. Commercial banks held $84}{ billion of the total. This
comprised 71 percent of their earning assets. The balance, $23%
billion, was held by the Federal Reserve Banks. ‘

THREE PRINCIPAL OBJECTIVES OF PUBLIC DEBT MANAGEMENT

It was obvious in June 1946 that the decisions made with respect
to a public debt which amounted to $270 billion, and which was
interwoven in the financial structure of the entire economy, would
significantly affect the economic and financial welfare of the country.
It was essential, under these circumstances, that debt management be
directed toward promoting and maintaining a stable and smoothly
functioning economy. In the nature of things, it was necessary that
‘the Federal Government exercise firm control of debt management as
long as the debt remained so large and so important. In the course of
formulating debt management policies, the Secretary of the Treasury
consulted with advisory committees representmg a cross section of
American business, for an exchange of views and information. These
consultations have been helpful in determining the soundest possible
debt management policies. In the final analysis, however, the
responsibility for these policies belongs to the Secretary of the Treasury
and cannot be delegated. 4

The Treasury s debt management program has had three prmmpal
ob]ectlves to maintain confidence in the credit of the United States
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Government, to reduce the amount of the debt, and to reduce bank
ownership of Federal securities and widen the distribution of the debt.

1. -To maintarin confidence in the credit of the United States Govern~-
ment.—The Secretary of the Treasury has.many responsibilities; but
his primary one is that of maintaining confidence in the credit-of the
United States.

It is for this reason that the malntenance of stablhty in the Govern-
ment bond market has been a continuing policy since the end of the
war. Stability in the Government bond market during the transition
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period has been of tremendous importance to the country It con-
tributed to the underlying strength of the country’s financial system
and eased reconversion, not only for the Government, but also for
industrial and business enterprises. This is in marked contrast to
the situation after the First World War, when the severe decline in
the: prices of Government: securities contributed to the business
collapse that occurred within two years after the war's end. Chart ITI
shows the price history of the Victory Loan 2}¢’s since they - were
offered in-the Victory Loan at the end of 1945, and- the price movements
of the 4th Liberty Loan 4%’s after World War I :

In maintaining stability in the Government bond market, it has
been necessary at times to take steps to prevent too sharp a rise in
Government -security prices; and, at other times, declining prices
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have been halted. Beginning in the spring of ‘1947, the Treasury
took action to control an incipient boom in the Government bond
market—by selling long-term bonds from some of the Government
investment accounts, by offering the Investment Series of bonds to
institutional investors, and by.increasing short-term interest rates.
All of these operations combined to take upward pressure off the
market. When conditions changed, and a downward pressure on
bond prices developed, the market was stabilized through purchases of
long-term bonds. All of these actions were taken with a view toward
promoting confidence in the Nation’s business and financial structure
"and maintaining a high level of employment and production in the
economy. ,

2. To reduce the amount of the debt.—In the statement which he made
when he took office in June 1946, Secretary Snyder said:

“ .. It is the responsibility of the Government to reduce its
expenditures in every possible way, to maintain adequate tax rates
during this transition period, and to achieve a balanced budget—or
better—for 1947.”

During the fiscal year 1947, the Federal Government operated with
a budget surplus amounting to $754 million. In the following fiscal
year, which ended on June 30, 1948, the Government again operated
with a budget surplus. It amounted to $8,419 million; and was the
largest surplus in the history of the United States Government, .

Starting in March 1946, the large cash balances that had remained
after the end of the Victory Loan were applied to the reduction of the
public debt. These balances were largely expended during 1946; and
subsequent debt reduction was effected through pay-offs from the
budget surpluses of the fiscal years 1947 and 1948. Chart IV shows
the course of this debt reduction. At its postwar peak on February 28,
1946, the public debt stood at $280 billion; in June 1949, it reached a
postwar low slightly under $251% billion.

Unfortunately, largely because of tax reductions enacted by the
Congress in 1948 over the President’s veto, there is no longer a budget
surplus. The fiscal year which ended on June 30, 1949, showed a
budget deficit of $1,811 million; and it is estimated that there will be a
budget deficit of $5.5 billion in the fiscal year 1950. As a result, by the
end of October 1949, the debt had risen $5% billion from the June
low; and stood at $257 billion.

President Truman and Secretary Snyder both have stressed the
importance of continuing debt reduction in years of prosperity such as
have been enjoyed since the end of the war. This was one of the
reasons why the President on three occasions vetoed measures reducing
taxes at a time when the economic conditions of the country permitted
continued retirement of the debt. =
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3. To reduce bank ownership of Federal securities and widen the
distribution of the debt.—Strong inflationary pressures existed during
most of the postwar period. In order that debt reduction would have
the greatest possible anti-inflationary effect under these circum-
stances, it was concentrated on debt held by the commercial banking
system. The concentration of debt reduction in bank holdings was
made possible because the Treasury’s policy of fitting the debt to the’
needs of investors had placed a large volume of short-term debt in the
hands of the banking system. The reduction in the public debt held
by the commercial banking system has been actually greater than the
- reduction in the total debt, as is indicated in chart V. :

The total public debt was reduced $2834 billion from its postwar
peak of $280 billion, reached on February 28, 1946, to the postwar
low of $2513 billion in. June 1949. During this same period, bank-
“held debt was reduced by approximately $34 billion. This came
about because the Treasury was able to increase the Government
security holdings of nonbank investors—shown on the lower half of
chart V. Funds from the sale of savings bonds and other nonmarket-
able issues to nonbank investors were available for the retirement of
maturing issues of bank-held debt, in addition to the budget surpluses
in the fiscal years 1947 and 1948.. By the end of October 1949, the
total amount of debt outstanding had risen to $257 billion—an increase

856455—50—3
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of $53% billion from the low point reached in June. During this

period, bank holdings increased approximately $2 billion, so that the

net, reduction in these holdings from February 1946 through October
1949 totaled $32 billion.

Because of the social and economic benefits of broad ownership of.
public' debt securities, maintenance of the widespread distribution
of the debt has been an essential part of the Treasury’s postwar
debt management policies. It has been one of the principal objec-
tives in the continued promotion of savings bond sales by the Sav-
ings Bonds Division. Broad ownership of the public debt is good

for the purchasers of Government securities and it is good for the

country.
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Another postwar objective of savings bond sales was to aid in com-
bating the strong inflationary pressures which existed in the economy
during a large part of the postwar period. The sale of savings bonds

" was a two-edged weapon against inflation. It took purchasing power
-directly out of the hands of consumers; and the funds obtained from

the sale of savings bonds were available for the retirement of bank-
held debt, thereby reducing the money supply to that extent. °

The promotion of the sale of savings bonds also has been continued
to encourage thrift. Thrift has played a vital part in the building
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of our Nation; and, today, it is as important to our well-being as it
has ever been in the past. _

The total amount of savings bonds outstanding at the end of October
1949 was more than $56% billion, an increase of over $7}4 billion
since June 1946. The success of the postwar savings bond program
is especially notable since it was generally expected that a flood of
savings bond redemptions would be one of the major debt management
problems as soon as the war ended.’

The sale of savings bonds has not, however, been at the expense of
other types of savings. Individuals increased their holdings of Series
E savings bonds by 9 percent from the end of 1945 through October
1949. But, in this same period, individuals increased their share-
holdings in savings and loan associations by over 60 percent; their life
insurance by 30 percent; their deposits in mutual savings banks by 25
percent; their savings accounts in commercial banks by 15 percent;
their checking accounts by about 10 percent; and their postal savings
accounts by about 10 percent. Of the various forms of liquid savings,
only currency holdings in the hands of individuals declined.

HANDLING THE DEBT IS A DAY-TO-DAY BUSINESS

Achievement of the three specific debt management objectives has
been attained through day-to-day handling of debt operations. _

There is, for example, the matter of refunding maturing issues. This
is one of the constantly recurring duties of the Treasury. There is a
Treasury bill maturity each week. There are frequent maturities of
certificates of indebtedness; and, in the past three years, there have been
several note and bond maturities each year. In addition, there are
savings bond and savings note maturities—and redemptions of these
issues before maturity. The volume of refunding carried through each
year has amounted to approximately $50 billion—in itself a task of
considerable magnitude. It exceeds the total of all security refunding
engaged in by all other borrowers in the country during the past
25 years. _

The interest cost of the debt to taxpayers must also be one of the
considerations in debt management policies. It is estimated that the
interest charge on the public debt during the fiscal year 1950 will be
$5.7 billion. This item represents over 13 percent of the Federal
budget for the year. The cost is likely to grow over a period of time—
in the absence of substantial debt reduction—because the rate of
interest on savings bonds increases as the bonds are held to maturity,
and because an increasingly large proportion of the debt represents the
accumulation of trust funds invested at an average rate which is

“higher than the present average interest rate on the total debt.
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A general rise in interest rates would bring about a further rise

in the budget charge for interest payments. An increase of as little as
1% of 1 percent in the avérage interest paid on the debt would add about
$1% billion to this charge. The Treasury was able to finance the last
war at an average borrowing cost of less than one-half the borrowing
cost of World War I. If this had not been done, the interest charge
at the present time would be approximately $11 billion, instead of
$5.7 billion. It is clearly evident that this $5 billion saving in the
taxpayers’ money is a highly important factor in the budget picture
of the Federal Government.
* The Treasury must at all times adapt its debt management policies
to changing economic conditions. The flexibility of Treasury policies
is illustrated, first of all, by the actions which were taken in maintain-
ing a stable Government bond market. It is also illustrated by move-
ments in the short-term interest rate area. Short-term rates were
permitted to rise beginning in mid-1947; when conditions changed,
they were held steady—from the fall of 1948 until the summer of 1949;
when conditions changed again, they were reduced starting in mid-
September of 1949.

Flexibility in adapting Treasury policies to changing economic con-
ditions has made it possible for Tressury activities to make a maximum
contribution to economic stability. During the postwar period, the
country has enjoyed a level of prosperity never before achieved in
peacetime. National income has reached the highest level on record,
and has remained near that level. Civilian employment likewise
‘attained the highest peak in our history during the postwar period;
and throughout 1949, there were nearly 60 million persons employed
at all times. There is no doubt that the successful management of
the public debt and the maintenance of a continued period of stability
in the Government bond market contributed materially to the eco-
nomic well-being of the country during this period.

Tax Poricy

Treasury - tax policy has been designed to promote economic
stability in the country, maintaining full production and employment.
The Treasury has continuously urged the necessity of maintaining
revenues at a high level during a prosperous period such as the country
has enjoyed since the end of the war, in order not only to balance the
budget and to finance necessarily large defense and international
expenditures, but also to provide a substantial surplus for retirement
of the debt. It was with these objectives in mind that the Treasury
opposed tax reduction legislation in 1947 and 1948, and has given full
support to the President’s tax increase proposals,
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TAX REDUCTION

In appearing before the House Committee on Ways and Means and
the Senate Committee on Finance in the spring of 1947—when H. R. 1
was under consideration—after expressing confidence in the economic
outlook for 1947, Secretary Snyder stated:

“Under the existing high national income, taxes at present levels
can be paid with less hardship and less effect on business than would
be possible under less favorable circumstances. High production was
achieved in 1946 with present tax rates. I believe that we can go
ahead in 1947 with the same general tax rates without any decrease in
production.” '

“ . . If we cut taxes too soon we shall probably find it 1mposs1ble
to reverse our action.”

H. R. 1 was subsequently passed by the Congress on June 3, 1947;
but the untimely tax reduction was postponed by the President’s
veto of the bill. A similar bill, H. R. 3950, which was passed on
July 13, 1947, also was vetoed.

The Treasury again strongly opposed tax reductlon proposalsin 1948,
and reiterated the need for sound fiscal policies to cope with mﬂatlon-
ary pressures and to reduce the public debt. Despite the opposition
of the Administration, the Revenue Act of 1948, which reduced tax
revenues by approximately $5 billion annually, was passed by the
Congress and enacted over the President’s veto.

In January 1949, President Truman proposed a $4 billion tax
increase to the Elghty-ﬁ_rst Congress. In his Budget Message, he
stated that:

“In a period of high prosperity it is not sound public policy for the
‘Government to operate at a deficit. A Government surplus at this
time is vitally important to provide-a margin for contingencies, to
permit reduction of the public debt, to provide an adequate base for
the future financing of our present commitments, and to reduce
inflationary pressures. R

The Treasury gave its unqualified support to this recommendation;
and, when the Secretary of the Treasury appeared before the Joint
Committee on the Economic Report in February 1949, he reasserted
the importance of having a substantial Federal budget surplus in
periods of prosperity to permit reduction in the public debt.

IMPROVEMENT IN THE TAX STRUCTURE

The Treasury also has taken the position that general tax reduction
should be a part of a general revision of the tax structure. Intensive
study has been given to ways of improving the tax structure, stressing
the accumulation of inequities and other defects which have gradually
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worked their way into the tax structure over a long period of years.

At the hearings in connection with the consideration of H. R. 1,
Secretary Snyder stated that: ‘

“, . . premature reduction of one tax, such as is proposed in
H. R. 1, might make later achievement of a comprehensive revision
of the tax system difficult or impossible.”

“Even if tax reduction were now appropriate, the method of reduc-
tion adopted in H. R. 1 would not be equitable. The bill would give
too little reduction to lower incomes and relatively too much to higher
incomes.” ‘

The ultimate goels of the Treasury in the tax field were set forth in
the statement which Secretary Snyder made on May 19, 1947, before
the House Ways and Means Committee, in connection with its hear-
ings on general tax revision. They included: (1) revenue adequacy;
(2) equitable treatment of different groups; (3) minimum interference
with incentives to work and invest; (4) maintenance of the broad con-
sumer markets essential for high-level production and employment;
(5) ease of administration and compliance; and (6) flexibility in re-
sponding to changing economic conditions, combined with struetural
stability to facilitate business and Government planning.

It was recognized that it was highly unlikely that the fiscal and
economic situation would permit enactment of all of the ultimately
desirable legislation at that time, but the need for advance planning
to lay a sound foundation for future legislation was urged.

In 1948, the Treasury took the view that many technical revisions
could be made to improve the tax system and its administration with-
out substantial revenue cost. Certain proposals were made to the
Chairman of the House Ways and Means Committee. A number of
these were incorporated in a bill which passed the House in 1948, but
was not considered by the Senate. Some of the proposals, relating
principally to increasing the administrative efficiency of the Bureau
of Internal Revenue, were resubmitted in 1949 and were enacted by
the Congress. However, most of the technical revisions required in
the tax system still remain to be enacted.

The Treasury also has supported legislation to repeal the tax on
oleomargarine, but this legislation has not yet been enacted. _
‘Detailed research studies on most of the major tax issues have been
prepared in the Treasury Department, and have been made available
to the Congress and the public. These studies are intended to ac-
quaint those concerned with taxation with the varied and difficult

considerations involved in revising the tax structure.
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SOCIAL SECURITY TAXATION

The Treasury Department has supported the extension of the social
security program and opposed restrictions in the coverage of the
program. It has given detailed attention to developing plans for
improvement in the techniques of payroll taxation. The Treasury
opposed thé legislation adopted by the Eightieth Congress, which
removed certain occupations from social security coverage.

INTERNATIONAL TAX MATTERS

In the field of international taxation, Treasury policy has been
directed toward promoting the Nation’s economic interests, while
furthering the broad aims of our foreign policy. The Treasury has
negotiated tax treaties with a number of countries with a view toward
minimizing international double taxation; and treaties with a number
of additional countries are in various stages of negotiation.

The Treasury has participated actively in United Nations’ fiscal
matters. The Fiscal Assistant Secretary of the Treasury is the
United States representative on the United Nations Fiscal Com-
mission, and helped to launch the Commission at its first session in
1948.

In connection with the Ninth International Conference of American
States held at Bogota in 1948, the Treasury prepared a document on
taxation which served as instructions for American representatives
at the conference. It outlined United States tax policy with respect
to income derived abroad, and presented a program for possible
revision. More recently, the Treasury has been actively engaged in
cooperation with the State Department in developing ways and means
of implementing the President’s Point IV program by removing tax
deterrents to foreign investments.

FEDERAL-STATE FISCAL COORDINATION :

The Treasury Department has assumed an active role in developing
machinery for the coordination of Federal, State, and local fiscal
policies and practices. It has worked toward the development of a
tax system which would eliminate conflicts, overlapping, and other
faults of present policies. This requires the cooperation not only of
the executive and legislative branches of the Federal Government, but
also of the States and localities.

In April 1949, Secretary Snyder met with representatives of State
and local governments and other Federal- officials for the purpose of
exploring some of the current intergovernmental fiscal problems,
The conference discussed several issues of mutual interest. The
Treasury agreed to take responsibility for developing, in coopgration
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with other Federal departments, concrete proposals to implement the
recommendations of the conference with reference to the problems
which it had considered. Arrangements were made for State and local
representatives. to be in consultation with the Treasury’s technical
tax staff on a continuing basis. ' :

Under this cooperative arrangement, recommendations are now
being worked out with respect to: (1) a program for payments in lieu
of taxes to State and local governments on federally owned real estate;
(2) the application of State and local taxes to persons and businesses
on Federal reservations; (3) methods for reducing tax administrative
duplication between the States and the Federal Government; and (4)
the coordmatlon of Federal-State-local excise taxes.

InTERNATIONAL FINANCE

In June 1946, the United States faced highly important transition
problems in the international financial field. During the war, it had
supported its Allies on a large scale through lend-lease arrangements;
it had provided civilian relief for liberated areas and for occupied
enemy areas; and it had imported large amounts of goods from friendly
powers in other parts of the world. All these operations provided the
means of paying for large amounts of dollar goods for foreign use.
Lend-lease disbursements alone were running at a level of $14 billion
per year in the latter part of the war. The termination of these war-
time financial operations set the stage for a most difficult problem of
international financial readjustment.

Prior to the war, chief reliance had been placed upon private capital
markets for foreign lending. While, in World War I, the United States
Government had financed Allied military operations in large part, and
had rendered some assistance to the reconstruction process, its activ-
ities in the immediate postwar period were relatively restricted. After
the Second World War, it became increasingly clear that, in the
situation prevailing, the Government would have to play a more
important role in the reconstruction and development of foreign
_ countries. Foreign financial policy thus became one of the major
responsibilities of the United States Government in a more direct
sense than ever before.

During the war, despite the demands of immediate wartime prob-
lems, efforts had been made to look forward to this postwar problem;
and the Conference at Bretton Woods in 1944 had resulted in an
agreement to set up two international financial institutions, the
International Monetary Fund and the International Bank for Recon-
struction and Development. The first annual meeting of the Boards
of Governors of each of these organizations was held in Washington
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in September-October 1946. The Secretary of the Treasury, as
United States Governor of the Fund and of the Bank, presided at
these meetings. The Export-Import Bank had received an increase
in its lending authority from $700 million to $3.5 billion to assist in
the postwar program, and beginning in the fiscal year 1946 made some
significant loans to our former Allies. The Anglo-American Financial
Agreement had been approved in 1945; and under this Agreement the
~ sum of $3,750 million was made available to assist the United Kingdom
through the postwar transition period. Thus, determined and serious
efforts were being made to deal with the problem of restoring a func-
tioning international financial system among the democratic countries.
A principal responsibility of the Secretary of the Treasury in the
international area has been to continue to coordinate and develop our
foreign financial policy in order to deal with a problem which has
proved more difficult than was anticipated, and which has been vastly
complicated by the widening political gulf between the East and West
with its inevitable world-wide economic repercussions.

SUMMARY OF THE PRINCIPAL RESPONSIBILITIES OF THE
SECRETARY OF THE TREASURY IN THE INTERNATIONAL FIELD

The Secretary of the Treasury, in various capacities, takes a leading
part in the shaping of our foreign financial policy. His functions
include: (a) coordination of United States foreign financial policy,
(b) direct administrative responsibilities, (c) financial advice to other
governmental agencies, and (d) maintaining relations with foreign
financial officials.

(a) Coordination of United States foreign ﬁnancml policy.—The
National Advisory Council on International Monetary and Financial
Problems was set up as a statutory body under the Bretton Woods
Agreements Actin 1945, and given the responsibility for coordinating
the various agencies dealing with problems in this field. In addition
to the Secretary of the Treasury as Chairman, the Council member-
ship at present includes the Secretary of State, the Secretary of Com-
merce, the Chairman of the Board of Governors of the Federal Reserve
System, the Chairman of the Board of Directors of the Export-Import
Bank, and the Administrator for Economic Cooperation. The Council
holds frequent meetings to review and to make decisions on matters
presented to it by the agencies directly responsible. The United
States representatives on the Executive Boards of the International
Monetary Fund and the International Bank regularly attend the meet-.
ings of the Council so as to be continuously informed of the Govern-
ment’s views on questions which may come before the policy boards
of the two international organizations, where they cast the United
States votes.
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(b) Direct administrative responsibilities.—The Secretary of the
Treasury has direct responsibility for conducting the operations of this
Government under the Gold Reserve Act of 1934. Throughout the past
three years, there have been numerous and varied demands for manip--
ulation of the dollar in terms of gold. While most of these have never
assumed serious proportions, they have required frequent attention
and have led the Secretary to explain to the public of this country and
to foreign countries the basic principles of our gold policy. Secretary .
Snyder has repeatedly affirmed his steadfast adherence to the principle.
of a stable value of the United States dollar in terms of gold at $35 per
ounce.

The foreign transactions in gold of the United States Government are
carried out through the United States Stabilization Fund.. This Fund
also is used for special bilateral stabilization agreements in cases
where the United States has a special concern in assisting in the
stabilization of exchange, as in the case of the present agreement
with Mexico.

The Secretary of the Treasury serves as the Unlted States Governor
on the Boards of Governors of the International Monetary Fund and
of the International Bank for Reconstruction and Development. The
Boards of Governors are vested with the final authority over the policies
of these institutions, subject to the limits imposed by the Articles of
Agreement - which have been ratified : by the govermnents of the
members.

The Secretary of the Treasury also has been given direct admlmq-
trative authority under the Anglo-American Financial Agreement,
which provided for the largest single loan extended by the United
States since the war. This Agreement provides for continuing consul-
tation with the United Kingdom and sets up certain objectives of in-
ternational monetary cooperation. . '

(c) Financial advice to other governmental agencies.—The Secretary
of the Treasury, as chief fiscal officer of the Government, advises the
President and other officials of the Government on international’
financial questions. For example, the Treasury has advised the State’
Department and what is now the Department of Defense with respect
to technical and operating problems in the former enemy areas of
Germany, Japan, and Austria. The range of financial problems con-:
fronted in Germany is illustrative. :

At the beginning, detailed arrangements had to be worked out for
a sharing of financial responsibilities among the occupying powers, for
the financing of the occupation costs to be levied upon the German
economy, and for governing the financial relationships bétween oc-
cupying personnel and the German population. In view of the scarcity’
of foreign-exchange resources to support the divided and truncated
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German economy, detailed exchange regulations had to be formulated
-and carefully administered. A new central bank had to be established
to perform the function of issuance of the currency and to serve as
fiscal agent. As the occupation proceeded, it became apparent that a
reform of the currency was required. As a result of this reform, in-
centives to private effort were restored, black markets were largely
:eliminated, and hampering controls over prices and distribution of
goods were reduced to & minimum. It was then possible to simplify
German exchange procedures. ‘ ' '

Unique financial problems arose in Berlin. When the Western
Allies reformed the currency in their zones of Germany, the Russians
took coordinate action in their zone. Since Berlin was a quadri-
partite city, special financial measures were required. Protracted
negotiations were conducted with the Russians, and extensive pro-
cedures were. carried on under the auspices of the United Nations in
an effort to resolve this problem. In addition, the peculiarly dis-
tressed position of Berlin, arising .chiefly out of the fact that it is no
longer the seat of government and that its population can no longer
be employed in governmental functions and has few other employ-
‘ment opportunities, has presented continuing financial difficulties of
the most complex nature. .

(d) Muaintaining relations with foreign financial officials.—In the
course of his duties, Secretary Snyder has maintained close contact
with the Finance Ministers and heads of central banks in many foreign
countries. This has involved several trips to Latin American and
Western European countries in order to obtain first-hand official
information on their foreign financial problems; and the occasions of
meeting the officials of the foreign governments in Washington have
been used to develop support for the financial and economic objectives
of this Government. In addition to the Secretary’s visits abroad and
his contacts through the annual meetings of the Boards of Governors
of the International Monetary Fund and the International Bank, the
Treasury Department is in constant touch with the Finance Min-
isters of other countries through our diplomatic missions abroad.
‘These contacts are made closer by the a%mgnment of Treasury repre-
sentatives to assist the United States missions in major centers on
financial matters.

In the course of a survey of Western European countries in July 1949,
-Secretary Snyder met with the British Chancellor of the Exchequer
and the Canadian Minister of Finance in London to initiate consulta-
tions between the three governments relative to fundamental financial
.ob]ectxves These conversations were continued in Washmgton early
'in September. A number of lines of inquiry were developed looking
toward mutual efforts to facilitate progress toward fundamental
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‘balance in the relationships of the dollar and sterling areas. These
lines of inquiry are being explored further through normal contacts
of the three governments,

At the same time, there is continuous study and consultation of
world exchange problems in the Board of the International Monetary
Fund. In the International Bank, the varied preblems associated
with development and reconstruction are under constant study and
review. The Treasury has given support to the development of these
institutions as international instruments for prometing cooperation
in these fields.

THE TREASURY AND MAJOR DEVELOPMENTS IN
INTERNATIONAL FINANCIAL POLICY, 1946—1949

In June 1946, the Government was terminating its wartime finan-
cial arrangements and assisting in the immediate relief problems left
by the conflict. This had involved the termination of lend-lease and
the settlement with Allied governments of mutual claims arising from
the war.  The United States had participated in the first relief pro-
gram under UNRRA, and attention was being focused on reconstruc-
tion and the restoration of international financial relationships,
assisted by credits from the United States Government. Special
relief programs were being administered by the Army for Germany,
Japan, and Korea. During the fiscal year 1947, the total assistance
extended by the United States amounted to about $6.2 billion, com-
pared with $5.5 billion in the fiscal year 1946, and $15.6 billion in the
fiscal year 1945. About $2 billion of the $6.2 billion of assistance
extended during the fiscal year 1947 took the form of grants, under
UNRRA programs or relief operations in occupied territory. To
supplement these grants, foreign countries drew upon credits from
the Export-Import Bank in the amount of more than $1 billion, and
very heavy drawings amounting to more than $2 billion were made
on the special loan extended to the United Kingdom. Surplus prop-
erty credits and other minor programs accounted for the remainder.

During this period, the National Advisory Council also was active
in the problems associated with the organization of the International
Monetary Fund and the International Bank for Reconstruction and
Development as functioning international organizations.

As the year 1947 progressed, however, it became increasingly
apparent that reconstruction and rehabilitation in foreign countries
would require more time and prove costlier than had been hoped
previously. The strain of adjustment was too great for many of the
countries which had suffered from the war, without an additional
breathing space. This was most clearly evident in the experience of
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the United Kingdom, which was forced to use the proceeds of the
Anglo-American Financial Agreement much more rapidly than
anticipated. It became necessary, therefore, to take some action
when the United Kingdom proposed to postpone steps toward the
restoration of sterling as a convertible currency. Since the Secretary
of the Treasury was charged by Congress with the responsibility for
carrying out the provisions of the Agreement, he conferred with
the heads of the British Government as to the measures which they
felt essential to conserve their dollar resources within the framework
of the Agreement.

The United States Government, in consultation with the European
countries, undertook the development of measures to deal with the
immediate crisis of the winter of 194748, as well as a re-examination
of the basic problems of postwar recovery.

The initial attack was made through an interim-aid program of
United States relief, and by measures designed to assist in the effective
use of available dollar resources. In this latter connection, the
Treasury assisted in expediting a division of the gold pool held by the
Tripartite Gold Commission among those countries having claims to
part of this pool, which was made up of gold seized from those coun-
tries by Germany. The Treasury also initiated the preparation of a
census of the blocked dollar assets of European countries. Informa-
tion from this census was supplied to governments receiving United
States aid to help them in mobilizing the dollar assets of their nations
as a means of assisting them in meeting their early dollar requirements.

In the meantime, the Marshall Plan for aiding Western Europe was
being developed. This plan recognized the need for stretching over
a four-year period the adjustments that the rest of the world had to
make to the postwar situation. Its preparation involved the close
cooperation of a number of agencies within the Government, and the
development of a more precise and more detailed statistical program
than had been attempted previously in connection with international
transactions. Discussions in the National Advisory Council resulted
in the development of the financial aspects of the program. For ex-
ample, the Council reviewed the appropriate relationship between
loans and grants in the program, and also reviewed the procedures
adopted in arriving at the amount of assistance required. Secretary
Snyder appeared before congressional committees early in 1948 to
present the views of the Council on these questions. v

International financial operations of the United States Government
in 1946-49 are shown in the material presented in charts VI, VII,
~and VIII and tables A and B; in addition, the dollar assistance
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UTILIZED, BY PROGRAM

Fiscal Years 1948-49

BILLIONS OF DOLLARS -

Fiscal Years 1946-47
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UNRRA

Lend Lease_________f

Kingdom Loan.|

United

-Import Bank_

Export

Civilian Supplies
(GARIOAT €)oo

Surplus i"roperty

- Credits_.___.

Miscellaneous.._....._[J§

European Recovery
Program...___....

“ United Nations Relief and Rehabilitotion Adminisiration.

¥ Government and Relief in Occupied Areas.

CHart VIIL.
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Caart VIII.

rendered to foreign countries by the International Fund and Bank is
shown in table C. The wide variety of operations in this field, and
the number of agencies which have been responsible from time to time
for United States expenditures, indicate the scope of the coordinating
responsibilities of the National Advisory Council.
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TaBLE A.—Summary of United States foreign grants and credits utilized, by program,
and investments in the International Bank and Monetary Fund, fiscal years
1944—49

[In millions of dollars]

Program

Total fiscal years
© 194749
6 months 1-1-49
to 6-30-49
6 months 7-1-48
to 12-31-48
6 months 1-1-48
to 6-30-48
6 months 7-1-47
to 12-31-47
6 months 1-1-47
to 6-30-47
6 months 7-1-46
to 12-31-46
Total fiscal years
194446
Fiscal year 1946
Fiscal year 1945
Fiscal year 1944

‘Total grants and credits util-
ized

5,462]15. 611(16, 704
3, 283(15, 27|16, 581
Lend-lease 1, 213(14, 34016, 420

ivili i 44| 684|132

Chlnese military assistance.
Chinese aid . . ...____......
QGreek-Turkish assistance. .
Philippine rehabilitation_ .
Korean aid
Refugee assistance._ ..
International _Children’s
Emergency Fund
Inter-American aid.. -
American Red Cross_.....

Credits..oooeouomvaooo

Special British loan 3,750 ceoo|oaee 300| 1,400| 1,450] 600 . .| cooo]eaeoofoanan-
Export-Import Bank—
loans and guaranties...._ 1,898 108| 107 322 276 553| 532] 685 558 57 70
European recovery. . - 854f 878| 476| oot
Surplus property. . - 867 26! 201 213 77 116 415  474] 474|. . ___f._____
nd-]ease:._.. - 240 2 2 16 30, 30 160 1,429| 1,009 277 53

Total paid to Fund and Bank.| 3,226

Paid to International Mone-
tary Fund... ... __..__.. 2,750] e
Paid to International Bank.... 476

*Less than $500 thousand. .

1 Estimated.

SoUrCE.—Clearing Office for Foreign Transactions, U. 8. Department of Commerce, International Sta
%stlcs Division, U, S. Treasury Department.

OTES,—

Lend-lease accounts for the bulk of aid rendered during the war and its effect is to bring total aid during
1944-46 to more than twice that of the next three-year period. Lend-lease went principally to Buropean
countries ana China.

Civilian supplies have been administered by the Army and Navy as aid to occupied areas, Germany,
Austria, Italy, Japan, Korea, and the Ryukyus.

UNRRA—the United States Government contribution to UNRRA totaled $2.7 billion out of a total
UNRRA program of $3.9 billion. UNRRA assistance went principally to European countries and China.

Interim aid—administered by the Department of State and the Economic Cooperation Administration
under the act of Dec. 17, 1947 (Public Law 389, 80th Cong.). Assistance was rendered to Austria, France, -
ana Italy principally durmg first half of 1948.

China—the stabilization grant of $260 million was administered by the Treasury Department under the
act oi Feb. 7, 1942 (Public Law 442, 77th Cong.). Military aid to China was administered by the Exec-

utive Office of the President and terminated in April 1949, Chinese aid consists of grants administered
by the Economic Cooperation Administration under the Economic Cooperation Program for China,

Greek-Turkish assistance under the act of May 22, 1947 (Public Law 75, 80th Coug.), was admin-
istered by the Department of State and included civilian as well as military axd .

thlzppme rehabilitation—$643.5 million has been authorized for:

(1) War damage compensation (private war damage claims).

(2) Transfer of excess army stocks,

(3) Restoration of public property and essential public services.
The total utilized through June 30, 1949, was $347 million.

Korean aid for economic rehabilitation administered by the Economie Cooperation Administration.

The European Recovery Program (Economic Cooperation Adminisiration) beginning in the first half of
1948 totaled, through June 1949, $3,425 million in grants and $854 million in credits.

Surplus property ncludes that aid rendered through the War Assets Administration, the Office of For-
eign Liquidation Commissioner, and the Maritime Commission.

Lend-lease credits have resulted from lend-lease settlements including some goods on inventory and bill-
ings for some shipments since VJ-day.

Other credits—those granted by Department of Agnculture, the Army, Reconst;rucuon Finance Cor-
poration, and Department of State.

The amounts of counterpart funds made available to and expended by Umted States disbursing officers
under the Chinese aid, the Korean aid, and European Recovery programs are included in the data for
each of these programs as grant aid utilized by foreign countries.

856455—50——4
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TaBLE B.—Summary of Uniied States foreign grants and credits utilized, by principal
adminisiering agencies, fiscal years 1944—49

(In millions of dollars)

- =) 2] o5 o~ ~ © — © 0 -
S % Ta | X R I S T | X 2|8 % g & g
25 LY |2 ZT (XTI (il |22 5 | 5 | &
Agency “2 |08 | 2% | 28| 2B | 28| 25 [ E&] 8 3 3]
—, |84 848 8884 |88 (€4 | =L | > > | »
28 182|583 5s| 835|532 /28| 8| 8|8
ot | g% 85|87 | 85|87 |g=|=8| 2| 2| 2
& © © © © © © 13 = [ =
Total grants and credits uti-
Yized . 17, 880| 3,380| 2,927| 2,655| 2,734] 3,353| 2,831/37, 777} 5,462(15, 611(16, 704
Grants.. .oo.oeoooooooooo. 9,080} 2,850{ 2,319( 1,797| 898| 1,093| 1,023:35, 140| 3, 282|15, 27716, 581
Economic Cooperation
Administration.._.._. 3,616| 2,123] 1,288] 205 .. |ocooo)ieeei oo eeeee
National Military Es- :
tablishment.._....... 2,925! 440| 628 714| 476 434 233] 1,560| 744 684 132
State Department : é?z 19
4] 83f_.._.
Lend-Lease. 14, 34016, 420
Treasury.. 263 20 | 143|._....
Other. . ... .. . 10 10

Treasury ,
Export-Import Bank— : ’

loansand guaranties_.| 1,898 108] 107| 322 276] 553| 532 685 558 57 70
Economic Cooperation

Administration....._. 854 378  476| .o feoo i mi e e e
Office of Foreign Liqui-

dation Commissioner,

War Assets, Mari-

time Commission. ... 867 26 20| 213 77| 116  415] 474) 47| . |..o..
Lend-Lease. - 240 2 2 16 30 30 160( 1,429( 1,009 277 53

201 16 3 7 53 111] 10t 49 49| ... et

SOURCE.—Clearing Office for Foreign Transactions, U. S. Department of Commerce; International
Statistics Division, U.'S. Treasury Department,

Notes.—

Economic Cooperation Administration—Includes the Europea,n Recovery Program, Chinese aid prograrn
and Korean ald program.

National Military Establishment—Includes the program of civilian supplies to.occupied areas and cou-
tributions for international refugee assistance.

State Department—The Post-UNRRA and Interim-aid programs are included under the State Depart-
ment in this table although the administration of these two programs was transferred from the State
Department to the Economic Cooperation Administration.

b UNR i t—Shown separately, although the United States appropriation was handled through the State
epartmen

Lend- Lease—Listed as a separate agency but by Executive orders in September 1943 became a part of
the Foreign Economic Administration; in September 1945 was transferred to the State Department; and
at the end of May 1946 the fiscal operations were transferred to the Treasury Department.

Treasury—Includes the Chinese stabilization program and the War Refugee Board.

Office of Foreign Liquidation Commissioner, War Assets Administration, and the Maritime Commission—In
addition to these agencies, $20 million administered by the Army is included.

Other credits—Includes the Reconstruction Finance Corporation, Department of Agriculture, Army, and
the Institute for Inter-American Affairs (State Department).

TasLe C.—International Monetary Fund and International Bank dollar assistance
to foreign countries, 1947—49

[In millions of dollars]

1949 1948 1947
Total
V04749 | 1149 to [ 7-1-48 to | 1-1-48 to | 7-1-47 to | 1-i-47 to
6-30-49 | 12-31-48 | 6-3048 | 12-31-47 | 6-30-47
Fund sales of dollars to member countriest.| 708.1 49.7 42.3 154.4 405.7 56.0
Bank dollar disbursements 2_.._._._........ 519.8 26.7 29.0 164.2 207.9 92.0
Total e 1,227.9 76. 4 71.3 318.6 613.6 148.0

1 United States quota $2,750 million, of which $687.5 million was paid in gold and $2,062.5 million in do]lars‘
2 Uuited States subscnptlon $3,176 million, of which $635 million was paid in dollars, The International
Bank sold $250 million of bonds in the United States.
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ADpMINISTRATIVE MANAGEMENT OF OPERATING BUREAUS

After Secretary Snyder had assumed office in June 1946 he adopted
a program of increasing the efficiency of the working operatlons of the
Treasury Department.

Management efficiency studies have been carried on within the
Department, and management surveys of several of the bureaus have
been made by private management engineering firms. In addition,
the Treasury has placed considerable emphasis on its cash-awards-
for-employees’-suggestions program and its Work simplification
program.

All of these efforts have been directed toward cut;tlng costs, lmprov-
ing efficiency, and rendering better public service. The latter is of
considerable importance in obtaining maximum compliance with the
laws which the Treasury is required to enforce. ‘ '

For the period covered by this report, the Treasury has made man-
agement savings totaling approximately $56 million. This money,
as indicated in the individual reports following, has been utilized to
meet increased work loads, to reduce requested amounts to be appro-
priated, to strengthen the enforcement functions of some of the .
bureaus, to cover administrative costs of installing' new procedures,
and to meet operating contingencies of the bureaus.

BUREAU OF. INTERNAL REVENUE

During the war the prime mission of the Bureau had been the
collection of taxes to finance the war. When Secretary Snyder as-
sumed office he was confronted with a tremendous organization which
had continued to use prewar methods to do a job which had increased
almost six times m size because of the war.

The problem was two-fold:

(1) Something had to be done to make the job of filing a tax
return simpler for the millions of people who had begun during the
war to pay taxes for the first time. Treasury forms had to be simpli-
fied and instructions to taxpayers clarified. .

(2) Mass operation techniques had to be adopted by the Bureau.
Before the war the Bureau had processed approximately 18 million
returns and forms each year; after the war it was processing over 100
million returns and forms each year. It was believed that by modern-
izing the organization and procedure the work could be done more
cheaply; and the money thus saved could be spent on front-line en- .
~ forcement work. More returns could be audited and checked, more
additional assessments could be entered on the books, and the tax
evaders of the war years could be caught and penalized.

Program of taxpayer assistance.—To make the job of the taxpayer
easier the Bureau of Internal Revenue undertook a broad program of
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taxpayer assistance. Its aim was to reduce to the maximum extent
possible the number of returns which were improperly or incompletely
executed, for such returns resulted in costly correspondence, back-
tracking by the Bureau, delays, and annoyance to the taxpayer who
sooner or later had to make corrective adjustments in his return.

The principal steps taken to make the taxpayer’s job easier were
these: '

(1) The Bureau simplified the more important return forms,
and introduced Form 1040A, which is used by almost all taxpayers
whose gross income is less than $5,000 and derived primarily from
salaries or wages subject to withholding.

(2) . The Bureau clarified the instructions which accompanied
return forms. These instructions informed the taxpayer not only
what he should report on the return, but what he had a legal right
to deduct or omit from it. This was a new approach, and it has
fostered cooperation and goodwill on the part of taxpayers.

(3) The Bureau completely rewrote the booklet “Your Federal
Income Tax” in order to make it a well-rounded statement of the
individual income tax laws and regulations in nontechnical language.
Formerly, taxpayers, lawyers, bankers, and others had to refer to
unofficial sources for simple explanations of these matters. About
265,000 copies of the revised booklet were sold in 1949, and it was
commented on very favorably by the public and the press.

(4) The Bureau combined the form on which employers are
required to report the social security insurance tax with the form
used by them in reporting their withholding tax, thereby reducing
the work for both the employers and the Bureau.

By these steps the Bureau made a real impact on the difficult
problems confronting the taxpayer. With the new, simpler forms
and the rewritten, easy-to-read instructions the taxpayer is able to
execute a more complete and correct return, and to understand better
his tax obligation to the Government.

Modernization of organization and procedures.—As the result of a
continuing, well-planned, and determined attack on inefficient operat-
ing procedures, obsolete office practices, and outdated theories of
administration, the Bureau has succeeded during the past three
fiscal years in saving a cumulative total of 4,571 man years, or $12.7
million on a recurring basis. During the fiscal year 1950 the Bureau
will save 2,695 man .years, or $8.1 million, inclusive of recurring
savings. These funds, totaling $20.8 million, have been used and
will be used to bolster field enforcement. During the four fiscal
years, 194750, the new enforcement agents made available through
these funds will have made additional tax assessments totaling about

v $450 million.
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Practically all of the savings have been effected by a continuing,
comprehensive, and aggressive search for more efficient and more
economical ways to perform and discharge major functions. These
savings have not been realized at the expense of service to taxpayers,
or of the Bureau’s audit and investigatory work.

The accomphshments in the Bureau fall into five main categories,
as follows:

(1) Mechanization of Collectors’ offices.—The processing of
nearly 200 million tax returns, information returns, reports, forms,
and other documents each year is.an operation that necessarily calls
for the use of mass accounting and recording techniques. The
Bureau has accordingly been conducting an energetic and systematic
campaign to mechanize as many as possible of the operations per-
formed in Collectors’ offices in connection with these returns, etc.
Included among the modern business machines which are either in
actual use or under test in various offices are tabulating equipment,
high-speed posters, electromatic typewriters, validators, bank proof
machines, microfilming apparatus, and envelope-stuffing machines.
Nearly all of these machines supplant operations formerly carried
on by hand or by less modern and slower equipment.

(2) General organization and systems improvement.—This pro-
gram has two purposes: first, to review the need for organizational
changes in all segments of the Bureau’s departmental and field struc-
ture; and second, to analyze and make necessary revisions in all
major operations of a type to which the mechanization program has
no direct application. Some of the more important accomplishments
effected under this program are: (a) consolidation of the wage tax
and excise tax work in Collectors’ offices, with a resultant saving in
personnel and handling costs; (b) beginning January 1, 1950, extension
of the depositary receipt system of collection to the withholding and
employment taxes, and later to the excise taxes; and (c) adoption of
pre-assembled accounting forms for use in many of the Collectors’
operations, resulting in savings of 25 percent in the costs connected
with such operations.

(38) Work simplification and cash awards programs.—These, in a
very real sense, are the individual employees’ own management im-
provement programs. They represent an effort to train employees in
the principles of work management and simplification so that they can
apply those principles in their own day-to-day work and thus become
active participants in the Bureau’s over-all improvement effort. To
date, the work simplification program has yielded 2, 080 improvements
which have been accepted and installed.

(4) Decentralization of routine work.—This program has for one
of its objectives the shifting to the field of routine work being per-
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formed in Washington. To the extent that the work requires the
same number of man hours in the field as it did in Washington, no
savings result except as to transportation costs and time. In a
number of instances, however, it has been found that, once the work
is split up into small segments, the field offices are able to absorb
their share without additional personnel. In other instances, some
duplication of effort was eliminated so that substantial net savings
accrue from the shift. In still other cases, the shifts have had the
effect of reducing time lags which, while not involving measurable
expense, are certain to be costly in the long run either to the Govern-
ment, to the taxpayer, or to both. :
Typical of some of the improvements were the following:

(a) The survey, classification, and retention of all individual
income tax returns are now the responsibility of field offices. The
survey and classification work in connection with approximately
234 million of these returns was formerly carried on in Washington.

(b) Practically all excise tax returns, numbering over 6 million
per year, are now retained in Collectors’ offices where, as a part of the
Collectors’ listing process, they receive an examination for correctness,
which was formerly carried on in Washington.

(¢) Responsibility for the adjustment of approximately 200,000
claims for refund of employment taxes on wages in excess of $3,000
‘per year is also being transferred out of Washington to Collectors
offices.

(5) Audit control program. —The results of this program will
" not be apparent for at least another year, but it has potentialities for
effecting substantial economies and better allocation of effort in the
performance of the enforcement phases of the Bureau’s work. The
program, which is based on recognized sampling techniques, is designed
to bring to light the most aggravated areas of noncompliance with the
income tax laws, so the Bureau will be in a better position to deploy
‘more effectively and more economically its audit and-investigatory
efforts. Also, this program should aid matenally in raising the stand-
ards of voluntary comphance by taxpayers

‘BUREAU OF CUSTOMS

During the war the program of the Bureau of Customs was directed
toward enforcing laws and procedures related to exports, censorship,
and other security measures. There was little opportunity to keep
pace with new. methods and techniques.  After the war it became neces-
sary to analyze the program and procedures to meet efﬁmently the
continually changing postwar needs.

. In addition to.internal measures taken by the Bureau of Customs
and the Treasury Department, Secretary Snyder in the spring of 1947,
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asked Congress for authority to use $100,000 of the Customs appro-
priation to have a private management engineering firm survey the
operations of the entire Bureau. Authority was granted, and this
survey, completed in January 1948, was made the nucleus of a Customs
management improvement program. This program has gained
impetus as it has.progressed. Private industry, foreign government
representatives, and other Government agencies have been consulted
with regard to improvements in Customs matters.

The “Steering Committee” directing this effort is composed of
Customs headquarters and field officials and other Treasury officials.
By bringing their experience to bear on Customs matters, it has been
possible to secure a broader frame of reference for the resolution of
Customs postwar problems. :

Increase in work load.—Complicating this management improve-
ment program was the fact that the work load was not static and
that energy had to be directed to resolving current crises. Impor-
tant work load components increased sharply between the fiscal years
1947 and 1949. The number of entries, for example, had risen from
3.4 million to 3.9 million, an increase of 14 percent. Samples tested
by laboratories had risen 21 percent, invoices processed, 19 percent.
Tabulations revealed that an over-all average increase of major work
load items approximated 10 to 15 percent.

Direction and scope of program.—The management improvement
program has been directed into five major areas: (1) trade agree-
ment activities; (2) aids to trade; (3) procedure simplification; (4)
public educational aid; and (5) other management control measures.

So successful has the program been that even though the work
load has increased about 10 percent since 1947, Customs employment
has been reduced by about a similar percentage during this period.

The “savings” under the program include not only savings of cash
but savings of manpower which was transferred elsewhere in the Bu- -
reau to meet the increased work load. Savings are projected from
year to year during the period considered to reflect the cash outlay
which would have been required to operate the Customs program if
these improvements had not been made. The summary figures which
follow, as well as the detailed data, are on this basis.

In the fiscal year 1948 the Bureau program saved a total of
$472,500. By 1949 the program had gained additional impetus,
and savings totaled $1.1 million. In 1950 the Bureau will record
estimated management savings of $1.6 million. The three-year total
for the program will be approximately $3.2 million.

In addition to handling more work at reduced manpower expendi-
ture, service to the public has been improved, with a resulting im-
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provement in public relations. The major areas of accomplishment
are discussed in the following paragraphs.

(1) Trade agreement activities.—Customs participated in the
Havana and other trade agreement conferences. Together with other
Government agencies, studies have been made of the commitments
entered into under the International Trade Organization, should we
accept membership, and under the General Agreement on Tariffs and
Trade. Procedural studies have been made to determine the admin-
istrative or legislative action needed to live up to these commitments.
Legislation, where indicated, has been drafted. In addition, the prep-
aration of the various trade agreement schedules by Customs has
been a substantial accomplishment,.

(2) Aids to trade.—Not only has the Bureau of Customs partlcl-
pated in the work incident to and resulting from the Havana and
other trade agreement conferences, but has participated in discussions
with the representatives of other governments, including the recent
Tripartite talks, with a view to simplifying Customs procedures.

Originating in the management improvement program were 27
recommendations which would simplify export and import require-
ments. These covered the entry, inspection, classification, appraise-
ment, sampling, and testing of merchandise; the entry and clearance
of vessels and aircraft, etc.

(3) Procedure simplification.—Because the significant items of
the Customs work load are rising and because present and prospective
budgetary limitations do not provide for adequate staffing at present
import levels, procedure simplification has been imperative. Included
in the improvements made are the following:

(a) The formulation and use of scientific control weighing and
testing procedures.—Scientific control weighing methods have been
applied to the three principal revenue-producing commodities handled
by Customs, namely, sugar, wool, and tobacco. While the studies
are not complete, these methods have resulted in large manpower
savings and more expeditious handling of these commodities. More-
over, industry is being better served.

(b) Joint Customs-Immigration preliminary questioning of
pedestrian and vehicular traffic at land border ports.—This program,
providing that a single Government official ask both Customs and
Immigration questions of the traveling public, has been successfully
installed along the Canadian border with savings to both the Customs
and Immigration Services, as well as improved service to the public.
The system is being expanded to include the Mexican border. Cus-
toms savings during the fiscal year 1950 alone will total about $137,000.
Smaller savings were recorded in 1949 when the program began.
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(¢) Work simplification.—This program, which depends on the
knowledge of the employees of the Bureau, has been increasingly
successful. The program got under way during the fiscal year 1949,
when savings of $108,100 were reported, and will continue through
the fiscal year 1950 and subsequent years. Savings for 1950 are
estimated at $325,000.

(4) Public educational aids.—Customs is meeting the problem of
creating better public relations by providing Customs information
to the traveling and importing pubiic. A “Customs Hints” folder,
in simple, direct language and complete with illustrations, has been
prepared to assist the traveler. In cooperation with other Govern-
ment agencies, Customs has prepared a brochure for prospective
importers and exporters. In addition, Customs has invited the
public to visit its local offices to present and discuss their problems.
Continuing emphasis is being given to this phase of the program and
press releases are issued whien a subject is of interest to the public.

(5) Other management control measures.—In this area, im-
provements have been made in three principal categories:

(a) Enforcement methods.—Since the end of the war Customs
has re-evaluated its enforcement techniques and has eliminated its
traditional ‘border patrols.” Outmoded enforcement techniques
have been replaced by investigation and increased purchase of informa-
tion. The elimination of the Southwest border patrol alone resulted
in savings of $358,700 in 1949 future years will show recurring
$438,700 savings.

In addition, the method of port patrol has been changed. Radio

" patrol cars now cover almost the same areas as did the traditional

- foot patrol; before its reduction in size. Resultant savings amounted

to $472,500 in the fiscal year 1948, $530,300 in 1949, and $530,300
estimated for 1950 and subsequent years.

(b) Delegation of authority.—Other significant management con-
trol measures which have been instituted are as follows: appropriate
authority has been delegated to the man with the job; personnel

“activities have been decentralized to local field offices; fiscal and
budgetary responsibilities have been delegated to the field; and au-
thority to make many technical operating decisions has been given to
district operating officials.

(¢) Improved service functions.—Central service functions, such
as payroll and accounting matters, have been centralized in field
cities so that a single office performs these functions for all Customs
installations in that city. This results in higher-grade work and better
control. Other organizational changes are being studied, including
consolidation of the mail division. functions under a single office in
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field cities, which should vesult in more efficient service at, some re-
duction in cost. Moreover, under the joint General Accounting
Office-Treasury-Bureau of the Budget accounting program, a
systematic review is being made of all the accounting and auditing
procedures, with a view to streamlining these operations and provid-
ing for the elimination of any overlapping or duplication which may
be found to exist.

Many of the changes discussed here will require legislation if they
are to have their full ¢ffect. Administrative changes are being made
as rapidly as possible, and the total estimated savings thus far at-
tained indicate the success of the measures so far undertaken.

BUREAU OF ENGRAVING AND PRINTING

The Bureau of Engraving and Printing is not a *“bureau” in the
ordinary sense. Itisan industrial or manufacturing plant that designs,
engraves, and prints currency, bonds, notes, bills, certificates, revenue
and postage stamps, Government checks, postal savings certificates,
warrants, and many other kinds of documents and forms.

In 1949, for example, the Bureau delivered 746 million sheets
of finished work. This total included 510 million sheets of postage,
revenue, and other stamps with a face value of $42.4 billion, 140
million sheets of currency aggregating $6.5 billion in face value, and
77 million bonds, notes; bills, etc., with a face value of $185.9 billion.

During the war the Bureau of Engraving and Printing, like other
Treasury bureaus, had to meet demands as best it could. Economy
and efficiency were of necessity secondary to the problem of getting
“the job done. War had brought many new technical developments but
few of them had been adapted to theEngraving and Printing Bureau,
for the Bureau had been unable to employ technical personnel to
carry on research and experimental work. In 1946 the Bureau was
authorized to undertake an immediate modernization program, which
to date has effected savings of $11.8 million as a result of new and
improved means in handling its work.

Modernization in the postwar period.—The postwar period brought
heavy demands for new currency. The decision to keep paper currency
in circulation for longer periods before replacing it with new money
was helpful for a time, but eventually production had to be increased.
New presses were needed. The Treasury learned that 20 new flat-bed
printing presses equipped with automatic polishers and semiauto-
matic feeder boards had been built for the Soviet Union, but our
Government had withheld the presses. The Treasury bought these
presses for $250,000.

Subsequently, contracts were awarded for the manufacture of
automatic polishers and semiautomatic feeder boards to equip 150
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of the old presses in the Bureau. Itis calculated that these modernized
presses will make it possible not only to increase currency production
by approximately 30 percent, but will save about $1.2 million each
year. 4

Foreign currency production.—OQutstanding projects performed for
other agencies included the production of Siamese currency for the
Government of Siam; Korean currency and military certificates of
four separate issues ordered by the Department of the Army; Cuban
currency ordered by the Cuban Government through the State
Department; and Philippine currency and postage stamps produced
for the Government of the Philippines. It was necessary to secure
the services of a commercial firm to assist in the offset printing of the
Siamese and Korean currencies and the military certificates.

One of the most interesting and important projects brought to a
successful conclusion by the Bureau was the production of a special
currency for use in the Western Zone of Germany. As Bureau facilities
were taxed to capacity, it was necessary to use the offset process of
printing and to negotiate for the production of the currency through
commercial facilities. The use of the offset process of printing in the
initial phase of production made it possible to meet the deadlines.
During the three years that special currencies were produced, the
offset process saved the Government almost $8.3 million.

Postal issues.—Since July 1946 the Bureau has produced 59 new
postal issues for the Postal Office Department. The heaviest work
load in the Bureau history occurred during the calendar year 1948
when there were 29 new stamps, the majority of which were issued to
comply with special congressional legislation. This accelerated
program made it necessary to produce a new stamp issue every nine
days, instead of the usual sixty to ninety days. All of the new issues
required preparation of designs, engraving of dies, making of plates,
printing and processing of sheets, and shipping of finished stamps to
post offices throughout the United States. In many instances
overtime work was necessary to supply sufficient quantities of stamps
to the various post offices in time for the designated issue dates. ’

Experimental work.—The Bureau has carried on an almost endless
number of experimental and research projects. As a result of this
- 'work the Bureau has pioneered in the production of a special type of
printing ink to be used with the new rotary press now being developed
to print postage stamps. The higher speed of this press requires an
ink which dries faster than the conventional types.

One of the Bureau’s persistent problems has been to lengthen the
life of paper currency. If the period of its use can be extended, the
cost for printing money can be reduced. The Bureau and the manu-
facturer of the Bureau’s currency paper have been working together
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to produce new internal sizing agents. These new sizing agents are
being used experimentally to see if they will improve the physwal
properties of currency paper.

The Bureau is now working on the design and construction of new
equipment to replace worn-out or obsolete equipment used in printing
of currency, bonds, and stamps. Safety, improved quality, decreased
costs, and the conservation of raw materials are important factors in
new designs. Experiments conducted after modifications of existing
equipment are serving as a guide for the design of a new press which is
now under contract. This press will be adaptable for multicolor
printing of postage stamps.

BUREAU OF THE MINT
Wartime developments.—During the war the Mint Service was con-
- fronted with enormous problems of work load which stemmed from
two sources. First, domestic coin production had to be increased
until in 1945 more than three times as many coins were delivered to
the public than were required in the prewar years. Secondly, foreign
coin production for the Allied countries and their overseas possessions
devolved upon the Bureau of the Mint when the mints of these coun-
tries were put out of operation by enemy action., For a number of
years the mints operated twenty-four hours a day, seven days a week.
As a result of these sustained operations, much of the mints’ equipment
suffered severely. Moreover, in its all-out effort to meet tremendous
war production schedules, the Bureau was forced to neglect in many
respects ifs personnel problems, safety and industrial hygiene, and
working relations with employees’ unions.

Upon assuming office, Secretary Snyder directed that a complete
review be made of all the operating procedures of the Mint Service.
New, modern equipment would soon be available, and the Bureau
should stand ready to take advantage of it as it came on the market.

In September 1946, therefore, a conference of officials representing
the entire Mint Service was held in Washington, D. C. The purpose
of this conference was to obtain a direct exchange of ideas between
the technicians actually in charge of the manufacturing processes in
the individual field plants. During this conference every technical
manufacturing process of each plant was scrutinized and extensively
discussed along with ideas for improvements; and new or improved
types of equipment were surveyed. More than 100 operating prob-
lems, ranging from the pouring of ingots to the shipment of the com-
pleted coin, were considered by the assembled officials. The dis-
cussions which were held at this conference were recorded and subse-
quently compiled into a written transcript which, in effect, constituted
a textbook on modernization for the Mint Service.
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Moreover, the officials who had attended the conference personally
visited outside manufacturing concerns which had metal working
activities in any way similar to the mint processes. Technical experts
from private industry were induced, as a result of these visits, to lend
their assistance in solving the problems which the war had left.

Working relations with employee unions had to be re-examined in
the light of postwar developments. The Bureau of the Mint estab-
lished a policy of conducting annual wage surveys in each of the five
mint areas employing per diem workers in order to adjust their rates
of pay to a level comparable to that for similar work in private
industry. Definite procedures were established for resolving union and
employee grievances.

Management savings.—The Mint Service has shown estimated
savings totaling $1.2 million for the fiscal years 1947-49. Additional
savings for 1950 are estimated at $300,000, making tptal savings of
$1.5 million in the four years.

Some of the major operating improvements in the Mint Service
are described in the following paragraphs:

(1) The development- of a water-cooled mold. The Mint in
Philadelphia formerly cast silver ingots by pouring into individual
molds by hand, which made it necessary for the workers to handle
hot molds and hot ingots.. The new water-cooled mold, developed for
mechanically casting silver ingots, eliminates the handling of the
mold and ingot.

(2) The development of the universal silver ingot. Formerly the
mints had to cast separate ingots for ten-cent, twenty-five cent, and
fifty-cent pieces. There has now been developed a universal silver
ingot which can be used for all of the silver coins.

(3) Reduction in the number of passes of ingots through rolling
mills. New rolling room equipment has reduced the number of passes
of ingots through the mills.

Other improvements include increased speed of cutting presses,
the installation and adaptation of new annealing equipment, im-
provement of milling machines, and a change of reviewing procedures.

FISCAL SERVICE

During World War II, the work in the Fiscal Service increased at
a tremendous rate. Serious problems had arisen because of the
magnitude of centralized operations. In 1946 the Fiscal Service,
therefore, increased the tempo of its decéntralization program.
Many of the most important economies realized during the sub-
sequent years resulted from this program.
_ Three other means used to economize in the Fiscal Service during
* the postwar period were the elimination of overlapping and dupli-
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cation between the bureaus of the Fiscal Service, the mechanization
and improvement of basic procedures, and the adoption of suggestions
received from employees under the Department’s work simpliﬁcation
program,

Shortly after the end of the war, the Secretary of the Treasury
authorized the Fiscal Assistant Secretary to recruit a small staff of
high-grade accountants for over-all management work. Moreover,
the three bureaus in the Fiscal Service were encouraged to strengthen -
their technical staffs as well as their executive and key supervisory
personnel. With these technical specialists, the Fiscal Service was
able to review its operations critically and to supply expert assistance
to those responsible for lire operations.

Inasmuch as the Fiscal Service is primarily. a service agency for the
Government and the public, the problem was one of speeding up and
reducing the.cost of the service performed. Since the summer of
1946, the Fiscal Service has shown management savings totaling
nearly $10 million.. Savings effected apply not only to the year when
the improvements are installed, but also to all future years in which
the operations are performed. Savings for the fiscal year 1950 are
estimated at $6 million. Three major improvements which con-
tributed to the $10 million savings are the decentralization of the
Treasurer’s savings bond redemption operations to Federal Reserve
Banks, with savings amounting to $680,000; the revision of the pro-
cedures for processing reissues and redemptions of savings bonds,
with savings of $1.7 million; and the consolidation of savings bond
operations in parent F ederal Reserve Banks, Wlth savings of $2
million.

There follows a brief narrative account of the programs in each of
the three units of the Fiscal Service, as well as a review of the Gov-
ernment-wide program to improve Federal accountmg and ﬁnancm,l
reporting.

Office: of the Treasurer.—Some years ago the payment of checks
drawn on the Treasurer of the United States was largely decentralized
from Washington to the Federal Reserve Banks, thus eliminating one
step in handling the major part of paid checks. This program is a
continuing operation. At the present time approximately three-
fourths of all checks drawn on.the Treasurer of the United States are
paid through the Federal Reserve Banks.

In 1947, the audit of redeemed savings bonds by the Treasurer of
the United States was discontinued; and, in substitution therefor,
improved audit procedures were designed for the Federal Reserve
Banks and the Oflice of the Register of the Treasury. In the fiscal
year 1949, the issuance of savings bonds by the Treasurer of the United
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States in Washington on mail order was decentralized to the Federal
Reserve Banks. During the fiscal year 1950, arrangements have been
made to discontinue the separate examination of paid interest coupons .
in the Treasurer’s Office after their payment by the Federal Reserve
Banks as fiscal agents of the Treasury and prior to their transmittal
to the Register of the Treasury for final audit. In lieu of such
examination improved control procedures have been set up in the
Federal Reserve Banks followed by a thorough audit by the Office of
the Register of the Treasury.

"The most revealing picture of management improvement in the
Office of the Treasurer is shown by the following comparison of work
load and employment: In the fiscal year 1947, the office had 2,058
employees and processed 264 million . checks; in 1950, employment
will total about 1,500 and 252 million checks will be processed. Thus,
in four years, the check work load, the main component of the total
work load, has remained virtually the same while employment has
dropped about 25 percent.

Management savings in the Office of the Treasurer totaled $268,000
in 1947, $310,000 in 1948, $406,000 in 1949, and an estimated $444,000
_in 1950.

Bureau of Accounts.—The program of the Bureau of Accounts, which
includes the Division of Disbursement, has been directed to reduction
of operating costs and at the same time improving service rendered.

Improved procedures have been initiated to speed up the issuance
. of duplicate checks in cases where the originals have been lost by the
payees.. Effective steps have been taken to mechanize operations
wherever possible, and to adopt other improvements, which have
resulted in substantially lower unit costs for issuing checks.

The effectiveness of management improvement is shown by the
following comparison of work load and employment: In the fiscal
year 1947 the Division of Disbursement had 3,735 employees and wrote
160 million checks; in 1950, employment will total about 3,472 and
186 million checks will be written. Thus, in four years, employment
will have dropped about 260 and the work load will have increased by
26 million checks.

Management savings in the Bureau of Accounts, including the Divi-
sion of Disbursement, totaled $550,000 in 1947, $1.3 million in 1948,
$2.1 million in 1949, and an estimated $2.4 million in 1950. Nearly
all of this is reflected in reduced appropriations.

. Bureaw of the Public Debt.—The major problems of the Bureau of
the Public Debt in terms of volume of work handled had their incep-
tion in the tremendous expansion of the savings bond program during
the war. In recent years it has been necessary to devote considerable
attention to the elimination of wartime accumulated.backlogs in
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various savings bond operations, and at the same time to handle a
large volume of current work.

An important phase of this program has been the policy of decen-
tralizing to the Federal Reserve Banks responsibility for the processing
of certain phases of the work incident to the issue and redemption
of savings bonds. This step eliminated much duplication in opera-
tions of the Federal Reserve Banks and the Bureau of the Public
Debt. Some of the accomplishments in this field involved the con-
solidation in Federal Reserve Banks of the work incident to the
redemption of savings bonds and the decentralization of the audit
of savings bonds by the Office of the Register of the Treasury. A
revision of procedure for processing reissues and redemptions of
savings bonds, under which Federal Reserve Banks are authorized
to conduct these operations, has not only speeded up service to the
public, but haq made it possible to reduce substantially the operating
costs.

Management savings in the Bureau of the Public Debt totaled
$190,000 in 1947, almost $2 million in 1948, $2.8 million in 1949,
and an estimated $2.9 million in 1950. :

Jotnt accounting project.—One of the important tasks with which
the Fiscal Service is currently concerned is that of Treasury partici-
pation in a continuing, Government-wide program to improve Fed-
eral accounting and financial reporting. The Treasury, the General
Accounting Office, and the Bureau of the Budget, as the three central
fiscal agencies of the Government, are taking the lead in this pro-
gram, which was announced jointly by the heads of these three
agencies early in 1949, This is the first time since the enactment
of the Budget and Accounting Act of 1921 that the officials of the
three agencies have adopted a formal program of cooperation to bring
about. improvement in basic accounting systems throughout the
Government.

Under this cooperative program it is hoped Government agencies
will ultimately adopt uniform principles of accounting, giving due
recognition, of course, to the varying needs of different types of
Government activities. Other objectives of the program include the
strengthening of the facilities of the Treasury as the operating center
for current accounting and over-all financial reports; making avail-
able more informative financial reports at lower accounting costs;
improving budgetary processes in line with the improvement of
accounting and financial reporting; improving the Government’s
system of audit and control; and establishing a body of accounting
and reporting principles and standards for general observance.

The Treasury, by revising the Coast Guard accounting system to
meet the needs prescribed by sponsors of the joint program, is among
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the agencies which have taken the lead in the new program. When
the installation is complete, the management of the Coast Guard
will have available an accounting system which will meet more effec-
tively the needs of management and fiscal control.

OFFICE OF THE COMPTR"OLLER OF THE CURRENCY

Measures have been taken by the Office of the Comptroller of the
Cuwrrency in the past three years to strengthen its bank examining
function. This Office was hampered by personnel losses during and
immediately after the war. Therefore, every effort has been made to
rebuild the staff to its prewar level. This entailed the raising of
standards and the recruitment of new assistant bank examiners from
university graduates who have specialized in economics and business,
as well as from men possessing actual banking experience. In addi-
tion, an educational program for the entire examining staff has been
1naugur&ted to supplement the trammg program Whlch has long been
in operation.

Other steps taken to perfect the bank exammmg function, and
which have proved beneficial, are: (1) revision of the instructions to
National Bank Examiners; (2) issuance of a “Digest of Opinions of
the Comptroller of the Currency,” with necessary supplements to
keep it current; (3) revision of the compilation of laws affecting
national banks; and (4) revision of examination report forms to bring
them in line with new developments in the banking field.

Moreover, the Comptroller of the Currency has adopted a policy
of rotating the District Chief National Bank Examiners periodically
among the twelve districts in order to bring about a fresh viewpoint
in each district and to stimulate the chief examiners by the challenge
of new problems, :

Through cooperation with other bank supervisory agencies, impor-
tant revisions have been made in the examination procedures relating
to the classification of assets and appraisal of securities.

The creation of a unit to give specialized direction for the super-
vision and examination of trust departments of national banks has
contributed to the improvement in operations of the Office of the
Comptroller.

COAST GUARD

On January 1, 1946, the Coast Guard was returned to the jurisdiction
of the Treasury Department, after spending the war years under the
Navy. Thus, when Secretary Snyder assumed office in 1946, he found
the Coast Guard once more in the Treasury Department. Dufing the
ten-month period after VJ-day, the Coast Guard demobilized from a
strength of 172,000 to 22,000 officers and men. At that time the mis-
sion of the Coast Guard in peacetime was uncertain and obscure.

856455—50——5



50 REPORT OF THE SECRETARY OF THE TREASURY

Demobilization had disrupted the orderly procedure of its operations,
-and a host of new duties assumed during the war remained as a con-
tinuing responsibility. Moreover, not only the men but also the funds
to do the job were gone. Since then, the peacetime mission of the
Service has been well defined and has been affirmed by Congress in
legislation. The money and manpower today have been more properly
scaled to fit the size of the job.

Management study.—Recognizing the critical condition of the Coast
Guard in the summer of 1947, the Secretary of the Treasury and Con-
gress made provision for a major business study of the Service to be
conducted by a private firm of consultants.

The firm submitted its report in January 1948 and advanced 193
specific recommendations aimed at furthering improvement in Coast
Guard operation. These proposals became an integral part of a broad
improvement program. To date, action has been completed on 119 of
the recommendations, and the remaining 74 are in process of imple-
mentation or are being given further study.

Achievements.—Major improvements which have been initiated in
the Coast Guard since 1947 are reviewed in the following paragraphs.

(1) Integration of former Lighthouse Service and former Bureau
of Marine Inspection and Navigation.—Although phases of these con-
solidations were accomplished during the war, much has been achieved
since 1947. Increased economy and efficiency have been attained
through consolidation of facilities, reduction of operating expenses, and
better utilization of personnel assigned to marine inspection and aids
to navigation functions,

(2) Consolidation of districts.—The former Tenth (San Juan)
Coast Guard District was abolished on April 1, 1948, and merged with
the Seventh (Miami) Coast Guard District, thereby effecting certain
savings and making possible a redistribution of personnel to less ade-
quately manned activities.

(3) Consolidation of facilities.—A special board of officers, con-
vened early in 1949, has recently concluded its mission of investigating
the necessity for operating each lifeboat station, light station, and
lightship. This board, as a part of its study, held public hearings in
the localities concerned to determine whether the facility need be con-
tinued. The report of this special survey board is currently being re-
viewed by the Commandant, prior to its formal submission to the
Department

“(4) Improvements in accountmg —A special staff activated in
November 1948 is devising improved accounting organization and
procedures. Improvements so far underway include: (a) decentrali-
zation of detailed accounting to districts; (b) centralized consolidation
of reports and analyses for management purposes; (c) use of site audits
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and reduction of departmental post-audits to the maximum permissible
extent; and (d) establishment of an adequate system of cost account-
ing. A pilot organization in the Fifth Coast Guard District is planned
for March 1, 1950, with extension to the other districts as rapidly as
possible. It is expected that the‘complete change-over will be accom-
plished by January 1951,

(5) Improvements in supply.—A study of existing supply pro-
cedures initiated in February 1949 is progressing toward: (a) more
efficient methods of procurement; (b) better inventory control with
reduced costs; (c) faster filling of supply orders; and (d) improved dis-
tribution of stocks. As an iuitial step, it is intended to utilize existing
sites and facilities to establish a field distribution depot in each dis-
trict (except the Eleventh and Fourteenth). These district depots
will become satellites of naval supply activities for the distribution of
general stores to all Coast Guard shore and floating units (except large
cutters) in their respective districts.

(6) Utilization of mechanical devices.—The war-famed Army
“DUKW?” is an excellent example of a recent improvement in equip-
ment for use in assistance, search, and rescue. After some modifica-
tions and exhaustive tests in 1947, this amphibious-type vehicle has
been added to the allowance list of many lifeboat stations to replace
older and less adequate types of floating equipment. Some savings
in personnel may accrue for diversion to duty elsewhere. A somewhat
similar situation exists with respect to helicopters. The helicopter
now fills an important need aboard certain ships by extending the
present radius of search act1v1ty Its use at lifeboat statiqns is also
under study.

(7) Conversion of manned aids to navigation to unattended
status.—Each year the Coast Guard is able to convert certain aids to
navigation from a manned to an automatic or unattended status. This,
of course, permits the reassignment of personnel elsewhere. The
Coast Guard has also been experimenting with an automatic un-
manned lightship.

(8) Improvement in electronic devices.—The rapid advances in
the field of electronics during World War II have enabled the Coast
Guard to adopt electronic improvements. These advancements
improved. the quality and quantity of service to the mariner. Types
of equipment which have recently been improved or devised include:

* (a) remote control radio receiver; (b) coastal lookout radar; (c) direct-
reading loran receiver; (d) automatic radio direction finder with visual
presentation; (e) portable radiophone and radiotelegraph; and (f)
ramark and radar reflector equipment.

(9) Mechanization of clerical work.—Extensive study has been
devoted to furthering efficiency through mechanizing manual clerical
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procedures wherever possible. Of major importance is the mechaniza-
tion of personnel accounting which was achieved in 1949. Similar
studies are in progress for the mechanization of manual work in other
fields. A

(10) Work measurement and personnel utilization programs.—
Although currently hampered by lack of sufficient personnel, intensi-
fied programs concerned with the development of a more adequate
work measurement system and the better utilization of personnel are
in progress. :

(11) Review of methods and procedures looking toward general
improvement in management practices.—A central management group
now scrutinizes detailed aspects of the management of the Service.
This group is devoting its attention to the general improvement guide
lines established by the consulting management firm.

COORDINATION OF ENFORCEMENT ACTIVITIES

In addition to the law enforcement responsibilities of the Bureau of
Customs, the Bureau of Internal Revenue, and the Coast Guard,
heavy enforcement duties rest with the Secret Service and the Bureau
of Narcotics. Effective cooperation of all of the Treasury law enforce-
ment groups is assured through the work of a Chief Coordinator, who
directs the interchange of ideas and information as well as cooperative
performance in specific enforcement undertakings.

Under the personal leadership of Secretary Snyder, the Treasury
Department’s coordinated attack on crime has moved, since 1947, into
its most effective period. The Department has succeeded in utilizing
the benefits of coordinated police work in detecting and convicting
criminals without the high central overhead cost usually associated
with these efforts. Three positive policies have been used as the sub-
stitute for more mechanized and costly centralized controls. They
are (1) aggressive and consistent top management support, (2)
respected leadership selected from within the organization, and (3) a
cooperative type of leadership emphasizing the specialized talent of
each enforcement unit, interchange of ideas, training and education,
and practical research.

Another perspective on the accomplishments of enforcement oper-
ations is furnished by the growing dollar volume of fraud case taxes
and penalties recommended, and other fines and seizures. Since
July 1946, latest estimates place the total fines, penalties, and value
of seizures in excess of $91 million. In addition, in tax fraud investi-
gations alone, recommended taxes and penalties for the period are
approaching $1,400 million. '

Rise in service morale.—Surveys by the Coordinator indicate that
the morale of Treasury enforcement personnel has been raised during
the last few years to its highest level in departmental history. ‘
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The policy of filling the position of Chief Coordinator and those
acting in that capacity from the ranks of career execiltives within
Treasury enforcement has contributed to the rise in morale. Thus,
when Treasury Department Order 114 appeared on June 1, 1949,
restating the Department’s position on promotions of personnel,
the Coordinator was able to report that this policy was fully installed
in every branch of law enforcement.

This improved morale has enabled the heads of the enforcement
groups to work together actively in the improvement of departmental
working conditions for enforcement officers. The biggest lift was
provided by the law permitting enforcement agents to retire at the
age of 50 after 20 years’ service. This law was put on the books
principally because of the personal efforts of Secretary Snyder. There
is also pending a proposal to add to the salaries of enforcement agents
a 10 percent pay differential for the overtime they must work.

Training and cooperation.—Assisted by the Office of the Coordin-
ator, Treasury agencies have recently made arrangements whereby
their men may attend certain related training schools conducted by
the Armed Services. The Coordinator’s office also participated in
training sessions conducted by the Armed Servwes, which presented
material on civilian police work.

Treasury cooperation with local authorities is carefully maintained
on an informal basis. The continuing reward for this is the unstinted
cooperation of local authorities, which, in turn, is of material aid
in enabling the several units to maintain their high record of con-
victions. '

SECRET SERVICE

Counterfeiting.—The upsurge in counterfeiting during the postwar
period has been one of the most difficult problems of the Secret Service.
A most helpful factor in meeting this problem was the voluntary
uncompensated overtime work of the men of the Secret Service.

Perhaps the most important single step taken by the Treasury to
combat counterfeiting was the establishment of a special mobile squad
of fifteen agents assigned to work exclusively on investigations of
" major counterfeiting cases. However, the urgent need for these agents
in the various field districts from which they were temporarily re-
cruited made it necessary to disband the squad and to return the
agents to their permanent posts of duty.

From time to time the Secret Service has assigned agents to conduct
counterfeiting investigations in foreign countries. The Secret Service
is in close touch with European authorities endeavoring to coordinate
efforts to stamp out the foreign counterfeiting of United States money,
and has asked for funds to assign two agents to Europe permanently.
The Treasury has also filed an official request with the Department of
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State asking for closer cooperation of foreign police agencies in combat-
ing this problem.

In order to alert the general public against counterfeiting, it has
been discussed through every conceivable publication medium. There
have been Nation-wide efforts to publicize the method of detecting
counterfeits. Newspapers, magazines, radio, and television have all
been used. This publicity resulted in detection of a counterfeit note
by a theater cashier in Cleveland. The passer was arrested and fur-
nished information which led to the capture a few months ago of a
counterfeiting plant in Washington not far from the Treasury Building.
In that case the Secret Service seized $150,000 in counterfeit notes and
the counterfeiting plant and makers,

Moreover, displays of genuine and counterfeit notes have been
installed in banks throughout the country. Ordinary citizens can
usually tell the difference in good and bad money if they can see the
good and the bad side by side. The Secret Service booklet “Know
Your Money” has also been revised. Bank tellers and cashiers
throughout the country use this book, and it is now frequently in-
cluded in the course of study in high schools. Copies of the booklet
have even traveled as far as Monrovia where officials are using it to
educate persons who have been victimized by passers of counterfeit
American money of foreign origin.

A review of the counterfeiting laws has shown that the Criminal
Code is not up to date. The Secret Service, with the assistance of the
General Counsel of the Treasury, has therefore drafted additions and
amendments to the Code in the hope that legislation will be passed
" which will modernize obsolete counterfeiting laws and make enforce-
ment effective.

Thefts, forgeries, and other problems.—The number of agents of the
Secret Service has not been commensurate with its great work load
since the war. The ever-increasing numbers of stolen and forged
Government bonds and checks have made it necessary for the' Secret
Service to take extraordinary steps to prevent the backlog from
mounting. - While the requests for funds for more agents have been
debated in Congress, the existing field force has worked overtime
without extra compensation. The extra effort of the Secret Service
has been instrumental in the closing of 45,384 criminal cases and
1,735 noncriminal cases, a total of 47,119 investigations, during the
fiscal year 1949.

BUREAU OF NARCOTICS

Shortly after Secretary Snyder assumed office, the Bureau of
Narcotics, through the Commissioner, resumed work on the inter-
national narcotics problem. Narcotics control, in order to be effective,
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must be an international cooperative venture. All countries, par-
ticularly in the Orient and the Middle East, must work together. The
opportunity for coalescing the enforcement agencies around the world
presented itself through the newly formed United Nations organiza-
tion. The Commissioner of Narcotics was named the United States
Delegate to the Commission on Narcotic Drugs, and in 1946 he took
the lead in the work of that Commission.

International control.—The war had left a legacy of confusion. It
was the object of the Treasury to-secure firm international control
over all narcotic drugs The Commissioner of Narcotics in the fall
‘of 1946 attended the first meeting of the newly formed international
commission, a part of the United Nations, with this basic purpose
in mind.

One of the first achievements of the Commissioner, as United States
Delegate, was to play a prominent part in the adoption of the Protocol
of December 11, 1946. This Protocol transferred to the United
Nations and the World Health Organization the functions previously
vested in the League of Nations under the six existing narcotics agree-
ments, conventions, and protocols. It secured uninterrupted con-
tinuity of international cooperation in controlling the traffic in narcotice
drugs on a world-wide basis. This Protocol was ratified by the
United States Senate on June 24, 1947, and was proclaimed by the
President on October 14, 1947.

. In the meantime, a number of new drugs—mnot obtained from the
basic opium or coca leaves—were being developed by the pharmaceu-
tical industry. Although these new drugs were dangerous from the
- standpoint of habituation, they were not subject to regulation or con-
trol under either the national narcotics laws or the international nar-
cotics agreements and conventions. Legislation was consequently
requested and enacted whereby, upon proclamation by the President
of an appropriate finding, these new habit-forming drugs couldbe
placed under control of existing narcotics laws. To date, ten new
synthetic drugs have been subjected to the control of Federal nar-
cotics laws by Presidential proclamations.

It was-of vital importance, however, to secure the adoption of similar
procedure in the international field, so that each of these new syn-
thetic drugs found to be dangerous could be promptly brought under
control of existing regulatory conventions without the delay of drafting
and adopting new, ones. The United States, through its Delegate,
proposed a plan for covering-in these new synthetlc drugs, and this
plan crystallized in a new ‘“Protocol Bringing Under International
Control Drugs Outside the Scope of the Convention of 13 July 1931”7,
This Protocol, approved by the General Assembly of the United Na-
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tions, October 8, 1948, is now before the United States Senate for
ratification.

In the meantime the Commissioner continues to assist in the im-
portant preliminary work of revising and modernizing the provisions
of these existing eight international agreements, one of which is
dated as far back as 1912. The Treasury has vigorously sponsored a
project, now agreed to in principle by the main producing countries
of the world, to limit the production of opium to the medical and
scientific needs of the world. As a result, a conference of representa-
tives of the principal producing countries, India, Iran, Turkey,
U. S. 8. R., and Yugoslavia, will meet in Turkey this year to consider’
methods of limitation.

The United Nations Economic and Social Council has given effect
to a proposal submitted by the United States Delegate to the Com-
~ mission to have the several nations collaborate in a scientific study of
the identification of opium by physical and chemical means. The
object of the study is to determine if there are distinguishing physical
or chemical qualities for opium produced in certain countries or in a
specific area of a certain country. The advantages of this identifica-
tion are obvious. Preliminary experiments made by an expert
American chemist give promise of the development of a scientifically
acceptable identification procedure.

At a session of the United Nations Commission on N arcotlc Drugs
held in July 1947, the United States Delegate called attention to
large-scale smuggling of narcotics from Mexico into the United States.
It was estimated that at least one-half of the raw opium produced
in Mexico was processed into morphine or heroin, most of which found
its way into the United States. On motion of the United States
Delegate, the Commission adopted a resolution to ask the Govern-
ment of Mexico to suppress the illicit cultivation of opium. As a
result, the Mexican representative reported at the session of the Com-
mission held in May 1949 that his Government had instituted a
permanent campaign against illicit production, manufacture, and
traflic; that by 1948, 690,000 square meters of land previously used
for opium poppy growing had been changed over to other crops; that
drastic action had also been taken to destroy poppy fields and plan—
tations of Indian hemp; and that two illicit laboratories engaged in
the production of opium derivatives had been closed.

To facilitate international cooperation, the Treasury has sent a
Narcotics agent to Peru, another to France, and a third to Turkey.
These agents have helped police of those countries break up smuggling
rings and have thus contributed materially to the objectives of the
United States Government and the United Nations Commission.
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Domestic operations.—Simultaneously, the Bureau of Narcotics has
been carrying on its regular criminal law enforcemient work against
a postwar resurgence of the illicit narcotic traffic. With its average
complement of approximately 175 agents, the Bureau arrested 2,855
narcotics traffickers during the fiscal year 1947. In 1948, arrests in-
creased to 3,180; and in 1949, rose to 4,803. = Approximately eight
percent of the total offenders in Federal prisons have been incarcerated
because of the work of the Bureau of Narcotics. This ratio is a ﬁrm
testimonial to the effectiveness of these agents. :

To afford a more prompt and effective check agamst d1vers1ons
the reporting procedure of the Bureau of Narcotics was decentralized
in 1949. Manufacturers, wholesalers, and jobbers now report sales
of narcotics directly to district field offices. This will be a particularly
valuable procedure in enabling the Bureau to recognize promptly any
trend in addiction to, and abuse of, the newer synthetic drugs, and
to take remedial measures.

OFFICE OF ADMINISTRATIVE SERVICES

Prior to October 1947, service functions in the Office of the Secretary
of the Treasury were widely dispersed. These functions include office
services, record administration, certain building custodial operations
in the District of Columbia, and the coordination of Treasury space
requirements in Department and field offices. The Secretary of the
Treasury on October 1, 1947, by Treasury Department Order No. 93,
directed that all of them should be brought together in a newly
created Office of Administrative Services and operate under the
supervision of a Director.

Significant savings have since been accomplished. From the
fiscal year 1947 through 1950, management savings total $3.8 million.
Two of the major components.of this total are attributable to the
records disposal program of the Treasury Department and to the
release of commercial space. The records disposal program has
made approximately $500,000 in records storage equipment available
during each fiscal year. The Treasury’s program to release commer-
cial space and make use of federally owned or controlled space
has produced significant savings. In 1947 savings in commercial’
rentals totaled $280,000; in 1948, $443,000; in 1949, $561,000; and
in 1950, an estimated $200,000.

BUREAU OF FEDERAL SUPPLY

The Bureau of Federal Supply is no longer under the jurisdiction
of the Secretary of the Treasury. By act of Congress it was trans-
ferred on July 1, 1949, to the new General Services Administration,
. which was created, on the recommendation of the President, to bring
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under one control the related service agencies which had previously
been independent or under some other jurisdiction.

Stores program.—During the fiscal year 1947 the Federal Supply
Nation-wide stores program handled a total annual dollar business of
more than $22.9 million. Under this program, the Bureau operated
stores which sold supplies to other Government agencies, with the
exception of the military. The stores, of which there are now 12,
are located in strategic cities widely dispersed throughout the country.
The object of the stores program is to bring the merchandise nearer
to the customers, to locations where the customers can see what
they are buying, and to cut the costs of this service operation. - Under
the Treasury’s direction, this program has gradually been accepted
by the other Government agencies, although the agencies were not
required to purchase from these stores.

In 1948, after the stores program had been operating for almost
six years on 8 cooperative basis, the Secretary of the Treasury ap-
proved a Federal Supply directive which made the stores program
mandatory for all Government agencies, except, of course, the De-
partment of Defense. The Bureau was able to demonstrate at that
time that it would be clearly advantageous to the Government to
require the civilian departments and agencies to purchase  their
supplies through the 12 regional stores. The dollar volume of the
stores operation bad fallen to $22.4 million in 1948, but ]umped to
$26.9 million in 1949.

Strategic and critical materials.—An mterestmg and unportant
development in the past three fiscal years was the increase in the
purchase of strategic and critical materials by the Bureau. In 1947
these purchases totaled over $68 million; in 1948, more than $252
million; and in 1949, more than $477 million. As purchases increased,
the Treasury also leased the necessary additional warehouse space to
accommodate the vital stockpiles.
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SUMMARY OF FISCAL OPERATIONS

Budget expenditures of the United States Government in the fiscal
year 1949 exceeded receipts by $1.8 billion. This compares with a
surplus of receipts of $8.4 billion in 1948 and of $0.8 billion in 1947,

Net budget receipts of $38.2 billion were less than in any year since
1943. Budget expenditures of $40.1 billion were higher than in 1947 -
or 1948; they were $6.3 billion more than in 1948.

The $1.8 billion budget deficit, together with an excess of expendi-
tures from trust accounts, etc., of $0.1 billion, was covered by drawing
down the balance in the general fund by nearly $1.5 billion and by
an increase in the public debt of $0.5 billion. The cash balance in
the general fund decreased during the year from $4.9 billion on
June 30, 1948, to $3.5 billion on June 30, 1949, The public debt on
June 30, 1949, stood at $252.8 billion.

An outline of Federal fiscal operations in the past two years is
shown in the table following. The figures are on the basis of daily
Treasury statements. Annual figures for 1932-49 and monthly for
1949 are contained in table 1 in the tables section in this report.

1948 1049

In billions of dollars

Budget results:

Net receipts. oo . 1422 38.2
Expenditures. e 233.8 340.1
Surplus, or defieit (—) .ol 8.4 -1.8
General fund balance, increase, or decrease (—) ... ooo oo 1.6 ~1.5
Trust accounts, etc., excess of expenditures 4 .. .. ... .8 .1
2.4 ~-1.3
Equals: Public debt net decrease, or inerease (—)-----ca-ooomeoueomenon. 6.0 -5 .

I Revised. See table 5, footnote 3.

2 Revised. _See table 5 footnotes 3 and 13.

3 Includes Foreign Economic Cooperation trust fund expenditures of $3.0 billion.

¢ Includes clearing account for outstanding checks and telegraphic reports from Federal Reserve Ban.ks
The amounts for the two items, in millions of dollars, were as follows:

1948 1949

Trust accounts, ete., net expenditures. . ... s 294 495
Clearing accouat net expenditures, or net receipts (—) . oo oc o ccemceanaen 507 —366
801 128

BUDGET RECEIPTS

Net budget receipts, which consist of total receipts less the appro-
priation to the Federal old-age and survivors insurance trust fund
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and refunds of receipts, amounted to $38.2 billion in 1949 and were
nearly $4.0 billion less than in 1948, ,

“Receipts in the fiscal years 1948 and 1949, on the daily Treasury
statement basis, are compared by major sources in the following table. .
Chart 2 shows total receipts by major sources for the- fiscal years
1943 through 1949.

Decrease
1948 1949
Source Amount
Percent
In billions of dollars
Individual income tax 1_.. 210 17.9 -3.1 —14.6
Corporation income and excess profits taxes.......____. 10.2 1.6 1.4 13.6
Total income and excess profits taxes .. __.__._.. 3L2 (29.5 -1 5.4
Miscellaneous internal revenue - 8.3 ‘- 8.3 * .6
Employment taxes 3. ... 2.4 > 2.5, 3.8
Custom R .4 w4 *) —8.8
Miscellaneous receipts 8 . . 3.8 (\ 2.1 - -1.7 —45.6
Total receipts. 46.1 42.8 -3.3 =72
Deduct:

(a) Appropriation to Federal old-age and survivors
insurance trust fund 1.6 1.7 .1 4.6
(b) Refunds of receipts 2.3 2.8, .6 24.9
Net budget receipts. 42,2 38.2, —4.0 —9.4

*Less than $50 million.

1 See table 117, footnote 2.

? Includes railroad unemployment insurance contributions for administrative expenses.
-« 8 See table 5, footnote 3.

Decreases in receipts from the individual income tax, miscellaneous
receipts, and customs in 1949 as compared with 1948 were partially
offset by increases in receipts from corporation income taxes Inis-
cellaneous internal revenue, and employment taxes.

Income and excess profits taxes accounted for slightly more than
two-thirds of total receipts in 1949, about the same proportion as in
1948. Miscellaneous internal revenue accounted for 20 percent of
total receipts in 1949 as compared with 18 percent in 1948.

Receipts from the individual income tax amounted to $17.9 billion
in 1949 and remained the most important source of revenue for the
sixth consecutive year. Corporation income and excess profits tax

collections, which amounted to $11.6 billion, continued as the second
most important source of revenue.
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REeceiprs FroM INcoME AND Excess Prorirs Taxes

Receipts from income and excess profits taxes amounted to $29.5
billion in the fiscal year 1949 as compared to $31.2- billion in 1948.
The decrease resulted from a decline in the individual income tax
which was only partially offset by an increase in corporation income
taxes.

Individual income taxes.—The details of the yield of the 1nd1v1dual
income tax are shown in the following table.

Decrease
1948 1949
Souree ) Amount
-Percent
In millions of dollars
Withheld (daily Treasury statement basis).___________. . 11, 436 9, 842 -1, 595 -13.9
Not withheld (collection basis) .. ... 9,464 7,996 —1,468 -15.5
Adjustment to daily Treasury statement basis!.. -] 496 +91 Ll ) P,
Not withheld (daily Treasury statement basis)...._.. 9, 560 8,087 —1,473 —15:4
Total individual income taxes . _cooooecmooceaeen 20,997 17,929 -3,068 ~14.6

! See table 117, footnote 2.

Individual income tax receipts were less in the fiscal year 1949
than in 1948 as a result of the provisions in the Revenue Act of 1948,
effective January 1, 1948, for higher exemptions and lower rates, and
the provision permitting married couples to divide their combined
incomes in computing their income taxes. The resulting reduction in
income tax liability was only partially offset by the higher level of
personal income in the period affecting fiscal year 1949 receipts.
The act, which was passed on April 2, 1948, became effective on May 1,
1948, with respect to the withholding of salaries and wages, and
consequently reduced receipts for the entire 1949 fiscal year.

Collections of income taxes in the fiscal year 1949 reflected also
over-withheld salaries and wages as well as excessive payments on
declarations in the first four months of the calendar year 1948. ‘These
overpayments served to further reduce later payments on caléndar
year 1948 liability made on declarations and final returns m the fiscal
year 1949. »

Corporation income and excess profits taxes.—Receipts from this
source during the fiscal year 1949 totaled $11,554 million and were
$1,379 million, or 13.6 percent, more than the $10,174 million in 1948.
The increase resulted from rising corporate profits in the years 1946,
1947, .and 1948.
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Receipts FroM Arn OTHER SOURCES

Miscellaneous internal revenue.—Receipts from the major groups
of taxes included in this category are shown in the following table.

Increase, or
decrease (~)
1948 1949
Source Amount
Percent
In millions of dollars
®
Estate and gift taxes... : 899 797 —103 —11.4
Excise taxes: ’

Liquor taxes. .. i 2, 255 2,211 —45 —~2.0
Tobacco taxes 1, 300 1,322 22 1.7
Stamp taxes. 73 -7 —8.4
Manufacturers’ excise taxes L. ..o coomoeene 1, 638 1,761 123 7.6
Retailers’ excise taxes. . 470 449 =21 ~4.4
Miscellaneous excise taxes (including repealed) 23_._ 1, 657 1,759 101 6.1
Total miscellaneous internal revenue 13, __..____. 8,300 8,371 71 .9
Adjustment to daily Treasury statement basis 4. ... +2 —23 =25 o cmmeam
Total miscellaneous internal revenue. - _____ 8,301 8,348 47 .6

1 Fxtcludes taxes collected on firearms, shells, and cartridges which are included.in ‘Miscellaneous
receipts

% See table 117, footnote 4.

3 Excludes collectlons of the hydraulic mining tax, which are included in ‘‘Miscellaneous receipts.”

+ See table 7, “Note.’

Estate and gift taxes.—Estate and gift taxes decreased $103 million
in the fiscal year 1949 and were 11.4 percent less than in 1948. The
decrease resulted from the Revenue Act of 1948, which allowed special
treatment of transfers between spouses for both the estate and gift
taxes.

Excise tazes.—Total collections from excise taxes amounted to
$7,575 million in the fiscal year 1949, representing an increase in
collections of $174 million, or 2.4 percent, over 1948. Collections
from- tobacco taxes, manufacturers’ excise taxes, and miscellaneous
excise taxes continued to increase, while receipts from liquor, stamp,
and retailers’ excise taxes decreased.

The greatest increase occurred in collections of manufacturers’
excises, which rose by $123 million, or 7.5 percent, over 1948. This
was mainly the result of extremely high production of the automotive
industry and of the attendant increase in gasoline consumption.

Collections from the miscellaneous excise tax group rose to $1,759
million, an increase of 6.1 percent over 1948, as a result of con-
tinued high demand for some of the goods and services in this group,
especially in transportation and communications.

Collections from tobacco increased 1.7 percent reflecting mainly
the long-term trend in consumption.

Collections from liquor taxes decreased 2.0 percent, from $2,255
million in 1948 to $2,211 million in 1949. This resulted largely from

856455—50——86
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the reduced collections from distilled spirits, the primary source of
revenue in this group. This continues the declining trend which was
begun after 1946, the peak year for this tax. Receipts from the tax
on malt liquors likewise declined, while receipts from wine increased. -

Receipts from retailers’ excise taxes continued to decrease, prima-
rily as a result of lower fur sales.

Employment taxes.—The yields of the various employment taxes,
on the daily Treasury statement basis, are shown in the following
table. 4

Q

Increase, or
decrease (—)-
1948 1949
Source ) Amount
Percent
In millions of dollars
Federal Insurance Contributibns Actoo .. 1,616 1,690 74 4.6
Federal Unemployment Tax Act. 208 223 - 15 7.2
Railroad Retirement Tax Act. 557 564 R 1.2
Railroad unemployment insurance contributions for
administrative expenses . . ... 15 10 -5 -32.9
Total employment taxes. .. ______________.. 2,396 2,487 91 3.8
Deduct: Appropriation to Federal old-age and sur- .
vivors insurance trust fund.. 1,616 1, 690 74 . 4.6
Net employment taxes 779 . 796 : 17 2.2

iNot classified as an employment tax under Internal Revenue Code.

« Total receipts from employment taxes amounted to $2,487 million
in the fiscal year 1949 and were $91 million, or 3.8 percent, greater
than in 1948. All taxes except the railroad unemployment insurance
contributions for administrative expenses contributed to the increase,
which established a new high in receipts from employment taxes.

The increase in receipts under the Federal Insurance Contributions
Act and under the Federal Unemployment Tax Act resulted from an
increase in taxable salaries and wages. Receipts under the Railroad
Retirement Tax Act increased as a result of higher tax rates and
larger taxable railroad pay rolls. Receipts in the fiscal year 1949
were based on a tax rate of 5% percent each on employers and em-
ployees for the first three quarters and on a tax rate of 6 percent for
the last quarter, while in the fiscal year 1948 receipts were based
on a tax rate of 5% percent for the entire year.

" The decrease in receipts under the Railroad Unemployment
Insurance Act was caused by the act of June 23, 1948 (Public Law
744, 80th Congress), which reduced receipts allocable to this account,
for the period under consideration, from %, to %, of one percent of
taxable pay rolls. Although the credit established in‘favor of the
railroads at the beginning of the fiscal year 1949 by the retroactive
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feature of the act was sufficient to offset all payments that otherwise
would have been made in the fiscal year 1949 on account of railroad
unemployment insurance contributions for administrative expenses,

-such offsets were compensated by equivalent transfers from the
railroad unemployment trust fund.

Customs. —Customs receipts in the fiscal year 1949 amounted to
$384 million and were $37 million less than receipts in 1948. The
decrease was the result of the rate concessions which were made by
the United States under the General Agreement on Tariffs and Trade
of Qctober 30, 1947. The rate reductions became effective January
1, 1948, and were reflected in receipts for the entire year 1949 as com-
pared with only one-half of the fiscal year 1948.

Miscellaneous receipts.—Miscellaneous receipts amounted to $2 072
million in the fiscal year 1949, a decline of $1,737 million, or 45.6
percent, as compared with 1948. The decrease was primarily the
result of a decline in the sales of surplus property.

Refunds of receipts—Refunds of receipts increased in the fiscal
year 1949 principally as a result of the Revenue Act of 1948, which
reduced rates and increased exemptions retroactively, causing ab-
normally large overpayments on calendar year 1948 individual in-
come tax liabilities which were refunded during the fiscal year 1949. -

BUDGET EXPENDITURES

- Budget expenditures totaled $40.1 billion in the fiscal year 1949,
and were $6.3 billion larger than expenditures in 1948. Expenditures
for ‘national defense, international finance and aid, veterans, and
interest on the public debt constituted three-fourths of the total.

. Principal purposes for which expenditures were made in the years
1948 and 1949 are shown, on the daily Treasury statement basis, in
the accompanying tabulation. Details for these and earlier years
are given in chart 3, and in tables 2, 3, and 5 in the tables section
in this report.

I\éz&gional Ilg.ter- . ' ) Inte{]t;,st
ense national on the .
andrelated | -finance | VO'eTas | pipjie | Aliother | Total

Year - activities and aid debt

In billions of dollars

33.8
140.1

10481 Ll 1.4

8.5
1949 mmmmmmnan 11.8 3 6.9

,_
Eo
[—=X-2

5.2
5.3

bkt
(=23

. 1Revised. See table 5.
2 Includes Foreign Economic Cooperation trust fund expenditures of $3 0 billion.

National defense expenditures were nearly 30 percent of the total
in 1949, and amounted to $11.8 billion. This was $0.4 bllhon more
than in 1948
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Expenditures for international finance and aid were $6.0 billion
in 1949, a net increase of $1.9 billion over those in 1948. Economic
Cooperation Act outlays amounted to more than $4.0 billion (in-
cluding $3.0 biilion expended from the Foreign Economic Cooperation
trust fund). This compared with $134 million in 1948, which repre-
sented initial expenditures in the April-June quarter immediately
after the act went into effect. Greek-Turkish assistance and relief in
war devastated countries also increased. Partially offsetting these in-
creases in 1949 were a decrease of $525 million expended through the
Export-Import Bank (excluding expenditures made under the Eco-
nomic Cooperation Act), and a decline of $1.7 billion resulting from
expiration of the credit to the United Kingdom in 1948. .

Payments for veterans increased by $0.4 billion during 1949, but
at nearly $6.9 billion were not so large as the record of $7.3 biilion
in 1947. The 1949 total was 17 percent of all budget expenditures.

Interest paid on the public debt amounted to $5.3 billion in 1949
and was 13 percent of the total. Payments were $128 million more
than in 1948.

All other budget expenditures in 1949 amounted to $10.0 billion.
They included expenditures for certain domestic programs, sach as aid
to agriculture, social security, public works, and atomic energy, which
together amounted to $6.5 billion. The remaining $3.5 billion in all
other budget expenditures were those for the executive departments
not shown elsewhere and the legislative and judicial branches; aids
to education, labor, finance, commerce, and industry; Civil Aero-
nautics; Government contributions to Federal employees’ retirement
funds; and the Post Office deficiency. The $10.0 billion total in 1949
represented an increase of $3.4 billion over that of 1948, principally
because of increases of $1.8 billion for the Commodity Credit Corpora-
tion (under aid to agriculture), of $394 million for public works, of
nearly $200 million in purchases of strategic and critical materials, of
$214 million in the Post. Office Department deficiency, and $192
million for atomic energy.

TRUST ACCOUNTS, ETC., RECEIPTS AND EXPENDITURES

Trust accounts receipts generally represent moneys received by the
Government for the benefit of individuals or classes of individuals.
Moneys held in trust are payable to or for the use of beneficiaries
only and therefore are not included in budget expenditures of the
Government. Such receipts and expenditures are classified separately
. in the daily Treasury statement under the title “Trust accounts, ete.”

Appropriations made from the general fund to various trust ac-
counts, such as the Government’s payment to Federal employees’
retirement funds and the national service life insurance fund, are
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'

included in budget expenditures and under the various trust account
receipts as transfers from the general fund.

A summary of the net transactions in trust accounts, etc., for the
fiscal years 1932 through 1949 is shown in table 1; and receipts in and
expenditures from trust accounts, etc., by major classifications for
the fiscal years 1941 through 1949 are shown in table 6, and details
by months for the fiscal year 1949 in table 4.

GENERAL FUND

The general fund represents all moneys of the Government deposited
with and held by the Treasurer of the United States.

The assets in the general fund include certain gold, silver, currency,
coin, and unclassified collection itewms, etc., and deposits to the credit
of the Treasurer of the United States in Federal Reserve Banks,
special depositaries, national and other bank depositaries, foreign
depositaries, and the treasury of the Philippine Islands.

. The liabilities of the general fund include outstanding Treasurer’s

checks, deposits of certain Government officers consisting of balances
to the credit of the Post Office Department, the Board of Trustees of
the Postal Savings System, and postmasters’ disbursing accounts
etc., uncollected items, and exchanges.

The difference between total assets and total liabilities is the general
fund balance. On the basis of the daily Treasury statement, the
general fund cash balance at the close of the fiscal year 1949 amounted
to $3,470 million, a decrease of $1,462 million during the year.

The net change in the balance of the general fund during the fiscal
year is accounted for as follows:

Balarjlx%edJune 30, 1948 . $4, 932, 021, 477. 07
Budget receipts, net_ _ - .. _________._._ —--_ 388,245,667, 810. 11
Trust accounts, ete., receipts________.____ SR, 5, 714, 426 671. 10
Net increase in gross publicdebt_ .. .. ________._ 478, 113, 347. 34

49, 370, 229, 305. 62
Deduct: : -
Budget expenditures, includ-
ing wholly owned Gov-
ernment corporations 1___ $40, 057, 107, 857. 79
Trust accounts, etc., ex-
penditures. ... ____._.__ 6, 209, 160, 036. 37

46, 266, 267, 894. 16

Clearing account for out-
standing checks and tele-
graphic reports from Fed-
eral Reserve Banks: Ex-
cess of receipts__._._____ 366; 441, 900. 21

45, 899, 825, 993. 95
Balance June 30, 1940__________________ S 3, 470, 403, 311. 67

“ lIncluges expenditures of_$3,000,000,000 :from Foreign Economic Cooperation trust fund. See table 1,
ootnote 7.
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A comparative analysis of the assets and liabilities of the general
fund is shown as of June 30, 1948 and 1949, in table 41.

PUBLIC DEBT OPERATIONS AND OWNERSHIP OF FEDERAL
SECURITIES

The public debt amounted to $252.8 billion on June 30, 1949, an
increase of $478 million during the year. On the same date the
guaranteed obligations held by the public totaled $27 million, a
decrease of $46 million in the year.

Despite the lack of a budget surplus, the marketable public debt
was reduced by $5.2 billion, largely through the use of the net proceeds
of nonmarketable issues sold to the public and of special securities
sold to the Government’s trust accounts. This was the third succes~
sive year in which nonmarketable securities were the only issues to
raise new money which were offered to the public. As a result of the
year’s operations the debt held by commercial banks again declined
while the debt held by nonbank investors increased. During the
first few months of the year, interest rates on the Treasury’s short-
term securities again were increased moderately, so that at the close
of the fiscal year the average rate on the interest-bearing public debt
was somewhat higher than a year earlier.

Chart 4 shows the public debt and guaranteed obligations out-
standing since 1942; and the following table shows the public debt, by
classes of securities, and the guaranteed obligations outstanding on
June 30, 1948 and 1949, and the changes during the year (on the basis
of the daily Treasury statement). The guaranteed obligations held
by the public on June 30, 1939-49, classified by issuing agencies, are
- shown in table 14; and a description of these obligations outstandmg
June 30, 1949, is glven in table 18.

. Increase, or
June 30 June 30, i/
1948 1049 de(cf)ase
Class of security
! In billions of dollars
Public debt:
Interest-bearing:
Public issues:
Marketable.__.__._._. e e memmmne e nnn 160.3 156.1 ~6.2
Noamarketable. . .. 59.5 62.8 3.3
Total public issues 219.9 | 218.0 -1.9
Special issues to Government investment accounts..._...... 30.2 32.8 2.6
Total interest-bearing public debt. . ..._._.____. 250. 1 250.8 .7
Matured debt on which interest has ceased ‘ .3 .2 ™
Debt bearing no interest. .. ... ... 1.9 1.8 -2
Total publicdebt. . eieaeaas 252.3 252, 8 ]
Guaranteed obligations not held by Treasury - ccoeuvocomocccvaaann. .1 ™ * .
Total public debt and guaranteed obligations. ... 252.4 252.8 .4

*Less than $50 million.
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Details of public debt operations and changes in ownership of the
debt are given in the two sections which follow.

PusLic DeBr OPERATIONS

MARKETABLE ISSUES

Net retirement of marketable debt issues in the amount of $5.2
billion during the year brought the total marketable debt down to
$155.1 billion. This amount represents a decrease of $44.7 billion
from the postwar peak on February 28, 1946. The reduction during
the fiscal year 1949 consisted mainly of Treasury notes, bills, and
bonds. The table following shows the changes in the marketable debt
outstanding.

b ungea?o, J u%i é;o, I%?gzﬂ_e»
1 1
Class of security crease (—)

In billions of dollars
Treasury bills____ e 13.8 . 1.5 -2.2
Certificates of indebtedness. ... ... Lol 22.6 29.4 6.8
Treasury notes. - o ......__..._ o 11. 4 3.6 —7.8
Treasury bonds. 112.5 110. 4 -2.0
Other bonds (postal savings, ete.) ... .. .2 .2 *
Total marketable. ... _o__.___o_LLliiiiiieiiin eeos 160.3 165.1 -5.2

*Less then $50 million.

Bonds, notes, and certificates of indebtedness.—A total of $36.0
billion of marketable securities, exclusive of Treasury bills, matured
or were called for redemption during the fiscal year 1949. The
securities exchanged for new issues totaled $33.0 billion, and approxi-
mately $3.0 billion were paid in cash. The cash total included retire-
ments of securities held by the Federal Reserve Banks in the amount
of $0.5 billion. '

The matured and called securities consisted of ten issues of one-year
certificates of indebtedness, three issues of Treasury notes, and three
issues of Treasury bonds.  One issue, the 2}4 percent Treasury bonds
of 1948, which matured on September 15, 1948, and amounted to
. $451 muillion, was paid in full in cash. All others were refunded in
operations involving eight new issues of certificates of indebtedness,
totaling $29.4 billion, and one new issue of Treasury notes amounting
to $3.6 billion.

The first of these operations took place on July 1, 1948, with the
maturity of three % percent certificate issues Whlch totaled $6.1
billion. These issues, Series F, G, and H, 1948, carried respective
maturities of one year, 11 months, and 10 months, They were re-
funded into a new one-year 1} percent certificate amounting to $5.8
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billion. This continued the one-year 1% percent rate on certificates
which became effective on January 1, 1948. ‘

On August 9, the Secretary of the Treasury announced as a further
anti-inflationary move that there would be another increase in the
rates on new short-term Government securities. . At the same time
the Secretary also said that there would be no change in the Govern-
ment’s policy with regard to the long-term Treasury bonds.

Pursuant to this statement, in the September-October refinancing,
an 18%-month 13 percent Treasury note, dated September 15, 1948,
and maturing April 1, 1950, was offered in exchange for the four-and-
one-half year 1% percent Treasury notes which matured on September
15; and a one-year 1} percent certificate was offered in exchange for
the 12%-month 1 percent Treasury notes due October 1, and also for
two issues of 1 percent certificates due October 1: Series J-1948, a
one-year issue, and Series K-1948, an 11-month issue. The Treasury
notes which matured September 15 amounted to $3.7 billion and the
exchanges for the new 1% percent note totaled $3.6 billion. The three
issues maturing October 1 totaled $6.9 billion and exchanges for the
new certificate totaled $6.5 billion.

An announcement by the Secretary on November 16 stated that
holders of the 2 percent Treasury bonds of 1948-50 (dated December
8, 1939), outstanding in the amount of $571 million, would be offered
in exchange a one-year 1% percent certificate dated December 15,
1948. Exchanges amounted to $519 million. The announcement
stated also that a one-year 1% percent certificate dated January 1, -
1949, would be offered in exchange for holdings of the 13-month 1%
percent Treasury notes and the one-year 1} percent certificate, both
maturing January 1, and totaling $6.1 billion. Subscriptions to this
new certificate totaled $5.7 billion. »

The interest rate of 1% percent on one-year certificates of indebted-
ness was reaffirmed throughout the remainder of the fiscal year with
announcements by the Secretary on January 19, February 9, March 18,
and May 13 of four new 1% percent refunding issues in exchange,
respectively, for four one-year 1% percent issues, which matured on
the first of February, March, April, and June. The four new issues
of certificates of indebtedness, which were offered on the respective
dates of January 19, February 15, March 21, and May 19, were issued
in the following amounts (in billions): Series B-1950, $2.0; Series
C-1950, $2.9; Series D-1950, $1.0; and Series E-1950, $5.0. The
maturing certificates were outstanding at the time of refunding in the
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following amounts (in billions): Series B-1949, $2.2; Series C-1949,
$3.6; Series D-1949, $1.1; and Series E-1949, $4.3; and the called
Treasury bonds were outstanding in the amount of $1.0 billion. The
June 1 issue was offered also in exchange for the called 2 percent
Treasury bonds of 1949-51 (dated January 15, 1942). In the February 1
financing operation, $88 million of the $196 million cash redemptions
and in the March 1 financing, $400 million of the $632 million cash
redemptions represented holdings of the Federal Reserve System.

The accompanying tables summarize the financing transactions
during the year. Additional details of the operations appear in
exhibits 1 through 4 and in tables 22 and 23.

Public offerings of bonds, notes, and certificates of indebtedness, fiscal year 1949 1

[In millions of dollars]

Issued in
Date of issue Description of security Issg:g]ior %gf%%ﬁg? . ig;(:f:(li
securities
Marketable issues
| 1349 certificates of indebtedness, Series F-1949, 5,783 5,783
due July 1, 1949.
léf‘%,ggeasmy notes, Series A~1950, due Apr.. 3, 506 3, 596
1}4% certificates of indebtedness:
Series (-1949, due Oct. 1, 1949_____________[._____._.___ 6, 535 6, 535
Series H~1949, due Dec. 15,1949 __________|-c..ooooioo 519 519
Series A-1950, due Jan. 1,1950_____________ . 5, 695 5, 695
Series B-1950, due Feb. 1,1950____ 1,993 1,993
Series C-1950, due Mar, 1,1950. __ 2,922 2,922
Series D-1950, due Apr. 1,1950___ 963 963
Series E-1950, due June 1, 1950____. 5,019 5,019
Total marketable issues_ ... oo oo |ocmceooaoo 33,024 33, 024
Nonmarketable issues
Various. .ooooooo . Treasury savings notes, Series Cand D_....__ 3,094 | 3,994
DO United States savings bonds:
Series B oo cimcmmacas 5032 | ... 5,032
Series Fand G- 2,935 |ococoioooo. 2,935
Subtotal savings bonds......_._..____. 70967 oo 7,967
Total nonmarketable issues. . ........._. 11,961 | ... 11, 961
Total allissues. ... ____._______. - 11,961 33,024 44, 985

! Excludes armed forces leave bonds, depositary bonds, adjusted service bonds, excess profits tax refund
bonds, United States savings stamps, the special series of certificates of indebtedness, and guaranteed obli-
gations. .
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Disposition of maturing or redeemable issues of bonds, notes, and certificates of
indebtedness, fiscal year 1949}
[Dolars in millions)

Redeemed for cash by Ex-

‘Date of cha}nged Pert-
efundin; o . or cen
ror retire-g Description of security Federal new Total ex-
ment Reserve| Others | Total | secu- changed
Banks? rity
Marketable issues
.74%, certificates of indebtedness:
Series F-1948, due July 1,1948_______|._._____ 141 141 | 2,601 | 2,742 94.9
Series (-1948, due July 1, 1948_______|._______ 48 48 | 1,079 | 1,127 95.7
Series H-1948, due July 1, 1948__ . ___|._______ 106 106 ) 2,103 | 2,209 95.2
| 2%4% Trgasury bonds of 1948, due Sept. |_.____._ 451 451 | .. 451 | ...
, 1948, .
l}%% Treasugry notes, Series A-1948,due |...__... 152 152 | 3,596 | 3,748 96.0
ept. 15, 1948,
1‘%(,J ’lreasm;% notes, Series B-1948, due |.____.._ 180 180 | 3,912 | 4,002 95.6
ct. 1
1% certificates of indebtedness:

Do.... Serjes J-1948, due Oct. 1, 19484....__ ________ 97 97| 1,257 | 1,354 2.8

Do..... Series K-1948 due Oct. 1 1948 . ___ - 101 101 1, 366 | 1,467 93.1
Dec. 15..... 2% Treasury bonds of 1048-50 (dated 52 52 519 571 . 9

Dec. 8, 1939), due Dec. 15, 1948,

1949

Jan.1..._._ 114% Treasury notes, Series A-1949, due |._____._ 236 236 | 3,209 | 3,535 093.3
Jan. 1, 1949.
1% certlﬂcates of indebtedness: '

Do..... Series A-1949, due Jan. 1, 1949 . ____ 196 196 [ 2,396 | 2,592 92.4
Feb.1...___] Series B~ 1949 due Feb. 1 1949 108 196 | 1,993 | 2,189 91,1
Mar.1.____ Series 0—1949 due Mar. 1 1949, 232 632 1 2,922 3 553 82,2
Apr.l... Series D- 1949 due Apr. 1, 1949 92 92 el 1,055 91.3

: . Series E~1949, due June 1 1949___.__ . 195 195 1 4,106 | 4,301 95.5

Do..... 2% Treasury bonds_of 194951 (dafed 101 101 913 | 1,014 90.0

Jan. 15, 1942), due June 15, 1949,
Total marketable issues......._... 488 | 2,488 [ 2,976 | 33,024 | 36,000 91.7
Nonmarketable issues )
Varjous....| Treasury tax and savingsnotes.......___|. “--.---| 23,532 (33,532 ... 33,532 ...
Do..... United States savings bonds;
. Series A-D . o |eoio.. 703 703 focoaeaas 703
Series E..._. 3,530 | 3,530 |-....__. 3,530
Series Fand G ... 835 835 | ... 835
Subtotal savings bonds.........._. s 5,067 | 5067 | __...._ 5,067 {_.____..
Do..... 21%% Treasury bonds, investment series_|..._.___ 5 [: 3 PR, 1. 7 IR,
Total nonmarketable issues. ... ......_ 8,604 | 8604 |__.____. 8,604 [.__.....
Total all issues. ... ...___..__. 488 1 11,092 | 11,580 | 33,024 | 44,604 | _._._.__

I Marketable issues are exclusive of postal savings bonds, and other debt iterns. Nonmarketable jssues
are exclusive of armed forces leave bonds, depositary bonds, adjusted service bonds, excess profits tax re-
fund bonds, United States savings stamps, special notes of the United States, and guaranteed obligations.

* In November 1947, arrangements were made between the Treasury and 'the Federal Reserve System
whereby all or part of the System’s holdings of certain maturing and called securities would be presented
for cash redemption.

: Includes tax and savings notes in amount of $1,453 million surrendered in payment of taxes.

Treasury bills—Offerings of short-term Treasury bills were made
weekly during the fiscal year 1949. In further pursuance of the
Treasury’s policy of retiring debt held by the commercial banking
system, there was a net retirement of bills totaling $2,200 million.
This amount is exclusive of the relatively small remainders of maturing

- securities which are turned in for cash redemption, instead of exchange,
when a maturing issue is refunded into a new series of Treasury obli-
gations. The 13 issues outstanding at the end of the fiscal year 1948
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totaled $13,757 million; the 13 issues outstanding at the end of the
fiscal year 1949 totaled $11,536 million.

One-half of the net total retired for cash was retired in the first
. 11 weeks of the fiscal year by weekly amounts of $100 million each.
From September 16 through October no net retirements were made.
In November through January, $500 million were retired, in amounts
of $100 million each on November 18 and 26, December 2 and 9,
and January 6. In March and April $600 million were retired. In
March three retirements took place, two of $200 million each on
March 17 and 31, and one of $100 million on March 24. The retire-
ment of $100 million on April 7 was the final net bill retirement
during the year.

In continuation of the rise in the rate on Treasury bills which
began in July 1947, the average rate in the fiscal year 1949 was in-
creased gradually from 0.997 percent in July 1948 to a high of 1. 163
percent in February and early March. Thereafter, the average rate
declined to a low of 1.147 percent on May 5. It increased later,
until at the end of June it stood at 1.158 percent. Bids on a fixed
price basis averaged about $56 million a week and amounted in the
aggregate to about 6 percent of all bids accepted.

Further information on Treasury bills is contained in exhibits 5
through 7, and in table 23.

NONMARKETABLE ISSUES

Sales of nonmarketable public issues during the fiscal year 1949
totaled $12.2 billion and redemptions, $9.0 billion. The increase of
. $3.2 billion in the nonmarketable public securities outstanding was
due almost entirely to United States savings bonds and Treasury
savings notes. The table following shows the changes in the amounts
of these two classes outstanding on June 30, 1948 and 1949.

Increase, or
Juﬁﬁgo' Juﬁﬁgo' or decrease
Class of security -
In millions of dollars
United States savings bonds:
Series A-D:
2, 543 1,927 —616
59 73 14
31, 625 33,127 1, 502
19, 105 21, 205 2 100
83,333 56,333 3,000
Treasury tax and savings notes: .
Unmatured. - o oo oo ecemaamceaaas 4,394 4, 860 467
Matured 2 - y 35 32 —4
Total..._.... e ceoceccaeoonenas ' 4,429 4,892 463
Total 2 Classes. . . oo oot mieammees 57,762 61, 225 3,463
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United States savings bonds.—Sales of savings bonds (including dis-
count accruals) exceeded redemptions during the year by $3.0 billion.
Sales amounted to $7.1 billion, issue price. As of June 30, 1949, the
value of the unmatured bonds outstanding, at current redemption
value, totaled $56.3 billion. This amount was 22.3 percent of the
total public debt and guaranteed obligations outstanding, as compared
with 21.2 percent on June 30, 1948. Since their inception in 1935,
savings bonds issued, with accruals added, have totaled $87.0 billion,
and redemptions have totaled $30.6 billion. As of June 30, 1949, the
redemption value of the outstanding bonds was 65 percent of the
amount issued (including accruals). ' '

Series E bond sales in 1949 reversed the declining trend which
. began in the fiscal year 1946. The 1949 sales of $4.3 billion, issue
price, were $252 million larger than in 1948. Series E sales, issue
price, were 60 percent of all savings bonds sold in 1949.

Two limitations on amounts of savings bond purchases were modi-
fied during the year. Individual holders of Series D-1939 savings
bonds, which began maturing January 1, 1949, were permitted to
reinvest the proceeds of the maturing bonds in Series E savings bonds
currently on sale without regard to the $10,000 annusl limitation
(maturity value) on purchases of E bonds, according to an announce-
ment on December 20, 1948. Any part of the proceeds of the matur-
ing Series D-1939 bonds could be reinvested up to such denominational
amounts as the proceeds would fully cover. Earlier, effective for the
period July 1-15, 1948, certain institutional investors were permitted
to purchase Series F and Series G bonds in excess of the $100,000
limitation, up to $1,000,000, issue price, in the aggregate for the

institutions concerned.

" Redemptions of savings bonds have declined each year since 1946,
when they reached their peak. This has occurred in spite of the in-
creasing volume of matured bonds included in the total, and the
growing amount of accrued discount which reflects the lengthening
periods in which the bonds have been outstanding. During 1949,
redemptions of all series totaled $5.1 billion. Redemptions of Series
A-D, including the matured bonds, amounted to $703 million in 1949.

Redemptions of Series E bonds decreased by $295 million to $3.5
billion in 1949. This was the third successive year in which Series E
bond redemptions declined. This decline in 1949 more than offset
the increase of $63 million in the redemptions of Series F and G bonds,
which totaled $835 million, and also offset the increase of $187 million
in redemptions of Series A-D bonds.
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The redemption experience of savings bonds by yearly series is
summarized in the following table. An analysis of these data by
denominations is shown in table 33.

Percent of savings bonds sold in each year redeemed through each yearly period
thereafter 1

[On basis of Public Debt accounts, see p. 351)

Redeemed by end of—
Series and calendar year
in which issued

1 yea{r 2 years | 3 years | 4 years | 6 years | 6 years | 7 years | 8 years | 9 years

Series A through E

OO =TI

Average, Series A-E
issued through Dec. .
31,1941 . _..... 5 10 14 17 20 22 24 26 28

Average, Serles E is-
sued from Jan. 1,
1042 oo 19 29 36 42 45 46 - % 2 [ R,

Series F and G

F-1941 and G-1941___...___.
F-1942 and G-1942.

F-1947 and G-1947.__
F~1948 and G-1948____.____.

Average, Series F and
G issued from May
1,1940. e .. 2 6 9 12 15 18 18 18 18

i
P
©
-
=
)
B
a
?
-
©
Ps
o
h

1

B 0O 0O DD DD D bt =t

Note.—The percentages shown in this table are the proportions of the value of the bonds sold in any

" ealendar year which are redeemed before July 1 of the next calendar year, and before July 1 of succeeding

calendar years. Both sales and redemptions are taken at maturity value. The average percentages shown
above are simple averages of the percentages for the applicable annual series. )

. 1 Percentages by denominations may be found in table 33.

Detailed information on savings bonds from March 1935, when
savings bonds were first offered, through June 1949, is published in
tables 28 through 33.

Treasury notes, tax and savings series.—Treasury savings notes were
sold during the fiscal year 1949 in the face amount of nearly $4.0
billion, over $1.9 billion more than were sold in 1948. Redemptions, .
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including both tax and savings notes, amounted to $3.5 billion. Of
the redemptions, $1.5 billion were applied in payment for taxes and
$2.1 billion were paid in cash. On June 30, 1949, there were $4.9
billion of unmatured savings notes outstanding compared with $4.4
billion a year earlier. (See table 34.)

The sales of Series C savings notes, which began September 14,
1942, was ended at the close of business August 31, 1948, in accord-
ance with an announcement by the Secretary of the Treasury on
August 18. This issue yielded approximately 1.07 percent if held to
maturity. A new issue of Treasury savings notes, Series D, was
announced on August 18, and became available. on September 1, 1948.

Series D savings notes under the initial terms were dated as of the
first day of the month in which purchased, mature three years there-
after, and are issued at par. Interest on the notes accrues each
month from month of issue, on a graduated scale, the equivalent yield
if held to maturity being approximately 1.40 percent per annum.
The amount of accrual each month on each $1,000 principal amount
of notes, from month of issue to month of maturity, follows:

$l_.00? ‘ggﬁ-
cipal
' . . g%g‘;f;sf interest
Half-year periods after month of issue accrual
each month n
er $1,000 (cumulative)
p 4 to end of
period added
First 34 year .o $0.80 $1,004. 80
38 0 d YA e cmcecmamm—eaaan 1.00 1,010. 80
1 to 114 years. - 1.20 1,018.00
114 to 2 years. 1.30 1,025. 80
2 to 216 years..._._. 1.40 1,034.20
214 to 3 years 1.40 1,042. 60

Like Series C, the new notes may be presented in payment of
income, estate, and gift taxes, imposed by the Internal Revenue Code,
after two months from the month of issue. Cash redemptions of the
new notes may be made before maturity after four months from the
month of issue, which compares with the six months applied to Series
C notes. Details of the terms of Series D are given in exhibit 8.

Special short-term certificates of indebtedness.—Special short-term
certificates of indebtedness were sold on June 15, 1949, directly and
solely to the Federal Reserve Banks in the amount of $220 million.
The certificates were issued to cover overdrafts on Treasury balances
at the Federal Reserve Banks in anticipation of the receipt of income
tax payments due June 15. The securities were retired in full on
June 17. Interest was paid to the Federal Reserve Banks at the rate
" of one-fourth of 1 percent per annum. This issue was the first of its
kind since March 1945.
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Special issues.—During the fiscal year the Treasury continued to
issue special series of interest-bearing securities for trust and other
funds deposited in the Treasury. Obligations outstanding increased

by $2.6 billion during 1949 to $32.8 billion as of June 30, 1949. De-
tails appear in table 17.

INTEREST ON THE PUBLIC DEBT

Interest payments on the public debt during the year amounted to
$5,339 million, compared with $5,211 million, daily Treasury state-
ment basis, in 1948. The rise in interest payments during 1949
resulted mainly from higher payments on savings bonds and on
short-term marketable securities. These increases were only partially
offset by decreases in interest payments on marketable bonds, armed
forces leave bonds, and tax and savings notes.

Interest payments by classes of securities on the bas1s of Public
Debt accounts are summarized in the following table.

Increase, or
1948 1049 decrease(—-
Olass of security
In millions of dollars
Marketable:
Treasury bills.._......_____ 132 139 7
Certificates of indebtedness 202 230 28
Treasury notes_...._.__.__ 87 141 63
Treasury and other bonds._ .. ... aaalas 2,740 2,597 —143
Subtotal. .. e cm e 3,161 3,107 —54
Nonmarketable:
Armed forces leave bonds 67 13 —b4
United States savings bonds. .. 1,150 1,327 177
Treasury tax and savings notes 63 57 —5
Treasury bonds, investment serie: 12 24 12
Depositary bonds..._____.____. 6 71 ™
Other .. e eeccceceeeees 1 1 *
Subtotal . .. camccanee 1,298 1,428 ) 129
Special issues to Government investment accounts_.__..___._______ 728 818 89
5,188 5,352 164
23 —13
5,211 5,339

NoTE.—Only the discount currently accruing on savings bonds is included in interest payments. On
the other hand, interest on armed forces leave bonds and savings notes is paid only at time of redemption.

*Less than $500,000.

The computed average rate on the total interest-bearing debt out-
standing on June 30, 1949, was 2.236 percent, compared with 2.182
percent a year earlier. This increase was due principally to the rise
in rates on short-term securities and the continued issuance of non-
marketable and special issues at higher than average rates.

The yields on marketable Government securities on June 30, 1948
and 1949, are shown in chart 5.

8566455—50——7
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TAXABLE 'SECURlTIES
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CHART 5.

Note.—The wholly tax-exempt Panama Canal bonds of 1961, the 2}4’s of September 15, 1948—the only
partially tax-exempt, fixed maturity issue ontstanding on either date—and the bank-eligible 214’s of 1967-72
have been omitted from the chart in order to avoid undue complexity. .

All bank-restricted issues are callable and all partially tax-exempt issués are bank-eligible.



REPORT ON OPERATIONS - 83

CUMULATIVE SINKING FUND

Credits accruing to the sinking fund in 1949 amounted to $620
million which, added to the unexpended balance of $5,969 million
brought forward from the previous year, made available $6,589 million
for the fiscal year 1949. Of this amount, $7 million was used toward
the retirement of the 4% percent Treasury bonds of 1947-52, which
had been called during 1948. The unexpended balance of $6,582
million was carried forward to the fiscal year 1950.

Tables 26 and 27 show the transactions on account of this fund
since its inception on July 1, 1920.

STATUTORY LIMITATION ON THE PUBLIC DEBT AND GUARANTEED
OBLIGATIONS

Section 21 of the Second Liberty Bond Act, as amended by the
Public Debt Act of June 26, 1946, limits the amount of obligations
issued under authority of the act to $275 billion outstanding at any
one time. This limitation applies to the public debt and to those
obligations of Government corporations and other business-type
activities which are fully guaranteed by the United States (except
such obligations held by the Treasury).

As of June 30, 1949, the unused borrowing authorization was $23
billion. An analysis of the public debt and guaranteed obligations
outstanding as affected by the debt limitation is shown in table 20.

OWNERSHIP OF FEDERAL SECURITIES !

Although the increase in gross Federal debt during the fiscal year
1949 amounted to only $0.4 billion, there was an increase of $4.0
billion in the holdings of Federal securities by nonbank investors.
 As a result, debt ownership by the banking system——that is, com-
mercial banks and Federal Reserve Banks—continued its steady
decline since the peak of debt reached on February 28, 1946. Since
the peak, outstanding Federal securities decreased by $27.0 billion
through June 30, 1949. The decline in bank holdings of Federal
securities during the same period amounted to $34.3 billion, while
nonbank investor holdings increased by $7.3 billion. On June 30,
1949, the banking system held only 33 percent of total debt outstand-
ing, as compared with 42 percent at the peak of debt and 39 percent
on June 30, 1941. !

The figures on bank and nonbank ownershxp, along with further
detail on the holdmgs of Federal securities by the various investor
classes, are shown in the following table.

1 Gross public debt, and guaranteed obligations of Federal Government held outside of Treasury.
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Ouwnership of Federal securities, by investor classes for selected dates, 1941—49 1

T 30 Feb. 28 Jume 80
: une 'eb. 28,
Class of investor 1941 19463
1948 1949
Amounts in billions of dollars
Estimated ownership by: ‘
Nonbank investors:
Individuals 8 . iciiciean 11.6 64.6 67.0 68.9
Other nonbank investors:
Insurance companies. 7.1 24.8 23.2 20.9
Mutual savings bank: 3.4 11.1 12.0 11.6
Other corporations and 2.4 27.9 20.7 22.7
State and local governments..._..___.__ - .6 6.7 7.8 8.0
Federal Government investment accounts.. 8.5 28.0 35.7 38.3
Total other nonbank investors...._...... 22.0 98.4 99.4 101.5
Total nonbank investors...___.__..___._..___._ 33.5 163.1 166. 4 170.4
Banks:
Commercial banks. ..ol 19.7 93.8 64.6 . 63.0
Federal Reserve Banks 2.2 22.9 21.4 19.3
Totalbanks. ... 21.8 116.7 85.9 82.4
Total gross debt outstanding....___._..__..____.. .55.3 279.8 252. 4 252.8
Percent of total |
Percent owned by:
Nonbank investors: -
Individuals?.__._ . 21 23 27 27
Other nonbank investors.. ... ... _......._. 40 35 39 40
Total nonbank investors. . ..._......._....... 61 68 66 67
ANKS. - o i cemiaes -39 42 34 33
+  'Total gross debt outstanding. .. 100 100 100 100

; gorln{prfisgs lg'foss public debt, and guaranteed obligations of Federal Government held outside of Treasury.
eak of debt. .
3 Includes partnerships and personal trust accounts,
4 Includes corporations other than banks and insurance companies, savings and loan associations, dealers
and brokers, and investments of foreign balances and international accounts in this country.

Individuals continued during 1949 to add to their holdings of Federal
securities, with net acquisitions during the year of close to $2 billion.
Individuals were, at the close of the year, the largest single investor
group in the entire Federal debt ownership picture. Their holdings of
approximately $69 billion represented 27 percent of the total debt.
Over $48 billion of individuals’ holdings of Federal securities were
savings bonds, with $33 billion in Series E bonds alone. The remain-
ing $21 billion of individuals’ holdings were primarily long-term
marketable securities. ) ' '

Insurance companies held about $21 billion of Federal securities
on June 30, 1949, with more than $15 billion of their holdings in
bank-restricted bonds. Life insurance companies owned $16 billion
of the debt, and fire, casualty, and marine insurance companies,
$5 billion. The preference of life insurance ¢ompanies for pre-
dominantly long-term debt is illustrated by the fact that on June 30,
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1949, their Federal security portfolios had an average length to
first call or maturity of about 14} years,

Mutual savings banks’ holdings of Federal securities amounted to
$11.6 billion on June 30, 1949, with about $9 billion in bank-restricted
bonds. Thé average length to first call or maturity of mutual
savings banks’ portfolios on June 30, 1949, was approximately 12%
years, or & little less than in the case of life insurance companies.
" Holdings of Federal securities by the. group of investors entitled
““other corporations and associations’’ amounted to almost $23
billion on June 30, 1949. Nonfinancial corporations alone held
approximately $15 billion in Federal securities on this date. Of the
remaining $8 billion, over one-third was accounted for by holdingsof
securities by the International Bank for Reconstruction and Devel-
opment and the International Monetary Fund, and by the investment
of foreign balances in the United States. Nonprofit institutions, .
including such groups as fraternal benefit associations, credit unions,
endowments, private pension and welfare funds, labor organizations,
etc., are estimated to account for about $2 billion, with the remainder
comprising holdings by dealers and brokers and by savings and loan
associations. For the group of “other corporations and associations”
as a whole, about $4 billion out of the $23 billion total was invested
in savings notes and nearly $5 billion in savings bonds; about $1
billion was in noninterest-bearing notes issued to the International
Bank and Monetary Fund; and the remaining $13 billion was in
marketable securities.

State and local governments held Federal securities on June 30,
1949, in the amount of $8 billion, to a large extent in marketable
securities. Federal Government investment accounts held $38.3
billion of Federal securities, $32.8 billion of which was special issues.
Investments of the old-age and survivors insurance trust fund, the
unemployment trust fund, veterans’ life insurance funds, and other
retirement funds accounted for the bulk of these holdings.

Commercial banks held $63 billion of Federal securities at the end of
the fiscal year 1949. About $44 billion was invested in bank-eligible
bonds, 75 percent of which were due or callable within 5 years. Com-
mercial banks also held $16 billion of bills, certificates, and notes.
The average length.to first call or maturity of securities held by
commercial banks amounted to slightly over three years as of June
30, 1949, reflecting the policy of maintaining their portfolios of
Government securities in a relatively liquid position. Holdings of
Federal securities by the Federal Reserve Banks amounted to $19.3
billion on June 30, 1949. Their portfolios on that date consisted
of $7.8 billion of bonds, $7.2 billion of certificates and notes, and
$4.3 billion of bills.
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Changes in ouwnership of Federal securities during 1949.—The Federal
debt increase of $0.4 billion during the fiscal year 1949 reflected the
continued expansion of nonbank investors’ holdings during the period
and the further reduction of bank portfolios.

Marketable debt declined during the year by $5.2 billion, three-
fourths of which was in the holdings of securities by commercial and
Federal Reserve Banks. This decline in bank holdings was almost
evenly divided between the commercial banks and Federal Reserve
Banks. At the same time nonmarketable securities, etc., increased by
$5.6 billion, with almost 95 percent accounted for by purchases of
nonbank investors.

Practically all of the acquisition of nonmarketable securities by
commercial banks.during the year was the result of the special offering
of Series F and G savings bonds during July 1948. The increase in
nonbank investors’ holdings of savings bonds accounted for about
half of their $5.3 billion increase in nonmarketable securities etc.,
during the year. The remaining half was accounted for principally
by increases in special issues to Government investment accounts.

The detail on changes in holdings of various types of securities by
nonbank investors, commercial banks, and Federal Reserve Banks
is shown in the following table.

Estimated changes in bank vs. nonbank ownership of Federal securities by type of
' issue, fiscal year 19491 .
[In hillions of dollars]

Change accounted for by

hTotaI.

change in

Class of security amount . Banks

outstand-(Nonbank
ing investors

Commer-| Federal
Total cial Reserve

Marketable securities:
Treasury bills. - ...
Certificates of indebtedness. .
Treasury notes.......__....
Treasury bonds. ... .o ...

Total marketable. ... ool

Nonmarketable securities, ete.:
United States savings bonds._.._..__....____.....
Treasury savings notes........._...
Treasury bonds, investment series..
Armed forces leave bonds.__........._...___....
Special issues to Government investment ac- 4

COUNES . ee e mmmmmmmm e mmmmmemmmmmmmemmes 2.6 2.6 |l
N«%!:es to International Bank and Monetary '
un

c——- -1 -.1
. -1 -.1
Total nonmarketable, ete....._..._............ 5.6 5.3 .3 I 2
Total change_ ______ . ______._. .4 4.0 —3.6 -1.6 -2.0
* Less than $50 million.

1 Gross public debt, and guaranteed obligations of Federal Government held outside of Treasury.
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Purchases of securities from the Treasury during 1949 amounted
to $14.7 billion. Since there were no offerings of marketables for
new money during the year, the purchases represented special issues,
savings bonds and savings notes, and other nonmarketable securities.
As partial offsets to these sales, the Treasury redeemed $9.0 billion of
securities other than marketables during the year. These transactions
affected nonbank investors almost exclusively. .

Payments by the Treasury on marketable issues matured or called
during the year amounted to $5.2 billion. Of this amount, $3.5 billion
was paid on securities held by banks, principally Federal Reserve
Banks. Treasury pay-offs therefore account for all but a small part
of the reduction of bank holdings, since purchases of new securities
approximately offset the small amount of net market sales made by
the banks during the year.

Commercial bank transactions durmg the year resulted in net mar-
ket sales of $1.2 billion. They bought about a billion dollars of bonds

-and half a billion dollars of bills in the market during the period and
sold over $24 billion of certificates and notes. During the year the
Federal Reserve Banks acquired a little over $1}4 billion of bonds and
$1 billion of certificates and notes through market purchases. These
purchases were to a large extent offset by the sale of bills to commercial
banks and to nonbank investors, so that net Federal Reserve Bank
purchases in the market amounted to only $0.7 billion for all securities
combined. The $1} billion of Federal Reserve Bank purchases of
bonds during the year represented a net purchase of approximately
$5 billion of bonds during the first five months of the year and a net
sale of approximately $3% billion during the remainder of the year.
Despite the heavy bond purchases during the early part of the year,
the Federal Reserve Bank total portfolio was $2 billion lower on
June 30, 1949, than it was & year earlier.

Purchases by “other corporations and associations,” which were
the principal nonbank buyers of Federal securities in the market on
net balance during the fiscal year 1949, more than offset the liquidation
of $2.4 billion of Federal securities by insurance companies. Mutual
savings banks sold about half a billion dollars (net) of Federal securi-
ties in the market during the year, an amount just about equal to
net market purchases by individuals.

The figures for transactions in Federal securities for each of the
nonbank investor classes, as well as for commercial banks and the
Federal Reserve Banks, are shown in the following table.

b
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Estimated transactions in Federal securities by investor classes, fiscal year 19491

[In billions of dollars]
Transactions with
Treasury
N?:t t. ’I]‘Jotal
. _ | marke change
Class of investor tfi{cp(ﬁisezn% trans- | in owner-
Pur- cash ma- actions ship
chases turities i
(G
Nonbank investors:
‘Individuals 2. L. RN 6.7 —-53 0.5 1.9
Other nonbank investors: ) .

Insurance COMPANIeS -« oo oo iaeaiaoaoal .3 -2 —-2.4 —-2.3

Mutual savings banks__......._.... R .2 ™ -5 -.3

Other corporations and associations 4. 3.7 —4.5 2.8 2.0

State and local governments.........______. .6 -.5 .1 .2

- Federal Government investment accounts.......... 2.6 -.1 ™ 2.5

Total other nonbank investors. ___._____.._______ 7.4 —5.3 ™ 21

T UV 14.1 -10.6 .5 40

Banks:

Commereial banks. ... oo iiieiiioaoan .6 -1.0 ~1.2 -~16

Federal Reserve Banks_ ... ... . | —~2.7 7 -2.0
Total banks. . ... . .6 -3.7 -.5 —3.6 .

Total all investors. ... .o iiieiiaas 14.7 —14.3 |.ooooo. .4

NoTE.—Special issues, Treastiry bills, and guaranteed securities are included in figures on purchases and
redemptions on basis of net changes in amounts outstanding (rather than gross issuances and retirements).

*Less than $50 million. o

! (ross public debt, and guaranteed obligations of Federal Government held outside of Treasury.

2 Net decline in Treasury bills outstanding is allocated to Federal Reserve Banks, with all other changes
in bill holdings considered to represent activity in the market.

i %Egﬁgee; gc?rr;gggi]?)fss &Yﬁrp sﬁ;%ng:agillssgggcﬁiusﬁgnce companies, savings and loan associations, dealers
and brokers, and investments of foreign balances and international accounts in this country.
As shown in the preceding table, nonbank investors added $4 billion
to their holdings of Federal securities during the fiscal year 1949.
There were divergent trends, however, among the major investor
groups. Federal Government investment accounts acquired $2.6
billion of special issues during 1949, reflecting in large part the con-
tinued accumulation of individuals’ savings in social insurance funds.
Nonfinancial corporations were significant buyers of Federal securities
during the year and accounted for a large share of the $2 billion in-
crease in the ‘‘other corporations and associations” group. This
upward trend in investment in Federal securities represented a re-
versal of the experience during the preceding three years when this
group of investors liquidated about $10 billion of securities, largely
to provide funds for the reconversion period and for early postwar
corporate expansion of plant, equipment, and inventory. Individuals
also added about $2 billion to their holdings of Federal securities
during 1949, mostly because of continued purchases of savings bonds.

Life insurance companies decreased their holdings of Federal secur-
ities by close to $3 billion during 1949, following the trend which began
two years ago as new private investment opportunities appeared in
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the form of an increased supply of mortgages and corporate securities:
Within the insurance company total the life insurance liquidation
was partly offset by. an addition of $0.5 billion by the Federal security
portfolios of fire, marine, and casualty insurance companies:. Mutual
savings banks reduced their holdings of governments by approxi-
mately $0.3 billion during the year while State and local portfohos
rose by about $0.2 billion.

The "decline of $27 billion in the Federal debt from February
1946 through June 1949 compares with an increase of more than twice
that amount in all other debt of the country combined during the
same period. Federal securities now constitute 51 percent of the
total debt of the United States. This compares with 62 percent at
the peak of Federal debt but is more than double the 23 percent ratio

“of Federal to total debt in 1939. Federal securities continue to.
dominate the investment portfolios of the large financial institutional
groups throughout the country and to-account for a mgmﬁcant por-
tion of individuals’ holdings of hquld assets.’

The table following summarizes the net changes in 'ownershlp of
Federal securltles for each of the last 3 years.

Changes in ownersth of Federal securities by investor classes ﬁscal years 1947—49 t

[In billions of dollars]
Class of investor 1947 1048 1949
Nonbank investors: . )
Individuals .. e iieieccccmenaan . 3.0 -~0.1 L9
‘Other nonbank investors: )
Insurance companies.. -2 —~1.8 —2:3
Mutual savings banks 7 —.2 -~:3
Other corporations and associations 3.. —-3.0 -1.5 2.0
State and local governments. - . ... - .6 .7

Federal Government investment accounts..c................ 3.7 2.9 2.5
Total other nonbank investors. ... ..o ..ol 1.8 .1 ‘2.1
Total nonbank INvestors. . ... oo iaiciinaes 48| =1 4.0

Banks: : : ' o
Commercial banks. .- oo oo ccccecmccceann —14. 4 —~5.4 ~16
Federal Reserve Banks . ... oo iiiiiimiciiaaaas ~1.9 -.5 -2.0
Total banKS. . -« o temccmacammeeeea -16.4 -5.9 -3.6
Total Change. - - et —11..5 ~6.0 .4

Note.—For data from 1941 to 1946 see 1948 annual report, p. 39.

1 Comprises gross public debt, and guaranteed obligations of Federal Govemment held out51de of
Treasury. X

2 Includes partnerships and personal trust accounts. K X .

3 Includes corporations other than banks and insurance companies, savings and loan associations, dealers
and brokers, and investments of foreign balances and infernational accounts in this country.

Nonbank investment in Federal securities of $4 billion in the fiscal
year 1949 more than accounted for the entire increase in total liquid
assets of nonbank investors during the year. Savings accounts in
commercial banks increased $0.5 billion during 1949, but nonbank
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investors’ holdings of currency and checking accounts together
decreased by a billion dollars. Expansion in all types of nonbank
holdings of liquid assets in the year ended June 30, 1948, was held to
a low level by the record Treasury surplus of $8.4 billion during that
year. With the Federal Government running at a deficit of $1.8
billion during 1949, the dominant factor holding down the expansion
of liquid assets this last year was the fact that there was only a
$134 billion increase in private bank credit (commercial bank loans
and holdings of corporate and municipal securities) for the year
as a whole, as compared with an increase of nearly $7 billion in 1948.!

CORPORATIONS AND CERTAIN OTHER BUSINESS-TYPE ACTIVITIES
OF THE GOVERNMENT

During the fiscal year 1949 the Treasury, in accordance with the
President’s recommendation in his 1948 Budget Message and certain
provisions of law, continued to adjust the interest rates on advances
to Government corporations and certain agencies to keep such rates
closely in line with the interest cost to the Treasury on its borrowings.
In most cases the interest rates now in effect are based upon the average
rate on outstanding marketable obligations of the United States. As
a matter of general practice the interest rates charged the corporations
and agencies are stated in terms of the nearest one-eighth of 1 percent
under such -average rate. On June 30, 1949, the computed average
interest rate on outstanding marketable obligations of the United
States was 2.001 percent, resulting in a rate of 2 percent for the
corporations and agencies involved. In instances where the advances
by the Treasury are of a short-term character or involve special con-

_siderations, lower rates have been established to coordinate these rates
with the interest cost to the Treasury of its short-term borrowings.

Table 66 shows, by corporations and agencies, the amounts of
obligations authorized to be outstanding and the amounts actually
outstanding, as of June 30, 1949, separated as to Treasury holdings
and securities held by others.

In order to show the status of the Government’s interest in Govern-
ment corporations and certain other business-type activities, the
Treasury Department compiles balance sheets from reports received
from such corporations and activities which are published quarterly
in the daily Treasury statement. Such balance sheets as of June 30,
1949, will be found in table 71 of this report. These balance sheets
show the amount and classification of the assets, liabilities, and net
worth of the various corporations and activities. The net worth is
divided between that owned by the United States Government and
that owned by private sources.

1 Table 108 presents data on the relationship between Federal fiscal operations and the Nation’s financial
structure during the years 1941-49. .
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A comparative statement of the combined ‘net investment of the
United States w1th respect to Government corporatlons and certain
other business-type activities, as of June 30, 194049, is given in table
70. Income and expense of individual corporations and activities in
1949 are shown in table 72. Sources and uses of their funds in 1949
are published in table 73.

The most significant legislative changes during 1949 affecting cor-
porations were certain amendments to the National Housing Act.
By these amendments the amount of mortgages that could be insured
under the National Housing Act was increased from $10.1 billion to
$13.2 billion as follows: '

. Increase (in
Title Act millions)

National gousing Act, as |.

amended:
Title I ocoee.e June 28, 1941 (Public Law 138, 77th Congress), letter of the $1, 000
President dated Dec. 30, 1 )
Juéy 15, 19)49 effective .Tune 30, 1949 (Public Law 171, 8lst 1300
: DETes!
Title VI __..._.......[| Aug. 10,1948 (Public Law 901, 80th Congress).._.__.__........_. 400
Letter of the President dated June 22,1949 . __.___ 400
Title VII ... .... Aug. 10, 1948 (Public Law 901, 80th Congress) ._......._.... 1,000
B Y O O VRN 3,100

! In addition, authorization could be increased with approval of the President, which approval was given
by letter from the President dated Ji uly 25, 1949,

In addition, the authonzatlon to incur total liabilities under Title I
for insured renovation and modernization loans was increased from
$165 millions to $200 millions in accordance with the act of August
10, 1948. The unused mortgage insurance authorizations at the end
of the fiscal year 1949 amounted to $2,294.3 millions.

SECURITIES OWNED BY THE UNITED STATES GOVERNMENT

Securities owned by the Government on June 30, 1949, consisted
principally of capital stock, bonds, and notes of Government corpora-
tions; securities evidencing loans made to farmers, railroads, home
owners, foreign governments, etc.; and notes evidencing United States
subscriptions to the International Bank for Reconstruction and
Development and to the International Monetary Fund. The net
face value of these securities amounted to $17,003 million, exclusive of

-$12,660 million of principal obligations of foreign governments arising
out of World War I.

_A statement of the securities owned by the Government on June 30,
1949, other than foreign government obligations of World War I, is
shown in table 76, together with an explanation of the increase or
decrease in these securities during the fiscal year 1949.
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INTERNATIONAL FINANCIAL AND MONETARY DEVELOPMENTS

EuroreaN RECOVERY PROGRAM

Operations under the European Recovery Program were the domi-
nant factors in international finance during the fiscal year 1949. By
the Economic Cooperation Act of April 3, 1948 (title I of the Foreign
Assistance Act), and the related appropriation act of June 28, 1948,
funds totaling $5 billion were made available for the first year of the
program. Of this amount $4 billion could be used for either loans
or grants, and $1 billion, to be derived from public debt transactions,
was provided solely for loans and for limited guaranties to United
States investors in approved projects, with the guaranties totahng
not more than $300 million.

The act of April 3, 1948 established an Economic Cooperation Admin-
istration (ECA) to operate the assistance program. The assistance
was to be furnished to European countries prepared to participate
in a joint recovery program based upon self-help and mutual coopera-
tion. Soon after the act was signed, the participating nations, which
in July 1947 had associated themselves in a Committee for European
Economic Cooperation (CEEC), set up the Organization for European
Economic Cooperation (OEEC) as a continuing body to promote their
own concerted recovery efforts. To assure coordination of the pro-
gram with the other financial activities and policies of the United
States, the act made the Administrator for Economic Cooperation a
member of the National Advisory Council on International Monetary
and Financial Problems.

Prior to the creation of the Economic Cooperation Administration,
considerable work had been done by the CEEC and by various United
States Government agencies to estimate the relative needs for assist-
ance of the participating countries. Much difficult work still
remained, both in Europe and in Washington, to achieve a final allot-
ment of the available funds.

Grants totaling approximately $4 billion were allocated, mainly
as direct grants, but partly in the form of “conditional aid.” Con-
ditional aid was given in conjunction with a plan embodied in the
Agreement on Intra-European Payments and Compensations signed
by the participating countries in October 1948. The primary purpose
of the.plan was to reduce payments difficulties which were hampering
the maintenance and expsnsion of intra-European trade. - The plan
required the participating countries to estimate the surpluses and
deficits of payments they expected to have with each other during a
specified period if trade between them proceeded at a level in keeping
with their recovery plans. For this level of trade to be maintained,
the deficit countries would have to find sufficient means of payment
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acceptable to the surplus countries.. As matters stood, Belgium, for
example, was able to export to France goods and services to a value
substantially in excess of the value of the goods and services which
France could export to Belgium. France, however, not holding
sufficient Belgian credits and lacking the necessary margin of gold or
dollar reserves, was unable to make the excess purchases from Bel-
gium. Under the payments plan, part of the ECA dollar grants
allotted to Belgium was made conditional upon Belgium’s granting
an equivalent amount of aid, called ‘“drawing rights,” in Belgian francs
to France. The estimated net payments indebtedness between each
pair of participating countries was thus covered by the extension, in
the creditor’s currency, of drawing rights: which the debtor country
could utilize to make purchases from .its creditor. Each creditor
country was required to extend such drawing rights as a condition
of receiving an equivalent amount of ECA conditional dollar- aid
to meet part of its own dollar needs.
~ Of the $1 billion authorized for loans and investment guaranties,
$27.7 million was set aside for guaranties, leaving the remaining
$972.3 million to be distributed as loans. Loans were allotted only
to those participating countries which were deemed capable of support-
ing new credit obligations, and the allocation was made in accordance
with an appraisal of each country’s long-term capacity to repay dollar
loans and with due regard to the volume and types of grant assistance
furnished it. The loans mature at the end of 1983, with amortization
payments commencing June 30, 1956, and bear interest at 2}4 percent,
with payments beginning December 31, 1952. In accordance with
the Economic Cooperation Act, the administrative work in connee-
_tion with the loans was carried out by the Export-Import Bank.
The act provided for consultation between the Administrator for
Economic Cooperation and the National Advisory Council on the
types of assistance to be extended and the terms to be applied.
Accordingly, the Administrator requested the Council’s advice on
these problems. The report of the Council for the period October 1,
1948-March 31, 1949 (exhibit 14, table V), shows the allocation of
loans, direct grants, and conditional aid made to each country by the
Economic Cooperation Administration after consultation with the
Council. C '
Each country receiving commodities and services financed by ECA
grants was required to deposit in a special account a commensurate
amount of its own currency. Five percent of this local currency
counterpart fund was allocated to the use of the United States Govern-
ment for administrative expenses and for the purchase of strategic
materials. The other 95 percent was to be held or used within the
depositing country, by agreement between it and the Administrator
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in consultation with the National Advisory Council, for purposes
consistent with the objectives of the act, including internal monetary
and financial stabilization, the stimulation of productive activity, and
the exploration for and development of new sources of wealth.

The plan for counterpart funds was adopted as one means of assist-

ing the recipients of ECA aid in promoting internal financial stability
and in facilitating the financing of projects essential to recovery.
During the fiscal year the Administrator consulted with the Council
on the numerous proposals made by the participating countries for
the use of counterpart funds. In each instance the use of the funds
had to be carefully considered in the light of prevailing conditions.
In its report for the period April 1-September 30, 1948 (exhibit 13),
the Council commented on counterpart funds as follows:
“The proper utilization of these funds may contribute to the achieve-
ment of a sound fiscal policy and may also finance needed investments.
The use of the local currency counterpart funds is, however, only one
factor in bringing about improvement in European finances and must
be supplemented by other fiscal and monetary measures.”

Early in 1949 the ECA, with the concurrence of the National
Advisory Council, submitted to the Congress its request for an ap-
propriation for continuance of its activities. Since the first year of
the program, for which $5 billion had been provided, expired at the
beginning of April 1949, funds were requested for April-June 1949, as
well as for the fiscal year 1950. The Congress authorized $1,150
million for the remaining quarter of 1949 and $4,280 million for the
succeeding fiscal year. Authorization was also given for the use of
funds from public debt transactions to make guaranties up to $150
" million less the amount which had been allocated for that purpose prior
to April 3, 1949. Pénding the enactment of appropriation legislation,
the Reconstruction Finance Corporation was authorized to advance
up to $1 billion for the purposes of the recovery program. '

During the hearings on the extension of the program, the Secretary
of the Treasury as Chairman of the National Advisory Council pre-
sented to the appropriate congressional committees a statement of
the Council’s recommendations on the financial aspects of the pro-
gram (exhibit 15). The Secretary stated that, largely as a result of
United States assistance in the period before and since the start of
the European Recovery Program, the participating countries, with
few exceptions, had ‘“reached a level in their production equal to or
above their prewar levels, although, of course, population has increased
in the meanwhile.” He noted, however, that while some of the coun-
tries participating in the program had ‘“made substantial progress
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toward attaining internal financial stability * * * in others
more effort is needed to increase revenues and to eliminate unnecessary
expenditures * * * In addition to internal stabilization meas-
ures,” the Secretary pointed out, ‘“‘greater efforts must be made by
the European countries in their export efforts so that they can become
self-supporting in their international transactions after 1952.”
In discussing the question of the.amount of assistance which might
reasonably be extended in the form of loans, the Secretary as Chair-
“man of the National Advisory Council recommended to the Congress
that the Administrator be authorized, with the advice of the Council,
to determine when aid should be on a loan basis and in what amount.
He pointed out that many of the ERP countries had already con-
tracted substantial amounts of dollar debts; and he indicated that if
the recipient countries had to obligate themselves for too large
amounts of additional loans under the program, the long-term objec-
tives of the program would be in danger. He stated that a prudent
use of discretionary power to extend loans or grants by the Admin-
istrator would keep the field open for long-range investment projects
to be financed through the private capital market and permanent
lending agencies. '

Otuer FinanciaL AssisTaNcE ProGrams

In addition to the $5 billion provided for the European Recovery
Program, the Foreign Assistance Act of 1948 and the related appro-
priation act made available approximately $2 billion for other assist-
ance programs. This included an allotment of $1.3 billion to the
Department of the Army for government and relief in occupied areas
(GARIOA), $400 million for economic and military assistance to
China, and $225 million for special programs of military aid to Greece
and Turkey; the balance was divided between the International -
Refugee Organization and the International Children’s Emergency
Fund.

Effective January 1, 1949, the President assigned to the Economic
Cooperation Administration the responsibility for administering
economic aid to the newly established Korean Government Prior to
this time assistance had been administered by the Department of the
Army. Unexpended funds from the GARIOA appropriation for
Korea were transferred to the Economic Cooperation Administration.
Korea, like the European countries receiving ECA assistance, was re-
‘quired to make deposits of local currency commensurate with the
dollar cost of supplies and services furnished it on a grant basis.

Of the $400 million appropriated for aid to China, $275 million was
provided for economic aid to be administered in accordance with the
applicable provisions of the Economic Cooperation Act. Military
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and economic developments during 1949 severely restricted the im-
plementation of the program. The economic situation in Nationalist
China deteriorated rapidly, inflation continued unchecked, and by
the end of the fiscal year the Chinese currency had become worthless.
In April 1949, Congress extended, from April 2, 1949, to February 15,
1950, the period for which the $275 million previously appropriated
was to provide economic aid. The unutilized balance of this. $275
million, as of June 30, 1949, was approximately $108.3 million.

- Early in December 1948, the National Advisory Council reviewed
the request, prepared by the Department of the Army, for an appro-
priation to be used for the economic recovery of Japan. The postwar
Japanese economy had been characterized by acute inflationary con-~
ditions, which made economic controls difficult, and contributed to an
imbalance in and a low level of trade. On the basis of assurances that

-economic stabilization would be expedited, the Council offered no
objection to the proposed appropriation request. -During.1948 the

Council also reviewed the exchange rate problems of Japan. In April.
1949 the Supreme Commander for the Allied Powers (SCAP) in
Tokyo, following consultation with the National Advisory Councﬂ
authorized an exchange rate of 360 yen per dollar.,

Tre MILITARY ASSISTANCE PROGRAM

In March 1949 the Council reviewed, with special reference to the
possible impact on the European Recovery Program, certain of the
financial aspects of the Military Assistance Program which was under
consideration by the Administration. Particular attention was given
to the financial terms of such assistance as might be extended.

Gorp Poricy aAND OPERATIONS

During the year the Treasury maintained without change its policy
of standing ready to buy gold at the official price from all legal holders
and to sell gold, freely also at the official price, to foreign governments
and central banks for legitimate monetary purposes. A handling
charge of 4 of 1 percent is applied on both types of transactions. The
Treasury also continued to sell gold for legitimate industrial, profes—
sional, and artistic purposes.

The total value of foreign gold offered to the Treasury during the
fiscal year 1949 was $1,036 million, and the requests from foreign gov-
ernments and central banks to purchase gold with dollars, all of which
were carried out, totaled $168 million. This volume of sales of gold
to the United States, both gross and net, was much lower than the
volume during the two preceding fiscal years.



" REPORT ON OPERATIONS 97

InTERNATIONAL MONETARY FUND AND INTERNATIONAL BANK ‘FOR
RECONSTRUCTION AND DEVELOPMENT

The Boards of Governors of the Fund and the Bank held their
third annual meetings in Washington, September 27 to October 1,
1948. The Secretary of the Treasury, as Governor of both institu-
tions, attended. The Boards of Governors reviewed the annual
reports, amended certain by-laws of the orgamzatlons, and acted on
applications for membership and for ad]ustments in quotas and
subscriptions. .

During the year the Fund engaged in several exchange transactions
and concurred in certain par value changes, while the Bank concluded
a number of new loans. The United States Executive Director con-
cerned consulted the National Advisory Council as to his position
on each occasion.

The Fund sold dollars in exchange for the currencies of India,
Brazil, Union of South Africa, Czechoslovakia, Egypt, Costa Rica,
Nicaragua, and Ethiopia. Sales were also made to Norway of Belgian
francs for Norwegian kroner and of United States dollars for gold.
In May 1949 Costa Rica became the first country to repurchase some
of its own currency from the Fund, making payment in dollars and
gold. Changes were effected in the par values of the Colombian peso,
the Djbouti franc of French Somaliland, and the Mexican peso.
Fund approval was also given to an initial par value for the Yugoslav
dinar and the Brazilian cruzeiro. The Fund advised several of its
members as to the policies appropriate for deahncr with their foreign
exchange problems.

The Bank made loan commitments of $137.1 million. These
comprised $75 million to finance the expansion of hydroelectric power
and telephone facilities in Brazil, $34.1 million for electric power
development in Mexico, $16 million for the purchase of steel and
electric power equipment by Belgium, and $12 million to Dutch
_ shipping companies for the purchase of merchant vessels. These
loans raised the Bank’s total loan commitments, as of June 30, 1949,
to $650.1 million: 3 ,

In June 1949 legislation was enacted permitting member banks
of the Federal Reserve System to deal in securities issued or guar-
-anteed by the International Bank. This legislation is expected to

contribute to a broader market in the Umted States for the Bank’s
obhgatlons

ExprorT-IMPORT BANK OF WASHINGTON

The National Advisory Council has statutory responsibility for
coordinating, in the field of international finance, the policies and

856455—50——8 O L S
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operations of United States agencies. As the agency of the United
States Government expressly established to make foreign loans, the
Export-Import Bank seeks the advice of the Council on proposed
loans. During the year, the Export-Import Bank authorized new
credits totaling approximately $174 million. This total included
$100 million to the Government of Israel and loans to ten Latin
American Republics, Canada, Finland, and Liberia. Apart from its
loan activities under the Export—Import Bank Act of 1945, the Bank,
as previously noted, was made the administering agency for loans
(as well as guaranties) negotiated on behalf of ECA under the Foreign -
Assistance Act of 1948.

UNITED STATES-MEXICAN STABILIZATION AGREEMENT

On June 17, 1949, with the approval of the Council, a United States-
Mexican Stabilization Agreement was executed, supplementing the
agreement between the two countries entered into in May 1947.
In July 1948 Mexico had ceased to support its initial par value of 4.855
pesos per dollar, and the Supplemental Stabilization Agreement was
signed following acceptance by the International Monetary Fund of a
new par value of 8.65 pesos to the dollar (see exhibit 18). The 1947
Agreement had made available from the United States Stabilization
Fund $50 million for the purchase of Mexican pesos to stabilize the
. United States dollar-Mexican peso rate of exchange. To help main- .
tain the new par rate, the supplemental agreement of June 1949
augmented by $12 million the $13 million remaining under the original
agreement.

Tre PRESIDENT'S PROGRAM FOR UNDERDEVELOPED AREAS

In his inaugural address of January 20, 1949, the President outlined
a program, now known as Point IV, “for making the benefits of our
scientific advances and industrial progress available for the improve-
ment and growth of underdeveloped areas.” This program, while re-
cognizing that the greatest contribution to the economicdevelopment of
" underdeveloped areas would have to be made by the local populations,
called for United States participation in the form of technical as-
sistance, the fostering of United States private investment in these
areas, and, when appropriate, development loans by international
and United States Government lending agencies. The National
Advisory Council considered the financial aspects of the program and,
particularly, proposals designed to encourage investment in foreign
countries by United States private capital. These proposals con-
‘templated (1) the negotiation of treaties to assure fair treatment
abroad for such investments, (2) United States Government guaranties
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to investors against losses arising out of risks peculiar to foreign in-
vestments, such as the inconvertibility of foreign exchange, and,
possibly, the expropriation or nationalization of properties and
international war, and (3) amendments to United States tax laws to
provide additional incentives to investments in foreign countries.

Berrin CurrENCcY PROBLEM

The United States, the United Kingdom, and France made further
efforts to reach agreement with the Soviet Government for the
establishment of a uniform currency for Berlin. But the negotiations
again failed, and in March 1949 the Deutsche mark was declared to
be the sole legal tender in the Western sectors of Berlin, although the
Soviet mark was allowed to circulate in those sectors. '

JoINT BraziL-Unirep StaTes TecHNICAL CoMMISSION

In February 1949 a Joint Brazil-United States Technical Com-
mission, which had been engaged since September 1948 in an analysis
of the factors in Brazil which tended to promote or to retard the
economic development of that country, completed its report to the
two governments. The report was subsequently made public. The
creation of such a commission had been agreed upon by the United
States Secretary of the Treasury and the Brazilian President and the
Minister of Finance during the Secretary’s visit to Brazil in 1947.

Foreien Funps CoNTROL

During the fiscal year 1949 Foreign Funds Control was liquidated.
Prior to its liquidation it took steps to carry out the program described
on pages 47-50 of the Annual Report of the Secretary of the Treasury
for the fiscal year ended June 30, 1948. The most important of these
steps was a census taken on Form TFR-600 of assets blocked in the
United States as of June 1, 1948. This census revealed that assets
worth approximately a billion dollars were still blocked and showed
that of this amount approximately half were held in the names of
nationals of countries receiving aid from the United States pursuant
to the European Recovery Program. Information with regard. to
this latter class of assets was turned over to the appropriate Western
European governments to help them to obtain control over such
assets. ' , ' :

On October 1, 1948, the Attorney General assumed jurisdiction with
respect to assets in the United States remaining blocked as of that
time, and, accordingly, the files and records of Foreign Funds Control
were turned over to the Office of Alien Property, Department of
Justice, on that date.
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. TAXATION DEVELOPMENTS

No major revenue legislation was enacted during the fiscal year
1949. The following section briefly summarizes the revenue programs
suggested to the Congress by the President. Proposed legislation
providing for social security revision, on which the House Ways and
Means Committee held hearings during the year, is summarized in
section II. Miscellaneous revenue legislation taking effect during the
fiscal year is listed in exhibit 21. :

I. Tae PresipeEnT’s ReEvENUE PrOGRAMS

On July 27, 1948, in his anti-inflation message to the Special
Session of the 80th Congress, President Truinan recommended that
an excess profits tax be re-established in order to provide a Treasury
surplus and act as a brake on inflation. H. R. 7109, providing for
the reimposition of the excess profits tax, was introduced and referred
to the Committee on Ways and Means on August 4, 1948, but was
not considered by the Congress.

In his Budget Message of January 3, 1949, the President recom-
mended new tax legislation to raise revenues by $4 billion. He said,
“In a period of high prosperity it is not sound public policy for the
Government to operate at a deficit. A Government surplus at this °
time is vitally important to provide a margin for contingencies, to
permit reduction of the public debt, to provide an adequate base for
future financing of our present commitments, and to reduce infla-
tionary pressures.”’

On January 5, 1949, in his State of the Union Message, and in his
Economic Report submitted to the Congress on January 7, 1949,
the President .stated that the principal source of this additional
revenue should be additional taxes on corporate profits. A portion
should come from revised estate and gift taxes, and consideration
should be given to raising personal income tax rates in the middle and
upper brackets. In his Economic Report, he expressed the view
that some additional excise taxes might be desirable, but 6ther excise
taxes, particularly on oleomargarlne, should be repealed. .In addi-
tion, he recommended an increase in social security contributions
under existing and extended social insurance programs. The Presi-
dent expressed the opinion that this would exert an anti-inflationary
effect in addition to that of the $4 billion increase in taxes he recom-
mended. He also stated that the national tax policy should be flexible
and should be promptly adjusted to the changing needs of business
and consumers in the course of evolving economic events. .
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- Secretary Snyder in his statement before the Joint Committee on
‘the Economic Report on February 10, 1949, supported the President’s
recommendation to increase revenues by $4 billion. He declared
that it is- vitally important that the Federal Government have a
substantial surplus in periods of prosperity to permit a reduction in
the public debt. He urged the Congress to enact a tax program,
as suggested by the.President, as soon as possible.

II. Prorosep REvISION OF THE SociAL SECURITY Acr

On January 5, 1949; in his Message on the State of the Union, the
President advised the Congress to expand the social security program,
both as to size of benefits and extent of coverage, against the economic
hazards due to unemployment, old age, sickness, and disability. - He
said, “The present coverage of the social security laws is altogether
inadequate, and benefit payments are too low. One-third of our
workers are not covered. Those who receive old-age and survivors
insurance benefits receive an average payment of only $25 a month.
Many others who cannot work because they are physically disabled
are left to the mercy of charity.”

During the year the House Ways and Means Committee held
public hearings on the Administration’s social security program.
Testimony was received on the public assistance and welfare features
-of social security from February 28 through March 23, 1946, and on
old-age, survivors, and disability insurance from March 24 through
April 27. Commissioner Schoeneman of the Bureau of Internal
Revenue, who appeared as a witness on April 1, 1949, presented the
Bureau’s views concerning the administrative problems involved in
connection with the proposed extension of coverage under the bil]
H. R. 2893 (see exhibit 20).

“The Ways and Means Committee’s draft of a new bill (H. R. 6000)
to extend and improve the Federal old-age and survivors insurance
system and to amend the public assistance and child welfare provisions
of the Social Security Act was introduced by Chairman Doughton on
August 15, 1949.

_ ESTIMATES OF RECEIPTS
(On the basis of existing legislation)

The Secretary‘o_f the Treasury is reduired each yeai"to prepare and
submit in his annual report to the Congress estimates of the public
revenue for the current fiscal year and for the fiscal year next
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ensuing (Public No. 129, 59th Congress, February 26, 1907). The
estimates of receipts from taxes and customs are now made by the
Treasury Department in December of each year on the basis of legis-
lation existing at the time of making the estimates. The estimates
‘of miscellaneous receipts are prepared in general by the agency de-
positing the receipts in the Treasury.

The details of estimated and actual receipts are shown in table 117
which includes receipts under proposed legislation. The term ‘net
budget receipts’” as used in this report has the same significance as
the term “budget receipts’” used in the Budget document.

ToraL aAND NET BUDGET REcEIPTS.

Estimated net budget receipts of $37,763.2 million and $37,245.6
million in the fiscal years 1950 and 1951, respectively, continue the
decline in net budget receipts from the postwar peak of $42,210.8
million reached in 1948. The decline of $3,965.1 million in net budget
receipts in 1949 resulted from the tax reductions incorporated in the
Revenue Act of 1948. The relatively small declines of $482.4 million
and $517.6-million estimated for 1950 and 1951 result principally
from an estimated falling off in receipts from corporation income and
excess profits taxes and the continuing decline in miscellaneous re-
ceipts.

Total receipts, before deductions for refunds of receipts and the
appropriation to the Federal old-age and survivors insurance trust
fund, are estimated at $42,185.3 million in 1950 and $41,911.7 million
in' 1951 as compared with actual total receipts of $42,773.5 million
for 1949. Receipts from the individual income tax and miscellaneous
internal revenue are estimated to remain relatively unchanged in the
‘three fiscal years. Receipts from corporation income and excess
profits taxes and miscellaneous receipts are estimated to show sub-
stantial declines. Employment taxes are estimated to increase in
the fiscal year 1950 as a result of a change in method of collection
and an increase in tax rate, and in the fiscal year 1951 as a result of a
full year’s collection under the higher tax rate.

As is shown in the table that follows the relative importance of the
various tax sources remains stable throughout the period from 1948
through 1951. The most significant change in any tax source is
estimated to occur in employment taxes, which increase from 5.2
‘percent of total receipts in 1948 to 8.0 percent in 1951. The nontax
source, miscellaneous recelpts shows a steady decline from 8 3 percent
in 1948 to 2.6 percent in 1951.
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Percentage distribution of total receipts, by sources

Actual, Actual Estimated,| Estimated,
Source 1948 1949 ' 1950 | 1951
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Total receipts. oo oo oo oaaos 100.

1 Includes Railroad Unemployment Insurance Act receipts.

FiscaL Year 1950

Actual receipts in the fiscal year 1949 and estimated receipts in
1950 are compared by major sources in the following table.

Actual, Estimated, | Increase, or
1949 1950 decrease (—)
Source :
In millions of dollars
Individual income tax......... 17,928.6 17,971.0 42.4
Corporation income and excess 11,553.7 11,175.0 -378.7
Miscellaneous internal revenue. _ 8,348.0 8,328.0 —20.0
Employment taxes ! ...l __ - 2,486.7 3,047.7 561.0
Customs... ..o .- 384.5 375.0 -9.5
Miseellaneous receipts. - oo oiooan 2,072.0 1,288.6 —783.4
Total receipts. v oo eeeaas 42,773.5 42,185.3 -588.2
Deduct:
(a) Appropriation to Federal old-age and survivors insur-
ance trust fund - ... 1,690.3 2,245,0 554.7
(b) Refunds of receipts. - .- oacoaeonoma L 2,837.5 2,177.0 —660. 5

Net budget receipts. . oo oo 38,245.7 37,763.2 —482. 4

! Includes Railroad Unemployment Insurance Act receipts.,

Net budget receipts in the fiscal year 1950 are estimated to amount
to $37,763.2 million, a decrease of $482.4 million from actual net budget
receipts in 1949. The largest decline is attributable to miscellane-
ous receipts, which for the most part represent receipts from nontax
sources. Net tax receipts are expected to increase despite the declines
estimated for the corporation income and excess profits taxes, miscel-
laneous internal revenue, and customs, because of the large decrease
in the deduction item ‘“Refunds of receipts”. The large increase esti-
mated in receipts from employment taxes does not affect net budget
receipts significantly as the entire amount collected under the Federal
Insurance Contributions Act, which is responsible for nearly all of the
increase in receipts from employment taxes, is transferred to the Fed-
eral old-age and survivors insurance trust fund.
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Indimlddal income tazes.—The details of the yield of the individual
income tax are shown in the following table.

Actual, Estima’ted, Increase, or
1949 1950 decrease (—)
Source :
In millions 61 dollars
Withheld .ot teccccccccemm————— 9,841.5 9,839.0 -~2.5
Not withheld .o ieaean 8,087.1 8,132.0 44.9
Total individual income X . . ooeneeooo oo 17,928.6 17,971.0 42.4

Estimated receipts from the individual income taxes are slightly
higher in the fiscal year 1950 and remain relatively unchanged from
actual receipts in 1949.

Corporation income and excess profits tazes.—The details of the yleld
of the taxes from this source are shown in the table following.

Actual, | Estmated. | Docrese
Source
In millions of dollars
TNCOM® £AX . - e e e oo et e a e e e g e 11,342.6 11,075.0 —267.6
Excess profits taxes . - oo ccecccnm e 211.0 100.0 —~111.0
Total corporation income and excess profits taxes....... 11,553.7 11,175.0 —378.7

Corporation income tax receipts in the fiscal year 1949 reflect in-
comes of calendar years 1947 and 1948, while receipts in the fiscal
year 1950 reflect incomes of the calendar years 1948 and 1949. De-
creased corporation profits in the calendar year 1949 are responsible
for the decline in receipts. Excess profits tax collections, which in
both 1949 and 1950 almost entirely represent back tax collectlons are
expected to decline in the fiscal year 1950.

Miscellaneous internal revenue.—Collections from thls source by
major groups are listed in the following table.

Actual, Estimated, Incréase, or
1949 1950 decrease (—)
Source L
In millions of dollars

Estate and gift t8xes. ..ol 796.5 697.0 —90.5
Liquor taxes-........... A4 221006 - 2,247.0 36.4
Tobacco taxes. - 1,321.9 1,338.0 16.1
Stamp taxes............___. - 72.8 7.0 —1.8
Manufacturers’ excise taxes. - 1,761.2 1,793.0 31.8
Retailers’ excise taxes....._____._.___ R T 449.2 426.0 -23.2
Miscellaneous excise taXes._ - -._..._.o ..o _..__ - 1,758.9 1,756.0 -2.9
Adjustment to daily Treasuty statement basis. . =231 |l 23.1
Total miscellaneous internal revenue. ... - 8,348.0 8,328.0 —20.0
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Miscellaneous internal revenue receipts are estimated to decrease by
$20.0 million in 1950. - In this group the estimated decline of $99.5
million in collections from estate and gift taxes reflects the effects of
the Revenue Act of 1948 which allows special treatment of transfers
between spouses. Collections from other major items of this group
show relatively small changes, reflecting current consumption trends.
Collections from the tax on passenger automobiles are expected to
increase significantly in the fiscal year 1950 as receipts reflect the peak
production months of the calendar year 1949 reached in the latter part
of the year, as well as the high production period of the calendar year
1950 which is expected to be attained early in that year. b

Employment taxes —The yields of the various employment taxes are
as follows:

|- Actual, | Estimated, | &
- “lo9 1950 | [Inerease.
Source
In millions of dollars

Federal Insurance Contributions Act _________________________ 1,690.3 2,245.0 554.7
Federal Unemployment Tax Act.. . 222.8 223.0 .2
Railroad Retirement Tax Act......_... 563.8 570.0 6.2
Railroad Unemployment Insurance Acf 9.7 L A O D,
Total employment taxes..._......__ e 2,486,7 3,047.7 C o B6L0

Deduct: Appropriation to Federal old-age and survivors in- e R
surance trust fund . .. ieacaccaae 1,690.3 | 2,245.0 5547
Net employment taxes......... S, 796.4 - 802.7 63

1 Not classified as an employment tax under the Internal Revenue Code.

An increase in tax rate and a changed method of collection are
responsible for most of the increase in receipts from employment
taxes in the fiscal year 1950 as compared with 1949. The tax rate
under the Federal Insurance Contributions Aect increased from 1
percent each on employer and employee to 1}; percent effective
January 1, 1950. Also effective January 1, 1950, collections of this
tax from certam employers are. payable on a monthly, instead of a
quarterly, basis. The change in the method of collection results in
estimated recelpts in the transition year of 1950 somewhat in excess
of one year’s liabilities.

Customs.—Customs recelpts are estlmated to amount to $375. 0
million in the fiscal year 1950, a shght decrease from the $384.5
million of actual receipts for 1949." ‘

Miscellaneous receipts—Miscellaneous receipts are estimated to
amount to $1,288.6 million in the fiscal year 1950, a decrease of
$783.4 million from actual receipts in 1949. Receipts from sales of
surplus property are expected to decline. In addition, certain
receipts, notably for the Farmers’ Home Administration and public
housing programs, which were formerly deposited to miscellaneous
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receipts, are now deducted from the expenditures of the programs
involved. These accounting changes have no effect on the surplus or
deficit.

Refunds of recevpts.—Refunds of receipts are estimated to amount to
$2,177.0 million in the fiscal year 1950 as compared with actual refunds
of $2,837.5 million in 1949. Refundsin 1949 were considerably above
~ what would be expected in the absence of change in revenue law,
" principally because of the large overwithholding in the first four
months of the calendar year 1948 prior to the passage of the Revenue
Act of 1948, which decreased rates and 1ncreased exemptlons retro-
actively to January 1, 1948,

Fiscar Year 1951

Estimated receipts in the fiscal years 1950 and 1951 are compared
by major sources in the following table.

Estimated, | Estimated, | Increase, or
1950 1951 decrease (—)
Source :
In millions of dollars
Individual DCOMe EAX - - .o oo oo eomomoeoeeeeomceeceecemeeees 17,971.0 18,246.0 275.0
Corporation income and excess profits taxes........ - 11,175.0 10, 518.0 —657.0
Miscellaneous internal revenue ... ....... R 8,328.0 8,334.0
Employment taxes ! 3,047.7 3,342.9 205.2
Customs._........... 75.0 375.0 | cceacmacee
Miscellaneous receip 1,288.6 1,095.8 —192.8
Deduc Total recelpts..........._.._........._....-..a ...... SN 42,185.3 41,911.7 —273.6
e
(a) Appropnatxon to Federal old-age and survivors insur-

rust fund 2,245.0 2,515.0 270.0
2,177.0 2,151.1 | ~25.9
Net budget receipts S 37,763.2 37,245.6 —517.6

-1 Includes Railroad Unemployment Insurance Act receipts.

Net budget receipts in the fiscal year 1951 are estimated to amount
to $37,245.6 million, a decrease of $517.6 million from estimated net
budget receipts in 1950. The decrease in receipts from corporation
income and excess profits taxes is the principal factor in this decline.
The decrease estimated for miscellaneous receipts is offset by esti-
mated increases in receipts from individual income taxes and in
receipts from miscellaneous internal reveriue. The major portion of
the increase estimated for employment taxes does not affect net
budget receipts.
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Individual income taxes.—The detail of the yield of the individual
income tax is shown in the following table.

-Estimated Estimated,
1950 ' 1951 Increase
Source
‘In millions of dollars
L 17T SR 9,839.0 10,075.0 236.0
Not withheld. - . e 8,132.0 8,171.0 39.0
Total individual income tax. ... 17,971.0 18,246.0 275.0

Receipts from income tax withheld are primarily responsible for
the increase in individual income taxes. Receipts from the individual
income tax not withheld are expected to increase slightly.

Corporation income and excess profits taxes.—The details of the taxes
from this source are shown in the following table.

Estimated, | Estimated,
1950 1951 | Decrease
Source :
In millions of dollars
INCOmMe taX - - oo oo e cemcmmemceeee 11,075.0 10, 458.0 —617.0
Excess profits tax. - - - 100.0 60.0 —40.0
Total corporation income and excess profits taxes.....--. 11,175.0 10,518.0 —-657.0

The combined corporation incomes for the calendar years 1949 and
1950, which are reflected in receipts in the fiscal year 1951, are esti-
mated to be less than the combined incomes for the calendar years
1948 and 1949, which are reflected in receipts in the fiscal year 1950,
and corporation income tax receipts are estlmated accordingly to be
less in the fiscal year 1951.

Miscellaneous internal revenue.—Collections from this source -by
major groups are shown in the following table.

Estimated, | Estimated, | Increase, or
1950 1951 decrease (—)
Source
In millions of dollars

Estate and gift taxes. . ...ooeeemcmmecaeeaa 697.0 602.0 -5.0
Liquor taxes. . e mmm——mmmmmmmm e mm—————— 2,247,0 2,200.0 43.0
TobaCCO taX0S. oo oe e ecm e cceeem e — - 1,338.0 1,352.0 140
Stamp taxes..__.__._.__... —— 71.0 68.0 -3.0
Manufacturers’ excise tazes_......... - 1,793.0 1,705.0 -88.0
Retailers’ excise taxes_..___...._. ———- . 426.0 . 5.0
Miscellaneous excise taxes 1,756.0 1,796.0 40.0
Total miscellaneous internal revenue 8,328.0 8,334.0 6.0
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- Miscellaneous .internal revenue receipts are estimated to increase
slightly in the fiscal year 1951 as compared with estimated receipts
for 1950. Collections from most of the excise tax groups are expected
to increase in. 1951 but are partially offset by a decline in collections
from the tax on passenger automobiles from the abnormally high
level estimated for 1950. »

Employment taxes.—Receipts from the various employment taxes
are shown in the following table.

Estimated Estimated,
1950 1952 | Increase

Source

In ﬁﬁill‘ions of dollars

Federal Insurance Contributions Act 2,245.0 2,515.0 270.0
Federal Unemployment Tax Act__. 223.0 224.0 1.0
Railroad Retirement Tax Act......_. . 570.0 594.0 24.0
Railroad Unemployment Insuranoe Act !l . 9.7 9.9 2
Total employment taxes. . ... _oooeoo_on 3,047.7 3,342.9 ©295.2

Deduct: Appropriation to Federal old-age and survivors in-
surance trust fund - ... 2,245.0 2,515.0 270.0
Net employment taxes . e etans 802.7 827.9 25.2

1 Not classified as an employment tax under the Internal Revénue Code.

- Receipts from employment taxes are estimated to increase in the
fiscal year 1951 as compared with the estimated receipts for 1950.
Receipts under the Federal Insurance Contributions Act are respon-
sible for the largest part of the increase. Receipts in the fiscal year
1951 will reflect a full year’s liabilities under the higher rate effec-
tive January 1, 1950, whereas receipts in  the fiscal year 1950 will
reflect only a part year effect. The increase of receipts in the, fiscal
year 1951 would be greater were it not for the fact that receipts in the
fiscal year 1950 will reflect more than one year’s liabilities because of
the changed method of collection effective January 1, 1950.

Customs.—Customs receipts are estimated to be $375.0 million in
the fiscal year 1951, continuing at the same level estimated for 1950.
- Miscellaneous receipts.—Miscellaneous receipts, reflecting a con-
tinuation of the decline in receipts from sales of surplus property,
are estimated to amount to $1,095.8 million in the fiscal year 1951,
as compared with estimated receipts of $1,288.6 million in 1950.

" Refunds of receipts.—Refunds of receipts in the fiscal year 1951 are
estimated to be shghtly less than refunds in 1950.
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ESTIMATES OF EXPENDITURES

Actual expenditures for the fiscal year 1949 and estimates for the
fiscal years 1950 and 1951 are summarized in the following table.
Further details will be found in table 117. The estimates are based
upon figures submitted to the Congress in the Budget for 1951.
Actual budget expenditures for the fiscal year 1949 and estimated expenditures for

1960 and 19511
{In millions of doliars. - On basis of 1951 Budget document]

X Actual, Estimated, | Estimated,
Unit fiscal year ﬁsc%s%ear fiscal year
Agriculture Department:
Commodity Credit Corporation. ... ... 1,653.0 1,555.5 925.8
Other .. o e 1,096.5 1,297.8 1,489.6
. Atomic Energy Commission. . 620.9 673.0 816.8
Civil Service Commission.. 243.9 325.2 353.3
Commerce Department... 661.8 834.3 877.5
Defense Department. 13,985.1 14, 525.8 14,111.7
Economic Cooperation Admi :
EUropean IeCOVeTY o oo oo oo oo 4,039.7 3,805.1 33,250.0
ther . ... . 131.7 181.1 .1
Export-Import Bank of Washingt —56.8 71.4 47.8
Federal Security Agency 4. _._.____ 1, 312 8 1, 545.3 2,231.8
General Services Administration.... 507.7 797.2 920.7
Housing and Home Finance Agency-. —77.2 —49.1 116.5
Interior Department. .. 484.8 637.7 752.5
Labor Department ¢__. 15.3 156.8 229, 5
U. 8. Maritime Commis; 133.3 162.2 222.3
Mutual defense assiStNCe .- --.--o--oooooooo oo eeeeenae 160.0 645.0
Post Office Department (general fun 533.6 572.8 163.9
Railroad Retirement Board........._ 593.6 612, 9 603. 5
Reconstruction Finance Corporation. 355.5 1,034.0 1,128.5
State Department _ - .. cimaiaaos ,316.7 358.4 285.1
Treasury Department: )
Interest on the pubhc [ 751 <3 I 5,352.3 5,725.0 5,625.0
h 734.1 663.3 700.3
- 6, 556.6 6,765.9 5,989, 2
stcellaneous forelgn aid funds appropriated to the Preside: b | 77.9 155.0
Reserve for contingencies 50.0 175.0
All other 5 667.3 622, 5
Adjustment to daily Treasury stateme 2724 fo | .
Total budget expenditures. ..o oooeomooaeeooo.l 40, 057.1 43,296.6 42,438.8

t These figures are taken from the 1950 Budget document. They are based upon the Treasury’s Combined
Statement of Receipts, Expenditures and Balances, and therefore differ frora figures published in the daily
Treasury statement. X

2 Includes expenditures made out of Foreign Economic Cooperation trust fund pursuant to see. 114 (f) of
the Economic Cooperation Act of 1948.

3 Includes certain funds for other foreign-aid programs.

4 The Bureau of Employment Security was transferred from the Federal Security Agency to the Labor
Department, effective in August 1949.
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GENERAL ADMINISTRATION

The general administration of the Treasury Department during
the ﬁscsﬁ year was marked by significant extensions of certain manage-
ment techniques already in use in the Treasury. At the beginning
of the fiscal year 1948 the Secretary of the Treasury established a
committee to direct management studies of the Bureau of Internal
Revenue, The committee is composed of Department and Bureau
- headquarters and field personnel and is charged with the duty of
reviewing and advising the Commissioner of Internal Revenue on the
many-sided management problems of the Bureau of Internal Revenue
and the results of management studies, an all-encompassing project
which will extend over a period of several years. The Commissioner
engaged the management firm of Cresap, Mc¢Cormick &  Paget to
conduct an evaluation of the work processes and procedures of Collec-
_tors’. offices. This was one of the first management studies made in
the Bureau by an outside management firm. Results thus far from
this and other internal studies have been beneficial and it is hoped
that within the next fiscal year significant 1mplementat10n of the
proposals will have been accomplished.
Meanwhile, the Treasury’s over-all management program proceeded
steadily. The application of the findings of the management studies
of the Bureau of Customs and the United States Coast Guard, con-
ducted by the McKinsey & Co. management firm and Ebasco Serv1ces
Inc., was carried much further. A final evaluation of these studies is
not yet available because of the long-range character of many of the
proposals.
Throughout the year work simplification continued: to be empha-
sized in the principal operating bureaus of the Department. This .
" program was first initiated in the Bureau of Internal Revenue and has
since been applied to the Fiscal Service (consisting of the Bureaus of
Accounts and Public Debt and the Office of the Treasurer of the
United States), the Bureau of Federal Supply (since July 1, 1949, a
part of the new General Services Administration), the United States
Secret Service, the Office of Administrative Services, and the Bureau
‘of Customs. The Bureaus of the Mint and of Engraving and Printing
both have utilized certain parts of the program, although the appli-
cation is necessarily limited in those bureaus because of the manu-
facturing characteristics of their operations.
There were also certain steps taken to 1mpr0ve budgeting in the
- Office of the Secretary. All of these programs have been in line with
a general management program to simplify organization and stream-
line operations. Ome of the more important budget improvements
was the assimilation of the Division of Personnel budget into the Office
of the Secretary budget. This step brought the Office of Personnel
into the group designated as the Office of the Secretary. The responsi-
bilities of the Director of Pérsonnel were not changed inasmuch as he
continues to advise the Office of the Secretary on personnel policy
and to supervise the. Department’s decentralization of personnel
operations which has been under way for some time.
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In the field of cash awards the Treasury made progress in general
decentralization of the operations of that program. Toward the end
of the fiscal year the regulations governing the cash awards program
- were revised in order to decentralize to the bureaus, offices, and divi-
sions the payment of awards of $25 or less for certain types of sugges-
tions. This will undoubtedly reduce the work load at the depart-
mental and bureau levels and should expedite final action on sugges-

tions at all levels. This program, which was begun in August 1947, .
has brought an estimated savings to the Department of about a half

million dollars. To date there have been received 12,034 suggestions

by all committees, of which 8,321 have been forwarded to the depart-

mental committee. Of this number, 7,824 suggestions have been

acted upon by the departmental commlttee 1,133 have merited

adoption, and awards have been-paid totaling more than $25,000.

BUREAU OF THE COMPTROLLER OF THE CURRENCY !

» The Bureau of the Comptroller of the Currency is responsible for
" the execution of laws relating to the supervision of national banking
associations. . Duties of the office include those incident to the
formation and chartering of new national banking associations, the
establishment of branch banks, the consolidation of banks, the con-
version of State banks into national banks, the issuance and retire-
ment of preferred stock, and the issuance of Federal Reserve notes.

CHANGES IN THE CONDITION OF AcTivE NATIONAL BANKS

The total assets of the 4,993 active national banks in the United
States and possessions on June 30, 1949, amounted to $85,099 million,
as compared with the'total assets of 5,004 banks amounting to
$85,341 million on June 30, 1948, a decrease of $242 million durin the
year. The deposits of the banks in 1949 totaled $78,451 million,
which was $549 million less than in 1948. The loans and securities
totaled $63,708 million, a decrease of $136 million during the year.
Capital funds of $5, 828 million were $282 million more than in the
preceding year.

The assets and liabilities of the active national banks are shown in
the following statement.

Abstract of reports of condition of active ndtional banks on the date of each report
from June 30, 1948, to June 80, 1949

[In thousands of dollars}

June 30, | Dec. 31, | Apr. 11, June 30,
1948 (5,004 | 1948 (4,997 | 1949 (4,996 | 1949 (4, 993
banks) banks} banks) ba.nks)

ASSETS )
Loans and discounts, including overdrafs......_l...._.__.. 22,303, 042| 23,818, 513| 22, 941,026( 22, 578, 120
U. S. Government securities, direct obligations______._.____ 36, 226, 156| 34,977,410 34, 582, 806 35, 595, 411
Obligations guaranteed by U. S. Government. _ .- 5 , 8531177 0% , 087
Obligations of States and political subdivisions.__._______.. 3,207,888 3, 190 189 3,289,963 3,410,267

Other bonds, notes, and debentures 1,943,659 1,898,185 1,901,718 1,959,419
Corporate stocks, mcludmg stocks of Federal Reserve Banks..| . 158,271 159, 716 161, 062 16!

Total loans and 3ec1mtm RN 63,844, 267| 64,046,866\ 62,876,575| 63,707,913

1'More detailed information co.ncerhing the Bureau of the Comptroller of the Currency is contained in
the annual report of the Comptroller.

'y
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Abstract of reports of condition of active national banks on the date of each ieport
Jrom June 30, 1948, to June 30, 1949—Continued .

[In thousands of dollars]

June 30, | Dee. 31, | Apr.11, | June 30,
1948 (5,004 | 1948 (4,997 | 1949 (4,996 {1949 (4,993
banks) banks) | banks) banks)

AssETs—Continued

Cash, balances with other bahks, including reserve balances,

and cash items in process of collection. . ......_._..__.____ 20,465,498/ 23,024, 269] 20, 855, 906| 20, 376, 181
Bank premises owned, furniture and fixtures 5 573, 557 584,507| . 587,617
Real estate owned other than bank premises.._.........._. 8,635 9, 559 10, 051 12, 351
Investments and other assets indirectly representing bank .

premises or other realestate. ... ___________..... 45,337 43,794 45, 262 48,414
Customers’ liability on acceptances outstanding...___._____ 112, 554 113, 097 89, 356 75,325
Interest, commissions, rent, and other income earned or .

accrued but not collected... oo oo ... - 143, 780 152, 578 146,977 150, 161
Other 888et8. - u v oo oo e eem e eecieeaalos 167,154 171,332 156, 426 141, 488

Total asSets. - o v eeienocicmie st cme e 85,341,112 88,135,052 84, 765, 060| 85,099, 450
LIABILITIES - ’ .

Demand deposits of individuals, partnerships, and corpora-
tions 45,203, 667( 47,004, 636| 44, 318, 284] 44, 470, 804
18, 830, 881| 18,828, 056| 18, 907, 230 19,008, 719
1,367,862| 1,504,408 1,815,957 1,451,478 .
5,175,811 5,230,758| 5,294,587 §5,398,970
7,305,787) 7,843,607 6,887,424 6,946,245

Deposits of U. S. Government and postal savings.
Deposits of States and political subdivisions_.._..
Depositsof banks. .. ceonooceieiaanas

Other deposits (certified and cashiers’ checks, ete.) ... ... 1,115,980| 1,236,551 887,431 1,175,252
- Total dePosits. ... oemae e 78,999, 988| 81, 648,016 78,110, 913| 78,451,468 .
Demand deposits. .o oo 59, 820,739 61,937,877| 58,249,770| 68,367,215
Time deposits - 19,679, 266| 19,710,139] 19,861,143| 20,084,258
Bills payable, rediscounts, and other liabilities for borrowed

INODOY - oo demmccon o mmnmsmczamccemc e R 42,871 41, 330 89, 553 14,123
Mortgages or other liens on bank premises and other real

L] g AU . 278! - 201 261 274
Acceptances executed by or for account of reporting banks -

and outstanding. ... - 125,465 127,337 97,866] 83,860
Interest, discount, rent, and other income collected but not )

223 o 1T AR R 99, 644 108, 995 111,109 116, 661
Interest, taxes, and other expenses accrued and unpaid..___ 207, 388 216, 222 238, 366 225, 396
Other liabilities. ... - el 319, 710 321,973 339, 598 379,765

Total liabilities. oo oo oo 79,795, 344 82,464, 164] 78,987, 666( 79, 271, 547

. CAPITAL ACCOUNT!
Capital stock .- 1,804,803 1,828,759 1,905,026 1,907,058
Surplus.._...._. - 2,451,488| 2,510,495 2,478,494 2,506,653
Undivided profits. - - 971,091 1,009,365 1,068,755 1,084,283

318, 386 322, 269 325, 119 329, 009
Total capital accounts. 5,545,768 5,670,888) 5,777,394 5,827,903
Total liabilities and capital accounts..__.._....______ 85,341, 112| 88, 135, 052{ 84, 765, 060| 85,099, 450

Reserves and retirém

SumMaRY oF CHANGES IN NUMBER AND CAPITAL STOCK OF
Nationan BanNks

The authorized capital stock of the 4,994 national baunks in existence
on June 30, 1949 (including 1 bank chartered during the year but not
open for business as of that date), consisted of common stock aggre-
gating $1,885.6 million, an increase during the year of $104.5 million;
and preferred . stock aggregating $22.6 million, a decrease of $1.5
million. The total net increase of capital was approximately $103.0
million. - During the year charters were issued to 25 national banks
having an aggregate capital of over $3.8 million. There was a net
decrease of 12 in the number of national banks in the system by
reason of voluntary liquidations and statutory consolidations.
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More detailed information regarding the changes in the number
and capital stock of national banks in the fiscal year 1949 is given in
the following table.

Organizations, capital stock changes, and liguidations of national banks, fiscal

year 1949
Capital stock
Number
of banks
Common Preferred
Charters in force June 30, 1948, and authorized capital stock 1.... 5,006 | $1, 781, 086, 357 | $24, 109, 977
Increases: B .
Charters iSSUed. - - - oo e iceeceneaaan 25 3, 825, 000 50, 000
Capital stock: . )
108 cases by statutory sale 9, 438, 930
145 cases by statutory stock dividend. ... ___._.... - 96, 598, 555
39 cases by stock dividend under articles of association_... 932, 150
2 cases by conversion of preferred stock._ . ____..__._______ 92, 000
6 cases by statutory consolidation......_. 1,660,000 | - 1,500,000
1 case by increase in par value of stock SN R, 588, 000
Total INereases. oo oo oecccacocaaccacana- R, 25 112, 546, 635 2, 138, 000
Decreases: .
Voluntary liquidations. . . . ... 31 6,830,000 |_i__..______
Statutory consolidations 6 -
Capital stock:

88 cases by retirement 2. __._._

6 cases by statutory reduction._ . 412, 500
2 cases by statutory consolidatio: 775,000 |- ——e
1 case by decrease in-par value of stock 300, 000
Total decreases. - - oo e e 37 8,017, 500 3, 681, 002
Net Change . - oo oo oo eeae =121 +104, 529,135 | —1, 543, 002
Charters in force June 30, 1949, and authorized capital stock 1.... 4,004 | 1,885,615492 | 22,566,975

I These figures differ from those shown in the preceding table. June 30, 1948, figures include 2 banks that -
discontinued business but were not in formal liquidation on that date. June 30, 1949, figures include 1
bank, with common stock, that was chartered but not open for business on June 30, 1949.

2Includes preferred stock retired by a few banks on or before June 30, 1949, but not officially reported
until after that date.

. BUREAU OF CUSTOMS

The principal functions of the Bureau of Customs are to enter and
clear vessels; supervise the discharge of cargo; ascertain the quantities
of imported merchandise, appraise and classify such merchandise, and
assess and collect the duties.thereon; control the customs warehousing
of imports; inspect international traffic by vessel, highway, railway,
and alr; review protests against the payment of duties; determine and
certify for payment the amount of drawback due upon the exportation
of articles produced from duty-paid or tax-paid imports; prevent
smuggling, undervaluations, and frauds on the customs revenue; issue
documents and signal letters to vessels and prepare publications and
reports in connection therewith; apprehend violators of the customs
and navigation laws; enforce the ‘Antidumping Act; and perform
certain duties under the Foreign Trade Zones Act. : '

Revenue CoLLEcTIONS

The total revenue collected by Customs in the fiscal year 1949 was
$515,241,518 as compared with $542,078,499 in 1948, a decrease of
5 percent. These totals include items collected for other governmental
agencies such as internal revenue taxes for the Bureau of Internal
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Revenue and head taxes for the Immigration Service. Actual collec-
tions from duties, fines, penalties, forfeitures, etc., amounted to only
$388,470,747, a decrease of 9 percent from the previous year’s total
of $425,825,969. The bulk of customs collections consists of duties
paid by importers at the time of the entry of merchandise or when
withdrawn from warehouse for consumption. The types of collections
during the last two years are shown in table 8.

The decline in collections in the fiscal year 1949 was due chiefly
-to the reductions in rates of duty provided.by the General Agreement
on Tariffs and Trade, most of which became effective on January 1,
© 1948. These lower rates affected collections for only the last half of
the fiscal year 1948 but for the full fiscal year 1949, For the first 6
months of 1949, collections were almost at the level of those for the
corresponding period of 1948; but for each of the last six months of
1949, collections were well below the level of those for corresponding
months of 1948,

Although collections declined in 1949, the quantity of imported
merchandise showed an increase of 5 percent over 1948. As an
example, 12,430,000 gallons of distilled liquor were imported in 1948,
and the duties collected amounted to  $24,673,000; in 1949 a larger
volume, 13,522,000 gallons, was 1mp0rted and the duties collected
were only $2O 050 000.

The largest smgle source of customs revenue in recent years has
been from importations of unmanufactured wool. In 1949 such
importations totaled 311 million pounds as compared with 457 million
pounds during 1948, with a corresponding reduction in revenue.

Imports of cane sugar, another important source of customs revenue,
exceeded those of 1948 by a small margin, 7,573 million pounds being
imported in 1949 as compared with 7,243 million pounds in 1948.
The 1949 importations, however, included more than 900 million
pounds brought in free from the Philippine Islands as compared with
less than one fifth that amount in the previous year. The reduction
in the volume of dutiable sugar together with the decrease of approxi-
mately one third in the rates of duty on sugar resulted in a yield in
duties and taxes of only $36,805,000 in 1949 as compared with $47,-
839,000 for the previous year.

The many changes in commodity classifications and the rates of
duty resulting from the General Agreement on Tariffs and Trade,
with subsequent changes as others of the signatory nations comphed
with the terms of the Agreement, have made it impossible to compute
duty collections by tariff schedules and countries for all of the months
since January 1, 1948. The tables usually appearing in this report
covering duty collections by country have, therefore, again been
omitted this year and the collections by tariff schedules show only the
months for which computations have been completed. The latter
data appear in table 88.

The largest amount of revenue continues to be collected at New
York City where $165 million, or 43 percent of the total collected in
all districts, was turned over to the Treasury. This constitutes a
decrease of almost 8 percent from the total collected at New York
City during the previous year. Most of the districts along the
Canadian border showed a substantial increase in customs collections,
but outside of those districts only 7 customs districts collected more
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in 1949 than in the previous year. At Boston, where approximately
three fourths of the customs collections are the result of importations
of unmanufactured wool, the 1949 total was only two thirds that of the
previous year. At Philadelphia, also an important wool and sugar
importing district, there was a decrease of more than 13 percent in
cogfctions. Customs colléctions by customs districts are shown in
table 85.

The decrease in customs collections was accompanied by an increase
in the value of dutiable imports from $2,491 million in 1948 to $2,847 .
million during 1949. This increase in value appears to be due to a
somewhat greater volume of imported commodities rather than to -
an increase i unit costs. Normally 70 percent of customs revenue is
derived from specific duties based on the quantity rather than on the
value of the merchandise, and only 30 percent from goods dutiable at
ad valorem or compound rates where an increased value might effect
an increase in revenue. The reduction in rates of duty after January
1, 1948, was sufficient, therefore, to more than offset such increase in
the volume of the goods dutiable at specific rates, while the increase
in unit costs was insufficient to prevent a decline in revenue on such
imports as carried an ad valorem rate of duty.’

MoveMENT oF PERsONS BY VEsSELS, TRAINS, AIRPLANES, AND

AuToMOTIVE VEHICLES . »

Almost 84 million persons arrived at this country’s seaports and
crossed the land borders during the fiscal year 1949, an increase of
almost 2 million over the previous year. A continued increase in
foreign travel by aircraft prevailed in most of the customs districts,
although more than half of the total arriving in this country arrived
at the airports in Miami, Florida, and New York City. Tables 90
and 91 show the volume of traffic into the United States in 1948 and
1949.

EnTrIES OF MERCHANDISE

Commercial importations as represented by consumption entries,
warehouse entries, and warehouse withdrawals showed a substantial
~increase over the previous fiscal -year. The increased volume of
tourist travel was reflected in an increase of 10 percent in the number
of baggage entries filed. Mail importations, on the other hand, de-
clined slightly. Informal entries declined substantially, presumably
because of the increase in the exemption from duties allowed on mer-
chandise purchased abroad by American residents under the act of
May 19, 1948 (62 Stat. 242). Table 89 shows the number of each of
the important types of entries for the fiscal years 1948 and 1949.

DrawBack TRANSACTIONS

Drawback, amounting to 99 percent of the customs duties paid at
the time the goods were entered, is allowed on the export of merchan-
dise manufactured from imported materials. The total drawback
- allowed in 1949 was $9,378,768 as compared with $10,430,065 in the
previous year, a decrease of 10 percent. One unusual item during
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1949 was the large amount of drawback allowed on imported materials
" used in the construction and equipment of vessels built for foreigners. -
This item was more than 43 times the drawback allowed for this pur- -
pose in 1948. The more important items used in manufacturing
exported products during 1949 were wool, sugar, tobacco, aluminum,
copper, and petroleum, on each of which a smaller amount of drawback
was paid in 1949 than in the previous year. .Tables 92 and 93 show
the drawback transactions for 1948 and 1949.

ProTESTS AND APPEALS

The number of protests filed by importers against the rate and
amount of duty assessed or other action by the collectors continued
to increase in 1949. Appeals for reappraisement filed by importers
who did not agree with the appraiser as to the value of merchandise
were more than double the number of the previous year. Both in-
creases were presumably due to the system of dual currency invoked
in many countries with resulting confusion as to the true value of the
merchandise for customs purposes. The following table shows the
number of protests and appeals filed and acted upon in 1948 and 1949:

. Protests and appeals 1948 1949 Pg{gﬁggge

Protests: :
Filed with collectors by importers. - .. ... oo ... 9, 567 10, 635 11.2
Allowed by colleetors. - .o 422 579 37.2
Denied by collectors and forwarded to customs court...._._._._ ... 7, 660 9, 563 24.8
Appeals for reappraisement filed with collectors.. ... ... .. 5,156 11,114 115.6

APPRAISEMENT OF MERCHANDISE

The increase in the volume of imported merchandise in 1949 resulted
in an increase of approximately 6 percent in the number of packages
examined. The increasein paper work connected with appraisement’
was even greater. There were 1,105,646 invoices handled in 1949,
an increase of 9 percent over the previous year and an increase of more
than 25 percent over the pre-war year 1939. S

At two ports, Chicago and Baltimore, the handling of foreign mail
packages was transferred from the post office to the appraisers’stores
and a similar move is under consideration at-four of the Pacific coast
ports.

CustomMs INFORMATION EXCHANGE

The Customs Information Exchange, located in New York, N. Y.,
is a central clearing house for information with respect to the classi-
fication and valuation of merchandise by Customs appraisers. The
reports received and .records maintained are designed to provide
uniformity of decision among the various appraisers throughout the
Customs Service. The work of the Customs Information Exchange
was maintained at about the same level as in 1948, as shown in the
following table: ‘
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. Percentage

Activity : 1948 1949 increase, or

decrease (—)
Appraisers’ report of value or classification received. ... 28,648 | . 31,936 | 11.5
Differences in classification reported U 2, 569 2,819 | . 9.7
Differences in value reported..___________ o 4,118 3,805 . =76
Requests for foreign investigations. ... ... ____________ 629 628 -.2

- LABORATORIES

The nine customs laboratories, maintained for the purpose of testing
representative samples of imported merchandise to aid in determining
the correct assessment of duties, tested 73,251 samples or practically
the same number as in 1948, There was a sharp increase in the num-
ber of samples of ores and metals tested and a decrease in the number
of samples of sugar and wool. Samples of ore, sugar, and wool con-
stituted. 60 percent of the total number analyzed

During the year the chief chemist of the Boston laboratory devel-
oped a new sampling tool which is expected to provide considerable
economies in labor, equipment, and other costs of sampling and testing
wool, one of the largest revenue-producing imported commodities.

Law ENFORCEMENT ACTIVITIES

The law enforcement activities of the Customs Service consist of
the seizure of merchandise which has been fraudulently declared or
illegally introduced into this country and of the investigation of viola-
tions discovered after the entry of merchandise. Fewer seizures were
made in 1949 than in 1948; and while a smaller value of seizures was
also reported, this resulted largely from the inclusion in the 1948 total
of almost $1,600,000 of seized lottery tickets which intrinsically had
little or no commercial value. The number of automobiles and trucks
seized was approximately the same as in 1948, while twice as many
boats were seized as in the previous year. ~Seizures of ordinary mer-
chandise, while much fewer in number, were approximately the same
in value as in 1948. Seizures of narcotlcs were less numerous: and
yielded a smaller quantity of narcotic drugs than in the previous year.
As compared with 4,639 ounces of raw opium seized 1n 1948, only
1,736 ounces were seized in 1949. This was largely of Turkish,
Indian, and Iranian origin and was most frequently seized at Atlantic
coast ports. The intensive opium poppy destruction campaign con-
ducted by the Mexican Government resulted in a reduction in seizures
of smoking opium along the Mexican border. Maribuana seizures,
however, showed a sharp increase, over 2,350 pounds having been
seized in 1949, most of it on the Mexican border, as compared with
1,650 pounds in 1948. Indications point to. the abandonment of
opium smuggling by smuggling rings operating on the Mexican border
and to the diversion of their efforts to marihuana smuggling. The
smuggling of distilled liquors also declined in 1949 and the value of
such seizures was only one fifth that of the previous year.

Seizures for violations of customs laws are shown in tables 94 and 95.



ADMINISTRATIVE REPORTS 121

INVESTIGATIVE AND PATROL AcCTIVITIES

The investigative arm of the Customs Service, the Customs Agendy
Service, investigates all important criminal cases covering the viola-
tions of the customs laws and also conducts many other examinations

where expert investigative ability is needed. A larger number of -

investigations were conducted in 1949 than during the previous year,
_ and- many important recoveries were effected as the result of the in-
vestigations. In one case undervaluation to the extent of approxi-
mately 25 percent on importations of Swiss watch movements caused
the shipper or importer to incur penalties amounting to more than
$500 thousand. Three important cases of diamond smuggling, each
involving female plane passengers carrying false bottomed baggage,
resulted in the recovery of almost $300 thousand worth of cut diamonds.
Three tubes of toothpaste carried by another plane passenger.led to
the discovery of jewelry in the tubes. Difficulty with the gauge on
one of its alcohol tanks led to the discovery on a trans-oceanic airplane
of lottery tickets having a face value of $3,250 thousand. ~One case
which started as a routine narcotic smuggling investigation disclosed

a-plot to smuggle.a large quantity of firearms and ammunition from.
this country to Mexico. In another case a customs officer in the San -

Diego district cooperated with the Navy Shore Patrol and other en-
forcement officers to arrest three armed gunmen guilty of kidnapping
and highway robbery. These are a'few of the many activities of the
investigative service. '

In the course of their regular duties customs personnel often discover
violations of other than customs laws. During 1949, 25,314 seizures
were made for other governmental agencies; 25,243 of which were for
the Department of Agriculture.  In addition, 45 persons were appre-
gended, of whom 22 were for the Immigration and Naturalization

. Service.

Table 96 summarizes the invesbigatilon activities during the last

2 years.
ForeieN TrADE ZoONES

Although the business of Foreign Trade Zone No. 1 in New York
continued at a reasonably high level, a smaller tonnage passed through
the zone than during the previous year. Operations at Foreign Trade
Zone No. 2 in New Orleans continued at a substantial level. For the
first full year of its operations Foreign Trade Zone No. 3, in San
Francisco, which began its operations June 10, 1948, received almost
11,000 tons of goods valued at more than $3,250 thousand despite
the west coast waterfront strike which prevented water-borne arrivals
during the fall of 1948. This zone handles a large variety of com-
modities and collected more than $150 thousand in duties -on goods
brought from the zone for use in the United States. It is expected
that foreign trade zones will be established at Los Angeles and Seattle
during 1950.

LEcaL ProBLEMS AND PROCEEDINGS

No new problems of unusual interest were involved in the legal
decisions which were considered by the Customs Service during 1949.
The continued expansion of the work of the foreign trade zones led to

-
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considerable investigation and advice in this field, especially in the
consideration and recommendations regardmg the applications for
new zones on the west coast.

Considerable work was done in collaboration with the Interdepart-
mental Committee on Overtime Pay for the preparation of a uniform
* overtime pay bill covering the inspection activities of all governmental
agencies.

The continued policy on the part of a number of forelgn governments -
for the use of two or more currencies caused the issuance of many
instructions for the conversion of currencies for which two or more
rates of exchange were certified by the Federal Reserve Bank of
New York.

SCIENTIFIC SAMPLE WEIGHING PROCEDURE

The Bureau of Customs during May extended its application of
scientific control sampling to the weighing of bulk cargoes of raw
sugar, South American wool, and manufacturers’ cigarette tobacco.
Scientific control weighing is designed to permit more effective use
of customs manpower and to expedite unloading of cargoes with.con-

- sequent savings of time and money for importers and-vessel operators..
‘During the war private industry used similar statistical techniques
_in the sampling of ammunition and other material.

The scientific control method of spot-weighing of cargoes is one
of a number of projects in various stages of development in the Bu-
reau which have as their objective greater economy and simplification
’m customs operatlons Among these experiments are those pertain-
ing to the extension of control weighing techniques to other com-
modities.

Heretofore, cargoes of the three above-mentloned commodities have
been weighed 100 percent on carefully calibrated Government scales.
Under the new system a predetermined number of sample lots from a
cargo is so weighed and the range of variation from commercial weights
determined. Then by formulas based on complex mathematical com-
putations, customs inspectors can readily determine with extreme
accuracy the total cargo weight on the basis of the relatlvely few
samples weighed.

Test operations have shown that, in addition to freeing greatly
needed manpower for other essential customs work, the new methods

- may speed up unloading of a vessel by as much as half & day, a very
substantial saving in shipping costs.

Experts in the Bureau of Customs had the advice of the Division
of Statistical Standards of the Bureau of the Budget in developing
the new procedure.

MISCELLANEOUS

Changes in customs ports and stations.—Customs ports at Cheboy-
gan, Mich., Arecibo and Arroyo, Puerto Rico, and customs stations
at Halifax, Nova Scotia, Thousand Islands Bridge and Thousands -
Islands Park N. Y., were abolished. A customs port of entry was
established at Cordova Alaska; and the customs station-at Elkin,

-N. C., was converted to a port of entry.

Cost of administration.—During the fiscal year 1949 the Customs

Service incurred expenses of $34,989,685.for collecting the revenue
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and for printing, excluding expenses of enforcing the renewed export
control regulations. This was $2,726,829 more than during the pre-
vious year. The increase in expenditures was due to the raise.in pay
authorized by the Eightieth Congress and to the automatic within-
grade raises provided by the Meade-Ramspeck law. The expenses
moreover, do not include salaries paid to customs personnel for over-
time and other services authorized by law.for which reimbursement
was made to the appropriation by parties interested. With the in-
creased expenditures and the reduced collections the cost of collect~
ing $100 of revenue rose from $5.95 in 1948 to $6.79 in 1949. A
summary of the collections and expenditures for 1949 will be found in

table 86. _
BUREAU OF ENGRAVING‘ AND- PRINTING

The Bureau of Engraving and Printing designs, engraves, and prints
currency, bonds, certificates, stamps, and various other official docu-
ments and forms. During the year a change was made in the method
of accounting, and revenue stamps and certain other items are now
recorded on the basis of delivery size sheets instead of printing size
sheets as heretofore. On the old basis of printing size sheets, actual
deliveries of finished work during 1949 were approximately 5 ’percent
in excess of the quantity delivered during 1948. On the new basis
deliveries of finished work aggregated 746,199,561 sheets. ’

" A statement of deliveries of finished work in the fiscal years 1948
and 1949 follows. No adjustments have been made in the 1948
figures for the items on which the basis of recording differs from those .

for 1949.

Sheets

Class 2| Face value,
- e 1949
1948 1949
Currency: . -
United States notes... 3, 605, 000 3, 610, 000 $176, 820, 000
Silver certificates... .. 97,805,000 | 102, 390, 000 1, 696, 380, 000
Federal Reserve notes. 22, 919, 000 34, 220, 000 4, 653, 120, 000
) TS 124,419,000 | 140,220,000 | 6, 526,320,000
Bongs, r(nlotes, bills, certificates, and debentures:
onds: : .
Panama Canal..__... e mmeemecaceecesece—meeamaan 500 2,000 20, 000, 000
Postal savings. . : 740 2, 690 901, 000
Treaswry .o ooc-v-o--- 1,003, 964 217,150 | 7,845,051, 500
United States saving 57, 852, 'ggg 69, 714, 000 9, 887, 725, 000
1, 550

Depositary ... ...
Home Owners’ Loan Corporation.
Insular, Puerto Rican. ...
Notes:
TreASUTY - - e oo cmcmmmcmcweccemcammccwecccaemaaae
Special United States.....ooovoeene_.-
Consolidated Federal home loan banks
Obsolete engraved stock -delivered to Destruction
Committes and destroyed:
Commodity Credit Corporation._.._..
Federal National Mortgage Associa
Reconstruction Finance Corporation.

U. 8. Housing Authority............ - . 4
Treasury bills. oo oo 70,000 468,000 | 81, 430, 000, 000
Certificates: - - '
Indebtedness...... . 238,375 1,170,050 | 63,865, 000, 000
Cuban SIVer ool 333,333 885, 300 41, 290,
B T o 2O VOO (R 473,192 103, 897, 600
Philippine Treasury.. «.co.ccoeou--- 472%, 000 2, 599, ggg 122, 390, 0600
y 1, comreemma—u—ean

Interim transfer, postal savings bonds..
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Class

Sheets

1948 1949

Faée value,’
1949

Bonds, notes, bills, certificates, and debentures—Con
Debentures:
Consolidated collateral trust for the Federa.l inter-
mediate credit banks__._____.._________..________
Federal ship mortgage insurance fund: Obsolete en-
graved stock delivered to Destruction Committee
and destroyed
Specimens:
Bond:

Debentu ...............

50, 000 39, 500

$470, 000, 000

60, 591, 929 76,711, 252

185, 948, 705, 900

Stamps:
Customs... ... el R,
Internal revenue:
- To offices Of 1SSUe._ oo oo e
Specimens. . . ..o cceaoo
_ Obsolete delivered to Commissioner of Internal
Revenue for destruction. ... _____________
Puerto Rican revenue: .
To offices of isswe_ _ ... ._____
Obsolete delivered to Destruction Committee and
destroyed . oo ememeeoen
Virgin Islands revenue.._._.
United States war savings
Postage:
United States. oo o icceaes
Specimens._.__________ -
Canal Zone
Philippine: Obsolete delivered to Destruction Com-
mittee and destroyed . . oo __eoo...
Adhesive postalnote____.__..__._____
District of Columbia beverage tax paid.
Federal migratory-bird hunting____. -
House trailer permit. .. ... .. ____.

“ Certificates:
Postal savings. . . oo
Other ...

D07 Y O

Government requests for transportatlon
Other miscellaneous. .. ..oc.oocaeaooooo.
Specimens. .....coooooo
‘Blank paper.-cc.ocoaeaaoaoll T S

Number of
stamps, etc.,
1949

176, 625 352, 500 3,525,000
164,707,896 | 290,277,017 | 20,683, 272, 039
97 584 1,064
2,737,435 847, 965 70,612, 535
1,300,407 | 1,681, 400 103, 935, 000
eieaan 51, 000 5,100, 000
100 0, 000
354,333 455, P 46,818, 050
204,904,745 | 914,353,803 | 21, 304, 152, 840
66 214 11, 359

51,900 167,850 9, 615, 000
______________ 103, 658 6, 205, 765
500, 666 735,928 73, 592, 800
197,925 1,041, 200 52, 060, 000
37,475 36,975 4,141, 200
7R I It
375,159,046 | 510,105,882 | 42, 363,072, 652
8,253,443 | 9,528,036 | - 47,654,055
4,166 | ... [
616,823 301, 548 188, 865
3, 004, 000 3,302, 700 16, 513, 500
1,243, 887 649, 591 18, 265
26, 975 625, 325 1,101, 675
378, 875 285, 845 1,429,225
806,852 | 4,467, 271 9,176, 654

63 70 -
6 1, 00|
14,335,000 | 19,162,427 76, 682, 309

574, 505,065 | 746, 199, 561
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Orders were received and dies were engraved for new issues of post— _
age stamps as follows: . :

Denomi-
Issue . nation
. (cents)

Joel Chandler Harris Commemorative, Series 1948
Will Rogers Commemorative, Series 1948 ___________.....
Qregon Territory Centennial Commemorative, Series 1948 _____
Century of Friendship between the United States and Canada
William Allen White Commemorative, Series 1948
Salute to Youth Commemorative, Series 1948. ..
Indian Centennial Commemoratlve, Series 1948___
Palomar Mountain Observatory Commemorative, Series 1948._
Volunteer Firemen Commemorative, Series 1948 .......__._.___
Harlan Fiske Stone Commemoratwe, Series 1948__
Clara Barton Commemorative, Series 1948_. _._.__
Poultry Industry Commemorative, Series 1948. _
Fort Kearney Commemorative, Senes 1948 _______
Rough Riders Commemorative, Series 1948.
Fort Bliss Commemorative, Series 1048______
Juliette Low Commemorative, Series 1948___
Qettysburg Address Commemorative, Series
Moina Michael Commemorative, Series 1948 ___.
Anmerican Turners Society Comimemorative, Seri
Air Mail, Golden Anniversary of the City of New York Comm
‘Washington and Lee University Commemorative, Series 1949. _
Minnesota Territorial Commemorative, Series 1949
First Puerto Rico Gubernatorial Election Commemorative, Series 1949__
Annapolis, Maryland, Tercentenary Commemorative, Series 1949__._._.__
Air Mail, Alexandria, Virginia, BicentennialyCommemorative, Series 1949 .
Air Mall Series 1940 . . e cma— e -

Canal Zone, Gold Rush Centennial 1849-1949, Series 1949...__,_.__.__________._, __________ —a-|  3,6,12,1

00 O) O 00 G 0 &2 71 62 80 & ©O TD 00 0 63 60 £ 60 0 &2 69 €0 09 EO 00 &0

New dies and plates were prepared for various kinds of certlﬁcates'
and commissions, and seals were engraved for several governmental
agencies. The Iay-outs for tobacco, cigarette, and other classes of
internal revenue stamps were revised by reducing the margins on
the sheets, thereby making it possible to print the same number of
subjects on sheets of smaller size. This will result in a considerable
saving in the quantity and cost of paper.

The printing of the new $20 uniform currency back showing the
revised vignette of the White House was begun in the early part of
July and the first delivery of finished notes carrying the new backs
was made on July 27, 1948.

Under arrangements made through the Department of State
during the previous fiscal year an order for 14,600,000 Cuban silver
certificates was completed in August 1948. An additional quantity
of 7,000,000 certificates was requested on April 1949, and the currency
was bemg processed at the close of the year. Two orders for the
Philippine Treasury totaling 4,920,000 certificates were produced for
the Philippine Government. ‘These currencies were printed from
plgtes which had been engraved by the Bureau and used for previous
orders. -

Twenty flatbed intaglio printing presses, equipped with double
wipers which eliminate the hand polishing of the plates, were pur-
chased and installed. Contracts were awarded for the manufacture
of 150 auxiliary polishing wipers and 176 feed boards for the purpose
of modernizing single-wiper presses now in use. Orders also were
placed for 5 offset printing presses and 4 typographic presses.
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. The total personnel at the beginning of the fiscal year comprised
" 5,851 employees. There were 856 appointments and 637 employees
were separated from the service, leaving a total of 6,070 employees on
the rolls at the end of the year. A
Expenditures amounted to $26,848,412.23, an increase of
$2,759,250.99, or 11.5 percent, above the total expended during the
prevmus year. The following tabulation shows the appropriations,
reimbursements, and expenditures for the fiscal yéars 1948 and 1949.

Increase, or
Class - 1948 1949 decrease '(_)
Appropriations:
Salaries and eXpPenses . . ..o oo co e el $13, 250, 000. 00 | $15, 660, 000. 00 | $2, 410, 000. 00
Printing and binding. ... 5,000.00 {.ooooooioaoo - =5,000. 00
Reimbursements to appropriations from other bu- .
reaus for work completed: !
Salaries and expenses - - ..o ___._:_ 10, 929, 197. 68 | -11, 223, 848. 44 294, 650. 76
Printing and binding.___ 6,000:00 (.. o.o.._ -6, 000. 00
Total oo 24,190,197.68 | 26,883,848.44 | 2,693, 650.76
Expenditures: ' . -
Salaries and expenses. ... ..o omeee 24,078,602.12°) 26,848,412.23 { 2,769,810.11
Printing and binding. ... . 10,559.12 | ... —10, 559.12
Tota] - o i cmeccmcceoolano| 24,089,161.24 | 26,848,412.23 [ 2,759, 250.99
101, 036. 44 35,436.21 —65, 600. 23

1 Additional amounts totaling $23,287.69 for 1948 and $1,555.65 for 1949 were received for Government
property lost or damaged, refunds of terminal leave compensation, refunds affecting expired appropriations,
reimbursements for jury service, collections to correct discrepancies in the paper accounts, empty drums
returned by Bureau, and reimbursement on account of default in contract.

BUREAU OF FEDERAL SUPPLY

On July 1, 1949, the Bureau of Federal Supply was abolished by
the Federal Property and Administrative Services Act of 1949, and
its duties, functions, and personnel were transferred to the General
Services Administration.

During the fiscal year 1949 the Bureau of Federal Supply procured
and distributed supplies, materials, equipment, and services for
Federal establishments; stored and inspected the items procured; and
determined the policies, methods, and purchasing standards required
for these procedures.! The Bureau maintained facilities for technical .
operations allied to supply, such as traffic management and public
utilities. At the direction of the Munitions Board, the Bureau pur-
chased and inspected strategic and critical materials for inclusion in
the national stock pile. The Bureau also conducted other special
purchasing programs as directed by Congress.

PROCUREMENT

Specialists in procurement and marketing of the Bureau of Federal -
Supply entered into contracts for the purchase of supplies, materials,
and equipment for Federal agencies’ departmental and field serv1ces
and also performed the same services for special programs. Liaison
was maintained with other Government agencies and, in the case of

s 1 ;I‘I;gl]?)ureau s basic authorities derive from Executlve Order 6166 and Reorganization Act of 1933 (47
- Stal
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special programs, through the State Department with ofﬁcw,ls of
foreign nations.

Contracting and purchasing by the Bureau for regular govern-
mental requlrements were generally effected in accordance with
section 3709 of the Revised Statutes, as amended, requiring advertising’
for bids, public bid opemnvs and award of contract to lowest
respon::uble bidders.

Two types of contracts were used: Indefinite quantity (sometlmes
called open-end or term), which were made for approximately 40,000
items listed in the Federal Supply Schedule; and definite quantity
contracts, which were made for items not covered by the schedule.

The following table shows by program the net dollar volume of
commodity purchases made by the Bureau of Federal Supply during
the fiscal years 1948 and 1949.

Purpose, 1948 1949
Regular activities. . ) .- $56, 778, 062 $90, 207, 489
Strategic and critical materials (Publlc Law 520, July 23, 1946) .. euune 1252, 901, 412 420, 598, 765
Special programs._ - 21, 490, 959 7,125,805
Total 331, 170, 433 517, 932, 059
Purchases by other agencies from Federal Supply Schedule______________ 88, 926, 428 2 90, 000, 000

1 Total obligations including oommodit;ies purchased and all other costs.’
2 Estimated.

(GOVERNMENT REQUIREMENTS

The Gdvernment Requirements Division coordinated the various
functions of the Bureau of Federal Supply with similar functions in
other Federal agencies. Surveys and studies made by this Division
form the bases upon which procurement policies and methods are
established.

During the fiscal year 1949 the Government Requirements Division
continued participation in a Joint Property Accountability Survey
Project (with the Bureau of the Budget and the General Accounting
Office), for simplifying and installing more uniformly effective inventory
control and property accountablhty systems in Federal agencies.
This project, begun during the previous fiscal year, was promul'rated
during the fiscal year 1949. The Division also conducted surveys
and supply management studies in field and departmental offices of
various agencies of the Executive branch, which resulted in a wider
use of the Federal Supply system.

STORES OEERATIONS

The stores operations were conducted on a self-supporting reim- -
bursable basis. The principles of operation are substantially like
those of a private enterprise, except that the objective is to recover
costs as distinguished from the profit motive of commercial concerns.

During the year the Bureau of Federal Supply operated supply
centers in Washington, D. C. (Central Warehouse), Boston (Branch’
* Center), New York, Cleveland Chicago, Atlanta, Fort Worth, Kansas
City, Denver San Franc1sco ‘Seattle, and Los Angeles (Branch
Center). These supply centers constituted the Bureauw’s national
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system for the procurement, storage and issue of supplies in common |
use by the Federal and District of Columbia Governments.

The stores operations are financed by the general supply fund,
which is a revolving fund established pursuant to the act of February
27, 1929 (45 Stat. 1341), as amended, and is available to finance pur-
chases by the Bureau of Federal Supply of stock, consolidated supplies,
and services. -All expenditures are made from the fund and all col-
lections are credited to it. Expenses are recovered by service charges
representing estimated handling costs. When expenses for handling
are less than estimated, surpluses go into the general supply fund, and
after the yearly audit by the General Accounting Office are credited
to miscellaneous receipts of the Treasury. '

During the year the total value of warehouse stock issues exclusive
of typewriters was $30,878,743, an increase of $8,524,818 over 1948.

The total sales in all activities of the general supply fund during
the year amounted to $96,041,440, as compared with $63,566,772 for
1948. . Percentage-wise, this increase was about the same as the 1948

“sales were above those of 1947. For the fiscal year 1949, the increase
in sales in the Direct Delivery class, in which deliveries are made
directly to agencies rather than to Bureau supply ceaters, was due

~ primarily to the automotive equipment purchase program.

Operating income exceeded operating costs by $68,649.14. This
amounts to only 0.07 percent of sales, and indicates the accuracy
of the plan to recover costs but not to make profits. The excess for
1948 was $186,237, or 0.29 percent of sales. During 1949 the capital
of the general supply fund was $9,520,196.

A statement of the assets and liabilities of the general supply
fund as of June 30, 1949, follows

- Assets Amount Liabilities and capital - Amount
Current assets: ! N Current liabilities:

* Cash y .| $10, 641, 482.09 Accounts payable .. ..o o ... $12, 968, 545. 11
Accounts receivable...____. 8, 320, 800. 87 Unearned income . ..o _ooo___ 2,116,177.71
Postage. ... 9, 920, 51 ’ —

- Inventories (at cost)......__ 6, 665, 802. 69 Total . . o e 15, 084, 722, 82

Y otal. . .voieeeooeeee. | 25,638,0006.16 .
Fixed assets: Equipment.....__ 418,844. 26 || Capital and surplus:
Capital. ..o 9 520 196 07
Donated capital....__.___________. 629.00-
Donated surplus. ..o 715 '016. 40
’I_‘otal ...... e~ ae 10, 241, 841.47
.|| Reserve for contingencies. -- 730, 286.13
Total assets.__._______._. 26, 056, 850. 42 Total liabilities and capital...... 26, 056, 850. 42

UriLity SERVICES

The Public Utilities Division of the Bureau of Federal Supply per-
formed the technical work required for efficient procurement of
utility service for Federal agencies in Washington and in the field.
These utilities include electric, gas, steam, telephone, teletypewriter,
telegraph, and cable services. Durmg the fiscal year this Division
intervened in five utilities Tate cases on behalf of the Government as a
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consumer. Through the efforts of this Division an annual increase

of approximately $530 000 in the Government utilities bills was

prevented. '
- TraFrFIc MANAGEMENT

Liaison was maintained with all agencies, including the National
- Military Establishment, through the Interdepartmental Traffic Com-
mittee, which was created by the Bureau of Federal Supply for the
purpose of conducting continuing studies of transportation rates and
services as they affect the shipment of property on which charges are
paid and borpe by the Government. During 1949 the Bureau’s
Central Traffic Services Division was instrumental in effecting a
saving in excess of $5,000,000 through reduced rates negotiated by
the Division. The Division furnished Government agencies with
rates and related information requiring nearly 50,000 c()mputations.

STANDARDIZATION

The Bureau of Federal Supply, which is responsible for the standard-
ization of materials, equipment, and supplies used by theFederal
establishments, maintained a Standards Branch, charged specifically
with  the identification, classification, and cataloging of items of
supply; with the developmert of Federal and Bureau of Federal Sup-
ply specifications; and with the inspection and testing of supplies
purchased by the Bureau or by other agencies under the Federal
Supply Schedule term contracts.

- During the year, the Bureau continued to discharge its basic respon-
sibilities for maintenance of the Federal Standard Stock Catalog and
for the development of the Federal Catalog System. Approximately
40,500 item identifications were prepared; and 102 new Federal
Specifications were published, 66 were revised, and 77 amended.
About 1,132,000 copies of Federal Specifications were furnished Govern-
ment and industry; and, in addition, the Government Printing Office
supplied over 1,350,000 copies to the National Military Establishment.

The Bureau of Federal Supply maintained in the District of Colum-
bia a service for inspecting and testing incoming warehouse stock,
investigating complaints of receipt of apparently inferior materials
delivered on Bureau contracts, coordinating routine inspection and
testing services in the Federal Government and inspecting strategic
and critical materials and materials for relief and assistance to foreign
countries. As an additional service, a display was maintained where
standard samples of articles on purchase under. Federal Supply
contracts were available for examination by representatives of Govern-
ment agencies. During the year samples on display averaged 33,000.

Brinp-Mape Propucts

Under the act of June 25, 1938 (41 U. S. C. 46-48), known as the
Wagner-O'Day Act, nonprofit agencies for the blind sold to the
Government during the year $4,290,212 of products made by the
blind. The products sold came from 47 workshops for the blind.
which gave employment to 2,621 blind persons.

856455—50——10
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ForrEeITED, SEIZED AND ABANDONED PROEBERTY

Forfeited, seized, and. abandoned property totaling $1,468, 676 in
appraised valuation was reported during the year to the Bureau of
Federal Supply, for transfer to other Government agencies or elee-
' mosynary institutions. -

" STRATEGIC AND CRITICAL MATERIALS

In accordance with the provisions of the Strategic and Critical
- Materials Stock Piling Act of July 23, 1946 (Public Law 520, 79th
Congress), the Bureau of Federal Supply, operating under directives
of the Munitions Board, purchases strategic and critical materials
eSSG(iltl&l in time of national emergency to industrial and military
needs

Funds in the amount of $477,069,085 were obligated for the acquisi-
tion and care of strategic and critical materials during the fiscal
year 1949 including accessorial and administrative costs. In addition
to the purchases from appropriations, the stock pile was augmented by
$474,000,000 of strategic and critical materials declared surplus by
the Reconstruction Finance Corporation and other Government
agencies, and by materials acquired through pertinent provisions of
the Economic Cooperation Act. These materials were being moved
mmto permanent stock pile locations as rap1dly as transportation and
storage facilities permitted.

SurpLUs ProPERTY

In accordance with the provisions of the act of June 30, 1948
(Public Law 862, 80th Congress), 17,921 declarations, contammg
135,457 line items with an acquisition cost of $95,612, 007 were re-
ported by Federal agencies to the Bureau of Federal Supply during
1949, The acquisition value of surplus property transferred to other
Federal agencies amounted to $10,405,851, and sales to the public
were $639,408. The balance reverted to declaring agencies for dis-
posal after no interest had been indicated by Government agencies
during the 40-day period in which. declarations were made available
to other Federal agencies.

Under the program for distributing surplus typewriters, as of June
- 30, 1949, a total of 50,926 typewriters had been declared surplus by
the departments and agencies. Of this total the Bureau reissued
approximately 15,000 to Federal agencies, sold commercially 12,000,
-and cleared back 3 000 to the owning agencies for disposal. Approx1-
mately 21,000 were on hand and in process of inventorying and
classification on June 30, 1949.

Fiscar OPERATIONS

During the year the Fiscal Branch maintained the accounts, audited
the vouchers for contract payments, and prepared appropriate
financial and statistical reports in the several programs being conducted
by the Bureau of Federal Supply.

Special programs.—As a service agency, the Bureau continued to
procure a limited portion of the supplies required for several of the
Government’s programs to give relief and aid to forelvn countries.
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Purchases in the fiscal year 1949 totaled $7,125,805. The purchases
consisted of Greek-Turkish assistance (Pubhc Law 75, 80th Congress,
May 22, 1947) amounting to $2,175,469; and purchases by. the
Economic Cooperation Admmlstratlon mcludlng purchases for Korea
(Public Law 472, 80th Congress, Aprll 3, 1948), of $4,950,336.

FISCAL SERVICE]
OrricE OF THE FISCAL ASSISTANT SECRETARY

The Fiscal Assistant Secretary, under the direction of the Secretary,
supervises the administration of Treasury financing operations and
directs the operations of the three bureaus composing the Fiscal
Service, namely, Bureau of Accounts, Bureau of the Public Debt,
and Office of the Treasurer of the United States. He acts in &
liaison capacity with other agencies of the Government with respect
to their financial operations; directs the performance of fiscal agency
functions of the Federal Reserve Banks; supervises the daily cash
‘position of the Treasury, and estimates cash receipts and expenditures
for the Secretary’s use in financing operations; prepares calls for the
withdrawal of funds from special depos1tar1es to meet Government
expenditures; directs the transfer of Government funds between the
Federal Reserve Banks ; and maintains a continuous study of the
operations and methods in the various units of the Fiscal Service.

A detailed description of the functions of the Fiscal Service appears
on pages 84 to 86 of the annual report for the fiscal year ended June
30, 1948. See also exhibit 28 in this report.

Cash position.—The working cash of the Treasury is held in the form
of (1) balances in the accounts which the Treasurer maintains at each
 of the Federal Reserve Banks, (2) balances in the accounts maintained
with commercial banks designated as special depositaries, and (3) the
gold balance remaining after deducting gold certificates and other:
Labilities from the total gold assets held by the Treasurer, referred to
as the ‘‘free gold”” available for use of the Treasury in meetmg Govern-
ment obligations.

Treasury accounts with the special depositary banks, because of
their origin during World War I, have been commonly known as war
loan accounts. To indicate their continuing and expanded role since
1945, a new term, Treasury tax and loan accounts, effective January
1, 1950 will be substituted to designate these deposns The deposits
consist of _proceeds from certain sales of Government securities and
withheld income taxes received by the banks. Beginning early in
1950, qualified banks may also credit social security receipts to the
Treasury tax and loan accounts. Specified collateral is required to
secure the deposits placed in these accounts.

The management of the cash position of the Treasury involves the
maintenance of adequate daily balances in the Treasurer’s account
with each Federal Reserve Bank, after taking into consideration the
flow of receipts and expendltures through such accounts. '

The financial operations of the Treasury are conducted largely
through the twelve Federal Reserve Banks and twenty-four branches.
In order to maintain working balances with the various Reserve Banks
to meet the Government’s current obligations, funds are transferred
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between the Banks through the facilities of the gold certificate fund
of the Federal Reserve System. When the Treasury balances with
the Federal Reserve Banks need replenishment, funds are withdrawn
from the Treasury accounts with special” depositaries and deposited
"in the Treasurer’s account with the Federal Reserve Banks.

By proper timing of transfers of funds from the special depositaries
to the Treasurer’s account with the Federal Reserve Banks, this
method of maintaining the Treasury’s cash position with the Federal
Reserve Banks makes 1t possible to handle Treasury. transactions with
a minimum of disturbance to the money market and to the deposits and
reserves of commercial banks.

The following tables show the changes in the Treasurer’s account
with the Federal Reserve Banks monthly during the fiscal year 1949
and the month-end balances for the pr1nc1pal Ttems making up the
general fund:

Treasurer’s account with Federal Reserve Banks

{In millions of dollars]

. . Net increase

Balance |Fundstrans-| Treasury *| Balance

Month beginning | ferred from | operations ?r_)dedc&?;e end of

of month |depositaries! (net) ’ g month

month

© 1948—July. : 1,928 1, 556 —1,729 —173 1,755
August ! -l 1,755 1,281 -1,117 164 1,919
September. ... oo 1,919 583 —838 . —~255 1,664
1,664 1,775 —1,831 —56 -1, 608
.1, 608 1,571 -~1,578 -7 1,601
1,601 1,188 —1,666 ~478 1,123
1,123 1,369 —978 1391 1,514
1,514 184 -275 —91 1,423
1,423 926 —867 59 1,482
1,482 2,290 —2, 546 —256 1,226
1,226 1,459 —2,057 —598 628
628 1,061 ~1,241 —190 438

! Represents proceeds from sales of public debt securities and deposits on account of withheld taxes.

General fund

[In millions of dollars)

Assets
Deposits
r General
¢ Total
End ofmonth Federal | other | Tota |liebilities| f4nd
l%easgi(vse Special Gold | gecets | assets .
(availa. | deposi-
- ble taries
funds)
1948—July 1,755 2,081 | 1,070 600 | 5506 433 5,074
August 1,919 1,741 7 1,060 | = 509 5,229 397 4,832
September 1, 664 2,703 | 1,068 585 6,020 437 5, 583
ctober_______ 1,608 1,976 | 1,078 543 5, 205 403 4, 802
November. . 1, 601 1,621 | 1,076. 514 4,813 428 4,385
December._.. 1,123 1,909 | 1,077 521 4,630 422 4,208
1949—January.... 1, 514 1,735 | 1,046 747 5,042 383 4, 659
February, 1,423 2,688 | 1,045 563 5,719 428 5,291
March 1,482 2,924 | 1,038 679 6,123 357 5, 767
1,226 1,563 | 1,033 606 4,428 433 3,995
8! 1,313 | 1,027 559 3, 526 363 3,163
438 1 771 1,022 631 3, 862 392 3 470
Monthly average._ .o..oooclvweeee- 1,365 2,002 | 1,053 588 5,008 406 4, 602
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On June 15, 1949, the Treasury used its entire balance with the
Federal Reserve Banks and, in-addition, borrowed $220 million from
the Federal Reserve Banks to cover expenditures made on that date.
This action was taken in anticipation of the heavy quarterly tax
collections received during the week succeeding June 15. This special
borrowing, which took the form of the sale of special short-term
certificates of indebtedness to the Federal Reserve Banks with interest
313 the rate of % of 1 percent per annum, was completely repaid by

une 17. - . :

Federal intermediate credit banks—The Government Corporation
Control Act, approved December 6, 1945, provides that the Federal
intermediate credit banks shall consult with the Secretary of the
Treasury with respect to the terms and conditions, etc., of any bonds,
notes, debentures, or other obligations issued to the public, prior to
the issuance of those obligations. v

The following consolidated collateral trust debentures were issued
during the year: :

New issue Maturing security -

Date . Interest Amount Interest Amount

Time to maturity | rate (per- | (in mil- | rate (per- | (in mil-

cent) lions) cent) lions)
1048—July 1. el 9months._._....._ 1. 55 $55 1.15 $34
Aungust 2. __ 9 months 1.56 | - 20 1.20 20
September 1 9 months 1.65 38 1.25 38
October 1. 9 months . 1.65 62 1.35 45
........... : 1.45 25
9months..._.__... 1.65 56 1.55

_____________ 1.45 31
9months.__.______ 1.60 . 32 1.55 7t

0. . 5 months. 1.50 24 .
1949—January 3____. 9 meonths, 1.60 72 1.56 85
February 1. 9 months 1.55 62 1.55 55
March 1. . ... SN 9months __.__..__ 1.55 67 1.45 53
April 1_. 9 months___ 1.55 58 1.85 55

‘Do.. 7 -months 1.50 23
May 2. .. 9 months 1.55 52 1.55 20
Do.. 7 months 1.50 25 1.50 3
June 1 9 months. 1.55 60 1.65 38
. Do.. 7 months 1.45 30

Federal home loan banks—Under the provisions of the Government
Corporation Control Act all obligations issued to the public by the
Federal home loan banks must be approved as to terms and condi-
tions, etc., by the Secretary of the Treasury. The following issues of
.consolidated Federal home loan bank notes were made during the year:

New issue Maturing security
Date Interest Amount Interest Amount
Time to maturity rate (in mil- rate (in mil-
(percent) lions) (percent) lions)
1948—July 22. . __ 1 year 1.65 $115 145 $50
September 15. . 1 year . 1.75 120 1.25 85.
1940—January 20...oeoemvomeeoeeenn 1 year. o 1.625 43 1.7 ; 97

Foreign currencies.—The Treasury provides cent'ral' facilities for the
custody and disposition of excess foreign currencies that have been
acquired by the United States in connection with sales of surplus
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property, lend-lease repayments, and other operations in foreign
countries. These currencies are made available to the various Gov-
ernment agencies as required. The total armount held inereased (in
dollar value) from $25,024,118 on June 30, 1948, to $46,785,706 on
June 30, 1949. (See table 110.)

During the fiscal year 1949 the Treasury delivered to the Depart-
ment of State the currencies of the countries listed below, without
receipt of the equivalent United States dollar value, for purposes
authorized under the provisions of section 32 (b) (2) of the Surplus
Property Act of 1944, as amended, in connection with educational
exchange programs conducted between the United States and the

respective countries: :

. Equivalent
.Country Foreign currency Value !

Belgium. . 1,643,531.25 francs. . . . $37, 500. 00
Burma. . 663,500 rupees. ... _ 200, 000, 00
Chipa... 153,881,286,046.65 yuan . ... .ol 364, 150. 00
France. .. .ocecono 6,530,040 francs. .. 19, 800. 00
Great Britain. ... 61,996 pounds.._.__. 250, 000. 00
Greece_....... --| 500,250,000 drachmas. . .. 50, 000. 00
Ttaly . ol 28,750,000 lire_._.. .50, 000. 00
New Zealand _ _ueooooe 38,530 pounds. - . 125, 000. 00

Total oo oo -| 1,096,450.00

1 On basis of current exchange rate at date of transfer.

Fiscal Service Improvement Committee.—A Fiscal Service Improve-
ment Committee was established to act in an over-all advisory capacity
and appraise the results of and make recommendations on various
procedural changes under consideration or contemplated in the Fiscal
Service. The Committee is composed of the Assistant to the Fiscal
Assistant Secretary (Chairman), the Administrative Assistant to the
Secretary, the Treasury Budget Officer, the Treasurer of the United
States, the Commissioner of the Public Debt, and the Commissioner of

- Accounts. Each member is authorized to designate an alternate.

FiscalL SERVICE—BUREAU OF ACCOUNTS

Receipts and expenditures.—The central accounts of the Govern-
ment relating to the revenues, appropriations, and expenditures of
departments and establishments are maintained, by law, in the
Bureau of Accounts.: This Bureau prepares annually for the Secretary
the report to the Congress under the act of July 31, 1894, classifying
the receipts wherever practicable by districts, States, and ports of
collection, and the expenditures under each separate head of appro-
priation. Receipts and expenditures of the Government during the
fiscal year 1949 are shown in the summary of Federal fiscal opera-
tions appearing on page 61 of this report, and a more detailed state-
ment is included as table 1: ’ ' -

Improvement of accounting procedures.—The Bureau of Accounts,
under Reorganization Plan ITI (Reorganization Act of 1939), renders |
technical advice and assistance to other bureaus and offices of the
Treasury Department in the accounting field. - The most important
‘service rendered during the year was in connection with the problems
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arising in the revision of the accounting systems of the Burea,u of
Customs and the United States Coast Guard.

The accounting staff of the Bureau of Accounts also is cooperating
with the staffs of the General Accounting Office and the Bureau of the-
Budget in the development of principles, standards, and basic require-
ments that will have application to accounting in the Government
- generally and in the rendering of technical assistance to departments
and agencies in the improvement of their accounting systems. In
this connection, the Secretary of the Treasury, the Comptroller
General of the United States, and the Director of the Bureau of the
Budget have established a Jomt working relationship for the purpose
of revising the accounting and auditing procedures of the Government
in keeping with the needs and interests of all concerned, including the
Congress of the United States, the President, and the heads of the
several -departments and .agencies. The program has been under
way for sometime and undoubtedly will bring about much better
accounting in the Government. Under this joint undertaking, the
following have been adopted as basic principles:

(1) The maintenance of accounting systems and the producmo'
of financial reports are and must continue to be functions of
the executive branch.

(2) There must be an audit independent of the executive branch
which will give appropriate recognition to necessary features
of internal audit and control. - Properly designed accounting
systems are a vital factor to the effectiveness of such inde-
pendent audit.

(3) Full opportunity is to be afforded to the executive branch for
participation in the development of accounting systems as

- an essential to meeting the needs and responsibilities of both
the legislative and executive branches in the establishment
of accountmg and reportmg requirements.

Due consideration is being given, under the program, to the develop-
ment of a system of central accounts in the Treasury Department, on
the basis of sound principles and standards, and to the establishment
of a system of comprehensive financial reports covering the opera-
tions of all departments and agencies of the Government. For a
more detailed statement-of policies and objectives, see exhibit 29.

Daily Statement of the Umnited States Treasury.—Throughout the
year the practice was followed of excluding from both budget receipts
and _expenditures certain_paymenfs to_the .Lreasury, _principally by
wholly owned Government corporatlons for retirement..of _capital™
‘stock and for disposition of earnings, This practice has no effect, on
the budget surplus or deficit as the exclusions on each side of the
budget are always equal. -

Effective January 3, 1949, refunds of taxes and duties were reported
as deductions from recelpts rather than as expenditures. This
change also did not affect the size of the budget surplus or deficit since
receipts and expenditures are reduced by equal amounts. Interest
paid on certain taxes and refunds continues to be shown as a budget
expenditure.

Prior figures, beglnmng with 1931, were adjusted to conform with
the above-mentioned changes, so as to provide for comparability.

Commencing with  July 1,.1948, through the use of teletype facilities,
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expenditures of the departments and establishments of the Govern-
ment serviced by the Division of Disbursement have been reported
in the daily Treasury statement as of the day on which checks are
issued in payment of Government obligations; prior thereto, such
expenditures were reflected in daily Treasury statements as of the
dates reports of checks paid were received in Washington, D. C., by
mail.  During the latter part of the fiscal year 1949, procedures were
established whereby expenditures of the Department of the Army
wou'd also be reported through the use of teletype facilities. How-
ever, the expenditures of the Department of the Army will not be
included in the daily Treasury statement on the basis of teletype
reports until sometime during the early part of the fiscal year 1950.
Surplus fund and certified clavms.—The act of July 6, 1949 (Public
Law 159, 81st Congress), amended the provisions of law relating to .
the surplus fund and certified claims. Under the amendment, the.
unexpended balances of lapsed annual appropriations, that is, those
which have remained on the books for two fiscal years following the
fiscal year for which appropriated, shall be transferred on July 1 of
each year to a consolidated appropriation account. This consoli-
dated account will be available without limitation as to time for
payment of claims certified by the Comptroller General of the United
States and chargeable to the balance of the respective appropriations
so transferred. Amounts in the consolidated account not required -
£01' é)aym'ent of certified claims will be carried annually to the surplus -
und. , :
In accordance with the provisions of this act, unexpended balances
of annual appropriations which lapsed on June 30, 1949, were trans-
ferred to a consolidated appropriation account as of that date. )
Disbursement activities—The Division of Disbursement maintains
‘regional disbursing offices in the continental United States, and other
facilities in Territories and foreign countries, servicing all executive
departments and agencies except the Post Office Department, United
States marshals, the Panama Canal, the National Military Establish-
ment, and certain Government corporations. The number of pay-
ments, collections, and savings bonds issued by the Division of Dis-
bursement during the fiscal years 1948 and 1949 are as follows:

Number

Classification N .
’ . Fiscal year | Fiscal year
1948 1949

Payments (cbecks and cash):

Social security. : 24, 610, 741 28, 822, 250
Veterans’ benefits__. 79, 169, 989 80, 137, 417
Tax refunds. ~ ——— 31,589,622 | - 38,407,651
Other. . 27,114, 921 - 28,368, 258
Collection items_.___....___. 6, 813, 240 5,787,078
Savings bonds issued to Federal employees in payroll savingsplan___._..____| - 2,257,138 ' 2,402,927
Total._.._. - 171, 555, 651 183, 925, 581

A number of improvements in disbursing practices and procedures
were made during the year. The microfilming of checks for record
purposes obviates the need for carbon copies of checks, and will result
ultimately in saving 60,000 square feet of storage space.
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The preparation of tax refund checks by what is known as the
“transfer posting’’ method proved satisfactory in the experiment in
1948 and was adopted generally in 1949. The name and address of
the payee are mechanically transferred to the face of the check from
the refund voucher prepared by the collector of internal revenue.
This method not only facilitates the preparation of the check, but
also reduces the cost of typing and the possibility of errors in trans-
scription. ~ ' o

Effective January 1, 1949, the making of check payments in the
name of the Chief Disbursing Officer was discontinued in all regional
offices except Washington, D. C. As of that date, assistant disbursing
officers in the several regions commenced making disbursements and
rendering accounts in their own names, as regional disbursing officers.
The change was made in order to facilitate the audit and settlement
of disbursing officers’ accounts.

Under authority of the Economic Cooperation Act, and at the
- request of the Hconomic Cooperation Administration, a special
procedure involving the use of drafts was inaugurated.for making
disbursements for the Economic Cooperation Administration. These
drafts are drawn on the Administrator for Economic Cooperation by
the participating country concerned, and paid through the Federal
Reserve Bank of New York as fiscal agent of the United States.

Withheld foreign checks.—Regulations of the Treasury Department
relating to delivery of Government checks to payees residing in
foreign countries were amended to add Albania to the countries to
which such checks may not be sent. A copy of the amendment
appears ag exhibit 30. _ :

Government losses in shipment.—The reported value of shipments
made by Government departments and agencies during the year
under coverage of the Government Losses in Shipment Act, as
amended, amounted to $405,111,163,200 as compared with $403,652,-
458,719 for the fiscal year 1948. During the year claims totaling
$244,688.71, which includes $238,573.42 on account of United
States savings bonds and armed forces leave bonds redemption
cases, were paid out of the revolving fund established pursuant te
such act, and recoveries amounting to $135,983.96 were effected
during the year and were deposited to the credit of the fund, leaving
a net expenditure of $108,704.75 for losses. The cumulative amount
of estimated insurance premium savings to the Government from the
date of the inception of the act, based on rates in effect at that time,
totaled $27,916,000 through June 30, 1949. Information concerning
the operation of this self-insurance plan by the Government will be
found in tables 99 to 103. ‘

Bonding of Government employees.—A number of bills have been
introduced 1 the Congress regarding the bonding of Government -
employees. In line with the practice followed in private business,
the Treasury has recommended relieving Government employees of
the personal expense of providing surety bonds, and has suggested
‘the creation of a self-insurance fund similar to the fund authorized
by the Congress in connection with the shipment of valuables under
the Government Losses in Shipment Act. s

As of June 30, 1949, over 554,000 employees of the Government
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were bonded at an expense to them for annual premiums amounting
to approximately $1,500,000.

Authorized surety compames —A list of the surety companies
authorized to write bonds in favor of the United States is published .
by the Treasury semiannually. The form of this list was revised to
facilitate its preparation and use.

Certificates of authority were issued to two additional companies
qualifying them as sole sureties on bonds in favor of the United
States. A total of 49,344 bonds and consent agreements were ap-
proved as to corpomte surety.

Depositaries of public moneys.—The administrative work relating
to the designation of depositaries of public moneys is handled by the
Division of Deposits. Cash balances held by the various classes of
depositaries are shown in table 42. -

Arrangements have been made with apprommately 1,000 commer-
cial Sanks to furnish drafts to officers of the Farmers’ “Home Admmls-

“tration, the Public Housing Administration, and’ other: agencies for
'transmlttmg their collections of Government funds to Federal Reserve
Banks for account of the Treasury. These arrangements facilitate.
the transmittal and deposit of Government funds at certain pomts
where volume is small.

During the year, the Bureau of Internal Revenue, in coopera,tlon
with the Fiscal Service, formulated plans under which, effective

' January 1, 1950, tax returns covering withheld taxes and social
1 security taxes will be combined, and employers will deposit withheld

5 taxes directly with Federal Reserve Banks instead of with commercial

i banks. Employers may make arrangements with commercial banks,
however to receive such collections, as a service to their customers,
for transmission to the Federal Reserve Banks, without cost. to the
Government. This change in procedure will result in a substantial
saving to the Government.

Investments of trust funds. —Under various provisions of law, the
Secretary of the Treasury is responsible for investing certain trust
funds. A summary of the various investment accounts for which
he is responsible is shown as table 43.

Assets of the retirement system of the Comptroller of the Currency.—
The act of June 30; 1948 (Public Law 849, 81st Congress), abolished
the separate retirement- system for employees of the Bureau of the
Comptroller of the Currency and directed the transfer of its assets
to the civil service retirement and dlsablhty fund. Assets transferred
consisted of the following:

Amount
Cash__ . . .. e $453, 996. 45
Securities (at cost):
United States savings bonds, Serfes D_.___...___.____.____ 15, 000. 00
United States savings bonds, Series G- - _____________ 700, 000. 00
214 % Treasury bonds of 196267 - 300, 000. 00
2149 Treasury bonds of 1964-69 (dated Apr. 15, 1943) _.____ 100, 000. 00
2% 9 Treasury bonds of 1964-69 (dated Sept. 15 1943) .. 2, 500, 000. 00
2149, Treasury bonds of 1966~-71_ _ .. ___ . ________._______. 825, 000. 00
2149, Treasury bonds of 1967-72 (dated June 1, 1945)_______ 610 000. 00
Total securities...-_ e e ae e 5, 050, 000. 00

Grand 6068l - o S --- 5,503, 996. 45
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Interest charged on Federal Reserve motes.—During the year there
was deposited in miscellaneous receipts in the Treasury $187,020,-

081.11, representing the proceeds from the interest charge levied in

1947 by the Board of Governors of the Federal Reserve System on

Federal Reserve notes in circulation. This compares with deposits

of $99,781,558.87 in 1948. Deposits in 1947 amounted to $15,268,-
883.47 and consisted of those for the quarter ended March 31, 1947.
The amounts deposited in the Treasury by each Federal Reserve
Bank for the fiscal years 1947 through 1949 appear in table 10. 7

Loans and capital subscriptions.—In continuing the policy of
supplying funds required by Government corporations and agencies
which are authorized to borrow money for operations, the Treasury.
made cash advances to Government corporations and agencies
aggregating $7,418 509,378.24. The Treasury received repayments of
$3,286,282,219.11, resulting in net advances of $4,132,227,159.13.
A statement showing obligations of Government corporations and
Od};fr agencies held by the Treasury as of June 30, 1949, appears as
table 68. ‘ ‘

Under various provisions of law, the Treasury canceled during the .
year $70,089,063.83 of its holdings of obligations of Government
corporations and agencies, :

The Treasury’s boldings of capital stock in Government corpora-
tions decreased by $263,003,806.58 during the fiscal year as a result
of cash payments in the amount of $262,977,089.31, cancellations in
the amount of $2,026,717.27, and additional subscriptions in the
amount of $2,000,000. Dividends, interest, and like payments
received by the Treasury from Government corporations and other
enterprises in which the Government has a financial interest aggre-
gated $475,612,632.47. Certain transactions of particular interest are
described below, and a tabulation showing dividends, interest, and like
payments received from Government corporations and other enter-
pri)sles in which the Government has a financial interest appears as
table 79. ‘

Loan to United Nations for permanent headquarters.—The act of
August 11, 1948 (Public Law 903, 80th Congress), authorized a loan
of $65,000,000 to the United Nations for the purpose of erecting
permanent headquarters in New York City. Under the act, interim
financing of the loan, pending an appropriation, was provided by the
Reconstruction Finance Corporation which advanced $25,000,000
to the State Department from funds borrowed from the Treasury
without interest. The Reconstruction Finance Corporation repaid
the Treasury out of funds derived from the appropriation of $65,000;-
000 for the United Nations loan contained in the act of June 23, 1949
(Public Law 119, 81st Congress).

Relief of Palestine refugees.—The act of March 24, 1949 (Public
Law 25, 81st Congress), authorized the appropriation of $16,000,000
for a special contribution of the United States to the United Nations for
relief of Palestine refugees. Under the act, $8,000,000 was made
available immediately by the Reconstruction Finance Corporation
which borrowed a like amount from the Treasury without interest for .
that purpose. The Reconstruction Finance Corporation was reim-.
bursed and in turn repaid the Treasury in the fiscal year 1950 out of
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the appropriation for relief of Palestine refugees contained in the act
of June 23, 1949 (Public Law 119, 81st Congress).

Loans to Adminastrator for Economic Cooperation.—Under provisions
of the Economic Cooperation Act of 1948, as amended, the Treasury
accepted notes of the. Administrator for Economic Cooperatlon in the
total amount of $1,000,000,000. As of June 30, 1949, $972,300,000
of the notes were for the purpose of loans to partlclpatmg countrles
and $27,700,000 of the notes were for the purpose of guaranteemg
1nvestments m private enterprises undertaken in foreign countries as a
part of the Economic Recovery program. The agreement between the
Administrator and the Secretary of the Treasury provides that the
" notes constitute allocations against ‘which the Export-Import Bank
of Washington may draw as funds are required. By June 30, 1949,
the Bank had drawn $781,996,988.91 against the loan notes and $12,-
389.33 against the guaranty notes leaving undisbursed balances of
$190,303,011.09 and $27,687,610. 67 respectively. Of the $12,389.33
drawn agamst the guaranty notes $2,255.90 was repald to the
Treasury.

Pending an appropriation by the Congress, the Treasury advanced
without interest $1,000,000,000 to the Reconstruction Finance Cor-
poration, which amount the Corporation: made available to the
Economic Cooperation Administration pursuant to the act of April
19, 1949 (Public Law 47, 81st Congress). Subsequent to June 30,
1949, the Foreign Aid Appropriation Act of 1950, approved October
6, 1949 (Public Law 327, 81st Congress), provided for appropriations
out of which the Reconstruction Finance Corporation was repaid and
in turn repayment was made to the Treasury.

Production. credit corporations.—In accordance with the act of June
30, 1948 (Public Law 860, 80th Congress), production credit corpora-
tions through the Department of Agrlculture returned to the Treasury
- $30,000,000, thus reducing to that extent capital stock held by the
Government.

Loans to the Secretary of the Army.—Under the provisions of the act
of June 29, 1948 (Public Law 820, 80th Congress), the Secretary of
the Treasury was authorized to advance to the Secretary of the
Army $150,000,000 for the establishment of a revolving fund (natural
fibers revolvmv fund) for the purchase of agricultural commodities
and raw materials to be processed in occupied areas and sold. Under
the authority, the Secretary of the Treasury purchased a note of the
" Secretary of the Army in the amount of $100,000,000.

Appraisal of the assets and liabilities of the C’ommodzty Credit Cor-
poration.—The appraised value of the assets of the Commodity Credit
Corporation as of June 30, 1948, as determined by the Secretary of the
Treasury under the act of March 8, 1938, as amended, exceeded the
liabilities, the unexpended balance of an appropriation held in reserve
for postwar price support of agriculture, and the capital stock by
$48,943,010.36. This amount was paid into the Treasury on June
30, 1949 making the aggregate repayments to miscellaneous receipts
$138,208,747.19, and leaving the net charge against the Treasury for
the impairment of capital from inception of the Corporation $1,897,-
367,543.78. A statement showing results of annual appralsals ap-
pears in table 74, :
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Interest on capital stock, Commodity Credit Corporation.—The Com—
modity Credit Corporatlon Charter Act of June 29, 1948 (Public
Law 806, 80th Congress), requires the Commodity Credit Corporation -
to pay interest to the United States Treasury on the amount of its
capital stock at such rates as may be determined by the Secretary of
the Treasury to be appropriate. The Corporation paid $1,875,000 in
the fiscal year 1949 as interest at 1% percent on its capital stock under
this requirement.

Cancellation of notes, OOmmodzty Credit Corporation.—Under the
requirements of the acts of December 17, 1947 (Public Law 389, 80th
- Congress), and December 25, 1947 (Pubhc Law 393, 80th Congress),
notes of the Commodity Credit Corporation held by the Secretary
of the Treasury in the amount of $56,239,432.11 were canceled, repre-
senting the amount of losses incurred by the Corporation through
sales of commodities in connection with the foreign-aid program.

Repayment of capital stock, Reconstruction Finance Corporation.—
In compliance with the act of May 25, 1948 (Public Law 548, 80th
Congress), the Reconstruction Finance Corporation in -July 1948
retired all its outstanding capital stock in excess of $100,000 000 by
payment of $225,000,000 to the Treasury as miscellaneous recelpts

Dividends receved from the Reconstruction Finance Corporation.—
The act of May 25, 1948 (Public Law 548, 80th Congress), requires
an annual payment, between July 1 and December 31, of the amount,
if any, by which the accumulated net income of the Reconstructlon
Finance Corporation exceeds $250,000,000. Under this provision,
- the Corporation paid into the Treasury on December 31, 1948, as
miscellaneous receipts, a dividend of $307,391,555 on its capltal stock.

Cancellation of mnotes,*t Reconstruction Fmance “Corporation.—The.
Treasury canceled notes ‘of the Reconstruction Finance Corporation in
the amount of $12,336,701.48 on account of costs incurred subsequent
to June 30, 1947, for handling, storing, processing, and transporting
critical materials to stock piles, under the act of June 30, 1948 (Public
Law 860, 80th Congress). The Treasury also canceled notes of the
Reconstruction Finance Corporation in the amount of $1,512,930.24,
representing the net investment of Defense Homes Corporatlon in
two properties known as Lucy Diggs Slowe Hall and George Washing-
ton Carver Hall, which were transferred to Howard University, under
the act of June 28 1948 (Public Law 796, 80th Congress). Recoveries
of national defense war, and reconversion costs in the amount of ™~
$100,024,636.84 were deposn;ed in the Treasury as miscellaneous
receipts, as required by the act of June 30, 1948. A statement show-
ing all cancellations and recoveries by the Treasury on Reconstruc-
tion Finance Corporation notes is shown as table 75. :

Dividends on and repayments of capital stock of Federal home loan
banks.—Dividends amounting to $1,442,854.38 on capital stock
holdings.of the Government in Federal home loan banks were deposited
in the Treasury as miscellaneous receipts. The banks also made re-
payments totaling $17,298,500 on- capital stock, of which $3,567,300
was required under section 6 (g) of the Federal Home Loan Bank Act
as amended, and $13,731,200 was voluntary. A statement showing
dividends and stock repayments by banks appears as table 77,

 Dividends on capital stock of the Federal Farm Mortgage Corporation.—
In accordance with the act of June 30, 1948 (Public Law 860, 80th-



142 REPORT OF THE SECRETARY OF THE TREASURY

Congress), the Federal Farm Mortgage Corporation paid to the
Treasury as dividends $68,000,000, which sum was deposited as mis-
- cellaneous receipts. :

Repayment of capital stock of the Federal Deposit Insurance Corpora-
tion.—Under the act of August 5, 1947 (Public Law 363, 80th Con-
gress), the Federal Deposit Insurance Corporation was required to
retire its capital stock of $289,000,000 by paying the amount received
therefor to the Secretary of the Treasury to be covered. into the
Treasury as miscellaneous receipts. Cash payments amounting to
$20,677,589.31 which were received from this source during the year
completed the payments due. In the final settlement, stock in the
- amount of $1,926,717.27 was canceled, in accordance with the act of .
June 29, 1948 (Public Law 813, 80th Congress), which authorized
cancellation of the stock in an amount equal to the expenditures of the
Corporation in administration of the Federal Credit Union Act.

- Inland Waterways Corporation.—The Government Corporations

Appropriation Act, 1949, approved June 30, 1948 (Public Law 860,
80th Congress), appropriated $2,000,000 for purchase of capital stock
of the Inland Waterways Corporation. This amount was paid to
the Corporation for an equivalent amount of capital stock.

Dissolution of the Regional Agricultural Credit Corporation of Wash-
ington, D. C.—Pursuant to the act of April 6, 1949 (Public Law 38, -
81st Congress), which abolished the Regional Agricultural Credit
Corporation of Washington, D. C., its capital stock of $100,000 was -
canceled and its assets were transferred to arevolving fund administered
by the Secretary of Agriculture. Under the same act, the Treasury
transferred the balance of $44,400,000 which had been held in the
Regional Agricultural Credit Corporation revolving fund to the dis-
aster loans, etc., revolving fund under the administrative control of
the Secretary of Agriculture.

Federal intermediate credit banks.—In accordance with the Agri-
cultural Credits Act of 1923, as amended by the Farm Credit Act of
1937, each credit bank, at the end of each fiscal year, is required to
apply its net earnings remaining after all necessary expenses and
" costs of operation have been paid or provided for: (1) to making up
any losses in excess of reserves, (2) to the elimination of capital im-
‘pairment, (3) to the creation of reserves against unforeseen losses,
and (4) to the payment of 25 percent of the amount then remaining
to the United States as a franchise tax. During the fiscal year 1949,
$178,170.76 was deposited into the Treasury.

Panama Railroad Company.—The act of June 29, 1948 (Public
Law 808, 80th Congress), provided a Federal charter for the Panama
Railroad Company. Under the law, the Company deposited $10,000,-
000 in the Treasury from its reserve funds to be maintained as an
emergency fund available for loans to the Company for limited periods.
Dividends received from the Company during the fiscal year 1949
amounted to $500,000.

"Federal savings and loan associations.—The Treasury received -
$18,364.15 as dividends on shares of Federal savings and loan associa-
tions and $184,300.00 in retirement of such shares. At the close of
the year, the Treasury held $136,600.00 in shares acquired under the
act of June 13, 1933, as amended April 27, 1934 (48 Stat. 645).

Obligations of foreign governments.—The Government of Finland paid
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$424,594.48 during 1949, representing $306,672.30 interest and $117,-
922.18 principal, on its obligation arising from World War I. - Finland
has paid all amounts to date that have been required under its agree-
ments as to World War T indebtedness.

The indebtedness to the United States from foreign governments
arising from World War I amounted to $15,862,387,888.07 as of
November 15, 1949, including $11,434,915,987.42 on account of prin- -
cipal and $4,427,471,900.65 on account of interest® The principal
figure does not include the World War I indebtedness of Germany
amounting to $1,225,023,750.00 (3,037,500,000 reichsmarks). Tables
111 and 112 show the status of the indebtedness of foreign govern-
ments to the United States arising from World War 1.

The indebtedness of foreign governments to the United States aris-
ing from World War II, representing amounts receivable on lend-lease
- settlement agreements, collections on which are being handled by the
Treasury, surplus property sales agreements, and other lend-lease
accounts, amounts to $1,727,912,243.81, details concerning which are
- shown in table 113. This amount includes $291,215,172.64 due the -
United States for the value of silver transferred to foreign govern-
ments under the lend-lease program which is to be repaid in kind.
Final-settlement agreements have not been reached with all foreign
governments. . : S ‘

Lend-lease fiscal operations—The Treasury continued its work under
Executive Order 9726, dated May 17, 1946, of billing and collecting
from foreign governments for reimbursable supplies and services
furnished under lend-lease and reciprocal aid agreements. Collections
of $510,856,688.50 have been made by the Treasury on this account.

Articles and services furnished under agreements to pay cash for
such items as authorized by the Lend-Lease Act were reported in the
amount of $21,615,599.81, bringing the total defense aid provided to -
$50,228,768,678.21 between March 11, 1941, and June 30, 1949. The’
increase in the total defense.aid provided was the net result of the
receipt of heretofore unreported charges affecting both reimbursable
and nonreimbursable accounts. Reverse lend-lease, consisting of
articles and services furnished by foreign governments to the United
~ States up to September 2, 1945, amounted to $7,819,322,790.90.
Between March 11, 1941, and June 30, 1949, funds received from for-
eign governments amounted to $1,731,759,019.96. Of this amount,
$1,255,245,552.88 has been covered into the United States Treasury
as miscellaneous receipts; $222,627,853.06 has been allocated to the
procuring agencies under the cash reimbursement program;
$157,924,564.69 has been returned to foreign governments;
$88,299,000.00 was reappropriated to the President by the act of
_ June 30, 1944 (Public Law 382, 78th Congress); $1,578,332.85 was
reimbursed to other agencies; and the remainder of $6,083,716.48 is
being held in the Treasury pending settlements of accounts.

Laguidation of other war agencies—The liquidation of the residual
affairs of certain war agencies, which were transferred under the several
Executive orders to the Treasury Department, Bureau of Accounts,
for winding up of their fiscal affairs, was practically concluded as of
the close of the fiscal year ended June 30, 1949. The agencies include
the Division of Central Administrative Services of the Office of Emer-
gency Management, Office of Civilian Defense, War Refugee Board,:
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Office of Censorship, Office of War Information, Committee on Fair
Employment Practices, and Price Decontrol Board.

Liguidation of Tennessee Valley Associated Cooperatives, Inc.—
The Treasury completed as of December 31, 1948, liquidation of the
Tennessee Valley Associated Cooperatives, Inc which was created in
1934 under a relief grant of $300,000 by the Federal Emergency
- Relief Administration for the purpose of encouraging self-help coopera-
tives in the Tennessee Valley and contiguous areas. The proceeds of
the liquidation, amounting to $65,475.25, were deposited in the Treasury
as miscellaneous receipts, of which amount $50,000 was deposited in .
" the fiscal year 1948. Of the receipts in 1949 $1,000 represented
repayment of capital stock. A full report of hquldatlon activities was
prepared and transmitted to the Congress.

Final Liguidation of securities of cities and counties received from
- Reconstruction Finance Corporation under the act of February 24, 1938.—
.The Treasury collected $9,000 principal and -$681.63 interest on

securities of cities and count,les turned over to the Treasury by the
- Reconstruction Finance Corporation in 1938 in connection with the
cancellation of its notes under the act of February 24, 1938, The
securities consisted of bonds and notes of various cities and counties
purchased by the Reconstruction Finance Corporation under emer-
gency relief legislation. The face amount of the securities received
from the Reconstruction Finance Corporation was $2,800,623, all of
which has now been collected, plus $76,845.95 in interest.

Liquidation of railroad oblzgatwns ——Durmg the fiscal year the
Treasury realized $961,678.05 on account of securities acquired by the
United States in connection with loans which were made to railroads
under sections 207 and 210 of the Transportation Act of 1920. Of this
amount, $694,567.50 was collected as interest and dividends on
securities of the Seaboard Air Line Railway Company. . Of the balance,
$172,750 represents the proceeds of the sale of 13,676 shares of the
common stock of the Minneapolis and-St. Louis Rallway Company,
$81,122.55 represents the proceeds of the sale of $124,900 face amount
of Alabama Tennessee and Northern Railroad Company 4% percent
general mortgage income bonds, and $13,238 represents dividends
and interest earnings on railroad securities owned by the Treasury
other than those held by the Reconstruction Finance Corporation.
A statement concerning the liquidation of railroad obhoratlons appears
as table 78,

Liguidation of assets of Prencinradio, Inc.—The Prencinradio, Inc.,
a dissolved corporation, assigned to the Secretary of the Treasury its
remaining assets consisting of obligations from a Mexican motion
picture studio amounting to approximately $8,000. These obliga-
tions are collectible through the Bank of Mexico, S. A., trustee under
a trust agreement entered into on March 20, 1943 with respect to
sales of motion picture equipment to motion plcture studios in
Mexico and collections of the sales prices.

Bonds of the Republic of the Philippines.—The Republic of the
Philippines paid an additional $2,800,000 to the Government of the
United States for deposit to the specml trust account which was estab-
lished in the Treasury for the purpose of paying principal and interest
on pre-1934 Philippine government bonds. = The money was invested
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in accordance with the act of August 7, 1939. The amounts of cash
and investments in the special trust account as of June 30, 1949, are
shown in table 106.

Deposits of the Republic of the Philippines—Under authority of
the act of June 11, 1934, as amended by the act of August 7, 1946
(Public Law 654, 7 9th Congress), and agreements with the Republic :
of the Philippines, the Treasury maintains two interest-bearing time
deposit accounts for public moneys of the Republic. The authority
to maintain the accounts will expire July 1, 1951. As of June 30,
1949, the accounts consisted of deposits of $55 000,000 at 2 percent
interest and $160,000,000 at 1 percent interest. The Republic of the
Philippines has passed a Central Banking Act, under authority of
which the two accounts were transferred from the control of the
Treasurer of the Philippines to the Central Bank of the Philippines.

American-Mexican - Claims Commission.—The Treasury received
from the Government of the United States of Mexico $2,500,000 in
November 1948 as an installment on the $40,000,000 which Mexico,
in the Covention of November 19, 1941, agreed to pay in full settle-
ment of the claims of American nationals as adjudicated by the
American-Mexican Claims Commission. The -amount enabled a
. further distribution of 6.4 percent on the unpaid principal amount of
each award, making a total distribution of 58.9 percent. A statement
of the Mexican claims fund appears as table 105.

Maxed Claims Commission, United States and Germany —The
Treasury made a further distribution on the awards of the Mixed
Claims Commission out of funds certified for payment by the Depart-
-ment of Justice, in accordance with the Settlement of War Claims Act
of 1928, as amended by the act of August 6, 1947 (Public Law 375,
'80th Congress) The amounts received from the Department of
Justice, which totaled $1,974,246.01, were sufficient to make possible
& distribution of 4 percent on the accrued interest on awards in excess’
of $100,000- to American nationals. A statement showing the pay-
ments by classes and status of the account is shown as table 104.

FiscaL SERVICE—BUREAU oF THE PubLic DEBT

The Bureau of the Public Debt performs the administrative work in
connection with the management of the public debt, including the
preparation of offering circulars and regulations, issuance of securities

“and processing of transactions relating thereto, final audit and custody
of securities retired, keeping of accounts for registered securities, and
drawing of interest checks. A detailed description of the duties of
the Bureau is contained in the annual report for 1948, page 85. '

A summary of public debt operations handled by the Bureau appears
on pages 73 to 83 of this report, and a series of statistical tables dealing
with the public debt will be found in tables 11 to 27, and 35 to 40.

The public debt of the United States falls into two broad categories:
(1) public issues, and (2) special issites. The public issues are classi-
fied as to marketable obligations, consisting mainly of Treasury bills,
certificates of indebtedness, Treasury notes, and Treasury bonds; and
nonmarketable obhgatlons, consisting mamly of United States savmgs
bonds, armed forces leave bonds, Treasury savings notes. .

856455—50——11
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During the fiscal year 1949 the public debt increased by $478,113,347
and the guaranteed obligations held outside the Treasury dechined
by $46,185,411, The combined total of the public debt and the
guaranteed obligations outstanding on June 30, 1949, was
$252,797,635,268, which compares with a total outstandmg of
. $252,365 707 331 on June 30, 1948,

Total pubhc debt issues, 1nc1ud1ng issues in exchange for other

securities, amounted to $1 18,201,295,521 during the fiscal year 1949,
and retirements amounted to $117,723,182,174. A summary show-
ing the effect of Government operations on the public debt will be
found on page 61 of this report.
" There were no new issues of marketable securities for raising
additional cash during the year, although Treasury bills, certificates
of indebtedness, and notes were issued in connection with refunding
opgratlons These operations are set forth in the tables on pages 75
and 76.

On June 30, 1949, there were 5,848 employees on the rolls of the
Bureau of the Public Debt, as compared with 7,990 on June 30, 1948.
The decrease of more than 2,000 employees was made possible through
a reduced work load and improved operating procedures.

United States savings bonds.—In terms of volume of work, the issue -
and redemption of United States savings bonds represents by far the
largest administrative problem of the Bureau. Since these bonds are
in registered form and in the hands of millions of the American people,
the task of maintaining both alphabetical and numerical records of
over 1.2 billion of these bonds, the replacement of lost or stolen bonds,
and the handling of erroneous redemptions by financial institutions
throughout the country on forged signatures involves an administra-
tive task of considerable magnitude.

Receipts from the sales of savings bonds dunng the year were

" $7,140,994,386 and accrued discount charged to the interest account
and credited to the savings bond principal account amounted -to
$926,653,437, a total of $8,067,647,822. Expenditures for redeeming
savings bonds, including matured bonds amounted to $5,067,374,781,
The amount of savings bonds of all series outstandmg on June 30 1949

_including accrued discount, was $56,332,943,555, an increase of
$3,000,273,041 over the amount outstanding on June 30, 1948,
Detailed information regarding savings bonds will be found in tables
28 to 33 of this report.

During the fiscal year 1949 approximately 66.2 million stubs
representing issued bonds of Series K were received for registration,
making a total of 1,247 million, including reissues, received through
June 30, 1949. These stubs are sorted in numerical sequence of their
bond serial numbers and microfilmed, and then are sorted alphabeti-
cally by name of owner and microfilmed, after which the original
stubs are destroyed. The microfilms serve as permanent registration
records. During the year substantial backlogs in these operations
were eliminated as indicated in the following table, which shows the
processing, at various stages, of the registration stubs of Series E
savings bonds. ‘
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Alphabetically
. - sorted D
Numeri- - Alphs- ¢
Period Sg‘é}’vse‘ée' cally Re- . betically st;&};d
filmed stricted Fine sort| filmed fAlming
basis | Briorte | )
sort ! filming 3
In millions of pieces
Cumulative through June 30, 1946....__..| 1,042.3 | 1,022.1 958.9 535.4 317.9 2'65.6'
Fiscal year:
. 76.8 76.1 120.4 37.9 120.1 152.3
1048 .. ———- 617 .66.2 '72.4 323.1 318. 4 196.2
1949. 66.2 58.9 58.6 290.5 382.8 447.4
Total. . . 1L,247.0 1,223.3 1,210.2 | 1,186.9 | 1,139.2 1,061.5

1 Not ¢complete alphabetical arrangement but sorted to a degree that mdlwdual stubs can be located.
. Includes those stubs fine sorted.
2 Completely sorted.

Over 92 million retired savings bonds of all series were received dur-
ing the year, bringing the total received as of June 30, 1949, to over
784 million. Retired bonds are audited and then microfilmed after
which the bonds may be destroyed. Destruction of bonds will
commence in the fiscal year 1950. The audit is conducted in the
regional offices of the Register of the Treasury, and the bonds of all
series received in these offices have been audited and microfilmed to
the extent indicated in the following table:

: Bonds : Micro- Balance | Balance
Period received | Audited filmed | unaudited | unfilmed
In millions of pieces
Cumulative through June 30, ‘1946 ......... 27.9 19.2 |aacoacooo. 8.7 27.9
Fiscal year: . . :

1047. .. 113.3 118.4 | 3.6 141.2
1948 . __.__ . 95.1 094.6 517 4.1 184.6
1949 .. ... 85.7 | 86.8 171.4 3.0 98.9
Total . 328.0 319.0 223.1 3.0 " 98.9

After the retired bonds have been audited their serial numbers are
posted to numerical registers, and the postings are verified.. " The fol-
lowing statement shows the status of the posting of all series of Te-
ticed savings bonds.

Bond: Status of posting
. onds re-
Period coived ; -
Posted Verified | Unposted | Unverified
In millions of pieces
Cumulative through June 30,1946 ____..__ 454.2 384.0 . 313.5 70.2 ©70.5
Fiscal year:
1047__. 137.9 195.7 2566.5 12.4 9.7
1948 . 2. 99.5 105. 2 110.8 8.7 4.1
1949 92.5 96.81- - 94.9 2.4 6.0
Total... 784.1 7817 775.7 2.4 6.0
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Of the 80.8 million Series A-E savings bonds redeemed prior to re-
lease of registration and received in the regional offices during the
year, 76.7 million, or 95 percent, were redeemed by over 16,000 pay-
g agents, who were reimbursed for this service at the rate in each

- quarter-year of 15 cents each for the first 1,000 bonds paid and 10
cents each for all over the first 1,000. The total amount paid to agents
“on this account during the year was $9,500,000, which was at an aver-
age rate of 12.38 cents per bond. _
- The following table shows the number of issuing and paying agents’
- for Series E savings bonds, by classes.

Post Bu(illding Credit Companies Al
0S and sav- redi operating
June 30 offices Banks | jnosand | unions payroll. | others | Total
Toan plans
Issuiﬁg agents
- 25,420 15,178 1, 856 719 2,910 1,320 47,403 -
25,179 15,178 1,706 | - 615 3,289 605 46, 572
24,944 15, 205 1,621 565 - 8,192 695 46,122
Paying agents
1947l B IS 15,176 683 140 : 53 16, 052
1948 e[ memcaeeo 185, 527 786 I ¢ T 50 16, 508
1949 e 15, 559 863 | 138 oo 64 16,624

During the year, 8,583,153 Series G bond interest checks were issued -
with a value of $425,183,680. This is an increase of about 200,000
checks over the number issued during 1948.

- There were 36,343 applications during the year for the issue of
duplicates of lost, stolen, or destroyed savings bonds, in addition to -
3,047 cases on hand at the beginning of the year, making a total of
39,390 cases, of which 9,378 were credit cases referred to Washington
for settlement. In 9,654 cases the bonds were recovered, and in 18,188
cases the issuance of duplicate securities was authorized. On June 30,
11949, only 2,170 cases remained on hand. : :

" During the year accounting and reporting systems were established
in the Washington and Chicago Offices to provide essential records of
transactions in connection with savings bonds and armed forces leave
bonds subjected to erroneous payment investigation.

Registered accounts for other than savings bonds.—During the year
17,000 individual accounts covering publicly held registered securities
other than savings bonds were opened and 38,000 were closed, making a
total of 382,000 such accounts open on June 30,1949, covering registered
securities in the principal amount of $15 billion. A total of 758,000
interest checks were issued to owners of record during the year, which
was a decrease of 38,000 from 1948. ‘ .

Armed forces leave bonds.—Through June 30, 1949, armed forces

" leave bonds aggregating $2,088,525,000 in face value had been issued
and $1,687,936,000 had been redeemed, leaving a balance of $400,589,--
000 outstanding on that date. The issues and redemptions of armed
forces leave bonds monthly during 1949, on the daily Treasury state- -
ment basis, are shown in table 21, and the accumulated issues and
redemptions of the issues outstanding on June 30, 1949, on the Public
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Debt accounts basis, are shown in table 17. The following statement
-shows the issues, redemptions, and those outstanding for selected:
periods:

Qutstanding
Period Issued Redeemed at end of
period

In thousands of dollars

Oct. 1, 1946, to Apr. 30, 1947 1,721, 045 38,151 1,682,893
May 1 to Aug. 31, 1947__. 205, 857 23,457 1, 864, 993
Sept. 1 to Oct. 31,.1947____ : 90, 568 11,047,022 908, 540
Nov. 1, 1947, to June 30, 1948 63, 866 408, 252 564, 153
July 1, 1948, to June 30, 1949_. ... 7,490 171,054 400, 589

Total. .. v 2,088, 525 1,687,936 |—cooooeeee

. ! Redemption on and after Sept. 1, 1947, at owner’s.option, was provided in amendment to Armed Force
Leave Act, approved July 26, 1947, '

The total number of armed forces leave bonds issued, including
reissues, through June 30, 1949, was 10,111,984 and the number
retired was 8,237,976. Of the total bonds issued, 6,927,484 were
issued by the Army, 2,611,617 by the Navy, 415,343 by the Marine
Corps, and 157,540 by the Coast Guard. o

Redeemed currency.—On July 1, 1948, the Division of Loans and
Currency (Washington) had on hand 8,248 unaudited bundles (4,000
half-notes each) of United States currency that had been retired from
circulation as unfit. During the year 321,515 bundles were received,
an increase of 24,042 bundles over 1948; and 307,515 bundles were
audited, leaving a balance of 22,248 unaudited bundles on hand on
June 30, 1949. : T .

The Destruction Committee supervised the incineration of re-
deemed canceled currency during the year as follows: ‘

Class of currency Pieces Value

Gold certificates : 112,853 $2, 622, 020
Silver certificates. . 1, 182,931, 171 1, 709,000, 120
United States notes__._ 46, 076, 727 187, 350, 210
Treasury notes of 1890 : - 147 | 700
Federal Reserve notes, ; .- 429, 533, 749 5, 274, 296, 715
Federal Reserve Bank notes. . - 2,341,828 44, 766. 891
National bank notes ——- 422, 445 6, 523,320
Fractional currency...... s 747

Total 1, 661, 422, 615 7, 224, 560, 723

Fiscar Service—OrFIcE OF THE TREASURER OF THE UNITED STATES

The Office of the Treasurer of the United States is essentially a
banking facility of the Government. The responsibilities of the
Treasurer include the receipt of all public moneys; custody, issue,
and redemption of United States currency and coin; payment of
Government checks; custody of securities deposited in the Treasury
as collateral or for safekeeping; and payment of principal and interest
on the public debt. The Office of the Treasurer of the United States
prepares the Daily Statement of the United States Treasury, which
-recapitulates all transactions in the accounts of the Treasurer, and
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1ssu<:,is monthly statements of the public debt and of currency out-
standin :
Mone% received and dzsbursed by the Treasurer. —Moneys collected
by Government officers are deposited with the Treasurer at Washing-
ton and in Federal Reserve Banks and designated Government
depoasitaries for credit of the account of the Treasurer of the United
States, and all payments are charged against this account. The
transactions affecting the Treasurer’s account are published in the
Daily Statement of the United States Treasury. Total receipts and
‘payments during the year, as shown in these statements, compared

with the previous year are as fOllOWS'

19481

1949 1

Receipts:
Budgetary (net) ¢
Trust accounts, etc.3
. Public debt4______

Subtotal ... ____._ -
Balance in general fund beginning of year._ ... ___.______.

Total. -

Expenditures: -
Budgetary (net) 5..__
Trust accounts, etc.3 .
Clearing account for outstandiug checks and telegraphlc

reports from Federal Reserve Banks. ...l . ________
Public debt 4. -

Subtotaloo_.......__.
Balance in general fund at close of year. .. ... i_

Total

$42, 210, 770, 402. 68

6, 515, 230, 080. 67
121, 289, 682, 653. 50

$38, 245, 667, 810. L1
5,714, 426, 671. 10
118, 201, 205, 520. 89

170, 015, 683, 226. 85
3, 308, 136, 929. 36

162, 161, 390, 002. 10
4,932, 021, 477. 07-

173, 323, 820, 156. 21

167, 093, 411, 479. 17

33, 791, 300, 648.87
6, 809, 572, 742.28

507, 106, 038. 81

127, 283, 819, 249. 18

- 40, 057, 107, 857. 79
6, 209, 160, 036. 37

8366, 441, 900. 21
117,723,182, 173. 55

168,391, 798, 679, 14
4,932,021, 477.07

163, 623, 008, 167. 50
3, 470, 403, 311. 67

173, 323, 820, 156. 21

167,093, 411, 479.17

1 See table 1, footnote 7. -

$ Total budget receipts less amounts appropriated to Federal old-age and survivors insurance trust fund -
and refunds of receipts. See also table 1, footnote 3. For details of recexpts for 1949, see table 3.

3 For details for 1949, see table 4.

4 For details for 1949 see table 21,

5 See table 1, footnotes 3 and 4. For details for 1949, see table 3.

¢ Excess of credits (deduct).

Assets and “ligbilities of Treasurer’s account.—The assets of the
Treasurer consist of gold and silver bullion, coin and paper currency,
and-deposits in Federal Reserve Banks and commercial banks desig-
nated as Government depositaries. A summary of the assets and
liabilities in the Treasurer’s account at the close of the fiscal years
1948 and 1949 is shown in table 41.

-Gold.—Gold receipts during 1949 amounted to $1,420 million and
disbursements totaled $486.5 million, a net increase _of $933.5 million.
This increase brought the total gold assets to $24,465.9 million on
June 30, 1949. Liabilities against these assets were $23,287.8 million
of gold certificates and credits payable in gold certificates and $156.0
million for gold reserve against currency. The balance, $1,022.0
‘million, was in the general fund on June 30, 1949.

Credits during the year to the gold increment account, as a result
of the revaluation of gold in relation to the dollar, amounted to
$105,437.02. This makes a total dollar increment from 1934 through
the fiscal year 1949 of $2,819,139,301.25.

Silver.—During the year 25.9 million ounces of silver bullion, which
had been carried in the general fund at a cost value of $23.4 million,
was monetized at a monetary value of $33.5 million. This $33.5
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million increase in silver assets was offset by a decrease of $8.3 million:
in holdings of silver dollars, making a net increase of $25.2 million in
assets during the year. As of June 30, 1949, the silver assets of the
Treasurer (exclusive of subsidiary coin and bullion held in the general
fund at cost and 1ec01nage value) amounted to $2,314.9 mllhon
Liabilities against silver at the end of the year amounted to

- $2,265.7 million for silver certificates outstanding and $1.1 million -

for Treasury notes of 1890 outstandmg, leaving a net balance of
$48.0 million in the general fund. .

. ~The silver bullion held in the general fund at cost value (exclus1ve
of the $48.0 million at monetary value) decreased from $91.2 million on
June 30, 1948, to $88.3 million on June 30, 1949. This decrease of
$2.9 million is accounted for as follows: $32.9 million net purchases of
silver less $23.4 million of silver monetized and less $12.4 million. of
silver used for coinage.

The silver assets of the Treasurer formerly held by