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SECRETARIES, UNDER SECRETARIES, AND ASSISTANT SECRETARIES
- OF THE TREASURY DEPARTMENT FROM MARCH 4, 1933, TO NOVEM.
BER 15, 1952,! 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. . i . ..o o ociaccmmaaanes Roosevelt.
Jan. .1,1934 | July 22,1045 | Henry Morgenthau, Jr., New York_|. ... . . ....o........ R(’)Fsevelt,
. ruman.
July 23,1945 | June 23,1946 | Fred M. Vinson, KentueKy - ccoooo|ooomoooomnoomaneas ‘Truman.
June 25,1946 | ... .____.._... John W. Snyder, Missouri. ..o e eoecomimeaen Truman.
Under Secretary
May 19,1033 | Nov. 16,1933 | Dean G. Acheson, Maryland.__.____ Woodin. _oooeeo e Roosevelt.
Nov. 17,1933 | Dec. 31,1933 | Henry Morgenthau, Jr., New York.| Woodin_____. Roosevelt.
May 2,1934 | Feb. 15,1936 Thorgas {(tasﬂerson Coolidge, Mas- | Morgenthau...._.......{ Roosevelt.
sachusetts.
Jan. 29,1937 | Sept. 15,1938 | Roswell Magill, New York____...._. Morgenthau____._____.. Roosevelt.
Nov. 1,1938 | Deec. 31,1939 | John W. Hanes, North Carolina...| Morgenthau_.... -] Roosevelt.
Jan. 18,1940 | Dec. 31,1945 | Daniel W. Bell, Illinois............ Morgenthau, Vinson.. .. R(’)I(‘)sevelt,
ruman,
Mar. 4,1946 | Jan. 14,1947 | O. Max Gardner, North Carolina..| Vinson, Snyder......... Trumsan.
Jan. 23,1947 | July 14,1948 | A. L. M. Wiggins, South Carolina.| Snyder......... Truman,
July 16,1048 |. o oooooooo. Edward H. Foley, 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. .. Woodln, Morgenthau._. Roosevelt.
June 12,1933 | Dee. 12,1933 | Thomas Hewes, Connecticut.._.... di .-| Roosevelt.
Dec. 1,1034 | Nov. 11,1937 | Josephine Roche, Colorado. . -1 Roosevelt.
Feb. 19,1936 | Feb. 28,1039 | Wayne C. Taylor, Illinois -| Morgenthau . Roosevelt,
July 11,1938 | Oct. 31,1938 | John W, Hanes, North Carolina. .. Morgenthau Roosevelt.
June 23 1939 | Dec. 2,1945 | Herbert E. Gaston, New York._.___ Morgenthau, Vinson. ... R(’}(‘)sevelt,
ruman,
Jan. 18,1940 | Nov. 30,1944 | John L. Sullivan, New Hampshire.| Morgenthaw____._______ Roosevelt.
Jan. 24,1945 | May 1,1946 | Harry D. White, Maryland___..._. Morgenthau, Vinson..... R%g;sevelt,
. uman,
Apr. 15,1946 | July 14,1948 | Edward H. Foley, New York.._.._ Vinson, Snyder......... Truman.
16,1048 |- John S. Graham, North Carolina...| Snyder. Truman.
Feb 8, 1949 | Mar. 31,1951 | William McChesney Martin, Jr., | Snyder. Truman.
New York.
Jan, 24,1952 |- ... Andrew N. Overby, District of | Snyder.._._._.....______ Truman.
Columbia. .
Fiscal Assistant Secretary
Mar, 16,1045 | .. _ooeo.. Edward F, Bartelt, Illinofs...._.... Morgenthau, Vinson, | Roosevelt,
' : Snyder. Truman.
Administrative Assistant Secretary
Aug. 2,1950 | .. ____._... William W. Parsons. California._..| Snyder...............i.. Truman.

t For ofﬁcxa]s since 1789 see annusl report for 1932, pp. xvii to xxi, and corresponding table in annuvalreport -

for 1933

XI
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ANNUAL REPORT ON THE FINANCES

TREASURY DEPARTMENT,
Washington, D. C., January 14, 1953

Sirs: I have the honor to report to you on the finances of the
Federal Government for the fiscal year ended June 30, 1952.

During this year, the Nation successfully completed a critical phase
of the expansion of the defense program. This was achieved with
comparatively little economic dislocation. The Nation’s underlying
economic strength continued to grow and expand along with acceler-
ating defense activities. The Treasury’s fiscal policies have played
an important role in the attainment of these objectives, within the
framework of a stable, expanding economy.

The six fiscal years since the close of World War II ending with
the fiscal year 1952, represent a period of important developments in
fiscal policies and operations. I am taking this occasion, therefore,
“to review the functioning of the Nation’s finances during this 6-year
period, which coincides with my term of office as Secretary of the
Treasury.

During this 6-year period, the Government first had to adjust to
the problems arising from the aftermath of the war and subsequently
to the task of réarming to meet the Communist challenge. Accord-
ingly, my report describes the various measures taken to finance the
Government’s activities, and deals with the whole range of Treasury
policies in the fields of debt management, taxation, international
financial relations, and improvement in operating activities, against
the background of national economic developments.

One of the major problems facing the Treasury when I took the
oath of office on June 25, 1946, was the achievement of a balance
between revenues and expendltures which would provide for a surplus
of revenues to be applied to debt reduction. On the day that I took
office, I said: “It is the responsibility of the Government to reduce
its expenditures in every possible way, to maintain adequate tax
rates . . . and to achieveé a balanced budget—or better . . .”

It was recognized that the problems of Treasury and general Gov-
ernment policy involved in changing over from a deficit situation to’
a balanced budget or better were extremely complex. There was
widespread public agitation for across-the-board reductions in taxes
and for the abolition of various special taxes which had been put into

. 221052—58——2 !
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- effect during the war. While many improvements in the structure of
our wartime tax system were clearly called for, the size of our large
wartime debt made it imperative that we give consideration to the
need for debt reduction, along with the need for improvements and
revisions in the wartime tax structure. By the middle of 1946, it was
already evident that fulfilling these requirements would be a task of
major proportions.

Our public debt had increased five-fold dmmg World War 11, and

on June 30, 1946, amounted to $270 billion. The Government’
obligations represented 60 percent of all outstanding debt, public and
private, as compared with less than one-fourth in 1939, before the
United States started its World War II defense and war finance
program.
. Of the $270 billion total public debt in June 1946, commercial banks
held $84% billion, representing 71 percent of their earning assets, and
the Federal Reserve Banks held $23% billion. It was recognized that
this bank-held debt had an inflationary potential; and that every effort
would have to be made in the interests of a sound peacetime economy
to reduce the volume of securities held by the commercial banking
system.

The Government securlty holdings of individuals represented
another type of problem. As a result of the intensive sales programs
of the World War II period; and the response of the people to these
drives, Government security holdings of individuals, including mar-
ketable as well as nonmarketable issués, had jumped from $10 billion.
before the war to $64 billion on June 30, 1946. Widespread ownership
of the securities of the Government was essential to sound public debt
management in the years ahead. It was of the greatest importance
that individuals retain their holdings of Government obligations and,
if possible, increase them. But could this be achieved if widespread
unemployment developed, and the funds invested in savings bonds
were required to tide people over an emergency period? A depression
bad occurred after every other major war in our history. There were
many who felt that it would occur again; and that it would 1nev1tably
be accompanied by a wholesale liquidation of savings bonds.

Still another area of uncertainty was represented by the large volume
of Government securities held by nonbank financial institutions such
as insurance companies and mutual savings banks. In June 1946, the
$11Y% billion of Government obligations held by mutual savings banks
constituted about 64 percent of their total assets. The corresponding
percentage for life insurance companies was 46 percent. Other in-
surance companies were in a similar situation. In addition, other
nonbank investors—business corporations, State and local govern-
ments, and others—had substantial amounts of funds invested in
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Government issues. It could-be foreseen that all of these institutions
and organizations would need to draw upon at least a part of their
Government security investments in order to finance reconversion and
expansion programs of private business and of State and local govern-
mental units, once the peacetime economy got fully under way.

In view of these circumstances, it was clear that the Treasury had
a double task. It would have to promote fiscal programs and conduct
financing and debt management operations in such a way as to safe-
guard at all times the high credit position of the Government and it
would have to shape these policies in such a way as to sncourage
rather than hinder the adjustments which individuals, financial
institutions, and business concerns of all kinds would have to make in
‘the course of returning to more normal conditions.

These were some of the problems which were clearly apparent in
1946 on the domestic front. At the same time, the United States -
faced a whole range of new problems in international finance. - These
arose from the war and the position which the United States had
attained at its close as the 1eading financial power of the world. Some
of these problems related to various financial settlements growing out
of the war. Others were the problems of organizing a postwar world
Dbased on sound economic principles which would assure an improve-
ment in world eeonomic conditions and standards of living. In June
1946 no one could have foreseen the precise nature of many of the
issues confronting the United States Government, particularly in the
light of the rapidly changing world political and economic scene. The
United States Government, as well as the other nations of the Western
World, had to feel its way toward programs and pohc1es which would
bring about the desired result.

It was apparent then that the stability and progress of the postwar
world would have to be based on improving standards of living in all
countries, the maintenance of a high level of production and employ-
ment, and expansion of world trade, and the attainment of internal
" financial stability as a  condition to sound international financial

policies. These conditions of progress were interrelated. Without
sound finance, the dangers of wide swings in the levels of prices and
consequently -of production and employment and maladjustment of
international payments and capital movements were great.

The countries of the world had to make efforts to check the war and
- postwar inflations by appropriate fiscal and monetary measures.

There were problems of how and under what conditions the United
States could assist them in restoring production and international
trade. There were questions of the desirable levels of exchange rates
for international transactions and the ways and means of reducing
barriers to international payments and trade. These were among the
questions to which we in the Treasury had to give earnest attention.
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It has been my objective to .do my part in bringing about sound
financial conditions in the international sphere. This task is not one
which any Secretary of the Treasury alone can perform, nor is it one
which the United States Government alone can guarantee. It implies
the development of consistent policies on the part of the principal na-
tions and the reconciliation of their divergent interests in the light of
the benefits to the world as a whole. Nevertheless, the Treasury De-
partment is in a position to exert a steady and continuous influence on
the direction of the policy of the United States Government, and in-
directly on the policies of other governments. The Congress estab-
lished the National Advisory Council on International Monetary and
Financial Problems, with the Secretary of the Treasury as chairman,
as the coordinating agency for United States international financial
policy and as a mechanism for bringing that policy to bear in the inter-
national financial organizations which had been projected as the

" mechanisms for international financial cooperation. We had to deal
with the settlement of lend-lease and other wartime arrangements,
with the terms of loans extended abroad, the forms and terms of as-
sistance programs, and, of course, the evolution of their policies by
the International Monetary Fund and the International Bank for
Reconstruction and Development. As appropriate occasions have
arisen, our policies in international finance have been stated in con-
gressional hearings, through the United States representatives on the
Fund and the International Bank, and through less formal conversa-
tions occurring at various times and under differing circumstances
between the Treasury and the finance ministers and other repre-
sentatives of foreign governments.

The main lines of United States Government policies with respect to
international financial matters have remained clear through this diffi-
cult period, though the means of implementing those policies neces-
sarily have varied with time and circumstance. The maintenance of
the international stability of the dollar has been the keystone of
United States policy, and the Treasury has sought to maintain this .
stability through gold and exchange policy and through its internal
financial policies. Secondly, it has been our objective to strive for
sound policies on the part of other countries, both by assisting them
directly or indirectly, and by cooperating with them in international
bodies. In each of these spheres, it has been our aim to contribute to
the greatest extent possible toward the building of a world of free and
strong nations able to maintain their economies on a sound economic
basis, while working with other countries to create the conditions
under which all could prosper more.

In addition to matters of broad national policy, there was another
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area in which the problems of the Treasury were particularly pressing
in June 1946. This was the area of operating activities.

The Treasury Department is a vast operating organization. ‘Most
of its activities are large scale. They involve hundreds of millions
of items. They represent tens of billions of dollars. They affect
many millions of people. The magnitudes are far greater than any
comparable transactions elsewhere, either within this country or
within any other country in the world. With activities of such great
size and complexity, the problems of management are difficult and
complicated. v ,

During World War II, the growth in our economy and in govern-
mental operations greatly increased the volume of financial opera-
tions which flowed through the Treasury Department. Savings bonds
alone, each one requiring separate registration, rose from something
- over 5 million pieces issued and redeemed in 1940 to over 346 millioh
pieces in 1946. The number of tax returns increased from over 19
million to more than 81 million. Printing of currency, stamps, and
other documents increased from over 446 million sheets in 1940 to
“‘more than 684 million in 1946. The number of Government checks
processed by the Treasury showed a large increase. In almost every
area of Treasury operations, in fact, there was an enormous expansion
in the volume of routine business. v

While the war was going on, it had not been possible to modernize
operations on the basis of new mechanical procedures. Recruitment
of competent personnel, likewise, was severely restricted. The
tremendous increase in Treasury operations, consequently, had to be
handled by the restricted facilities of a Department geared to a
prewar volume of operations.

In 1946, although the war was over, a great part of the expanded
volume of Treasury operations remained. It was of the greatest im-
portance to modernize and streamline the services of the Department
in order to enable it to meet the iricreased responsibilities and needs
of the Federal Government.

This brief review of the scope and complexity of the Treasury’s
responsibilities as the postwar period began gives some perspective
for evaluating the record of accomplishment from the vantage point of
1952. This record is discussed below. The major problems of the
Treasury during my term of office and the ways in which these prob-
lems were worked out have been grouped under ten major headings.

(1) Maintenance of confidence in the credit of the United States Government.

In the broadest sense, maintenance of confidence in the credit of
the Government depends on our ability as a Nation to keep our free
enterprise economy healthy and growing, and to use our governmental
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instruments wisely in promoting this end. Ever since the establish-
ment of the Treasury Department in 1789, the Secretary of the Treas-~
ury has been charged with particular responsibilities in this area. ’

Of the list of duties which the Congress prescribed in the act of 1789
setting up the Department, the most significant historically was
to ‘. . . prepare plans for the improvement and management of the
revenue, and for the support of the public credit . . .” Each
Secretary of the Treasury since that time has recognized that, in peace
or war, any substantial impairment of the credit of the Federal Gov-
ernment would be a major blow to the maintenance of high production
and employment and to the orderly operation of our private enterprise
system. Every effort has been made, therefore, to maintain confidence
in the Government’s credit.

Our success in achieving this goal has enabled the Treasury to play
a’most important part in the remarkable upsurge of American business -
which has characterized the post World War II period. Partly as the
result of sound debt management and the maintenance of full confi-
dence in the Government’s credit, it has been found possible to achieve
and maintain in this country an economic climate favorable not only -
to a high level of current activity but also to a very la,rcre volume of
long-term investment.

It is axiomatic that investment programs looking far into the future
will not be made.in a financial climate characterized by doubt and
uncertainty. Confidence is essential. And in an economy where the
public debt.constitutes the single most important factor in the financial
life of the Nation, the cornerstone of confidence in the future is con-
fidence in the credit of the Government. This confidence has been
maintained, and the economy has enjoyed an unprecedented period of
soundly based prosperity.

All sections of our economy in varying degrees have participated in
the forward movement of recent years. Probably no single measure
of the strength and potential power of the American economy, however,
is as revealing as the figures on investment in plant and equipment
during this period. Before the new defense program made necessary
by the invasion of Korea got under way, private business had taken
a long look at the future and invested a record $100 billion in mod-
ernization and expansion. The figure for the entire period since the
end of World War IT has now risen to the phenomenal total of approx-
imately $170 billion, only a part of which is the result of our new de-
fense programs.

While these developments have been going on, the Treasury has
found it possible to keep substantial amounts of Government obliga-
tions in the hands of nonbank owners. The holdings of the commercial
banking system have been cut back sharply. Nonbank financial in-
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stitutions have retained a considerable volume of Government securi-
ties, even though they have participated to a very large extent in fi-
nancing the forward movement of American business. .Savings bond
holdings of individuals have increased rather than decreased, and the
savings bond program has been an important factor in stimulating
thrift in all forms. ‘

All of these matters are covered in more detail under the headings
below. A detailed review of debt management programs and policies
between the close of World War II and March 4, 1951, will also be
found in exhibit 22 on pp. 198 to 403 of the Annual Report of the
Secretary of the Treasury for the Fiscal Year 1951, entitled, “Reply
by the Secretary of the Treasury to Inquiries by the General Credit
Control and Debt Management Subcommittee of the Joint Committee
on the Economic Report, February 12, 1952.”” This review is brought
up-to-date in Appendix A to. this statement, on pp. 199 and 200 of
the present report.

Taken together, our debt management policies add up to an achieve-
ment which is of the greatest significance in the period of new interna-
tional tension which we have been experiencing since the invasion of
Korea in June 1950. Before the country was called upon at that time
to face the burdens of increasing rearmament and security programs,
it had been demonstrated that a debt of a magnitude of more than

- $250 billion could be managed successfully. It had been demonstrated
that debt management operations of vast proportions could be con-
ducted without setting off harmful repercussions in the economy. The
savings bond program and thrift habits in general had taken firm
hold in the financial life of the Nation. There was no doubt

. that the financial structure and the financial operations of the Govern-
ment were capable of meeting the strains placed upon them by the

. continuing threat of further Communist aggression.

(2) Reduction of the public debt by $103/ billion and achievement of a budget
surplus of about $33/4 billion in the 6 years ending June 30, 1952; improvement
in the structure and ownership composition of the public debt; and provision
of securities suitable to changing investor requirements. :

During the 6 years ending June 30, 1952, the United States Gov-
ernment had a cumulative budget surplus of approximately $3%
billion. This surplus, together with funds over and above normal
needs available in the cash balance at the end of wartime financing,
made it possible to reduce the public debt from approximately $270
billion on June 30, 1946, to $259 billion at the close of the fiscal year
1952. Since that date, our mounting expenditures for defense and
security have mcreased the net total of the debt, bringing it up to
about $267% b]lhon at the close of 1952
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The table below shows the surplus or deficit of receipts as compared
with expenditures for each of the past six fiscal years ending with the
fiscal year 1952.

(In

o millions)

Fiscal year 1947__ . ______ surplus__________.___. $754
Fiscal year 1948__ __ _ ... __. surplus______________ 8, 419
Fiscal year 1949__________________________ deficit.______________ 1, 811
Fiscal year 1950 ___________________ ceee- defieito.___________ 3,122
Fiscal year 1951__ ______________.________. surplus___.__________ 3, 510
Fiscal year 1952 __ ___________ . ____.__.. deficit.______________ 4,017
Six-year period_____________________ surplus._______._____ 3,733

The achievement of a budget surplus of about $3% billion in the 6
years ending June 30, 1952, is the more remarkable in view of the
serious problems which our economy faced during this period. After
World War 11, we undertook a rapid shift from war to peace. Read-
justment to & peacetlme economy was still in process when it became
clear that our help was needed to turn’back the threat of Communism
in Europe. The program to ald European recovery succeeded in
putting Communism onjthe defensive throughout Western Europe,
and in Greece and Turkey. No sooner had the success of this pro-
gram become evident, however, than the dictator countries struck in
a new area. The attack on Korea gave notice that the Communist .
plans for world domination were-being relentlessly pursued. It was
necessary to begin a new security program, here at home and in alli-
ance with other friendly nations, adapted to the requirements of a
strong and lasting defense against Communist aggression.

It is significant that we have been able to do these things and still
achieve a substantial budget surplus for the 6-year period which could
be applied to the reduction of our wartime debt. Moreover, it has
been found possible during this period to improve greatly and strength-
en the ownership structure of the public debt.

Between June 30, 1946, and June 30, 1952, Government security
holdings of the commercial banking system were reduced by $24 bil-
lion. These are the holdings which are potentially inflationary; and
the sharp cut-back in their amount which was accomplished during
this period made a significant contribution to the financial health of
the economy. :

The reduction, in bank holdings of Federal securities by a substan-
tially larger amount than the reduction in the total debt outstanding
was made possible by the Treasury’s program for the widest possible
distribution of Government securities outside of the commercial

"banking system. Ever since the close of World War II the goal of
our debt management program has been to place the maximum
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amount of securities with nonbank investors. Such a program re-
quires, of course, that the Treasury provide these investors with
“securities suitable to their requirements.
A good example of this policy is found in the securities placed with
financial institutions other than commercial banks, such as savings
banks and insurance companies. It is generally recogmzed that the
Treasury’s longest-term bonds are particularly suitable for the invest-
ment of funds of institutions of this type. But in a growing dynamlc
economy the investment market represented by these funds is con-
stantly changing.

The Treasury, therefore, has kept constant watch on the accruing
funds of nonbank financial institutions. In connection with each
major financing operation in which institutional investors might par-
ticipate, I have consulted with representatives of these groups. At
meetings held in the Treasury Department, all of the facts available
through the studies of the Treasury have been placed before them by
members of my staff; and we have in turn sought and received their
counsel as to the procedures for refunding or new ﬁnancmg which
should be adopted at any particular time.

The result is that the Treasury has maintained a considerable in-
vestment of long-term institutional funds in Government securities,
despite the great outflow of such funds inte mortgages and other
private obligations which has accompanied the postwar resurgence of
private business. This reflects not only eur joint efforts with various
investor groups to fit Government securities into a changing invest-
ment situation, but also the maintenance of a basically sound position
in the public market for United States Government securities. With
a debt of over $250 billion, an orderly situation in the Government
bond market at all times is one of the vital requirements of a policy
which safeguards the Government’s credit and fosters an environ-
ment favorable to long-term investment.

In addition to the efforts which have been made to provide a satis-
factory outlet for the funds of nonbank financial institutions, the
Treasury also has maintained an active program for attracting and
holding the short-term funds of business corporations. The issuance
of tax anticipation bills, which represents a new departure in Govern-
ment financing, might be mentioned in this connection. These bills
were designed as an investment medium for funds accrued by corpo-
rations to meet the heavy tax payments due on March 15 and June 15
of each year.

Tax anticipation bills, together with savings notes and regular bills,
fulfill the purpose-of providing an outlet for short-term business funds
of all kinds. Approximately $6 billion of savings notes, largely held
by corporations, .were outstanding on December 31, 1952. Tax
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anticipation bills were outstanding in the amount of $4% billion, as a
result of the offerings in October and November of 1952. About
$2% billion of tax anticipation bills were sold in October and November
of 1951 and were used, mainly by corporations, in payment of taxes
due in March and June of 1952. (See exhibits 10, 11, and 12.)

Thig brief review of our experience with secucities particularly
suited to business needs indicates that the Treasury has had consider-
able success in providing investment outlets both for corporation tax
reserves and for the large volume of other short-term funds which
business organizations must keep on hand during periods of high
business activity.

The Treasury’s savings bond program, which is shaped prlmanly
with the requirements of individual investors in mind, is undoubtedly
the best known of all our activities to meet investor needs and to
. encourage widespread ownership of Government securities. This
program and its results during the postwar period are fully discussed
in section (3), immediately below.

(3) Stimulation of thrift and individual savings through active promotion of United
States savings bonds.

The importance of the Government’s achievement in holding and
increasing the wartime investments of the American people in savings -
bonds can best be appreciated when we recall the doubts and fears
which were Widely expressed on this matter during the early postwar -
period.

On June 30, 1946 there were $49 billion of savmgs bonds outstand-
ing, of which approximately $43} billion were in the hands of indi-
viduals. A large number of these securities were owned by people
with limited financial resources whose Government bond holdings
represented their only liquid savings.

No one could predict what would happen to those investments as
the business situation developed. After every other major war in our
history, we had experienced severe depression and widespread unem-
ployment. The reconversion from wartime to peacetime business
which was in progress in 1946 represented the most. rapid and far-
reaching business adjustment which had ever taken place in this
country. At the same time, it was realized thiat the size of the Gov-
ernment debt would bring problems of debt management more
difficult and complex than any we had faced before.

Savings bond holdings represented one of the imponderables in this
situation. Many thought that a wholesale liquidation of savings
bonds at some time in the future would be unavoidable. If business
fell off sharply, it was argued, ready cash would be needed to tide
people over the hardships of unemployment—and savings .bonds
represented the chief source of ready cash for millions of families. If
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business and employment held up, people would cash bonds to finance
purchases of goods which they had been unable to buy during the war.
At best, the outlook was clouded with uncertainty.

The Treasury believed at this juncture that a Nation-wide thrift
campaign was needed which would enlist not only the savings bond
promotion activities but also the assistance of all the savings groups of
the country, including the commercial banks. The purpose of this cam-
paign was to make people aware of the desirability of holding on to
their bonds and increasing their savings generally. When it became -
clear that the widely heralded prospective depression in the early post-
war period was not occurring, and when consumer goods became avail-
able in quantity, consumer buying reached and maintained a volume
far beyond the business experience of any previous period. Many sav-
ings bonds were cashed to pay for new houses, new cars, educational
programs, family emergencies, and so on. But other bonds were
bought; thus demonstrating that the Treasury’s thrift program had
taken hold. In addition, substantial amounts of wartime bond
purchases were retained as permanent investments. ‘

Clearly, the thrift habits which the Government continually empha-
sized during the war and postwar years in connection with the savings
bond program have become strongly entrenched. There have been no
problems of refinancing the Government debt held in savings bonds.
Instead, the Treasury has been enabled to use its available funds for
reducing the Government security holdings of the commercial banking
system. The ability of the Government to hold and increase the
amount of the people’s savings represented in savings bonds has thus
* been a most important factor enabling the Treasury to improve the
basic soundness of the Government debt structure.

In figures, savings bond ownership increased $8% billion during the
. 6 years ending last June 30, from approximately $49 billion on June 30,
1946, to more than $57% billion on June 30, 1952. Individual holdings
alone, which were approximately $43} billion in June 1946, were $49
billion on June 30, 1952, an increase of $5% billion. The increases in
interest rates obtainable on savings bohds and the other improve-
ments affecting these issues which were. made in 1951 and 1952 have
played a part in the continued investment interest which these
securities have held for the American people.

An important feature of the savings bond program during the war
and postwar years has been the emphasis placed on thrift. .Our goal in
the Treasury has been not solely to sell Government securities, but
rather to encourage savmgs habits in general.

The figures on changes in various types of savings during recent
years are, therefore, of considerable interest in this connection. Be-
tween the end of December 1945 and June 30, 1952, savings accounts
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in commercial banks increased 28 percent; in mutual savings banks, 42
percent;in savings and loan associations, 144 percent; and md1v1dual
holdings of Series E savings bonds, 14 percent.

There is no doubt that the Treasury s promotion program for savings
bonds has succeeded in stimulating savings of all kinds. This is par-
ticularly true in the case of the many families whose savings bond
purchases through the payroll deduction plan represented their first
experience with regular saving.

(4) Use of debt policy cooperativé]y with monetary-credit policy to coniribute
toward healthy economic growth of the country.

Maintenance of stable credit conditions has long been recognized
as an important influencing factor in the maintenance of high activity
and employment. Important responsibilities in this area have been
assigned by the Congress to the Federal Reserve System; and these
responsibilities involve keeping fluctuations in the total supply of
credit from becoming so excessive as to endanger healthy economic
growth and the maintenance of sustained high activity.

The Treasury has the responsibility for debt management policies.

The public debt at the close of the fiscal year 1952 amounted to over
40 percent of all debt, public and private; and among the important
holdings of Government securities were those of the banking system.
It is clear, therefore, that the Federal Reserve’s responsibilities for
sound credit policy and the Treasury’s responsibilities for sound public
debt policy are intermingled and must be discharged cooperatively.
The broad objectives of the two agencies are the same. The problem
is to balance the many difficult considerations that enter into policy
formation on each particular matter involving both debt management
and credit policy.
_ Throughout the period since the close of World War II the Treasury
and the Federal Reserve System were agreed upon the fundamental -
objective of maintaining a high level of production, employment, and
income with as great price stability as possible under the varying con-
ditions which existed in the economy. The related objectives which
were involved as the postwar period proceeded were also a matter of
agreement between the two agencies. These included: (1) mainte-
nance of confidence in the credit of the Government; (2) maintenance
of a sound market for the securities of the United States Government;
(8) restraint, during much of the period, of over-all credit expansion;
(4) increase in the ownership of Government securities by nonbank
investors and reduction in the holdings of the banking system; and
(5) adjustment from time to time in the wartime pattern of interest
rates, as this became appropriate.

There were differences of opinion on various occasions as to the
techniques which should be employed in reaching these objectives.
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But there was never any disagreement as to the fundamental goal—to
promote stable economic growth through credit and debt policy while
meeting the fiscal requirements of the Government.

During these years, the Treasury and the Federal Reserve worked
together on the several programs which were undertaken to achieve
their joint objectives. The two agencies cooperated in a debt
reduction program concentrated on the holdings of the commercial
banking system. Both agencies were also in favor of encouraging

_savings throughout the economy. They were in agreement that,
when the occasion called for them, selective credit controls and other
selective restraints were useful in dealing with inflationary pressures.

In the process of carrying out these programs, the views of the two
agencies often differed as to matters of emphasis, selection of instru-
ments and methods to be employed, and timing. All of these matters,
however, were the subject of continuing consultation between mem-
bers of my staff and myself, on the one hand, and representatives of
the Federal Reserve System on the other. Following such consulta-
tions, actions were taken by the responsible agency which in its
judgment provided:the best solution of the problems under considera-
tion, on the basis of all available evidence and views.

The outbreak of hostilities in Korea presented new problems of
monetary and debt management which increased the meed for co-
operative planning and consultation between the Treasury and the
Federal Reserve System. The situation which we faced at that time
differed from any in our previous experience. The attack on Korea
and the response of our country and the United Nations to it did not
precipitate an all-out war; yet the defense program of the United States
and of the free world had to take into account the fact that further
Communist aggression might at any time be attempted. ‘

The new strains which these developments placed on our economy
and on the finances of the Government were recognized by the Treas-
ury and the Federal Reserve. On March 4, 1951, the two agencies
made a joint announcement emphasizing their common purpose in
assuring the successful financing of the Government’s requirements
and maintaining soundness in the public debt structure. As the
result of the continuing joint efforts of the two agencies, the financing
of the Government’s requirements, including its requirements for new
money during the period of the Korean emergency, has been success-
fully conducted with a minimum strain on the financial structure of
the Nation. ’ '

(5) Tax policies and tax legislation to finance Government since June 1946.

Tax policies advocated by the Treasury since June 1946 have been
directed. toward meeting the changing needs of the Nation. This
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momentous period of history presented distinct economic problems
to which tax policy had to be adapted.

"During this period, the Treasury consistently advocated fiscal poli-
cies designed to safeguard the credit of the Government. It actively
sought structural improvements to enhance the equity of the tax
laws. The outbreak of hostilities in Korea in mid-1950 imposed
severe strains on the economy and sharply increased revenue require-
ments. Since that time tax policy has borne the responsibility of
financing defense as nearly as possible on a pay-as-we-go basis, while
retaining the incentives to work and invest which are basic to our
free enterprise system.

During the six fiscal years ending with the fiscal year 1952, as a
whole, the Treasury operated with a net budget surplus of approxi-
mately $3% billion. Since tax increases passed by the Congress were
less than those recommended, the fiscal year 1952 ended with a $4
billion deficit and another deficit is anticipated for the fiscal year 1953.

The policy of covering governmental expenditures out of current
tax revenues during these years served to reduce the strains and dis-
locations due to inflation. During most of this period, the economy
was enjoying an unprecedented prosperity, and strong inflationary -
pressures prevailed. This situation called for tax policy aimed at
both balancing the budget and reducing the public debt. Such a.
policy was put into effect, and contributed in a positive way to the
maintenance of the credit of the Government and the soundness of
the country’s currency.

In the fiscal year which saw the transition from war to peace—the
fiscal year ending June 30, 1946—Federal Government expenditures
fell off by about $40 billion from the wartime peak of just under $100
billion reached in the fiscal year 1945. In the fiscal year 1947, the
first fiscal year here under review, expenditures were again reduced
by more than one-third and the Federal Government operated at a
surplus of about three-fourths of a billion dollars. This desirable
transition from a period of war deficits-to peacetime surpluses was
accomplished without serious unemployment or economic dislocation.

In view of our large wartime debt, maintenance of the Nation’s
finances in a sound coundition required keeping our tax revenues at a

“high level during the prosperous postwar period in order not only to
meet expenditures, but also to provide for the orderly retirement of
the debt. It required also the utilization of tax reduction opportuni-.
ties for the improvement of the structure of the revenue system rather
than for indiscriminate across-the-board reductions. For these reasons
the Treasury opposed premature tax reduction leglsla,mon in 1947
and 1948.

The Treasury opposed tax—cuttmg leglslatlon in 1947, believing that
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under the prosperous conditions then prevailing, taxes could be paid
with less hardship and adverse economic effect than would be possible
under less favorable circumstances. The Secretary outlined the
desirable features of a sound tax system and urged the need for
advance planning to lay the foundation for future legislation. The
untimely tax reduction legislation passed by the Congress on June 3,
1947, was postponed by the President’s. veto and similar legislation
passed July 13, 1947, was also vetoed. .

When similar tax reduction proposals were renewed in 1948, the
Treasury reiterated the view that there was need for restraint; that
-sound fiscal policies were required to cope with inflationary pressures
and to reduce the public debt. The Revenue Act of 1948, passed over

dministration opposition, reduced revenues by approx1mately $5
billion annually.
~ In 1949, the President recommended tax increases to recoup some
of the revenue lost in 1948. This program recognized that a Govern-
ment surplus under the then existing conditions was essential to
provide a margin for contingencies, to permit reduction of the public
debt, to provide an adequate basis for future financing of existing
commitments, and to restrain inflationary trends.

Throughout these developments it was the Treasury’s position that
tax reduction, when feasible, should be utilized for the improvement
of the fairness of the tax structure and for the elimination of inequities
and loopholes. Intensive study was given to methods of ridding the
revenue structure of accumulated inequities and technical defects.

In 1948, the Treasury advanced specific proposals for improving
the tax system and its administration without substantial revenue
cost. A number of these were incorporated in a 1948 bill adopted by
the House, but were not considered by the Senate. In 1949, a further
attempt was made to achieve greater equity and revenue strength by
closing loopholes. Opposition to premature tax cuts was based on the
view that they were inappropriate under prevailing economic con-
ditions and would hinder desirable structural revision at a later date.

In 1950, the President recommended in a special tax message &
program to eliminate loopholes in the tax laws, remove onerous excise
taxes, and at the same time restore the revenue strength of the tax
system through additional taxes on corporate profits and revised
estate and gift taxes. The Congress was engaged in consideration of
this program in June 1950, when hostilities broke out in Korea.

This development swept aside immediate prospects of excise tax
reduction and confronted the United States with the problem of
financing a defense program of major magnitude. The Treasury
" sought to obtain added revenue to meet this emergency and at the
same time to promote long-run objectives. Its policies were directed
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toward financing the defense effort on a sound and equitable basis,
with minimum additions to the public debt. Adequacy of revenue
was given primary emphasis in order to preserve confidence in the
integrity of the Government’s finances, to distribute the heavy
defense costs fairly, and to restrain inflationary pressures.

Within 16 months after the outbreak of hostilities in Korea, three
major revenue acts were enacted. These measures increased the
annual revenue producing strength of the tax system by approxi-
mately $15 billion at 1951 income levels. Of this total, the Revenue
Act of 1950 accounted for nearly $6 billion, the Excess Profits Tax
Act of 1950 for about $4 billion, and the Revenue Act of 1951 for over -
$5 billion. Over 90 percent of the increased revenues under the three
measures was obtained from increased taxes on individual and corpo-
" rate incomes and profits. Minimum reliance was placed on consump-
‘tion taxes. '

The three major tax measures enacted since mid-1950 are of suffi-
clent importance to merit separate discussion. In the paragraphs
below, therefore, each of the three measures is reviewed in turn.
This discussion is followed by brief statements of certain other specific
developments in tax policies and programs since June 1946.

A. ERevenue legislation enacted since June 1950

The Interim Revenue Program.—At the time hostilities suddenly
broke out in Korea in mid-1950, Congress was considering tax revision
legislation. The bill under consideration was directed primarily
toward excise tax reduction. It provided reductions in war excise
taxes aggregating approximately $1 billion. Most of the revenue loss
was to have been recouped th.rough closing tax loopholes and from an
increase in the corporation income tax.

Although it followed the general pattern of the President’s Tecom- _
mendations, the House bill fell short of his revenue objectives. The
President had proposed (1) that excise taxes be reduced to the extent,
and only to the extent, that the resulting loss in revenue could be
replaced by closing loopholes in the present law, and (2) that $1 billion
of additional revenue be provided by revising and improving the cor-
poration, income, estate, and gift taxes.

When the Korean crisis oceurred, the fiscal year 1950 was drawing
to a close with a deficit of more than $3 billion. The Korean situation
evolved rapidly and the Treasury advised the congressional tax com-
mittees that it would not be prudent to proceed with further consider-
ations of the tax bill then under consideration. The public was warned
to prepare for higher taxes. The President announced that at an
appropriate time he would propose tax legislation to the Congress and
suggested that such legislation be guided by two fundamental prin-
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ciples: (1) “We must make every effort to finance the greatest possible
amount of needed expenditures by taxation. The increase of taxes
is our basic weapon in offsetting the inflationary pressures exerted by
enlarged Government expenditures. Heavier taxes will make general
controls less necessary. (2) We must provide for a balanced system
of taxation which makes a fair distribution of the tax burden among
the different groups of individuals and business concerns in the Nation. .
A balanced tax program should also have as a major aim the elimina-
tion of profiteering.”

The situation called for speedy enactment of tax increases. Even
before Korea, most economic indicators were pushing towards or ex-
ceeding record peacetime levels.. Gross national product, personal
incomes, and corporate profits were very close to the peak levels
reached late in 1948. Economic projections indicated the beginnings
of substantial inflationary pressures. The whole economy appeared
to be surging forward at an accelerated pace.

To meet the emergency expeditiously, the President proposed that
the pending tax reduction bill be converted.into an interim tax-
increasing measure to provide more time for the consideration and
Jimposition of direct controls as well as the formulation of a revenue
program for defense. Speed was of the essence because if taxes were
not increased promptly inflation would become an accomplished fact.

Accordingly, the Treasury recommended that the House bill be
revised (1) to eliminate excise tax reductions and other revenue-lower-
ing provisions, (2) to retain the loophole closing, dividends with-
holding, and life insurance company taxation provisions, and (3) to
embody increases in corporation and individual income taxes. To
avoid serious delay, it advocated deferring excess profits tax legislation
pending the completion of the interim revenue measure.

- The revenue legislation received expeditious congressional handling.
It was enacted on. September 22 and signed by the President on
September 23, 1950.

The Revenue Act of 1950 increased individual and corporation in-
come tax rates along the lines recommended by the Treasury. How-
ever, the corporation income tax increases were made applicable to
only about half of calendar year 1950 income instead of the full year,
as had been recommended. The act also provided for gradual ac-
celeration of corporation tax payments over a transition period of 5
years. -
The Revenue Act of 1950 was the first general stabilization measure
to be adopted and put into effect after Korea. It carried forward the
policy of the Administration to pay for the defense program out of
current taxes and thus to offset the inflationary pressure resulting
from increased Government expenditures.

221052—53—3
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The 1950 revenue legislation was facilitated by the fact that the
tax structure which had been developed during the preceding years
permitted the increased rates to become effective almost immediately
by virtue of the current-payment system and the system of with-
holding income taxes as salary and wage income is received. The
tax structure permitted tax rates to be increased, expanded, and made
promptly effective without major structural revision. This made it
possible for the Government to rely upon the individual income tax
for a large part of the additional revenue required for the defense
effort. '

Tazation of defense proﬁts.——In his message to the Congress on
July 19, 1950, the President urged that ‘“‘a balanced tax program
should also have as a major aim the elimination of profiteering.”
The Revenue Act of 1950 did not include an excess profits tax because
of the time required to draft such complex legislation. It did, how-
ever, contain a directive to the Joint Committee on Internal Revenue
Taxation to make a complete study of the problems of excess profits
taxation and instructed congressional tax committees to report out
an excess profits tax bill, retroactive either to July 1 or October 1,
1950, as soon as practicable after November 15, 1950.

In November 1950, the President urged immediate adoption of an
excess profits tax effective as of July 1, 1950, to raise $4 billion annual
revenue. He pointed out that busmess profits had increased since
that date and that such profits “should obviously be taxed as part of &
sound program of defense taxation.”

The Treasury’s suggestions on the principal prov151ons of a profits
tax to raise approximately $4 billion in revenue were presented to the
Committee on Ways and Means on November 15, 1950. These sug-
gestions took full account of the fact that Congress had given extensive
support to the principles of excess profits taxation during its con-
sideration of the interim tax bill.

As enacted, the Excess Profits Tax Act of 1950 imposed a tax of 30
percent on corporation profits in excess of 85 percent of the average
three highest base-period years 1946-1949, to be effective for a period
of 3 years, July 1950 to June 30, 1953. Provisions were also made for
alternative credits based on invested capital and growth. So-called
automatic relief provisions based on industry rates of return were
provided.

The President approved the Excess Profits Tax Act on January 3,
1951. He commended the Congress for its speed in completing this
complex legislation. .

Revenue Act of 1951 —Although the Revenue Act of 1950 and the
excess profits tax had increased revenues substantially, the task ahead
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required more and heav1er taxes to finance addltlonal expenditures for
national defense.

In his tax message to the Congress February 2, 1951, the President
pointed out that “inflationary pressures will be strong even after taxes
are increased enough to balance the budget. We will still need direct
controls over prices and wages. But it may not be possible to make
these controls effective unless we tax -ourselves enough. Certainly
those controls will be far more effective if we pay for expenditures
through taxes as we go along.”

To meet the problem the President recommended that the tax
program be enacted in two parts. This two-phase program was sug-
gested because of the difficulty of estimating the speed with which
military production and expenditure would get under way. He sug-
gested that the first part provide additional revenue of at least $10
billion and that such remaining amounts as would be needed to keep
the Government on a pay-as-we-go basis be provided at a later date.

On February 5, 1951, the Treasury outlined to the Committee on
Ways and Means of the House of Representatives a tax program to
yield approximately the $10 billion the President requested. The
largest portion of the additional revenue, $4 billion, was to be provided
by raising all income tax brackets by 4 percentage points and by
increasing the capital gains tax rate from 25 to 37% percent. Increases
were also proposed in the corporate income tax and in a number of
excise taxes.

Improvements were also urged in the tax structure and in enforce-’
ment provisions since higher rates accentvated existing inequities.
Previous legislation had been successful in closing several important
loopholes but further action was needed along these lines. Improve-
ments in the tax structure in those areas which enabled favored tax-

- payers to escape their fair share of the burden were also recommended.

Revenue increases adopted under the Revenue Act of 1951 were
only about half the amounts recommended. The bulk of the increase
came from taxes on individual and corporate incomes. The force of
this legislation was partially dissipated by the fact that it contained a
number of provisions which acted as tax havens. These included
excessively liberal capital gains and family partnership provisions,
and additional depletion and related allowances for certain mineral
properties.

Because of these features, the President approved the bill only with
reluctance, indicating that he would have disapproved the legislation
if the need for revenue had not been so pressing.
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B. Other specific developments in tax pohcws and programs
since June 1946

Social security taxes—During the period since June 1946 the
Treasury gave continuing attention to the development of effective
methods for extending and expanding the coverage of the old-age and
survivors insurance program, drawing upon its experience with war-
time and postwar taxation of lower income groups. The efforts to
- extend coverage culminated in the enactment of the Social Security
Act Amendments of 1950, which brought within the framework of the.
- retirement program millions of self-employed persons, agriculturai and
domestic workers, and employees of State and local governments and
nonprofit institutions. At the same time the general level of social
security benefits and taxes was increased. The 1950 legislation also
reversed the action of the precedmg Congress which had excluded some
workers from coverage.

During the six full fiscal years under review, the Secretary, as manag-
ing trustee of the old-age and survivors insurance trust fund, was
responsible for the management of an ever-increasing reserve fund
At the end of the fiscal year 1952 the assets of the fund stood at $16.6
billion compared with $7.6 billion 6 years earlier.

Federal-State-local tax coordination.—Throughout the postwar period
the Treasury has sought to advance Federal-State-local tax coordina-
tion. State and local governments emerged from World War II with
substantial surpluses. Tax revenues expanded during the war while.
the limited availability of materials and manpower held down expendi-
tures. The postwar years were characterized by rapidly increasing
needs for State and local services which exhausted wartime reserves of
State and local governments and pressed heavily against the expanding
revenues. This coincided with the continuing need for high level
Federal revenues. In the process, the problems of intergovernmental
tax coordination were intensified.

In recognition of this situation, the Secretary of the Treasury
invited State and local representatives to meet with Federal officials
in Washington in April 1949 to explore intergovernmental fiscal
problems, including methods of reducing overlapping taxes and
administrative duplication. Among other proposals, the conference
considered the suggestion that.the Federal Government relinquish
certain excise revenues to State and local governments either. through
rate reduction or tax repeal. It agreed that Federal budgetary
conditions at the time precluded abandonment of excise revenues,
and recommended that the interest of the States and municipalities
be kept in view when circumstances permitted a general Federal
excise tax revision.
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Administrative cooperation between Federal and State fiscal
authorities has been extensively developed since the war. Federal
income tax returns have been opened to inspection by State. tax
officials, and in recent years, thousands of transcripts of individual
and corporation income tax returns have been supplied to the States.
Beginning with 1950, Federal-State cooperation entered a new phase,
with the exchange between Federal authorities and a number of States
of -information uncovered through tax audits. This program is
proving successful and several States have expressed a desire to
participate in it. Legislation proposed by the Treasury and enacted
in 1952 will enable Federal agencies to withhold State income taxes
from their employees where States make general use of income
tax withholding. .

Extensive administrative cooperation has been developed in the
enforcement of alcohol and other excise taxes. Federal, State, and
local enforcement officers work closely together in the detection of
illicit alcohol production. Treasury records on alcohol shipments and
on alcoholic beverage distributors are made available to the States as
an enforcement measure. The States have had a special problem of
enforcement of tobacco taxes because interstate parcel post shipments
provide a means of tax avoidance. Federal legislation in 1949 relieved
this situation by requiring that monthly reports be made to State
administrators by persons who sell cigarettes in interstate commerce
and ship them to other than licensed distributors in a State which
taxes cigarettes. '

The problems associated with payments to State and local govern-
ments on federally owned real property have long been a troublesome
factor in intergovernmental relations. The 1949 Treasury conference
on intergovernmental fiscal relations revealed more interest in this
problem than in any of the others discussed. As a result, plans were
formulated with Treasury participation for a uniform system of
payments to State and local governments on account of federally
owned real estate. Legislation along these lines is pending in the
Congress.

International tax relations.—In the immediate postwar period,
. private investment abroad could play only a minor role in the restora-
tion of war-torn economies. In subsequent years, as United States
policy turned increasingly to private capital to promote the economic
growth of the free world through Point IV and other programs, the
Treasury developed a number of tax proposals to further foreign
economic policy. Recommendations were made to the Congress (a)
‘to liberalize the tax treatment accorded income from personal services
rendered abroad, (b) to liberalize the credit allowed for foreign income
taxes, (¢) to permit postponement of tax on income earned abroad
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through branches of domestic corporations until such income is
remitted to the United States, and (d) to grant a.credit under the
Federal estate tax for death duties imposed abroad. Except for the
postponement of tax on branch income, Congress adopted legislation
along each of these lines. Legislation on tax postponement has been
introduced and is under consideration by the Ways and Means
Committee.

The Treasury conducted an active tax treaty program to eliminate
international double taxation, thus further promoting the Nation’s
economic interests and its foreign policy. Income tax treaties were
concluded with 7 countries, bringing the total number of such agree-
ments now in effect to 11. Treaties with three other countries have
been signed but await exchange of ratification. In addition, a number
of estate tax treaties were also negotiated.

The Treasury actively participated in a number of international
meetings dealing with tax policy. In 1948, it helped to launch the
United Nations Fiscal Commission. The Fiscal Assistant Secretary
of the Treasury, who represents the United States on the Commission,
has played a leading role in its deliberations.

* * * % * ¥ %

Viewing the events of the period since June 1946 in retrospect,
there are grounds for genuine satisfaction that, on the whole and
despite imperfections, the tax structure has served the purposes of the
American people well. Despite the additional burdens which they
have been called upon to bear, the people of this Nation have enjoyed
a higher standard of living than ever before. Production has gone
forward and future productive capacity has been expanded. ’

This experience demonstrates in a gratifying manner the capacity
of a democratic Nation to use the self-discipline of taxation wisely.
It affords confidence that a courageous and constructive approach to
tax policy can help build a sound and enduring prosperity
(6) The formulation, expression, and coordination of Umted States foreign

financial policies.

The 6% years since Jlme 1946 have been years of rapid evolution
in United States foreign financial policies to meet rapidly changing
developments in the world political and economic situation. We
have passed through the immediate postwar adjustment to the ter-
" mination ‘of lend-lease arrangements, and through the period of
emphasis on the physical recovery of industrial and agricultural
production. In 1949 and 1950, we were increasingly devoting atten-
tion to financial, monetary, and exchange policies which were making
it possible to approach the kind of international monetary system
-and level of international trade, with reduced reliance on United
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States assistance, which we had been seeking. Then in 1950 the
attack on the Republic of Korea posed for us the necessity of new
emphasis on defense throughout the free world, and presented new
problems in the financial relationships of the United States with
other countries.

Throughout this period, while dealing with the immediate and
urgent problems which continuously arose, I have sought to keep -
before the world our broad objective of a high level of world trade and
investment, which would improve the standard of living of the free
peoples and attain higher levels of useful production, employment,
and trade. Conscious of the financial costs of our foreign assistance
programs, I have sought to encourage greater reliance on trade and
investment and a better balance in international accounts through
. realistic exchange rates, backed up by vigorous and sound internal
financial policies among the countries participating in our assistance’
programs. Our hope is to achieve a goal of expanding multilateral
trade and a greater degree of convertibility of currencies, which will
open the world to an increasing extent to the stlmulatlng and con-
structive forces brought into play by the competitive price system
operating internationally as well as domestically. Accordingly, we
have sought the removal of hampering restrictions whether they take
the form of restrictive tariffs, quotas, prohibitions, exchange restrlc-
tions, or other artificial supports or devices.

In the United States itself, we have been able to contribute decidedly
to these objectives. We have maintained a strong currency and
~ through our free convertibility of dollars into gold for international
transactions have provided the foundation upon which the world
monetary system may berebuilt. We have made substantial progress
in reducing our barriers to the free flow of international commerce,
through our tariff reductions and in the improvement of our customs
administration. I have been pleased to see our 1mp0rbs grow signifi-
- cantly, and I hope that our friends abroad will be in a position to
pay their way to an increasing extent by trading freely in world
markets. -

Since much of the progress Whlch we can malke toward this goal
depends upon the actions of other governments, I have taken an
active part in our efforts to obtain their cooperation in promoting
these objectives. Opportunities have been provided through personal
contacts, through expressions of this Government’s views, and through
constant contacts between the Treasury and foreign finance ministers.
Representatives of -foreign governments have frequently come to
Washington to discuss problems of mutual interest. Also, I have
visited foreign countries for conversations with their financial officers
on several occasions, such as trips to Latin America in 1946, 1947,
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and 1952; to the Middle East, and the Far East in 1949; and to
Europe in 1949, 1950, and 1952. Ultimate decisions in exchange,
fiscal, and other major financial matters are taken by the countries
concerned, but we are in a position to seek their cooperation and to
express our views. In addition to the normal relations between gov-
ernments, we possess in the International Monetary Fund an inter-
national organization which devotes special attention to the promo-
tion of consultation and cooperation in exchange policies, with a
view to avoiding conflicting courses of action by the nations of the
world. Throughout my term as Secretary of the Treasury, I have
served as Governor for the United States in this institution, and have
appreciated the opportunity to take an active part in its early forma-
tive stages and in its subsequent development.

In addition to this broad concern, a number of problems have arisen

-in the coordination of grants and credits being undertaken by a variety
of administering agencies. I have been Chairman of the National
Advisory Council on International and Monetary Problems, which
has been charged by Congress with responsibilities for such coordina-
tion. The Council has reviewed the financial policy issues arising in
the series of annual assistance programs, as well as those presented by .
the continuing operations of national and international lending
agencies.

In the latter part of the period and particularly after the aggression
in Korea, the Treasury has been concerned with the financial aspects of
our mutual security programs. As the mutual defense programs de-
veloped under the aegis of the North Atlantic Treaty Organization, it
became apparent that many of the major decisions in foreign countries
could be taken only with the active participation and approval of the
finance ministers. Frequently the critical questions concerned the
financial effort required of NATO members relative to the contribu-
tions being made by other members and to the form and amount of
United States assistance. At the same time, our contribution to the
common effort was a matter of major concern to the United States
taxpayer. Accordingly, at the designation of the President, I became
a member of the Council of the North Atlantic Treaty Organization,
serving in this capacity with the Secretary of State and the Secretary
of Defense. o v

A special responsibility has arisen from the Korean conflict. In
support of our efforts in Korea, I took action on December 17, 1950,
to block financial transactions involving Communist China or North
Korea. This measure not only immobilized existing dollar assets of
Communist China and North Korea and their nationals, but prevented
these areas from selling their goods to the markets of this country
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for foreign exchange which could be used to aid their attack upon our
forces.

Many of these international financial problems have required
fairly constant attention throughout the period under review. In
each of the postwar years, however, circumstances have required
that special attention be given to one or more particular aspects
of the broader iniernational financial problem, as mdlcated in the’
following paragraphs.

When I began my term of office in June 1946, we were faced with
the problem of immediate postwar relief and reconstruction, and
the task of building a stronger international monetary system. An
initial part of the latter task was the carrying forward of the organi-
zation and functions of the financial institutions which had originated
in the Bretton Woods Conference in 1944. One of these institutions
was the International Monetary Fund, which was designed to improve
the standard of living of its members and to. promote production and
trade through international cooperation in exchange policy. It was
directed to work toward a world of free exchange and convertible
currencies, and to this end was provided with funds available for
short-term financial assistance, to be associated with its consultations
and review of the exchange, monetary, and financial policies of its
members. The second new institution, the International Bank for
Reconstruction and Development, was designed to make or guarantee
international loans for productive purposes.

I have participated in the formulation of policies for the two
organizations, through the National Advisory Council which advises
the representatives of the United States on the boards of the two
institutions. As United States Governor, I have represented the
United States at the seven annual meetings which have been held
since the establishment of these organizations.

The year 1947 was marked by increasing evidence that many foreign
countries, particularly in Europe; were unable to effect the conversion
to peacetime conditions, and carry out the needed reconstruction,
without serious internal inflationary stresses and a critical strain
- upon their balance of payments. The immediate postwar program of
relief on an international basis began to be replaced by United States
foreign -relief programs. Our efforts to rebuild the world monetary
system also were set back by the failure of the British attempt to
make sterling convertible and the rapid exhaustion of the funds pro-
vided by the Anglo-American Financial Agreement. Asadministrator
of the Anglo-American Financial Agreement, in consultation with
‘the National Advisory Council, I conferred with the representatives
of the British Government on the situation arising out of the 1947
crisis,



26 1952 REPORT OF THE SECRETARY OF THE TREASURY

Recognizing the economic stresses under which the European
countries were laboring, the executive branch developed and presented
to the Congress in the winter of 1947—48 proposals for a European
recovery program. As Chairman of the National Advisory Council,
I guided the deliberations of the Council on the major financial
policy questions raised by a program of this magnitude and character.
In presenting the views of the Council to the Congress, I pointed to
the large outstanding obligations of the European countries and
recommended that the bulk of the assistance be provided in the form
. of grants, rather than loans, in order that we might avoid so large an
increase in debt as to operate to the disadvantage of future trade and
private investment. The importance of efforts by the participating
countries to increase production, expand trade, and seek financial
stability was stressed. Particular emphasis was given to the vital
importance of the control of inflation through appropriate fiscal and
monetary policies, taxation, and improved fiscal administration, cur-
tailment of postponable expenses, sound ‘credit and debt pohcles
and appropmate exchange rates.
Also in 1948, it became apparent that financial reforms were
necessary in Germ‘any and Japan. In both countries the early
postwar period was characterized by acute inflation which impeded
economic recovery internally and kept them in a weak international
position, supported by large appropriations administered by the
United States military forces.” The Treasury cooperated actively
with the State and Defense Departments in planning and carrying
out the currency reform in Germany. This reform was highly success-
ful and gave impulse to a striking recovery in the balance of payments
and in the internal prosperity of Western Germany. Through the
National Advisory Council, attention was focused on the Japanese
situation in the same year, and recommendations were made which
- eventuated in special missions to Japan, who advised the Supreme
Commander and the Japanese officials on exchange policy and internal
measures. The stabilization program resulting from these efforts
provided an impressive stimulus to Japanese recovery.

- In 1949, progress was being made in a number of continental

European countries in controlling inflation and strengthening their
currencies. However, in my presentation to the Congress of the
recommendations of the National Advisory Council in the spring of
that year, I suggested that the problem of exchange rates should be
reviewed with a number of European countries during that year,
with a view to exploring the extent to which they might improve
their position by an adjustment of their overvalued currencies. In
the autumn of 1949, shortly after the conclusion of the annual meeting
of the International Monetary Fund and the International Bank, the
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British Government decided to adjust the par value of the pound
sterling, and this was quickly followed by a number of adjustments
in other exchange rates. Following this world-wide adjustment,
the current deficit of the rest of the world with the United States,
which had been more than $7 billion per annum early in 1949, dropped
‘to about a third of this figure. At the current level of United States
assistance, this permitted some improvement in foreign reserves.
While the exchange adjustments did not account for all of this favor-
able turn in the world payments situation, it seems clear that they
contributed substantially to this result. ‘ ’

The invasion of Korea set off a new series of disturbances through-
out the world. Prices rose and increased military preparations added
to the generally inflationary pressures in many countries. Large
imports by the United States resulted in considerable additions to the .
gold and dollar reserves of the sterling area and other raw material
producing countries, but the high prices of raw materials adversely
affected the European manufacturing centers.

There were suggestions that some of the raw material producing
areas appreciate their currencies with respect to the dollar. The
National Advisory Council opposed any general revision of exchange
rates by countries maintaining exchange restrictions or receiving
special United States assistance; and I stated the view of the United
States that such action was not justified in view of our armament
effort and our mutual assistance program, and would merely give
a trade advantage to particular countries. :

New evidence of inflationary strain and external pressure on the
balance of payments developed abroad in the latter part of 1951, and
has continued into 1952. These developments emphasized the close
relationship of internal financial policy to a sound balance-of-pay-
ments position. This theme was developed during the consultations
and discussions of the International Monetary Fund during the
summer of 1952. Efforts were undertaken, particularly by the United
Kingdom and certain other countries, to arrest inflationary trends.
In the annual meeting of the International Monetary Fund and the
International Bank in Mexico in September 1952, I noted an increasing
realization of the vital importance of controlling internal inflation
through sound fiscal and financial policies. Expressing the views
of this Government, I emphasized the essential but frequently
unpopular role of the finance minister in urging the difficult road -
of fiscal and monetary measures which minimize inflationary pressures,
as against the easy and frequently popular road of inflation and

- exchange and trade restrictions, which leads in reality to instability
and weakness. (See exhibit 35.) , '

A more detailed review of the problems of these years in relation
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to the responsibilities of the Treasury- and the objectives of the
United States in the area of international financial relations will be
found in a later section of this report (pp. 218 to 235). In this section
also, details of programs and actions which have been instituted with
respect to United States gold and exchange policies, international
monetary cooperation, and United States economic assistance pro-
grams are given at greater length. .

(7) Reorganization and management imbroyement in the Bureau of Internal

Revenue in order that the Bureau might more adequately fulfill its increased
responsibilities. :

At the time that I took office in June 1946, there was urgent need
for adapting the operations of the Bureau of Internal Revenue to its
greatly expanded responsibilities. Between 1940 and 1946, the Bu-
reau had grown from a $5 billion to more than a $40 billion business.
Its collection job had multiplied eight times in dollar volume from 1940
to 1946. Its customers had quadrupled from nearly 20 million to
more than 80 million in tax returns filed during the same period.

In addition to increases in the sheer volume of the workload, the
nature of the tax collecting job had undergone major changes during
the war years. Before the war, tax collection was concerned largely
with taxpayers having fairly substantial incomes. These taxpayers
generally kept accurate records, utilized the services of accountants or
lawyers, maintained bank accounts, and possessed a general knowledge

.. of tax requirements. Practically overnight, the income tax was

extended to cover millions of modest-income people whose records
were scanty; who were untrained in tax requirements, who often had
no bank accounts, and who changed jobs frequently. The Bureau
was thus called upon to administer and collect a very broadly based
mass tax, with all of the problems of education, administration, super-
vision, and enforcement which this created.

At the same time, major changes in the methods of tax collection,
notably the withholding tax, had occurred. The withholding tax
represented an important step forward in convenience and effective-
ness of tax paying and tax collection. Nevertheless, the new current
tax payment system called for basic changes in tax collection practices.
In addition, many new and complex taxes were imposed and super-
imposed during the war, including a large number of excise taxes, each
one with separate problems of administration, collection, and enforce-
" ment. Finally, the severe shortage of manpower and mechanical
equipment during the war increased all of these difficulties, making it
necessary for the Bureau to meet its magnified tasks with a prewar
machinery which was neither designed nor equipped to handle them.

While the war was going on, the Bureau solved these problems as
best it could, using its limited facilities where they were needed most.
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But by June 1946, the investigation of individual income tax returns
had fallen about 1 year behind schedule and the investigation of cor-
porate income and profits taxes nearly 2 years behind. Furthermore,
only limited manpower could be spared from the Bureau’s most essen-
tial functions to obtain better enforcement and collection.

During the past 6 years, a thorough, drastic, and far-reaching
revision of the tax collecting mechanism and of the entire operations.
of the Bureau has taken place. These developments have grown out
of the management improvement program which was started in
 October 1946. At that time, I called to Washington all the key-
revenue officials. The goal which I placed before these officials was
the transformation of the Bureau as it existed on that date—with
a basic structure dating back to the 1860’s—into a modern, stream-
lined organization carrying on its operations according to the latest
-practices of modern business. ’

The October meeting was the first of a continuing series of actions
through the ensuing months and years. The program as it progressed -
has resulted in-a large. number of major changes and in innumerable
lesser improvements in the Bureau’s methods and administration.

One of the important changes is the President’s Reorganization
Plan No. 1 for 1952, which President Truman sent to the Congress
in January 1952 and which became effective 2 months later with
congressional assent. The essential features embodied in this plan
are: (1) The elimination of political appointment of all Bureau per-
sonnel except the Commissioner, and the placing of such personnel
under civil service and the merit system; (2) abolition of the collectors’
offices and the establishment in their stead of not more than 70 local
area offices under the direction and supervision of not more than 25
district offices which are to have full administrative responsibility
for all Internal Revenue Bureau activities within a designated ares,
regardless of function or kind of task; (3) provision in the district
offices of a one-stop service to the taxpayer with respect to revenue
problems of any kind; (4) the achievement as the result of these and
other changes of an efficient, streamlined organization having the
advantages of (a) the consolidation of mass operations in the district
offices, (b) the greater use of modern mechanized processes of opera-
tions, (c) the delegation of more operating functions to the taxpayer
level, and (d) greatly broadened auditing and enforcement activities
through the use of personnel and funds released by improvements

_ elsewhere. :

On December 1, 1952, the major features of the reorganization of
the Bureau of Internal Revenue were completed. All of the collectors’
offices had been abolished and replaced by 64 directors’ offices under
the direction of 17 district offices, providing every section of the
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country with greatly improved facilities for conducting business
relating to tax obligations and tax payments.

The Reorganization Plan No. 1 of 1952 developed from the manage-
ment studies and surveys which were put into operation in the early
months of my tenure of office. In the period since then, the manage-
ment improvement program for the Bureau of Internal Revenue has
brought experience and management skill from every source inside
and outside the Government to bear on the Bureau’s organization
and operations. An audit control program was formulated for the

“purpose of achieving maximum effectiveness in audit and investiga-
tive techniques and maximum enforcement coverage with the avail-.
able personnel. A work simplification program was initiated at the
grass roots level and some 2,200 improvements in operations and
procedures have resulted. Employee incentive awards have been

~established and have been immensely productive of new ideas and
suggestions which have paid off. A management staff was set up as
part of the Commissioner’s Office, and a ‘Special Committee. to

Direct the Management Studies of the Bureau of Internal Revenue”

was created. This committee was composed of qualified people from
inside and outside the Government and headed by an experienced
businessman.

One of the outstanding management firms in the country was.
engaged to make comprehensive analyses of procedures in the col-
lectors’ offices and of Bureau operations in general. Improvements of
far-reaching consequence have resulted and are resulting from these
reports. :

Omne of the most tangible evidences of change which has occurred
during recent years has been the extensive conversion of manual
operations to labor saving and mechanical devices. The Bureau has
tried out and installed as rapidly as possible electronic computers,
punch card recording machines, high-speed posting machines, mechan-
ical validators for tax stamps, and many similar devices for speeding
up operations.

The most striking transformations, however, are not those which.
. can be seen by a visit to the Bureau’s offices. They are found in the
much greater efficiency of service rendered the taxpayer and the

public in general. The Bureau has substantially reduced its backlog
and absorbed a 13 percent increase in income tax returns filed (includ-
ing a 144 percent increase in the number of individual income tax
returns over $10,000, which require more work and attention). Yet
the cost of collecting the taxpayer’s dollar has fallen to 3o of a cent,
one of the lowest on record in modern times, and services of all kinds

“have been greatly improved.

For example, refunds on overpayments to some 30 million taxpayers
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as a result of the withholding ta,x——rum;ing annually close to $2
billion—have been speeded up through modern methods to the point
where most of them are now mailed out in approximately two months
after the March 15 tax payment date. Such refunds have formerly
1equired as long as 12 months. This single improvement is resulting
in a saving in interest payments on tax refunds amounting to as much
as $3 million in a single year.

The saving in time to both the taxpayer and the Bureau represented
by the great simplification of income tax forms put into- effect in
recent years is an example of another achievement of great importance.

The more intensive enforcement program made possible by the
streamlining of other Bureau operations is still another result, and a
most important one of the improvement program.” Additional tax
assessments and collections on unpaid taxes, many of which the
Government would not otherwise have collected, were approximately
$800 million, or 55 percent, greater in 1952 than in 1946. It has been
possible, also, to step up investigations and prosecutions of tax frauds.
In the fiscal year 1952 alone, additional taxes and penalties recom-
mended in the cases investigated by the Bureau’s special agents having
to do with tax frauds totaled more than $250 million, approximately
the amount required to run the Bureau for an entire year.

The record of improvements since 1946 in the Nation’s largest
business, the Bureau of Internal Revenue, is given in some detail in
a later section of this report (pp. 200 to 213), and is discussed also in the
chronological review of management improvement during the past
six fiscal years which appears on pp. 213 to 218, The record confirms

-my belief that the program which we have been able to put into effect
in the Bureau of Internal Revenue since 1946 represents an achieve-
"ment of outstanding importance in the history of governmental
operations. The irregularities of which some employees have been
guilty and which the Department has made every effort to eliminate
should not detract attention from the essential over-all honesty and
competence of the personnel of the Bureau of Internal Revenue.
The American people can well be proud of the integrity of the Bureau’s
‘employees and of the success with which the Bureau has sustained
their fidelity and devotion to duty.
(8) Improvement in services and operating procedures of the United States Coast
Guard.

One of the most difficult and pressing administrative problems
which the Treasury Department faced when I took office was the re-
adjustment of the Coast Guard, and its successful adaptation to the
many new responsibilities which had developed during the war years.
On January 1, 1946, the United States Coast Guard had been returned
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to the jurisdiction of the ’i‘reasury Department, after having operated
as part of the Navy during World War I1.

The peacetime duties for which this branch of the service was
responsible had undergone a radical change during the war years.
The extensive developments during World War II of such naviga-
tional aids as loran (electronic long-range aids to nawgatlon) and
weather reporting devices made necessary extensive changes in the
facilities relating to weather reporting and to air and sea safety which
are the responstbility of the Coast Guard. At the same time, the
tremendous increase in transoceanic air travel placed serious new
burdens on the personnel and equipment of the service.

For example, in August 1946, on the basis of an act approved by
the Congress and signed by the President, the United States became
an official member of the International Civil Aviation Organization.
This is an authoritative international group for the promotion of air
safety and other aviation matters. The United States Coast Guard
has the primary responsibility for carrying out the recommendations
of this organization for rescue at sea, and has been meeting its obliga-
tions with respect to these matters as rapidly as funds and personnel
would permit.

With respect to all its navigational and sea rescue activities, it has
been necessary for the Coast Guard to modernize operations in order
" to bring them in line with the requirements of present-day air and
marine transportation. At the present time, for example, the Coast
Guard maintains 37,838 aids to navigation in the navigable waters
of the United States, its Territories and possessions, the Trust Ter-
ritory of the Pacific Islands, and at overseas military bases. These
aids consist of many different devices ranging from simple unlighted
wooden spar buoys to light stations, lightships, and complex loran
networks. The 36 loran stations, located both in the United States
and in widely separated and isolated localities (Greenland, Labrador,
Newfoundland, Alaska, the Philippines, and the islands of the Pacific)
provide navigators traversing the military and civil air and sea routes
of the North Atlantic and Pacific Oceans with means for accurate
and quick determination of their positions at all times, regardless of
weather conditions. :

In addition to these dutles the Coast Guard participates in the
International Ice Patrol, maintains the Bering Sea Patrol, maintains
ocean weather stations in the North Atlantic and in the North Pacific
in fulfillment of international agreements, and performs a large number
of duties with respect to maritime law enforcement, inspection, and
safety. .

When I took office in June 1946, the future peacetime mission of the
Coast Guard with respect to all these needs and functions was uncer-
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tain and obscure. During the 10-month period after VJ Day, the
Coast Guard demobilized from 172,000 to 22,000 officers and men.
This had caused a disruption in the orderly procedure of its operations;

yet the host of new duties which had evolved upon the Service during
the war years remained as a continuing responsibility of grave pro-
portions.

Recognizing the critical nature of the problems in the summer of
1947, provision was made through the cooperation of Congress 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 a large number of recommendations aimed at furthering
improvements in Coast Guard operation. These proposals became
an integral part of a broad improvement program. Since that time,
other outside surveys have been made on specific aspects of Coast
Guard operations.

The details of the Coast Guard improvement program as it pro-
gressed year by year are given in another section of this report (pp. 237
to 251). I should like to note at this point, however, the following
major accomplishments. '

(1) Further work has-been done in integrating the duties of the
former Bureau of Lighthouses and the former Bureau of Marine
Inspection and Navigation into Coast Guard operations. These two
Services were transferred from the Department of Commerce. The
first was on July 1, 1939; the second, by Executive Order of February
28, 1942, which became permanent with Reorganization Plan No. 3
of 1946. Increased economy and efficiency have been attained through
consolidation of facilities, reduction of operating expenses, and better
use of personnel assigned to marine inspection and aids to navigation
functions.

(2) Important savings in expenditure and a more efficient use of
personnel were effected by consolidating districts and facilities when-
ever careful study indicated that this action was practicable.

(3) Extensive improvements in accounting organization and pro-
cedures were carried out. .

(4) A study of existing supply procedures initiated in 1949 resulted
in more efficient methods of procurement, better inventory control
with reduced costs, and improved distribution of stocks.

(5) Installation and more effective use of new devices, partlcularly
in the field of electronics, have enabled the Coast Guard to meet its
increased obligations and to carry out its traditional duties more
efficiently than ever before, even with a minimum of personnel.

(6) "A central management group has been established to review
regularly methods and procedures to assure constant improvement in
management practlces

221052—53—4
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In addition to these improvements, a strong organization for the
Coast Guard has been facilitated by an act of Congress which became
law in August 1949 (Public Law 207). In this law the Coast Guard
received from the Congress, for the first time, a concise mandate as
to its peacetime functions and responsibilities. Other developments
which have strongly affected Coast Guard operations during my
tenure have been the new responsibilities for port security, and the
revitalization of the Coast Guard Reserve—both of which resulted
from congressional action following the outbreak of hostilities in Korea.

The Coast Guard is today a compact, highly efficient organization
which is enabled by the improvements of the past 6} years to carry
out its far—ﬂung responsibilities by means of only a relatively small
increase in personnel and funds allotted to the Service since the mlddle
of 1946. ' : .

(9) The improvement of Federal accounting and financial procedures of the
Federal Government.

In view of the changes which have been brought about in the
accounting system of the Government during my term of office, it
seems desirable to include in my final annual report to the Congress a
brief review of the system since its inception in 1789, particularly as
it concerns the responsibility of the Treasury Department in main-
taining the central revenue and appropriation accounts of the Gov-
ernment.

The keystone of the system is the provision in Article I, Section 9
of the Constitution which provides:

“No money shall be drawn from the Treasury, but in consequence
of appropriations made by law; and a regular statement and account
of the receipts and expendltures of all public money shall be published
from time to time.”

In the act creating the Treasury Department it was unquestlonably
the intention of the Congress to center in this Department the account-
ing control over the public money. In addition to the positions of
Secretary of the Treasury and Treasurer of the United States, the act
of September 2, 1789, created in the Treasury Depa.rtmenb the posi-
tions of Comptroller Auditor, and Register.

No acknowledgment of the receipt of money into the public Treas-
ury was valid unless endorsed on a warrant of the Secretary of the
Treasury. Likewise, the Treasurer was authorized to make disburse-
ments only upon warrants of the Secretary, countersigned by the
Comptroller, and recorded by the Register.

The basic principles established in 1789 are part of the laws of today,
. although the passage of time has brought about changes in organiza-
tion as well as procedure. Between 1789 and 1894, certain account-
ing functions had been imposed upon other agencies; but in .the
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Dockery Act of July 31, 1894, the Congress reorganized the system
by. restoring’ it more completely to the original Treasury system.

This law established in the Treasury Department the office of Comp-

troller of .the Treasury, who was the principal accounting officer of

the Government, six auditing officers, and a Division of Bookkeeping

and Warrants, which became the central bookkeeping and reporting

organization of the Government. ‘

For many years, beginning in 1908 and 1909, the Treasury Depart-
ment had recommended the adoption of a budget system as a means
of providing better control over the receipts and expenditures of the
Government. In the Budget and Accounting Act of 1921, the
. Congress created a budget system, and at the same time made impor-
tant changes in the Government’s accounting and auditing structure.

The 1921 law created the General Accounting Office as an inde-
pendent agency of the Government, under the control and jurisdiction
of a Comptroller General of the United States. The office of the
Comptroller of the Treasury and the six auditing offices of the Treasury
were consolidated in the newly created General Accounting Office.

Authority to issue warrants on the Treasury, however, was retained
in the Secretary of the Treasury, subject to counter-signature of the
Comptroller General of the United States. Also, the functions of
maintaining the central accounts of the Government and of preparing
an annual report relating to receipts, appropriations, and expenditures,
were left in the Division of Bookkeeping and: Warrants of the Treasury
Department. :

Section 255 of Title 5 of the United States Code provides:

“There shall be in the Bureau of Accounts of the Fiscal Service,
Treasury Department, a division of Bookkeeping and Warrants.
Upon the books of this division shall be kept all account of receipts
and expenditures of public money except those relating to the postal
revenues and expenditures therefrom.” And Section 264 of the same
title provides: 4

“It shall be the duty of the Secretary of the Treasury annually to
lay before Congress, on the first day of the regular session thereof, an
accurate combined statement of the receipts and expenditures during
the last preceding fiscal year of all public moneys, including those of
the Post Office Department, designating the amount of the receipts,
whenever practicable, by ports, districts, and states, and the expendi-
tures, by each separate head of appropriation.”

Until recent years the accounting procedures of the Government
were designed largely for the purpose of controlling appropriation
allotments and enforcing accountability of public officers with respect
to the receipt and disbursement of public funds. On December 23,
1947, the Secretary of the Treasury, the Comptroller General of the
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United States, and the Director of the Bureau of the Budget met for
the purpose of considering the feasibility of improving the system by
making it more responsive to the needs of management. The result
of this meeting was the adoption of a joint accounting improvement
program in which the General Accounting Office, Treasury Depart-
ment, and the Bureau of the Budget took the leading roles, assisted by
the various administrative agencies of the Government.

An important outgrowth of this program was the enactment of the
~ Budget and Accounting Procedures Act of 1950. In approving this
act President Truman said:

“. This is the most important legislation enacted by the Congress

in the budget and accounting field since the Budget and Accounting
Act, 1921, was passed almost thirty years ago.”

Space does not permit a complete description of all the changes
made; however, the more important procedural changes which were
made in the Treasury’s central system of accounting may be noted.
These changes were made possible by a provision in the Budget and
Accounting Procedures-Act of 1950, section 115 (a), which reads:

“When the Secretary of the Treasury and the Comptroller General
determine that existing procedures can be modified in the interest
of simplification, improvement, or economy, with sufficient safeguards
over the control and accounting for the public funds, they may issue
joint regulations providing for the waiving, in whole or in part, of the
" requirements of existing law that—

-(1) warrants be issued and countersigned in connectlon with the
receipt, retention, and disbursement of public moneys and
trust funds; and

(2) funds be requisitioned, and advanced to accountable officers
under each separate appropriation head or otherwise.”

Under this legislative authority the Secretary of the Treasury and
the Comptroller General of the United States, jointly, have issued three
regulations which have simplified the covering of receipts into the
Treasury and the subsequent requ1s1t10n1ng of appropriations for
purposes of disbursement.

Under Joint Regulation No. 1 issued on September 22, 1950,
collections representing repayments to appropriations may be depos-
ited directly into the accounts of the disbursing officers where they
are immediately available for disbursement without formal covering
into the Treasury and subsequent withdrawal on warrants. These
transactions are subsequently reflected in the central accounts of the
Treasury. Prior to this regulation, the law required that such collec-
tions be deposited into the Treasury, covered, and requisitioned by
disbursing officers before they were available for disbursement. As
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there are approximately 140,000 items of repayments each year, this
change in procedure represented a major improvement in simplifying
the handling of such collections.

Under Joint Regulation No. 2, issued on April 16 1951, provision
was made for the advance of approprla’oed funds to dlsbursmg officers
under various appropriation heads simultaneously with the setting up
of appropriation accounts on the central books of the Treasury. This
obviates the need for the agencies to requisition such funds on a piece-
meal basis and for the Treasury to issue separate accountable warrants.
The change in procedure resulted-in the streamlining and simplification
of procedures by eliminating many thousands of separate requisitions
and warrants.

Under Joint Regulation No. 3, issued on June 12,1951, it is provided
that all special fund and trust fund receipts Whlch are avaﬂable under
law for disbursement may be credited directly to the checking accounts
of disbursing officers. As in the case of repayments to appropriations,
this ch&nge in procedure has eliminated the necessity for the issuance
of covering warrants and the advancing of funds to disbursing officers
in connection with such receipts. The regulation provided further,
however, that such collections will continue to be accounted for as
receipts and also as amounts appropriated for disbursement. This
change in procedure, in addition to making.funds available for dis-
bursement sooner, resulted in the elimination of approximately 4,700
warrants annually. In addition to the specific changes in accounting
required by the regulations cited, a number of other improved pro-
cedures were installed in the Bureau of Accounts, concurrently with
changes under the Joint Accounting Improvement Program.

Under the Budget and Accounting Procedures Act of 1950, the
Comptroller General, in consultation with the Secretary of the Treas-
ury and the Director of the Bureau of the Budget, is required to
establish principles and standards for accounting to be observed in the
various departments and establishments; and this act further pro-
vides that the accounting in the various agencies of the Government
shall be integrated with the central accounting of the Treasury.

Several steps have been taken toward integrating the accounts of
the various Departments with those of the Treasury. Coincident
with the change in the warrant procedures covered by Regulations
Nos. 1, 2, and 3 mentioned above, arrangements were made with the
various Departments whereby disbursing officers furnish the Bureau
of Accounts with copies of their monthly accounts current, showing
receipts which are available for disbursement and expenditures under
‘each appropriation or fund account. These accounts, together with
other data available to the Treasury, are used as posting media to the
Treasury’s central accounts. Previously, expenditures reported an-
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nually in the annual Combined Statement of Receipts, Expenditures and:
Balances under the act of 1894, were based upon warrants issued
by the Treasury, after adjustments for unexpended balances in the
hands or to the credit of disbursing officers at the beginning and end of
the fiscal year, as explained in the Annual Beport of the Secretary of the
Treasury for the fiscal year ended June 30, 1927, page 89. Thus,
under the former procedure the figures in this report were not taken
directly from the central accounts of the Treasury.

Under the new procedure the expenditures included in the annual
Combined Statement are derived directly from the Treasury’s central
accounts, which, in turn, are based upon the same accounts which are
rendered to the General Accounting Office for audit and settlement.

As previously mentioned, under the act of July 31, 1894, the central
accounts of the Government have been maintained in the Division of
Bookkeeping and Warrants, where the warrants authorizing the with-
drawal of money from the Treasury are prepared. The Accounting
and, Bookkeeping Division of the General Accounting Office, where
warrants were reviewed before counter-signature of the Comptroller
General, maintained a similar set of appropriation accounts until that
Division was abolished on December 31, 1950, pursuant to authority
contained in the Budget and Accounting Procedures Act of 1950.
The result of this action was to eliminate certain duplications of
account keeping between the General Accounting Office and the
Treasury at a saving of nearly a million dollars a year.

As a further step to integrate account keeping, active consideration
is being given to the consolidation in a Division of Central Accounts
of the Treasury’s Bureau of Accounts, of the appropriation account-
keeping functions of the Division of Disbursement with those of the
Division of Bookkeeping and Warrants.

In connection with the foregoing it is of interest to note that the
Comptroller General of the United States has inaugurated a system
of site audits in a number of activities of the Treasury Department.
The Treasury has long favored this method of auditing government
accounts and records because it believes that a more effective audit
can be made at the sites of operations than on the basis of accounts
current submitted by disbursing officers to the General Accounting
Office for ‘audit and settlement. On my invitation the General
Accounting Office now has auditors stationed in the Bureau of Ac-
counts of the Treasury for the purpose of maintaining & continuous
audit of the accounting operations of that bureau. Similar arrange-
ments have been made for a continuous site audit of the account of
the Treasurer of the United States and other administrative activities
of the Treasury Department, including payrolls.

Several outstanding accounting improvements have. been made in
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other activities of the Treasury Department, notably the Bureau of
the Mint, the Bureau of Engraving and Printing, and the United
States Coast Guard. The Bureau of the Mint has installed a general
accounting system wherein appropriation allotment accounting, based -
upon obligations incurred, has been successfully integrated with ac-

crual accounting. Accrual accounting, as utilized in the Mint Service,

provides a realistic determination of the cost of operations based upon.
actual application of resources rather than upon the basis of purchase

orders or contracts placed. Appropriate distinction is made between

capital outlays and operating expenses; stores items are taken up as

assets when acquired and applied as costs when used ; full consideration

is given to changes in the value of stores and work-in-process inven-

tories in determining costs; and annual leave is charged as cost as the

leave is earned, being carried as a liability until paid in order to insure

consistent statements of costs as between fiscal periods. General

ledger accounts have been established for all assets and liabilities,

e. g., accounts receivable, stores, equipment, work-in-process inven-

tories, accounts payable, accrued annual leave cost, as well as the

usual budgetary accounts. Underlying the summary accounts in the

general ledger are the detalled cost, property, and appropriation-

allotment accounts.

The new accounting systems of the Bureau of Engraving and Print-

“ing and the United States Coast Guard, while varying in detail accord-
ing to the differences in the lines of activity performed and the types
of information needed, are based upon the same general principles.
In the Bureau of Engraving and Printing there has been installed a
complete new industrial type budget and accounting system, including
a cost systém integrated with the general accouirts and embodying
also a comprehensive internal audit program. -

In the United States Coast Guard the accounting system has been
completely redesigned. This system is geared to operating needs so as
to provide better information and control over the expenditure of funds
through comprehensive cost finding and reporting. Other bureaus of
the Treasury Department are also committed to an improvement of
their accounting procedures in line with the Joint Accounting Improve-
ment Program and the policy declared by the Congress in the Budget
and Accounting Procedures Act of 1950.

Before leaving the subject of accounting improvement, I should like
to say a word about the need for competent accounting personnel.
Proper performance of accounting duties requires a high degree of
professional skill. Itis my hope that a comprehensive program of job
evaluation will be undertaken in order to provide adequate incentives -
for young men and women to enter this field and follow it as a career
in the Federal Government
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(10) Increased efficiency of the working operations of the Treasury Department
and improved service to the public through management improvement
programs based on (a) management efficiency studies within the Depart-
ment, (b) management surveys by private management engineering firms,
and (c) participation of all employees through a system of cash awards for
efficiency, superior accomplishment, and management improvement sug-
gestions.

As I have already noted, the problems of management improvement
were particularly pressing in June 1946, when my term of office began.
Since that time, the Treasury has introduced important and far-
reaching changes, both in organization and in the volume and direction
of operating activities. These changes have been the result in large
part of the Treasury’s management improvement programs. The
Treasury Department has been particularly active and aggressive in
establishing them and in putting their provisious into effect in the
period since the close of World War II.

Management studies have been made both within the Department
and by contract with private management engineering firms. A
number of the details of these programs and the results of their
application have already been discussed under headings (7), (8), and
(9) above, dealing respectively with the Bureau of Internal Revenue.
the United States Coast Guard, and the joint accounting project con-
ducted by the three central fiscal agencies of the Federal Government.

Throughout the Treasury, the goal of the management improve-
ment programs has been to cut costs, to improve efficiency, and to
render better service .to the public. The record shows that the
Treasury has made most satisfactory progress toward this goal. As
the direct result of these programs since June 1946, there have been
monetary savings of many millions of dollars. Other savings, the
value of which cannot readily be measured in terms of dollars, have
also been effected. These savings have been employed in meeting
increased workloads, reducing appropriation requests, strengthening
the enforcement work of some of the bureaus, and covering the costs
of installing mechanized and other improved procedures.

While details on all of these matters will be found in another section
of this report (pp. 236 to 252), one illustration of the improvements
made during recent years in departmental operations might be
mentioned at this point. It relates.to the coordination of the inspec-
tion activities of Customs and Immigration. The principal objective
of this improvement was to have one officer of either Service perform
the duties for both Services in the preliminary “screening” of passen-
gers and vehicles at border ports and stations. After a series of
successful pilot test studies of procedures to carry out this objective,
the Secretary of the Treasury and the Attorney General ordered that
these procedures, commonly referred to as “dual screening,” should be
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permanently installed wherever feasible at border ports. The installa-
tions were accomplished between May and October 1949. The
recurring annual savings to the Bureau of Customs alone from this
change in procedure amounted to approximately $308,000.

Improvements in procedure of this type represent, of course, only
one among many thousands of changes in procedure which have been
examined, tried out on a pilot basis, and then installed in the operating
offices and bureaus of the Department as rapidly as funds would
permit. In addition to the examples already discussed under this and
previous headings, programs of management improvement have been
carried on in the Fiscal Service, the Bureau of Customs, the Bureau of
Engraving and Printing, the Bureau of the Mint, the Secret Service,
the Bureau of Narcotics, and the Office of Administrative Services.
As already noted, a detailed discussion of the progress made under
these programs will be found in a later section of this report (pp.236 to
252,

The progress realized under the Treasury S management improve-
ment programs would not have been possible without the continued
and enthusiastic cooperation of the employees of the Department.
In August 1946, Congress passed a law enabling Government agencies
to pay cash awards for suggestions relating to improvements in
operation. The incentive and efficiency awards programs put into
effect in the Treasury Déepartment as the result of this and later
legislation have been immensely productive of results. It is estimated
that dollar savings of over $2 million have resulted from employees’
suggestions and efficiency awards programs. The most important
results of these programs, however, cannot be measured in dollars.
They result from the improved morale and greater efficiency of
day-to-day operations which come from enlisting every employee in
the Department in the program for a better Government serv1ce at
lower cost.

Another important feature of the Treasury’s broad program for
improving operating activities has been the institution of management
studies with respect to all major phases of the Department’s operations.
As already noted in the cases of the Bureau of Internal Revenue and
the ‘U. S. Coast Guard surveys by outside organizations have been
authorized in certain instances by Congress. These surveys, together
with our own studies, have been immensely fruitful of ideas for
operating improvements which bave been profitable in practice.

A survey of the Bureau of Customs was completed by a private
management engineering firm in January 1948, for example, and was
made the nucleus of this Bureau’s management improvement program.
As a result of these and other studies of operations in the Bureau of
Customs, a complete reorganization plan was worked out. Many
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features of this plan require congressional approval, and proposals
authorizing extensive changes in the Customs Service were introduced
in Congress. One proposal, the Customs Simplification Bill, was
passed by the House in 1951. Hearings were held by the Senate
Finance Committee in April 1952, but no final action had been taken
by the.time that Congress adjourned. Another proposal, Reorgan-
ization Plan No. 3 of 1952, placing collectors of customs under civil
service, was sent to the Congress by the President in April 1952.- TIt,
however, was rejected by the Senate in June 1952.

Improvements in service and savings in operating costs already
initiated in the Bureau of Customs as a result of the intensive studies
of operations are substantial. Further substantial progress can be
made when congressional approval is given to the Customs Simplifica-
tion Bill previously mentioned. ’

* & . * * * * *

It can be seen from this review of Treasury policies and programs
since June 1946 that the extraordinary conditions in the postwar period
have required extraordinary efforts to deal with them. Revenues in
the six fiscal years ending June 30, 1952, more than paid for Govern-
ment expenditures. Confidence in the credit of the Government has
‘been maintained. Within the Treasury Department, and in coopera-
tion with other units of the Government, a great many forward steps
have been taken to improve operating practices and to provide better
service to the public at minimum cost. In the international area,
although our position as a leader in’ world affairs is relatively new, our
Government has successfully met the challenge of effective leadership
in new international financial organizations, effective aid to our allies
in their struggle to rebuild their economies and their international
trade, and effective cooperation with other free nations in a program of
mutual defense against aggressions.

Many problems still remain, the major one being the continuing
threat represented by the Communist program for world domination.
The progress already made, however, provides a strong basis for our
future endeavors to promote the conditions which will make for lasting
peace.

: Joun W. SNYDER,
Secretary of the Treasury.
To the President of the Senate.

To the Speaker of the House of Representatives.
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Summary of Fiscal Operations
SUMMARY FOR 1952

Budget expenditures of the Federal Government were $4.0 billion
in excess of net budget receipts in the fiscal year 1952. This deficit
compared with a budget surplus in 1951 of $3.5 billion.

The $4.0 billion deficit, together with a net excess of $0.3 billion of
expenditures as shown in the clearing account and in trust account and
other transactions, was met by an increase in the public debt of
$3.9 billion and by a reduction in the general fund balance of $0.4
billion. The cash balance in the general fund on June 30, 1952, stood
at $7.0 billion. On the same date the public debt amounted to $259.1
billion.

Net budget receipts reached a new high of $62.1 billion in 1952 com-
pared with the previous record total of $48.1 billion in 1951. Budget
expenditures in 1952 amounted to $66.1 billion, compared with $44.6
billion in 1951, but were still considerably below the all-time peak of
$98.7 billion reached in 1945.

Federal fiscal operations in the past two years, on the ba81s of daily
Treasury statements, are summarized in the table following. Chart
2 shows receipts, expenditures, and the surplus or deficit in each year
from 1945 through 1952. Apnual figures for 1932-52 and monthly
for 1952 are contained in table 1 in the tables section of this report.

1951 1952
In billions of dellars
Budget results:
Net receipts . - . oo oo mmemm—em—m—aan 48,1 62,1
Expenditures. . ..o 44.6 66.1
L Surplus, or deficit (=)o et iieeaan 3.5 —4.0
€sS: :
Greneral fund balance, increase, or decrease (—) 1.8 —.4
Trust account and other transactions, excess of expendltures or of net .
reCeiPtS (=) Lo oo e —~.5 .3
1.4 -1
Equals: Public debt net decrease, or increase (—) . cccceocmascccccccaccacnns ] 2.1 —-3.9

1 Includes trust aceounts, etc.; investments of Government agencies it public debt securities (net); sales
and redemptions of obligations of Government agencies in the market (net); and clearing account for out-
standing checks and interest coupons, and telegraphic reports from Federal Reserve Banks.

45
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. BUDGET TRENDS, FISCAL 1945-'52
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Norte.—Figures are rounded in order to add to totals.

In 1951 and 1952 both budget receipts and budget expenditures were
greater in the second half of the fiscal year than in the first six months.
Larger second-half expenditures came as a result of the increase in
disbursements as the defense mobilization proceeded. Larger second-
half receipts principally were due both to a general rise in tax liabilities
and to the methods prescribed for payment of income and excess profits
tax liabilities. Rising incomes and the timing of tax increases in these
years accentuated the usual January-June concentration. The ac-
celeration of corporate tax payments! added significantly to January-
June receipts in the two fiscal years and augmented the seasonality
of receipts, which before 1951 had been due primarily to the method of
paying individual income tax liabilities. _ .

The distribution of net receipts and expenditures and the surplus or
deficit in the halves of the past two fiscal years is shown in the following
table.

1 By a provision of the Revenue Act of 1950 a corporation paying taxes on a calendar year basis paid 60
percent of its 1950 liability in the period January-June 1951, instead of 50 percent as in previous years. The
percentage paid within 6 months after the end of the taxable year increased to 70 percent for 1951, and will
increase to 80 percent for 1952, 90 pércent for 1953, and 100 percent for 1954 and subsequent (calendar) years.
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Fiscal year

Net receipts

Expendi- |Surplus, or
tures deficit (=)

1950-51:

July-December. .ol
January-JUNe. - o e cecmccecae

J ufy-December..

In billions of dollars -

18.5 19.1 —~0.6
2.7 25.6 41
48.1 4.6 3.5
23.8 3.3 7.5
383 349 3.5
62.1 66.1 —40

BUDGET RECEIPTS AND EXPENDITURES
BUDGET RECEIPTS IN 1952

Net budget receipts (total receipts less the appropriation to the
Federal old-age and survivors insurance trust fund and refunds of
receipts) amounted to $62.1 billion in the fiscal year 1952 and were
$14.0 billion higher than the previous record of $48.1 billion received
in 1951. As a result of the accelerated rate of increase in tax receipts -
after the invasion of Korea, net budget receipts in 1952 were 58
percent larger than the average of $39.4 billion during the interim
between World War II and the Korean hostilities, represented by

the 4 years ended June 30, 1950.

The table following compares, on the daily Treasury statement
basis, receipts by major sources in the fiscal year 1952 with receipts
for the preceding year, and with the averages for the fiscal years 1947

through 1950.

Average

1952 increase, or decrease
(=) over 1951

) 1947-50 1951 | 1952
Source Amount
Percent
In billions of dollars
Individual income tax ! 2 19.0 23.4 29.9 6.5 27.9
Corporation income and excess profits taxe 10.6 14.4 215 7.1 49.2
Total income and excess profits taxes...... 29.6 37.8 51.3 13.6 36.0
Miscellaneous internal revenue_........_. 8.3 9.4 9.7 .3 3.2
Employment taxes 83_-.________ 2.5 3.9 4.6 6 16.0
Customs. ... .4 .6 .6 -1 ~11.7
Miscellaneous receipts. ... .._..... beemnmmmmmemaen 3.0 1.6 1.8 | 2 10.7
Total receipts - oo oo eeeaaes 43.7 53.4 68.0 14.6 7.4
Deduct: : ) 3
Appropriation to Federal old-age and sur-
vivors insurance trust fund 1.7 3.1 ,8.6 4 14.4
Refunds of receipts.... 2.6 2.1 2.3 2 9.3
Net budget receipts. ..ol 39.4 48.1 62.1 14.0 20.1

1 See table 119, footnote 1.

2 Beginning in January 1951, receipts from individual income taxes and the Federal Insurance Contribu-
tions Act, a component part of employment taxes, were combined. For purposes of historical comparison,

estimated amounts are shown for the two components.

$ Includes Railroad Unemployment Insurance Act receipts.
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Receipts in 1952 from all major tax categories except customs were
affected by tax legislation or revised collection regulations which
added significantly to revenues. Individual and corporation income
and excess profits taxes, which amounted to more than $51 billion in
1952, provided most of the revenue increase. These tax sources not
only showed great percentage increases in 1952 over 1951 but also over
the 1947-50 average. All other sources combined produced $17
billion or nearly one-fourth of total receipts in the fiscal year 1952, but
were only about $2% billion larger in the aggregate than the 1947-50
average. On the one.hand, miscellaneous receipts, which had been
large during the postwar period from the disposal of surplus material,
declined by about $1 billion. On the other hand, miscellaneous inter-
nal revenue increased by about $1% billion, and employment taxes
increased by $2 billion. Only the employment taxes showed a large
percentage increase—86 percent.

Receipts from income and excess profits taxes

Receipts from income and excess profits taxes were $51,347 million
in the fiscal year 1952, an increase of $13,594 million over receipts of
$37,753 million in 1951. The 1952 receipts were $21,791 million
greater than the average from these taxes in 1947-50, with the increase
almost evenly divided between individual income taxes and corpora-
tion and excess profits taxes. The corporation income and excess
profits tax yield of $21,467 million in 1952 represented a rise of slightly
more than 100 percent over the pre-Korean invasion average. Indi-
vidual income taxes, which have provided about one-half of the total
budget receipts in every year since World War 1T and which increased
-in 1952 by about the same amount as corporate taxes, increased by a
smaller percentage than the corporate taxes. The receipts of nearly
$30 billion from this source in the fiscal year 1952 were almost 60
percent larger than the average in the 1947-50 period.

Indiwvidual wncome taxes.—The details of the yield of the individual
income tax are shown in the following table.

Increase
1951 1952
Source - ’ Amount
. Percent
In miltions of dollars

‘Withheld (daily Treasury statément bASIS) ceemeecenan 113,535 | - 118,521 4,986 36.8
Not withheld (collection basis) . .o.oo oo o.ooe oo 9,908 | 111,345 1,438 14.5
Adjustment to daily Treasury statement basis?________ —77 414 491 | .
. Not withheld (daily Treasury statement basis)..._._.._ 9, 830 11, 359 1, 529 15.6
Total individual income taxes....._.__._...._._.. 23, 365 29, 880 6, 515 27.9

1 Beginning in January 1951, Teceipts from individual income taxes and the Federal Insurance Contribu-
tions Act were combined. For purposes of historical comparison, estimated amounts are shown.
2 See table'119, footnote 3.
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Receipts from withheld taxes (an estimated figure, as this item has
been combined with Federal Insurance Contributions Act receipts -
since January 1951) increased in the fiscal year 1952 as a result of
higher levels of salaries and wages, the full-year effect of the Revenue
Act of 1950 (which affected receipts from current withholding only in
the last 8 months of the fiscal year 1951), and the initial part-year
effect of the Revenue Act of 1951. Receipts from taxes not. withheld
similarly increased, though by a smaller proportion, as a result of
higher levels of personal income and because of increases in tax rates
provided in the Revenue Acts of 1950 and 1951.

Corporation income and excess profits tares.—Receipts from this
source were $21,467 million, an increase of almost 50 percént over the
$14,388 million received in the fiscal year 1951. . These higher receipts
resulted from the continued increase in the level of corporation profits,
from increases in normal tax and surtax rates under the Revenue Acts
of 1950 and 1951, from the Excess Profits Tax Act of 1950, from the
continued acceleration of quarterly payments under the Revenue Act
of 1950, and from the fact that excess profits tax pagyments in the
fiscal year 1952 approximated much more closely.a full year's lia-
bility than did payments in the preceding fiscal year. ‘
Receipts from all other sources

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

Increase, or decrease (—)
) 1951 1952
Source ’ ’ Amount
Percent
In millions of dollars

Estate and gift taxes. ... o.oooooooooooooio. - 730 833 103 14.2
Excise taxes: : .

Liquor taxes. ... ...._.. e cmemm e mama——a : 2, 547 2, 540 2 .1

Tobacco taxes. -- 1,380 1, 565 185 13.4

Stamp taxes._.___._.__..._.. 93 . =8 —8.7

Manufacturers’ excise taxes 1._ 2,364 2, 335 ~28 -1.2

Retailers’ excise taxes.. ... . 457 476 19 4.1

Miscellaneous excise taxes (including repealed)2 ®__. 1,843 1, 947 105 5.7

Total excise taxes 13 ___ o ia... 8, 684 8, 957 274 3.2

Adjustment to daily Treasury statement baSlS 4 +10 —65 =74 [o.o__. -

Total exeise taxes 1 3____________ ... __ 8,693 8,803 200 - .23

Total miscellaneous internal revenue 13 _________ 9,423 9,726 303 3.2

I Excludes taxes collected on firearms, shells, and cartridges; fishing rods, creels, etc., which are included
in “Miscellaneous receipts.”” (See table 7, “Note.”)
7 See table 119, footnote 6,
3 Excludes collections of the hydraulic mining tax, which are included in “Miscellaneous receipts.” (See
table 7, “Note.”).
¥ Sec table 7, “Note.”

Estate and gift taxes produced $833 million in the fiscal year 1952,

an increase of $103 million, or 14.2 percent over the fiscal year 1951.

“Receipts from the excise taxes aggregated $8,893 Imlhon in-the fiscal
221052—53——5
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year 1952, exceeding those in the fiscal year 1951 by $200 million, or
2.3 percent. This small increase represented the net effect of several
counterbalancing factors. Tax rates, for the most part, were higher
in 1952 than in 1951. Personal income was also higher in. 1952,
However, the substantial inventory accumulation by business and

- advance buying by consumers which occurred in the period just after
the outbreak of hostilities in Korea, brought about abnormally high
purchases of taxable commodities in the fiscal year 1951, This ad-
vance buying had an adverse effect on purchases in 1952 in those
areas where anticipated shortages did not occur. Where shortages
did appear, the materials allocation program reduced- the production
of taxable commodities. .

The relative importance of these factors varied considerably among
major tax groups and individual taxes within groups with the result
that there was a considerable difference in receipts in the excise tax
category in 1952 as compared with 1951. Tobacco taxes increased
substantially from $1,380 million in 1951 to $1,565 million in the fiscal
year 1952. The receipts from the tax on cigarettes amounted to
$1,474 million in 1952. This was an increase of 13.9 percent and
reflected a higher tax rate and greater consumption. The miscella-
neous tax group for the most part is composed. of taxes on services.
Receipts from this group amounted to-$1,947 million, and were $105
million greater than receipts in 1951. . This increase reflected greater
business activity and higher consumption income since the relatively
minor tax changes operated to reduce revenues.

_ Collections from liquor taxes remained almost unchanged. Receipts |
were $2,549 million in the fiscal year 1952 and $2,547 million in 1951.
Tax rates were higher in 1952 on distilled spirits, fermented malt
liquors, and wines, and taxes on floor stocks were imposed on all three.
Collections from fermented malt liquors and wines, because of the tax
increase, rose in 1952 as compared with 1951 and combined with floor
stocks taxes to offset the decrease in receipts from the tax on distilled
spirits which is the most important excise tax as far as revenue is con-
cerned. Collections from the tax on distilled spirits decreased $157
million, or 9.0 percent, from the 1951 level of $1,747 million despite
the increase in tax rate because heavy inventory accumulations oc-
curred in 1951 in anticipation of possible curtailment of supplies.

Collections from the manufacturers’ excise taxes in 1952 amounted
to $2,335 million, and were $28 million less than receipts in 1951.
Because collections from several of the taxes in this group were higher
in 1952, it will be noted that the decrease in collections from the tax on
electrical energy, which was repealed in the second quarter of the
fiscal year 1952, was slightly greater than the net over-all decrease for
the manufacturers’ excise tax group. Collections from the tax on
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passenger automobiles decreased in 1952 despite higher tax rates, since
production of automobiles in 1952 was limited by material allocations.
Althoughb the tax base was broadened, collections from electric, gas,
and oil appliances also decreased, principally because abnormal
advance buying in 1951 increased receipts in that year and affected
1952 adversely. For the same reason, decreases occurred in collections
from the taxes on tires and tubes, radio sets, etc., and mechanical
refrigerators which were not affected by any significant tax rate
change. Tax receipts on photographic apparatus declined, prln(:lpal]y
because of a narrowing of the tax base.

Collections from the tax on gasoline amounted to $713 million in
1952, and were $144 million, or 25.3 percent, greater than in 1951.
The increase reflected a higher tax rate and increased consumption.
Higher tax rates and increased purchases were also responsible for the
increases of 21.5 percent in collections from the tax on automobile
trucks and 37.4 percent in collections from the tax on automoblle
parts and accessories.

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

Increase
1951 1952
Source : ) Amount
- Percent
In millions of dollars
Federal Insurance Contributions Act ! 3,120 3, 568 449 14. 4
Federal Unemployment Tax Act.. .. 234 259 -25 10.9
Railroad Retirement Tax Act....__.. 578 735 157 27.3
Railroad Unemployment Insurance Act 2. ____..._.... 10 10 Q) 5.1
: Totalemploymenttaxes. ... ... ______.._.. 3, 940 4,573 632 16.0
Deduct, Appropriation to Federal old-age and sur-
vivors insurance trustfund . ... __ ... . ______ . 3,120 3, 569 449 14.4
Net employment taXes .o ieiaiacacamaaas 821 1,004 183 22.3
*Less than $500,000.

1 Beginning in January 1951, receipts from the Federal Insurance Contributions Aet and individaal
income taxes were combined. For purposes of historical comparison, an estimated amount is shown for
the Federal Insurance Contributions Act. :

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

Total receipts from the employment taxes were $4,573 million in
the fiscal year 1952, an increase of $632 million, or 16.0 percent, above
receipts collected in the fiscal year 1951. As a consequence of gen-
erally hlgher taxable wages, each emp]oyment tax has contributed
to the increase which brings this year’s total to the highest ever
collected.

The Federal Insurance Contributions Act receipts registered the
greatest gain reflecting, in addition to larger wage levels, the full-year
effect of the increase in the tax base from $3,000 to $3,600 and the
extended coverage, effective January 1, 1951. The receipts collected
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“from this tax also include for the first time collections from the self-
employed category of the new coverage.

Receipts from the Railroad Retirement Tax Act increased sub-
stantially following a changed collection procedure effective July 1,
1951, which resulted in the collection of approxima’oely an extra 2
months’ liability in the fiscal year 1952.

Customs.—Customs receipts declined to $551 m1111on in the fiscal
year 1952. The decrease of $73 million from the total in the fiscal
year 1951 resulted from a general decrease in imports of dutiable
commodities. :

Miscellaneous receipis.—Maiscellaneous receipts amounted to $1,803
million in the fisca) year 1952, an increase of $175 million over the
preceding year.

' Refunds of receipts—Reéfunds of receipts- amounted to $2 ,302
million in the fiscal year 1952, an increase of $196 million over the

fiscal year 1951.
ESTIMATES OF RECEIPTS IN 1953 AND 1954 -

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to the Congress estiimates of the public
revenue for the current fiscal year and for the fiscal year next ensuing
(act of February 26, 1907 (34 Stat. 949)). The estimates of receipts
from taxes and customs are made by the Treasury Department each
year on the basis of legislation existing at the time of making the
estimates. The estimates of miscellaneous receipts are prepared in
general by the agency depositing the receipts in the Treasury.

The details of estimated and actual receipts.aré shown in table 119.
The term ‘net budget receipts’ as used in this report has the same
significance as the term “budge} receipts’” used in the Budget docu-
ment. Net budget receipts are estimated to be $68,696.9 million in
the fiscal year 1953 and $68,664.7 million in the fiscal year 1954.
Receipts of $62,128.6 million in the fiscal year 1952 exceeded the pre-
vious all-time high established in the fiscal year 1951, and in both
the fiscal years 1953 and 1954 are expected to exceed those in the
fiscal year 1952 by substantial amounts. Receipts in the fiscal year
. 1954 would show a further increase over the fiscal year 1953 except
for the scheduled tax reductions taking effect under present law dur-
ing the fiscal year 1954. Increases in corporation and individual in-
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come and excess profits tax receipts account for the major portion of
the increase in receipts in the fiscal year 1953 and the scheduled tax
reductions in these sources account for the slight decline in net budget
receipts in the fiscal year 1954,

Total receipts (daily Treasury statement basis) before deductions
for refunds of receipts and appropriations to the Federal old-age and
survivors insurance trust fund are estimated to be $75,207.7 million
in the fiscal year 1953 and $75,521.6 million in the fiscal year 1954.
Both estimates are substantially in excess of the actual receipts of
$67,999.4 million in the fiscal year 1952.

As is shown in the following table of perceritage distribution, all
major sources of receipts in 1953 -and 1954 are estimated to remain
relatively constant as compared with those of 1952. Individual in-
come tax varies through an exceedingly narrow range while corpora-
tion income and excess profits taxes, after a substantial rise in the
fiscal year 1952, are estimated to remain relatively constant at the
higher level. Miscellaneous internal revenue, after a decline in the
fiscal year 1952, is estimated to remain at practically the same lower
figure through the fiscal year 1954. Employment taxes, after a de-
cline in the fiscal year 1952, are estimated to remain the same in the
fiscal year 1953 and increase in the fiscal year 1954. The pattern of
miscellaneous receipts differs from the trends of other major sources
since it is relatively independent of changes in income levels and tax
revisions:

Percentage distribution of total receipls, by sources

. Actual, Actual Estimated,| Estimated

Sanree 1051 1952 1953 1956

Individual income tax 1. .o 43.7 43.9 44.6 44,2
Corporation income and excess profits taxes. : 26.9 31.6 3.5 30.8
Miscellaneous mtcrnal revenne. . _._..____ 17.7 14.3 14.2 14.3
Employment taxes ' 2. .. _._.._. N 7.4 6.7 6.6 7.0
Customs.__..o...... . 1.2 .8 .8
Miscellaneous receiptS -« - oo oo o oo . 3.1 2.74 23 2.9
Total receipts. ... .o._-_. SR e 100.0 100. ¢ 100.0 100.0

-1 Beginning in January 1951 receipts from ‘individual income tax withheld, a component part of the indi-
vidual income tax, and Federal Insurance Contributions Act receipts, a component part of employment
taxes, were combmed Beginning in January 1952 receipts from the sel[—employment tax, a component
part of the Federal Insurance Contributions Act, were combined with the individual income tax not with-
held, The amounts shown for the individual components of these combined receipts are est;xmated

2 Includes Railroad Unemployment Insurance Act receipts.
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Fiscal Year 1953

Actual receipts in the fiscal year 1952 and estimated receipts in the
fiscal year 1953 are compared by major sources in the following table.

Estimated, | Increase, or
1953

Source Actual, 1952 decrease (—)

In millions of dolars

Individual income tax 1. .. - .. .oioiliieiiiiceeieill 29,879.6 33,551.0 3,671 4

Corporation income and: excess profits ta‘ces 21, 466.9 23,700.0 2,233.1
Miscellaneous internal revenue - 9,725.9 10, 690. 0 1
Employment taxes 12..._____._... 4,572.8 4,932.0 359.2
Customs._________...__ - 550.7 590.0 39.3
Miscellaneous receipts 1, 803 5% - 1,744.7 —58.8
[T RS ) 67,999. 4 75,207. 7 7,208. 4
Deduct: .
Appropriation to Federal old-age and survivors insurance
trust fund . s 3,508.6 4,000.0 431. 4
Refunds of receipts - - .o onioe ool 2,302.2 2,510.8 © 208.6
Net budget receipts. ... ool 62,128.6 68, 696. 9 6,,568.3

! Beginning in January 1951 receipts from mdnvndml income tax withheld, a compounent part of the in-
dividual income tax, and Federal Insurance Contributions Act receipts, a component ‘part of employment
faxes, were combined. Beginning in January 1952 receipts from the self- -employment tax, a component
part of the Federal Insurance Contributions Act, were combined with the individual i income tax not with-
held. The amounts shown for the individual componcnts of these combmed receipts are estlm'lted :

2 Includes Railroad Unemployment Insurance Act receipts.

Net budget receipts in the fiscal year 1953 are estimated to be
$68,696.9 million, an increase of $6,568.3 million, or 10.6 percent over
the previous all-time high of $62,128.6 million in the fiscal year 1952.
All major sources of tax receipts contribute to the increase. Only
miscellaneous receipts, a nontax source, shows a decrease. .

Individual income taz.—The yield of the individual income tax is
shown in the following table.

Source T Actual, 1952 Estilg%ted, Increase
In millions of dollars
Individual income tax: ! ;
Withheld ... PP, PN 18, 520. 6 20, 948.0 2,427. 4
Not withheld . .o eicaceeas 11, 359.0 12,603.0 1,244.0
Total individual ipcome | 2:3 S [ 29,879.6 . 33,551.0 3,671. 4

! Beginning in January 1951 receipts from individual income tax withheld, a component part of the individ-
nal income tax, and Federal Insurance Contributions Act receipts, a component part of employment taxes,
were combined. Beginning in January 1952 receipts from the self-employment tax, a component part of the
Federal Insurance Contributions Act, were combined with the individual income tax not withheld. The
amounts shown for the individual components of these combined receipts are estimated.

Receipts from income tax withheld are estimated to increase princi-
pally as a result of higher levels of salaries and wages and the full-year

effect of the higher withholding rates under the Revenue Act of 1951,
effective for only about two-thirds of the fiscal year 1952. Similarly,
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income taxes not withheld are estimated to increase as a result of the
full-year effect of the Revenue Act of 1951 and higher levels of income.

Corporation income and excess profits taxes.—Corporation tax receipts
in the fiscal year 1952 reflect incomes of the calendar years 1950 and
1951, while receipts in the fiscal year 1953 reflect incomes in the
calendar years 1951 and 1952. Of the two calendar years’ tax liabili
ties making up the fiscal year receipts, the second calendar year is
the more important in determining receipts in the fiscal year because
of the acceleration of corporation tax payments. '

Estimated receipts of $23,700.0 million in the fiscal year 1953 are
$2,233.1 million more than the $21,466.9 million collected from this
source during the fiscal year 1952. A portion of this increase is due
to the slightly higher profits estimated in the calendar year 1952 as
compared with the level existing in 1950.

Other factors contributing to the increase were provisions of the
Revenue Act of 1951, which reduced the excess profits credit under the
income method from 85 percent of base period earnings in the calendar
year 1950 to 83 percent in 1952, raised the maximum effective rate
limitation on the excess profits tax, and increased the total income
tax rate from 42 percent for the calendar year 1950 to 52 percent for
1952. Another provision of this act resulted in a temporary shifting
of the due dates of the quarterly payments of many corporations with
a tax year other than the calendar year, with the result that some pay-
ments normally due in the ﬁscal year 1952 were not payable until the
following fiscal year.

Miscellaneous internal revenue.—Receipts from this sourcc by groups
are listed in the table which follows:

Lstilrgf)%tcd, Increase

Source Actual, 1952

In millions of dollars

Estate and gift taxes. ... oo 833.1 895.0 61.9
Excise taxes:
L 0T DA XES - oo o o e oo e oo e 2,549.1 2,745.0 195.9
B ODACCO EBXES o oo oo o 1, 565.2 1,704.0 138.8
Stamp taxes. c o ooooeoooaoo. 85.0 93.0 8.0
Manufacturcls 2,335.4 2,78.0 382.6
Retailers’ excise taxes. . 475.5 494.0 18.5
Miscellaneous excise taxes.. 1,947.3 2,041.0 93.7
Total exXeiSe LaXeS . - oo oo e 8,957.4 9,795.0 837.6
Adjustment to daily Treasury statement basis_............_ —64.7 . 64.7
. Total excise taXeS - oo oo cecccneae 8,892.7 9,795.0 902.3

Total miscellaneous internal revenue.............___._.. 9,725.9 10, 690.0 964. 1

The large inventory accumulation by business and advance buying
by consumers in the fiscal year 1951, following the attack on Korea,
depressed receipts in the fiscal year 1952, Because the fiscal year 1952
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receipts  were thus adversely affected, total excise tax receipts are
estimated to increase in the fiscal year 1953 by more than would
normally be attributed to higher levels of income and the higher tax
rates. Also, the materials allocation program reduced the production
of taxable commodmes in 1952 somewhat more than is expected in the
fiscal year 1953.

All major sources of revenue contribute to the increase in- the ﬁscal
year 1953. :

Employment tazes.—The yields of the various emplo yment taxes are
shown in the following table.

Estimated, |.Increase, or

Source | Actual, 1952 1953 decrease ()

In millions of dollai

=

S

Federal Insurance Contributions Aet '\ . . ... ... .. 3, 568. 6 4,000.0 431. 4
Federal Unemployment Tax Act. ... - 258.9 271.0 12.1
Railroad Retirement Tax Act.._..__.___. - 735.0 650. 0 -85.0
Railroad Unemployment Insurance Acet 2. ... ... ....... 10.3 11.0 7
Total employment taxes - 4,572.8 4,932.0 359.2

Deduct: Appropriation to Fed
surance trust fund 3,568.6 4,000.0 . 4314
Net employment $aXeS. . . .o oot . 1,004.2 -932.0 —72.2

t Beginning in January 1951 receipts from individual income tax withheld, a component part of the
individual income tax, arnd Federal Insurance Contributions Act receipts, a'component part of- employment
taxes, were coinbined. Beginning in January 1952 receipts from the sclf-employment tax, a component
part of the Fedcral Insurance Contributions Act, were combined with the individual income tax not with-
held. The amounts shown for the individual componvnts of these combined receipts arve cstum.l ed.

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

Total employment tax receipts in the fiscal year 1953 are estimated
to increase over those in the fiscal year 1952 as a result of higher levels
of taxable salaries and wages. The increase occurs in all major cate-
gories except the Railroad Retirement Tax Act. This source reveals
- a decline in the fiscal year 1953 despite increasing wages because the

receipts in the fiscal year 1952 reflected liabilities of approximately
fourteen months as a result of changed collection procedure effective
July 1, 1951.

Customs.—Customs I'ecoipbs are estimated to be $590.0 million in
_the fiscal year 1953, an increase of $39.3 million over actual receipts
of $550.7 million, in t,he fiscal year 1952. :

Miscellaneous receipts.—Miscellaneous receipts are estimated to
amount to $1,744.7 million in the fiscal year 1953, a decrease of $58.8
million from the fiscal year 1952.

Refunds of receipts—Refunds of receipts are estimated to increase
.10 $2,510.8 million in the fiscal year 1953.
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Fiscal year 1954

Esmmated recelpts in the fiscal years 1953 and 1954 are compared
by ma]or sources in the followmg table.

‘ Estimated, | Estimated Increase, or
Source 1953 1954 y

decrease (—)
In millions of dollars

Individual income tax. . .. .t oilloiiiiiiiicaans 33, 551.0 33,394.0 ~157.0

Corporation income and excess profits taxe: - 23, 700.0 23, 300.0 —400.0

Miscellaneous internal revenue. . _._._. . 10, 690. 0 . 10,809.0. - 119.0

Employment taxes !._________. - 4,932.0 5,249.0 317.0
Customs........._.__ - 590.0 590.0 |ooooo..o S ’

Miscellaneous receipts. oo ool 1,744.7 2,179.6 434.8

. N RS 75,207.7 75, 521. 6 313.8

© Deduct: :
Appropriation to Federal old-nge and survivors insurance . .

Cotrustfand . el © . 4,000.0 4,298.0 298.0

Refunds of receipts. . e o 2,510.8 | 2, 558.9 48.1

Net budget TeceiDtS.oeeemcnmnm o coeeacacmaecananas e - 08,606.9 68, 664. 7 —32.2

1 Includes Railroad Unemployment Insurance Act receipts.

Net budget receipts in the fiscal year 1954 are estimated to amount
to $68,664.7 million, a decrease of $32.2 million below the fiscal year
1953. As a result of the tax reductions due to take effect in the fiscal
year 1954 under present law, both corporation income and excess
profits taxes and the individual income tax are estimated to show
decreases below the fiscal year 1953. Miscellaneous internal revenue
increases in the fiscal year 1954 despite the effect of the excise tax
reductions effective April 1, 1954.

Individual income tax.—The yield of the individual income tax is

“shown in the following table. ’

Estimated, Eétimated, Increase, or
1953 1954

Soprce‘ decrease (~—)

In millions of dollars

Individual income tax: - -
20, 948.0 20, 681.0 —267.0

Withheld. ...
‘Not withheld. ... 12,603.0 12,713.0° 110.0

Total individual income taX. .- .. _lo oo oool 33,551.0 33,394.0 —~157.0

- Receipts f10m income tax withheld are estimated to decline in the
ﬁscal year 1954 as a result of the decrease in Wlthholdmg rates sched-
uled for January 1, 1954.  Income taxes not withheld are estimated
to increase shghtly in the fiscal year 1954 reflecting higher levels of
income. The decrease in income tax rates will reduce the first
declaration payments on 1954 incomes but not the final payments on
1953 incomes. »
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Corporation income and excess profits tazes.—Corporation income and
excess profits taxes are estimated to amount to $23,300.0 million
in the fiscal year 1954, a decrease of $400.0 million from 1953. Cor-
poration income tax liabilities are estimated to be higher in- the
calendar year 1953 than in the calendar year 1951 because of higher
effective tax rates but this increase in income tax collections is ex-
pected to be more than offset by decreased excess profits tax col-
lections. Under existing law the excess profits tax is due to expire
June 30, 1953. Corporations will prorate their excess profits tax
liability for a full year on the basis of the number of days in their
taxable years which precede June 30, 1953. This will cut total
excess profits tax liability in 1953 to roughly half what it otherwise
would have been. :

Miscellaneous internal revenue.—Receipts from this source by major
groups are listed in the table which follows.

Source Estignsz?’ted, Egtilléaited, Increase, or

decrease (—)

In millions of dollars

Estate and gift taXeS. o oo oo iaciecmeie s 805.0 940.0 45.0
Excise taxes:

Liquor taxes. .. 2,745.0 2,700.0 —45.0
Tobacco taxes.. a-- 1,704.0 1,689.0 ~15.0
Stamp taxes. oo .ooooooo._. 93.0 93,0 [occoceiaaas
Manufacturers’ excise taxes._ 2,718.0 2,826.0 108.0
Retailers’ excise taxes_......._ 494.0 504.0 10.0
Miscellaneous excise taxes. - 2,041.0 2,057.0 16.0

Total exCise taXeSaunocomcocccmiccaacaan U, 9,795.0 9,869.0 74.0

Total miscellaneous internal revenue.aeo oo eaeeuae.o. 10, 690. 0 10,809.0 ' 119.0

Although the rates of certain excise taxes are scheduled to be reduced
as of April 1, 1954, miscellaneous internal revenue is estimated to
increase in 1954, reflecting higher income levels and greater .durable
goods production than in the fiscal year 1953. ’

Collections from the liquor and tobacco excise taxes are expected to
decline because of the scheduled termination of the tax increases made
by the Revenue Act of 1951. The liquor and tobacco taxes affected
by the scheduled rate decreases are paid by stamp, and collections
will immediately reflect the April 1,1954, reduction. Collections from
the manufacturers’ excise taxes and miscellaneous excise taxes are esti-
mated to increase although certain of the tax rates in these categories
will also be reduced. Because of the timing of payment of the tax
lLiabilities for these taxes the effect on collections will lag behind the
April 1 effective date of the tax reduction.
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Employment taxes.—The yields of the various employment taxes
under existing legislation are shown iu the following table.

Source Est;gn5a3ted, Estnlgnﬁited, Increase
In millions of dollars

Tederal Insurance Contributions ACt- oo oo cooemoooceooeaoe 4,000.0 4,298.0 298.0

Federal Unemployment Tax Acto__ ... ___..____ o 271.0 280.0 9.0

Railroad Retirement Tax Act.._.._..._.._._..... . 650.0 660.0 10.0

Railroad Unemployment Insurance Act ! 11.0 1.0 [l

Total employment taxes. . - oo oo 4,932.0 5,249.0 317.0
Deduct: Appropriation to Federal old-age and survivors

insurance trast fund ... eaaae 4,000.0 4,298.0 208.0

Net employment taxes.,...............' ................. 932.0 951, 0 19.0

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

. The combined receipts from the employment taxes are estimated to
increase in the fiscal year 1954 as a consequence of higher levels of
taxable salaries and wages and the part-year effect -of a tax rate
increase on wages and salaries under the Federal Insurance Con- .
tributions Act, effective January 1, 1954,

All the major sources of receipts included in employment taxes’
contribute to the increase except the Railr oad Unemployment Insur-
ance Act.

Customs.—Customs receipts are estimated to be $590.0 million in
the fiscal year 1954, the same as the preceding year.

Miscellaneous receipts.—Miscellaneous receipts are estimated to be
$2,179.6 million, an increase of $434.8 million over the fiscal year 1953.

The estimate for the fiscal year 1954 includes collections of foreign
credits and currencies in amounts equal to the estimated expenditure
of such credits by the various agencies. In prior years, these credits
and currencies were used largely by certain agencies operating abroad,
without being deposited into Treasury receipts and without being
appropriated. Total budget expenditures and net budget receipts
will therefore be increased by the same amount, with no effect on the
budget deficit.

Refunds of recmpts —Refunds of receipts are. estimated to amount
to $2,558.9 million in the fiscal year 1954, a slight increase over the
fiscal year 1953. .
BUDGET EXPENDITURES IN 1952

Federal expenditures of $66.1 billion during the fiscal year 1952
were larger than in any other year since the war, and nearly all the’
$21.5 billion increase over 1951 expenditures was due to the rising
tempo of the defense mobilization. Although the 1952 total was
substantially less than the annual totals during the war, it was sub-
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stantially more than the average of $38.3 billion in the 4 years
between the war and the Korean outbreak.

Expenditures in 1952 and 1951, and the postwar averages of 1947—
50 are given, on the daily Treasury statement basis, in the table
which follows. Related details for these and earlier years are shown
in tables 2, 3, and 5 of the tables section of this report.

. National
Inter~ . Interest
defense | yational | onthe | §oerens’ Oth Total
finance public |4 t.:)ms- er ofa.
Year a::%}%?ndcs and aid debt ration
In hiltions of dollars
13.2 4.9 5.3 6.8 8.1 38.3
20.0 4.4 5.6 r5.2 9.4 44.6
39.1 4.8 5.9 4.9 1.5 66.1

rRevised, .

War and war related expenditures (for national defense, interna-
- tional finance and aid, interest on the public debt, and veterans’
benefits) amounted to $54.7 billion, and accounted f01 83 p(,rcent of
all expenditures in 1952,

National defense expenditures of $39.1 billion were nearly twice
those of 1951 and three times those of the 1947-50 average. In the
first quarter of the fiscal year 1952, monthly defense expenditures
averaged less than $2.9 billion; in the fourth quarter; nearly $3.8
billion. The increase reflected the sharply rising military expansion
throughout 1952, the largest part consisting of major procurement and
construction. The rate of the value of deliveries in the fourth quarter
of the fiscal year was more than six times the rate of all military
procurement and construction at the time of the attack on Korea.
Expenditures for maintenance and operation also increased, as did
expenditures for military personnel, whose numbers were expanding.

In addition to the primary increases in national defense disburse-
ments by the Department of Defense, there were increases in sup-
porting programs. The largest of these was for strategic and critical
materials. Expenditures classified as national defense, however,
actually did not include all outlays for defense purposes. Among
these was the atomic energy.program. Many other Government
operations were expanded for defense purposes.

After national defense, interest on the public debt was the next
“largest war related expenditure, exceeding, as it had since 1949, the
outlay for international finance and aid, and, as in 1951, also exceeding
veterans’ services and benefits. The 1952 interest total of nearly $5.9
billion was almost 8.9 percent of the budget. The total compared with
$1.1Dbillion in 1941. The increase during 1952 amounted to $247 million.
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International finance and aid expenditures of $4.8 billion were
'$0.4 billion more than in 1951 and slightly less than the average in
1947-50. -Of the 1952 total, $2.2 billion was spent for military assist-
ance, compared with $0.9 billion in 1951, and $2.2.billion was spent.
for economic and technical assistance, compared with $3.0 ‘billion in
1951, Both of these, which are authorized by the Mutual Security
Act, were substantially less than had been estimated. There was also
2 decrease of $237 million in expenditures for civil functions of the
Army in occupied areas. A new expenditure item in 1952 was $160
million for emergency food aid for India.

As a whole, expenditures for veterans’ services and benefits have
declined sharply from the average of nearly $6.8 billion in 1947-50
even though pension and compensation payments in 1952 were slightly
above the level of 1947-50. Total aid to veterans of $4.9 billion in
1952 represented a decline of one-third from the total of nearly $7.3
billion in 1947, the year when .educational and other readjustment
benefits were drawn upon most widely. In 1952, there was a decline
.of $610 million in readjustment benefits.

The remaining expenditures, shown in the table below, included
" those for domestic programs, for the running expenses of the Govern-
ment, and for those defense programs for which the statistics cannot
readily be extracted. The total of $11.5 billion in 1952 compared
with ‘an average of $8.1 billion in 1947-50, and with $9.4 billion in
1951. Practically all the increases in these expenditures in 1951 and
1952, except those for aid to agriculture, social security, and the postal
_ deficiency, resulted from requirements for defense. The largest -
increase in 1952, $740 million, was for atomic energy, expenditures
for which are not separated for defense and nondefense purposes. The
increase of $584 million expended for aid to agriculture was diie mainly
to the smaller net receipts of the Commedity Credit Corporation in
1952. Other increases were for housing and community development
in critical defense areas, for improving public roads, public works,
and other programs contributing or incidental to the defense.

-All other expenditures of $3.5 billion in 1952 compared with $3.2
billion in 1951. They included the expenses of the Government for
both executive departments and agencies not classified elsewhere
under special programs, and also for legislative and judicial functions.

Aid to Hougsing Public

agricul- | and home Social | Atomie | Postal | 4y giher | Total

works | security | energy |deficiency

Year ture finance
In millions of dollars
1947-50, average. ... 1,913 —66 1,228 1,587 446 417 2, 557 8,083
1951 oo.-. 635 460 1, 541 2,027 908 624 3,167 9,363

1952, ool 1,219 614 1,565 2,203 1,648 740 3: 480 ll; 469
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E:STIMATES OF EXPENDITURES IN 1953 AND 1954

Actual expendfitures for the fiscal year 1952 and estimates for the
fiscal years 1953 and 1954 are summarized in the following table.
Further details will be found in table 119. The estimates are based
upon figures s’ubtmitted to the Congress in the Budget for 1954.

» Actual budget expendztwes for the fiscal year 1962 and estimated expenditures for
; 1958 and 19541 i

(In millions of dollars. On basis of 1954 Budget document]

Actual, |Estimated, | Estimated,
fiscal year | fiscal year | fiscal year
- 1952 1953 © 1954
Agriculture Department (including Commodity Credit Corpora-

e St S 1,242.1 2,143.4 2,031.0
Atomic Energy Commission. 1,669.9 2,000.0 2,700.0
Civil Service Commission -332.2 344.9 450. 6
Commerce Department. 979.1 1,097.3 1,031.3
Defense Department: | '

Military functions. 38,967.0 43, 400.0 45, 500. 0
Civil funetions_ o oo nec e - 709.9 658.8 639.9
Dconomlc Stabilization Agency ............................ - 91.0 70.9 9
gort Import Bank of Washington (net)........... . 29. 4 82.5 45,1
eral Civil Defense Administration. _...__..._.._. - 33.3 810 70.0
Federal Security A encyl ............ - 1,671.0 1,940.9 1,903.8
General Services A mmlstratlon - - 1,070.1 1,261.2 1,126.2
Housing and Home Finance Agency. - 584.8 539. 4 379,
Interior Department. - 584.8 616.3 659. 1
Labor Department._ _ 252.5 292. 4 321.0
Mutual security and 4,982. 6 5,864. 9 7,655.8
Post Office Department (general fund) 740.0 666.0 X
Railroad Retirement Board. .__.___._____ 777.5 694.3 705.9
Reconstruction Finance Cor, —220.2 ~55.9 —119.8
State Department. ... 258.2 275.3 316.3
Tennessee Valley Author - 185.2 231.5 242.9
Treasury Department:
Interest on the publi¢ debt 5,853.0 6, 450.0
Other__._
Veterans’ Ad
Reserve for contingencies
Allother-..__.___.
Adjustment to dail g
Total bud get expeﬁditures .................................... 66, 145. 2 74,592.8 78, 586..6

1 These figures are denved from the 1954 Budget document, The actual figures for the fiscal year 1952
are hased upon the Treagury’s Combined Statement of Receipts, Expenditures ang Balances, and therefore
may differ from figures pub]xshed in the daﬂy Treasury statement,

!
l
l
i
i
i
i
!
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TRUST ACCOUNT AND OTHER TRANSACTIONS

Financial transactions of Federal agencies other than those affecting -
the budget receipts and expenditures of the Government and those
relating to the public debt are classified in the daily Treasury state-
ment in three constituent groups: (1) Trust accounts, etc., (2) invest-
ments of Government agencies in public debt securities (net), and (3)
sales and redemptions of obligations of Government agencies in the
market (net). _

The first group includes the trust accounts maintained in the
Treasury, pursuant to law, for the benefit of individuals or classes of
individuals. The Government’s payments from general fund appro-
priations to the various trust accounts are included as receipts under
the respective accounts. Also included in this group are deposit.fund
accounts covering principally moneys placed with the United States
Treasury which may be withdrawn by the depositor and unidentified
receipts held until appropriate disposition can be made thereof, The
net receipts in these accounts for the fiscal year 1952 amounted to
$3,855 million. The second group includes the purchases and sales of
public debt securities by Government agencies and funds, which clear
through the accounts of the Treasurer of the United States. The net
purchases in the fiscal year 1952 amounted to $3,636 million. In the
third group are included the market sales and redemptions of securities
issued by Government corporations and agencies. In the fiscal year
1952, net redemptions amounted to $72 million.

Monthly details of trust account and other transactions for the
fiscal year 1952 will be found in table 4, and table 6 shows the major
classifications from 1944 through 1952.

GENERAL FUND

Moneys of the Government deposited with and held by the Treas-
urer of the United States are maintained in one general fund. Assetsin
the general fund consist of certain gold, silver, currency, coins; unclassi-
fied collection items, and balances to the credit of the Treasurer of the
- United States in Federal Reserve Banks and other depositary banks.

The liabilities consist of outstanding Treasurer’s checks; balances to
the credit of the Post Office Department, the Board of Trustees of the
“ Postal Savings System, and postmasters’ disbursing accounts, etc.;
and uncollected items, exchanges, etc. The general fund balance,
representing the difference between assets and liabilities, at the close of
the fiscal year 1952, on the basis of the daily Treasury statement,
amounted to $6,969 million, a decrease of $388 miillion during the
fiscal year. :
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The net change in the balance of the general fund during the fiscal
year was accounted for as follows:

B:allange1 June 30, 1950 - oo e cemm e cdemeeaan $7,356,.578,123. 19
Add: .
Budget receipts, net. . o ieaalld R 62, 128, 606, 579. 52
Trust accounts, etc., receipts.._.. .. 8,806,815,681.85
Net increase in gross public debt --. 3,883,201, 970. 50
Total. e immcicmeceeecmeeneea~ 82,175,202, 355, 06
Deduct
Budget expenditures, mcludmg those of wholly owned Gov- .
ment corporations. .. ... il $66, 145, 246, 957. 62
Trust accounts, etc., expenditures. .. ... ... 4,951, 571, 632. 46
Investments of Government agencies in public debt securities,

2 T3 2P 3, 636, 132, 200. 67
Cleal ing account for outstanding checks and interest coupons, - :
and telegraphicreports from Federal Reserve Ba,nl\s Excess

of expenditures . .. o iileiiccaaas 401, 389, 312.15
0] 7 R RPN 75, 134, 340, 102. 90
Sales and redemptions of obligations of Govcmmcnt agencies :

iR MATKet, MEt e «oe oo 72, 034, 647. 85 )
—o——————— 75, 206, 374, 750. 75

BAIANCE TUNE 30, 1952 - - oo oo eoemeee e e e e e e e 6,968, 827, 604. 31

A comparative analy31s of the assets and hablhmes of the general
fund is shown, as of June 30, 1951 and 1952, in table 43.

The balance in the general fund as of the end of the month ranged
during the fiscal year from a low of $3,879 - million on January 31 to a
high of $6,969 million on June 30. As in the past three years, the
largest item in general fund assets was the amount on deposit in
Treasury accounts with the commercial banks -designated as special
depositaries, termed Treasury tax and loan accounts since January 1,
1950. Tax and loan account balances, as of the close of the month,
were lowest on January 31 with $2,048 million, and were highest on
March 31 with $5,228 million. On June 30, they totaled $5,106
million.

Funds deposited in tax and loan accounts in 1952 consisted of thc
proceeds of the majority of the sales of savings bonds and savings
notes and other public debt obligations issued for cash (except regular
issues of Treasury bills), a large part of the proceeds of withheld
individual income and payroll taxes, and also, most-quarterly tax
payments of $10,000 and over of individuals and corporations.

PUBLIC DEBT OPERATIONS AND OWNERSHIP OF FEDERAL
SECURITIES

The net increase of $3.9 billion during the year brought the total
public debt and guaranteed obligations outstanding on June.30, 1952,
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to $259.2 billion. The total was somewhat above the amounts out-
standing on June 30 in any other year since 1946 but it was substan-
tially less than the peak of $279.8 billion in February 1946 and the total
of $269.9 billion outstanding on June 30, 1946.

The increase.in the debt during the fiscal year 1952 was brought
about by special issues of $3.1 billion to Government investment ac-
counts and a net increase in public issues of $0.9 billion. The rise in
public issues was the result of new marketable issues of $2.5 billion
and a decline in nonmarketable securities of $1.6 billion. The total
interest-bearing public issues of $219.1 billion on June 30, 1952, was -
close to the average outstanding as of June 30, 1948-1951. During
the past four years, however, there was a substantial change in the
composition of these issues. Marketable securities decreased and
nonmarketable increased, respectively, by approximately $20 billion.
On June 30, 1952, maxketa,ble issues constituted approximately 64
percent of the 111terest—bear1ng public issues, and nonmar ketable,
approximately 36 percent.

The total Federal debt outstanding since January 1946 is shown in
chart 3. Detailed information on the debt outstanding, operations,
and ownership is given in the tables section of the report. Changes
in the debt during 1952 are summarized in the accompanying table.

Jane 30, June 30, | Increase, or
1951 1952 decrease (~)
Class of debt .
In billiovs of dollars
Public debt:
Interest-bearing:
Public issues: .
Marketable ... ... N 137.9 140.4 - - 2.5
. Nonmarketable:. ... ..o il . 80.3 78.7 . —1.6
Total PUbC ISSUES . -+ o oo e eeae. 218.2(  219.1 .9
Special issues to Governmcnt investment accounts_ .- 34.7 S 3T . 3.1
—© Total mtcrcst bearing pubhc debto. .o oo 252.9 256.9 4.0
Matured debt on which interest has ceased. . - .5 .4 . —-.1
- Debt bearing no interest . 1.9 1.8 ™
Total public debt. 255. 2 "259. 1 3.9
Guaranteed obligations not held by the Treasury.. *) *) ™
Total public debt and guaranteed obllgatlous ........... . 255.3 259, 2 ) 3.9 '

*Less than $50 mx]llon.

221052—53——86
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___TRENDS IN THE FEDERAL DEBT 1946-'52
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Operations in the public debt and changes in its ownership during
the fiscal year 1952 are outlined in the two sections which follow.
PUBLIC DEBT OPERATIONS
Summary
The Treasury borrowed “new money”’ through marketable issues
during the year by increasing the offerings of 91-day Treasury bills and
by two offerings of the new Treasury tax anticipation bills, Since all
of the new money borrowed by issuing tax anticipation bills was
repaid before the end of the fiscal year, these issues did not increase
the debt. Refunding .of marketable securities (other than Treasury
bills) was accomplished by six issues of certificates of indebtedness and
by an issue of intermediate bonds, the first marketable Treasury bond
offering since 1945. In addition, portions of four long-term Treasury
_bond issues were refunded into Treasury nonmarketable bonds of the
investment series. In -connection with this refunding the Treasury
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also raised $318 million of “new money,” most of which was paid
during fiscal 1952. In May 1952, the yields of United States savings
bonds were raised and in June 1952 a new current income bond, the
H bond, was added to the series. Treasury savings notes continued
on sale at the yields which had been adjusted upward in May 1951.

The results of the public offerings of bonds, notes, and certificates
of indebtedness are shown in the following tables The results of bill
offerings are summarized in later text.

Public offerings of bonds, notes, and certificates of mdebtedness, ﬁscal year 195621

[In millions of dollars]

Issued Issuil]ed in Total

. P 3 exchange ota.

Date of issue Description of security cgosgl for other | issued

securities
Marketable issues
1749, certificates of indebtedness: ) »

Aug.1,1951______ Series B-1952, due July 1, 1952. ..o ). 5216 | 5,216
Sept. 15, 1951.___. Series C-1952, due Aug. 15, 1952 ———- - 583 T 583
Oct. 1, 1951.._ Series D-1952, due Sept. 1, 1952. 1,832 1,832
Oct. 15, 1951._ Series E-1952, due Oct. 1, 1952_.. R 10, 861 10, 861

Series F—1952 due Dec. 1, 1952.. 1,063 +1,063

Mar. 1, 1952, ... Series A- 1953 due Feb. 15 ............... - - 8, 868 8,868

Do 234%, Treasury bonds of 1957—59 due Mar. 15,1959 ... | 927 927
1149, Treasury notes: .

Apr.1,1951_ . ___. Series EA-1956, due Apr. 1, 1956 1,007 1,007

Oct. 1,1951___ Series FO—1956 due Oct. 1, 1956.._ 550 550
Apr. 1 1952 ... . Series EA—1957 due Apr. 1 1957 512 512 -

. Total Treasury certificates of indebtedness, bonds,

........ 31,418 | 31,418
and notes.

Nonmarketable issues

May 19,1952 234% Treasury Bonds, Investment Series B-1975-80 (addi-
tional issue), due Apr. 1, 1980
Various_...._._. -| Treasury savings notes, Series A ... _..__..___...
Dot United States savings bonds: i
Series E
Series F and Q.

SeriesJand K.._......

Subtotal savings bonds.......___..___.___

Total Treasury bonds, investment series, savings | 10, 539 1,316 | 11,855
bonds, and savings notes. .
Total iSSUeS . . oo e 10, 539 32,734 | 43,273

*Less than $500,000.

! Exclusive of special series of certificates of indebtedness; armed forces leave bonds, depositary bonds;
special notes of the United States: International Monetary Fund series; United States savings stamps,
and guaranteed obligations.

2 From press release of June 5, 1952, (see exhibit 14, page 268).

3 Includes accruals.
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Dzsposmon of maturing or redeemable public issues of bonds, notes, and certificates of
: indebledness, fiscal year 19521

[Dollars in miltidns]

Re-
deemed Ex- i
Date of ) ) for cash | changed Percent
refund- Description 6f security Date of issue or car- | for new [. Total ex-
ing ried to | secur- changed
" |matured| ity ’ .
debt
1951 Marketable issues )
Aug. .1...- 1Y% ‘Treasury mnotes, Series, | July 1, 1950 ... 135 5,216 5,351 97.5
E-1951, maturing Aug. 1, 1951. . .
Sept. 15...| 3% Treasury bonds of 1951—55 Sept. 15, 1931...... 172 583 755 7.2
called Sept. 15, 1951,
Oct. 1. 1Y% Treasury notes, Seri jes | Feb. 1,1950_ ...... 86 1,832 1,918 95.5
A-1951, maturing Oct. 1, 1951, .
Oct. 15....] Y% Treasury notes:
Sclrées F1—1951 maturing Oct. | Sept. 15, 1950_..._. 67 5,873 5,941 98.9
Sclnelsgg -1951, maturing Nov. | Oct. 1, 1950...._._. 265 4,988 5, 253 9.9
, .
Subtotal, Oct. 15 ..o |l 333 | 10,861 11,194 97.0
Dec. 15. .| 2}4% Treasury bonds of 1951-53, | Dec. 22, 1939_ ... 55 1,063 1,118 95.0
052 called Dec. 15, 1951.
1
Mar. 1.__.| 2}4% Treasury bonds of 1952-54, | Mar. 31, 1941..____ 97 927 1,024 90. 5
called Mar. 15,
Do 1% certnﬁcates, Series A- 1052, | June 15, 1951. ... 656 8, 868 9,524 93.1
maturing Apr. 1, 1952,
Subtotal, Mar. ¥_ ... .. | . 753 9,795 1 10, 548 92.9
June 4_.__| 204%, Treasury bonds:
Exchanged during fiscal 1952:
1965-70 due Mar. 15, 1970._| Feb. 1, 1944 . .| -c..._- 2418
1966-71 due Mar. 15, 1971._| Dee. 1, 1944 _ 3479
1967-72 due June 15, 1972. .1 June 1, 1945 _ 285
1967-72 due Dec. 15, 1972... Nov. 15, 1945 2192 -
"Remainder.__ .| e 133 133
Subtotal, June 4. i e 1,307 1,307 oo o
Total Treasury bonds, |..oeeeeeoooooeoeeen. 1,534 | 30,657 | 32,1927].....___.
notes, and certificates
of indebtedness.
Nonmarketable issues
Various...| United States savings bonds:
Series A-D .ol Mar. 1935-Apr. [V P, LU DR,
1941.
Series Boono oo iiiiaieiaaan May 1941 on con- 3,999 9 4,008 |.acooaao-
tinuous sale. .
Series Fand G..__...._....... May 1941-Apr. 1,012 |-ooaoooo. 1,012 |ooeeeaas
1952, :
Subtotal savings bonds__....| .o . 5,101 9 5109 |
Do...... Treasury tax and savings notes....{ Aug. 1, 1941, on | 36,174 |.__...... 6,174 |.__..._L.
continuous sale.
Do...... 214% Treasury bonds, investment
series:
Series A-1965.. ... .. .. Qct. 1,1947 .. ... ) U P, ) B PO
Series B-1975-80.....o.._...... Apr, 1, 1951 . oo |eeecaiol 2, 068 2,068 [..oooaoo.
Subtotal Treasury bonds, {.ceeeeecoaeoccaaenn. 1 2,068 » 2,070 |ooooo__.
investment series. .
Total savings bonds, tax 2,077 | 13,354 |...oo...
and savings notes, and
Treasury bonds, invest-
ment series.
Total issues........ R SR 12,811 | 32,734 | 45,545 |.........

1 Marketable issues in this table are exclusive of special series of certificates of indebtedness, postal savings

bonds, and other debt items.

Nonmarketable issues are exclusive of armed forces leave bonds depositary

bonds; excess profits tax refund bonds; special notes of the United States: International Monetary Fund
series; United States savings stamps; and guaranteed obligations.
2 E\(changes through June 30, 1952, Payment of the balance has been deferred under the option to pay
in four equal installments on June 4, August 1, October 1, and December 1, 1952.
3 Includes tax and savings notes in the amount of $2, 737 million surrendered in payment of taxes.
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Marketable issues

-Bonds, notes, and certificates of mdebtedness —Banl\ restr 1cted bonds
(the markctable issues which.commercial banks may not acquire before
speciﬁed dates) decreased $8.6 billion in 1952 to a-total of $27.5 billion.

Two issues of bank restricted bonds, the 2% percent bonds of June
15,1962-67, and the 2 percent bonds of June 15, 1959-62, outstanding
in the total of $7.4 billion, became bank eligible on May 5 and June 15,
respectively. The issues were two of the eleven so restricted by their
terms in order to minimize their inflation potential during World War
" II. They were the second and third issues to become eligible for
bank purchase; the first became eligible on September 15, 1946.
Bank restricted issues were further reduced by the reopening in May
of the nonmarketable 2% percent Treasury Bonds, Investment Series
B-1975-80, which were offered, under a formula, for cash and in
exchange for four of the longest-term bank restricted Treasury bonds.

The amounts of the security classes of marketable issues outstanding
on June 30, 1951 and 1952, with changes during the year, are shown in
‘the followmg table. :

| 7ume 30, 1051 | June 30, 1052 | GRorease, O
. Class of security '

In billions of dollars

Treasury bills. . imas ©o13.

3.6 S 17.2 | . 3.6
Certificates of indebtedness. ... .. v o oiioiaiiaa] 9.5 28.4 18.9-
Treasury notes. .....-.... . .- .- 35.8 19.0 ~16.8
Treasury bonds: . .
Bank eligible - 42.8 48.2 . 5.4
Bank restricted ; - 36.1 27.5 —8.6 -
Othcn bonds (postal Savings, €tC.) -mvao oo iimreeeaaaes .2 .1 ™
9

TotaY interest-bearing marketable securities......... 137. 140.4 2.5

*Less than $50 million, .

Four issues of Treasury bonds were not called for redemption when

they reached their first and subsequent call dates which occurred
- during the fiscal year. These were the 2 percent bonds of September

15, 1951-53, the 2 percent bonds of December 15, 1951-55, the 2
percent bonds of June 15, 1952-54, and the 2} percent bonds of
June 15, 1952-55.

Marketable securities, other than Tleasuly bills, matured or were
called for redemption in the amount of $30.9 billion. Of this total,
$29.3 billion were exchanged for new issues; the remaining $1.5 billion
consisted of balances of the matured or called issues which were
presented for cash redemption rather than exchange or which were
transferred to matured debt. These totals do not include $1.3 billion -
of exchange subscriptions of four issues of Treasury bonds which were
refunded in part into an additional issue .of Treasury Bonds, Invest-
ment Series B-1975-80.
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The eight wholly refunded securities consisted of three issues of
Treasury bonds, four issues of 1)% percent Treasury notes—three
13-month maturities, and one 20-month maturity—and one issue
of 9¥%-month 1% percent certificates of indebtedness. The partially
refunded securities were four of the longest-term bond issues. In
addition to the investment series bonds, the new security issues con-
sisted of six issues of 11- or 11Y%-month 1% percent certificates of
indebtedness, and an issue of 5-year and ¥% month—7-year and %
month 2% percent bonds designated Treasury bonds of 1957-59.

The refunding operations of the year were opened with the offering .
on July 16, 1951, in accordance with an announcement by the Secre-
tary of the Treasury on July 12, of a new issue of 11-month 1% percent
certificates of indebtedness. The certificates, Series B-1952, dated
August 1, 1951, were offered to holders of the 1} percent Treasury
notes, Series E-1951, outstanding in the amount of $5,351 million.
Subscriptions to the new certificates, Series B-1952, totaled $5,216
million, leaving $135 million of the maturing notes to be paid in cash:

On August 27, offerings were announced of two issues of 11-month
1% percent certificates of indebtedness to be made on September 4
and September 18, in exchange, respectively, for the 3 percent Treasury
bonds of 1951-55 which previously had been called for redemption on
September 15, 1951, and in exchange for the 1} percent Treasury
notes, Series A-1951 which matured October 1, 1951. The new
certificates, Series C-1952 and Series D-1952 were dated September
15 and October 1, respectively. Exchanges of the bonds for the new
certificate issue, Series C-1952, dated September 15, amounted to
$583 million, leaving $172 million of the maturing bonds to be paid
in cash. Exchanges of the notes for the new certificate issue, Series
D-1952, dated October 1, amounted to $1,832 million, leaving $86
million of the maturing notes to be paid in cash.

An offering of 11%-month 1% percent certificates of indebtedness on
October 1 was announced on September 25 to holders of two issues of
1% percent Treasury notes which matured in the total of $11,194
million. Exchanges for the new certificate, Series E-1952, dated
October 15, 1951, totaled $10,861 million. Exchanges of the notes,
Series F-1951, which matured October 15 in the amount of $5,941
" million, were $5,873 million.. Exchanges of the notes, Series G-1951,

which matured November 1 in the amount of $5,253 million, were
$4,988 million.

On November 26, an offering on December 3 was announced of an

issue of 11%-month 1% percent certificates of indebtedness for exchange

~ of the 2% percent Treasury bonds of 195153, which earlier had been

called for redemption on December 15. The called bonds were out-

standing in the amount of $1,118 million. Subscriptions to the new
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certificates, Series F-1952, dated December 15 1951, amounted to
$1,063 million. ‘

The next refunding, announced on February 13, 1952, consisted of
the offering on February 18 of two securities. The first, an issue of
2% percent Treasury bonds of March 15, 1957-59, was made to refund
the 2} percent Treasury bonds of 1952-54 which had been called for
redemption on March 15, 1952. This was the first marketable Treas-
ury bond offered since October 1945. The second security, an 11%-
month 1% percent certificate of indebtedness, was offered to holders
of the 9%-month 1% percent certificate, Series A-1952, maturing
April 1. Subscriptions to the 2% percent Treasury bonds of 1957-59
amounted to $922 million, leaving $97 million of the maturing bonds
to be paid in cash. Subscriptions to the new 1% percent certificates,
Series A-1953, dated March 1, 1952, amounted to $8,868 million,
. leaving $656 million of the maturing certificates to be paid in cash.

Finally, a portion of the four longest-term bank restricted bonds
was shifted into nonmarketable bonds.. In accordance with an
announcement on April 30, the nonmarketable issue of 2% percent
Treasury Bonds, Investment Series B-1975-80, was reopened on
May 19 for cash or not less than one-fourth for cash and the remainder
for exchange of any of the four bonds. The subscription books were
closed on May 29. Exchange subscriptions amounted to $1,307
million and cash subscriptions to $450 million. These figures included
exchange subscriptions of $392 million and cash subscriptions of $132
million of Government investment accounts. '

Bonds of Investment Series B-1975-80, which were originally issued
April 1, 1951, are not transferabie, but at the option of the owner may
be exchanged for 134 percent five-year marketable notes. During 1952
three series of these notes, Series EA, due April 1, 1956, Series EO, due
October 1, 1956, and Series EA, due April 1, 1957, were issued in the
total of $2,068 million in exchange for bonds of this investment series.
Of these exchanges, $2,000 million were made for the Federal Reserve
System Open Market Account.

Treasury 91-day bills.—Offerings of 91-day bills were made in each
week of the fiscal year. In the first quarter of the year the issues
exceeded the amount of the maturities by $2.0. billion; the issues in"
the second and third quarters refunded in equivalent amounts the
bills maturing; and the issues in the last quarter exceeded the matu-
rities by $1.6 billion. The issues consisted of 50 with 91-day matu-
rities, one, on November 23, of a 90-day term, and one, on August 23,
of -a 92-day term. The 13 issues outstanding at the end of the fiscal
year 1951 totaled $13,614 million and the 13 issues outstandmg at
the close of the fiscal year 1952 totaled $17,219 million.

- The average rates of discount on new issues ranged moderately
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during July through November between 1.562 percent and 1.660
percent. In December the rate increased, rising to the year’s high
of 1.883 percent, on January 3. A rapid decline then carried the rate
to the year’s low of 1.507 percent on February 21. The rate then
increased gradually through the remainder of the.fiscal year, inter-
rupted only by declines in March and in mid-June. The average
rates on weekly bill offerings during the year are shown in exhibit 12.

Noncompeutlvc bids for $200,000 or less from any one bidder were
accepted in full at the average. price for competitive bids. These
bids averaged about $171 million a week and amounted to 13.9 percent.
of all bids accepted. ’

Treasury bills, Tax Anticipation Series.—There were two issues of
bills of the new Tax Anticipation Series in October and November
1951. These new issues were offered to provide the Treasury with
funds in periods when tax collections were seasonally low; to provide
the Treasury with appropriate maturities when large amounts of
funds were flowing into the Treasury; and to provide an investment
medium for corporations accumulating funds to pay their taxes in
March and June, the two months when the heaviest tax payments
are due. The October series was accepted in payment of income
taxes due on March 15, 1952, and the November series in payment
of income taxes due on June 15, 1952,

The offerings were for cash, with payment on the date of 1ssue ,
except that any qualified depositary could make payment for the bllls
by credit in its tax and loan, account up to any amount.for which it
was qualified in excess of existing deposits. . The bills were issued on
a discount basis, as in the case of 91-day bills. Bills of the first series
had a 144-day term, were dated October 23, 1951, and matured on
March 15, 1952. Tenders were accepted for $1,234 million. Bills
- of the second series had a term of 201 days, were dated November
27, 1951, and matured on June 15, 1952. Tenders were accepted
for $1,249 million. The average rates of discount were 1.550 percent
for the October series and 1.497 percent for the November series.
To the extent the bills were not presented in payment of income taxes,
in accordance with the offering terms the face amount was payable
without interest at maturity.

Tax anticipation bills are like Treasury savmgs notes in that one
of the purposes of their issuance is also their use in direct payment of
taxes. In other respects, however, the:bills are unlike the savings
notes, as the savings notes are 3-year nonmarketable issues on con-
tinuous sale, beannﬂ interest on a graduated rising scale payable on .
redemption, and Jedeemable before maturity.
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Nonmarketable issues

Toward the end of the fiscal year a number of changes were made
in United States savings bonds as described in the following paragraphs.
Treasury savings notes continued on sale in 1952 and corporations
used a larger volume for tax payments than in any other year since
1946. Treasury Bonds, Investment Series B-1975-80, outstanding
declined somewhat as a result of exchanges (largely by the Federal
Reserve Banks), under the owners’ option, for marketable 5-year 1%
percent Treasury notes, Series EA and EOQ. These exchanges were
substantially offset by the issues of the Investment Series in the re-
funding of long-term bank restricted bonds and also by the cash
subscriptions in the offering of May 19-29. The changes in the
amounts of nonmarketable interest-bearing security classes during
the year are shown in the following table.

June 30, 1951 | Tune 30, 1952 | JRCrease, or
Class of security .

In billions of dollars

United States savings bonds:

ST L P SN ) 34.5 34.9 0.4
Series I and G.... T2 22.7 -.4
Series H____......._. *) ™
Series Jand K. ... e .1 .1
TOBAL oo 57.6 57.7 1
Treasury savings notes (unmatured) 7.8 8.6 -1.2
Treasury bonds, investment series. . 14.5 14.0 . —.5
{10 .4 .4 *
Total interest-bearing nonmarketable isswes ... ... 80.3 78.7 -1.6

*Less than $50 million.

United States savings bonds.—T'he changes in savings bonds were
- announced on April 29. Effective May 1 the yields on new issues were
raised, both for the intermediate period before maturity and for the
entire period to maturity. The yield of Series E bonds maturing
on or after May 1, 1952, also was improved if the bonds were held for
an additional period after maturity. Sales of Series F and G savings
bonds were discontinued on May 1, and in their place two series of
savings bonds to be known as Series J and Series K were placed on sale.
The wholly new current income bond, Series H, was placed on sale on
June 1 as a companion to the discount Series E bond and is being
promoted along with the E bond.

Several changes were made in the terms of E bonds issued on and
after May 1, 1952. The intermediate redemption schedule was
revised upward to give higher yields in the earlier years. Interest



74 1952 REPORT OF THE SECRETARY OF THE TREASURY
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accruals start at the end of six months instead of at the end of one year
as formerly. The over-all interest rate on E bonds also was raised,
from approximately- 2.9 percent to approximately 3 percent com-
pounded semiannually, the maximum allowed by the law. The
$18.75 issue price on a $25 bond was retained (a $4 return for a $3
investment). The change in the over-all return was effected by
shortening the length of the E bond from 10 years to 9 years, 8 months.
The new interest rate schedule applies only to bonds sold on May 1,
1952, and thereafter.

The interest rate on the E bond during the additional 10 years of
an E bond’s life under the extension privilege also was raised, so that
the return is approximately 3 percent, compounded semiannually for a
period of holding beyond the original maturity. The new rates for
the extension period apply only to bonds maturing on or after May 1,
1952.

Charts 4 and 5 show the improved E bond yields and e\tended
yields for selected periods held.

In-addition to these changes in terms, the limit on E bond holdings
by one person, at any one time, of purchases during the calendar year
1952 and each year thereafter was fixed at $20,000, maturity Value
This was twice the limit in effect in 1948 through 1951.

The new current income Series H bond is issued and is redeemable
at par. Interest is paid by check semiannually on a graduated scale
of rates which was put as close as possible to the E bond scale in terms
of its investment yield. Like the E series, the bond is issued only to
individuals, has the same 9 year, § month term as E bonds, and has a
similar annual purchase limit of $20,000 maturity value. Unlike E
bonds, it must be held six months rather than two months, before it
can be redeemed and it is redeemable only on one calendar month’s
notice; it is issued and redeemable only at Federal Reserve Banks and
branches and at the Treasury; and it is offered with a mlmmum_
denomination of $500.

Series J is a revised Series F bond and Series K is a revised Series G
bond. The two new series' differ from the old primarily in their -
higher interest rate schedules. They pay 2.76 percent if held 12 years
to maturity, and pay much higher intermediate yields than F and G
bonds. The limit on the combined holdings of J and K bonds by one
person, at any one time, of purchases during the calendar year 1952
and each subsequent year was fixed at $200,000, issue price. This
was twice the amount which had been effective beginning with 1942
for Series F and G bonds combined. Chart 6 compares yields of
Series G and Series K bonds for selected periods held.
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YIELDS' ON SERIES G AND K BONDS*®
For Selected Periods Held

%
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CHART 6

1 Approximate investment vlc]d per annum, compounded semiannually.
2 and J yield comparlson is similar.

‘Sales of Series E through K during the year totaled $3.9 billion,
issue price. Sales plus accrued discount of these issues exceeded
redemptions by $113 million. Since the first series was issued in 1935,
sales of all series (A-K), plus accrued discount, have totaled $105.1
billion and redemptions, including matured bonds, have totaled $47.3
billion.  As of June 30,1952, savings bonds were 22.5 percent of the
outstanding interest-bearing public debt and guaranteed obligations.

Sales of Series E and Series H bonds combined during 1952 amounted
to $3,296 million, issue price, $24 million more than E bond sales in
1951. In the one month: of the year H bonds were on sale, $30
million were sold. Redemptions of E bonds in 1952 amounted to
$4,008 million, a decline of $287 million from those in 1951.

Sales of Seues F, G, J, and K bonds, issue price, totaled $629 million
in 1952 compared with $1,871 million in 1951. In the two months of
the existence of J and K bonds, their sales together were $110 million.
Redemptions of F and G bonds in 1952 totaled ‘Bl 012 mﬂhon coni-
pared with $1,042 million in the preceding year.

The 1edompt10nq of savings bonds as a percent of the total sold
by yearly series, are summarized in the following table.



SUMMARY OF FISCAL OPERATIONS 77

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

[On basis of Public Debt accougts, see p. 501}

Redeemed by end of—

.. Series and calendar year in

which issued 1 | 2| 3| 45| 6| 72]& ]9 |w|unu
vear | years | years | years | years | years | years | years | years | years years

Series’ A through ) 04

90 C 1 Wb i R NI I O

F-1946 and G-1946. ..
F-1947 and G-1947...
F-1948 and G-1948...
F-1949 and G-1949_
T-1950 and G-1950.
F-1951 and G-1951...

BWWRWIWN N R ==

Nore.—The percentages shown in this table are the proportions of the value of the bonds sold in any
calendar year which are redeemed before July 1 of the next calendar year, and before July 1 of succeeding
calendar ycars. Both sales and redemptions are taken at maturity value.

1 Percentages by denorminations may be found in table 35.

Statistics on savings bonds, from the date of issue, March 1935
through June 1952, are published in tables 30 through 35.

Treasury savings notes.—Sales of Treasury savings notes in 1952
amounted to $5.0 billion (face amount), slightly less than the sales of
$5.1 billion in 1951. Redemptions in 1952 amounted to $6.2 billion,
consisting of $2.7 billion applied to tax payments and $3.4 billion
redeemed for cash. In 1951 redemptions for tax payments amounted
to $1.2 billion and redemptions for cash to $4.6 billion. Savings notes-
unmatured on June 30, 1952, totaled $6.6 billion compared with $7. 8
billion on June 30, 1951.

Special short-term certificates of mdebtedness —~Seven issues of specml
short-term certificates of indebtedness, in the total of nearly $1.9
billion, were sold to the Federal Reserve Banks during the year to
cover temporary overdrafts on Treasury balances at the Banks made
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in anticipation of the receipts of the quarterly tax payments. In 1952,
the sales were made in December, January, March, and June, and in
each instance the issues were retired within a few days. Interest on
the issues was paid to the Banks at the rate of % percent per annum.
Treasury issues and retirements of these certificates during the year
are shown in table 25.

Special issues to Government investment accounts.—The increase of
$3.1 billion in interest-bearing securities issued by the Treasury during
the year for the investment of trust and other funds deposited in the
Treasury brought the total outstanding from $34.7 billion on June 30,
1951, to $37.7 billion at the year’s close. The increase of $2.0 billion
in the certificates issued for the Federal old-age and survivors insurance
trust fund accounted for nearly two-thirds of the change. Other
significant increases were credited to the civil service retirement fund,
the railroad retirement account, and the unemployment trust fund.
Details of the changes in the special issues may be found in table 23.

- Interest on the public debt _

Interest paid on the debt during the year totaled $5,859 million
compared with $5,613 million in 1951, daily Treasury statement basis.
The increase was accounted for both by the rise in the total debt
outstanding and by the rise in the average annual interest rate.
Sinking fund ) _

Credits accruing to the cumulative sinking fund in 1952 amounted
to $620 million, which, added to the unexpended balance of $7,818
million brought forward from 1951, made available $8,438 million,
The unexpended balance of $8,438 million was carried forward to the
fiscal year 1953 ' ' . :

Tables 28 and 29 show the transactions on account of this fund -
since it was established on July 1, 1920. '

Statutory limitation _

Section 21 of the Second Liberty Bond Act, as amended (31 U. S. C.
757b), limits the amount of obligations issued under authority of the
“act to $275 billion outstanding at any one time. The limitation
applies to the public debt and to those obligations of Government
corporations and agencies which are fully guaranteed by the United
States (except such obligations held by the Treasury). As of June
30, 1952, the unused borrowing authorization was $16.5 billion. A
statement of the public debt security classes and guaranteed obliga-
tions outstanding as affected by the debt limitation is contained in
table 21.
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OWNERSHIP OF FEDERAL SECURITIES!

Ownership of the gross Federal debt by private nonbank investors on
June 30, 1952, amounted to $130.8 billion, and accounted for 51 per-
~ cent of the total debt outstanding. The decline of $2.2 billion in the
holdings of debt by private nonbank investors during the fiscal year
1952 was somewhat smaller than the decline during the preceding
year. There was still no net demand for Federal securities on the
part of long-term investors as a group during the year, as the supply .
of new mortgages and corporate securities continued at high levels.
There was a $1 billion increase in the holdings of shorter-term in-
vestors, however, one-half of it in the investment of foreign balances.

Holdings of gross Federal debt by the banking system, that is,
commercial banks and the Federal Reserve Banks, increased by $2.7
billion during the year, although holdings by the Federal Reserve
Banks alone actually declined. Despite these increases, bank hold-
ings of the debt on June 30, 1952, still accounted for only 32 percent
of the total debt outstanding, as compared with 42 percent at the
end of World War II financing (Feb. 28, 1946) and 39 percent on
June 30, 1941. While there was a decline of approximately $4.4
billion in the holdings of securities by private nonbank investors since
the end of World War II financing, there was a decline of $32.6 billion
in debt holdings by the commercial banking system as a whole.

The following table presents figures on bank and nonbank ownership
together with pertinent detail on the holdmgs of Federal securities
by the various investor classes.

Ownership of Federal securities, by tnveslor clusses, for selected dates, 1941-621

June 30, | Feb. 28, | June 30, | June 30, Cg]?%g c(lglm
%
1941 1946 ¢ 1951 1952 year 1952
Amounts in billions of dollars
Estimated ownership by:
Private nonbank investors:
Individuals 3 _ . 11.2 64.1 64. 4 63.5 -.9
Insurance COMPAanies. . ..o 7.1 24. 4 17.1 15.7 —1.4
Mutual savings banks..._. 3.4 1.1 10.2 9.6 —.6
Corporations 4._._..._._......_. 2.0 19.9 21.1 20.0 -11
State and local governments._ - .6 6.7 9.4 10. 4 +.9
Miscellaneous investors ¢ .. __._____._____ 7 8.9 10.8 11.7 +1.0
Total private nonbank investors...._._.. 25.0 135.1 132.9 130.8 —-2.2
Federal Government investment accounts____. . 85 | 28.0 41.0 4.3 +3.4
Banks:
Commercial banks. .. ..o . ... 19.7 93.8 58.4 61.1 +2.
Federal Reserve Banks.. 2.2 22.9 23.0 22.9 .1
Total banks. oo oeooi e araaacan 21.8 116.7 81. 4 84.0 +2.7
" Total gross debt outstanding. . ._..__.____ 55.3 279.8 255.3 259. 2 +3.9

Footnotes at end of table.
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Ownership of Federal securities, by tnvesior classes, for selecled dates, 1941-52 1—Con.

June 30, | Feb. 25, | June 30, | June 30, Change dur-
1941

ing fiscal
1946 2 195? 1952 vear 1952

Percent of total

Percent owned by:
Private nonbank investors:

Individuals. ... ... 20 23 . 2 25 e

Other. . . ... eeemecmcecaan 26 25 27 206 |o.o.- S
T 46 48 52
Federdl Government investment accounts.___. 15 10 16
BanKS. oo e 39| - 42 32

Total gross debt outstanding. . _____________. 100 100 100 00 ...

! Grols(s publ]n)c debt and guaranteed ohligations of Federal Government held oumde of the Treasury.
2 Peak of de
3 Includes partnerships and personal trust accounts. Nonprofit institutions and corpomte pension trust
funds are included under “Miscellaneous investors.” ]
- 4 Exclusive of banks and insurance companies. ’
s Includes savings and loan associations, nonprofit instif. nl,lom corporate pension trust {1 lmds de*\]ers ‘mll
brokers, and investments of foreign balances and mtenml jonal neeounts in this coun try.

Dm ing the ﬂsca] year 1952, m(hwduals decreased their ownership
of Fedelal securities by appr ommately $0.9 billion, as compared with
a decline of $2.5 billion in the preceding year and with virtually no
change in the fiscal year 1950. There was no decline in individuals’
holdings of savings bonds during the year, since an increase of about
$0.4 billion in holdings of Series E and H savings bonds was offset by
reductions in the holdings of other series of savings bonds of approxi-
mately the same amount. Some continued reduction in the holdings
of marketable securities by individuals took place durmg the year,
although the decline was only about one-half as great as during the
preceding year. Despite a decline of $3.4 billion in individuals’ owner-
ship in the last 2 years, individuals’ holdings of Federal securities
amounted to $63.5 billion on June 30, 1952, only half a billion dollars
below the total held by individuals at the end of World War II financ-
ing. Individuals hold the largest single segment of the Federal debt
at the present time, an indication of the continued widespread distri-
bution of the debt throughout the country. Their present share of the
total public debt (25 percent) is slightly larger than it was on February
28, 1946, and considerably above the prewar share.

Holdings of Federal securities by insurance companies on June 30,
1952, amounted to about $15.7 billion. Two-thirds of this total was
held by life insurance companies, with investments predominantly in
long-term securities. Life insurance companies continued to reduce
their holdings of Federal securities during 1952, following the trend
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which has characterized the postwar period as new private investment
opportunities appeared in the-form of ah increased supply of mortgages
and corporate securities. In large part, this trend was maintained
during 1952 by the capital:demands -of -business growing -out of the
defense program.. The reduction in life insurance company- holdings
of Federal securities of $1}% billion duung the fiscal year 1952 was
only half as large as thé reduction in the preceding year, however,
as savings flowing to life insurance companies continued to grow and
the trend toward private investments slackened somewhat. Approxi-
mately 75 percent of the life insurance expansion of private invest-
ments during the fiscal year 1952-was financed .through an increased
volume of new savings flowing into:insurance ecompanies, as compared
~with only 60 percent the year before. : :

Mutual savings banks’ holdings of Federal secuutles on Juno 30
1952, totaled $9.6 billion, over one-half of which was invested in bank
restricted bonds. . Like the life insurance companies, mutual savings
banks also have been actively engaged in increasing their mortgage
and corporate- security portfolios 'since the end of World War II,
although the activity has been on a smaller scale. - Again, like the
life insurance companies, their expansion of mortgages and corporate
security holdings during 1952 was. accomplished with less liquidation- -
of Federal securities than had been true during earlier years. Mutual
savings bank holdings declined by $0.6 billion in 1952, as compmed
with a decline of $1.3 billion in the preceding year.

Although' the long-term trend of holdlngs of Federal secuutnes by
corporations other than banks and insurance. companies appears. to
‘be continuing slightly upward, there was-a decline of about $1. billion
in their holdings of Federal securities during the fiscal year 1952.
- The Revenue-Act of 1950 has the effect-of increasing the proportion -
of corporate income (and excess profits) taxés to -be paid during the
first half of each calendar year. - The increasing burden of corporate
tax payments in March and June in comparison with the.rest of -the
year has a direct effect.on corporations’ Government security port-
folios, which are tending more and more to be drawn down during
these months and. then built up again during the period :from July
through February. Corporation holdings- of Federal .securities:
amounted to $20.0 billion on June 30, 1952, about $2.6 billion short
of the seasonal peak reached in February 1952 which was, incidentally,
" very near the all-time peak for corporation holdmgs of Government
securities reached in 1945.

221052—53——7
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Miscellaneous investors held approximately $11.7 billion of Federal
securities on June 30, 1952. Private pension trusts sccounted for a
little over $2 billion of the total, but their holdings were virtually un-
changed during the year. About one-half of the increase of approxi-
mately one billion dollars in the holdings of miscellaneous investors
during the year came about as a result of expanded investment of
foreign balances in the United States in Federal securities. These
investment balances, together with securities held by various inter-
national organizations, made up about $4 billion of the miscellaneous
investors’ total on June 30, 1952. The remaining investor classes in
the miscellaneous category include savings and loan associations,
nonprofit institutions, dealers and brokers, and cértain smaller insti-
tutional groups.

Holdings of Federal securities by State and local governments as of
June 30, 1952, amounted to $10.4 billion, a $1 billion increase during
the year. One-third of these investments is in State and local pension
funds, which accounted for almost one-half the entire net growth dur-
ing the year. The remainder was accounted for by State and local
sinking funds, operating funds, and various special funds.

Government investment accounts expanded their holdings of Gov-
ernment securities by $3.4 billion during the fiscal year 1952, continu-
ing their net growth which has characterized each year durmg the
last two decades with the exception of 1950. On June 30, 1952, Gov-
ernment investment accounts held $44.3 billion of Federal securities,
or one-sixth of the entire debt. Special issues to these Government
investment accounts amounted to $37.7 billion on June 30, 1952, or
approximately 85 percent of the total. Details of the ownership of
securities by these Giovernment investment accounts, mostly social
security, veterans’ life insurance, and Government employees’ retire- -
ment funds, are shown in table 44 (page 650). o

Commercial banks held $61.1 billion of Federal securities at the end
of the fiscal year 1952, an increase of $2.8 billion over June 30, 1951.
A little over half of thls total was invested in bank eligible bonds,
most of which were due or callable within 5 years. Commercial banks
also held a little over $25 billion in bills, certificates, and notes.

An analysis of the estimated changes in bank versus nonbank owner-
ship of Federal securities during the fiscal year 1952 is shown by type
of issue in the following table.
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Estimated changes in ownershii) of Federal securities by lype of issue, fiscal year 19621

[In billions of dollars)
Change accounted for by—
Total . Govern- Banks
changes | Erivete | “hong
nonbank | o oce -
invest- 1
oIS ment Total Com- | Federal
accounts ~mercial | Reserve
Marketable securities: .
Treasury bills_ . ... ... 3.6 1.4 *) 2.2 2.3 —-0.1
Certificates of indebtedness. - 18.9 5.6 *) 13.2 4.6 8.6
Treasury Notes cou.oooeeooo- —16.8 —6.3 *) —10.6 -3.7 —6.9
Treasury bonds.._... —3.2 -2.7 -0.3 -2 —-.5 .3
Total marketable 25| L9 —.2 4.7 2.8 19
Nonmarketable securities, etc.: '
United States savings bonds.._...._._. .1 .1 *)y - (*) *) eeemnn
Treasury savings notes................ -1.2 L1 ™ -.1 S B S
Special issues to Government invest- -
ment accounts._ ... .. ... [ 20 N (SO b7 A ) RO UE] (SRS
Treasury bonds, mvestment series. ... -.5 1.0 .5 -2.0 *) -2.0
Other ................................. -1 —2 |l .1 [ U PR,
'I‘otal uonmarketable, ete. . 1.4 -2 3.6 —-2.0 * —2.0
Total change. ... ... 3.9 -2.2 3.4} 2.7 2.8 -1

*Less than $50 million.
1 Gross public debt and guaranteed obligations of Federal Government held outside of the Treasury,

As discussed in the preceding section on public debt operations,
marketable securities as a whole increased by $2.5 billion during the
year. About 40 percent of the $3.6 billion increase in Treasury bills
during the year was taken by private nonbank investors. The rest
was absorbed by commercial banks and accounted for most of the
increase in commercial bank portfolios during the year. The non-
bank proportion presumably would have been considerably higher
had it not been for the acceleration of corporate income-tax payments
which had the effect of reducing corporate holdings of Treasury bills
and other short-term securities to a greater extent during March and
June 1952 than a year earlier. Private nonbank investors as a whole
reduced their holdings of marketable securities, other than bills, by
“approximately $2% billion during the year as a result of unexchanged
maturities and net sales by long-term investors in the market. The
decline in private nonbank holdings of marketable securities during
. the previous year because of these same factors amounted to approxi-
mately $5 billion. The movement from notes into certificates during
the year in each of the major investor classes largely reflected the re-
funding of maturing short-note issues into certificates. :



84 1952 REPORT OF ‘THE SECRETARY OF THE TREASURY

~ Private nonbank investors, principally corporations, redeemed ap-
proximately $1.1 billion of savings notes (net) during the fiscal year.
The other principal change in the aggregate private nonbank port-
folio in the nonmarketable securities reflected the exchange of $1 -
billion of long-term restricted marketable bonds into Treasury invest-
ment series bonds in June 1952. Government investment accounts
also acquired investment bonds in exchange for marketable bonds at
the same time. Meanwhile, Federal Reserve Banks exchanged $2.0
" billion of their holdings of mvcstmont bonds f01 5-year Tr easury notes
‘during the year:

CORPORATIONS AND CERTAIN OTHER BUSINESS.TYPE ACTIVITIES
OF THE GOVERNMENT

During the fiscal year 1952, the Treasury 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 nearly all cases, the rates of interest
now in effect are based upon the average rate on outstanding market-
_able obligations of the United States. In actual practice the rates of
interest charged the corporations and agencies are stated in terms of
the nearest one-eighth of 1 percént below such average rate when the
average rate is not a multiple of one-eighth of 1'percent. On June-
30, 1952, the computed aver age interest rate on outstanding market-
“able obligations was 2.051 percent, resulting in a rate of 2 percent for
the corporations and agencies involved.

Various legislative chanocs ‘were made dur ing the fiscal year which
affected the b01row1no authonty of Govelnmcnt corpommons and ,
agencies. :

Public Law 96, Eighty-second Congress, applovcd July: 31, 1951,
increased the amount that could be borrowed by certain' Government
agencies authorized to issue obligations for purchase by the Secretary
of the Treasury puxsuant to the Defense Production Act of 1950 (64
Stat. 802). The agencies authorized to; borrow were designated by
the President in Executive Order No. 10161, dated September 9, 1950,
and Executive Order' No. 10281, dated August 28, 1951."

Under the provisions'of Section 304 (b) of thc original Defense’
Production Act, the amount of obligations authorized to be issued

- could not exceed $600 million outstanding at any one time, but by
Public Law 45 (65 Stat. 61) approved June 2, 1951, the amount of
obligations that could be purchased by the Secretary of the Treasury
was increased to $1,600 million. Public Law 96 further increased the
amount that could be borrowed by the agencies from $1,600 million
to $2,100 million.
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Public Law 158, Eighty-second Congress, approved October 3, 1951,
~increased the borrowing authority of the Export-Impert Bank: of
Washington from 2% times the authorized capltal stock of $1 000
million to 3% times the authorized capital stock.

The amount of mortgages that could be insured under the National
Housing Act, as amended (12 U: S: C. 1701-1748g), was increased by .
$1,600 million during the fiscal year 1952 undcr new lconslatlon or
by action of t,he President as follows

- . e -| Increase
Title Acts of Congress in
. - . millions)
Namonal Housing Act, as amended o L
itle II: Public Law 139, 82d "Cong., approved.|  $1,000
Insurance of mortgages on 1 to 4 family Sept. 1, 1951,and letters of the President
dwellings, and multifamily housing proj- | . dated Oct. 16, 1951, Mar. 19, 1952, and
ects, mcludmg cooperative housing. June 24, 1952,
Title VIIL: Act orAug 8, 1949 (63 Stat. 571), and letter 200
Insurance of mortguges for construction of of the P:esndent dated Oct. 16, 1951 .
rental housing for civilian and military
personnel of the armed services and for
personnel at atomic energy plants . R o L o
Title IX Public' Law 139, 82d Cong., approved 400
Insurance of national defénse housing. mort- Sept.1, 1951, and letter of the President c
gages. Housing must be within limits of dated Oct 16 1951. .
housing needs in delense areas designated
by the President.
1, 600

No'n-, —The amount of insured mortgages under Title VIII may be increased by. $300 million. upon
approval of the President. The amount of mortgages that may be insured under Title IX or othet titles,
except Title VI, pursuant to Public Law 139, may beincreased by $100 million, upon approval of the President.

Public Law 139 added Title IX under which mortgages found to
be acceptable risks in view of needs of national defense may be insured. -
This act also provided for increases in mortgage insurance authoriza-
tions by $1,500 million to be used as prescribed by the Prcsulent for
insurance under each title except Title VI. As of June 30, 1952,
insurance authorizations under Title IX plus increases in mortgafre
insurance authorizations under Title II made i in accordance with this
law amounted to $1, 400 million, as shown in the precedmg table.
The unused insurance authorlzatlons of all t1t,les at ‘the end of the
fiscal year amounted to $2, 620 million. ’

The authorized borrowing power of Government corporatlons and
business-type activities, and the total amounts of obligations actually
outstanding, separated as to Treasury holdings and securities held by
others, as of June 30, 1952, are shown in table 65 of this report.

Quarterly statements showing the combined balance sheets of
Government corporations and certain business-type activities -are
‘published regularly in the daily Treasury statement. The amount
and classification of assets, liabilities, and capital of the various
corporations and activities are shown on these balance sheets. The
capital is divided between that owned by the United States Govern-
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ment and that owned by private sources. An analysis of the invest-
ment of the United States is also included. The balance sheets as of
June 30, 1952, are shown in table 70.

Table 69 shows the combined net investment of the Umted States
in Government corporations and certain business-type activities as of
June 30, 1943-52. A statement showing the income, expense, and
changes in unreserved surplus or deficit of the corporations or activities
for the fiscal year 1952 appears in table 71. The source and applica-
tion of funds during the fiscal year 1952 are shown in table 72.

During the fiscal year 1952, Government corporations made repay-
ments to the Treasury of $21,716,000 on holdings of capital stock.
In addition, repayment of $3,000,000 on capital stock was made through
the Department of Agriculture to the Treasury. A statement showing
capital stock repayments appears in table 75.

_ Payments of dividends, interest, and.similar payments depos1ted
into the Treasury by Government corporations and other enter-
prises.in which the Government has a financial interest amounted to
$230,030,556 during the fiscal year 1952. Detailed information on
such payments appears in table 78.

SECURITIES OWNED BY THE UNITED STATES GOVERNMENT

The United States owned securities in the net face amount of
$19,556 million as of June 30, 1952. The sccurities.consisted princi-
pally of capital stock, bonds, and notes of Government corporations

.and business-type activities; securities representing loans made to
farmers, foreign governments, home owners, railroads, and others;
and receipts showing payment of United States subscriptions to the
International Bank for Reconstruction and Development and to the
Internatiorial Monetary Fund. A statement showing the securities
owned as of June 30, 1952, other than foreign government obligations
of World War I and World War II, appears in table 75 with an ex-.
planation of each increase or decrease during the year. Tables 113
and 114 show the principal amount of World War I foreign government
obligations owned by the United States at the close of the fiscal year,
which amounted to $12,660 million.
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International Financial and Monetary Developments
SUMMARY FOR 1952 '

In the 12-month period under review, one of the outstandmg
developments was the extent to which the rises in prices, character-
istic of the preceding year, were arrested in many of the countries in
Europe and in other areas. This greater stability arose in part from
the deliberate policies which governments adopted looking. toward
internal financial stability, and in part from the decline in the prices
“of internationally traded commodities following reduced purchasing
for inventory accumulation and speculation. The easing of the inter-

. national price factor facilitated programs for more effective inter nal
measures for controlling inflation.

The authorities of many countries mco"m?ed that more vigorous
measures were required to restrain the mﬂatlonaly tendencies of their
" economies. While the programs differed from country to country,
the measures adopted were fiscal and monetary, supplemented to
some extent by direct controls or other policies for increasing produc-
tion and stabilizing costs. In the field of fiscal policy, several coun-
tries took significant steps to improve the administration of - tax
systems or to increase revenues by imposition of hew taxes or increases
in rates. Less essential governmental expenditures were also cur-
tailed, or projects of national investment postponed or reduced.to
assist in balancing budgets. Balanced budgets or surpluses were
achieved in various countries, while in others the reduction of budg-
etary deficits permitted less resort to inflationary methods of fin, ancing
public expenditure. . The discount rates of the central banks were
increased in some areas, and these rates in turn were.reﬂected‘in‘
higher rates for commercial and business borrowing. .In other coun-
tries credit rationing and selective qualitative controls on the extension
of new credits by the banks supplemented rate changes or were used
as substitutes therefor. ' -

These measures, along with iner eased, levels of producmon brought
about more stable prices with relatively small increases or decreases
in the average levels. ~This greater stability in turn was reflected in
reduced pressure on the official exchange markets, and in some cases -
resulted in declines in the free market rate for the dollar and for gold.
While greater internal stability appeared in many countries, there
was, however, cons1de1able pressure on their mtematlonal accounts '

- -89
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Balance-of-payments deficits with the dollar area increased in many
instances, and there was a considerable shift in the balance-of-pay-
ments positions of the European countries in their trade with each .
other.

United States balance of payments and goid movements

Total exports of goods and services from the United States amounted
to $21.1 billion in the course of the fiscal year, while total imports -
of goods and services amounted to $15.0 billion. In fiscal 1952,
United States imports and exports were both higher than in the
preceding period. The surplus in the United States balance of pay-
ments of $6.1 billion compared with a surplus of $2.6 billion in the
preceding fiscal year. The surplus was financed in part by United
States grants for defense and economic assistance purposes, loans
from United States agencies, and other forms of governmental pay-
ments to the net amount of $4.6 billion. Foreign countries sold gold

-to the United States or reduced their dollar assets in the course of

the fiscal year by $607 million. The remainder of -the surplus was
financed largely by private capital investments, outflow of short-term
capital, remittances, and dollar dlsbulsements by the International
Bank and the International Monetary Fund. ‘

In the course of the year, foreign governments sold (net) $1.7
billion in gold to the United States. On June 30, 1952, the total
official gold holdings of foreign countries (exclusive of the U. S.'S. R.
and international organizations) were estimated at $10.7 billion com-
pared with $12.4 billion at the close of the preceding year. Short-
term dollar holdings (official and private) of foreign countries in June
1952 were $8.3 billion compared with $7.4 billion at the end of the
preceding fiscal year. The United States gold holdings on June 30,
1952, amounted to $23.5 billion compared with $21.9 billion on June
30, 1951. There was no change in Treasury gold pohcy (See
pages 23 and 220.) '
United States foreign assistance . _ .

In the fiscal year foreign countries utilized $5.0 billion (gross) in
United States assistance compared with $4.8 billion in the preceding -
year. In fiscal 1952 a total of $659 million was in the form of loans
‘or credits and the balance in grants. The Export-Import Bank made
loans amounting to $245 million under its usual conditions, and dis-
bursed loans of $373 million under the provisions of the Mutual °
Security Act of 1951 (22 U..S. C. 1651), and amendatory leglslamon
The United States grant assistance to foreign countries was given
principally unider the terms of the Mutual Security Act of 1951, which
provided for direct military assistance as well as raw mat_erials and

_supplies necessary to enable the participating countries “to carry
forward their programs of rearmament. A program of technical
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assistance for foreign countries was expanded in the course of the
year, but the total of economic and technical assistance grants utilized
declined slightly- to $2.2 billion compared with $2.5 billion .in fiscal
1951. Military aid, however, rose from $1.2 billion in the preceding
year to $1.9 bllhon Total grants utilized ($4.3 billion) included
.minor amounts for special programs previously authorized by the
Congress. As in the preceding years, the principal recipients of
United States extraordinary assistance were the countries of Europe.
In fiscal 1952, 73 percent of the total grants and credits went to
European countries for military and economic aid. Technical assist-
ance activities and the loans of the Export-Import Bank were rela-
tively more important in the undcldevelopcd countries in Latin.
America, Asia, and Africa. :

In the course of the year, the United States Government received
payments of $334 million in principal on credits and loans previously
given to foreign governments. The Government of the United King-
dom, in accordance with the terms of the Anglo-American Financial
Agreement, paid to the Treasury the first installment of principal
(344 million) on its loan and $75 million in interest; the Export-
Import Bank received payments of principal of $169 million; and the
balance represented -payments on credits for surplus property, lend-

. lease, and minor credit arrangements prmc1pally derived from the
war period.
The International Monetary Fund and the International Bank for Reconstruction
and Development

The National Advisory Council, in accordance with the Bretton
Woods Agreements Act, continued its function of coordinating the
activities of the United States representatives on these international
bodies with those of the financial agencies of the United States Gov-
ernment. The Council submitted two semiannual reports and a spe-
cial biennial report to the President and to the Congress. (See
exhibits 26, 28, and 27.)

There were relatlvely few changes in Fund par values and oﬂicml
exchange rates in the course of the year. There was, however, in- .
creased resort to retention quotas and other multiple currency devices
in Europe and some Far Eastern countries as ways of dealing with
balance-of-payments problems. Several countries continued to oper-
ate exchange systems without agreed Fund par values.

In March 1952 the Fund, as required by the Articles of Agreement,
began consultations with the members retaining exchange restrictions
under the transitional provisions of the Agreement, as announced in
the Fund’s Third Annual Repors on Exchange Restrictions. The con-
sultations with the member countries have included review of. the
existing restrictions. on current exchange transactions by the Fund’s
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staff with representatives of the member country. These reviews
form the basis of decisions subsequently taken by the executive board.
Under present circumstances, with the difficulties arising from re-
armament and the dislocations of trade and balances of payments of
the.last 2 years superposed upon the practices of preceding periods,
it is evident that the relaxation of exchange restrictions will be some-
what slower than originally had been anticipated.. The Fund con-
sultations, however, have provided an important occasion for dis-
-cussion and for the exertion of the Fund’s influence in the direction of
simplification and relaxation of discriminatory barriers to trade and
payments. o
In the period under review, the Fund’s sales of currencies to members
amounbed to $47.1 million, and in this period members repurchased
$37.8 million of their currencies from the Fund. The Fund has given
continual attention in the course of the year to policies and procedures
regarding the use of its resources by members. These resources were
constituted to assist members in meeting short-term deficits in their-
current balances of payments. To maintain the revolving character
“of the Fund, it is essential that the Fund’s resources be used for rela-
tively short periods.of, say; 3 to 5 years, and that members repurchase
their currencies as soon as they are.able so to do. Two significant
steps were taken by the Fund in relation to the use of its resources.
A new schedule of charges on the Fund’s holdings of member curren-
cies in excess of quota was adopted in the latter part of 1951. The
‘effect of this changeé is to reduce the cost for members using the Fund’s
resources for relatively short periods, while increasing them relatively
for longer periods. The new schedule of charges, put into effect for
" an experimental period of a year, will, it is expected, discourage use
of the Fund for longer periods, while at the same time advance the
period after which consultation with the Fund about repurchase be-
comes obligatory -under the articles. In February 1952 the Fund
reached a decision which more clearly set forth the policies regarding
the use of its resources. ‘These changes were summarized in the re-
ports of the National Advisory Council (exhibits 26 and 28).

In the course of the fiscal year the International Bank made 19
loans in 16 countries, aggregating $289.6 million. These loans were
principally for economic development of countries in Latin America,
Asia, and Africa.” The rate of disbursement on previous loan commit-
‘ments increased in the course of the year, so that total disbursements
on loans amounted to $184.8 million compared with $77.6 million in
the preceding year. At the end of the year the Bank’s total loan com-
mitments reached $1.4 billion. The Bank finances its loans through
the use of its members’ subscriptions and the sale of securities. The
entire United States subscription has been loaned, and the National
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Advisory Council has authorized the Bank to relend the amounts thus
far received in repayment of loans originally made from -the United:
States subscription. In the course of the year the Bank floated two
bond issues in the United States totaling $150- million in plincip'al
another in Canada amounting to Canadian $15 nnlhon and one in
Sw1t7crland equivalent to $11.6 million.

North Atlantic Treaty Council conferences

In view of the importance of economic and’ ﬁnanmal matters in Lhc
operations of the North-Atlantic Treaty Organization, the Finance
Ministers of the membei: countries were included in the country dele-
" gations to the North Atlantic Council conferences.. Secretary Snyder
was a member of the United States delegations to the. North Atlantic
“Council conferences which were held in Ottawa in September 1951, in.
Rome in November 1951, and in Lisbon in February 1952.

At the Ottawa conference the Council considered reports submitted
by the military and civilian agencies of the treaty organization, in-
cluding a report of the Financial and Economic Board analyzing the
financial and economic impact of the NATO defense effort. . In this
connection, a Temporary Committee of the Council was established
to survey the requirements of external military security and.the
realistic political-economic capabilities of member countries with a
view to reconciling the two so as to achieve the most effective use of
the resources of the member countries. . At the Rome conference the
Temporary Council Committee stated that its final report would:be
presented early in December. Also,. various military committees
made their reports, statements were made regarding the status of
negotiations for the establishment of an European Defense Com-.
munity, and a resolution was adopted requesting the NAT agencies.
to give attention to the problems of correlating the obligations and
relationships of the European Defense Communltv with ‘those of
NATO. : :

At the Lisbon conference, the Council approved force tartrets for
1952, 1953, and 1954, reached an agreement for providing facilities
for these forces, laid the basis for including German forces: in the
defense of Western Europe through the EDC, largely cleared the way
for restoring to Western Germany a substantial measure of sovereign

equality and respensibility in the European community through con-
tractual agreements terminating the occupation, and simplified and
strengthened the NATO for the task of implementing the defense
buildup. A specific agreement was reached with France to help that
country carry on its military effort in Indochina, and at the same
timie build up its Buropean.forces. Throughout the conference the
Secretary of the Treasury emphasized that primary responsibility for
the economic adjustments required for an adequate European defense
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effort must remain with the European countries, and that the extent
of United States assistance in the future will - be determined by the
Congress, taking into account developments in the American economy.

" Foreign Assets Control
~ The Division of Foreign Assets Control administers the Foreign
Assets Control Regulations, which were issued on December 17, 1950,
by the Secretary of the Treasury. These regulations prohibit all
unlicensed financial and trade transactions in which there is, or has
been since December 17, 1950, a Communist Chinese or North
Korean interest The regulations also block all property in the
United States in which there is a Communist Chinese or North
Korean interest. The principal objective of the Foreign Assets
Control is to deprive Communist China and North Korea of for‘eign,
e‘fchange which could be used to carry on Communist aggressmn
in Korea. :

The Control includes an Enforcement Section, a Llcensmg Section,.
a Census Section, and a Legal Section. As'of June 30, 1952, ﬁnal
action had been talxen on 11,531 applications for hcenses Whlch had
been filed with the Control.

" One of the prmmpal aspects of the Control, aimed at reducing
foreign exchange earnings by Communist China and North Korea,
has been the prohibition of the unlicensed importation into the United
States of merchandise of Chinese or North Korean origin. This bar
to importations applies to such goods whether offered for importation
directly from China or North Korea, or from third countries, such as
Hong Kong. Goods of a type traditionally imported from China
have been subjected to these controls to prevent shipments to this
country of Chinese goods falsely described as of non-Chinese origin.

In Septembel 1951 the Control learned that letters and cables were
arriving in- the United States from Hong Kong demanding payment
from Chinese in the United States of sums of money ranging from
$200 to $10,000. These letters and cables were in most cases written
by persons in Hong Kong, apparently upon the request of Chinese
in China. The Chinese Communist authorities threatened to torture
or incarcerate the Chinese nationals if the money were not paid.
The Control enlisted the cooperation of Chinese communities in the
United States and succeeded in halting the flow of extortion remit-
tances which had begun after the letters and cables were first received.
The investigation of this situation eventually resulted in four indict-
ments of firms in San Francisco and one in New York..
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During the year the Control received reports that accounts in the
United States of foreign banks were being utilized from time to time
for dollar transactions in which there was a prohibited Chinese
interest. It was decided therefore that as a matter of policy the
accounts in the United States of such banks would be blocked to the
‘extent of the transactions which. the Treasury concluded, from the
evidence in its possession, represented the dollar cover of the transac-
tidns. This action proved to be a serious impediment to Western -
European firms which were attempting to use the facilities of these .
banks to effect dollar transactions intended to further undcsn'able
trade with Communist China.
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- 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 for-
mation and chartering of new national banking associations, the
examination twice yearly of all national banks, the establishment of
branch banks, the consolidation of banks, the conversion of State
banks into national banks, recapitalization programs, and the issuance
of Federal Reserve notes.

Changes in the condition of active national banks

The total assets of the 4,932 active national banks in the Umted
States and possessions on June 30, 1952, amounted to $101,542
million, as compared with the total assets of 4,953 banks amounting to
$94,659 million on June 30, 1951, an increase of $6,883 million during
the year. The deposits of the banks in 1952 totaled $92,990 million,
which was $6,153 million moré than in 1951. The loans in 1952 were
$33,170 mﬂhon an all time high, exceeding the 1951 figure by $2,586
million. Securities held totaled $43,086 million, an increase of $2,450
million during the year. Capital funds of 6, 896 million were $376
million more than in the preceding year.

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

Abstract of reports of condition of active national banks on the dales of each report
. from June 30, 19561, to June 30, 1962

. {In thousands of dollars]

June 30, 1951|Oct. 10, 1951| Dec. 31, 1951|Mar. 31, 1952|{June 30, 1952
(4,953 banks)| (4,947 banks)| (4,046 banks){ (4,933 banks) (4,932bapks)

ASSETS

Loans and discounts, mcludmg overdrafts.| 30, 584; 236 | 31,361,151 | 32,423,777 | 32,352,742 | 33,170, 408
U.8. Governmentsecurmes direct obliga-

| 200 1 U RPN 33,051,114 | 33,847,660 | 35,146,087 | 33,948,307 | 34,678,113

Obllgatlons guaranteed by U. 8. Govern- . :
Nt e aeos 2, 660 8,808 9, 656 9,670 16, 427

Obhgatnons of States and political sub-

divisions_ . ... ... 4,968,271 | 5,168,196 | 5,333,230 | 5,607,202 5,810, 343
Other bonds, notes, ahd debentures....._.| 2,434,656 | 2,380,837 | 2,373,149 | 2,284,860 2,393, 571
Corporate stoc‘ks, including stocks of |

Federal Reserve Banks..____ —- 178,597 179,671 |. 180,895 185, 284 187, 240

Total loaris and securities............. 71,219,684 | 72,946,418 | 75,467,894 | 74,388,065 | 76,256,102

Cash, balances with other banks, including
reserve balances, and cash items in proc-

ess of collection. ... ... . .. ____._.... 22,253,141 | 23,420,448 | 26,012,158 | 23,317,178 | 23,991, 529
Bank premises owned, turniture and -

BREUIeS . oo oo occm e 661, 211 678, 864 -683, 826 700, 962 717,394
Real estate owned other than bank prem-

D] PR RO RR R P 15,348 16, 405 16, 796 19, 579 19,986
Investments and other assets indirectly .
representing bank premises or other real

61,958 64,328 64, 642 59, 383 | 58,036

Customers’ liability on acceptances.__ 122, 207 122, 297 172,708 186,823 141, 522
Income accrued but not yet collected 163,111 ‘148, 419 172,489 |~ 171,331 196, 424
Qther assets . 162, 251 132, 142 148, 547 171, 646 160, 571
T0ta) ASSetS. e eeeemmcemmeemeenmmnn 04, 658, 761 | 97, 529, 316 (102, 738, 560 | 99, 014, 967 | 101, 541, 564

b More detailed information concerning the Bureau of the Comptroller.of the Currency is contamed in
the annual report of the Comptroller. 99
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Abstract of reports of condition of active national banks on the dates of each report
from June 30, 1961, to June 30, 19562—Continued

{In thousands of dollars]

June 30, 1951| Oct. 10, 1951{Dec. 31, 1951| Mar. 31, 1952'1 une 30,1952
(4,953 banks)|(4,947 banks) [(4,946 banks) (4,933 banks), (4,932 banks)

LIABILITIES

Demand deposits of individuals, partner- .

ships, and corporations.__.__._.....__.... 48,785, 259 | 51, 578,292 | 54,855,841 | 50,606,189 | 52,234, 586
Time deposits of individuals, partnerships,

and corporations. .. ... .o.._._.o....._. 19,212,936 | 19, 571,450 | 19,825,659 | 20,162,908 { 20,720,190
Deposnts of U. 8. Government and postal

SAVINES. o oo iiie i e 3,916,515 | 2,738,544 | 2,243,626 | 3,690,330 3, 681,910
Deposits of States and political subdivi- ’ :

3152 1 S .| 6,040,298 | -5,413,462 | 5,924,592 | 6,059,489 6, 231, 989
Deposits of banks .| 7,026,529 | 8,859,019 | 9,789,974 | 8,471,774 8, 587, 3056
Other deposits (certified and cashiers’

cheeks, ete.) oo oo 1,255,277 | 1,115,190 | 1,791,869 | 1,326,451 1,533, 710
Total Aeposits. .. ooeooo limeaaaa. 86,836,814 | 89,275,957 | 94,431, 561 | 90,317,141 | 92, 989, 690

66,254,189 68, 292,877 | 78,156,288 | 68,634,360 | 70,748,199

Demand deposits
20,682,625 | 20,983,680 | 21,275,273 | 21,682,791 | 22,247,491

Time deposits. ..

Bills payable, rediscounts, and other

liabilities for borrowed money.._.____._. 32,890 148, 910 15, 484 247,937 42,046
Mortgages or other liens on bank pr emlses . s

and other real estate_.....__...___...___- 335 1 321 366 : 236 230
Acceptances outstanding........... 137,765 133, 467 187,650 | . 198,021 147,053
Income collected but not yet earned 168,112 180, 351 180, 894 186, 664 219, 212.
Expenses accrued and unpaid.._._. 308, 512 393,871 375,326 381, 650 359, 499.
Other liabilities. ... ... 654, 307 739, 501 877,161 892,116 - 887,771

Total liahilities. ... .. ..o 88,138,735 | 90,872,378 | 96,068, 442 | 92,223,765 | 94, 645, 501

CAVITATL ACCOUNTS.

Capital St0CK. .o ool 2,067,155 | 2,082,617 | 2,105 345 | 2,180,751 2,203, 266
Surplus.__._..._ 2,994,486 | 3,017,550 | 3,083,495 | 3,123,756 3,175,879
Undivided profits S| 1,193,499 | 1,286,764 | 1,212,538 | 1,226,047 1,252,744
Reserves and retirement account for ple
ferred stock. ... ... 204, 886 270,007 268, 740 260, 648 264,174

Total capital accounts___._.._...____ 6, 520,026 | 6,656,938 | 6,670,118 | 6,791,202 6, 896, 063
Total liabilities and capital accounts.| 94, 658, 761 | 97, 529, 316 {102, 738, 560 | 99, 014, 967 | 101, 541, 564

Summary of changes in number and capital stock of national banks

The authorized capital stock of the 4,934 national banks in existence
- on June 30, 1952 (including 1 bank in process of going into voluntary
hqulda‘mon and 1 bank in process of merging or consolidating with a
State bank under the provisions of the act of August 17, 1950 (64
Stat. 455)), consisted of common stock aggregating $2,197 million,
an increase during the year of $143 million; and preferred stock
aggregating $7 m11110n a decrease during the year of $6 million. The
total net increase of capltal stock was $137 million. During the year
charters were issued to 15 national banks having an aggregate of $2
million of common stock. There was & net decrease of 20 in the
number of national banks in the system by reason of voluntary
liquidations, statutory consolidations, and conversions to and mergers
or consolidations with State banks under the provisions of the act of
August 17, 1950.
More detailed information regarding the changes in the number and
capital stock of national banks in the fiscal year 1952 is given in the
following table.

°
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Organizations, capital stock changes, and Lguidations of national banks,
fiscal year 1952

Capital stock
Number
of banks -
Common Preferred
b . L
Charters in force June 30, 1951, and authorized capital stock t._... 4,054 | $2,054, 866, 502 | 312,452,315
Increases: : . :
Charters issued . . i iiaaaeaaae R 15 2,322,000 |-cooiuaaaaen
Capital stock: .
193 cases by statutory sale_ ... _____ .. fioaoo... 54, 356, 733
272 cases by statutory stock dividend . ..____.____. SO SR, 91,218,450 |.
26 cases by stock dividend under articles of association. . j-.._....__ 1,760, 560 |.
14 cases by statutory consolidation... . .. . _]ocoo.._ 5, 650, 000
Potal MCTCASES - oe e emmmee e cvaa oo e e eeeamean 15 155,307,743 |ocoeeeaon
Decreases: . . i
Voluntary liquidations. - 18 8, 050, 000 25,000
Statutory consolidations. A P B
Conversions into State banks. R 4 1,110,000 |+ .o _.____
Merged or consolidated with State banks. ......... . ... 6 1,062, 870 64, 630
Capital stock: . .
3 cases by statutory reduction. ... ...l 1,802,400 |....._......
3 cases by statutory consolidatior - 650,000 (.._......._.
48 cases by retiremuent G UIPRSUN PR PO 5, 849, 855
Total decreases. - oo o iceociaaan P 35 12, 675,270 5, 939, 485
Neb change. ..o -20 142,632,473 | —5; 939,485
Cl_]artc_rs in force June 30, 1952, and authorized capital stock 1. ... 4,934 | 2,197,498,975 6, 512, 830

1 These figures differ from those shown in the preceding table. June 30, 1951, figures include 1 bank in
process of merging or consolidating with a State bank under provisions of the act of Aug. 17,1950. June 30,
1952, figures include 1 bank-in process of going into voluntary liquidation and 1 bank in process of merging
or consolidating with a State bank under provisions of the act of Aug. 17, 1950,

‘Bureau of Customs

The principal functions of the Bureau of Customs are to assess and
collect duties and taxes on imported merchandise and baggage; prevent
smuggling, undervaluations, and frauds on the customs revenue;
apprehend violators of the customs and navigation laws; enter and
clear vessels and aircraft; issue documents and signal letters to vessels
of the United States; admeasure vessels; collect tonnage taxes on
vessels engaged in foreign commerce; supervise the discharge of

imported cargoes; inspect international traffic; control the customs

“warehousing of imports; determine and certify for payment the amount
of drawback due upon the exportation of articles produced from
duty-paid or tax-paid imports; enforce the antidumping and export
control acts; regulate the movement of merchandise into and out of
foreign trade zones; and enforce the laws and regulations of other
Government agencies affecting imports and exports.

Collections by Customs Service )

The total revenue collected by customs in the fiscal year 1952 was -

$748 million, as compared with $809 million in 1951, a decrease of
slightly under ‘8 percent. The totals include items collected for
" other governmental agencies such as internal revenue taxes for the
]SB'urqau of Internal Revenue and head taxes for the Immigration
ervice. : ,

Customs collections amounted to $555 million in 1952, a decrease of -

12 percent from the previous year’s total of $630 million when col-
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Jections were the highest ever recorded in customs history. They
consisted of collections of duties, tonnage taxes, and fines and penalties
for violation of the customs and navigation laws, etc.

Of these customs collections, all but $5 million was derived from
duties - (including import ta\ies) levied on imported merchandise.
The source of these collections by type of entry is shown in table 8
and by tariff schedule in table 86. Since the latter table is restricted
to commercial importations, the totals shown are. somewhat smaller
than the duties collected on all kinds of dutiable merchandise.

In 1952 more than one-half of all imports into the United States
was duty-free and included some commodities authorized by special
acts of Congress for free entry -although dutiable under the Tariff
Act of 1930 (19 U. S. C. 1001) or taxable under the Internal Revenue
Code, such as copper, bauxite, zinc, lead, etc. The 43 percent which
was dutiable constituted the basis of customs duties on imports.

Customs duties, after reaching a peak of $57 million in March 1951
--and declining steadlly from that month to the end of fiscal year 1951,
fluctuated rather widely during the first six months of the fiscal year
1952, exceeding the $50 million mark twice during this period. During
the last 6 months of fiscal 1952, however, collections remained almost
stationary, ranging only a little above or a little below $44 million
during each of the months from January to June.

Collections by customs districts.—Despite the over-all decline in
customs collections, 18 individual districts showed larger collections
in 1952 than dumng the previous year. Only three of these, however,
New  Orleans, Galveston, and Buffalo, were among the districts
having more than $10 million of customs collections. The remainder
of the districts which showed larger collections than in 1951 were those
in which customs receipts were comparatively small. Tennessee with
a 210 percent increase, El Paso with 111 percent, and Kentucky with -
93 percent showed the largest relative increases among this group.
Collections in the New York district, which amounted to $222 million
or 40 percent of the total customs collectlons were 20 percent less than
in the previous year. Massachusetts with more than $66 million and
Philadelphia with more than $45 million showed dccrcases of 17 and
1 percent, respectively, from the fiscal year 1951.

Collections by commodities—Almost all of the chief classes of com-
modities showed the same slight recessive trend in value and duty
yield as that exhibited by the total dutiable imports. The earths,
earthenware, and glassware schedule was the only group which showed
an increase both in value and in duty yield. - The group of free-list
‘commodities taxable under the Revenue Act of 1932 and subsequent
acts, consisting mostly of petroleum products in 1952, yielded larger
revenues than dunng the preceding year but showed a smaller dutiable
value. Goods included in the three schedules, sugar, tobacco, and
flax, hemp, jute, and manufactures thereof, were slightly greater in
* value than in 1951 but yielded less revenue in 'duties. Imports dutiable
under the metals schedule constituted the largest single source of -
revenue in 1952 and exceeded the collections on wool and wool manu-
factures for the first time since the beginning of World War II. Goods
- dutiable under the agricultural schedule contmued as the third most
1mportant source of customs revenue.
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The four individual commodities—unmanufactured wool, sugar,
distilled liquors, and- tobacco—which are the chief sources of customs
revenue, were in each case imported in smaller quantities ‘oha,n in 1951
and yielded correspondingly smaller revenues.

Table 86 shows the value of dutiable and taxable imports for con-
sumption and the duties collected thereon for the fiscal years 1951
and 1952. Tables 88 and 89 show the value of imports for consump-
tion and the duties collected thereon for the calendar years 1942 to
1951 and monthly from January 1951 to June 1952.

The trends in value and duty yield for goods dutlable at specific
rates, at ad valorem rates, and at compound rates are shown in
table 87. ,

Collections by countries of origin.—The lower value and the smaller
duty yield noted.in the case of commodity groups was also exhibited
for most of the leading countries sending imports to the United States.
Canada, from which imports for the past several years were the largest
source of customs revenue, was replaced in 1952 by the United
Kingdom, although collections on imports from both countries were
' conmderably smaller than in the- previous year. Cuba, Japan, Switzer-
land, and Australia in the order named followed the two leading
countries as sources of customs revenue. Despite a decrease in the
value of dutiable imports from Mexico, there was an increase in duties
from Mexican productsin the fiscal year 1952, the first full year after the
termination of the trade agreement with Mexico .on J anuary 1, 1951,
and of the restoration of the higher rates prescribed by the tariff act
on many commodities.

Thehigherrates of dutyin eﬁect after thefilling of the quota on petro-
leum resiilted in an.increased duty yield on imports from Venezuela,
Colombia, and the Arabia Peninsula States. Australia, New Zealand,
and the Union of South Africa, the three countries from which much of
our imported wool is received, paid increased duties on imports; while
the duty yield on imports from Argentina and Uruguay, the chief -
exporters of South American wools, was considerably smaller than in
1951.

Table 90 shows the value of imports for consumptlon and the dutles
collected thereon by the prmmpal countrles for the fiscal years 1951
and 1952. .

Extent of operations

Movement of persons.—More persons crossed the land borders of the
United States or entered this country by sea or air in 1952 than at any
time in previous customs history, continuing the upward trend which
has followed World War IL. The total number of persons entering the
country by all methods of travel was in excess of 105 million, an in- .
creaseover 1951 of 13 millionpersons. Almost two-thirds of those enter-
ing the country crossed the borders in automobiles and busses and more
than a million arrived by air, both groups setting a new record for the
use of these methods of transportation. Despite the extensive use
made of motor vehicles and airplanes, the number of passengers
arriving by vessels and by passenger trains also showed substantial
increases.

The use of airplanes in international travel again set a new record.
For the second time in airplane history, the number of passengers
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arriving from abroad exceeded the million mark, and for the third suc-
cessive year the number of passengers arriving at the New York City
international airports exceeded those arriving at the Miami airports.

Table 92 shows the various types of vehicles and their passengers
arriving in the United States during the past two fiscal years, and
table 93 the number of airplanes and their passengers arriving in each
of the customs districts in which this type of travel was important.

Entries of merchandise.—The volume of entries handled by customs
officers confinued at a high level in 1952, as shown in table 91. The
decline in commercial importations, which was reflected in the smaller
customs collections, appears in the case of consumption entries and
warehouse and rewarehouse entries, while the number of warehouse
withdrawals was greater than during the previous year. The increase
in tourist travel was reflected by the increased volume of baggage and -
" informal entries, and the number of mail entries also exceeded that of
the previous year.

Drawback transactions.—Drawback, usually amounting to 99 per-
cent of the customs duties paid at the time the goods were entered, is
allowed on the exportation of merchandise manufactured from im-
ported materials and for certain other specified export transactions.
The total drawback allowed in 1952 was only $5,924 thousand as com-
pared with $7,035 thousand in 1951, a decrease of 16 percent. Approx-
mmately 96 percent of the dr awback allowed in 1952 was due to the ex-
port of products manufactured from imported raw materials. The
principal raw materials used in the manufactured exports in 1952 were
aluminum, tobacco, sugar, petroleum, synthetic. textile fibers, wool,
and lead.

Tablés 94 and 95 show the drawback transactions for the fiscal years
1951 and 1952.

Appraisement of mer chandzse —In 1952, 628 thousand packages
were examined at appraisers’ stores and 1 409 thousand invoices were
received, as compared with 689 7 thousand packages and 1,489 " thou-
sand invoices in 1951. This slight decrease in volume was more than
offset by a marked increase in the number and complexity of appraise-
ment problems, the result in part of rapid fluctuations in world market
prices. Imports from Japan were received in greater volume than in
any year since before World War II and the problems normally en-
countered with respect to such importations were further complicated
. by the floor price system established by the Japanese authorities.
New classification and value problems arose as a result of the suspen- -
“sion of trade agreement rates on merchandise originating in “Iron
Curtain” countries. These developments are graphically illustrated
by the fact that appraising officers found it necessary to. request
1,093 foreign and local inquiries as to value or classification, as com-
pared,thh only 503 in 1951. The number of invoices on hand more
than 90 days increased from 74 thousand on June 30, 1951, to 100
thousand on June 30, 1952.

Customs Informatwn Frzchange.—The Customs Information Ex-
change received a total of 54 thousand reports of appraising officers as
to value and classification in 1952, approximately the same number as
in 1951. - The processing of these reports revealed 6,496 differences in

r Revised.
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value and 4,299, differences in classification, a substantml increase over
the number in 1951, resulting largely from the new types of merchan-
dise being 1mp01ted and the rapid price changes. Most of the differ-
ences were resolved between the appraising officers  concerned, as
evidenced by the fact that only 13 differences in value and 30 differ- -
ences in classification were reported to the headqualters office 1n
‘Washington.

The Customs Information Exchange also received and d1str1buted
684 reports of foreign or local value inquiries and issued 663 notices
that no differences of opinion existed between appraising officers as to
the conclusions derived from such reports. There were only 13 cases
in which such differences of opinion were found to exist, and the
balance had not yet been determined.

Customs laboratories.—The eleven customs laboratories located at
the principal ports are staffed by chemists and other specialists who
have been trained in customs laboratory procedures and practices and
who have become expert in the analysis of samples of merchandise
imported into the United States. Some of the chemists have specialized
in the micro-analytical, spectrographic, metallurgic, textile analysis,
and other fields of analytical chemistry. The functions of customs
laboratories include the chemical analysis and certain other tests of
samples of dutiable imported merchandise in order to develop and
report facts upon which tariff classification and rates of duty are based.
Such analyses and tests -are also used to establish admissibility or
inadmissibility into the United States of certain narcotic drugs; to
establish rates.of drawback on articles to be exported; and to p10v1d<,
assistance to Treasury enforcement officers in their actlvmos

_ The laboratories analyzed more than 94 thousand samples during
the year, only 4 thousand less than in 1951, of which more .than half
cons1sb<,d of orés and metals, sugar, and woo] Most of the samples
analyzed were “import” samples.v Among the other . categoriss of
samples analyzed during the year were 3,033 taken from various
customs seizures, mostly narcotic drugs and other prohibited articles;
212 from merchandise to be expor ted from the United States upon
which claims for drawback are compared or verified; 586 from pre-
shipment merchandise, that is, new types of muchandlse, analyzed in
the customs laboratory to assist importers or foreign shippers to
estimate the rate of duty and tariff classification of new goods intended
for'shipment to the United States; and 5,868 tested on behalf of other
United States Government agencies of which 5,552 were samples of
critical and strategical materials representing Government purchases
for stockpile purposes to determine if the materials purchased met the
contract specifications therefor.

During the fiscal year 1952, chief chcmlsts provided the required
statistical quality control on sample weighing operations by making
complicated analyses of the cargo sample weighing data to assure that
the limits of accuracy and precision established by the Bureau were not
exceeded. There were 1,156 such weighing operations, consisting of
663 cargoes of raw sugar, 105 of refined sugar, 12 of wool, 154 of rayon,
146 of cigarette tobacco 44 of burlap, and 32 of tannin extract. Pilot
plant operations dunncr the year proved the feasibility of extending
this method to the last two types of cargo. ,
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Protests and appeals.—There was a considerable increase in 1952 in
the number of protests filed by importers against the rate and amount
of duty assessed and other actions by the collectors, a reversal of the
trend of the previous year. Appeals for reappraisement filed by im-
porters who did not agree with the appraisers as to the value of the
merchandise continued the previous year’s trend with a further decline.
The following table shows the number of protests and appeals filed
and acted upon in the fiscal years 1951 and 1952,

L Percentage
) increase, or
Protests and appeals 1951 1952 deoreaso
(=)
Protests: - .
Filed with collectors by importers . 12, 268 18, 534 59.2
Allowed by eollectors. ... . o ooooio iioiooC . 596 1,060 L7179
. Denied by collectors and forwarded to custo: ..} . 10,989 14, 259 20.8
Appeals for reappraisement filed with collectors................_.... 15, 644 14,129 —9.7

Marine documentation activities.—United States vessels engaged in
trade with foreign countries are required to have a maritime document
which is valid until surrendered. Vessels engaged in coastwise trade or
fishing are licensed and such licenses must be renewed each year.
In addition, the mortgaging or change of ownership of vessels requires
the certification and issuance of various documents by customs officers.

The decrease in the number of abstracts of title and certificates of
ownership issued in 1952 as compared with 1951 is attributed in part to
the decline in the number of vessels sold after the termination, on
January 15, 1951, of the program for disposal of surplus war-built
vessels administered by the Marltlme Administration of the Depart-
ment of Commerce.

The following table shows the volume of marine documentation
activities for ‘pho fiscal years 1951 and 1952.

Percentage

Activity 1951 1952 indcégfesfs'g r

Number of doctments iSSUed -« .e oo aeooceoaa i 13,417 13, 756 2.5
Number of licenses renewed . _ .. ..o oiilliii el 24, 541 24,835 R 1.2
Number of mortgages, bills of sale, and abstracts of title recorded.__ . 10, 430 10,134 —2.8
Number of abstracts of title issued . 2,417 2,063 —14.6
Number of certificates of ownership issued.. 812 686 -15.5
Number of navigation fines imposed.. 2, 521 2,847 12.9

Other marine activities.—At the request of the Department of De-
fense, the navigation laws were waived under the act of December 27,
1950 (64 Stat. 1120), to permit the operation of vessels lequ151t10ned
by the United States for purposes of emergency evacuation. Perma-
nent arrangements were worked out to furnish the Mutual Security
Agency with immediate data on the export of coal in order that the
agency could determine allocation to various European countries.

Regulations governing the use of foreign fishing vessels in waters of
the United States were revised to give effect to the North Pacific
Halibut Convention between the United States and Canada and to
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implement legislation protecting American fishing vessels from foreign
competition.

Enforcement of the navigation laws was high lighted by 2 decision
drawing a clear distinction between the use of shippers’ export declara-
tions for purposes of export control and the presentation of those’
papers as a part of the outward foreign manifest in connectlon with
the clearance of vessels under navigation laws.

Admeasurement activities were marked by several significant
developments. The work of translating foreign admeasurement laws
and regulations was commenced and will continue during the next
fiscal year. The translations are needed to determine what foreign
admeasurement systems are substantially similar to the United
States rules so as to warrant the acceptance of the tonnage figures
expressed in the marine documents of vessels measured under those
systems as authorized by law. As they become. available, they will
also be used as sources of information for future studies looking to the
development of an acceptable tonnage admeasurement system.

Following the policy of decentralization, collectors of customs were
delegated authority to pass upon the ehglblhty of certain spaces on
vessels for exemption or deduction from tonnage, a function formerly
exercised by the headquarters office in Washington. Regulatory
requirements covering the marking and certification of crew and
navigation spaces were revised in the interest of uniformity and
" practicability.

As in previous years, special acts authorized the use of Canadian
vessels for a limited period in certain portions of the coastwise trade in
 Alaska and in the transportation of iron ore between United States
ports on the Great Lakes.

Many changes in the status of vessels were noted dmmg the year;
largely rcsultlng from changes in the components of the laid-up fleet
of the United States under the control of the Department of Com-
merce acting through its Maritime Administration. -During the year
that agency continued to remove vessels from the laid-up fleet for use
in connection with the various programs of aid to countries abroad and
in connection with the military program in Korea. At the same time
other vessels were being returned to the reserve fleet upon completion
- of the service to which they had been assigned. A large program of
building small vessels also resulted in the addition of & number of such
vessels. to the fleet, including fishing vessels and new shrimp trawlers.
During the year the new passenger vessel United States was first
documented as a vessel of the United States and her tonnage added to
the total of the tonnage of the United States merchant marine.

Of the 41,075 vessels documented as vessels of the United States on
- January 1, 1952 1,822 were owned by the United States as represented

by the Maritime Administration. The estimated figures for June 30,
1952, showed a total of 41,503 vessels of 30,599,017 gross tons, an
increase of 428 vessels and 45 881 tons during t,he six months’ period.
In the month of June 1952 alone there was an increase of 191 vessels
and 90,837 tons over the previous month.

The followmg tabulation shows the status of the merchant fleet of
the United States as of January 1, 1951, and January 1,1952, classified
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according to vessels engaged in forcwn trade, vessels by major 1'1gs .and
vessels by the ﬁve ma]or services.

) . 1951 1952
Vessels - - -
Number | QGross tons | Number | Gross tons -
Total documented vessels (including yachts)._._.._... . 40,474 30,481,513 | 41,075 30, 553, 138
Vessels engaged in foreign trade. .o ieiaeen 5777 18, 885, 924 6, 280 19, 289, 052
Vessels by major rigs:
R PRI © 4,551 25, 390, 038 4,432 25, 356, 002
.Motor.. - - 24,878 2, 033,477 25, 757 2, 103, 461
B | D DU - 28 | - 71,306 |. 249 : 66, 150
Unrigged. N 7,048 2,845, 880 6, 951 2, 890, 726

Vessels by 5 maj

Freight. . 10,177 22, 507, 598 9,904 | | 22,556, 448
Fishing. . 13,816 482,473 14, 211 - 498,618
Passenger 4,078 821, 487 4, 300 828, 034

anker 1,734 5,354, 189 1,784 5,451, 223

Towing. ...... e memen e e emmmmmcacaoaaas 4,177 500,712 4,302 504, 476

Anridumping.—During 1952, accelerated activity continued under
the Antidumping Act, 1921 (42 Stat. 11) and the countervailing duty
statute (Section 303, Tariff Act of 1930) owing to the competitive
factors resulting from increased trade.

_ Classification, valuation, and marking of imported merchandise.—In
view of the continued hlgh volume of importations, many new prob-
lems arose with respect to the tariff classification, valuation, and
marking of imported merchandise with the country 'of origin. 'Con:
siderable activity occurred in the program established in 1951 to fix
promptly and on a firm basis rates of duty on which importers can
rely in the importation of their merchandise. Requirements for the
marking of imported merchandise were published in greater detail
and in a form designed to obtain a fuller understanding of the require-
ments and greater uniformity in their application.

The provisions of Sections 5 and 11 of the Trade Agreements
Extension Act of 1951 (65 Stat. 72) raised many difficult problems
in respect of the establishment of the country of origin of imported
merchandise necessary to determine if -such merchandise is entitled
to the benefit of trade agreement rates or to admission into the com-
merce of the United States.

Law_enforcement and investigative activities.—The law enforcement
activities of the Customs Service consist of the seizures of merchan-
dise which has been fraudulently declared or illegally introduced
“into this country, the arrest of the offenders when such action is
warranted, and investigations involving smuggling and other viola-
tions of the Tariff Act. Considerable attention has also been given
to the program to protect the United States against subversive ac-
tivity.  Fewer seizures were made in 1952 than neither of the three
preceding years but the value of such seizures was larger than in 1950
and 1951 and almost as large as in 1949. Two more boats and
thirty-eight more automobiles and trucks were seized in.1952 than
in the preceding year while the number of aircraft remained the
same. The total value of seizures of vessels, vehicles, and aircraft
was considerably greater than in 1951, quuor seizures . declined
from the previous year in number, gallonage, and value. There
were also fewer seizures of prohibited articles. ‘
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Seizures of ordinary merchandise although fewer in number showed
a slightly larger value than in 1951. Diamond smuggling continued,
but the seizures in 1952 were smaller both in’ quantity-and value than
in the previous fiscal year when three seizures alone were valued at
more than $900,000. Gold seizures amounted to over $200,000 in
1952 as compared with $330,000 in the previous year. As in 1951,
. the largest single gold seizure, appraised at $110,000, was concealed
in an automobile presented for export; in this instance the gas tank
~ had been built with false compartments. Most of the other seizures
involved the age-old attempts by returning tourists to bring in foreign
purchases of furs, wearing apparel, cameras, and s1m11a1 armclcs
without declaring them or paying duty :

‘Narcotic seizures were more numerous and were: shvh tly gr catel in
value than in 1951, although for some kinds of nar cotlcs smaller quan-
tities were seized than in the previous year. Seizures of raw opium
amounted to 471 ounces in 1952 as compared with only 260 ounces
in the previous year and these seizures were made almost exclusively
at the Atlantic and Gulf Coast ports from seamen arriving from Near
Eastern and Mediterranean ports. Seizures of smoking opium were
almost the same as the previous year, 495 ounces in 1952 and.513
ounces in 1951. Practically all of these seizures were made along the
Mexican border. Owing to the continued efforts of the Mexican
authorities to eradicate The, plantations of opium-producing poppies
in Mexico, most of the seizures of smoking opium were in small
-quantities. - Marthuana seizures on the Mexican border continued
heavy although the total quantity seized was much less than in
1951, 1. e., 17,374 ounces in the past year and 32,062 in the previous
year. Seizures of heroin were larger in 1952 with a yleld of 148
ounces as compared with 101 ounces seized in 1951. -

In addition to the seizures made for customs violations, 15,801
seizures were made for other agencies, of which 13,406 were for the
Department of Agriculture. In addition 53 persons were appre--
hended and delivered to Immigration, Secret Service, military, or
municipal authorities,

Seizures for violation of customslaws are shown in tables 96 and 97.

The Customs Agency Service is employed generally to investigate
all civil and criminal matters coming to its attention, including-
violations of the customs, navigation, and export control la,ws
Treasury attachés and representatives in foreign countries also
conduct inquiries as to market value for the use of appraisers in
determining the value of imported merchandise.

Almost every important type of investigation was more numerous
in 1952 than in 1951. For a while there was an increase in investi-
gations of shipments from Hong Kong, arising from ‘efforts to bring
in products of China falsely described as ploducts of Hong Kong
in order to circumvent the restrictions upon imports of merchandise
from China.

Table 98 summarizes the 1nvest1gat1ve activities . durlng the past
two years.

Foreign trade zones. —During the fifteenth year of its existence,
Foreign Trade Zone No. 1 on Staten Island continued its successful
operatlon, which was at aslightly lower level than during the previous
year. The tonnage and Volume of goods entering and leaving the
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zone, the number of entries of merchandise into customs territory, and
the duties and taxes collected théreon were less than in 1951. "Forty-
one vessels used the facilities provided by the zone as compared with
54 during the previous year. The erection of a proper fence to secure
adequate segregation of the zone from customs territory and the
installation of night lights for the fence made possible a considerable
reduction in the number of customs personnel necessary to protect.
the revenue.

Operations at Foreign Trade Zone No. 2 at New Orleans showed
an increase of almost 50 percent in the tonnage and value of goods
. handled by the zone. A great deal of the work at this zone involves

the handling of goods for ultimate export. A comparatively small
portion of the total volume of goods enters customs territory for
consumption in the United States. Collections of duties and taxes,
however, were approximately 15 percent larger than in 1951.-
Foreign Trade Zone No. 3 at San Francisco also had a substantial
increase in the tonnage and value of goods entering and leaving the
zone, although collections of duties and taxes on goods brought into
customs territory were only 40 percent as great as during the previous
ear.
Y Operations at Foregin Trade Zone No. 4 at Los Angeles and Foreign
Trade Zone No. 5 at Seattle were at a much lower level than in 1951.
During the first full year of its operation, Foreign Trade Zone No. 6
at San Antonio, which opened for business on September 1, 1950,
continued to show a satisfactory volume. Foreign merchandise
was received from 15 different countries, although the largest portion
. of it came from Mexico. ‘ ‘ '
The following table contains a brief summary of foreign trade zone
operations.

Received in zone Delivered from zone Diutles and
nternal
Trade zone g gﬁgceg L L retvenuc
ong ong axes
tons Value tons Value collected
New York. . .ocomeeon.. S 8,158 82,648 | $94, 913, 462 84,188 | $76, 887,677 $3, 728,738
New Orleans. .. - 579 38, 581 15, 390, 561 37,008 13, 708, 194 - 204, 263
San Francisco.. ' 4,187 14,811 6,006, 426 13, 856 5, 861, 793 261,120
Y.os Angeles.... - 571 . 938 683, 968 2, 399 1,128, 965 . 140,472
Seattle.. ._....... e 720 4, 604 2,624,728 5,002 2, 812, 422 1, 201, 851
San Antoniol .. .............. 206 1,730 1,164, 992 1,649 1, 100, 813 77,963

Changes in customs ports and stations.—The limits of the port of
Los Angeles, Calif., were enlarged to include the city of El Segundo,
Calif.; the port of Portland, Oreg., to include the Portland Inter-
national Airport and certain other territory; and the port of Minne-
apolis, Minn., to include the Minneapolis-St. Paul International -
Airport. The name of the port of entry of Fernandina in the Florida
district was changed to Fernandina Beach. : :

A port of documentation was established in Guam, to be under the

* supervision of the collector of customs at Honolulu. The ports of
Mayaguez and Ponce, in the district of Puerto Rico, were designated
ports of documentation.

Customs stations at St. Francis, Maine, and Heart Island and
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Louisville Landing, N. Y., were discontinued, and new stations
established at Raeford, N. C., and Marathon, Tex,

Legal problems and proceedzngs —An unusual variety of problems
and questions arose in 1952 in the enforcement of customs, navigation,
and other laws administered by the Bureau of Customs. In addition
to the complicated problems involved in the classification and appraise-
ment of merchandise, resulting from the importation of new products
and the continued high level of imports in general, new problems
- occurred in the enforcement of the export control laws.

Revised regulations governing foreign-trade zones operations were
issued to implement the changes in the Foreign Trade Zones Act
made by Public Law 566, Eighty-first Congress, approved June 17,1950.

Many reports were submltted to committees of Congress on pend~
ing bills, and considerable assistance was given to the Concrless n its
consideration of the bill (8. 354) to pay overtime to Federal omployces

Cost of administration

Despite the continued high level of customs transactions in 1952,
the level of personnel employment on exclusively customs opemtlons
was slightly lower than during thé previous year. However, greater
emphasis was placed on the enforcement of the export control laws
and the increase in employment for this purpose made the total
personnel supervised by the Customs Service slightly larger thzm in
1951. The following table shows the average employment in the
Customs Service for the past two fiscal years.

Percentage
Average number of employees 1951 1952 increase, or
- . decrease(—)

Regular customs operations:

Nonreimbursable . oot eeeeee 7,977 7,937 —0.5
Reimbursable 1. .. iiiial 371 373 5
Total regular customs employment_....._....._.oo.coeooooool. 8,348 | - 8,310 -5
Export control. ... e - 213 299 0,4
Total employment. ... 8, 561 8, 609 6

1 Salaries reimbursed to the Government by those who receive the exclusive services of these employees.

The expense of operating the Customs Service in 1952 was $40,428,-
923, excluding the expense of enforcing the export control regulatlons,
or $3 665,732 more than for the previous year. The increase was due
to the regular within-grade raises under the Mead-Ramspeck law and
to Public Law 201, 82d Congress, effective July 8, 1951, which pro-
vided for approximately a 10 percent increase in all salaries of Govern-
" ment employees. These expenses, moreover, do not include salaries
paid to customs personnel for overtime and other services authorized
by law for which reimbursement was made to the appropriation by
those for whom the services were rendered. The decreased collections
together with the increased expenditures caused the cost of collecting
$100 of revenue to rise from $4.54 in 1951 to $5.40 in 1952. A sum-
mary of the collections and expenditures Wlll be found in table 84.

Management program

New emphasis was given in 1952 to the program for the inspection
of field offices in the Bureau of Customs. While this activity has been
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an important part of the customs management program for many
years, the scope and frequency of these inspections were broadened
and intensified. During the year, thirty offices of collectors of cus-
toms, appraisers of merchandise, and customs laboratories were in-
spected. During the course of these inspections, policies and programs
were reviewed- with. top level officials, improved procedures were
installed, manpower savings effected in specific operations, and better
utilization of manpower achieved through personnel reassignments.

Other efforts of the management program resulted in several major
changes-in -operating procedures affecting practically every area of
customs activity. 'These were instrumental in increasing efficiency,
simplifying ‘methods, expediting service, and improving public rela-
tions. They also produced some monetary and manpower savings
which were used to expand, on a limited scale, the enforcement activ-
ities conducted in foreign countries, and partially to meet the demands
for additional personnel arising from the continued significant increase
in numbers of persons and carriers of merchandise arriving from foreign
countries. - ' : B

Legislative proposals.—The Customs Simplification Act (H. R. 5505)
which would simplify customs procedures and permit substantial im-
provements in service to the public, was passed by the House of Repre-
sentatives on October 15, 1951, Hearings on this bill were concluded
in the Senate Finance Committee but no final action was taken by the
Senate. Another bill introduced in the 82d Congress (H. R. 2641; for
the recodification of the navigation laws to discontinue obsolete re-
quirements and permit simplihcation of procedures in marine activities
did not receive congressional approval. Reorganization Plan No. 3 of
1952 was submitted to the Congress on April 10; 1952, and disapproved
on June 18. ,

Administrative action.—An innovation in the examination of baggage
of air passengers occurred with the inauguration in Toronto, Canada,
of a special arrangement applicable to passengers going to the United
-States. Under this arrangement, the examination of passengers’ bag-
gage, and all requirements to permit the baggage to be released by
customs immediately upon arrival in the United States, are completed
before the plane departs from Canada. Hundreds of passengers have
praised the improved service which eliminates the normal delay experi-
enced in baggage examination at the port of first arrival in the United
States. It 1s expected that negotiations with Mexico will be renewed:
in an effort to provide similar service to passengers traveling on through
‘planes from Mexico City to the United States.

~ Another improvement in public relations resulted from the elimina-

tion of penalties, under certain conditions, for technical violations of
law by failure of the plane’s opérator to give advance notice of arrival
in the United States. This change benefited operators of civilian air-
craft not equipped with the proper radio apparatus to give the notice
normally required. ' .
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Attention was also given to problems arising in connection with mil-
" itary aireraft. With the cooperation of the Air Force, simplified meth-
ods were adopted for customs clearance of personal effects of military
personnel and military equipment arriving on interceptor training
flights of United States and Canadian Air Defense Commands depart-
ing from Canada and landing at certain United States air fields.

Significant changes were made in the procedures for exporting mer-
chandise with benefit of drawback, and filing of drawback  claims,
including: (1) The elimination of the necessity for customs inspection
and supervision of lading of such merchandise, which made it necessary
for exporters to pay for such service when rendered on an overtime
basis; (2) the allowance of three years instead of two years for the fil-
ing of drawback claims; and (3) the simplification of requirements for
filing such claims.

The customs clearance of certain noncommercial automobiles ex-
ported to foreign countries and accompanying passengers returning to
the United States was facilitated by the establishment of a schedule of
estimated duties to be deposited on entry. Previous to this change it
was necessary for the passenger to ascertain the amount of drawback
allowed when the car was exported and to deposit this amount, which
frequently involved considerable inconvenience and some expense.

New regulations and instructions were issued pursuant to the For-
eign Trade Zones Act of 1934, as amended in 1950 (19 U. S. C. 81¢),
providing, among'other things, for a number of improvements in
procedures relating to the movement of merchandise into and out of
foreign trade zones.

Several changes in requirements applying to vessel movements and
related activities were made to remove unnecessary burdens on ves-
sel operators. These included the simplification of requireménts for
(1) the manifesting of residue cargo, (2) the entrance and clearance
of vessels with prematurely landed or over-carried cargo, (3) the
manifesting of export cargo laden in the United States, and (4) the
transfer of supplies or stores from one vessel to another. Intercoastal
vessels were relieved of the necessity of filing manifests of coastwise
cargo which formerly were required when business was transacted at

the Panama Canal Zone.
" A new procedure for the customs treatment of certain military
(APO) mail, designed to reduce postal handling and transportation
charges, was instituted on a test basis at San Francisco, Calif. If
successful, this procedure will be made permanent and extended to
the ports of Seattle and New York where similar mail is received.

The application of scientific control weighing methods to. imported
merchandise was productive of further benefits to mmporters and
customs in reduced weighing activities. Since 1949 these methods
have been successfully used in weighing seven major commodities im-
ported at many ports in the United States, as well as in overcoming
certain weighing problems at specific ports. Pilot studies were also
begun on six additional commodities.

A noteworthy improvement in sampling procedures eliminated the
taking and storing of duplicate or reserve samples of certain distilled
spirits for laboratory test purposes.

221052—53——9
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Several administrative decisions effected changes in practice re-
sulting in the reduction of overtime charges paid by vessel operators,
importers, and others who obtain customs service on a reimbursable
basis. Another change eliminated numerous petty refunds of over- .
time charges collected in one customs district from yacht owners and
operators by an arrangement permitting a flat fee to be paid for
overtime services.

Other management improvements.—A comprehensive program for the
conservation and better utilization of manpower was promulgated for
the guidance of supervisors at all levels of operation in' the Customs
Service. Although this program was in efféct for only a portion of
the year, substantial progress was made in achieving the objective of
manpower savings, particularly in the larger offices.

The Cash Awards Program and Work Simplification Program, which
again were productive of several valuable employee suggestions, were
merged into one program so as to eliminate.the duplication which
occurred when identical suggestions were submitted under both
programs.

Several additional delegations of authority were made to field
officers for the purpose of improving the effectiveness of administra-
- tion at the field level. These delegations primarily affected the fiscal
activities.

An intensive campaign to dispose of inactive and useless records
resulted in the sale, destruction, or transfer to the Federal Records
Centers of 25 thousand cubic feet of records.

Bureau of Engraving and Printing

The Bureau of Engraving and Printing designs, engraves, and prints.
currency, securities, postage and revenue stamps, Government checks;
military commissions and certificates, and other engraved work
for the various Government agencies, the Board of Governors of.
ghe Federal Reserve System, and insular possessions of the United

tates.

The fiscal year 1952 was a period of great improvement in both
operations and procedures, the groundwork for some of which had
been prepared in prior years. In 1952, for the first time in the Bu-
reau’s history, all operations were placed on a completely reimbursable
basis. This was in accordance with the act of August 4, 1950 (64
Stat. 408), which provided, effective July 1, 1951, for a working
capital fund method of financing the operations of the Bureau and
for business-type accounting and budgetary procedures. In addition,
during 1952, the Bureau developed and introduced 1mprovements
which netted savings of over a million dollars in operating expenses.
Toward the end of the year, there was a large-scale revision of operat-
ing methods from which substantial savings are anticipated. :
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Budgetary changes

The installation of the revised system of budgeting and accounting
in the Bureau, pursuant to the act of August 4, 1950, was brought
about through the joint efforts of representatives of the General
Accounting Office, the Treasury Department, and the Bureau of the
Budget. The year’s operation of the new system has improved
appreciably the budgetary and fiscal management of Bureau oper-
ations. .

An appropriation of $3,250,000 was granted by the 82d Congress to
bé used as working capital. The requisitioning agencies reimburse the
Bureau for the cost of work produced and the amounts thus realized
are placed in the working capital fund. . Expenditures for operations are
paid out of the fund. Thus the Bureau is completely self-supporting. -

One of the major advantages which has accrued to the Bureau as a
result of the new method of financing has been that the working capital
fund has provided greater flexibility in the purchase of machinery and
_ equipment. The unique and highly specialized processes used in the
production of currency, bonds, and stamps are such that suitable
design and development work are required preparatory to the procure-
ment of the necessary equipment. Under the former system, funds
were available for obligation only during the fiscal year for which they
were appropriated. This did not permit sufficient time for intelligent
long-range planning for the development and procurement of such
specialized equipment.

Under the working capital fund method of financing, depreciation
on machinery and equipment is charged to the cost of the various
classes of work produced. Accordingly, the funds recovered through
depreciation will be available toward the replacement of obsolete and
worn-out machinery and equipment. ‘

This arrangement has enabled the Bureau to anticipate the amount
of funds that will be available in the current as well as the succeeding
years, thereby permitting long-range planning for technological im-
provements. In scheduling action on any major technical work pro-
gram it is the intent of the Bureau to utilize the funds accruing through
depreciation on the development of specialized equipment which wall
effect recurring annual savings in both manpower and cost of opera-
tions. For example, the purchase of automatic take-off devices for
the plate printing presses, which resulted in savings amounting to over
$500,000 in the fiscal year 1952, was made possible by the recovery of
funds acquired through depreciation charges under the new method
of financing. v

It is also possible under the new system to solicit invitations to bid
and award contracts at the most favorable time. More compre-
hensive tests can be made and the needed amount of time can be taken
to locate new sources of supply so as to realize the greatest benefits.
Heretofore, it has been necessary to perform these operations within a
short time prior to July 1 of each year in order to obtain supplies and
materials for the new fiscal year. _



116 1952 REPORT OF THE SECRETARY OF THE TREASURY

On February 18, 1952, an 1nternal audit program was established
in the Bureau in conformance with the requirements of Section 113
(a) (3) of the Budget and Accounting Procedures Act of 1950 (64 Stat.
832) which provides that the head of each executive agency shall
establish and maintain systems of accounting and internal control
designed to provide effective control over the accountability for all
funds, property, and other assets for which the agency is responsible,
including appropriate internal audit. The over-all objective of this
program is to assist management in achieving the most efficient ad-
ministration of the operations of the Bureau. To accomplish this
objective it is essential that an independent, systematic, and con-
tinuous review be made of the various aspects of Bureau operations to
ascertain adherence to desired standards of performance.

An accounting manual was prepared, setting forth policies and
procedures for fiscal operations under the revised system of accounting
which was inaugurated on July 1, 1951. The contents of this manual
were endorsed by the General Accountlng Office.

A statement of income and expense for the fiscal year 1952 and
comparative balance sheets as of July 1, 1951 and 1952 follow:

Statement of income and expense for the fiscal year 1952

Engraving and printing delivered:

glcc;me ................................................................................ $33, 303, 500. 85
oS
Finished goods inventory at July 1, 1951 . ... $1, 009, 194. 44
Add: Cost of goods completed durmg fiscal yeatr 1952..... ... 33,184,051, 75
Total cost of goods available. ..o oo oo oooomo oo ceae 34,193, 246.19
Less: Finished goods inventory at June 30, 1952. 735, 741. 92
Cost of goods delivered - - el 33,457, 504. 27
Incinerating mutilated curreney:
10, 688. 14
10, 688. 14
282, 402. 47
282, 402. 47
INCOMC. oo a e em [ 84,178.92
[0 T PPN 84,178.92
Card checks:
Income._ . 689, 383. 97 «
Cost.---- 689, 383. 97
Net 1085 0N 0Perations . ..o 1154,003. 42

1 By law, the Bureau of Engraving and Printing cannot operate at a profit. During the fiscal year 1952,
various products were billed to requisitioning agencies at estimated rates. It was later determined that
these rates were less than actual cost. This resulted in a loss of $154,003.42. The accounts participating in
this loss could not have been adjusted beloré commencement of fiscal 1953, nor was such adjustment neces-
sary by reason of the statute. The loss will be recovered in fiscal 1953 by adjusting the billing rates in that
year for the products involved.
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Comparative balance sheets, July 1, 1951 and 1952

117

As of opening of business

As of close of business

Assets July 1, 1951 (adjusted
througﬁ June 30, 1952) June 30, 1952
Current assets:
Cash:
Working capital fand.___ . . |eceoooaa $3, 290, 298. 26

Accounts receivable:
Governmental._
Unbiiled -
Other.

Inventories:
Finigshed goods. .ococnoen oo ..
‘Work in process -
T RSN

Prepaid expenses: i
Advances to governmental agencies. -
Perforator servieing.._ ... __

Total current assets...__...___.___.

Fixed assets: .
Plant machinery and equipment________
Less: Reserve for depreciation.______

Motor vehicles. ...
Less: Reserve for depreciation.______

Office MACKINGS - . voeoeoeoemcaans
Less: Reserve for depreciation. .

Furniture and fixtures......
Less: Reserve for depreci

Dies, rolls, and plates.
Building appurtenances._._._
Less: Reserve for depreciation.._____

Fixed assets—work in progress...._...._.
Total fixed assets....o.o......_.
Deferred charges:

Plant alterations expenditures_.___.._.__
Experimental equipment costs ..._...._.

Total deferred charges_._______________

Total assets. ...

$56, 129. 05
———  $56,129.05

1, 807, 023. 69

1,812,892.26

1,009, 194. 44
3, 267, 505. 64
2,370, 401. 54
—————  6,647,101.62
46,453.78
46,453.78

8, 562, 576. 71

12, 260, 226. 51
6

29,417,
"""""""""" 29, 417. 66
90, 941,09

394, 034. 69

106, 065. 04
—  287,960.65

3,955, 961. 25

3,462, 799. 51
380, 103.43
13,632. 94

735, 741. 92
2,726, 439. 60
2,453,028.15

8, 700. 00
66, 555. 44

$3, 290, 298. 26

3, 856, 535. 88

5,915, 209. 67

75,255, 44

13,137, 299. 25

13, 068, 332. 46
1,037,989, 44

57,031, 97
4, 536,16

100, 578. 70
11,979. 59

433,977, 67
141, 098. 84

§9,494.25
1,409. 08

12, 030, 343. 02
52,495. 81
88, 599.11

292, 878. 83
3,955, 961. 25

58, 085. 17

25, 255, 464, 61

............... 68,132, 60 252, 548. 52
16, 692, 648. 76 16,730, 911. 71

............... 21,413.88

179,14 179. 14 45, 597. 32

179. 14 67,011, 20

29,935, 222. 16
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Comparative balance sheets, July 1, 1951 and 1952—Continued

As of opening of business

Liabilities and investment of the 3 As of close of business <
r July 1, 1951 (adjusted
United States through Tune 30, 1952) June 30, 1952
Current liabilities:
Accounts payable: :
Audited—governmental_ ... _.| oo $1,153.79
Audited—nongovernmental ... |ocoooooo_. 79, 550. 64
Unaudited - : $51, 355. 20 506, 716. 69
—_— $51,355. 20 |-——— $587,421. 12
Accrued liabilities: :
11 1, 547, 504. 13 1,892, 383. 90
1,733, 261.35 . 1, 565, 062. 75
21, 096. 26 54,937.41
3,301,861, 74 |——————  3,512,384.06
3,907.01

126, 50 ' 857.470.78
52, 095. 54 ' 42, 403.32
56,129.05 |-———— 899, 883. 10
Other liabilities: - .
Due to estates of deceased employees. 1,757.86 . 435,99
Due to U. 5. Treasury and others___ 5, 658. 17 458, 72
—_— 7,416.03 |——— 894.71
Total current liabilities.........__ 3.416,762. 02 5,000, 582. 99
Investment of the United States: T
Capital: B
Appropriated - 3, 250, 000..00
Donated... , 59 21,838,642.59 - .
R 21, 838, 642. 59 |—————— 25,088, 642. 59
Surplus: i :
Operating defieit_____ ... 154, 003. 42
Nonoperating surplus. -.....__ 10, 537.81
Less: Transferred to Treasury . 10, 537. 81
Net defiCitoceecnceccccccccceenee| Ll ’ 154,003. 42
Net investment of the United )
22170t SR 21, 838, 642. 59 24,934, 639. 17
Total liabilities and investment
of the United States.._.._...._ 25, 255, 404. 61 29, 935, 222. 16

Operational improvements

Printing.—The decision to study the feasibility of printing eighteen
currency subjects to the sheet instead of twelve was announced in
the Bureau on April 28, 1952. The research and development efforts
of the Bureau were centered immediately on this change which would
affect every operation associated with the printing of currency. By
the end of the fiscal year, this new procedure had been introduced
“and printing was being performed on one back and one face press.
The operation was carried as far as overprinting, since the present
numbering equipment cannot be adapted readily to the size of the
eighteen-subject sheet. However, it is planned to accomplish the
overprinting through the acquisition and use of suitable flatbed cylin-
der presses. The basic developmental work has been completed and
the conversion to the revised procedure is under way in the operating
divisions. This project is but one phase in the comprehensive moderni-
zation program of the Bureau. It is being introduced as an interim
measure to realize immediate savings until such time as develop--
mental work can be completed on new types of printing equipment.
Preliminary studies suggest that savings from this program may be
well over a million dollars. ‘

The use of a nonoffsetting green ink to print currency backs made
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possible the elimination of five operations formerly required in the
printing of currency: (1) The inserting of tissues between the sheets
of printed backs, (2) the wet-counting of the backs, (3) the spreading
and drying of the backs, (4) the separating of tissues from the back
printings, (5) the rewettlng of the paper preparatory to face printing
and the related counting and handling operations. A significant re-
duction in mutilation and a marked increase in the quality of the
product resulted from the new procedures, as well as savings due to
reductions in force or reassignments of over 300 employees. Esti-
mated savings realized during the fiscal year 1952 amounted to
$888,602. If extended on an annual basis the savings are estimated to
total $1,056,802, or $93,802 more than the amount forecast in the 1951
annual report.

The installation of automatic take-off and delivery devices on the
plate printing presses used to print currency backs eliminated the
need for one printer’s assistant at each press. A total of 239 positions
were made surplus as a result of this improvement. Estimated
savings realized during fiscal year 1952 amounted to $582,496. If
extended on-an annual basis the savings are estimated to total
$756,246, or $61,246 more than the amount forecast in the 1951
annual report

The advantage gained from installation of semiautomatic feed-
boards on currency presses suggested additional savings which could
be made by adapting these devices to presses used to print other
classes of work. Accordingly, since July 1951, certain modifications
made in the feedboards have made possible their use in the printing
of savings bonds. Estimated savings realized during the fiscal year
1952 amounted to $41,400, an amount which is expected to be saved
annually.

Currency.—The introduction of nonoffset green ink to print currency
backs made possible the examination of both sides of the currency in
one operation. This was a major change in that it eliminated one
operation which had been required before, and made it possible to
eliminate an entire examining section, thereby making surplus 80
positions. The savings resulting from ‘this action are in addition to
those reported for the nonoffset program. Estimated savings realized
during the fiscal year 1952 amounted to $287,366 and this amount is
expected to recur ahnually.

Re-examination of sheets of currency on which some but not all of
the notes were mutilated has made possible the salvaging of many
good notes which would have been destroyed under former procedures.
Estimated savings realized during the year 1952 amounted to $229,276.
These savings, which are expected to recur annually, represent $79,276
more than the amount estimated last year. .-

Mechanical innovations.—Although no monetary savings are attrib-
uted to improvements made on the sizing machines during the fiscal
year 1952, the following changes have reduced spoilage of sheets and
increased the speed and efficiency of the work.

In November 1951 new teflon-coated glass fabric tapes were installed
on the sizing machines, replacing the cotton tapes or bands formerly
in use. This change reduced the nonoperating time previously re-
quired for changing tapes on these machines. In addition, the new
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tapes wear more than three times as long as the old ones, and are
fireproof.

Spoilage of currency has been reduced by the installation of auto-
matic temperature controls which maintain a temperature inside the
drying compartment sufficient to permit proper drying of the work
without overheating. A signal light to warn operators of overheating
in the drying compartment was installed on one machine and tested
during February 1952. This was later adopted for all fifteen
machines.

Other improvements were the installation of a cont1 ol roller to curb -
creasing, and the chrome plating of various machine parts to mini-
mize maintenance work,

Overprinting.—The number of finished notes processed per day by
examiners in the currency overprinting section was increased through
the formation of a unit of lower level employees to perform the count-
ing of sheet work in that section, and by the discontinuance of the
- count of unexamined notes at the close of the work day. Estimated
savings realized during the fiscal year 1952 amounted to $110,630,
and recurring annual savings of this amount are anticipated.

The rearrangement of space so as to accommodate more workers in
the currency overprinting section of the Surface Printing Division
made possible the transfer of 225 employees from the night shift to
the day shift during January 1951. The consequent elimination of
fifteen percent mght differential pay to these employees resulted in
savings of $38,436 last year and $69,666 during 1952.

Packaging for shipment.—A new package wrapping machine, in-
stalled in the currency overprinting section, made possible the elimi-
nation of the services of six employees. Formerly these employees
wrapped the packages of currency for shipment by hand. Savings
from the use of this machine amounted to $2,974 in 1951 and to
$14,874 in 1952.

Cartons have replaced the kraft paper wrappers.formerly used to -
package postage and revenue stamps for shipment. The new pro-
cedure expedites the packing operation, saves materials, affords
greater protection to the contents of the packages while in transit,
and requires fewer employees than the former method. Kstimated
savingsrealized during thefiscal year 1952 amounted t0.$43,617. Onan
annual basis the savings are estimated to total $71,543, which is
$46,697 more than the amount forecast last year. :

Procedural improvements

A new conveyor system in the bindery resulted in the release of two
employees, and the better utilization of space and equipment in the
unit which processes cigarette stamps. The conveyor replaced the
hand trucks which were used for the transportation of paper trimmings
from guillotine cutting machines, and for moving finished cartons of
stamps. Savings realized during the fiscal year 1952 amounted to
$4,680. If extended on an annual basis, the savings would amount to
$5.616. :

The following examples of work accomplished by management
improvement committees saved $10,635 during the fiscal year 1952
and are expected to result in annual savings of over $18,000: Stream-
lining the processing of paper checks; combining certain activities in
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the tissue section of the Examining Division; improving the handling
of work in the distinctive paper unit; and rearranging the trimming
and separating of disbursing officers’ checks.

Personnel programs and activities

The total number of employees at the beginning of the fiscal year
was 6,602. There were 391 appointments and 817 separations, leaving
a total of 6,176 employees on the rolls as of June 30, 1952.

Bureau turnover rate for the fiscal year 1952 was 12.5 percent;
Government-wide it was approximately 27.53 percent. It is esti-
mated that 915 additional employees would have been needed during
the fiscal year 1952 if the Bureau turnover were as high as the average
throughout the Government. Recruitment and training of 915 em-
ployees would have cost the Government an estimated $366,000.

The Bureau of Engraving and Printing, like manufacturing estab-
lishments in private industry, is faced with loss of production when
there is more than a normal amount of absenteeism due to sickness,
accidents, or personal reasons of the employees. During 1952, the
Bureau made a study of the personal reasons for absenteeism. In
those individual cases which were chronic, and in which no improve-
ment was made, the services of the employees were terminated. A
monthly report of absenteeism from each major production division
is now being prepared and will be continued for a 6-month trial period
to determine its usefulness. This report indicates the type and rate
of absences that occur and the areas where improvement is needed.

Wage adjustments affecting some 5,219 unclassified employees, and

amounting to approximately $659,664.98 were made to meet the
" increases 1n wage rates granted by the American Bank Note Company
or the Government Printing Office for job classifications which have
been determined to be comparable to jobs in this Bureau. Wage
adjustments for 936 classified employees were made in accordance
with provisions of the Classification Act of 1949 as amended by the
act of October 24, 1951 (65 Stat. 612).
" The review of Office Chiefs’ and Superintendents’ positions and the
positions of their principal assistants was completed in September
1951. The revised position descriptions reflect organizational changes,
current duties, responsibilities, delegations of authority, and techno-
logical improvements. .

Surveys of clerical posititions in the Examining Division and
Surface Printing Division were conducted in order to develop current
job descriptions and to call attention of supervisors to overlapping
activities and obsolete records. Other studies included the preparation
of statistical computations of wage data to meet the requirements of
the Wage Stabilization Board, the study of wage differentials between
workers and their foremen in order to explore the uniformity and
variety of such differentials, and the adjustment of wage rates to
meet the requirements of Personnel Circular-Number 126 in paying
prevailing rates at all times. .
~ In accordance with Treasury Department Circular Number 164,
and applicable provisions of the Whitten- Amendment, a review was
made of all jobs in the Bureau. Upon completion of this review each
division superintendent submitted: (1) A certification that current
_ assignments of employees in his division had been compared with the
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descriptions of the positions, so as to determine the unnecessary jobs
which could be abolished; (2) current descriptions for those jobs
which had changed, together with recommendations for revisions;
and (3) a list of positions, by title and grade, which were found to
be necessary and which were accurately described.

An examination for apprentice plate printers was given during the
fiscal year 1952. The thirty-five highest ranking employees were
offered plate printer apprentice jobs and their training began on
March 17, 1952. The Plate Printing Division now has seventy
apprentices. o .

A new program for the selection of supervisory personnel was estab-
lished to reflect recent delegations of authority to operating division
superintendents to select their own supervisors, to discover supervisory
talent among Bureau employees, and to utilize this talent most
effectively. The new procedure provides for the posting of all super-
visory vacancies, and the use of psychological tests as an aid in the
" selection. Tests used so far in this program have included standard

aptitude and intelligence tests, and special tests developed by Bureau
personnel technicians to evaluate the applicants’ suitability for special
kinds of jobs. To date, five such special tests have been developed
and administered along with standard tests in the filling of super-
visory vacancies in five operating divisions. :

In order to utilize the specialized experience. of the Bureau’s non-
craft personnel more effectively than possible under the general pro-
motion provisions, it was determined that promotions to thirty-two

-nonsupervisory jobs would be made on the basis of specific qualifica-
tions for work in the area concerned. Also, after consultation with the
employee groups concerned, the written policy for ungraded non-
craft employees was amended twice during the year in order to
announce the title of the jobs which were removed from coverage by '
the promotion policy. This policy affects only fifty-seven of approxi-
mately 3,900 noncraft employees in the Bureau. '

During the fiscal year 1951 a study was under way to examine the
existing policy relating to the practice of collecting from employees
for shortages of security instruments in both complete and incomplete
stages. Following a comprehensive study by the Bureau, the Gen-
eral Counsel, and the Director of Personnel, a new policy was approved
by the Under Secretary of the Treasury on October 4, 1951, and was
outlined in a Bureau bulletin dated October 19, 1951. _

The revised policy abolishes the practice of collecting for items which
are not complete.. It continues the practice of collecting from em-
ployees for completed items which the Government may be required
to redeem when individual responsibility can be determined. In
addition, disciplinary action will be taken. The new procedure

" provides that when individual responsibility cannot be determined,
the face value of the lost security will be charged to an expense
account entitled, “Completed Securities Unaccounted For,” and a .
credit will be made to an account entitled, ‘“Reserve for Completed
Securities Unaccounted For.”” In the event a claim for a shortage
in a delivery of completed securities is substantiated, payment will be
made from Bureau funds.
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Differences which may occur from time to time in the paper stocks

. for either completed or incompleted securities will be reported cur-

rently by the Bureau to the Secret Service for investigation in con-

formity with existing practice. The Bureau is authorized to adjust

the paper stock accounts by writing off any sheets or portions of
sheets not located within thirty days.

Thé Bureau Safety Council conducts a continuous program of train-
ing with emphasis on weekly classes for supervisory personnel, and
employees engaged in occupations where the severity and frequency
rates for accidents are high. An indication of the continuing improve-
ment in the safety records of the Bureau was the reduction in the
accident frequency rate® from 17.66 in the fiscal year 1951 to 14.82
in the fiscal year 1952.

Two series of training sessions were conducted, one for supervisors
and foremen, and one for members of the Transportation Division.
Procedures in connection with accidents were simplified by placing
the responsibility for preparing accident reports on the supervisors
and eliminating unnecessary reports.

Long-range improvement program

Over a period of years the research and development activities in
the Bureau have made possible immense savings, thus bringing to
fruition long-range plans for modernization of existing equipment and
operations. Projects on which the research staff has worked, which
resulted in savings during the fiscal year 1952, were described in the
preceding part of this report. However, research activities also in-
cluded long-range projects which are expected to yield further savings
in years to come. In connection with a number of such studies the
cooperation of outside manufacturing and research concerns has been

- sought. A good deal of help has been secured in this way, supple-
menting the work of the small staff in the Bureau, and infusing new
ideas and techniques into the work. Foreseeable annual savings from
projects now under way amount to over $5 million. The areas of
study which are expected to bring about these savings are outlined
as follows:

Development of nonoffset black intaglio ink would eliminate shp-
sheeting between printed currency face impressions, and would make
it practical to install automatic take-off devices on the presses printing
this work. The speed in the printing of currency faces would be so
increased that it is possible that an assistant could be released from -
each currency face‘press.

Improved methods, techniques, materlals and devices for printing
postage stamps are being developed on an expenmental press in the
engineering . and development section. Results produced from this
activity may be applicable also to the experimental printing of currency
on a sheet-fed rotary press, which is expected to be delivered to the
Bureau next year.

Experiments on new methods of trimming printed sheets of work
are being conducted so as to speed the process and produce more
accurate results.

1 The number of disabling injuries per 1,000,000 man-hours worked,
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Wholly automatic feeders are in process of development for use on
currency printing presses. When perfected the installation of these
devices would probably eliminate the need of a cons1derable number
of positions of printers’ assistants.

The possible use of automatic collating equipment to assemble
postage stamps in book form is being explored at the present time.
If practicable, such a device would oliminate the need for the services
of a number of people, and would increase the amount of work pro-
duced at less expense and in less time.

Other refinements in postage stamp processing include development
of improved types of cartons for shipping the stamps, and the installa-
tion of a conveyor system to bring several operations related to pre-
paring the work for shipment into a continuous flow of work.

New issues of stamps

Orders were received and dies were engraved for new issues of
postage stamps as follows

Denomination

Issue (cents) -

75th Anniversary of the American Chemical Society Commemorative, Series 1951
175th Anniversary of the Battie of Brooklyn Commemorative, Series 1951. ..
200th Anniversary of the Birth of Betsy Ross Commemorative, Series 1952. .
50th Anniversary of the 4-H Club Movement Commemonatwe Series 1952
12gth Angzvcrs‘mry of the Baltimore and Ohio Railroad Company Commemoratlve,
TS 1982 e e eeemcmmmeesecmmmmememammemee e mon
50th Anniversary of the Founding of the Am
tive, Series 1952, - L oo
North Atlantic Treaty Organization Commemorative, Series 1952 R
Grand Coulee Dam Commemorative, Series 1952 ioioiaaomaa
17gth Annijversary of the Arrival of Marquxs de Lafayette in America Commemorative,
OTieS 1052 oL
Mount Rushmore National Memorial Commemorative, Series 1952
United States Postage, Air Mail, Series 1952 - it oiiaaia el

OWwW WWwwWw W www

@

Other new issues of stamps produced during the year included
the $2.00 Federal migratory bird hunting stamp, Series 1952-53;
$50.00 special tax-wagering tax stamp; six denominations of docu-
mentary stamps, new design; and three denominations of docu-
mentary stamps, modified new design. In June 1952, orders were
received from the Bureau of the Public Debt, for new United States
savings bonds, 1952 design, for Series E, Series H, Series J, and
Series K. New models and layouts were prepared and considerable
original engraving and plate making were required because of changes
in the face and back of the bonds. By the end of June, 1,500,000 of
the new Series E bonds had been delivered.

Production

Deliveries of finished work during the fiscal year 1952 totaled
834,899,736 sheets, an increase of 30,979,938 sheets or approximately
4 percent, as compared with the quantity delivered during the pre-
vious fiscal year. A comparative statement of deliveries of finished
work in the fiscal years 1951 and 1952 follows:

1
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Sheets - )
Face value
Class 1959
1951 1952
Currency: '
United States notes.. .o .o il 4, 080, 000 4. 125, 000 $202, 140, 000
Silver certificates. .- 125,920,000 | 129, 204, 000 2, 181, 648, 000
Federal Reserve notes 52, 427, 000 63, 043, 000 8, 939, 600, 000
Specimens: ) .
United States curreney . . coooovoocoeooman oo 17
Federal Reservemnotes. . . . <. oo ... 116
Total. . ... 182, 427,133 196, 372, 000 11, 323, 38R, 000

Depositary

Consolidated Federal farm loan for the 12 Federal
intermediate credit banks___ ... _..

Home Owner’s Loan Corporation: “Obsolete en-
graved stock delivered to destruction eommittee
and destroyed

Puerte Rican

Notes: .
DreASUTY - et i e .
Consolidated, Federal home loan banks
Special, United States International Monetary Fund

SOTIES . o o e aeao_ L
Special, foreign service retirement and disability
fund series. _.. i ooalL
Special, civil service retirement and disability

fund Series. . ... . el
Special, national service life insurance fund series. _.
Treasury bills_ . il
Certificates:
Indebtedness. .......... e e e

Postal savings....... )
Interim transfer, postal 5avmg§ bond. ..l
Debentures:

Collateral trust of the Central Bank for Cooperatwee
Consolidated collateral trust for the Federal inter-

mediate credit banks. s
‘War housing insurance
Mutnal mortgage in surance fu

815 2,070

629,078 678, 458
72,877,000 80, 545, 000
525 |l
______________ 100, 900

1,107, 162
242

1, 516, 690
G4, 550

595, 400

379, 000
94, 667
2,121, 300
1,000

66, 775
59,000

165

140

140

535
1,072, 400
946, 100
1, 232, 000
1, 029, 500
1,000

9, 650

63, 000

7,710
1,475

933, 000
25, 539, 977, 400
5, 206, 625, 000

10, 629, 000, 000
1, 325, 000, 000

5, 075, 000, 000

130, 270, 000, 000 .

63, 709, 000, 000
497, 662, 000 -
854, 912, 250

108, 000, 000

1, 100, 000, 000
62, 925, 000
2 547, 500

Specimens:
ONAS - e
Notes.._._____
Certificates. ..
Debentures
Tota) e 79, 449, 149 85,816,122 | 244, 93R, 062, 150
Number of
stamps, éc.,
1852
Stamps: —_—_—
CUSEOINIS . .ccc oot e e 373, 700 562, 000 5, 620, 000
Internal revenue:
To offices of 18S0€_ il 312,428,048 | 302,719,827 | 22, 552, 926, 985
Obsolete stock delivered to Commissioner of Internal
Revenue for destruetion. .. ... ..o 293, 398 10, 552, 040 285, 311, 372

Specimens.._
Puerto Rican revenue. ...

Obsolete stock delivered for destruction
Virgin Islands revenue._
United States war savin
Postage:

United States. ... __...._..__._.

Spoclmens United States

Canal Zone
Adhesive pdstalnote_._.......
District of Coluimbia beverage tax
TFederal migratory bird hunting
FPoreign service fee..._._.._...
Passenger baggage. .
Slaight lock seals

550 80 000

641, 960 246, 077 95,859, 800

© 200,032,947 | 210,456,621 | 22, 367, 455, 730
36 18 3,630

89, 607 17,250 6, 900, 000
587.821 |oooot e

919, 300 1,022, 400 51,120,000
2,075 21, 325 2,388, 400
15,995 15,904 1, 590, 400
.............. 840, 000 4, 200, 000
_ 3,704 200, 016

518,139,663 | 527,920,957 | 45,463, 592, 108
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Sheets F .
N . Face value,
 Class - 1952
1951 1952
Number of
stamps, etc.,
1962
Miscellaneous: —
Checks. - oooiiiiiiaaas S 11,182, 980 12, 805, 709 64,012, 730
[T 3 i T I 1, 585, 143 1, 84¢, 990 1, 840, 990
Commissions. . y - 230, 954 218, 736 218, 736
B33 03 5 2 1 S SO PSPEY ISR, 953 953
Drafts. oo oo ce oo 6, 000 250 250
Government requests for transportatlon - 1, 063, 668 785,320 3, 926, 600
Warrants .. oo e memme el 24,430 | ool
Other miscellaneous. 9, 810, 511 9,134,809 9, 134, 809
SPECIMENS & oo e ccccmcemm——ean 167 589 7,074
Military payment orders ... oo occocccia e cee e e e 3,300 16, 500
23,903, 853 24, 790, 656 79, 158, 642
.| 803,919,798 | 834,899,735 |- ooocoaeaio.

Fiscal Service—BUREAU OF;ACCOUNTS }

The Bureau of Accounts is responsible for numerous fiscal activities
or operations, most of which are Government-wide in scope, and which
are required pursuant to acts of Congress or executive orders. These
include the establishment of amounts of appropriations made by Con-
gress to the various departments and agencies through the issuance of
appropriation warrants; the maintenance of the central accounts of the
Government relating to revenues, appropriations, and expenditures for
the departments and establishments; and the covering of moneys
into the Treasury and authorizing their withdrawal therefrom.

An annual report to the Congress entitled The Combined Statement
of Receipts, Expenditures and Balances of the Unitéd States Government
is prepared by the Bureau;in this report receipts are classified whenever
practicable by districts, States and ports of collections, and expendi-
tures are classified under each separate head of appropmamon Other
financial reports are prepared for the information of the President, the
Congress, and the public with regard to the results of the ﬁnancml
operations of the Government.

The Bureau participates in the Joint Accounting Program of the
Comptroller General, the Secretary of the Treasury, and the Director
of the Bureau of the Budget for the improvement of over-all Govern-
ment accounting and financial reporting. The Bureau is responsible
for the technical supervision of accounting systems and procedures and
the coordination of matters relating to accounting and financial
reporting within the Treasury Department.

Other responsibilities are: Disbursing functions including certain
collections, with a few exceptions, for the civil establishments of the
executive branch of the Government; the handling of investments of
various trust-and other funds for the Secrctary of the Treasury; the
maintenance of records relating to authority of Government corpora-
" tions and agencies to borrow from the Treasury and loans made to
such agencies; the negotiation of loan agreements with the various
corporations and agencies; the supervision of the Federal depositary
system including deposit of withheld income, social security, and rail-
road retirement taxes; approval of surety bonds and determination of
underwriting qualifications of surety companies authorized to do
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business with the United States; the accounting, billing, and collecting
for lend-lease articles transferred and surplus property sold to foreign
governments; and the handling of a varety of claims under various
acts of Congress including payment of international claims.

Accounting, reporting, and related fiscal matters

The accounting staff of the Bureau was engaged during the year in
the development of improvements in accounting and reporting
within the framework of the Budget and Accounting Procedures Act
of 1950 (31 U. S. C. 1-66¢). The most important are deseribed in
the following paragraphs.

Accounting systems of the Treasury Department.—Technical assist-
ance was gwen in improving the accounting systems or in solving
problems in the following areas.

The work with respect to the formalization of procedures and solu-
tion of problems under the new accounting system, installed on July 1,
1951, in the Bureau of Engraving and Printing, was completed durlng
the year. '

A’ survey was made of the accounting system and procedures in
the Bureau of Narcotics, and recommendations for 1mprovements
were placed in effect.

A joint project was commenced by representatives of the Treasury,
the General Accounting Office, and the Bureau of Internal Revenue,
involving a comprehensive study and appraisal of all internal revenue
accounting operations, with the long-range objective of finding the
most economical and effective system.

A project was started looking toward simplification of the pro-
cessing of Government deposits and checks through general deposi-
taries. If successful this will eliminate the handling of numerous
documents each day in the Office of the Treasurer of the United States.

Representatives of the Bureau collaborated with departmental
representatives in giving assistance to the various bureaus and offices
of the Treasury in the program for integration of the budgeting and
accounting systems and in the formulation of procedures for adminis-
trative control over the expending of appropriations required by
regulations set forth in Treasury Department Circular No. 880, of
January 2, 1951. (See exhibit 54, page 661 of the 1951 annual report ).

Government-wide GCCOUNting and related Jiscal matters.—Representa~
tives of the Bureau collaborated in the Joint Accounting Program of
the Comptroller General, the Secretary of the Treasury, and the
Director of the Bureau of the Budget for improving accounting gener-
ally in the following principal areas.

Joint Regulation No. 3, issued by the General Accounting Office
and the Treasury Department was amended December 21, 1951, to
extend the procedure therein for making certain deposits immediately
available for expenditure without warrant action, to civil service
retirement deductions on payrolls paid by disbursing officers of the
Division of Disbursement, Treasury Department. (See exhibit 43.)

There was developed for application by all executive agencies whose
operations would be benefited and simplified, a procurement and pay-
ment procedure for small purchases utilizing imprest funds. The
procedure was issued under a joint regulation of the General Services
Administration, the Treasury Department, and the General Account-
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ing Office on March 10, 1952, simultaneously with the issuance of
Treasury Department Circular No. 900 relating to the form of bond
to be used by imprest-fund cashiers. (See exhibit 44.) These
regulations were -promulgated in the Treasury Department by
Treasury Department Circular No. 908 of May 14, 1952. (See
exhibit 44.)

A study was inaugurated to analyze and appraise the entire civilian
payroll system of the Government with the view of determining the
most economical and efficient methods for general application.

The savings and improvements in the issuance, clearance, payment,
and reconciliation of checks, made possible through the use of punched
card checks, resulted in the establishment of a project for the develop-
ment of plans and recommendations for the maximum use of this form
of check.

A procedure was developed with the General Accounting Office
whereby the authority of Treasury disbursing officers to effect cancella-
tion of checks directly in their accounts has bieen considerably broad-
ened. This has eliminated certain overlapping and duplication, has
strengthened internal controls in the payment and related check-
claim processes, and has increased efficiency in check processes and
accounting.

In line with the improvements in accounting already made and
going forward on a broad front, a long-range program has been
nstituted with the Bureau of the Budget to examine and appraise
such changes in relation to the Budget Document, the Combined State-
ment of Keceipts, Expenditures and Balances of the United States
Government, and the Daily Statement of the United States Treasury.

Daily Statement. of the United States Treasury.—Effective November
30, 1951, classifications in the daily Treasury statement were revised -
to show expenditures by titles under the major activities relating to
the Mutual Security Act of 1951 (65 Stat. 373). These classifications
in the statement issued daily show expenditures by major activity only.
In the mid-month issues, expenditures contain additional components
by areas and names of principal spending agencies under each activity.
Further revisions of classifications were put into effect July 1, 1952,
principally to show expenditures under certain organizations not
-previously reported. Basically, neither the methods of reporting
transactions nor the format of the daily Treasury statement changed
during the fiscal year.

General operations and management improvement

During the fiscal year the operations of the Bureau were continued
by the same organizational units as in 1951, as described in the follow-
ing paragraphs.

Disbursement operations.—The Division of Disbursement provides
disbursing, collection, and savings bond issuance facilities for all
executive departments and agencies except the Post Office Depart-
ment, United States Marshals, the Panama Canal, the Department of
Defense, and certain Government corporations. The Division pro-
vided these services through 27 regional disbursing offices located in
the continental United States; Juneau, Alaska; Honolulu, Hawaii;
San Juan, Puerto Rico; Manila, Philippine Islands. The number of
regional disbursing offices was reduced to 26 on June 30, 1952, when
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the regional office at Columbus, Ohio, was discontinued. Additional
assistant disbursing officers and agent cashiers were designated at
strategic points in foreign countries throughout the world to provide -
expanded facilities and improved methods for making disbursements in
foreign countries, and more rapid and satisfactory transaction of
Government business. The number of payments, collections, and
savings bonds issued by the Division of Disbursement in its central
and regional offices during the fiscal years 1951 and 1952 are as follows:

Number

Classification |
.Fiscal year | Fiscal year
1951 1952

Payments (checks and cash):
Social secturity - e aeas 42,988, 376 53, 841, 576
Veterans’ benefits____.._. 74,0565, 585 68, 731, 512

Special dividend program 2, 227,-541 7,613,719
Taxrefunds_ . ... _._._- 31,189, 245 28,935, 941

: Other. ... S| 29,411,723 30 420, 622
Collection items. - i - 5,728, 583 6, 136, 741
Savings bonds issued to Federal employees in payroll savingsplan__.______.__ 2,426, 348 2,440, 387
Ot - c oo e et eeee oL 188,027,401 198,120, 498

Federal depositary system.—The Division of Deposits is responsible
for the administrative work relating to the designation and supervision
of depositaries throughout the United States and in foreign countries.
A large volume of requests was received by thé Treasury from the
Depal tment of Defense during the fiscal year 1952 for the establish-
ment of depositary facilities at locations in the United States, its
Territories and possessions, and in other parts of the world (I) to
furnish payroll cash to disbursing officers, (2) accept deposits to the
credit of the Treasurer of the United States, (3) maintain militaiy
organizational accounts, and (4) provide limited banking facilities at
mulitary posts and reservations.

During 1952 the bank draft depositary system was extended to a
number of collection districts of the Bureau of Internal Revenue.
Under this system arrangements were made for approximately 100
division offices of the Bureau of Internal Revenue to use bank drafts
in remitting collections for subsequent deposit to the credit of the
Treasurer of the United States. The bank draft system was also
placed in use for the Bureau of Prisons, Department of Justice, at
several locations.

During each of the quar L(,lly tax collection penods in 1952 the
Treasury followed a special arrangement adopted in March 1951 as
an aid in alleviating strain on bank reserves. Under this new proce-
dure special depositaries of public moneys (designated under the pro-
visions of Treasury Circular No. 92) were permitted to accept for
deposit in their Treasury tax and loan accounts funds representing
checks of $10,000 or -rore received by collectors of internal revenue
on account of income taxes, excess profits taxes, and interest or penal-
ties, including deficiencies "and payments of ostimated taxes. As a
result, there is no immediate impact on bank reserves resulting from
the heavy payment of taxes, since the commercial banks involved
simply transfer funds from the taxpayers’ accounts to their accounts

221052—53——10
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with the Treasury and the Treasury withdraws such moneys as it may
need for current disbursement over a period of time.

Government losses in_shipment.—The reported value of shipments
made by Government departments and agencies under coverage of the
Government Losses in Shipment Act, as amended (5 U. S. C. 134-
134h), amounted to $516,192,569,299 in the fiscal year 1952 as com-
pared with $467,215,212,742 in the fiscal year 1951. Payments
from the fund durmo the year, including $35,106 on account of
redemption cases of United States savings bonds and armed forces
leave bonds, amounted to $36,615. Recoveries amounting to $7,902
were deposited to the credit of the fund during the fiscal year 1952,
leaving the net expenditure of $28,714 for losses. The cumulative
amount of estimated insurance premium savings to the Government
from the inception of the act in 1937, based on rates in effect at that
time, totaled $39,730,760. Further information concerning the
opera‘mon of this self-insurance plan by the Government will be
found in tables 101 to 105.

Investments of trust and other funds.—The Secretary of the Treasury
is responsible under various provisions of law for the investment of
certain trust and other funds. The Division of Investments handles
the administrative work relating to.such investments. Table 44
shows the various accounts for which the investments are made.

Wathheld foreign checks.—As of June 30, 1952, delivery of Govern-
ment checks to payees residing in certain foreign areas has been
prohibited for the following locations: Albania; Bulgaria; Commu-
nist-controlled China; Czechoslovakia; Estonia; Hungary; Latvia;
Lithuania; Poland ; Rumania; the Union of Soviet Socialist Republics;
Germany, Soviet Zone of Occupation; and Germany, Soviet Sector of
Berlin. Copies of amendments dated February 19, 1951, and April
17, 1951, to Treasury-Department Circular No. 655, appear as ex-
hibit 55, page 669,.in the 1951 annual report. .

-In addition, delivery of checks to Nationals of Communist China
and North Korea is prohibited by foreign assets control regulations
issued by the Secretary of the Treasury under date of December 17,
1950, except to the extent that delivery has been authorized by
approprmte license.

Surety companies—Under the act of Congress, approved July 30,
1947 (6 U. S. C. 8), the Secretary of the Treasury issues certificates
of authority to corporate surety companies to qualify them as sureties
on bonds -and other obligations in favor of the United States. A list
of the companies which are acceptable as sureties with information
as to the extent and with respect to their localities is published
annually on or about May 1 by the Treasury.

As of June 30, 1952, there were 136 companies holding certificates
of authority, quahfymcr them as sole sureties on recognizances, stipu-
lations, bonds, and undertakings permitted or required by the laws of
the United States, to be given with one or more sureties. There were
also 8 companies holdmg certificates of authority authorizing them to
act only as reinsurers on bonds in favor of the United States. During
the year certificates of authority were issued to 10 companies qualify-
ing them as sole sureties on Federal bonds and other obligations.

A total of 74,955%f bonds and consent agreements was approved
as to corporate surety by the Treasury during the year, which is an
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increase of 18 percent over 1951. This increase was due primarily to
contract bonds occasioned by the defense program.

Deposits by Federal Reserve Banks under Section 16 of the Federal
Reserve Act, as amended.—The amounts deposited into the Treasury
by the various Federal Reserve Banks representing interest levied
by the Federal Reserve Board under Section 16 of the Federal Reserve
Act, as amended (12 U. S. C. 414), on the basis of Federal Reserve
notes in circulation during the fiscal year 1952 totaled $277,651,923.
This included deposits for the second, third, and fourth qUarters,
calendar year 1951, and the first quarter, calendar year 1952. Table
9 gives information with respect to comparative figures for prior years.

Management improvement.—Improvements in methods, procedures,
and use of labor-saving equipment resulted in dollar savings estimated
at $473,000 for the fiscal year 1952, or over 3 percent of the total
appropriations provided by Congress for administrative expenses of
the Bureau.

A portion of the savings was the result of improvements initiated in
earlier years, including extension of the use of mechanical equipment in
the preparation of checks and the maintenance of accounts mentioned
on page 91 of the 1951 annual report. New developments contribut-
ing to savings included, among others, a revised procedure for exam-
ination of the accounts of regional disbursing officers, elimination or
revision of certain accounting forms and reports, improvement in.the
procedure of issuing United States savings bonds purchased through
the payroll saving plan, and adoption of electric equipment for account-
ing for general fund revenues. Management projects to improve the
accounting and reporting of appropriations for administrative expenses
and Investment activities of the Bureau were also undertaken.

Employee suggestions .for which awards were made under the
awards for suggestions program produced savings of approximately
$5,000. In order to stimulate interest in the employee suggestions
program, publicity is being given outstanding awards.

A plan was put into effect early in the fiscal year under which some
area of management such as organization, procedures, reports, space,
safety, incentive programs, personnel utilization, and the like 1s given
particular attention each month according to a 'schedule worked out
in advance. In carrying out this activity, the Bureau has used as a
reference the Treasury Department Guide for Appraisal of Operations.

Savings from management improvement were used in meeting
increased workloads, a part of pay increases, and the cost of periodic
within-grade promotlons A total of $230 083 returned to the
Treasury from appropriations for administrative expenses of the
Bureau 1s also attributed to management improvements.

Treasury loans, capital subscriptions, donations, contributions, interest, and
dividends

The Treasury made cash advances of $5,194,482,049 in 1952 to
Government corporations and agencies that are authorized to borrow
money for operations. Repayments and refundings to the Treasury
of $4,201,102,814 and cancellations of indebtedness amounting to
$454, 162 507 as authorized by law, resulted in net advances by the
Treasury of $539,216,728.. The Treasury held $9,635,881,038 of
bonds and notes issued by Government corporations and agencies as
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of June 30, 1952. Information relating to obligations held by the
Trgasury and transactions during the year are shown in tables 66, 67,
and 68
. Capital stock of Government corporations held by the T reasury
decreased by $20,716,000 during the fiscal year 1952 as a result of cash
payments in the amount of $21,7 16,000 and additional sybscription
of $1,000,000. Cash payments of $3,000,000 were made also on
capltal stock owned by the Governmcnt but held by the Department
of Agriculture.

During the fiscal year 1952, dividends, interest, and_like payments
received from Government corporatlons and othcr enterprises in

which the Government has a financial interest amounted to
$230,030,556. Detailed information concerning these payments is
shown in_table 78. The following paragraphs describe certain trans-
actions of general interest relating to capital subscriptions, loans, and
similar items.

The Defense Production Act of 1950 —Section 304 (b) of the Defense
Production Act of 1950, as amended (50 U. S. C. Supp. IV War App.
2094), authorizes the President to utilize the facilities of certain
0”ovemmcntal agencies in carrying out the defense functions assigned
pursuant to Sections 302 and 303 of the act. Under Executive Orders
Nos. 10161, 10200, and 10281 various. allocations were made against
the authorization contained in the act to borrow from the Treasury
not to exceed in the aggregate $2,100,000,000, an increase during 1952
of $500,000,000. During the fiscal year ‘the Treasury accepted
$617,7 64,855 face amount of notes and made advances to authorized ,
agencies in the amount of $242,660,935. Repayments totaling
$5,100,000 were received resulting in total net advances made by the
Treasury to agencies of $237,560,935. As of June 30, 1952, the
Treasury had accepted $955,164,855 face amount of notes against
which there was due $395,460,935 representing net advances.

Mutual Security Agency.—The functions and responsibilities of the
Administrator for KEconomic Cooperation Administration were
transferred to the Director for Mutual Security by Section 502, sub-
section (b—-2) of the act approved October 10, 1951 (65 Stat. 378)

Pursuant to the act of June 15, 1951 (65 'Stat. 70), the Treasury
accepted an additional note of the Director for Mutual Security in the
amount of $27,254 316. As of June 30, 1952, the Treasury had ac-
. cepted $200, 000 000 face amount of guaranty notes and $1,212,054,316
face amount of loan notes.

The terms of the agreement between the Mutual Security Agency
and the Treasury Depeu tment provide that the notes constitute alloca-
tions against which the Export-Import Bank of Washington may
draw as funds are required. As of June 30, 1952, the Bank had
drawn $2,522,389 against the guaranty notes and $1,147,531,371
against the loan notes, and repaid $12,389 of the amount drawn
against the guaranty notes, and repaid $78,455 against the loan notes,
leaving $2,510,000 of guaranty notes and $1,147,452,916 of loan notes
held by the Treasury as of that date. Balances of $197,477,611 of
guaranty notes and $64,522,945 of loan notes on June 30, 1952 were
available to the Export- Impoxt Bank.

Housing and Home Finance Agency.—Since the Federal National
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Mortgage Association and the function of making loans for pre-
~ fabricated housing were transferred in September 1950 from the
Reconstruction Finance Corporation to the Housing and Home
Finance Agency, the operations of the Federal National Mortgage
Association have been financed by notes of the Housing and Home
Finance Administrator accepted by the Secretary of the Treasury. As |
of June 30, 1952, the Treasury held notes of the Administrator of the
Housing and Home Finance Agency in the amount of $2,075,779,115
for subsequent advances to the Federal National Mortgage Associa-
tion, of which there were loans outstanding in the amount of $2,037,-
893,115. On August 8, 1951, the Board of Directors of the Federal
National Mortgage Association declared a dividend of $29,000,000 out
of the retained earnings as of June 30, 1951, payable on August 31,
1951, to the Housing and Home Finance Administrator. On August
31, 1951, the Administrator deposited this dividend of $29,000,000
into the United States Treasury. i

Notes of the Administrator of the Housing and Home Finance
Agency for “prefabricated housing” in the amount of $40,170,297 were
accepted by the Secretary of the Treasury through June 30, 1952,
against which there were loans outstanding in the amount of $32,170 -
297.

Pursuant to the provisions of the act approved July 15, 1949 (42
U. S. C. 1452(e)), notes of the Administrator of the Housing and Home
Finance Agency for “slum clearance” in the amount of $25,000,000
were accepted by the Secretary of the Treasury through June 30, 1952,
against which there were loans outstanding in the amount of $10,000-
000 (not including $2,000,000 repaid during the fiscal year).

- Pursuant to the provisions of the act approved April 20, 1950 (64
Stat. 78), notes of the Administrator of the Housing and Home Finance
Agency for “housing loans for educational institutions” in the amount
of 5,000,000 were accepted by the Secretary of the Treasury through
June 30, 1952, against which there were loans outstanding in the
amount of $2,000,000.

Federal home loan banks.-—Repayments in the amount of $10,000,000
were received in July of 1951, which completed the retiremént of all
capital stock held by the Treasury. Dividends amounting to $62,500
on capital stock holdings of the Treasury in Federal home loan banks
were deposited in the Treasury during the fiscal year 1952 as miscel-
laneous receipts. A statement showing dividends and stock repay-
ments by banks appears as table 76..

Federal Savings and Loan Insurance Corporation.—In accordance
with Section 402 of the National Housing Act, as amended (12 U. S. C.
1725 (h)), the Corporation on July 24, 1951, retired capitdl stock held
by the Treasury in the amount of $6,716,000, leaving a balance of
$93,284,000. The Corporation also paid to the Treasury $1,875,000
representing interest on its capital stock at 1% percent on $100,000,000
par value capital stock held by the Treasury during the year ending
June 30, 1951. : :

- Home Owners’ Loan Corporation.—During the fiscal year 1952, the
liquidation of the Home Owners’ Loan Corporation was completed.
Pursuant to Public Law 137, 82d Congress, approved August 31, 1951,
the Corporation transferred $75,000. of its surplus funds to the Home
Loan Bank Board to take care of matters that may arise following the
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close of the Corporation’s operations. On December 26, 1951, the
Corporation deposited the balance of its cumulative surplus funds,
which amounted to $193,589, into the United States Treasury.

The cumulative income reported by the Home Owners’ Loan
Corporation from beginning of operations totaled $1,417,135,195,
while its operating and other expenses before losses were $1,065,049,900,
which resulted in a net operating income of $352,085,296. Liosses of
$338,016,707, of which $336,548,216 represented losses on property
sales, produced a net profit of $14,068,589, after all acquired properties
had been sold, all mortgage loan and vendee accounts had been paid
in full or realized upon by sale or assignment, all investments and other
assets had been realized on, and all liabilities had been liquidated.
Of the net profit of $14,068, 089 all but the $75,000 retained by the
Home Loan Bank Board for final l1qu1dat10n expenses has been
deposited into the Treasury.

Commodity Credit Corporation.—Under the act of March 8, 1938, as
amended (15 U.S. C. 713a-1), the Secretary of the Treasury is requlred
to make an appraisal as of June 30 of each year of the assets and
liabilities of the Commodity Credit Corporation to determine the net
worth of the Corporation. In the event that any such appraisal shall
establish that the net worth of the Corporation 1s ‘less than
$100,000,000 the Secretary of the Treasury is t0 submit an estimate
and recommend that the Congress appropriate the funds necessary
to restore the capital impairment. In the event that any appraisal
shall establish that the net worth of the Corporation is n excess of
$100,000,000 such excess shall be deposited by the Corporation in the
Treasury as miscellaneous receipts. The act approved December 6,
1945 (59 Stat. 599), requires the Comptroller GGeneral to make an
annua) audit of the financial transactions of the Corporation and to
furnish a copy of the audit report to the Secretary of the Treasury for
consideration in appraising the assets and lLabilities for determining
the net worth of the Corporation in accordance with the provisions of
the act of March 8, 1938, as amended."

A statement showing restorations of capital impairment by ap-
propriations or by cancellation of obligations of the Corporation
covering those years for which the appraisal determined that the net
worth of the Corporation was less than $100,000,000, together with the
appraisal dates and amounts of deposits into the Treasury for those
years when the appraisal established that the net worth of the Corpo-
ration was in excess of $100,000,000 appears in table 73.

The liabilities and capltal of the Corporation on June 30, 1951,
exceeded the value of assets as determined by the Secretary of the
Treasury by $109,391,154. The Department of Agriculture Appropri-
ation Act of 1953, approved July 5, 1952, appropriated that amount
to enable the Secretary of the Treasury to restore to the Corporation
the amount of its impaired capltal as determined by appraisal of June
30, 1951.

The net charge against the Treasury for capital impairment from the
inception of the Corporatlon including $109,391,154 under the act of
1953 covering the appraisal as of June 3() 1951, amounted to
$2,494,919,662.

The 1953 act also directs the Secretary of the Treasury to cancel
notes issued by the Corporation to the Secretary of the Treasury in the
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amount of $182,162,250. This amount represents net costs to the
Corporation during the fiscal year 1951 for operations conducted under
the International Wheat Agreement Act of 1949 (7 U. S. C. 1641).

The 1953 act also directs the Secretary of the Treasury. to discharge
indebtedness of the Corporation to the Secretary of the Treasury by
canceling notes of the Corporation to the Secretary of the Treasury in
the amount of $11,240,532 for funds transferred and expenses incurred
under the Agncultural Research Administration through the fiscal
year 1951 pursuant to authority granted in the Department of Agri-
culture Appropriation Act, 1951 (64 Stat. 661), relating to the Eradica-
tion of Foot-and-Mouth Disease program.

. The Corporation paid into the Treasury durmg the fiscal year 1952
$1,875,000 as interest on its capital stock.

Production credit corporations.—During thée ﬁscal year 1952 the
production credit corporations returned $3,000,000 to the Treasury
Department through the Department of Agriculture This repay-
ment, together with repayments made in previous years, reduced
the amount of capital stocked owned by the Government as of June
30, 1952, to $36,235,000.

Federal intermediate credit banks.—Pursuant to the requirements

contained in the Agricultural Credits Act of 1923, as amended (12
U. S. C. 1072), the Federal intermediate credit banks deposited
.$299,524 in the Treasury during the fiscal year 1952. The act
requires each credit bank at the end of each fiscal year, after all
necessary expenses and costs of operation for the year have been paid
or provided for, to apply its remaining net earnings to (1) making
up any losses in excess of reserves, (2) eliminating capital impair-
ment, (3) creating reserves against unforeseen losses, and (4) paying
25 percent of the amount then remaining to the United States as a
franchise tax.

Federal Farm Mortgage Corporation.—Pursuant to Public Law 135,
82d Congress, approved August 31, 1951, the Federal Farm Mortgage
Corporation paid dividends of $14 000, 000 into the Treasury during
the fiscal year 1952. This sum was credited as miscellaneous receipts
in the general fund.

Reconstruction Finance Corpération. — The act of May 25, 1948 (62
Stat. 261), requires an annual payment, within six months after the
end of each fiscal year, of the amount by which its accumulated net
income exceeds $250,000,000.. Under this provision, the Corporation
paid into the Treasury on December 29, 1951, as miscellaneous re-
ceipts, a dividend on its capital stock amounting to $16,345,812.

Under the act of June 30, 1948 (62 Stat. 1187), the Secretary of
the Treasury was authorized to cancel notes of the Reconstruction
Finance Corporation in an amount equal to costs incurred by the
Corporation subsequent to June 30, 1947, for handling, storing, proc-
essing, and transporting critical materials to stockpiles. No notes
were canceled - during 1952. Recoveries less related expenses of
national defense, war, and reconversion costs in the amount of
$113,609,841 were deposited in the Treasury as miscellaneous receipts
durmg the fiscal year 1952, as required by the act.

A statement showing all cancellations and recoveries by the Treas-
url))f1 on notes of the Reconstruction Finance Corporation is shown in
table 74.
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Expori-Import Bank of Washington.—On July 31, 1951, the Export-
Import Bank of Washington paid a dividend of 2 percent on its
outstanding capital stock pursuant to a resolution of its Board of
Directors. This dividend, amounting to $20,000,000, was paid out of
net earnings of the Bank for the fiscal year ending June 30, 1951,
"The payment was credited to miscellaneous receipts in the general
fund.

Smaller War Plants Corporation.—The Reconstruetion Finance -
Corporation, as the liquidation agency, paid $5,000,000 into the
Treasury for retirement of capital stock of the Smaller War Plants
Corporation. This payment reduced the amount of such stock held
by the Treasury as of June 30, 1952, to $39,400,000.

Donations and contributions.—Included in donations received during
the fiscal year there were received from a taxpayer amounts of
$22,413, $25,051, and $34,179 representing a voluntary return of
tax refunds for the fiscal years 1943, 1944, and 1945, respectively.
The total amount of donations credited to the general fund of the
Treasury in the fiscal year was $124,683. ‘‘Conscience Fund”
contributions to the general fund in the fiscal year amounted to
$39,501. Among conditional donations to trust funds, specifically
authorized by law, a donation of $50,000 to the Library of Congress
was deposited in the Library of Congress Permanent Loan Trust
Account. This donation was for the purpose of sponsoring presenta-.
tions of great literature. '

Liquidation of railroad obligations.—During the year the Treasury
received $11,385,555 representing proceeds from the sale of securities
of the Seaboard Air Line Railway Company which were acquired
under Section 210 of the Transportation Act of 1920-(41 Stat. 462 and
468). The Treasury also received during the fiscal year 1952 four
payments totaling $202,326 representing interest and dividends on
securities acquired by the United States in connection with loans which
were made to railroads. ‘A statement concerning the liquidation of
railroad obligations appears as table 77.

International obligations

Credit to the United Kingdom.—Under the terms of the financial
agreement, dated December 6, 1945, between the United States and
the United Kingdom, loans were made by the United States to the
United Kingdom amounting to $3,750,000,000. Repayments on .
the loans, together with interest at the rate of 2 percent, are to be made
annually beginning December 31, 1951. The first repayment of the
Government of the United Kingdom was made on December 31, 1951,
in the amount of $119,336,250, of which $44,336,250 applied to prin-
cipal and $75,000,000 to interest on the loan.

Payments by Finland on World War I indebtedness.—The act of
August 24, 1949 (63 Stat. 630), provides that amounts paid by Finland
under the funding agreement of May 1, 1923, and the moratorium
agreements of May 1, 1941, and October 14, 1943, shall be placed in a
special deposit account which shall be available to the Department of
State to finance educational and technical instruction and training
in ‘the United States for citizens of Finland, American books and
technical equipment for institutions of higher education in Finland,
and participation of United States citizens in academic and scientific
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entupnses in Finland. Dunng the fiscal year 1952 the Treasury
made available to the Department of State $396,179 received in pay-
ment of Finland’s indebtedness.

Indebtedness of World Wars I and IT—As of July 1, 1952, the in-
debtedness to the United States from foreign 0fovernmants accruing
from World War I amounted to $16.7 billion, p11n01pal and interest,
and the amounts receivable under active aglecments with forelcrn
lcvfﬁremments in connection with World War IT amounted to $2 4
* billion

The indebtedness of foreign oovemments to the United States, as
of July 1, 1952, arising from World War I amounted to $11,434, 554 -
559 on account of principal and $5,279,247,730 on account of interest.
These amounts do not include the World War I indebtedness of
Germany, the principal of which amounts to $1,225,023,750 on the
basis of the par value of the reichsmark as of June 23, 1930. Tables
113 and 114 show the status of World War I indebtedness.

Foreign governments’ indebtedness to the United States arising
from World War IT represents amounts receivable on lend-lease settle-
ment agreements (collections on which are being handled by the -
Treasmy), other lend-lease accounts, and surplus property sales -

agreements. As of June 30, 1952, this indebtedness totaled $2,393,-

920,356 and includes $291, 215 173 due the United. States for the value
of silver transferred to foreign governments under the lend-lease
program which is to be repaid in kind. Details of this indebtedness
by countries are shown in table 115. Final settlement agreements
have not been reached with all foreign governments.

United States dollar collections made by the Treasury from foreign
governments for reimbursable supplies and services furnished under
lend-lease and reciprocal aid agreements and surplus property sales
agreements negotiated by the Department of State during the fiscal
yvear 1952 amounted to $64,099,338, bringing the total collections to
$656,071,461.

The accounts of foreign governments under lend-lease and surplus
property were credited with - foreign currency payments having a
United States dollar equivalent of $33,436,361. - :

After making adjustments for credits reported by procuring agencies
during 1952, articles and services furnished under agreements as
authorized by the Lend-Lease Act, as amended (22 U. S. C. 412),
amounted to $50,232,453,376 between March 11, 1941, and June 30,
1952.

Articles and services furnished by foreign governments to the
United States up to September 2, 1945, under reverse lend-lease
amounted to $7,819,322,791. Between March 11, 1941, and June 30,
1952, funds received from foreign governments amounted to $1,876,—
973,792. Of this amount $1,391,182,635 has been covered into the
Treasury as miscellaneous receipts; $221,482,357 net has been allo-
cated tO the procuring agencies under the cash reimmbursement program
after taking into account a decrease in allocations of $35,347; $174,-
201,233 has been returned to foreign governments; $88,299,000 was
reappropriated to the President by the act of June 30, 1944 (58 Stat.
627); $1,578,333 was reimbursed to other agencies; and the remainder
of $230, 235 1s being held in the Treasury pendmg final settlement of
certain accounts.
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Foreign currencies.—The Treasury provides central facilities for the
custody and disposition of excess foreign currencies that have been
acquired by certain agencies of the United States in connection with
sales of surplus property, lend-lease goods, Mutual Security Agency
counterpart and guarantee funds, and other operations in foreign
countries. These currencies are sold to various other Government
agencies for United States dollar equivalent which is deposited as
miscellaneous receipts. During the fiscal year 1952, the deposits
amounted to $47,081,936. Section 32 (b) of the Surplus Property
Act of 1934, as amended (50 U. S. C. 1641 (2)), and the act approved
September 27 1950 (64 Stat. 1059), provided for the use of such
foreign currencies for educational exchange programs and for inter-
national information and educational activities conducted between
the United States and certain foreign countries. The currencies in the
following statement were delivered in the fiscal year 1952 to the
Department of State without recelpt of the equivalent amount in
Uniteéd States dollars.

Country . Foreign currency &?ﬁ’rvgﬁﬁg

Australia. o e me e 32,000 pounds._ . ... R, $103, 296. 00
Austria._.__. : ___| 82,475,000 schillings_.__________________ 3,172,115.39
Belgium.____ —--| 7,500,000 franes .. oo oL _.o___ 150, 000. 00
Denmark._._.._.._.. .| 759,578 kroner ... ______________.___.__ 109, 970. 00
Egypt (bulk sales) ...._...__.... ---| 138,864,000 pounds. ... 400,000. 00
France (account No. 3)__.._._.. —--] 349,975,000 francs. .. o.oooooooooo 1,000, 000. 00
Qreat Britain (account No. 2)__ .1 357,301 pounds. . ______________._______ 1, 000, 000. 00
Greece. o ooooo_o_.. ---| 6, 000 000,000 drachmas ..... 400, 000. 00
India. 1 903 ) TUPERS oo o ececccmcmemaeea 399,725.71
Iran. | 5, 850 000 TS . 119, 677. 51
Iraq. N 23,141,966 dinars. ..o ooo... 65, 000. 00
Ttaly 889,062,500 lire. --| 1,422, 500.00
Japan.._.... 135,261,720 yen 375,727. 00
Netherlands. —-| 950,000 guilders... 250, 000. 00
New Zealand .--| 41,053 pounds._.._. 115, 000. 00
Norway.-. ... .--| 1,607,142 kroner- _ . 225, 000. 00
Pakistan._._ _.-| 825,000 rupees. .o ... ... 250, 000. 00
Philippines._. _| 803,000 pesos._ ..o ... 400, 000. 00
Thailand.- ... .| 4,255,750 bahts_ ... ___ . . ... 200, 000. 00
TUrkeY oo o 594,384 pounds. - - ..o 212, 280. 00

B+ P A 10, 370, 291. 61

The amounts of foreign currencies held by the Treasury on June 30,
1951, transactions during the fiscal year, and balances on June 30,
1952 in foreign currencies and approx1mate United States dollar
values are shown in table 112. '

Bonds of the Republic of the Philippines.—The Republi¢ of the Phil-
ippines made a payment, on October 23, 1951, of $4,051,000 to the
United States Government. This represented the final payment by
the Philippines to the Special Trust Account established in the
Treasury under the Philippine Independence Act, approved August 7,
1939 (53 Stat 1229), for the purpose of paying pr1nc1pa,1 and interest
on pre-1934 Phlhpplne Government bonds. The amounts of cash
and investments in the special trust account as of June 30, 1952, are
shown in table 110.

Under date of November 26, 1951 the Philippine Government
exercised its option to call for redemptlon all outstanding bonds of
the following issues: Phlhpplne Islands 4% percent Collateral Loan of
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1926 (1936-1956)—%$151,500—called for redemption on January 1,
1952; Philippine Islands 4% percent Collateral Loan of 1927 (1937-
1957) Camarines Sur—$1,000—called for redemption on February 1,
1952; and Philippine Tslands 5 percent Gold Loan of 1925 (1935—
1955)—$1 840,000—called for redemption on April 1, 1952,

American-Mexican, Claims Commission.—Under the Convention
between the United States and Mexico, dated November 19, 1941,
the Government of the United States of Mexico agreed to pay, and
the Government of the United States agreed to accept, the sum of
$40,000,000 in United States currency, payable in annual installments
of $2,500,000, as the balance due from the Government of the United
States of Mexico in full settlement of the claims of American nationals
as adjudicated;by the American-Mexican Claims Commission. On-
November 19, 1951, the Treasury received from the Government of
the United States of Mexico a further installment of $2,500,000, which
enabled” a further distribution of 6 percent on the principal amount
of each award, making a total distribution of 77.2 percent. A state-
ment of the Mexican claims fund appears as table 106.

Mized Claims Commission, United States and Germany.—The Settle-
ment of War Claims Act of 1928 (50 App. U. S. C. 9), as amended,
provides for deposit into the German Special Deposit Account of
certain funds upon certification by the Department of Justice to the
Secretary of the Treasury of the amounts to be so deposited. During
the year, a further certification of $843,569 was made to the Secretary
of the Treasury for deposit into the German Special Deposit Account
which made these funds available for distribution on the awards of the
Mixed Claims Commission. The number and amount of awards- of
the Mixed Claims Commission certified to the Secretary of the
Treasury, the amount paid, and balance due through June 30, 1952,
appear in table 107.

International Claims Settlement Act of 1949.—The. International
Claims Commission which was established in accordance with the
provisions of the act approved March 10, 1950 (64 Stat. 13), has been
conducting hearings and adjudicating certain claims of the Govern-
ment of the United States on its own behalf and on behalf of American
nationals against foreign governments, arising out of World War II.
At the present time, the Commission is considering claims against the
Government of Panama and the Government of Yugoslavia. The
Treasury Department has been designated as the paying agent for
awards of the Commission. As of June 30, no awards had been
certified for payment.

Litvinoff assegnments.—In February 1952, there was received from
. the Department of Justice the amount of $1 023,732 representing a -
compromise settlement of a number of civil actions brought by the
Department of Justice in behalf of the United States against an Amer-
ican bank to recover surplus deposit accounts of various nationalized
Russian banks and commercial institutions. This action arose out
of the assignments to the United States in 1933 by Serge Ughst,
Financial Attaché and Custodian of Russian Property in the United
States, and by Maxim Litvinoff, Peoples’ Commissar for Foreign
Affairs. The receipt of this amount brings the total of such collectlons
under the assignments to $8,815,744.
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Liquidation of war agencies

Except for the Philippine War Damage Commission, there were
only a few transactions pertaining to the liquidation by the Bureau
of Accounts of the residual fiscal affairs of certain terminated war
agencies.
, “The Philippine War Damage Commission, which was created by-
the Philippine Rehabilitation Act of 1946 (60 Stat. 128), ceased to
function March 31, 1951. Pursuant to a letter from the President of
the United States to the Secretary of the Treasury, dated March 29,
1951, the Treasury Department assumed responsibility, effective
Aprll 1, 1951, for completion of the liquidation of the fiscal affairs of
the Commission. The final liquidation of these residual affairs
involves payment of cutstanding obligaticns, closing accounts, hand-
ling inquiries relative to private and public claims for property loss
in the Philippines during World War II, processing claims for the
proceeds of Philippine war. damage checks which were paid bearing
forged or unauthorized endorsements or for substitute checks to
replace those alleged to have been lost, destroyed, etc., and finally,
‘disposition of records. The inquiries and other correspondence
relating to these matters averaged 235 each month in the fiscal yeal
1952,

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, which includes
the preparation of offering circulars, instructions, and regulations
pertaining to each issue, the issuance of securities and the conduct or
direction of transactions in outstanding issues, the final audit and
custody of retired securities, the maintenance of the control accounts
covering all public debt issues, and the keeping of individual accounts
with owners of registered securities and the issue of checks in payment
of interest thereon. The Bureau of the Public Debt also audits the
redeemed United States paper currency and supervises its destruc-.
tion.

Two principal offices are maintained—one in Washington, D. C.,
for all functions relating to the issuing, servicing, and retiring of
public debt securities except those relating to savings bonds following
their issue to the public; the other in Chicago, Ill., where the functions
consist, of transactions relating to savings bonds after their issue to
the public. In addition to the two principal offices, three field regional
offices, located in New York, Chicago, and Cincinnati, are maintained
{)or the purpose of decentralizing the auditing of redeemed savings
- bonds.

Bureau administration

Management improvement.—During the fiscal year 1952 the Bureau
continued to extend the use of mechanical labor-saving equipment,
and to improve the operating methods. Noteworthy attainments
were the consolidation of the duties and functions of several operating
units; increased use of mechanical accounting equipment in maintain-
ing control accounts; the further improvement of certain operating
procedurcs and the revision or elimination of many forms.

In collaboration with the Office of the Treasurer of the Umted
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States, the procedure involving the receipt and processing of re-
deemed securities from Federal Reserve Banks was revised. The
securities are now forwarded directly to the Register of the Treasury

‘rather than through the Office of the Treasurer of the United States.

In a continuing program to discard those forms which have ceased
to be effective or fallen into disuse, 204 public debt forms were declared
obsolete during the fiscal year 1952. Only 85 new public debt forms
were adopted, including those forms which have been revised.

Several other management projects of major importance progr essed
during the year to near completion and should be installed early in
fiscal year 1953. Still others are in the planning stage with action to

be initiated in the near future.

" Personmel.—On June 30, 1952, there were 3,888 employees on the
rolls of the Bureau of the Public Debt, as compared with 4,494 on
June 30, 1951. Effective November 30, 1951, the functions and the
117 employees of the Division of Sa,vmgs Bonds charged with the
distribution of informational literature on savings bonds, the mainte-
nance of mailing lists, and the conduct of the regular purchase pro-
gram for savings bonds were transferred to the United States Savings
Bonds Division. Effective December 31, 1951, all functions connected
with the examination and audit of distinctive paper mutilated in
process of printing were transferred from the Division of Loans and
Currency of this Bureau to the Bureau of Engraving and Printing,
and the Public Debt unit of 7 employees which had handled this work
was abolished. Other principal changes because of reduced work

-and improved operating procedures were decreases of: 94 employees
in the Division of Loans and Currency and 34 employees in the Office of
the Register, in Washington; 207 employees in the Division of Loans
and Currency and 81 employees in the Office of the Register, in the
Chicago office; and 31 -employees in the regional audit offices.

Bureau operations

The public debt.—A summary of public debt operations handled by
the Bureau appears on pages 66 to 78 of this report, and a series of
statistical tables dealing with the public debt will be found in tables
11 to 29, and 37 to 42.

The pubhc debt of the United States falls into two broad categories:
(1) publicissues, and (2) special issues. The public issues are classified
as’ to marketable obligations, -consisting chiefly of Treasury bills,
certificates of indebtedness, Treasury notes, and Treasury bonds; and
nonmarketable obligations, consisting chiefly of United States savings
bonds, Treasury bonds of the investment series, and Treasury savings
notes.

During the fiscal year 1952 the gross public debt increased by
$3,883,201,970 and the guaranteed obligations held outside the Treas-
ury increased by $16,338,177. An important change in the composi-
tion of the outstandmg ‘debt during the year was the exchange of
$1,174,000,000 involving four issues of bank restricted, marketable
Treasury bonds for a like amount of nonmarketable Treasury bonds,
investment series. Total public debt issues, including issues in
exchange for other securities, amounted to $142 212,081,325 during
1952, and retirements amounted to $138,328,879,355. The following
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statement gives a comparison of the changes during the fiscal years
1951 and 1952 in the various classes of public debt issues.

llncreasez or) decrease
Classification
Fiscal Fiscal
year 1951 | year 1952
In millions of dollars
Interest-bearing debt:
Treasury bonds, investment series_._ . ____ ... 13,572 —480
Treasury savings notes .- —— ~655 -1, 205
U. 8. savings bonds___.____. - 36 113
Marketable obligations - -—17,393 2,490 -
Special 1S5UeS.coocooooaanoC - 2,297 3,086
(16117 O P —216 7
Total interest-bearing debt. . ... maaes —2,358 4,011
Matured and debt bearing no interest. ... _xo . 202 —128

4 —2,135 3,883

United States savings bonds.—These bonds are in registered form and
their issue and redemption represent by far the largest volume of
work for this Bureau. Maintaining both alphabetical and numerical
records of nearly 1.5 billion of these bonds, replacing lost or stolen
bonds, and handling and recording retired bonds involves a con-
siderable administrative task. :

Receipts from the sales of savings bonds during the year were
$3,925,352,925 and accrued discount charged to the interest account
and credited to the savings bond principal account amounted to
$1,207,020,499, a total of $5,132,373,424. Expenditures for redeeming
savings bonds, including matured bonds, amounted to $5,109,304,753.
The amount of savings bonds of all series outstanding on June 30,
1952, including accrued discount and matured bonds, was $57,806,-
934,148, an increase of $23,068,671 over the amount outstanding on
June 30, 1951. Detailed information regarding savings bonds will’
be found in tables 30 to 35, inclusive, of this report.

During the fiscal year 1952, 76.0 million stubs representing issued
bonds of Series E were received for registration, making a total of.
1,456.3 million, including reissues, received through June 30, 1952.
These stubs are sorted alphabetically by name of owner and micro-
filmed, and then are sorted in numerical sequence of their bond serial
numbers and microfilmed, after which the original stubs are destroyed.
The microfilms serve -as permanent registration records. Of the
1,456.3 million Series E bond stubs received as of June 30, 1952,
1,286.7 million have been completely processed and destroyed, leaving
a balance of 169.6 million stubs in process at various stages of comple-
tion. The following table shows the processing, at various stages, of
the registration stubs of Series E savings bonds..
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Stubs of issued Series E savings bonds in Chicago office (in
millions of pieces

Co Alphabetically
Period sorted .
Stubs Alpha- | Numer- |Destroyed
received i . betically | ically after
Restricted| Finesort | filmed filmed | filming
basis prior to
sort ! filming 2
Cumulative through June 30, 1946 .. _____ 1,042.3 958.9 535.4 317.9 | 1,022.1 265.6
Fiscal year:
76.8 120.4 37.9 120.1 | 76.1 152.3
61.7 72.4 323.1 318. 4 66. 2 196.2
66. 2 58.5 290. 5 382.8 58.9 447.4
67.8 9.1 88.1 115.3 5 156.6
65. 5 60. 5 66. 2 63.8 41.7 36.4
76.0 72.2 67.3 57.1 27.5 32.2
Motal. s 1,456.3-) 1,434.0 | 1,408.5. 1,375.4 | 1,293.0 1,286.7

1 Not in complete alphabetical arrangerent but sorted to such a degree that individual stubs can be
located. Includes those stubs fine sorted.
2 Completely sorted.

The audit of retired savings bonds is conducted in the regional
offices of the Register of the Treasury. There were 82.4 million
retired savings bonds of all series received in the regional offices
during the year. Retired bonds are audited and then microfilmed,
after which the bonds may be destroyed. The bonds of all series
received in these offices have been audited, microfilmed, and destroyed
to the extent indicated in the following table.

Retired savings bonds of all series in regional offices (in millions of
pieces)
Period
Bonds Audited Micro- . Balance | Balance De-
received © filmed | unaudited |unfilmed | stroyed
Cumulative through June 30, 1946____ 21.9 19.2 |ooooooao 8.7 209 oo .
Fiscal year:
113.3° 118.4 | __ 3.6 141.2 [o_o__.__.
95.1 94.6 51.7 4.1 184.6 1 ...
85.7 86.8 171.4 3.0 98.9 4.5
84.4 83.0 153.3 4.4 30.0 312.7
92.1 94.2 101.7 2.3 20.4 79.2
82.4 82.8 . 856.2 1.9 17.6 88.6
1 580.9 579.0 563. 3 1.9 17.8 485.0

1 Includes 4.6 million F and G bonds, 11.0 million pieces of reissues, 5.0 million pieces of spoils, and 1.6
million pieces of unissued stock.

After the retired bonds have been audited in the regional offices, a
listing of the serial numbers is transmitted to the Chicago depart-
mental office where the serial numbers are posted to numerical regis-
ters, and the postings are verified. The following statement shows
the status of the posting of all series of retired savings bonds.
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Retired savings bonds of all series in Chicago office (in millions
of pieces;
Period Number of Status of posting

retired

bonds
reported Posted Verified | Unposted | Unverified
Cumulative through June 30, 1946_________ . 454.2 384.0 313.5 70.2 70.5

Fiscal year:

137.9 195.7 256. 5 12.4 9.7
99. 5 105.2 110.8 6.7 4.1
92.5 96. 8 9.9 2.4 6.0
82.6 $1.2 82.2 3.8 5.0
89.8 90.7 93.4 2.9 2.3
85.5 88.1 88.2 .3 2.2
1,042.0 1,041.7 1,039.5 .3 2.2

Of the 76.9 million Series A-E savings bonds redeemed prior to
release of registration and received in the regional offices during the
year, 75.5 million, or 98 percent, were redeemed by over 17,000 paying
agents, who were reimbursed for this service, in each quarter year, at
the rate of 15 cents 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 $9,410,464, which was at an average rate
of 12.46 cents per bond. :

The following table shows the number of issuing and paying agents
for Series A—E savings bonds, by classes.

Post Bu(iilding Crodit Companies
08’ - and sav- redit { operating :
June 30 offices | BAMKS | inecand |unions | payroll |Allothers| " Total
loan ‘plans
Issuing agents
25,420 15,178 1,856 719 2,910 1,320 47,403
25,179 15,178 1, 706 615 3,289 5 46, 572
24, 944 15,205 1,621 565 3,192 595 46,122
25, 060 15, 225 1, 557 522 3,052 550 45, 966
24,720 15,276 1, 551 511 3,071 640 45,769
24,434 15,333 1, 559 503 3,090 594 45, 513
Paying agents
15,176 683 | 140 53 16, 052
15, 527 786 145 -- 50 16, 508
15, 559 863 138 64 16,624
15, 623 874 137 57 16, 691
15,747 922 138 (. 59 16, 866
15,851 976 139 57 17,023

During the fiscal year 1952, 8,550,528 Series G bond interest checks
were issued with a value of $473,812,501. This is a decrease of 161,969

- checks from the number issued during 1951, but an increase of $4,713,-
114 in dolar value. , . o
There were 40,799 applications during the year for the issue of -
duplicates of lost, stolen, or destroyed savings bonds, in addition to
1,906 cases on hand at the beginning of the year, making a total of



ADMINISTRATIVE REPORTS : 145

42,705 cases, of which 10,022 were credit cases referred to Washington
for settlement. In 11,900 cases the bonds were recovered, and in
18,971 cases the issuance of duplicate securities was authorized. On
June 30, 1952, 1,812 cases remained unsettled.

Registered accounts other than savings bonds.—During the year 23,000
individual accounts covering publicly held registered securities other
than savings bonds were opened and 49,000 were closed, making a
total of 317,000 such accounts open on June 30, 1952, covering regis-
tered securities in the principal amount of $21.8 billion. A total of
621,000 interest checks was issued to owners of record during the
year, which was a decrease of 29,000 from 1951.

Armed forces leave bonds.—Through June 30, 1952, armed forces
leave bonds aggregating $2,089,465,000 in face value had been issued
and $2,012,105,000 had been retired, leaving a balance of $77,360,000,
all matured, outstanding on that date. The issues and retiremeénts of
armed forces leave bonds monthly during 1952, on the daily Treasury
statement basis, are shown in table 22. The following statement
shows the issues, retirements, and outstanding for selected periods.

. Outstanding’
Period Issued Retired at end of

period

In thousands of dollars

Oct. 1, 1946, t0 ADL. 30, 1947, oo oo 1,721, 045 38,151 1,682,803 .
May 1, 1947, to Ang. 31, 1947 205, 557 23, 457 1, 864, 993 .
Sept. 1, 1947, to Oct. 31, 1947 __. 90,568 | 11,047 022 908, 540
Nov. 1, 1947, to June 30, 1948___. 63, 866 408, 252 564, 153
Tuly 1, 1948, to June 30, 1949_ ... L IIIIIITTIIITIIITL 7, 490 171,054 400, 589
Tuly 1, 1949, to June 30, 1952 .- _________ 1. 940 324,170 277, 360
LI 2,089, 465 2,012,105 |-_____..___.__

1 Redemption on and after Sept. 1, 1947, at owner’s option, was provided in amendment-to Armed Forces
Leave Act, approved July 26, 1947.
2 Matured.

The total number of armed forces leave bonds issued, including
reissues, through June 30, 1952, was 10,118,677 and the number re-
tired was 9,744,730. Of the total bonds issued, 6,927,881 were issued
by the Army, 2,611,757 by the Navy, 415,354 by the Marine Corps,
157,540 by the Coast Guard, and 6,145 by the Division of Loans and
Currency which now makes all further issues.

Redeemed currency.—On July 1, 1951, the Division-of Loans and
Currency (Washington) had on hand 26,0867 unaudited bundles
(4,000 half-notes each) of United States currency that had been retired
from circulation as unfit. During 1952, 321,108 bundles were received,
an increase of 45,582 bundles from 1951, and 327,574 bundles were
audited, leaving a balance of 19,620 unaudited bundles on hand on
June 30, 1952.

r Revised.

221052—53——11
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The Destruction Committee supervised the incineration of redeemed
canceled currency during the fiscal year as follows:

Class of currency - Pieces Value
Gold certificates. . ..ol , 1 $1,‘431, 580
Silver certificates.___ .- R, 1, 254, 456, 541 1, 757, 705, 828

United States notes. . 45, 105, 504 186, 445, 895
Federal Reserve notes...._.. 352, 529, 775 4,276,473, 775
Federal Reserve Bank notes. 1,012, 708 22, 989, 655
National bank notes......... 255, 214 4,014, 269
Fractional currency 1,038 211

S N O S 1, 653, 420, 905 6, 249, 061, 213

Fiscal Service—OFFICE 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 Govern-
ment 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
issues a monthly statement of the public debt and the circulation
- statement of United States money. , »

Management improvement.—In keeping with the Secretary’s policy,
the Office of the Treasurer actively pursued its mansgement improve-
ment program during 1952. Definite progress was made toward
improving management practices, programs, organization, operations,
and methods which resulted in more efficient operations, better service
to the public, and substantial monetary savings. Savings from these’
sources enabled this office to absorb in excess of $70,000 of increased
pay requirements not included in the appropriation for 1952, and will
result in a reduction in future budgetary requirements estimated at
$200,000 annually. :

Among the most noteworthy improvements were changes involving
expansion of the use of punch card checks to be processed mechanically
in lieu of paper checks which require manual processing, a change in
method of shipping card checks from Federal ReservegBanks, and a
transfer of security audit functions which resulted in a reorganization
within the Division of Securities.

Money received and disbursed by the Treasurer—Moneys collected
by Government officers are deposited with the Treasurer at Washing-
ton, and in Federal Reserve Banks and designated Government
depositaries for credit of the account of the Treasurer of the United
States, and all payments are charged against this account. Total
receipts and payments for 1951 and 1952 are shown in the following
table on the basis of the daily Treasury statement.
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1951 1952
Receipts: ) i
Budgetary (net)!o ... .o e e $48, 142, 604, 532.62 | $62, 128, 606, 579. 52
Trust accounts, etc.? 7,796, 270, 893. 06 8, 806, 815, 681. 85
Publicdebt 3 i iicicaaas 138, 484, 702, 166. 35 142, 212, 081, 325. 16
Subtotal ... mme oS omo s ccccccemccccceenn 194, 423, 577, 592.03 | 213, 147, 503, 586. 53
Balance in general fund beginning of year. ... ... _.......__ 5, 517, 087, 691. 65. 7,356, 578,123.19
B 1 SRR 199, 940, 665, 283. 68 | 220, 504, 081, 709. 72
Expenditures: . :
Budgetary 4. . ool 44, 632,821, 908. 37 66, 145, 246, 957. 62
Trust accounts, €te.2 . .o oot ool . 3, 944, 619, 506. 63 4,951, 571, 632. 46
Investments of Government agencxes in public debt securi- .
ties (Met) - e oo e el 3, 556, 542, 292. 99 3, 636, 132, 200. 67
Sales and redem ptxons of obligations of Government agencies
in market (net) ..o il 6384,114,384. 92 72,034, 647. 85
Clearing account for outstanding checks, ete 214, 140, 134. 96 401, 389, 312. 15
Public debt 3 -{ 140,620,077,702. 46 { 138, 328,879, 354. 66
Subtotal. .-l 192, 584, 087,160.49 | 213, 535, 254, 105. 41
Balance in general fund at close of year.. ... ____________ 7,356, 578,123. 19 6, 968, 827, 604. 31
001 Y P 199, 940, 665, 283.68 | 220, 504, 081, 709. 72

1 T'otal budget receipts less amounts appropriated to Federal old-age and survivors insurance trust fund
and refunds of receipts. See table 1, footnote 3. For details of receipts for 1952, see table 3.

2 For details for 1952, see table 4,

3 For details for 1952, see table 22.

4 See table 1, footnotes 3 and 4. For details for 1952, see table 3.

s Excess of credits (deduet). } )

_ Assets and Labilities 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 desw-
nated as Government depositaries.

A summary of the assets and liabilities in the Treasurer’s account
at the close of the fiscal years 1951 and 1952 is shown in table 43.

Gold —Gold receipts during 1952 amounted to $1,736 million and
disbursements totaled $145.4 million, a net increase of $1,590.6
million. This increase brought the total gold assets to $23,346.3
million on June 30, 1952. Liabilities against these assets were
$22,181.2 million of gold certificates and credits payable in gold
certificates and $156.0 million for gold reserve against currency.
The balance, $1,009.1 million, was in the general fund on June 30, 1952.

Credits durmg the year to the gold increment account, as a result
of the revaluation of gold in relation to the.dollar, amounted to
$43,568.71. This makes a total dollar increment from 1934 through
the fiscal year 1952 of $2,819,345,691.62. °

Silver —During the year '27.7 million ounces of silver bullion,
which had been carried in the general fund at a cost value of $25. 1
million, was monetized at a monetary value of $35.8 million. This
$35.8 mllhon increase in silver assets was offset by a decrease of
$11.9 million in holdings of silver dollars, making a net increase of
$23.9 million in assets during the year. As of June 30, 1952, the
silver assets of the Treasurer (exclusive of subsidiary coin and bullion
held in the general fund at cost and recoinage value) amounted to
$2,391.0 million.

Liabilities against silver at the end of the year amounted to $2,344.2
million for silver certificates outstanding and $1.1 million for Treasury
notes of 1890 outstandm leaving a net balance of $45.7 million in
the general fund.
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4 The silver bullion held in the general fund at cost value (exclusive
of the $45.7 million at monetary value) decreased from $93.1 million
on June 30, 1951, to $68.0 million on June 30, 1952. This decrease
of $25.1 million is accounted for as follows: $35.1 million net purchases
of silver less $25.1 million of silver monetized and less $35.1 million
of silver used for coinage. ' :

Subsidiary silver and minor coins.—Shipments of subsidiary silver
and minor coins from United States mints during the year for circula-
tion usage amounted to $88,106,083.43 as compared with $67,217,312.83
the year before. The following table shows the shipments by denom-
mations. : .

Denomination 1951 1952

HAIF QOIALS .« -t e e e oo e e e e e e e e $14, 301, 022. 00 $26, 542, 895. 50

QUALTETS - <o een e e ettt eeececcaeaaaan 19, 116, 191. 25 23,716, 260. 50
Dimes._... .| - 17,630,971.80 24,739,728.30
4,818.127.75 4,424,789.75

- 11, 351, 000. 03 8, 683, 409, 38

B 7 Y RSSO 67,217, 312.83 88, 106, 083. 43

Uncirculated coins.—Prior to the year 1951 it had been the practice
of the Treasurer to furnish sets of uncirculated coins, consisting of each
- of the different kinds of coins produced at each mint during the pre-
ceding calendar year, to coin collectors at the cost of the face value of -
the coins plus the cost of postage. In the interest of economy, this
practice was discontinued for the year beginning January 1, 1951.
However, because the public expressed the desire that this service
be continued, the Acting Secretary of the Treasury issued regulations
on November 26, 1951, governing the distribution of uncirculated
coins effective January 1, 1952, under which the Treasurer now fur-
nishes sets of uncirculated coins for collection purposes, with a limi-
" tation of one set to each purchaser. There is' a charge, which in
addition to the.cost of the face value of the coins in a set includes the
cost of postage plus a fee which is fixed annually based upon the
estimated direct and indirect cost to the Government of the special
work involved in furnishing this service. - The action of the Treasury
imposing a fee for this special service was taken pursuant to the au-
thority contained in Title'V of Public Law 137, approved August 31,
1951. Each set consists ordinarily of two of each of the coins other
than commemorative and proof coins, struck at.each of the coinage
mints during the preceding year and 1s available from January 1 to
March 31 of each year, if a sufficient supply of coins is available to fill
the requests received. S

Paper currency—Under the laws of the United States the Treasurer
is the agent for the issue and redemption of United States currency
and coin. ‘

Table 83 shows by class and denomination the value of paper cur-
rency issued and redeemed during 1952, and the amounts outstanding
at end of the fiscal year. : ‘

The Treasurer’s Office employs a small group of women who have
developed a rare facility for identifying any type of United States
currency by engraving designs alone and ‘who must have infinite
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patience in piecing together fragments of burned and mutilated cur-
rency. These employees identify currency that has been mutilated
in any manner. Identification must be by kind, genuineness, denom-
mation, and amount represented. For this work the only tools
prov1ded are pins; needles, electric lights, and magnifying glasses.
This unit annually gives service to approximately 45,000 individuals
whose currency has suffered mutilation of one form or another.
Many interesting facts are associated with the redemption of mutilated
currency of which the following cases, with fictitious names, are
representative examples.

In the year 1941 Mrs. John Brown died and was survived by her
80-year-old husband and by her son. Sometime after the death of -
Mrs. Brown, her husband suffered a stroke and was unable to move,
write, or talk before he died. Mr. and Mrs. Brown had been known
to have financial resources but after Mr. Brown’s death his son could
not locate any assets, or records of any, although a thorough search
was made. On Memorial Day 1951, the son went to the cemetery
where his mother had been buried. In arranging the grave the son
unearthed a metal container which held a number of paper bills,
currency of the United States. TFurther investigation disclosed addi-
tional eontainers of United States paper currency. The currency was
believed to have been put there for safekeeping by the son’s father
who because of his illness could not disclose its whereabouts. The
currency had deteriorated and had been partially destroyed, as only
a light covering of earth protected it. The son had no knowledge as
to the amount involved since the currency was in such a state of
deterioration. The Treasurer’s Office received and cxamlned the
currency, and paid the son $23,622. '

Early in March 1952, Mr. William Black who lived alone in & small
house in North Carolina decided to go on a trip. Mr. Black had
approximately $600 in cash which he did not want to take along and
thought that he had a safe place to conceal the money at home.
He p:iaced the currency in a small glass bottle which he then put in
the flue of a heater. When Mr. Black had completed his trip and
returned home, he started a fire in the heater. Sometime later he
remembered the currency and hurriedly put out the fire. Upon
extracting the bottle he found the currency was severely charred and
encased in molten glass. This currency was received and examined
by the Treasurer’s Office and Mr. Black received a check for $570.

A comparison of the amounts of paper currency of all classes issued,
redeemed, and outstanding, follows:

Fiscal year 1951 Fiscal year 1952

Pieces

Amount

Pieces

Amount

Outstandmg at beginning of

Issues during year...........___
Redemptions during year...___
Qutstanding at end of year.....

2,762,363, 086
1, 924, 832, 957
1,696, 213, 548
2,990, 82, 495

$29, 506, 148, 063
8, 502, 179, 000
7,548,778, 760

30, 459, 548, 303

2, 990, 982, 495

" 1,905,670, 522

1,778, 671,397
3,117, 981, 620

$30, 459, 548, 303
9, 035, 267, 000
7,873, 163, 479

31, 621, 651, 824

For further details on stock and circulation of money in the United
States, see tables 79 to 83.
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Depositaries.—The following table shows the number of each class
of depositaries and balances at the end of the year.

. Deposits to the
Number credit of the
Class of deposi- Treasurer, U. 8.,

taries ! June 30, 1952

Federal Reserve Banks and branches_ ... ... . . i imoi. 36 $687, 489, 399. 02
Other banks in continental United. States:

General AePoSitaries . . oo e mm—aas 1,351 354, 466, 340. 56
Special depositaries, Treasury tax and loan accounts.. - 11,065 | 5,106, 126,343.30
Insular and territorial depositaries - 36 42,724,134. 46
Forelgn AePoSItaries . - i 30 52,895, 553. 60

L 12,518 | 6,243,201, 770. 94

1 Does not include limited depositaries which have been designated for the sole purpose of receiving de-
posits made by Government officers for credit in their official checking accounts with such depositaries and
which are not authorized to accept deposits for credit of the Treasurer of the United States.

For details on the administrative work relating to designation of
depositaries, see page 129,

Checking accounts of disbursing officers and agencies.—As of June 30,
11952, the Treasurer maintained 4,523 checking accounts of disburs-
ing officers and Federal agencies, includirg those maintained at the
Federal Reserve Banks as fiscal agents of the United States. The
number of disbursing officers’ accounts by classes as of June 30, 1951
and 1952, and the number of checks paid during the ﬁscal years 1951
and 1952 were as follows:

1951 1952
Disbursing officers Number of Number of .| -
disbursing Number of disbursing Number of
officers’ checks paid officers’ checks paid
accounts accounts

N 7210 SR 1,383 178,837,722 623 189, 555, 121
A . 555 28,976, 521 491 37,527,368
1, 539 26, 250, 702 1,784 35,303, 987
242 | 8, 559,103 330 17, 536, 980
) 858 25,219, 190 1,295 25, 402, 121
Total- ..ol e 4,577 267, 843, 238 4,523 305, 325, 577

Of the 305,325,577 checks paid in the fiscal year 1952, 246,938,239
were in the form of card checks.” There were 227,197,514 checks
paid by the Federal Reserve Banks acting as fiscal agents of the
Treasurer and the remaining 78,128,063 were paid by the Treasurer
in Washington.

The amount to the credit of- checking accounts of disbursing officers
and ageacies on the books of the Treasurer of the United States on
June 30, 1952, was $80,426,656,555.69 as compared with $54 814,-
638,470. 16 on June 30, 1051. »

Check clmms.——Durmg the year the Treasurer of the United States
issued 25,419 checks totaling $2,382,126.29 in settlement of claims
for the proceeds of checks which had been paid bearing forged or un-
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authorized endorsements. The Chief Disbursing Officer issued 45,047
substitute checks totaling $9,404,940.31 to replace unpaid checks
which, it was claimed, had not been received, or were lost, destroyed,’
etc. Many additional claims were received but not honored because
they were not well founded. Cases involving forgeries are investi-
gated by the United States Secret Service. For information on check
forgeries see the report of the United States Secret Service.

Treasurer’s Cash Room.—The commercial checks, drafts, postal
express money orders, etc., deposited by Government officers with
the Treasurer’s Cash Room in Washington for collection aggregated
3,872,558 items for the fiscal year 1952, as compared with 3,364,607
items for the fiscal year 1951.

Treasurer’s Securities Division.—The public debt securities and
interest coupons examined by the Division of Securities of the Treas-
urer’s Office were as follows:

. Pieces
1951 1952
Marketable securities:
Principal 1,483,879 815, 785
Interest coupons..__ 187, 099 377,004
Nonmarketable securities: : ' :
Armed forces leave bonds. ... ... L i imemeean 3,452 4,114
United States savings bonds ¥ O 55, 468 46, 218
. United States savings stamp .- 4,598 5,060
- - 182, 808 114,218
e e 1,917,304 1,362,399

NoTe.—Interest coupons and securities paid by Federal Reserve Banks are sent directly to the Register
of the Treasury by the Federal Reserve Banks. .

The Treasurer issued and redeemed the folloWing savings bonds
during the fiscal years 1951 and 1952.

1951 ) 1952
Number Amount Number Amount
Issues: ! ’
E_- 59, 544 $3, 420, 018.75 54, 844 $2, 832, 900. 00
579 361, 989. 50 213 146, 205. 50
1,481 2,727, 400. 00 1,167 1, 534, 500. 00
61, 604 6, 509, 408. 25 56, 224 4, 513, 605. 50
8,719 1, 968,491. 75 1,601 385, 050. 00
37, 964 2, 609, 126.65 36,274 2,967, 111. 99
2, 501 2, 675, 654. 42 2,066 1,974,492.29
6 284 6, 718, 300. 00 6, 209 6, 287, 488.00
CTotal . e 55, 468 13,971, 572. 82 46, 150, 11,614, 142. 28

1 For the most part United States savings bonds are issued and redeemed by 1ssu1ng and paying agents
throughout the country (see p. 144). .
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Savings bonds placed in safekeeping with the Treasurer and then

withdrawn were as follows:

Number
1951 1952
In safekeeping at beginning of year. ..ol 678, 639 622, 495
Placed in safeReePiNg - : o e aeiae s 58, 603 53,930
732, 242 676, 425
Withdrawn from safekeeping .. .. . eeaannas 109, 747 81, 629
In safekeeping at end of year. .. . eeiiieas 622,495 594, 796

Securities held in safekeeping.—The face value of securities held by
the Treasurer in safekeeping on June 30, 1951, and June 30, 1952, 1s

shown in the following table.

Purpose for which held June 30, 1951 June 30, 1952

To secure deposits of public¢ moneys in depositary banks._....__....... $346, 895, 000 $406, 778, 400
To secure deposits of postal savings funds..___._...________._.._..____ 21, 736, 000 32, 307, 100
For District of Columbia: -

Teachers’ retirement and annuity fund_ ... .. ... ... 18, 444, 000 20, 260, 000

Water fund - 1,773, 000 1,773, 000

Other. ... - 757,270 5, 849, 270
United States savings bonds held for various depositors. 48; 883, 640 46, 735, 600
TFor the Board of Trustees, Postal Savings System.___ - 2,168, 019, 900 1,674,977, 160
For the Secretary of the A\rmy _________________________________________ 6, 895,480 6, 595, 480
For the Secretary of the Treasury:

Forcign obligations (World War ). ... . ... 12,071,724,757 | 12,071, 614, 757

Obligations on account of sales of surplus property. ... ... 46, 737, 095 46, 737, 095

Capital stock and obligations of Government corporations and
agencies

. For Federal Deposit Insuranco C01p0ratlon
For Attorney General L.
Miscellaneous

9,661, 911, 937
1,872, 418, 836
1,221,175, 000
21,151, 134
108, 765, 687

9, 685, 473, 064
2,766, 474, 216
1,253, 407, 000
21,151, 134
106, 369, 589

27,612, 288,736

28, 146, 502, 865

1 Noninterest-bearing participating certificate for funds deposited in German special deposit account.

Servicing of securities for other Federal agencies.—In accordance with
agreements between the Secretary of the Treasury and the several

Government COI‘DOI‘éLtiOHS agencles,

and insular possessions the

Treasurer of the United States acts as special agent for the payment
-of principal and interest on their securities (including pre-1934 bonds

of the Philippine Government).

The amounts of such payments

during the fiscal year 1952, on the basis of the daily Treasury state-

ment, were as follows:

Interest paid

5 i s
Principal in cash

Registered
interest

. Coupon
interest

Federal home loan banks...

$838, 915, 000
Federal farm loan bonds

$10, 595, 203. 36
197, 884, 800 2,165.75

9,011.25
88, 585. 00

27,443.45
013, 326. 00 -
332, 797. 50

Federal Farm Mortgage Corporat. 115, 200 304. 40

Federal Housing Administration._..... 18, 507, 250 202, 729 14

Home Owners’ Loan Corporation. ... 288, 225 0. 00

Phitippine Islands_ ... .. ...__.. 3, 164, 500 3, 408 75

Puerto RiCO. ovo oo 262, 000 2, 345.00
o3 7 1 P 1,059, 136, 975

10; 806, 416. 40

1,690, 548. 58

13, 853, 203. 81
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Bureau of Internal Revenue

The Bureau of Internal Revenue is responsible for the collection of
the internal revenue and for the enforcement of the internal revenue
laws and certain other statutes. These other laws include the Federal
Alcohol Administration Act (49 Stat. 977), as amended (27 U. S. C.
and Sup. 201-212); the Liquor Enforcement Act of 1936 (49 Stat.,
1928, 27 U. S. C., 211-228); and the Federal Firearms Act (52 Stat.,
1250, 15 U. S. C., 901-909).

Some of the ma]or aspects of the Bureau’s operations are discussed
herein. A more detailed account will be found in the Annual Report
of the Commissioner of Internal Eevenue for 1952.

Collections

Internal revenue collections for the ﬁscal year 1952 totaled $65,-
009,392,617, an increase of 28.9 percent over the total for the pre-
ceding year, and the largest amount of internal revenue ever collected
during any year. Collections of all income and employment taxes
were substantially above last year, while miscellaneous internal
revenue collections increased in all categories except stamp taxes and
manufacturers’ excise taxes.

Collections by tax sources for the fiscal years 1929-52 are shown in
table 7 in the tables section of this report. A comparison of collec-
tions from the principal sources of tax revenue for the fiscal years
1951 and 1952 follows:

Fiscal year Fiscal year
1951 1952 Percent in-
Source crease, or de-
crease (—)
In thousands of dollars
Income and employment taxes:

Corporation income and profits. ... _. 14, 387, 569 21, 466, 910 49.2

Individual inéome and employment: ’
Income and solf—employment tax not withheld. . . 9,907, 530 11, 545, 060 18.5
Withheld taxes” . . ... o oo 16, 480, 297 21, 933, 694 33.1
Unemployment insurance 236, 952 259 616 9.6
Total income and employment. ... .____ 41,012, 357 55,1205, 280 34.6

Mlscellaneous internal revenue: .

Estate and gift taxes. ... 729, 730 833,147 14.2
Liquor taxes 1.. 2, 546, 808 2, 549, 088 .1
1, 380, 396 1, 565,162 13:4
3,107 84,995 . —8.7
2,383,677 | . 2,348,014 | ~1.5
Retailers’ exmse taxes. 457,013 475, 530 4.1
Miscellaneous taxes 1 2. oo 1, 842 598 1,947, 276 5.7
Total collections 1. e 50, 445, 686 65,009, 393 28.9

1 Excludes collections for credit to trust accounts.
2 Includes repealed taxes.

o

Workload

The Bureau’s workload continued its steady climb of the past few
years as 55 million taxpayers filed nearly 90 million tax returns of all
types during the fiscal year 1952, in addition to 200 million directly
related information documents. The taxes reported on these returns
were assessed and accounting operations were performed in connec-
tion with the amounts paid in. In addition, the income tax liability
was computed for more than 14 million taxpayers filing returns on
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Form 1040A, and income tax refunds and credits were scheduled ‘for
© the¥nearly 30 million individuals whose prepayments exceeded their
lLiabilities.

During the ﬁscal year 1952 a preliminary inspection of 74 million
returns was made to select those to be examined. Since it is neither
necessary nor possible to make a thorough examination of all returns
filed, the selective process is intended to channel to the investigative
force_s the returns which are believed to be most in need of correction
from the standpoint of noncompliance with internal revenue laws.
Of the returns considered, 4,564,673 were selected for thorough ex-
amination, including those returns requiring investigation because of
taxpayers’ claims, offers in compromise, or other mandatory adjust- -
ments. A more comprehensive discussion of the audit activities ap-
pears in the “Enforcement Activities”’ section of this report.

In addition to the processing of the enormous quantity of returns
and related information documents, the Bureau’s workload includes
the disposition of large numbers of claims for adjustments based on
Section 722 and the various “carry-back’ provisions of the Internal
Revenue Code. Under the provisions of Section 722, which allows
relief from excess profits tax for corporations under certain circum-
stances, there had been filed as of the close of the year a cumulative
total for World War IT excess profits tax years of 54,642 applications
for excess profits tax reductions amounting to more than $6 billion.
There were 5,354 such claims totaling $3 billion still pending on June
30, 1952. “Carry-back’ allowances of approximately $90 million
were made during the year under the “quick refund’ provisions of
the Tax Adjustment Act of 1945.

Although much' less numerous than the returns to be processed
these “Section 722 claims” and applications for ‘‘carry-back” ad]ust-
ments are of such complexity and importance that they require the
full-time attention of a large number of the best-qualified technicians
in the Bureau. However, the work of adjusting Section 722 claims
is nearing completion. As of June 30, 1952, there were only 102
applications on ‘which examination or conference work was not
completed. The remaining 5,252 cases were awaiting final review,
- pending before the Tax Court or awaiting some admlmstratlve
action.

. Enforcement activities

~ The most significant achievement during the fiscal year 1952 in the
Bureau’s enforcement activities was the further development of the
program to insure that specml attention is given the tax returns of -
persons allegedly engaged in illegal activities. About 2,100 of the
Bureau’s best qualified investigative personnel were assigned to
“racket squads’ for this purpose. Master lists compiled from all
available sources contained on July 1, 1951, the names of 27,734
individuals allegedly engaged in illegal activities and therefore sched-
uled for investigation. Although 19,489 cases were closed during the
fiscal year many additional cases were added to the lists and there
were still 20,723 cases awaiting final 1nvesb1gat1ve action as of June
30, 1952. Indictments returned against alleged ‘racketeers” num-
bered 392, and 229 individuals were convicted.



ADMINISTRATIVE REPORTS - 155

The total number of fraud investigations completed during the

" - fiscal year 1952 was 3,872, including those racketeer cases in which

“fraud was suspected. Prosecution was recommended in 1,247 cases,
while cash penalties of a civil nature without prosecution were recom-
mended in 1,597 cases. During the year indictments were returned
against 1, 063 defendants but indictments against 27 were refused by
the grand juries. In the cases reaching trial stage 74 defendants
were convicted while 489 entered pleas of guilty or nolo contendere.

The effectiveness of enforcement efforts is further indicated by
the increasing number of persons convicted on tax evasion charges
or entering pleas of guilty or nolo contendere. The following table
presents the record of convictions, including pleas of guilty or nolo
contendere, for the fiscal years 1945 through 1952.

Fiscal year ) Iggﬁz}g&zgs

Audits and investigations of all classes of returns, including the
previously discussed fraud and racketeer investigations, numbered
4,054,526 during the fiscal year 1952. Of this total, 1,950,580 returns
were found to be correct as filed or to have overstated the tax. Addi-
tional taxes were found to be due on 2,103,946 returns, primarily as
a result of taxpayer errors in reportmg income, clalmmg exemptions
or deductions, or computing the tax. The amount of additional tax,
penalties, and interest assessed against the taxpayers as a result of
their errors totaled $1,840,162,452.

During the fiscal year 1952 collections on warrants for dlstramb
amounted to $455,752,213, This amount represents primarily collec-
tions of undlsputed amounts of original tax assessed .on returns as
filed, which taxpayers have failed to pay when due and on which it
was necessary to issue warrants for distraint to enforce collection.

The following table shows the number of returns examined, fraud
investigations completed, additional tax assessed, and collections on
warrants for distraint during the fiscal years 1948 through 1952. i

Collections
on warrants
for distraint

s Returns Fraud in- Additional
Fiscal year examined | vestigations | tax assessed

Thousands Thousands
of dollars of dollurs

2,971,113 3, 800 1,897,015 280,184 -
3,073,301 2,955 1,891,679 346, 509
3, 645, 169 3,112 1,747, 592 r 368,385
4,382, 564 3,195 1,856, 603 376, 506
4,054, 526 T 3,872 1, 840, 162 455,752

r Revised.



156 1952 REPORT OF THE SECRETARY OF THE TREASURY

Violations of the internal revenue liquor laws, as reflected by
enforcement statistics for the number of stills and gallons of mash
seized, continued to increase.- During the fiscal vear 1952, there’
were 10,269 illicit stills seized, together with 5,700,600 gallons of
mash, 160,738 gallons of illicit liquors, and 2,181 automobiles and
trucks. There were 9,851 persons arrested for violations of the
internal revenue liquor laws; indictments were obtained against
6,109 persons; and 5,122 persons were convicted. The following
~ table shows for the fiscal years 1948 through 1952 the number of
stills and gallons of mash seized and the number of arrests made.

Fiscal year Stills seized (vl\élﬁa:sehgsaeﬁg%ds) Arrests made
6, 757 2, 715, 800 7,640
8, 008 3, 661, 400 8,915
10, 030 4, 892, 600 10,236 -
10,177 5, 545, 400 10,384
10, 269 5, 700, 600 9, 851

Refunds .

Refunds of internal revenue taxes and the interest thereon, as
required by law, are paid out of an appropriation separate from that
covering the Bureau’s administrative expenses. The total amount of

- these payments for the fiscal year 1952 was $2,333,457,945 as com-
pared with $2,208,291,812 in the preceding year. The increase was
due principally to a rise in the amount of overpayments refunded
under the provisions of the Current Tax Payment Act of 1943 (26
U. S. C. 1622). Interest payments on refunds (included in the above
totals) decreased from $92,669,917 in 1951 to $75,350,923 in 1952,

Settlement of disputes ‘

In a large proportion of the tax disputes arising from the Bureau’s
investigative operations, settlements are reached through conferences
with taxpayers, thereby avoiding expensive and time-consuming lit-
igation. Of 46,988 income, profits, estate, and gift tax returns with
respect to which the examiners’ findings had been protested by the
taxpayers, 37,820 were settled by the Bureau and 9,168 were appealed
to the Tax Court. As a result of further hearings conducted by the
Bureau in cases pending before the Tax Court, settlement by stipula-
tion was effected with respect to an additional 6,207 returns, thereby
reducing substantially the number of cases to be tried.

Personnel

The number of employees on Bureau rolls at the close of the year
was 55,371 consisting of 3,842 employees in the departmental service
and 51,529 in the field service. At the close of the preceding year,
the number of persons employed totaled 57,795, comprising 4,030
departmental employees and 53,765 field employees.

- Changes during the year in the number of employees in the various
branches of the Internal Revenue Service are shown in the following
table. ‘ '
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Summary of personnel, Bureaw of Internal Revenue, June 30, 1951, as compared
with June 30, 1962 .

Number on payroll as of—
Increase, or
decrease (—)

Branch of service
June 30, 1951 | June 30, 1952

Departmental service. ..o ... . eiimemeeoe 4,030 3,842 —188
Field service: ’ 3 ;
Offices of collectors of internal revenue..______________.___ 34,793 33,076 -1,717
Supervisors of accounts and collections______._..__________ 118 16 —112
Internal revenue agents’ forces:
Income, profits, estate, and gift ta\es _________ o emcees 10, 442 9,975 —467
EXCISe tAXeS - o em oo o oo i 88 ® —88
Alcohol and: Tohacco Tax Division:
Offices of district supervisors.._.___________.________ - 4,019 3,037 | —~82
Field inspection force._._.... 16 9 -7
Intelligence Division _____ 1,610 1, 647 37
Appellate Staff_____._____ 635 627 —8
Excess Profits Tax Counci 125 75 . —50
Office of the Chief Counse 411 448 37
Processing Division....... 1,463 1,379 —84
Budget and Finance Office.. 45 150 105
Inspection Service__....:__. P, 196 196
Personnel Division. . ..o ool ) SO 4 4
Total field service......._._. e 53, 765 61, 529 —2,236

Grand total . iiiieiieaaaos 57,795 55,371 ~2,424

1 Majority of personnel transferred to Inspection Service.
2 Included with income, profits, estate, and gift taxes forces.

Cost of administration

The entire cost of the Bureau’s operatlons during the year, includ-’
ing all items of expense except amounts refunded to taxpayers, was
-$271,872,192. The amount available for administrative expenses was
$273,000,000; thus, there was an unobligated balance of $1,127,808.
- The cost of collecting $65,009,585,560 during the year was approxi-
mately 42 cents per $100 of revenue, compared with 49 cents per
$100 1 1951, when collections were considerably lower.

Data on the annual cost of administration, although of interest
and value for certain purposes, cannot be relied upon either as a
guide to the proper scale of administrative activity or as a measure
of relative efficiency of operation from year to year. An annual
ratio of cost to collections 1s determined by many factors, most of
which have no relationship to these objectives. To illustrate, the
higher the level of tax rates and the more numerous the levies that
are inherently economical to collect, the lower will be the average
cost ratio. The prevailing level of salaries paid to Bureau personnel
"~ and the volume of essential services performed for taxpayers are other
_examples of these determinative factors.

Management improvement

Reorganization Plan No. 1 of 19562.—The most far reaching manage-
ment improvement project ever undertaken by the Bureau began on
March 13, 1952, when the Congress approved the President’s Reorgan-
1zation Plan No. 1 of 1952. This plan stemmed from the intensive
management studies and research which have been an integral part
of the Bureau’s efforts to improve and modernize its operations dur-
ing the past six years.. The plan has four principal purposes: (1) To
make the Bureau an outstanding career service in which all positions
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under the Commissioner will be filled solely in accordance with the
civil-service merit system based upon the highest standard of com-
petence, integrity, and loyalty; (2) to provide a continuing and thor-
~ough check on the performance of offices and employees through a
broadened Inspection Service which will function independently of
the rest of the Bureau; (3) to streamline the immense operations of
the Bureau by placing full responsibility for all field activities in a
given geographical district under a District Commissioner who will
have a clear and direct line of authority and accountability to the
Commissioner in Washington; and (4) to assure improved service
and greater convenience to the taxpayer by making it possible for
him to look to the Director of Internal Revenue or his local repre-
sentative as the official in complete charge of all Federal tax matters
in the taxpayer’s locality.

The plan 1tself, as approved by the Congress is fairly simple. It
abolished the appomtlve offices of Assistant Commlssmner Special
Deputy Commissioner, Assistant General Counsel for the Bureau of
Internal Revenue, Collector of Internal Revenue, and Deputy Col-
. lector. New offices established by the plan were Assistant General
Counsel, three Assistant Commissioners, not to exceed 25 District .
Commissioners of Internal Revenue, and not to exceed 70 other
offices with such title or titles as the Secretary may determine. All
of these new offices are to be staffed entirely by personnel appointed
under the classified civil service.

Heading the reorganized Service is the Commissioner of Internal
Revenue who, under the direction of the Secretary of the Treasury, -
will have general superintendence of the assessment and collection
of all taxes. He will continue to be appointed by the President with
the advice and consent of the Senate. He will be the only officer

so appointed in the Internal Revenue Service; all others will be subject
strictly to civil service rules.

The Commissioner’s responsibility of superintending the assessment
and collection of the revenue will be carried out through three Assistant
Commissioners designated, respectlvely, Technical, Operations, and
Inspection.

The Assistant Commissioner (Techmcal) will superintend the
drafting of all rulings, and other interpretative material which is
needed by the taxpayers to comply with obligations under the law,
and superintend the formation of the Commissioner’s policy in
respect to all so-called technical responsibilities in tax administration,
such as proposed legislation, tax treaties, and appellate procedures
and practices.

The Assistant Commissioner (Operations) will supermtend the
actual assessment and collection of taxes, the audit and investigation
‘gfl returns, and all operational functions incident to such responsi-

ilities.

The Assistant Commissiorier (Inspection) will be charged with the
responsibility for attainment and subsequent maintenance of three
major over-all objectives which are: (1) The audit of all internal fiscal
and accounting aspects of all offices with particular reference to the
examination of tax and revenue accounts maintained, in order to
prevent or detect defalcations and thefts; (2) the coordination and
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intensification of internal inspection and investigative effort through-
out the Internal Revenue Service to assure scrupulous adherence to
proper ethics and standards of conduct by all personnel; and (3) the
continuing appraisal of applied management improvements, operating
techniques, and administrative procedures to facilitate realistic
evaluation from the standpoint of economy and efficiency as a means
- of keeping the Commissioner currently informed concerning these
matters. : ‘

The Assistant Commissioner (Technical) will carry out his duties
with the aid of a staff of tax technicians at the Washington head-
quarters office who are specialists in the various classes of taxes. He
will not exercise any line-officer control over field offices.

The Assistant Commissioner (Operations) will carry out his duties
through direct line-officer control of each of the District Commis-
sioners strategically located throughout the United States.

The District Commissioners will have complete jurisdiction within
their respective areas of the following duties incident to the assessment
and collection of taxes: (a) Distribution of all tax forms and notices;
" (b) receipt, audit, and investigation of all classes of tax returns; (c) tax
fraud work; (d) canvass for delinquent returns; (e) assessment and
collection of taxes; (f) inspection of the production of distilled spirits
and tobacco; and (g) the hearing of all appeals from proposed assess-
‘ment. In effect, the District Commissioner will supervise the widely
scattered functions formerly performed by the collectors, the revenue
agents, the special agents, the alcohol tax mspectors and mvestigators,
and members of the Appellate Staff plus certain functions of the Chief
Counsel. This represents a complete coordination of all tax collec-
tion functions at the local level.

The District Commissioners will carry out their responsibilities
through direct line-officer control over Directors of Internal Revenue,
with at least one such officer for each State, and in the more populous
States more than one. Actually there will be a Director of Internal
Revenue located in each city in which a collector was formerly
located. » n ,

The Assistant Commissioner (Inspection) will carry out his respon-
sibilities through line-officer control over chief inspectors numbering
not more than 25. Each chief inspector will have assigned a small
staff of top-flight investigators. »

Through June 30, 1952, two field districts had been established, at
Chicago and New York, under the reorganization plan. :

The District Commissioner, Chicago, was installed on May 20, 1952,
with general responsibility for Internal Revenue activities in the
State of Illinois. Directors of Internal Revenue for Springfield and
Chicago replaced the former collectors in those cities.

- The New York City District, comprised of the former First, Second,
and Third New York collection districts, was organized June 30, 1952,
with the installation of the District Commissioner, New York, and
Directors of Internal Revenue for Brooklyn, Lower Manhattan, and
Upper Manhattan. These directors replaced the former collectors of
the three collection districts in this area.

Plans were completed for the Washington headquarters office reor-
ganization on August 11, 1952. Tentative plans were made for}com-
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p%gting reorganization of the field by the installation of 15 more district
offices

Other improvements.—While the planning and placing in effect of the
reorganization plan necessarily was the focal point of management
interest during the past fiscal year, the improvement program » which
has hlghllghted the Bureau’s entire range of activities during the last
several years continued to show substantial results in eliminating
unnecessary operations and in accomplishing more efficiently and
economically the necessary tasks.

Revision of tax forms was one of the more important potentlal
work-eliminating steps taken during the year. "Tax returns for indi-
viduals, Forms 1040 and 1040A, were redesigned to require more
information with respect to exemptions claimed for dependents outside
the immediate family (a major source of taxpayer error); to simplify
the tax computation; and to assist in eliminating some assessment and
refunding operations. Other tax forms improved so as to facilitate
both preparation and processing included Form W-2, Withholding
Statement; Form W-3, Reconciliation of Income Tax Withheld from
Wages; Form CT-1, Employers Tax Return Under Railroad Retire- -
ment Act ; Forms SS°8 and SS-14, social-security tax forms; Form 514,
Tax Transfer Voucher; Form 940, annual unemployment tax return
?f employers of eight or more individuals; and the depositary receipt
orms.

During the 1952 filing period a “package’” mailing unit for the mass
distribution of the individual income tax return, Form 1040, was
tested, resulting in its approval for Nation-wide use in the 1953 ﬁhng
period The package plan involves the assembling of instruction
materials and the tax returns in booL form, to facﬂltatc assembly and
mailing operations.

The program for the exchange of income tax audit information
between Federal and State Governments which was inaugurated
during 1950, was extended to include the States of Colorado, Montana,
and Kentucky

In an effort to locate persons for whom undeliverable tax-refund
checks were being held, collectors’ offices cooperated with the press
to publish names and last known addresses of such persons. A total
of 210,098 of these checks were delivered from January 1 to April 30,
1952.

Work procedures were changed through the foHowmg shifts in or-
ganization. Reorganization of the beadquarters office of the Income
Tax Division resulted primarily in the reduction of its organizational
units from 13 to 5 and the elimination of 113 positions. Excise tax
investigative personnel were transferred from the Excise Tax Division
to the offices of internal revenue agents in charge. Appellate proce-
dure was extended to excise tax cases through the medium of the Appel-
late Staff. Tobacco tax and alcohol tax work were combined and the
tobacco tax field work was transferred to alcohol tax district super-
vigsors. The audit of unemployment tax returns was transferred from
the Employment Tax Division to collectors’ offices. Merger of the .
processing and audit work of the Employment Tax Division resulted
in the elimination of the Control Branch of that Division.

Strengthened and improved fraud procedures installed during the
year proved to be of considerable value in expediting the processing
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of criminal tax-fraud cases. The discontinuance of voluntary dis-
closure of intentional tax evasion as a basis for not recommending
criminal prosecution made unnecessary the difficult determination of
whether disclosures were in fact voluntary. Consideration of the
health of the taxpayer was eliminated in recommendations by the
Bureau for criminal prosecution. Initiation of direct referral of crimi-
nal tax-evasion cases to the Department of Justice by the Bureau’s
' District Penal Offices eliminated review of these cases by the Washing-
ton headquarters.

A review of all policies and procedures relating to offers in com-
promise was initiated with the appointment of a special task force to
examine the procedure for processing such offers.

A Committee on Information Policy was established to review the
Bureau’s -policies regarding disclosure of information on tax cases,
hearings, and operating procedures. This is a continuing committee
which, from time to timé, will make recommendations designed to
increase the amount of information pertaining to Federal tax adminis-
tration that may be made public without invading taxpayers’ rights
to privacy of financial and personal arrangements disclosed for tax
purposes.

As a step toward its planned and orderly liquidation, the Excess
Profits Tax Council was placed under the executive direction of the
Appellate Staff and the offices of Chairman and Vice Chairman were
abolished. '

Executive management officials were relieved of considerable ad-
ministrative paper work by use of powers of delegation under Re-
organization Plan No. 26 of 1950.

The mail-opening operation in collectors’ offices was improved and
standardized to provide a more rapid and efficient handling of mail
and remittances with a marked saving in labor.

Continued progress was made in the use of time-saving operating
equipment. The use of electronic accounting and calculating ma-
chinery was extended to include the maintenance and billing of
revenue accounts, the addressing of wage and excise tax returns, and
the checking of records to indicate delinquent taxpayers for enforce-
ment purposes. A punched control card accompanied approximately
39 percent of the blank individual income tax returns mailed to tax-
payers, and its use eliminated from some collectors’ offices the yearly
repetitive “listing”” operation. »

Further mechanization of work during the yedr was accomplished
by the installation of electric typewriters, automatic posting machines,
and mechanical dictating and transcribing equipment. Specially de-
veloped window-teller machines were ordered for pilot installation in
10 collection districts.

As part of the conbmumg program to obtain more effective account-
ing controls for operating and budget purposes, eight additional
regional finance offices were established during the year, bringing the
total number of such offices to 11. Other regional offices will be
csﬁ%abhshed coincident with the installation of District Commlsswners
offices

Inspection Service.—The Inspection Service which was instituted on
October 1, 1951, to provide a continuing check on efficiency of opera-
tions and integrity‘of employees, has had a steady record of develop-

221052—53——12
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ment and accomplishment. Originally established to intensify and
coordinate the activities of existing staffs of each operating unit and
to appraise management improvements and techniques, the Inspection
Service was strengthened on March 15, 1952, by the consolidation of
these staffs into the Inspection Service proper. Full authority to
exercise general superintendence over. all inspection activities was
delegated to the Director of the Inspection Service. The field organ-
ization is comprised of 13 offices of Chief Inspector responsible to
the Director who, in turn, reports directly to the Commissioner.
(Pursuant to Reorgamzatlon Plan No. 1 of 1952, the Inspection
Service will be brought under the Assistant Commissioner (Inspec-
tion), whose duties will include those of the former Director of the
Inspection Service.)

The Inspection Service conducts frequent and thoroughgoing exam-
inations and inspections of all departmental and field offices for the
purposes of: (1) Auditing all internal fiscal and accounting aspects of
such offices with particular reference to the examination of tax and
revenue accounts maintained, in order to prevent or detect defalca-
tions and thefts; (2) evaluating the efficiency and effectiveness of the
administrative management and operating aspects of said offices; and
(3) ascertaining whether the conduct and comportment of all employ—
ees 1s in accord with the statutes, regulations, and rules. The reports
of such examinations and mspectlons disclose the manner in which the
affairs of the Bureau are conducted and whether there is strict and
scrupulous' compliance with all applicable laws, policies, regulations,
practices, and procedures prescribed by appropriate authority. 'Copies
of the reports are furnished to the Assistant Commissioner.(Opera-~
tions) with a covering memorandum directing his attention to any
unauthorized deviations’from established fundamental procedures and
the corrective or remedial action taken at the instigation of the
inspector during the course of the examination, and suggesting changes
deemed merltorlous by the Chief Inspector or the Director upon
their review of said report. Any evidence of a criminal nature dis-
closed by an examination is made the basis for a full investigation
by the Inspection Service, with a resultant recommendation to the
Commissioner as to the action to be taken. In addition, the In-
spection Service makes thorough and impartial investigations of char- -
acter and ability of all applicants for employment Wlth the Bureau
of Internal Revenue.

During 1952 the Inspection Service installed a system for control
and follow-up on all complaints received, required more frequent
and intensive inspection of field offices, inaugurated rotation and
interchange of inspection personnel, completed plans for establishing
a training school for inspection personnel, and took many other steps
to strengthen and improve the Internal Revenue Service. -

QOffice of International Finance

The Office of International Finance advises and assists the Secretary
of the Treasury and other officers of the Department in the formula-
tion and execution of policies and programs in international financial
and monetary matters. The Director of the Office is assisted by
advisers on financial policy and by a staff organized into divisions
corresponding to geographic areas or to the functional activities of the
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Office. These divisions are: National Advisory Council Secretariat;
Stabilization Fund, Gold and Silver Division; International Statistics
Division; Commercial Policy and United Nations Division; European
D1v1310n ‘British Commonwealth and Middle East D1v1s1on Latin
American Division; and Far Eastern Division. The Office also main-
tains Treasury representatlves in several foreign countries.

By direction of the Secretary, the Office of International Finance is
responsible for the Treasury’s activities in matters of international
financial and monetary policy, including international monetary and
exchange problems, and gold and silver policy; the Bretton Woods
Agreements ‘Act and the operations of the International Monetary
Fund and the International Bank for Reconstruction and Develop-
ment; foreign lending and assistance; the North Atlantic Treaty
Organization; the activities of the National Advisory Council on
International Monetary and Financial Problems; the Anglo-American
Financial Agreement; the United States Exchange Stabilization Fund;
and the Foreign Assets Control.

- Continuing studies are made of the flow of capital funds into and out
of the United States and of the international accounts of foreign
countries with special attention to transactions in gold and dollars.
. In carrying out its functions, the Office also studies the legislation and
policy of foreign countries relating to finance, gold and silver, exchange
rates and exchange controls, and other relevant matters.

The Office also provides economic analyses of the customs activities
of the Department and advises the Secretary on international financial
aspects of matters arising in connection with his responsibilities under
the Tariff Act. The Office acts for the Treasury on the financial
aspects of international treaties, agreements, and orgamzatlons in
which the United States partlclpates It also participates in negotid-
tions with foreign governments with regard to matters included within -
its respon51b111t1es

The Treasury is represented by the Office of International Finance
in the work of the National Advisory Council on International Mone-
tary and Financial Problems (of which the Secretary of the Treasury
is chairman) and its subordinate organs. Professional personnel of
the Office perform staff and secretariat functions of the Council.
(See exhibits 26 and 28.)

The Office of International Finance advises Treasury officials and
other departments and agencies of the Government concerning ex-
change rates and other financial problems encountered in operations
involving foreign currencies. In particular, it advises the State
Department and the Department of Defense on financial matters
related to their normal operations in foreign countries and on the
special financial problems arising from defense preparation and mili-
tary operations. The Treasury representatives in foreign countries
act as financial advisers to the diplomatic missions and to the missions
of the Mutual Security Administration.

The Foreign Assets Control exercises the authority conferred upon
the Secretary of the Treasury by Section 5 (b) of the Trading with the
Enemy Act. Urder the Foreign Assets Control Regulations the assets
in the United States of Communist China and North Korea and their
nationals are blocked. The Division of Foreign Assets Control carries
on licensing activities in connection with transactions otherwise pro-
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‘hibited ; takes action to enforce the regulations; and has taken a census
of Chinese and Korean assets located in the United States.

Legal Division

The General Counsel is by statute the chief law officer of the Treasury
Department, responsible to the Secretary for the legal advice upon
which he acts and for all legal work in the Department. In carrying
out this responsibility the General Counsel is assisted by the Legal
Division, over which he has supervision. The Legal Division is made
up of the General Counsel’s immediate staff in the Office of the General
Counsel, which includes the Tax Legislative Counsel, and. the offices
of the Chief Counsels in the major bureaus.

As legal adviser to the Secretary the activities of the General Counsel
and his staff include consideration of legal problems relating to the
broadest aspects of management of the public debt, the administration
of the internal revenue laws, international cooperation in the monetary
and financial fields, and similar matters with which the Secretary 1s.
concerned as chief financial officer of the Government. Other activi-
ties of the Legal Division embrace legal matters arising in connection
with the duties and functions of every branch of the Department, the
scope of which is described in the separate admmlstmtwe report of
each organization.

One of the major responsibilities of the General Counsel is the han-
dling and coordination of legislative workin the Department, including
appearances before congressiona] committees, drafting proposed legis-
lation, and preparation of reports on legislative proposals. The most
important work in this field during the fiscal year 1952 was in connec-
tion with the preparation and presentation of Reorganization Plan No.
1 of 1952, the President’s plan for reorganizing the Bureau of Internal
Revenue. The work also included preparation and presentation of
the President’s plan for reorganizing the Bureau of Customs, Reorgan—
ization Plan No. 3 of 1952.

In the field of international finance and md the Legal Division
assisted in formulating financial and economic aspects of the programs
relating to European recovery, military assistance, and technical
cooperation, and served as counsel to the National Adwsory Council.
- It also dealt with problems arising in connection with international
gold and stabilization operations of the Department, and performed
legal services in connection with the administration of the Foreign
Assets Control which was made necessary by the Korean conflict.

Other significant work performed by the Legal Division arose in
connection with the study made by the Subcommittee on General
Credit Control and Debt Management of the Joint Committee on the
Economic Report.

Bureau of the Mint

The Bureau of the Mint is charged primarily with 1esp0n81b1hty
for the manufacture of domestic coins as well as the acquisition of -
monetary metals for coinage purposes. It has direct responsibility
for receiving deposits of gold and silver, for assaying, for refining, and
for the sale and custody of gold and silver bullion. It administers
and, with the Secret Service and Customs Bureau, enforces regulations
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pertaining to gold and silver. With respect to gold, it issues licenses

relative to the acquisition, ownership, possession, use, and exportation
for industrial, professional, and artistic purposes. Sales of gold bars
for such purposes amounted to $57,868,845 during the fiscal year.
In addition, the Bureau of the Mint produces medals as well as other
decoramons and, by contract with foreign countries, manufactures
coins for other governments

The Office of the Director of the Mint exercises supervisory control
over all the activities 6f the Bureau. It is a headquarters establish-
ment located in Washington, D. C., which establishes general policies
and directs as well as coordinates the activities of the entire organiza-
tion throughout the United States. During the fiscal year 1952,

there were seven fleld institutions in operation: Coinage mints m’

Philadelphia, Pa.; San Francisco, Calif.; and Denver, Colo.; assay
oﬁices in New York N. Y., and Seattle Wash a gold bullion dep031-
tory in Fort Knox, Ky and a silver bullion dep051t01y in West Point,
N. Y., which is an ad;unct of the New York Assay Office.

The coinage mints receive, process, assay, move, and store gold and

silver. They also issue gold licenses, sell gold for legitimate indus-.

trial, professional, and artistic uses and sell silver for industrial use.
In addltlon to coinage, medals, medal dies, other decorations, and
proof coins are manufactured at the Phlladelphla Mint. Durmg the
fiscal year 1952, the Philadelphia Mint delivered to the Department
of Defense and other Federal agencies a total of 62,155 service medals
and other distinguishing decorations. In addition, 3,289 medals of a

national character were sold to the public. At the mints located in’

San Francisco and Denver and at the assay office in New York,
electrolytic refineries are maintained for refining gold and silver.
During the fiscal year 1952, the refineries produced by the electrolytic
process 1,040,198 fine ounces (36 tons) of gold and 1,262,800 fine
ounces (43 tons) of silver.

With the exception of manufacturing coins, the assay offices perform
functions similar to the coinage mints. The mints and assay offices
manufactured a total of 12,539 issue bars containing 4,003,146 fine
ounces (137 tons) of gold and a total of 1,769 issue bars containing

377,071 fine ounces (13 tons) of silver during the fiscal year. The °

Seattle Assay Office makes commercial assays of gold, silver, lead,
zine, and copper ores, and the New York Assay Office makes assays of
platinum group metals.

The mints and assay offices processed 9,308 deposit transactions and
17,329 assay determinations in connection with deposits and pur-
chases of gold valued at $1,745,864,861, and silver amounting to
81,273,745 fine ounces durmg the fiscal year 1952. Included were
17 depos1t transactions and 544 assay determinations for intermint
transfers of gold valued at $10,003,758, and silver amounting to
279,521 fine ounces.

The bullion depositories are maintained solely for the storage of
bullion. The Bureau of the Mint held 667,040,273 fine ournces of gold
bullion valued at $23,346,409,526.73 on June’ 30, 1952; and on the
same date 1,323,621,448.92 fine ounces of silver bullion, of which
1,281,109, 243.41 fine ounces were held in regular account and
42 512 245 51 ﬁne ounces were held in special account,



166 1952 REPORT OF THE SECRETARY OF THE TREASURY

‘The Government’s holdings of gold, silver, coins, and other items
are protectéd by modern protective devices and armed guards twenty-
four hours per day, every day of the year.

As of June 30, 1952, there were 60 persons on the roll of the Bureau
of the Mint in the headquarters office in Washington, D. C., and 960
in the field, making a total personnel of 1,020 which compared with a
total of 966 for the preceding fiscal year.

For further detailed information, refer to the Annual Report of
the Director of The Muint, F’Lscal Year ending June 30, 1952.

Production during fiscal year 1952

The major activity of the Bureau of the Mint is to produce coins
to supply the business needs of the country. Generally, the demand
for comns follows the trend of business activity. The variations .
in coinage requirements are therefore unpredictable; if business -
activity is at a peak, the demand is great; if otherwise, the demand
slacks off. As an illustration of one of the variants, ‘the outbreak of
the conflict in Korea in June 1950 precipitated a wave of scare buying
which drastically increased demands on the Bureau for coins. During
the first six months following the outbreak in Korea, the Bureau sent-
into circulation over a billion coins, mostly penmes Coin demand
mounted from a half billion in fiscal 1050 to about 1% billion in fiscal
1951 and 1952. Total production during the fiscal year 1952 amounted
to 1,551,096,448 pieces of all denominations with a total value of
$92,412,255.99. Production of this vast quantity of coins during this
. period consumed 1,933 tons of silver, 3,994 tons of copper, 106 tons
of nickel, and 182 tons of zinc and tin, with a grand total of 6,215 tons
av01rdup01s

Of the billion and one-half pieces produced by the several mints
durmg -this fiscal year, a total of 1,370,986,996 pieces was issued.
The pieces in greatest demand were:

Dimes, 246,869,831 pieces, face value_ . ___.__________________ $24, 686, 983. 10
Nlckels, 89, 824 824 pieces, face value_____.____________ e 4,491, 241. 20
Pennies, 875 211 ,968 pieces, face value_ . ____________________ 8,752, 119. 68

At the beginning of this fiscal year, there was practically no inven-
- tory reserve of finished coins or work in process. Demand for coins
ran far abhead of production. For the first six months of fiscal 1952,
production failed to meet requirements.- At the end of December 1951,
the mints were practically out of coins. During this period, the mints
had produced and delivered 920,000,000 coins.

Owing to the inadequate supply of ¢ coins, the Treasurer of the United
States and the Federal Reserve Banks and branches found it necessary
to ration coins in the early months of fiscal 1952. Wide appeals to the
public, by radio, the press, and television, to return idle coins to
normal channels of trade were helpful. ’

While the demand for coins centered on pennies, primarily because
of the sales tax imposed by nearly every State, the introduction of
vending machines and parking meters accounted for the demand for
other coins of small denominations. The almost universal need for
pennies, however, was stimulated also by the cash and carry system
of merchandlsmg wherein odd-cent prices are charged.

Although it was “touch-and go’” during the early months of this
fiscal year and despite the fact that the mints had practically no
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beginning inventory, nevertheless, the demand was satiated by the
end of the year, and began to slacken with the result that as of
June 30, 1952, the stock of coins on band amounted to 242,593,334
subsidiary silver and minor coins. .

Management improvement
An active management improvement program hasibeen in effect
during the fiscal year 1952. Program techniques include periodic
surveys and inspections of operations in the mint plants, conferences
of operating officials and appointment of special committees, compari-
sons of operating costs in each mint, motion picture training programs,
periodic progress reporting by individual management committees in
each plant, and similar methods. ¢ Pl v e g :
A large number of improved methods and procedures has been
adopted in connection with the management program in recent years,
resulting in substantial reductions in coinage production costs.
Although salary costs have increased approximately 75 percent during
the past several years, coinage costs are actually 19 percent lower
today than they were several years ago. Reductions in coinage unit
costs during the past year, resulting from perfection and extension of
_technical improvements installed during previous years, and improve-
ments adopted in fiscal 1952, are shown 1n the following table.

Cotnage production costs—per 1,000 preces

Fiscal year ' 1-cent 5-cent 10-cent | 25-cent | 50-cent
195) o oo i $L21 $3.22 $2.10 $4.51 $7.59
1952 coieeeaen e e e mm e 110 2.99 L7 3.49 6.79

Estimated savings on an annual basis from management projects
-completed during the past year, explained later in this report, amount
to $82,000. ’ .
" Modernization of Philadelphia Mint—Technicians from several
prominent rolling mill companies have surveyed and studied the
available space at the Philadelphia Mint to determine if more efficient
" equipment can be utilized in the present building. The plan selected
by the mint calls for the revamping of present machinery with mini-
mum building alterations. Efforts will be made to provide for mech-
anization of operations in the melting and rolling division to permit
processing of a 400-pound bronze ingot in place of the present 30-
pound size. This will bring the Philadelphia operations in line with,
those at the Denver Mint. "Estimated savings would pay for equip-
ment costs in about four years. -
Construction of electronic weighing machine.—In collaboration with
technicians from the Bureau of the Mint, the Bureau of Standards
has undertaken comnstruction of an electronic automatic coin-blank
weighing machine. A working model has been completed success-
fully during the past year. It is expected that a complete weighing
machine will be constructed within the next several months and it is
anticipated that this type.of equipment will reduce coin-blank weigh-
ing costs when funds become available for the purchase of additional
units.
- Increased production from dies and collars.—As the result of long
and careful study of steel used in the production of coinage dies and
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collars, together with research as to heat treating and hardness
penetration, there has been an increase in average coinage production
from individual dies and collars. Savings were also realized from
lower die production costs. (Estimated annual savings, $20,000.)

Increasing thickness of bronze ingot—At the Philadelphia Mint in
1951, a wider bronze ingot was adopted. The thickness of this ingot
has now been increased from X%-inch to %-inch, resulting in the pro-
duction of longer strips and a reduction in the number of discarded
blanks from strip ends. Further savings were accomplished in rolling
operations following an intensive study of procedures which per- -
mitted the elimination of a number of passes through the rolling mills,
resulting in a rolling production increase without additional labor.
(Estimated annual savings, $12,000.)

Improved operation- and maintenance of coin presses.—A program
has been adopted for training coinage press operators and die setters
to do a more efficient job in. caring for their machines, thereby pre-
venting unnecessary lost time from improper machine functioning or
mechanical failure. An improved method for feeding coinage blanks
to coin presses has reduced the number of press shut-downs. Press

" operating speeds have been increased for all denominations, which
together with other improvements has resulted in increased press.
output. (Estimated annual savings, $14,000.)

Installation of overhead. conveyors in Coining Division.—Overhead
- conveyors have been installed in the operating divisions at the San

Francisco Mint, permitting mechanical handling of coinage blanks in
10,000-ounce containers as contrasted with the former practice of -
handling 800-ounce containers manually. Work stoppage at frequent
intervals to empty the small containers has been ehiminated and
operators can now devote more time to their machines. (Estimated
annual savings, $11,000.)

Installation of second vibrating riddle.—The original vibrating riddle
mstalled at the Philadelphia Mint proved to be very satisfactory,
warranting acquisition of additional equipment of this type. This
new equipment, which replaces the old style rocking-type riddle,
screens out imperfect coin blanks, chips, crescents, half-moons, etc.
Vibratory feeders have also been installed to feed blanks to the riddle,
permitting a more even flow of blanks across the riddle screen and
reducing manpower requirements. (Estimated annual savings,
$8,500.) . : :

Increased mold life for water-cooled unit.—Original castings for the
water-cooled molds gave poor service as a result of both warping and
cracking. A new type of casting made of gray iron has been adopted,
which has received special treatment to overcome porosity. The
gray iron castings are showing a longer life, with less warping, than
the old type. (Estimated annual savings, $4,000.) ‘ _

Improvement of upsetting operations.—Coinage blanks are processed
in g milling machine for the purpose of obtaining a slightly upset edge
before feeding to the coinage press. Upsetting operations have been
improved by changing the shape of the groove m the disc and segment

on the milling machine, eliminating jamming of blanks in the machines
and yielding greater production. (Estimated annual savings, $2,500.)

Safety program.——Each operating division in the several mints has
a safety committee, composed of supervisors, feremen, and workmen,
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which meets once each month to discuss potential accident hazards
in.the division and reports in writing to the superintendent’s safety
committee. The latter committee meets monthly, inspects the entire
plant, and makes recommendations for changes to the superintendent.
Copies of safety committee reports, and reports of all accidents, are
analyzed in the Director’s office and suggestions for improving the
safety program are relayed to the mints. The following comparison
indicates the substantial progress made in the safety program.

Comparison of accident records

Fiscal year | Fiscal year
1952 1951

Frequency rate 1. . i aicieecaeaes 16.10° 46. 45
Severity rate 2. .ol .88

! The number of disabling injuries per 1,000,000 man-hours worked. |
2 The number of days lost per 1,000 man-hours worked.

Motion picture travning program.—Motion pictures of mechanical
operations in each mint are used, in connection with comparative cost
" statements, to demonstrate the most efficient coinage methods to
officials, supervisors, and workers. As new procedures are developed
at any plant, motion pictures are taken of each improvement so that it
may also be adopted at the other plants, if feasible. - These films of
‘mint operations are also shown to mint personnel to develop a spirit
of competition and a thorough cost consciousness. Films of operations
in outside industry similar to the mint are reviewed for improved
procedures or new ideas which could be adopted in the mint, and films
on shop safety are shown to employees periodically.

Incentive awards program.—Continuing publicity was given to the
1incentive awards program during the past year through the use of
" various methods. Total awards under this program in 1952 amounted
to $4,715, including one group award for efficiency, under Title X of the
act approved October 28, 1949 (63 Stat. 971).. This award was made
for recommended changes, most of which were put in effect in 1951,
providing éstimated annual savings of $720,400.

Accounting improvement program.—Additional progress has been
made in the accounting improvement program during the past year,
particulacly in the fields of bullion and monetary accounting, and cost
accounting. Revised bullion accounting procedures have been
adopted, including a new journal and improved general ledgers, and
the Bullion Accounting Manual has been completed. Cost account-
ing forms have been revised to conform with budget activity classi-
fications, and progress has been made on revision of the Cost Account-
ing Manual. Attention is also being given to revision of the General:
Accounting Manual and necessary changes are being made in accord-
ance with instructions issued in connection with the Joint Accounting
Improvement Program; or to reflect the adoption of new or revised
accounting procedures more suitable to the mint’s operations.

Miscellaneous projects—Miscellaneous improvement, projects in-
clude: (a) Decreases of clerical personnel, (b) increased capacity of
feeding system for 18-inch breakdown mill, and (¢) greater utilization
of supervisory personnel on a production basis. (Estimated annual
savings, $10,000.)
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Bureau of Narcotics !

The Bureau of Narcotics administers a program designed to deal
with thecontrol of sources of the illicit supply of drugson international,
national, and local levels. .

Nationally, the Bureau is charged with the investigation, detection,
and prevention of violations of the Federal narcotic and marihuana
laws and of the Opium Poppy Control Act of 1942, and related stat-
utes. The scope of the Bureau’s operations is gradually enlarging
as additional drugs are made subject to these laws. Opium and coca
leaves and their derivatives have been under national control since
1915; marithuana has been under control since 1937; isonipecaine
was brought under control in 1944; and under the act of March 8,
1946 (26 U. S. C. 3228 (), 11 recently developed synthetic narcotics
were brought under control through findings by the Secretary of the
Treasury, proclaimed by the President, that the drugs possessed ad-
diction liability similar to morphine.

Opium, coca leaves, marihuana, and their more important deriv-
atives also have been under international control under the several
Opium Conventions of 1912,-1925, and 1931. Under the International
Protocol of November 19, 1948, two additional opium derivatives,

isonipecaine, and the eleven synthetic drugs were found to have addict-

ing qualities similar to morphine or cocaine and have been brought
under international control during the year by a procedure similar to
that provided in our national legislation. .

Important and effective aid in discouraging the illicit traffic in
narcotics and marihuana has been already afforded by Public Law 255,
82d Congress, First Session, approved November 2, 1951, which
provided for mandatory minimum penalties for violation of these laws,
particularly for second and third offenders. To further the coordi-
nation of Government activities in supervising the traffic in, and
arranging for scientific research with respect to narcotic drugs and
marihuana, the President on November 2, 1951, signed Executive
Order No. 10302 creating the Interdepartmental Committee on Nar-
cotics, composed of one representative from each of the Departments
of the Treasury, State, Defense, Justice, and Agriculture, and of the
Federal Security Agency. The Commissioner of Narcotics has been
named chairman of this'committee. -

" The Bureau directs its prinecipal activities toward the suppression
of the illicit traffic in narcotic drugs and marihuana and the control
of the legitimate manufacture and distribution of narcotics through the
customary channels of trade. It issues permits for import of the crude
narcotic drugs and for export and in-transit movements of narcotic
drugs and preparations. The Bureau supervises the manufacture and
distribution of narcotic substances within the country and has
authority to issue licenses for the production of opium poppies to meet,
the medical needs of the country if and when such production should
become in the public interest. Cooperation is given to States in
local narcotic legislation and enforcement and to the Department of
State in the discharge of the international obligations of the United
States concerning the abuse of narcotic drugs and marihuana.

During the fiscal year 1952, the total quantity of narcotic drugs

Nl Further information concerning narcotic drugs is available in the separate report of the Commissioner of
arcotics.
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seized in illicit traffic within the United States amounted to 3,330
ounces, in comparison with 1,082 ounces seized in 1951. Seizures
of marhuana amounted to 1,064 pounds bulk, and 16,393 cigarettes,
as compared with 961 pounds bulk and 22,479 cigarettes in 1951.

Substantial progress was made during the year i driving out some of
the biggest racketeers in illicit narcotics. Many principal dealers in
illicit drugs were caught and convicted, and heavy prison sentences
were imposed under the new legislation of November 1951..

"Thefts of narcotics from persons authorized to handle the drugs
increased slightly in number during 1952 but the quantity stolen
decreased.

During the fiscal year there were approximately 400,000 persons
registered with collectors of internal revenue under the Federal
narcotic and marihuana Jaws to engage in legitimate narcotic and
marihuana activities. v

The table following shows for the fiscal year the number of violations
of the narcotic and marihuana laws by persons registered to engage in
legitimate narcotic and marihuana activities and by persons who have
not qualified by registration to engage in such activities, as reported
by Federal narcotic enforcement officers.

Number of violations of the narcotic and marihuana laws reported during the  fiscal
year 1952 with the'br dispositions and penalties

Narcotic laws
Marihuana laws, non-
registered persons

Registered persons Nonregistered persons

Federal State Federal State Federal State

Court Court Court Court Court Court
Pending July 1, 1950 _._______ ‘ 201 1,288 . 566
Reported during 1952
Federal 1. _______.______ 245 2, 499 712
Joint to . 19 469 337
Total to be disposed of.. 465 4, 256 : 1,615
Convicted: ’
Federal. ... _._._._.__. 41 22 933 1,046 400 82
Joint. . - [ PO 281 231 68
Acquitted:
Federal. 36 16 16 8
11 6 13 4
313 54 169 22
R 3 EECEEEEREaa 92 47 97 18
Federa.l ................... ;T ) PSRN S S SN -
Joint e et e e el
Total disposed of. . . ... 260 2,960 _ 1,128
Pending June 30, 1952.._______ 205 : 1,296 487
Sentences imposed: Yrs, Mos.| Yrs. Mos.| Yrs. Mos.| Yrs. Mos.| Yrs. Mos.| Yrs. Mos.
Federal ... _______._.___ 74 6| 21 — | 2,748 6| 1,157 3 973 10 | 164 9
Joint_ oo 10 6 — - 815 . 9 157 1 485 8| 122 11
Total ... __._....._____. 85 — 21 — | 3, 564 311314 4 | 1,459 6 | 287 8
$12, 250 $98, 149 $413 $14, 487 $1,919
, 250 30, 426 4,573 7,258 |, 3,970
13, 500 128, 575 4, 986 21,740 © 5,889

1 Federal cases are made by Federal officers working independently while joint cases are made by Federal
and. State officers working in cooperation.
2 Represents 26 cases which were compromised in the sum of $8,620.
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In foreign countries, investigation, surveillance, and negotiation
are undertaken to restrict the amount of narcotic drugs entering
this country. Through cooperation with the Turkish and Italian
Governments, agents of the Bureau of Narcotics have reduced the
quantities of heroin and opium available to the illicit trade in the
United States. Similar cooperation by the Peruvian Government has
very substantially reduced the cocaine traffic in this country. The
Bureau is continuously on guard against the large supplies of opium
which are available in Communist China.

The importation, manufacture, and distribution of opium and its
derivatives are subjected to a system of quotas and allocations designed
to secure their proper distribution for medical needs. Additional
quantities of opium were imported during the year. Coca leaf imports
were sufficient both for medicinal purposes and for the manufacture
‘of nonnarcotic flavoring extracts.

The quantity of narcotic drugs exported m 1952 was considerably
lower than in 1951, but the export total is not significant in comparison
with the quantity used domestically. The manufacture of opium
derivatives continued high, principally because of the high medical
consumption of codeine and papaverine.

National defense operations also have increased the responsibilities
of the Bureau of Narcotics. The mobilization of large numbers of
troops has increased the number of special requests from the military
forces for aid by the Bureau of Narcotics in dealing with the traffic
in narcotics in and near military installations; in problems incidental
to the drafting of addicts; and in cases in which narcotic addiction
has been given falsely as a reason to escape the draft. In addition,
the National Resources Board has given the Bureau of Narcotics
complete control of national supplies of narcotic drugs for civil defense.
The Board will rely on the Bureau for supplies of adequate amounts,
safe storage, and availability for immediate distribution to disaster

oints.
P Substantial progress was made in this Bureau during the fiscal year
- 1952 in the field of management improvement. The Bureau’s ac-
counting system was reviewed and improved; the financial manage-
ment procedure was modified to assure more effective utilization of
appropriations; a comprehensive management schedule for the retire-
ment and disposition of Bureau records was put into operation; and
certain modifications were made in the frequency and content of
returns submitted by manufacturers of narcotics.

Committee on Practice

The Committee on Practice receives and acts upon applications of
attorneys and agents for admission to practice before the Treasury
Department. It makes inquiries, holds hearings and in general acts
as the administrative and advisory agency in all matters pértaining
to practice, makes recommendations to the Secretary of the Treasury,
and performs other duties prescribed by Department Circular No.
230, revised December 7, 1951. ,

The - committee also receives and acts upon applications of .indi-
viduals, corporations, partnerships, and associations for customhouse
brokers’ licenses, issues customhouse brokers’ licenses, makes recom-
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mendations to the Secretary of the Treasury, and performs ofher
duties as prescribed by Department Circular No. 559, revised June 1,
1949.

The following statement summarlzes the work of the Committee
for the year 1952.

Attorneys and agents: Number
Applications for enrollment approved._ . ________________________ - 6,152
Applications for enrollment disapproved___ .. ___________________ 14
Applications withdrawn on advice of the Committee______________ 72
Applications withdrawn with prejudice_ .- .. ___________.__ SR 1
Applications abandoned - . - . __________________________._._ 3

Special enrollment to practice before the Bureau of Internal Revenue:
Applications approved by reason of examination glven by the Com-
mittee on Practice_ - _ . L ____ 4
Applications approved pursuant to standards and procedures based
upon former service with the Treasury .Department (sec. 12, De-

partment Cirecular No. 230, revised) . _________ - _________ 76
Applications of former employees denied.___.____ e 9
Applications abandoned . - _______________________ e mmmmemeeman 82
Applications withdrawn__ . ____ . _________________ . ________ 16

Complaints disposed of pursuant to Sec. 5 (b) of the Admlmstratwe Pro-

cedure Act, as amended (5 U. S. C. 1004 (b)):
ReSJgnatlons submitted in order to evade proceedings in disbarment
and accepted by the committee. Names ordered stricken from

the roll_ ool 7
Resignations submitted in order to evade proceedings in disbarment .
and accepted by the committee with prejudice_ . . __________.____ 1
Formal complaints against enrolled persons:
Pending July 1, 1951 . _.__. 2
Filed during the year_ - _ - .. ______.__ 1
Pending June 30, 1952~ _ . _ . 3
Rev1510%1 of the roster commenced Jan. 1, 1952, pursuant to 31 CFR
10.6 (d):
Renewed enrollment cards issued. . ... _ 41, 737
Customhouse brokers: ’
Applications for licenses approved. .- . ________._.___ 65
. Applications withdrawn_ _ ___ ... 4
Applications abandoned . - __ ______________ . _.___ : 2
Avpplications denied.__ L. __ 1
Licenses canceled . .. il 37
Licenses revoked pursuant to Sec 641 (a) Tariff Act of 1930, as
amended _ . _ . e

Since the organization of the Committee on Practice in 1921, 103,5157
applications for enrollment have been approved and 949 * disapproved;
259 practitioners have been disbarred from further practice before
the Treasury Department, 140 have been suspended from practice
for various periods, 184 have been reprimanded, and 76 resignations
have been accepted.

On November 19, 1951, the Code of Federal Regulations was
amended to provide that all enrollment cards issued prior to January 1,
1952, shall be void ‘after March 31, 1952, and that applications for
renewals could be made at any time between January 1, 1952, and
June 30, 1952 (31 CFR 10.6 (d)). During the last six months of the
fiscal year 1952, therefore, the major efforts of the Committee on
Practice were devoted to issuing renewed enrollment cards and re-
vising and bringing up to date the roster of enrollees.

In order to handle this increased workload more expeditiously and
economically, certain field offices of the Bureau of Internal Revenue

r Revised.
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were requested to assist in issuing the renewed enrollment cards. "By
June 30, 1952, renewed enrollment cards had been issued to almost
42,000 of the 97,000 persons on the roster. About half of these were
issued by the committee headquarters and half by Internal Revenue"
field offices. During this same period new applications showed a
marked acceleration, with the result that there were almost 2,000
more new enrollees admitted during fiscal 1952 than for the corre-
sponding period last year.

Another amendment to the Code of Federal Regulations, 31 CFR .
10.6 (e), issued on December 7, 1951, provided that enrollment cards
issued after January 1, 1952, will expire automatically 5 years from
date of issue. '

Tax Advisory Staff of the Secretary

The Tax Advisory Staff of the Secretary has as its principal respon-
sibility the economic analysis and preparation of material for use by
the Secretary in the formulation of Treasury tax policies.

In assisting the Secretary to discharge his responsibilities in the
field of Federal taxation, the Staff explores the basic economic con-
" siderations involved in the Administration’s tax programs and in tax
questions presented to the Secretary by the President, committees of
the Congress, individual Members of Congress, other Government
agencies, and the public. This requires broad economic surveys of tax
problems, the assembly and presentation of statistical materials, and
analysis of the effects of alternative programs or measures for meeting
revenue requirements. Upon request, information is furnished to
the House Committee on Ways and Means, the Senate Finance Com-
mittee, and the Joint Committee on Internal Revenue Taxation.

These responsibilities also involve the consideration of State and
. local taxation in relation to Federal tax problems and the relationship
between the United States and foreign tax systems. ‘

During the fiscal year 1952, the work of the Tax Advisory Staff was
concerned primarily with the preparation of material in connection
with the Revenue Act of 1951, which became law on October 20, 1951,
and with the development of the President’s 1952 tax program to
provide at least enough additional revenues to reach the revenue goal
proposed Jast year, by eliminating loopholes and special privileges, and
by tax rate increases. This program was outlined by the President in
his Economic Report and Budget Message to the Congress on January
16 and 21, 1952, respectively. .

During the second half of the fiscal year the Staff prepared for use of
the congressional tax committees a report on how the principal pro-
visions of the Excess Profits Tax Act of 1950 operated during the calen-
dar year 1950, the first year in which it was partially applicable.

In the field of Federal-State and local tax relations the Staff prepared
a study entitled ‘“‘Federal-State-Local Tax Coordination” for the use
of the special Subcommittee on Coordination of Federal, State, and
Local Taxzes of the Committee on Ways and Means, investigating the
problems of overlapping and duplication of Federal, State, and local
taxes pursuant to House Resolution 414, passed by the House of
Representatives on September 27, 1951, This study, published on
March 7, 1952, as a committee print, brings up to date the discussions
of the problems of tax coordination considered in the 1942 report of the
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special ecommittee. The Staff also prepared a study for the Staff of the
Joint: Committee on: the Economic Report on the proposed constitu-
tional amendment to limit Federal income, estate, and gift taxes to 25
pell;cent,‘ which was included in their comprehensive report on this
subject.

In the field of international tax relations the Staff participated in the
negotiation of tax conventions with several foreign countries. Income
and estate tax treaties with-Finland and an estate tax treaty with
Switzerland were signed and submitted to the Senate for approval.

Office of the Technical Staff

The Office of the Technical Staff in the Office of the Secretary
serves as a technical staff for the Secretary on matters relating to
Treasury financing, public debt management, and various general
economic problems arising in connection with Treasury activities.

For use in policy decisions in these fields the Techmical Staff works
out possible courses of action, and keeps Treasury officials informed
of shifts in the basic economic and fiscal situation. Primary factors
.in debt management policy are the outlook for net cash flow into or
out of the Treasury and the outlook for Federal budget receipts,
expenditures, surplus or deficit, the debt, the cash balance, and the
general state of the economy.

For each financing operation the Technical Staff draws up alterna-
tive plans, including what specific securities might be offered to tap
various sources of new funds or in exchange operations. Terms for
such securities are reviewed, including rate of interest, maturity, call
period, negotiability, eligibility as collateral, redemption privileges
accorded to holders, and restrictions as to the amount of purchases or
holdings by different classes of investors.

The Technical Stafl analyzes the relation of these securities to the
maturity schedule and interest cost of the public debt, the effect of
their issuance on the market prices and ownership distribution of
outstanding Government securities, and the impact of the Treasury’s
public debt operations on the banking system, the money supply, and
the over-all credit structure. - Alternative courses of action are
weighed as to the probable effect on the general economy, with special.
reference to their inflationary or deflationary impact. ’

The Technical Staff also works out analyses of the assets and the
investment position of the various classes of investors, with particular
regard to their problems in managing their Federal security portfolios.
It reviews the relative desirability of cash pay-offs to, and additional
borrowing frem, each investor class, and the types of securities best
suited to the requirements of each class.

The Technical Staff work also includes discussions with consulting
committees composed of leading bankers, insurance men, bond dealers,
and others. The committees represent the American Bankers Asso-
ciation, the Investment Bankers Association, the Life Insurance
Association of America and the American Life Convention, the Na-
tional Association of Mutual Savings Banks, the Government Security
Dealers group, and others. 'The groups confer with the Secretary from
time to time and discuss their respective situations as well as the gen-
eral aspects of public debt management. On these occasions the
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Secretary usually has the Technical Staff review developments and
outline the problems ahead in the field of debt management. After
these meetings the Technical Staff prepares reports for the Secretary
to integrate the various reports and recommendations which have been
received.

The facilities-of the Technical Staff also are utilized by the Secretary
for the preparation of official estimates of Government receipts for
incorporation in the President’s annual budget message and in inter-
vening budget revisions. Similarly, estimates of the revenue effects
of proposed and pending legislation are prepared.

Technical mathematical analyses needed in connection with financ-
ing and public debt problems also are prepared. This work is under
the supervision of the Government Actuary, who is an Assistant
Director of the Technical Staff. He is responsible for reports on
actuarial matters involved in Treasury operations, and prepares
actuarial estimates required by statute with respect to the operations
of Government trust funds. The Secretary of the Treasury is charged
with the duty of handling the 1nvestment,s and other operatlons for
most of these funds.

United States Coast Guard
-General
The primary duties of the Coast Guard are to enforce or assist in
the enforcement of all applicable Federal laws upon the high seas
- and waters subject to the jurisdiction of the United States; to ad-
minister laws and promulgate and enforce regulations for the pro-
motion of safety of life and property on the high seas and on waters
subject to the jurisdiction of the United States, unless specifically
delegated by law to some other’ department; to develop, establish,
maintain, and operate, with due regard to the requirements of nauonal
defense, 8ids to maritime navigation, ice-breaking facilities, and rescue
facilities for the promotion of safety on and over the high seas and
waters subject to the jurisdiction of the United States; and to main-
tain a state of readiness to function as a specialized service of the
"Navy in time of war.

In the fiscal year 1952 the Coast Guard carried out numerous
important assignments in support of national security and defense
measures, in addition to performing the other duties previously
summarized. Its specialized training and facilities equipped the
Coast Guard to assume these added military responsibilities. without
curtailing its normal peacetime functions.

The readiness with which the Coast Guard met the new military
demands indicates the attainment of a high degree of efficiency,
training, and morale. The added duties were carried out without
disturbing the Coast Guard’s peacetime status as a service under the
Department of the Treasury, and close liaison and working arrange-
ments were maintained with the Navy and Department of Defense
to coordinate planning and insure.the wise and economical use of
Coast Guard resources and trained personnel.

While the bulk of Coast Guard activities are designed primarily
to meet peacetime needs, all of these activities have taken on added
importance since the outbreal of hostilities in Korea and the increase
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in shipments of defense materials abroad. It is recognized that any
“delay in maritime shipping would retard the defense program.

In order to carry out the numerous and varied new duties which
‘relate to and support national defense, the Coast Guard expanded
moderately. Military personnel on active duty at the end of the
fiscal year was 35,082, compared with 29,284 in 1951. This increase
was considered the minimum needed to man facilities and operations
. which were added to meet military requirements. In addition, per-
sonnel was required to augment search and rescue facilities in overseas
areas and to extend port security coverage in this country. A more
detailed account of the activities referred to here will be found in

appropriate sections which follow.

Law enforcement :

The port security program carrying out Executive Order 10173,
which was begun in 1951 to provide for the safeguarding of vessels,
harbors, ports, and waterfront facilities in the United States, was
continued in 1952. The purpose of this program is the protection of
waterfront facilities and of vessels in port. Under this program, meas-
ures to prevent sabotage include the security screening of seamen,

longshoremen, pilots, and waterfront workers, and others required to

have access to restricted waterfront facilities and vessels-in port.

Persons to be employed aboard merchant vessels are checked to de-
termine whether they were security risks, and during the year 170,328
merchant mariners’ documents bearing evidence of security clearance
were issued to individuals. A total of 775 security appeal hearings
was granted to those who were classed as poor security risks.

In the other category of longshoremen, warehousemen, pilots, and
waterfront workers, 196,951 persons were screened and 188,301 port
security cards were issued, while 827 hearings were granted upon
appeal by persons who had been found to be poor security risks.

An air detachment consisting of three helicopters and required
personnel was established on a test basis at the air station, Brooklyn,
N. Y., and has been operating since March 4 in support of port
security operations, This is the first unit of its type.

The volume of enforcement activities of the year is indicated by
the following statistics. ' ‘

Vessels boarded - . - - e 39, 552
Reports of violation of the Motorboat Act, 1940 (46 U. 8. C. 526) __. 2,710
Reports of violations of the Qil Pollution Act, 1924 (33 U. 8. C. 431).. 244
Reports of violations of Port Security Regulations____ .. __________ 4, 564
Permits issued to load or discharge explosives._____.___.__________ 1,090
Total tonnage of explosives covered by above permits__.__________._ 1,593,973
Explosive loadings supervised . - - - ool oo 757
Inspections of other hazardous cargo._ - - . __.._____ 6,377
Regattas patrolled . - - ean 830

In addition to the general enforcement of Federal laws on the high
seas and territorial waters of the United States, the Coast Guard as-
sisted other departments and agencies of the Government having
primary responsibility for the enforcement of the Oil Pollution Act,
anchorage regulations, laws relating to internal revenue, customs, im-
migration, quarantine, and the conservation and protection of wildlife
and the fisheries. . Full cooperation was extended to all Federal and-
to many State and municipal law enforcement agencies.

221052—53——13 ‘ )
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. Ilustrative of 'such cooperation was participation by Coast Guard
aviation personnel in the location of 190 illicit distilleries. Discovery
of these distilleries is estimated to have prevented the loss of $119,263
in revenue.

Assistance operations

In the operation of rescue facilities for the promotion of safety on
and over the high seas and waters subject to the jurisdiction of the
United States, the Coast Guard employed its available facilities to the
maximum advantage. :

The Coast Guard maintains an organization of surface craft, aircraft,
lifeboat stations, bases, and radio stations, together with .operation
and communications centers (rescue coordination centers), in its several
districts and areas located within and without the continental United
States. The assistance rendered and the employment of equipment
and personnel during the fiscal year is shown in the following statistics.

Number of assistance calls responded to ! _____________________ 15, 555
Number of instances of major assistance 2______ . _______ . _______ 4,197
Number of instances of minor assistance_._____________________ 7,166
Value of vessels and aircraft assisted (including cargo)____._____ $319, 721, 552
Lives saved or persons rescued from peril__.._.________._______ 5, 855
Vessels refloated. ... ._.____ U 797
Disabled vessels towed to port_ - - .. ) 6, 203

1 The differences in the number of calls responded to and the number of Instances of assistance rendered
represent those cases in which the Coast Guard responded but in which assistance was given by some
other source or was no longer needed or possible. .

2 The term “major assistance’” as used herc means those rescue incidents wherein immediate danger to
the person or craft is involved and which, without the rendering of Coast Guard assistance, probably would
have resulted in death; serious injury to persons, aircraft, or vessels; shipwreck; or great financial loss from
damage to the craft. .

The following illustrate major cases of assistance rendered during
the year. v _

" On January 9, the S. S. Pennsylvania broadcast that she had sus-
tained a 14-foot crack in her port side. A tremendous sea was
running, and the wind exceeded 55 miles per hour. The master ad-
vised that the vessel was foundering and that 45 men were abandoning
ship in four lifeboats 665 miles west of Cape Flattery, Wash. The
Coast Guard used all the facilities at its command in the area, and the
coordinated use of Navy, Air Force, and Royal Canadian Air Force
facilities in an attempt to locate and rescue the survivors of the vessel.
Fifty-one aircraft from all services and 18 surface vessels participated
in the search. Some of the debris was located, including one over-
turned lifeboat, but no survivors were found.

On February 18, during a severe ‘“northeaster’”’ off the New England
coast, the ‘T2 tankers S. S. Fort Mercer and S. S. Pendleton broke
in half. Coast Guard vessels, aircraft, and lifeboat stations, working
under severe winter conditions, rescued and removed 62 persons from
the foundering ships or from the water with a loss of only 5 lives.
Certain of the participating Coast Guard personnel involved performed
duty above and beyond that associated with normal duty, for which
they were commended by the Secretary of the Treasury and awarded
the Treasury’s life saving medal.

Jmmediately following the crash of a commercial overseas transport
aircraft off the San Juan Harbor on April 11, Coast Guard forces co-
ordinated with the Air Force and the Navy to rescue 17 of the 69
persons on board. -
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On April 7, the breakup of ice in the Mississippi River and its
tributaries at Bismarck, N. Dak., and above, and on the Big Sioux,
created the worst flood conditions in that area in thirty years. Coast
Guard personnel rendered assistance in that major disaster, utilizing
small boat equipment, mobile radio stations, automotive equipment,
helicopters, and fixed wing aircraft. The Coast Guard evacuated
stranded persons, transported critical relief supplies, evacuated live-
. stock from low ground, transported personnel engaged in levee con-
struction, and generally assisted the Red Cross, local, State, civil,
and military authorities. '

Marine inspection and safety measures

During the year no passenger lost his life as a result of casualties
on inspected and certificated American passenger vessels.

Among the duties which the Coast Guard performed in promotin;
safety of life and property on all vessels subject to the navigation an
vessel inspection laws of the United States were issuance of certifi-
cates of inspection; investigation of marine casualties; enforcement of
manning requirements, citizenship requirements, and requirements
for the mustering and drilling of crews; approval of plans for the con-
struction, repair, and alteration of vessels; shipping and protection of
merchant seamen; licensing and certificating of officers, pilots, and
seamen; administration of load line requirements; promulgation and
enforcement of rules for lights, signals, speed, steering, sailing, pass-
ing, anchorage, movement, and towlines of vessels, and of regulations
governing the transportation of explosives and other dangerous cargoes
on board vessels; regulations for outfitting and operating motorboats;
inspection of equipment hazardous to those employed on vessels;
licensing of motorboat operators, regulation of regattas and marine
parades; and promulgation and enforcement of rules governing the
gas freeing of merchant marine vessels incident to repairs and
inspections.

June 1952 marked both the delivery of the S. S. United States and
the completion of its initial annual inspection. Not only is this the
largest passenger vessel ever built in this country (53,309 %ross tons), .
but also the fastest merchant vessel in the world. Capable of carry-
ing 2,000 passengers in peacetime and of being quickly converted to
carry more than 12,000 troops in wartime, the Uniled States was
built to the highest modern safety standards, exceeding those of any
vessel previously built. The delivery marked the completion of
extensive work incident to the testing and approval of equipment
especially designed for this vessel, as well as the approval of the many
plans covering its construction, and the installation of electrical and
mechanical equipment required by Coast Guard safety regulations.

A total of 17,281 plans and blueprints covering the construction or
material alteration of merchant vessels was reviewed or acted upon.
Close cooperation was maintained with the many organizations carry-
ing on research or engaged in the development of specifications which
can be- applied to the design, construction, and repair of merchant
vessels and their equipment. Required safety equipment for mer-
chant vessels was examined and tested and 253 items were granted
technical approval. .

On November 19, 1951, Italy deposited its ratification of the 1948
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Convention for the Safety of Life at Sea. As this brought the number
of ratifications to fifteen, the Convention, by its terms became effective
November 19, 1952. :

This Convention materially affects the safety requirements for
passenger vessels and cargo vessels of 500 gross tons and over, engaged
1n international trade. From the standpoint of direct effect on the
maritime industry, action for implementation of the 1948 Convention
is one of the more important accomplishments of the year. The
Merchant Marine Council of the Coast Guard held public hearings
and solicited cooperation and assistance of the merchant marine
industry and other persons concerned or affected. Approximately
1,400 pages of material concerning the proposed regulations, which
comprisé a rearrangement of almost 60 percent of the present regula-
tions, were distributed to all who had expressed an interest in the
various safety subjects under consideration. C ' .

The active interest and response to requests for comments on the
proposed regulations indicate that when the new regulations are
finally promulgated there will exist substantial agreement between all
segments of the merchant marine industry. The new arrangemeént
of safety regulations will be published in Chapter I of Title 46, Code
of Federal Regulations. .

Six public hearings of the Merchant Marine Council were held
regarding pilot rules, classification of inland waters and high seas in the
southeastern Alaska area, classification of waters in southeastern
Alaska for inspection purposes, dangerous cargo regulations, naviga-
tion regulations for the St. Mary’s River in Michigan, security of
vessels and waterfront facilities, marine engineering regulations, and
specification for various types of safety equipment. All written
and oral comments, data, and suggestions received from private
enterprise and industry were considered and, where possible, were
incorporated in the amendments to the regulations.

The Merchant Marine Council Committee held 22 regular meetings.
Preliminary consideration was given to proposed amendments to
regulations, proposed legislation affecting the merchant marine, and
other matters affecting safety at sea. Panels of consultants composed
of outstanding representatives from industry assisted the committee.

There were 2,879 marine casualties reported during the year, of
which 2,072 received detailed investigation, 28 of the most serious by
formal Marine Boards of Investigation. The nature of the remaining
807 casualties did not warrant detailed investigation. There were
312 lives lost in 86 marine casualties, including 11 lives lost in the
burning of the Danish vessel S. S. Errig in the Columbia River.

Ten vessels of over 1,000 gross tons were lost as a result of marine
casualties: The motor vessel Southern Isles, the barges Umnak Island
and Wollaston, the S. S. Flying Enterprise, S. S. Pennsylvania, S. S.
George Walton, S. S. William Eaton, S. S. Pendleton, S. S. Marie H.
Brown, and 8. S. Erria. ,

Certain of these mishaps led to an extensive review of the ship
fracture situation. The review indicated that the record of new
ships built since 1945 has been excellent. This was attributed to
knowledge gained from experience, testing, and technical study.
With respect to existing vessels built during World War II, the posi-
tion was not so satisfactory, because many of the improvements
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developed since the war could not be applied to vessels already built.
It was decided that further corrective action should be taken on ¢T2”
tankers, including an increase in the longitudinal strength of these
ships. ‘A manual suggesting. satisfactory loading and ballastmg
procedures on tankers is now under preparation.

The following is a digest of marine inspection activities.

\ Gross ton-
Number
of vessels nage of
vessels
Annual inspections completed ! 6, 687 22, 105, 202
Drydock examinations. . - - J. 6,270 27, 682, 682
ReinsSpections. . o e e c o ceccccccececccccmaemacnn 2,524 9, 228, 643
Special surveys (Passenger veSSels) .. a e e veiit it cccccc e o174
Special examinations by traveling mspectors of passenger and tank vessels.____ 204 |
Miscellaneous inspections. . . . oo 16, 378
Undocumented vessels numbered under provisions of act of June 7, 1918 (46 .
USC 288) 3. e cieceaeci e penen 393,790 | oo _i_._.
Violations of navigation and vessel inspection laws___ 3,797 |eeoeoeoeeeie o
Factory inspections 3. _.._.___ y - ——-

& 1 Inclugles 225 vessels, totaling 337,377 gross tons, which were conversions or new construction completed
uring the year.

3 The total of vessels numbered is 67,745 less than that reported for the fiscal year 1951, due mostly to the
removal from the records of 66,747 vessels which are exempt from the numbering requlrements This
represents a net reduction of 998 "vessels.

3 There were {actory inspections of 703,515 items of equipment. The heavy increase in factory inspections
is accounted for by (1) a considerable number of extensive boiler repair jobs ordered in the Cleveland marine -
inspection zone on vessels equipped with boilers which had been in service many years and (2) replenish-
ment of stocks of boiler repair materials manufactured in the Cleveland zone but stocked elsewhere.

Merchant marine personnel.—The licensing and certificating of
merchant marine personnel included the issuance of a total of 144,602
documents. Of this number, 48,551 were issued to persons who had
no previous service in the merchant marine, and 950 were' licenses
- issued to radio officers under the provisions of the act of May 12, 1948
(46 U. S. C. 229 (¢)). In the interest of national defense, 7,941
individual waivers of manning requirements for merchant vessels were
issued. Shipping commissioners supervised the execution of 17,650
sets of shipment and discharge shipping articles.

Merchant Marine Investigating Units in major United States ports
and Merchant Marine Details in London, Antwerp, Bremerhaven,
Naples, Trieste, and Piraeus continued to operate in the administration
of discipline in the merchant marine. During the year a total of 8,964
investigations of cases involving negligence, incompetence, and mis- .
conduct were made. As a result, charges were preferred and hearmgs
held on 1,134 cases by civilian examiners,

"Aids to navigation

On June 30, 1952, there were maintained 37,838 aids to navigation
in the navigable waters of the United States, its Territories, posses-
sions, the Trust Territory of the Pacific Islands, and at overseas
military bases. These aids consisted of many different devices,
ranging from simple unlighted wooden spar buoys to light St&thDS
lightships, and loran networks.

During the year, 929 new aids were established and 882 aids were
discontinued, an increase of 47. These changes in aids to navigation
were necessary because of the ever-changing natural channels and the
completion of rivers and harbors improvements. At the end of the
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year, 36 loran stations operated by the Coast Guard were supplying
long-range navigational service to aircraft and ships. These included
a new loran chain of three stations in Japan.

Ocean stations

Coast Guard ships transmitted 61,483 weather reports, made
52,080 radio contacts with aircraft, rendered assistance to 35 cases, and
cruised 807,912 miles in connection with the ocean station program
during the year. Ocean station vessels provided search and rescue,
communications, air navigation facilities, and meteorological services
in the ocean areas regularly traversed by alrcraft of the United States
and other cooperating governments. As of the end of the year, the
Coast Guard operated five stations in the Pacific Ocean (an increase
of two since 1951) and five stations in the North Atlantic Ocean.
An additional North Atlantic station is maintained by the Coast
Guard two-thirds of the time, with the Netherlands operating it the
remaining one-third.

Benng Sea Patrol

The Bering Sea Patrol was carrled out by the U. S. C. G. C. North-
_ wind from June 4 to October 5, 1951. The purposes of this annual
‘patrol are the protection of life and property; protection of the seal
herds and other wild life; law enforcement and transportation of a
floating court in the administration of justice; the furnishing of
medical and dental assistance to natives and others in remote localities
in the areas contiguous to the Bering Sea and Arctic Ocean; and the
logistics, support of isolated Coast Guard facilities. During the
patrol the Northwind cruised 12,460 miles, carried 26 passengers on
missions in the interest of the general public, transported 76.8 tons
of freight and 184.1 tons of fuel oil for Government agencies, and ren-
dered medical treatment to 243 persons and dental treatment to
496 persons.

International Ice Patrol

The post-season activities of the International Service for Study
and Observation of Ice Conditions in the North Atlantic for 1951
consisted of an oceanographic survey by the U. S. C. G. C. Evergreen
from July 7, 1951, to August 3, 1951, in the area northerly from the
Grand Banks to Baffin Bay.

Preliminary aerial reconnaissance flights by aircraft operating from .
Argentia, Newfoundland, commenced on February 13, 1952. The
Office of the Commander, International Ice Patrol, was established
at Argentia on March 5. Aerial reconnaissance by either one or two
long-range aircraft, depending upon actual ice conditions, continued
until June 16 when it was determined that no seasonal ice menace
existed to the recognized routes across the North Atlantic and the
_ patrol for the 1952 season was discontinued. During three of the
last four years, ice conditions have been such that a surface patrol
has not been necessary. The Evergreen made three patrols in carrying
out the program of oceanographic surveys in the region of the Grand
Banks, and plans were made for a post-season oceanographlc cruise
to the northward.
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Facilities, equipment, construction, and development

. Floating units.—The larger ships in active commission at the end
of the year consisted of 192 cutters of various types, 62 patrol boats,
36 lightships, 42 harbor tugs, and 10 buoy boats, an increase of 14
vessels over the previous year. During the year they cruised 3,216,617
miles, compared with 2,742,949 miles the previous year.

Included in the 192 cutters is the C. G. C. Courier, a 339-foot vessel
equipped with radio broadcasting facilities and manned and operated
by the Coast Guard to assist in carrying out the Voice of America
program of the Department of State.

In addition to the larger ships there were 262 motor surfboats,
177 motor lifeboats, 1,254 miscellaneous motorboats 1,966 non-
powered craft, and 75 barges in operation. '

By utilization of modern assembly line methods, one hundred 40-
foot steel utility boats, newly designed by the Coast Guard, were
constructed at the Coast Guard Yard. Contract designs Were com-
pleted for a new 95-foot diesel-powered seagoing steel patrol cutter
as a replacement unit for vessels now approaching obsolescence.
Construction of the first of the new boats 1s scheduled at the yard
late in 1952.

The keel for lightship WAL-613, to replace Ambrose Lightship in
New York Harbor, was laid at the yard in January, with delivery
scheduled for September.

The C. G. C. Dione (WPC-107) was reactivated at the yard for
assignment to search and rescue duty in the Gulf of Mexico.

Diesel main propulsion and auxiliary power were installed in the
C. G. C. Fir (WAGL~-212). Extensive alterations were also made to
the living compartments and buoy handling gear. A considerable
saving in fuel and repair is expected to result from this conversion.

Shore establishments.—Shore establishments at the end of the
fiscal year consisted of 12 district offices, 3 section offices, 4 inspec-
tion offices, 1 aircraft repair and supply base, 9 air statlons 11 air
detachment,s 151 hifeboat stations, 12 bases, 36 depots, 333 manned
light statlons 60 light attendant stamons 36 loran transmitting
stations, 46 marine inspection offices, 6 merchant marine details
located in foreign ports, 15 radio stations, 1 academy, 1 training
station, 20 recruiting stations, 1 receiving center, 5 rifle ranges,
4 ship training detachments (mobile units), 2 supply centers, 10 supply
depots, and 1 shipyard. In addition to the foregoing, captain of the
port offices, supplemented by port security units, were maintained
in major shipping centers.

The construction of new port security facilities, including small -
boat berthing, was 95 percent complete on June 30. The new Gulf
of Alaska Loran Chain was substantially completed and all stations
were ‘“‘on the air’” by March. The Hawaiian Loran Chain reconstruc-
tion was completed and all stations ready for operation by June.
The Philippine Chain was rehabilitated, a new station was erected
at Falalop, the Cocos station was reconstructed, and work was started
on rebuilding the facilities at Saipan. In the Ryukyus Chain, the
stations at both Okinawa and Iwo Jima were rehabilitated.

The Coast Guard Academy Memorial Chapel at New London,
Conn., was completed and dedicated. At the same location, work is
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proceeding on the first unit of a new galley and mess hall building.
Rehabilitation was under way at the training stations—Cape May,
N. J., Groton, Conn., and Alameda, Calif. Other work in progress
includes rehabilitation of loran stations at Cape Blanco, Oreg., and
Point Grenville, Wash.; and construction of new industrial facilities
at Base, Sault Ste. Marie, Mich.; Depot, St. Louis, Mo.; Aircraft
Repair and Supply Base, Elizabeth City, N. C.; and Depot, Guam.
Engineering design was started on projects for reconstruction of the
loran stations at French Frigate: Shoals, Hobe Sound, Fla., Point
Arguello, Calif., and Point Arena, Calif.; for a new light station at
Mayport, Fla., to replace a lightship; for expansion of Air Detach-
ment facilities at Annette Island, Alaska; and for rescue coordination
8enters for search and rescue units on islands in the Pacific and Atlantic

ceans, .

- During the year the Coast Guard also repaired and maintained
20,000 fixed structures at shore units, including minor lighted aids to
navigation, and 22,000 buoys. Approximately 6,800 construction
and repair projects were undertaken. Of this number, 678 were
major projects of which 399 were completed during the year.

Aireraft.—During the year the Coast Guard operated 113 fixed and
rotary wing aircraft deployed from nine air stations and eleven air
detachments. Air detachments outside the United States proper
were located at Argentia, Newfoundland; San Juan, P. R.; Honolulu,
T. H.; Guam, M. I.; Sangley Point, P. I.; Kodiak, Alaska; and
Annette Island, Alaska. ' :

In carrying out various duties, 10,664 sorties were flown for a
total of 29,185 hours. Aircraft transported 1,469,453 pounds of
supplies and equipment in logistic support of Coast Guard shore
units at isolated stations in the Western Pacific Area.

* Twenty new fixed and rotary wing aircraft were acquired as replace-
ments for over-age aircraft, with attendant improvements in speed,
range, and utility. TFurther progress in standardization and safety
was realized. Helicopter rotor and transmission improvements were -
installed to provide longer life and structural integrity. The over-
haul of specified helicopter components also was standardized and
centralized to insure safer operations and longer use. The helicopter
hoisting mechanism was improved and a new helicopter fuel tank
installation has resulted in improved range and versatility. A
procurement program for the twenty-man collapsible life raft was .
initiated. These life rafts will replace the current wooden airborne
lifeboats and are expected to result in decided monetary savings as
. well as better performance. _

New developments.—Electronics equipment was improved through
application of the following new techniques: The automatic tracking
loran receiver has been developed further so that it is now feasible to
use a repeater indicator in the cockpit within direct view of the pilot.
This repeater presents two lines of position so that a navigational fix
is immediately available. A prototype of this equipment is now under
construction and it is expected the equipment will be used during the
next annual ice patrol. ) :

A project was begun to make slave loran stations completely
automatic. One loran station, which was established to provide extra
coverage for the entrance to New York Harbor, has been running
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completely automatically during the past fiscal year. This proved
‘to be entirely reliable. A project was started during the year to
design radar reflectors for use on Coast Guard motor lifeboats in
order that shore based coastal surveillance radars might be used
to direct these boats alongside distressed craft. and to further di-
rect them on a safe return passage. Preliminary tests indicate that
a, considerable improvement can be realized in the radar reflection
“characteristics of motor lifeboats. A project is under way to provide
an automatic radio call device for use at mobile and fixed units where
a continuous radio watch cannot be maintained. This will permit
selected shore radio stations, which are designated to maintain radio
guard, to establish radio communication with units so equipped at
any time instead of being limited to scheduled watch periods. Field
tests of this equipment are planned during the fiscal year 1953.

Other testing and development programs were focussed on methods
of reducing the cost of repetitive maintenance, on improvements
which could reduce the unit cost of service, and on developments in
fields where the Coast Guard has basic statutory responsibility. The
following activities are illustrative of these programs. The frequency
of buoy painting was changed from one year to every two years and
routine hauling for painting of some 2,500 wooden boats was decreased
from an average of three times a year to one annual hauling for wooden
bottom painting. This was made possible by the development of
improved paint systems for buoys and wooden boats. Decreases in
costs of small boat hull construction and maintenance possibly may
result from the use of laminated glass fiber boats. Twenty such
boats were designed and built so that this potential saving may be
evaluated. A redesign of all standard types of buoys is in process to
improve their visual and radar characteristics and at the same time
decrease both the cost per unit of service rendered and the average
unit cost of replacements.  The work loads of the industrial activities
of the Coast Guard were analyzed and work diverted or reassigned
in many cases to obtain a more efficient utilization of manufacturing
and repair facilities. Manufacturing and repair methods are under
study with a view to simplifying designs and processes. The explosive
properties of ammonium nitrate were investigated under the guidance
of the National Academy of Sciences.

Ship Structure Commartee—The Secretary of the Treasury convened
the Ship Structure Committee in 1946 to assist the Coast Guard in
carrying out its primary responsibility for the safety of life at sea.
The committee is charged with conducting a research program
intended to improve the hull structures of ships. Under the Chair-
manship of the Engineer in Chief, the committee is composed of
members from various agencies concerned with ships; i. e, Navy
Department, Maritime Administration, and the American Bureau of
Shipping. The National Academy of Sciences—National Research
Council contributes important technical assistance and advice.
Although the committee has originated many important improve-
ments in the field of ship structure, much remains to be learned. The
need for this program was emphasized by the ship casualties which
occurred during the winter gales of 1951-1952,



186 1952 REPORT OF THE SECRETARY OF THE TREASURY

Personnel . .

Active, military, and ciwilian.—On 30 June 1952, the military
personnel strength of the Coast Guard on active duty was 35,082
and consisted of 3,151 commissioned officers, 459 commissioned
warrant officers, 357 cadets, 479 warrant officers, and 30,636 enlisted
men. The foregoing represents a net increase for the year of 519
commissioned officers and 5,261 enlisted men. The authorized force
of civilian employees was 2,467 salaried personnel, 3,366 wage board
employees, and 595 part time lamplighters, an increase of 297 over
the total authorized for 1951: ,

Since the expansion program requiring the recall of reserve officers
began about two years ago, many reserve officers have been complet-
- ing the required period of obligated service. The numbers released
to inactive duty at their request are becoming more numerous each
month. Continued appointment of new reserve officers and recall of
others to active service will be necessary to offset this loss.

A program of postgraduate, specialized, and advanced training was
afforded to selected officers to increase their value. The expanded
.manning program in connection with the port security and the military
readiness programs necessitated the assignment of many officers to
refresher and short courses in antisubmarine warfare training, damage
control, éxplosives loading, firefighting, etc. A special course in
fire prevention was set up at Illinois Institute of Technology, Chicago.
Other officers were trained at the U. S. Naval Magazine, Port Chicago,
Calif., and the Army Military Policy Replacement Training Center,
Camp Gordon, Ga.

The Officer Candidate School was ‘established at the Academy for
mdoctrination training of candidates for commissions for temporary
service or extended active duty as reserve officers.

On June 6, 77 cadets were graduated from the Academy, and com-
missioned as ensigns. In the 1952 Nation-wide competitive examina-
tion for appointment as cadets, 487 received passing grades from
among 1,425 who took the examination. From this number 225
were appointed as the Class of 1956. The 1952 summer practice
cruise was made aboard the cutters Campbell and Eagle, and included
visits to European ports.

On November 1, 1951, an accelerated military readiness program
was authorized for the Coast Guard which provided for an increase of
5,396 enlisted men. By April 1, 1952, nearly all of the personnel

were enlisted. The executive orders providing involuntary extension - -

of enlistments were applied. Personnel whose enlistments were
involuntarily extended were permitted to reduce the extended time
by agreeing to enlist in the Reserve following discharge.

Of the 20,940 men who applied for enlistment in the Coast Guard,
9,126 were enlisted, 3,558 were rejected physically, 6,959 were rejected
for other reasons, 626 were accepted but failed to enlist, and 671
applications were pending on June 30, 1952. A total of 8,141 recruits
reported to the recruit training centers at Cape May, N. J., and
Alameda, Calif., the remaining newly enlisted personnel being assigned
to duty without receiving basic training. .

To meet the new enlisted personnel demands of military readiness,
the training station at Groton, Conn., was expanded to capacity; and
increased quotas were obtained in Navy, Army, and other schools,
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The average number of men in training per month was 1,579, and the
total number graduated from all schools was 6,782. The Mllltary
Police, Explosive Loading, Firefighting, and Sonar Schools accounted
for the greater part of this total, and six other schools for the balance.

Correspondence courses were in great demand; the Coast Guard
Institute had a current enrollment in all courses of 8 ,825.

The Coast Guard continued its program of cooperatlon in the
training of foreign nationals and foreign exchange students by open-
ing the facilities of the Groton Training Station to those interested in
aids to navigation, loran, and related subjects, and by arranging
visits to Coast Guard Headqusuters and other operatlonal facilities.
Four Cuban naval officers and representatives from Japan, Haiti,
Canada, Israel, India, Okinawa, and Iraq spent varying periods of
time studymg and observmg Coast Guard activities.

Public Health support.—On June 30, 1952, 82 U. S. Public Health
Service officers were on" duty, distributed as follows: 34 medical
officers, 38 dental officers, 9 nurse officers, and 1 scientist officer.

Three new motorized dental units were assigned to the 5th, 7th,
and 8th Districts. The units embraced thelatest engineering concepts,
and those for the 7th and 8th Districts were provided. with air
conditioning.

Second year resident medical officers were continued for duty on
ocean weather stations A4, B, and €. These stations were manned
throughout the year. Five full time medical officers were detailed
to the westerd area for duty on ocean weather stations S and V.

Coast Guard Reserve.—At the end of the fiscal year the strength
of the Reserve had reached 10,904 distributed as follows: On extended
active duty, 926 officers and 683 enlisted; on inactive duty, 2,588
officers and 6,707 enlisted.

Port securlty continued to be the major training program, both in

number of units and personnel. By June 30, 42 Organized Reserve
Training Units, Port Security, were in operation, with 268 officers
and 2,849 enlisted members associated in paid drill status. This was
an increase over the previous year of 7 units, 44 officers, and 857
enlisted members.

The vessel augmentation program, in which 2 experlmental Organ-
ized Reserve Training Units had been established in the fiscal year
1951, was expanded to 15 units, with 76 officers and 285 enlisted men
associated in paid drill status.

Inter-service aviation training”was initiated on an organized basis
with the Navy, and 18 officers and 4 enlisted men were assigned in paid
drill status. In addition, 88 officers and 5 enlisted men were associated
with Naval Reserve units in drill pay status in other types of inter-
service training programs.

As more Reserve personnel were absorbed into organized training
programs and others were recalled to active duty, the Volunteer Re-
serve Training units were reduced both in number of units and in
personnel. By June 30, 31 units were operating with 360 officers and
146 enlisted members.

As the end of the fiscal year approachcd however, various measures
designed to stimulate expansion of the Volunteer Reserve Training
units were under way. In anticipation of the establishment at some
future time of organized training units in aids to navigation, the es-
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tablishment of volunteer units for this type of training was authorized
and encouraged. -
Special efforts were made to provide two weeks of active duty for
training to supplement and complete the year’s drill sessions for mem-
bers of organized units. Training courses were set up for this purpose
in five port citiés to provide practical work in port security, while
members of vessel augmentation units were trained aboard Coast
Guard vessels, A total of 386 officers and 2,436 enlisted members
received two weeks of active duty training.
. Military justice.—This was the initial year of the operation of the
Uniform Code of Military Justice. A total of 1,484 cases was re-
ceived for processing. This figure included 34 general courts martial,
406 special courts martial, and 1,044 summary courts martial. Ap-
pellate review by the Board of Review was required in 27 general and
93 special court martial cases. In the remainder of the cases ap-
pellate review was completed either by the General Counsel or by an
officer of the Coast Guard having authority to convene general courts
martial. Eight Board of Review cases were appealed to the United
States Court of Military Appeals, six by petition of the accused and
two upon certification by the General Counsel. The Court of Military
Appeals affirmed 6 cases, reversed 1, and 1 is now pending.

Administration

Achievements in improvement of general management and admin-
istration during the fiscal year were facilitated by field surveys cover-
ing major functional areas of the Coast Guard and supporting ac-
tivities. On the basis of background developed by private consult-
ants in previous years, installation and follow-up of improvements
were undertaken in Merchant Marine Safety, Operations, Engineering,
Personnel, and Finance and Supply. Numerous simplifications in
practices and procedures have been instituted. Tightened fiscal ad-
ministration requirements have been clarified through the issuance of
a Manual of Budgetary Administration which combines policies and
instructions governing budget formulation and execution in a formal
financial plan tied directly to the operating program.

Fiscal management.—Shortly before the beginning of the fiscal year
1952 installation of the new accounting system was completed and an
administrative reorganization was adopted at Headquarters which,
among other things, placed all fiscal activities under a newly created
Comptroller. The fiscal year 1952 has been a period during which
both the operation of the accounting system and the organization of
the entire financial administration have been improved.
+. .'The first summarized comprehensive financial report of the Coast
Guard was prepared from the accounts and records maintained under
the new system. for the month of August 1951. This report has been
issued monthly since that date. An internal audit program was de-
veloped and audits of six districts and four Headquarters units were
made during the fiscal year. The internal audit program has proved
to be a most important part of financial administration.

Although some administrative problems still exist relative to ob-
taining the desired currency of reports and the accuracy and use of
accounting data for management purposes, the accounting improve-
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ment program was completed in all major aspects except property
accounting. It is planned to proceed with this latter task during the
fiscal year 1953. o ‘

Supply program.—In the supply program, the basic framework for
improved distribution and inventory control of stocks was completed
with the installation of the last of the 10 district supply depots and in-
corporation of inventory control at the twenty industrial activities
where the scope of operations warrants this control.:

One result has been the bringing into controlled inventory much
" usable material heretofore not properly identified, and, the disposal
of much unusable, obsolete, or scrap material. Another result has
been improved geographic distribution of stocks. A third result is
better consolidation of procurement actions. :

In addition, arrangements for support by the Navy, Army, or
General Services Administration have been clarified or improved in
respect to all items which can be obtained from those sources.

- Personnel safety program.—During the fiscal year accidental injuries

to civilian employees were reduced 50 percent below those in 1951.
The reduction is attributed to improved organization and the positive
assignment of responsibilities for safety. It is expected that these
same factors will eventually reduce military injuries and motor
vehicle accidents to a corresponding degree. Fire damage during
the fiscal year showed a gratifying dollar reduction.

The Coast Guard also is concentrating on off-duty injuries especi-
ally off-duty motor vehicle fatalities. A permanent motor vehicle
operator’s record, contained on a single sheet, was developed. It
quickly furnishes any desired information.concerning accidents, viola-~
tions, and all operators’ permits issued during the entire career of
military or civilian personnel who operate Coast Guard vehicles.

Surplus property.—During the year, surplus property with an
acquisition value of $944,721 was transferred to other Government
agencies and $1,819,565 was sold or donated to educational insti-
tutions under General Services Administration regulations.

 Disposal of iron and steel scrap.—All units have continued an active
participation in the iron and steel scrap drive, which in 1952 resulted
in the recovery of 3,875 tons of vital materials. The sum of $135,290
was realized from the sale of this scrap.

Coast Guard Auxiliary

The Coast Guard Auxiliary ended the fiscal year with 12,804
members and 7,596 facilities. The primary activity of this volunteer
nonmilitary organization, which is active in 151 communities, is the
promotion of safety and efficiency in the operation of small boats.

Attainments of the Auxiliary included the examination and passing
of 19,368 small boats which met the statutory requirements for
equipment, the patrolling of 343 regattas, the rendering of assistance
to 2,074 small boats, and the graduation of 626 nonmembers from a
course of instruction in seamanship and small boat handling.

Auxiliary units in most of their localities have promoted and sup-
ported much publicity directed at safety upon the waters. These
activities, coupled with examples of good practices, averted many
tragedies.
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Funds available, obligations, and balances :

During the fiscal year 1952, the sum of $6,300.00 was expended for
mustering-out payments under the provisions of the act of February
3, 1944, as amended (38 U. S, C. 691). In settlement of unused leave,
under the act of August 9, 1946 (37 U. S. C. 37), $8,911.18 was paid to
43 claimants.

The following table shows the amounts available for the Coast
Guard during 1952, and the amounts of obligations and unobligated
balances.

Funds avail- | Net total obli- | Unobligated
able gations balances
Operating expenses. . ................... o emmmemeecaaeans $188, 781, 000 $180, 900, 862 $7,880, 138
Reserve training. . _. 1,850, 000 1, 706, 887 143, 113
Retired pay. .- .co..___..__. . . 16, 647, 000 16, 442, 187 204,813
Acquisition, construction, and improvements: :
Acquisition, construction, and improvements. 22, 290, 204 17, 896, 446 4,393, 758
Acquisition of vessels and shore facilities...___ 43.055 --56, 465 99, 520
Establishing and improving aids to navigation._ - —635 —863 228
Special projects, aids to navigation. ... ... -1,002 —=1,002 fccceiiaaas
Subtotal. .. ... O 22,331, 622 17,838, 116 4,493, 506
Total appropriated funds. .. ... _____...______ 229, 609, 622 216,888,052 | 12,721,570
Miscellaneous funds: . :
Payments, Armed Forces Leave Act of 1946 (allot-
ment to Treasury, Coast Guard)....__.._...._.__..__. —5,836 —~5,836 |cecaennaann
Coast Guard Academy, donation for chapel, Treasury . .
Department. ..o oo oL 33,876 . 23,540 © 10,338
United States Coast Guard giftfund.____._..___.__._. 100 100 |ocaeeaioin
Total miscellaneous funds._...._...... ... ........ 28, 140 17,804 10, 336
Working funds established by advances from other ’
Government agencies:
Department of Defense:
Department of the Navy ... ... o.ooooo...... 7,626, 720 7, 463, 431 163, 289
Department of the Army. __ R —31 =313 |eeceeoes
Federal Security Agency....._._ 556, 200 556,200 |- . ooeoo_o
Department of Commerce. - .. R 176 —55 231
Department of State.........._........o... R 495, 600 495, 207 303
Total working funds. ... 8,678, 383 8,514,560 | 163, 823.
Grand total.._. ... iiiliaaao. 238,316,145 225, 420, 416 12, 895, 729

United States Savings Bonds Division

Treasury policy of encouraging national thrift through investment
in savings bonds is centered in the United States Savings Bonds
Division. The 17-year experience of the savings bonds program has
demonstrated that during periods of war and defense the purchase
of savings bonds strengthens our economy by reinforcing our military
power and helps to stabilize the economy after .these emergencies
are over. Savings bonds bought during the war created a financial
reserve of purchasing power which enabled their holders at the end
of the war to spend their current incomes freely. This freedom of
spending was a factor in our avoidance of postwar recession such as
has shortly followed every other major war in our history.

There are two continuing objectives of the United States Savings
Bonds Division: (1) to increase the number of buyers of savings
bonds; and (2) to encourage established investors to keep their matur-
ing Series E bonds for an additional -10-year period. The magnitude
of the over-all program is indicated by gross sales of savings bonds of
$3.9 billion during the fiscal year 1952 and by the volume of savings
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bonds outstanding at the end of the year amounting to $57.7 billion.
(Details of sales, redemptions, and amounts outstanding, by series,
will be found on pages 627 through 639.)

Automatic extension of maturing Series E bonds in 1951, and the
subsequent revisions of terms of Series E bonds, the substitution of
Series J and Series K bonds for Series I and Series G bonds, and the
introduction of the new current income bonds, Series H, which occurred
in 1952, placed upon the Division responsibility for making these
revisions known to bondholders and potential bondholders. The
importance of publicizing the automatic extension privilege alone is’
indicated by the fact that during the next five fiscal years (1953-1957)
more than $20 billion Series E bonds are scheduled to fall due under
the original 10-year maturity plan.

Shortly after the defense mobilization was begun in the summer of
1950, the Division expanded its goal to increase the number of persons
buying savings bonds on regular purchase plans through deductions
by employers from wages and salaries. Payroll savings plan partici-
pants increased substantially between January and June 1951 and,
despite the difficulties caused by the high rate of labor turnover, the
number participating in the fiscal year 1952 increased still further.
Substantial gains in the number of payroll savers were made in the
steel, automobile, glass, and meat packing industries. QOutstanding
was the campaign among the employees of the aircraft manufacturing
industry which resulted in adding over 115,000 new participants.

The successes of this program were due to the cooperation of top
executives of certain large companies which assumed leadership, the
person-to-person canvassing conducted by a number of these com-
panies, and the assistance given the Savings Bonds staff throughout
the country by the 28 outstanding industrialists comprising the
National Payroll Savings Advisory Committee. As of June 30, 1952,
it is estimated that 7,500,000 persons were enlisted in the payroll
savings plan, compared with 5,300,000 participating on June 30, 1951,

A somewhat similar automatic savings program is that for self-
employed and professional persons. In this program, designated
the bond-a-month plan, the purchaser authorizes his bank to debit
his checking account regularly for the price of a savings bond. The
bank then issues and delivers the bonds as a free service to depositors.

New efforts were made during the year to bring more farm operators
into a regular purchase program. Under the equipment reserve plan
farmers buy bonds in order to accumulate cash reserves which ulti-
mately will be used to replace worn-out mechanized farm machinery.
The farmers invest in bonds each year an amount equivalent to the
allowable deductions for depreciation on their mechanized equip-
ment. Since this amounts to an average of about 10 percent of the
original cost, when the machines are 10 years old there are available
bond reserves amounting to the cost price, plus the interest accrued
on the bonds. Farm organizations themselves originated this plan.
An exact count is not feasible, but farmers participating in this
regular purchase plan at the end of 1952 numbered in the thousands
and were increasing rapidly.

The United States Savings Bonds Division is administered by a
small headquarters staff, and has field representatives in each State,
the District of Columbia, and the Territory of Hawaii. This nucleus
is augmented by many thousands of volunteers who are organized
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on a.nation-wide basis and who serve under-State and local advisory -
chairmen who, in turn, are aided by national advisory committees.

As a means of increasing the effectiveness of the Division, plans
were made during 1952 for a systematic review of methods and opera- -
tions as a basis for making continuous improvements. Extensive
studiées of the role of the volunteer were initiated and a program was
developed to expand and improve volunteer activity.

A comprehensive reorganization of the Division took place during
the year in order to clarify application of effort and to define more
clearly the several areas of responsibility. In Washington, four
basic units replaced the previously existing eight. The new units,
each of which is supervised by an assistant director, are: Sales Opera-
tions, Program Development, Advertising and Promotlon and Ad-
ministration. Four liaison officers were named to make regular
visits to State offices, to gather reports of progress; and to report to
headquarters the problems which must be overcome. In the field,
emphasis was placed on employment of personnel equipped to handle
alﬁ aspects of the savings bonds program rather than specialized
phases.

At headquarters, the staff of Program Development, in collabora-
tion with other units, is responsible for developing programs, which

_are then turned over to Sales Operations to put into effect. Adver-

tising and Promotion develops programs to increase sales by use of
»formulas prov1ded by Program Development, and provides technical
services in ‘graphic and dramatic form through publications, radio
and television, scripts, press, motion pictures, and other media.

During the fiscal year 1952, the advertising industry and advertisers
contributed nearly $55,000,000 worth of time and space for savings
bonds advertising, the greatest- amount in any year since World War I11.
This contribution (brought about largely by the efforts of volunteers)
came through allocations of the Advertising Council (a voluntary
nonprofit group organized to support public service programs);

_national networks, local radio and television stations; national
magazines; daily and weekly newspapers; business publications; .
farm journals; outdoor advertising; transportation advertising; and
through national and local advertisers and their agencies.

United States Secret Service

The powers and duties of the United States Secret Service are defined
in 18 U. S. C. 3056, as amended by Public Law 79, 82d Congress,
approved July 16, 1951. Its major functions, under direction of the
Secretary of the Treasury, are protection of the person of the President
of the United States and members of his immediate family, of the
President-elect, and of the Vice President at his request; the detection
and arrest of persons committing any offenses against obligations and
securities of the United States and of foreign governments; the detec-
tion and arrest of persons violating certain laws relating to the Federal
Deposit Insurance Corporation, Federal land banks, joint-stock land
banks, and national farm loan associations, as spec1ﬁed in18 U.S. C.
3056; and the detection and arrest of any persons violating any laws
of the United States directly concerning official matters administered
by and under the direct control of the Treasury Department.

The Secret Service also directs activities of the White House Police
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Force, which protects the Executive Mansion and grounds; and of the
Uniformed Force, which protects the Treasury Building and other
buildings housing Treasury Department activities, and the currency
and other obligations and securities of the United States in production,
storage, and transit. "

Management improvement

A headquarters Management Committee was organized during the
year to study ideas and suggestions for improving systems and pro-
cedures. Administrative operations of several sections were stream-
lined, several forms were abolished, work space was rearranged, and
controls for supplies and equipment were simplified and improved.

The Secret Service completed a thorough inspection of its head-
- quarters office, which resulted in the disposal of more than 500 cubic
feet of obsolete records and made available 57 filing cabinets. This -
obviated the necessity of buying an equivalent number of new cabinets
* which would have cost nearly $5,000. Through destruction or other

disposal of files and records on its continung records retirement
program, in the field offices, the Secret Service disposed of an addi-
tional 450 cubic feet of records occupying 281 square feet of floor space.

Inspections of Secret Service field offices under the regional inspec-
‘tion system established the previous year were completed, and many
recommendations for increased efficiency were made and adopted.

A formal training agreement was drafted by the Management
Committee after conferences with representatives of the Personnel
Division, to provide for systematic promotions to positions as special
agents for male clerks of the Secret Service and also for qualified
members of the Uniformed Force. It is expected that the agreement,
if approved, will provide an incentive for young clerical employees and
guards, and will establish a clear-cut promotion policy for such person-
nel. o :

Preliminary plans were completed for the specialized training of

.Secret Service special agents as a supplement to existing Treasury
training schools. Inauguration of a proposed 4-week course awaits
preparation of the final draft of the curriculum and the selection of
competent instructors. A special training course for the White House
Police is also in preparation. This course will deal with various phases
of security techniques, crowd control, and protection of persons and
property. A practical outdoor pistol course was planned and inaugu-
rated for the training of Secret Service agents, White House Police,
and members of the Uniformed Force. Members of these three units
were also given special training in first aid and in combating atomic,
biological. and chemical warfare. ' ' .

A compilation of various court decisions and opinions of the General
Counsel of the Treasury Department and of the Attorney General,
bearing directly upon matters of interest to the Secret Service, was
begun and will be issued to investigative personnel for study..

A proposal to raise the numerical limitation of the White House
Police Force from 133 to 170 was enacted into law (Public Law 418,

-82d Cong., approved June 28, 1952).

" At the suggestion of the House Appropriations Committee, the

Secret Service cooperated with the General Counsel of the Treasury .

Department in drafting a proposed law to provide for payment of

$10,000 to the beneficiary of a Federal law-enforcement officer killed
221052—53——14
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in the performance of his duty as the result of a personal injury in-
flicted by another. Action on the draft is pending.

In expanding its crime prevention program, the Secret Service dis-
tributed a new revised edition of the “Know Your Money” booklet
and completed and distributed to field offices new framed displays of
genuine and counterfeit bills, to be shown in banks and other business
institutions. A new 16 millimeter educational motion picture, ‘“The
Secret Service Story,” produced in November 1951, without cost to.
the Government, shows how to detect counterfeit money and combat
‘the forgery of Government checks, and how the Secret Service pro-
tects the President of the United States. This film is shown to civic
groups and in high schools.

Protective and security activities

Upon completion of the renovation of the White House, after the
President and his family moved from Blair House into the Executive
Mansion, protection by the White House Police and Secret Service -
agents at Blair House was discontinued. Beginning April 22, the
White House was opened to the public daily except Sunday and Mon-
day, and the White House Police were required to supervise and con-
trol crowds of visitors averaging from 6,000 to 8,000 a day.

The U. S. Supreme Court refused to review the case of Oscar
Collazo, Puerto Rican Nationalist who was wounded November 1,
1950, when he and an accomplice shot down White House Police
officers at the Blair House in an abortive attempt to assassinate Presi-
dent Truman. August 1, 1952, was the date set for Collazo’s execu-
cution, but the President commuted the sentence to life imprisonment.

The Uniformed Force of the Secret Service safeguarded more than
$500 billion of currency, stamps, bonds, and other obligations and
securities in transit, production, and storage.

Enforcement activities

The arrests of four Chicago counterfeiters in February halted the
widespread circulation of counterfeit $10 and $20 bills in major cities
of the country and paved the way for more intense investigations of
forged Government checks. The Chicago case was climaxed by the
purchase of $100,000 in counterfeit bills by an undercover agent. As
of June 30, all four principals were awaiting prosecution.

Although counterfeiting took a downward trend as the result of
these arrests, the public lost $374,002.15 in counterfeit bills and
$5,859.84 in counterfeit coins pa'ssed on unsuspecting merchants and
cashiers.- In addition, the Secret Service captured $393,802.25 in
counterfeit bills and $266.70 in counterfeit coins before they could be
circulated, and arrested 279 persons for violating the counterfeiting
laws. Agents seized 9 plants responsible for the manufacture of 17
issues of counterfeit bills.

In one case in Buffalo, N. Y., the Secret Serwce discharged its re-
sponsibility for protecting the currency of other countries. In April
about 30 counterfeit $10 Canadian notes were passed in Buffalo. The
culprit was arrested on April 21 and admitted passing about 30 similar
notes and using the proceeds to buy illicit narcotics {or himself and his
friends. He was sentenced to serve 2); years in & Federal penitentiary.

The following table summarizes seizures of counterfeit money during
the fiscal years 1951 and 1952



ADMINISTRATIVE REPORTS : 195

Counlerfeit money seized—fiscal years 1951 and 1952

Percentage
increase, or

) 1951 1952 Tncrease, or
. decrease (=)’

decrease (~)

Counterfeit and altered notes seized:

After being eirculated ... ... ... $512,087.53 | $374,002.15 {—$138, 985. 38 =27.1

Before being circulated. ... . ... 917, 943. 95 393,802.25 | —524,141.70 —57.1

12 DR 1,430, 931. 48 767,804.40 | ~663,127.08 —46.3
Counterfeit coins seized: -

After being circulated. 8,200.15 5,859, 84 —2,340.31 —28.5

Before being circulated. 305. 20 266. 70 —38.50 —12.6

B X117 RN 8, 505. 35 6,126.54 | —2,378.81 —28.0

QGrand total. . oL 1,439, 436. 83 773,930.94 | —665, 505,89 -46.2

Number of investigations of criminal and noncriminal activities
fiscal years 1961 and 1962 .

. Percentage
Increase, or
1951 1952 decrease (—) ggg:;ss:,( (ir)
Criminal cases: )
Making or passing:
Counterfeit NOteS ..o ceooccaocaaos 948 860 —88 -9.3
Counterfeit coins.__ 78 67 —-11 . —14.1
Altered obligations 231 310 79 34.2
Forgery of Government checks. 38,102 30,091 —8,011 . —2L0
Stolen or forged bonds.. 6, 569 4,900 —1,669 -~25.4
Protective research cases 3,422 2,831 . =591 -17.3
Miscellaneous 368 303 25 - 6.8
L U 49,718 30,452 ~10,268 | - ~20.6
Noneriminal . e 2,361 3,012 651 27.6
Grand total. .. 52,079 42,464 —9,615 —-18.5

The forgery and fraudulent negotiation of Government checks con-
tinued to be more than a two-million-dollar racket. The Secret Service
had on hand 9,009 forged checks and received 28,586 forged checks for
investigation during 1952. Of these, 30,091 forged check cases in-
volving $2,385,750.50 were investigated. Special agents - arrested
2,144 persons for check forgery and developed several unusual cases.

In Washington, D. C., for example, coincidence trapped a narcotic
addict when he stole and forged a check payable to a woman. He
remembered that he had an acquaintance with the same surname as
the payee, and he asked him to cash the check. The check happened
to belong to the mother of the acquaintance, and her son took it away
- from the forger and delivered it to the rightful owner. The forger was
arrested by Secret Service agents and confessed that he stole the
check to get money to buy illicit drugs. He was sent to the U. S. Public
Health Service hospital at Lexington, Ky., to undergo treatment for
his addiction. His motive for forgery followed a growing pattern
among other drug addicts.

In New York City two men who had progressed from the use of
marihuana to addiction to heroin were arrested as check - forgers.
Drugs cost each of them $70 a day, and to satisfy their craving they
stole more than 250 checks before they were arrested and sentenced
to 3 years each.

Testing his theory that three can live as cheaply as one, & man in
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Brooklyn, N. Y., married two women, established a home for each,
and divided his time between them. He spent 4 days-a-week with one
wife, 3 days with the other, posing as a traveling salesman whose work
kept him away from home part time. Actually his only “business”
was stealing and forging Government checks, using the proceeds to
maintain his two homes. When arrested by Secret Service agents he
said he had come to the conclusion that “two wives are just too many
for one man to support.” .

Forgeries of stolen savings bonds added. to the enforcement burden
of the Secret Service, which had on hand 2,425 forged bonds and re-
ceived 4,227 more for investigation. Of these, 4,900 cases were closed
;epresenting $379,208.85. There were 105 persons arrested for bond

orgery.

Ign ayddibion to counterfeiters and forgers, the Secret Service arrested
159 persons for other crimes, making a total of 2,687 persons arrested.
There were 2,422 convictions, representing 98.0 percent of convictions
in cases that went to trial.

Prison sentences totaled 2,884 years and additional sentences of
2,538 ‘years were suspended or probated. Fines in criminal cases
prosecuted totaled $23,734.02. '

Cases of all types received for investigation, including counterfeiting
and forgery cases, aggregated 39,884, and although 42,464 cases were .
completed during the year, there were 9,952 cases still awaiting investi-
gation as of June 30.

The following tables constitute a statistical summary of Secret Serv-
icedi‘nvestigations, arrests, and dispositions for the fiscal years 1951
and 1952. ’

Number of arrests and cases disposed of, fiscal years 1951 and 1952

Percentage
1951 . 1952 Increase, or increase, or -
decrease () | qocrease (—)
Arrests for:
Making or passing: .
Counterfeit notes..._. e ec—————— 276 1188 —88 -31.9
Counterfeit coins.... . - 31 17 —14 —45.2
Altered obligations....._.. 44 74 30 68.2
Forgery of Government checks. .. 2,174 2,144 ~30 ~1.4
Violation of Gold Reserve Act. 13 4 44.4
Stolen or forged bonds.___ 114 105 -9 -7.9
Protective research cases 85 74 -11 —~12.9
False claim cases....... 19 43 24 126.3
Miscellaneous. ..o o ceooiii s 20 29 9 45.0
Fotal. il 2,772 2,687 -85 -3.1
Cases disposed of:
Convictions in connection with:
Counterfeit notes. 183 187 4 2.2
Counterfeit coins. 25 21 —4 -16.0
Altered obligations. 43 58 15 34.9
Forgery of Government checks... 2,031 1,963 —68 —~3.3
Violation of Gold Reserve Act... 7 -1 —-12.5
Violation of Farm Loan Act...... i | N . ~1 —100.0
Stolen or forged bonds....... . 108 90 —18 ~16.7
Protective research cases. . 79 72 -7 -89
False claim cases...._...... 8 3 -5 —62.5
Miscellaneous.... 21 b2 N PRI HU
Total....__.. 2, 507 2,422 —85 —3.4
Acquittals ... .. ' 30 49 19 63.3
Dismissed, not indicted, or died before trial. 264 214 ~50 —18.9
Total cases disposed Of ceeeomcvrveceacnnn. 2, 801 2,685 —116 —4.1
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Summary of Treasury Activities Since June 25, 1946

Exhibit 1..—Appendixes A through D

APPENDIX A. MANAGEMENT OF THE PUBLIC DEBT

In the Annual Report of the Secretary of the Treasury for the Fiscal Year 1951,
there appears as exhibit 22 the reply by the Secretary of the Treasury to the
inquiries by the Subcommittee on General Credit Control and Debt Management
of the Joint Committee on the Economic Report. Included in the answers to
Questions 17 and 18, beginning on page 247 of the 1951 report, is a description
of the issues involved in the policy discussions between the Treasury and the
Federal Reserve System from the end of World War II until the accord announced
by these agencies on March 4, 1951, and a description of the nature of that accord.
There is set forth below a continuation of the discussion in the 1951 report to
bring the material included therein forward so as to cover the period through
December 31, 1952

DEBT MANAGEMENT—MARCH 4, 1951 70 DECEMBER 31, 1952

The period following the announcement of the accord between the Treasury
and the Federal Reserve was devoted primarily to the working out of the matters
which had been under intensive discussion between the two agencies prior to
March 4, 1951.

There - was, first, the matter of long-term bonds overhanging the market and
being offered for sale daily in large amounts by insurance companies, savings
banks, and other long-term investors. Some $13% billion of long-term bonds
were removed from the marketable supply through the Treasury’s offer to exchange
a 2% percent Investment Series bond for the two longest-term marketable re-
stricted 23 percent bonds outstanding. Pressure on prices in the long-term area
continued, nevertheless, and prices started to decline shortly after the accord
announcement, when official support was withdrawn from the market. By May
15, 1951, prices (on a bid basis) of the longest-term Treasury bond had dropped
to 962%,. Prices fluctuated within a 4 point range, thereafter, going as low as

952%, and as high as 982%, during the balance of 1951 and as, low as 95%3 and as
high as 99%, during 1952.

The exchange offering and the downward price movement of long-term bonds
slowed down the liquidation of securities by long-term investors, but did not
immediately terminate such transactions in their entirety. Life insurance com-
panies, for example, sold $14 billion of restricted long-term 2%’s between April 1,
1951, and May 31, 1952, to secure funds to meet their mortgage and corporate bond
commitments, even though prices were substantially below par. Selling from this
source, however, dried up beginning in June 1952, although the companies did not
actively enter the market on the buving side.

Treasury analyses throughout the period indicated that as long as the defense
program required a large volume of new plant and equlpment and as long as
veterans were encouraged by favorable terms to acquire new housing, long-term
investors as a group were likely to be on the selling side of the Government
security market, or, at any rate, would not be vigorous purchasers of Government
securities. There were some particular members of the group, however—including
some pension funds and eleemosynary institutions—who were buying limited
amounts of Government securities in counteraction to the general trend. To
satisfy their needs and to test the extent of the long-term market, the Treasury
reoffered the nonmarketable 2% percent bonds on May 19, 1952, on a part cash,
part exchange basis. The response to this offering was hmlted with cash sub-
scriptions from private investors totaling $318 million.

The exchange offering, the downward price movements of long-term bonds,
and the mcreased yields on shorter-term securities, were coupled during a part
of the period with (1) a voluntary credit restraint program, (2) the intensive use of
selective controls, and (3) the allocation of critical materials. These factors
together served to ‘affect the attitude of lenders; but there is some doubt as to
the extent to which they were successful in actually restraining credit expansion.
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The fact is that credit appeared to be available in reasonable quantities to most
borrowers throughout the period, although at rates of interest somewhat higher
than had prevailed previously. Commercial bank loans to /private borrowers
(including investments in private securities) increased by $9) billion (from the
end of March 1951 to October 29, 1952) and it is estimated that the net increase in -
private loans and investments of life insurance companies, mutual savings banks,
and savings and loan associations totaled $184 billion from the end of March 1951
to December 31, 1952.

The second major matter that had to be worked out after the announcement
of the accord between the Treasury and the Federal Reserve concerned the
refunding of the large volume of short-term securities callable or maturing during
the ensuing months, The refunding of maturing issues was accomplished sue-
cessfully—but at a level of interest rates substantially higher than had existed
prior to March 1951. All securities maturing between April 1951 and December
1952 (except one small bond issue) were refunded into short-term securities
‘(certificates and notes) bearing coupons from 1% percent to 2% percent and
terms to maturity from 9% to 14 months, as the Treasury adjusted its offerings
to the easing and tlghtenmg of the market within the framework of the Federal
Reserve discount rate of 131 percent.

A number of taxable 2 percent and 2% percent bonds became callable during
the period. AN opportunities to cail them were passed over, however, in view of
the fact that the new market level made it impossible to refund these securities
- at a significant saving in interest.

The third matter relating to the public debt that had to be worked out during
the period between March 1951 and December 1952 was the raising of new funds
by the Treasury to finance the defense mobilization program. The volume in-
volved did not turn out to be as large as originally expected because the defense
program expanded more slowly than called for by the early schedules. The

Treasury confined the major portion of its new money offerings to short- and
medium-term obligations; since, as indicated above, there was no significant
volume of long-term funds available. During the third quarter of 1951 and in
the second quarter of 1952, new money in the aggregate amount of $3% billion
was raised through increases in the regular weekly offerings of Treasury bills. In
the fall of 1951, two series of new tax anticipation bills were offered in an aggre-
gate amount of $234 billion. These were designed as a medium for the invest-
ment of funds accrued by corporations to meet the concentration of tax payments
on March 15 and June 15 of each year. In June 1952, some $4 billion was raised
through the offering of an intermediate-term bond. This was acquired primarily
by nonbank investors on original subscription, but substantial bank participation
developed during the secondary distribution in the market. Finally, in the last
quarter of 1952, the Treasury again offered two series of tax anticipation bills,
totaling $414 billion. This offering sufficiently replenished the Treasury’s cash
?gé%nce to obviate any need to raise additional new money before the spring of

Other public debt management operations during the period included & number
of measures designed to readjust yields on nonmarketable issues to the new levels
of interest rates in the market. In May 1951, the yields on Treasury savings
notes were adjusted to put them in line with the yields of short-term marketable
securities. In May 1952, the yields of savings bonds were raised, both for the
intermediate periods prior to maturity and for the entire period to maturity. In
the case of the E bond, the yield was also improved if the bond was held for an
additional period after the original maturity. A new H bond was added to the
savings bond series to provide a current income option to persons buying savmgs
bonds in denominations of $500 or higher.

APPENDIX B. REPORT TO THE TAXPAYERS ON IMPROVEMENTS
AND REORGANIZATION OF THE BUREAU OF INTERNAL REVENUE
SINCE JUNE 1946. (DISTRIBUTED WITH PRESS RELEASE IN
SEPTEMBER 1952))

FOREWORD

It the taxpayer is to understand what his government is doing, he must be
informed. ne of the responsibliities of the government is to inform- him.

The story that is told in these pages is one that few citizens could know if it were
not made available by those who possess the facts. The story to my mind is.an
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important and unusual chapter in the history of one of our most vital agencies,
the Bureau of Internal Revenue.

It is a remarkable story of determined progress toward improvements. As is
- frequently true when travelling a long road through developing and expanding
territory, we came upon one bad spot. It was found, unfortunately, that there
were some employees who could not resist temptation 'and fell into irregularities.
These have been firmly and courageously eliminated. While this bad spot slowed
the way momentarily, the real story represents a period of persistent and successful
effort to overcome extraordinary difficulties and to shape a service that fully merits
public confidence.

My associates-in the Treasury and I are proud to have had a part in these
achievements. They could not have been brought about, however, without the
tireless and unstinting efforts of the Commissioner of Internal Revenue and the
great body of associated workers in the Bureau itself; or without the alert interest
and assistance of Congress and its committees.concerned with internal rev-
enue affairs: The Senate Committee on Government Operations, the House
Committee on Expenditures in the Executive Departments, the House Commit-
tee on Ways and Means, the Senate and House Appropriations Committees, the
Senate Finance Committee, the Joint Committee on Internal Revenue Taxation,
the King Subcommittee on Administration of Internal Revenue Laws of the House
-Ways and Means Committee, and the Kefauver Special Senate Committee to
Investigate Organized Crime in Interstate Commerce. Finally, this progress
would not have been possible without the wholehearted and unflagging encourage-
ment and backing of President Truman.

I am sure the taxpayer will find this story one well worth his interest and his
reading. The success of the efforts that have been made to provide the.citizen
with a sound internal revenue system will depend in considerable part on his
understanding of what has been done and what is being done to give him the best
possible service. .

Joun W. SNYDER,
Secretary of the Treasury.

A MEMORANDUM TO THE TAxXPAYER FroM THE Tax COLLECTOR !

The average American taxpayer doesn’t enjoy paying taxes. Nevertheless, he
pays them willingly and conscientiously, as his duty and his privilege in a free
democracy.

It is one of the great strengths of this Nation and a tribute to the faith and
loyalty of its citizens that relatively few American taxpayers have to have the
tax collector knock on their door to get their taxes. The great majority of tax-
payers pay their taxes voluntarily and pay them in full, as the law prescribes,
with no more demand than a notice of when they are due.

When he pays out a sizable part of his earnings for the support of his govern-
ment, the taxpayer expects, as a matter of course, that the collection of his taxes
will be handled fairly, efficiently, and honestly.

This is a memorandum to the taxpayer to report to him on the kind of job that -
his tax collector has been doing in handling the dollars entrusted to him each year.

This is not just a routine report. It is made because of many important and
far-reaching changes that have taken place over the past su( years in the Federal
tax collecting system.

It is a story that can’t be told in a headline, like the accounts of wrongdomg by
a relatively few of the revenue personnel about which the taxpayer has read and
heard. This is a story of unusual service and performance, in the face of great
difficulty, by the great mass of “right doers” in the revenue service, whose records
have withstood the most searching scrutiny. It is an account of changes that
have been wrought in the last six years to transform the revenue agency from a
prewar organization, whose basic structure was fashioned during the. Civil War,
to a modern, efficiently controlled business operation capable of discharging the
greatly magnified responsibilities placed on it during World War II.

Many of these changes have affected the taxpayer directly. All of them affect
him indirectly. They involve his money and his government. Therefore, they
- are his business.

1 Certain data used in the original text of this document have been revxsed herein to reflect final figures
for the fiscal year 1952, .
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SoMETHING ABOUT THE TAX COLLECTING JOB -

Like all the principal fiscal responsibilities of the Government, the collection of
Federal taxes is a function of the Department of the Treasury. All domestic
revenues are collected through the Bureau of Internal Revenue, which is the
world’s biggest banking business.

The duties of the Bureau of Internal Revenue involve much more than receiving
and processing the annual tax return and tax estimate that the average individual
files each year. .

They include also the handling of tax returns from proprietorships and corpo-
. rations, excess profits taxes, the tax represented by the stamps on cigarettes and
liquor, the Federal tax paid in the store on jewelry, toiletries, and other items,
taxes on the gains of gamblers; taxes on theater admissions, telephone service,
telegrams; taxes on inheritances and gifts; and taxes on safety deposit boxes,
train, air, and bus tickets, slot machines, marihuana, adulterated butter, oil
transported in pipelines.

To go on, the Bureau collects social security and unemployment taxes, railroad
retirement taxes, and taxes withheld from wages on account of individual income
taxes. .

It does more than just collect and record these taxes. It also checks them as
to accuracy and investigates a large number of them in detail.

It makes refunds on overpayments running into billions, and similarly collects
billions in taxes not originally reported, either through error or for purposes of
evasion. It investigates cases of evasion and recommends criminal or civil action
where appropriate.

Just to add a few more things, the Bureau also issues permits for distillers and
manufacturers of firearms, registers manufacturers of renovated butter, supervises
and controls the bonding of whisky, and regulates the manufacture and use of
liquor bottles.

This still doesn’t cover everything that the Bureau does, nor describe the
difficulties of many of these operations. But it will serve to show the complexity
and broad scope of the Bureau’s problems.

THE SIZE OF THE BUREAU’S JOB

Sofnething of the size of the Bureau’s job can be given in a few broad facts:

In the fiscal year ending June 30, 1952, the Bureau collected more than $65
billion in taxes, received nearly 90 million tax returns and handled over 100,000,000
other related information documents.

It audited and investigated 4,055,000 returns, and as a result asserted addi-
tional taxes of nearly $2 billion more than had been reported as due.

It investigated 3,872 cases of suspected fraud, and recommended prosecution in
1,247 cases, about 34 percent of which were in the ‘“‘gambler and racketeer”
classification. During the year, on the basis of the Bureau’s evidence and testi-
mony, 1,063 indictments, some still awaiting trial, and 563 convictions and pleas .
of guilty or nolo conteridere were obtained in criminal tax fraud cases by the
Department of Justice. . )

These responsibilities were carried out with a force of some 57,000 people.
The cost of collecting the taxpayer’s dollar was held to less than half a cent—
42/100 of a cent in fiscal year 1952, to be exact. That is one of the lowest costs
on record since the inauguration of the modern income tax which began with the
ratification of the 16th Amendment to the Constitution in 1913. It is less than
half of the cost per dollar during the twenties.

Even so, the Bureau has not been able to do all that needs doing. Because
first things must come first, work must be concentrated on the basic job of mass
collections and the more pressing special jobs, such as racketeering and major
evasion. Consequently, much by way of revenue due the Government annually
but not reported goes by the board for lack of funds to provide sufficient manpower
to audit, investigate, and enforce collections on all the returns involving under-
statements. For the same reason, the Bureau is unable to refund much that has
been overpaid. To the extent, however, that returns can be examined, the
Bureau voluntarily makes refunds of unintentional overpayments as readily as it
asserts added taxes in the case of underpayments. ’
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THE NATURE OF THE BUREAU’S JOB

The collection of taxes involves an especially personal and intimate relationship
between the citizen and his government. Paying taxes and voting represent the
two functions that the average citizen regularly performs personally and directly,
rather than through representatxve means, in the exercise of the privileges and
obligations of citizenship.

The tax collector is equally the trustee of the taxpayer and the government.
He must see that each citizen pays his full taxes as required by law. He must
also 'see that no taxpayer is favored -or discriminated against, or is overcharged,
if he can prevent it.

The tax collector also is the confidante of the citizen, in that he is entrusted not
- only with the taxes paid, but also with detailed facts about the citizen’ s personal

and private financial affairs which are disclosed in the tax return.

The Congress has determined by law that this confidence must be respected.
The public disclosure of tax-return information, except under specified eonditions,
is prohibited by law as being an unwarranted invasion of the citizen’s privacy and
as possibly endangering the willingness of the citizen to make full disclosure of his
affairs, on which our voluntary system of self-assessment and payment is based.

This required secrecy on tax returns sometimes results in public misunder-
standing as to the Bureau’s willingness to make full public disclosure of tax cases
which have become matters of controversy. Responsible review of any tax case
is, however, provided. Three congressional committees may on request examine
any tax return. A congressional committee staff regularly reviews all refunds of
more than $200,000, and these records are open to the public. All tax cases
brought before the United States Court of Tax Appeals. or any other court, and

- all prosecutions for fraud become public records. The President may also, by
Executive order, authorize public disclosure of tax returns, and has, in fact,
recently empowered the Secretary of the Treasury, at the latter’s request, to
release information on cases where tax debts are compromised in accordance with
ability to pay, if this appears to serve the public interest.

A compromise of tax debts also is not always understood. The power to accept
a compromise offer is vested by law in the Commissioner of Internal Revenue.

A compromise usually involves a case where there is no dispute as to the amount
the taxpayer owes. The Government settles for a lesser amount if that is all that
the Government can collect because the taxpayer has nothing more with which
to pay. These may be persons gone bankrupt, widows whose inheritance has
been only a tax debt, others who have suffered sharp business losses.

The cases the public is most likely to hear about are the relatively few which
involve large tax amounts. By far the largest number of cases compromised or
removed from the collection records are those of small taxpayers. No field agent
or lower official can write off a tax debt on his own authority. All compromise
cases must be reviewed and approved at several levels, with final approval at the
top administrative level.

The public attention given to large tax cases also sometimes leads to the im-
pression that large taxpayers are treated more leniently than small ones. This is
not true. The large taxpayer is, in fact, given more thorough and careful atten-
tion. The taxpayer reporting an income of $25,000 or more is sure to have his tax
report audited and examined at least every two years. The taxpayer with earn-
ings under $5,000 will rarely hear from the tax collector unless he has claimed an
exemption to ‘which he is not entitled. Examination has shown that 7 out of 10
of the $25,000 and over returns are likely to be in error, but errors, except for
exemption claims, are rare among those reporting less than $5,000.

The Government also concentrates its heaviest enforcement artillery on the
potential cases of fraud and tax evasion, including gamblers and racketeers.
Thirty-four percent of the cases recommended for prosecution in fiscal 1952 were
in the gambler and racketeer category.-

These are some of the things about the nature of tax collecting with which the-
average taxpayer is often not familiar. They are, nevertheless, matters which
concern him because they involve not only the proper and effective conduct of the
Government’s business, but also, in the case of taxes, his own personal affairs and
interest.

" WAR StrAaINS BROUGHT TAX STRAINS

The foregoing portrays in brief the Bureau’s -operations'in 1952. The same
story could not have been told six years earlier.
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Present performance did not just happen. The taxpayer may be aware of some
changes and improvements affecting him directly that have taken place since the
end of the war in the collection of his taxes. He probably knows little or nothing
of the critical problems in tax administration brought on by the war or of the
things that have been done since the war to solve them. This report is to tell
him something of those problems and how they have been met.

No taxpayer needs to be reminded that one of the costs of World War II was
higher taxes. Even though his earmngs also increased, higher taxes created
problems for him,

They also created serious problems for his tax collector. During the war
years these are some of the thmgs that happened to.the Bureau of Internal
Revenue and its operations:

Within a few years the Bureau grew from a $5 billion to more than a $40 billion
business. Its collectlon job was multlphed eight times in dollar volume from
1940 to 1946.

Tts customers quadrupled from nearly 20 million to more than 80 million, in
tax returns filed during the same period.

Its work force, however, expanded only two and a half times, from 22,000 to
near its present 57 000 level

These magnlﬁed tasks had to be met with a prewar machinery that was neither
designed nor equipped to handle them. They were aggravated by many new and
complex taxes imposed and superimposed during the war—excise taxes (taxes on -
thmgs) income taxes, victory taxes, excess profits taxes—and by ma]or changes
in the methods of tax collecting, notably the withholding tax. While in the long
run adding greatly to convenience and effectiveness of tax paying and tax collec-
tion, this new pay-as-you-go tax system called for basic changes in tax collection
administration that had to be made in the mid-stream of war.

Fundamentally the collection job was transformed into that of collecting a
broad-based mass tax. The former job was concerned with taxpayers with fairly
substantial incomes who generally kept records, utilized the services of account-
ants, maintained bank accounts, and possessed a general knowledge of tax require-
ments. Practically overnight this tax was extended to the millions of modest
income people whose records were scanty, who were untrained in tax requirements,
often had no bank accounts, and changed jobs frequently. New and difficult
problems were thus forced upon the people of the Bureau.

The Bureau’s difficulties during the war years were further mcreased by the
severe shortage of manpower and mechanical equipment and the necessity for
rapid training of new personnel when it could get them.

The Bureau met these tasks as many another emergency had to be met in those
times. It pinpointed its limited facilities, putting them to work in areas where
enforcement was needed most. The increasing tax revenues were kept flowing
to help pay the cost of the Nation’s successful fight to defend itself and the world
against conquest and enslavement.

But the Bureau emerged from the war much the worse for wear, and with a still
gigantic job ahead of it.

Individual tax returns were being received twice as fast as they could be handled

The backlog of individual returns continually mounted.

b }'}‘h% investigation of corporate and profits taxes had fallen nearly two years
ehin

It was taking twelve months or more to make refunds to taxpayers who had
overpaid their taxes, pacticularly through the withholding tax.

Furthermore, as taxes increased, the temptation among many taxpayers to
avoid and evade these higher taxes and the danger of fraud also increased. War-
time tax evasion by black market operators added another difficult area of enforce-
‘ment. On this front, the Bureau could spare only limited manpower from its
most essential functions to obtain better enforcement and collection. The best
that could be done with the limited manpower was to spot those most troublesome
areas and concentrate upon them.

War’s end brought some initial relief by increasing the availability of manpower.
as servicemen were demobilized. Personnel was added particularly to expand
enforcement activities to collect more of the taxes due by ferret.mg out evasion
and prosecuting fraud.

But a great deal more than added personnel was needed. A thorough drastic,
and far-reaching revision of the whole tax collecting mechanism was essential to
catch up with the past and to keep up with the future of a world-power economy,
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with its expanding population and production and with a large part of the huge
war bill still to be paid. i )

Si1x YEARs OF RECONVERSION AND MODERNIZATION

While the war was on, neither time nor manpower permitted the large-scale
overhauling that was needed in the organization and methods of the Bureau of
Internal Revenue to meet its multiplied responsibilities.

With the war strains over but with the postwar strains still ahead, the new
Secretary of the Treasury, John W. Snyder, launched a concerted program to
overhaul, streamline, and modernize the whole tax collection system:.

The program was started in October 1946, when Secretary Snyder ‘called to
Washington all the key revenue officials to plan and initiate this transformation
of a near-century-old organization.

The October meeting was the first of a continuing series of moves and actions
through the ensuing months and years that began to take form in major changes
and innumerable lesser improvements in the Bureau’s methods and administration.

Officially this waslabelled the “Management Improvement Program.” Inevery
day terms, it meant cutting red tape, speeding up operations, cutting down
overhead, streamlining administration, replacing obsolete methods with modern
ones, getting more done with the same manpower and money, making both tax
paying and tax collecting simpler. :

It was not just an overnight job. The unremitting job of catching up and
keeping up with the heavy workload of tax collections had to go on, as incomes
and the volume of returns increased. The plant could not be closed down for
repairs, or for new models, or for retooling and replanning the assembly lines.

Furthermore, much of what had to be done was trail-blazing. History and
experience just didn’t provide any precedents or foreknowledge on the best ways
to collect $65 billion from some 90-odd million taxpayers. onsequently, many
major changes were first tried out on a “pilot” basis. After sufficient experience
and adjustment, they were extended to general use if they worked, discarded if
they didn’t. : :

A SUMMARY OF RESULTS

Here, in broad terms, is what the Bureau of Internal Revenue accomplished .
under this six-year program of efficiency, economy, and modernization: Measured
up to its new $65 billion responsibilities; caught up with the war backlog; assumed
new duties, such as the wagering tax, new social security taxes, and launched an
all-out drive on racketeer tax evaders; handled more work at less cost; and thereby
expanded enforcement efforts with a resulting increase, for a single year, of $800
million in unreported and unpaid taxes—about three times the entire annual cost
of operating the Bureau. )

A more detailed accounting of the program’s results is given later in this section.

The Bureau has not as yet, however, been able fully to realize all ils goals,
including more complete audit and examination of income tax returns which, if
manpower permitted, would produce substantial amounts of additional revenue.

STRATEGY OF THE IMPROVEMENT PROGRAM

Bringing experience and management skill from every source, inside and out-
side the éovernment, from the lowest level field worker to the most skilled
management experts in the country, to bear on the up-dating of the Bureau’s
organization and operations—this was the strategy of the campaign to solve the
war-born problem of increased tax collection.

The grass roots had to be tapped, the Secretary felt, to make the program really
effective and to reach the people in the field down to the last of the clerks who
handle the multitudinous tasks connected with notices, returns, queries of mil-
licns of taxpayers. .

A work simplification program was initiated at the grass roots level to provide
training and instruction down to the lowest supervisory level in simplifying and
organizing work operations efficiently. Some 2,200 improvements in operations
and procedures resulted. - :

Employee incentive awards were established, with cash awards offered to
employees at all levels who produced ideas or suggestions that paid off.

At the top levels, major changes were shaped, on the basis of recommendations
of the Bureau’s key officials, and as a result of top-level studies.
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A special committee on administration was set up by the-Revenue Commis-
sioner, and later, at the Secretary’s direction, a management staff was established
as part of the Commissioner’s office.

A management committee was also established by the Secretary in the Treasury
Department to serve as a consulting group for improved management throughout
the Department, including the Bureau of Internal Revenue. Later the Secretary
created a Special Committee to Direct the Management Studies of the Bureau of
Internal Revenue, composed of well-qualified people from both inside and outside
the Government, and headed by an experienced businessman and former Under
Secretary of the Treasury, A, L. M. Wiggins.

The Congress also took an active interest in the improvement of the Bureau’s
operations. The House Committee on Appropriations made a number of recom-
‘mendations, and the Advisory Group to the Joint Committee on Internal Revenue
Taxation also submitted a series of recommendations. ' Virtually all of these
recommendations were adopted. i

One of the outstanding management firms in the country, Cresap, McCormick,
and Paget, was engaged in September 1948, to make a comprehensive analysis
of organization and procedures in the collectors’ offices with recommendations
~ for improvement. When this study was completed, the firm was engaged to do a
similar study on the organization of the Bureau itself.

WHAT THE PROGRAM DID

To give a better idea of what this meant, here are some of the things that were
done.

Aiding the taxpayer.—Much of what goes on in the collection of taxes is of no
direct concern to the taxpayer—unless it goes wrong. But some of it. does affect
him directly and the taxpayer plays an important part in making tax collecting
more efficient and less costly. The easier it is for the taxpayer to file, the easier
becomes the job of the tax office.

When the taxpayer makes an error, it means work and expense in the tax office,
as well as added work and possible inconvenience and annoyance to the taxpayer.

Most taxpayers today, when they think back, know how greatly the standard
tax forms have been simplified. For most wagé earners, the income tax return
can now be made out in a few minutes.

Four out of five taxpayers who use the long form, 1040, take the standard
deduction rather than attempting to itemize all the possible deductible items, from
depreciation on a rented room to interest on the mortgage. That saves his time
and it saves the collector’s time and the Government’s money. Most of these
forms are now checked and verified electronically.

From 15 to 20 million taxpayers with earnings of less than $5,000 merely fill in

- certain data on Form 1040A, send it in with the withholding form provided by the
employer, and the tax office computes the tax. This is done by remarkable elec-
tronic machines that can compute a return in 1/70th of a sccond. If the taxpayer
has overpaid his tax, he receives a refund; if he has underpaid, he is billed for the
balance. .

Some other aids with which the taxpayer is now familiar and which he accepts
as a normal service are these: The simple and understandable instructions he now
receives with his tax notice, telling him not only what income is taxable but also
what he doesn’t have to pay on; the booklet, Your Federal Income Taz, one of the
Government’s most widely read documents, giving a comprehensive account of
income tax matters in man-in-the-street language and sold through the Super-
intendent of Documents for 25 cents; and the punch-card notices the taxpayer
now receives that enable the tax offices to handle notices and payments mechani-
cally. : . :

All of these developments are outgrowths of the efforts and ideas to simplify
and modernize tax collections. The results are better service to the taxpayer and
more efficient and economical performance by the tax collector.

Modernized methods.—To anyone who would go through a large tax collection .
office today and compare it with several years ago, probably the most striking
visible change would be in the modern devices and equipment that have replaced
much of the hand-handling of the past. This change, though well advanced, is
still going on. !

‘When the war expansion in revenue workload came, it was obvious that mechani-
zation was the answer to many workload problems. But that couldn’t be achieved
during the war. ) o .
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One of the primary objectives of the management improvement program
has been to convert manual operations to labor-saving and mechanical methods
as rapidly and as extensively as was feasible. Today much of that progress has
‘been achieved through the electronic and mechanical marvels of the modern
business world.

Electronic computers, punch-card recording ma.chlnes, electric typewrxters,
high-speed posting machines, mechanical validators for tax stamps, devices in
distilleries that automatically measure the volume of alcoholic beverages and
record the tax—all of these and others have been developed, tried out, and installed
as rapidly as possible to multiply the output af the Revenue Bureau’s manpower.

Refunds on overpayments to some 30 million taxpayers as a result of the with-

- holding tax, which run annually close to two billion dollars, have been speeded
up through modern methods to the point where most of them are now mailed out
in approximately a month after the March 15 closing date for tax returns. During
the war, when the withholding tax was initiated, as much as twelve months was
requlred for refunds. This speed-up of refunds is not only a welcome service to
the taxpayer who usually wants to recover his excess payments as soon as possible,
but it also represents a significant savings to the Government in interest payments
‘that would otherwise have to be made on these sums.

Such interest payments have been cut by $3 million in a single year through
the speed-up of these refunds.

A standardized mailing system has been instituted in tax offices to effect a
$500,000 savings annually.

A new flat-package mailing system for income tax forms has been tried out
successfully and will be instituted generally at a savings of $350,000 per year.

Space-saving has been another economy goal. One of the first steps taken was
to convert the voluminous files and records of the revenue establishment to
microfilm, saving acres of file cabinets and storage space. Initial savings ran to
more than a million dollars, and an estimated $100,000 annually is being saved
through microfilming as new files and records must be added.

dg tape cutting.—Simplifving administrative procedures, reducing the volume
of forms reports, and copies, is a continuous necessity in any large organization to
streamline operations and save waste motion and manpower. During the past
six years such red tape cutting has been a major point of attack in improving the
Bureau’s operations.

Some examples:

A detailed review was made of relatlomhlps between the field offices and Wash-
ington. Where some centralization was desirable in making effective use of
modern mechanized and mass servicing operations, decentralization of functions
increased efficiency and economy in matters that could otherwise be adequately
handled at the field level.

The flow of reports, forms, copies, and actions that came in from the field to
Washington was examined to determine if. “this trip is necessary.” For many
things, it was and is necessary. For many it was found to serve no useful purpose.
Routine actions and functions were left with the field offices, and many lesser
decisions and determinations delegated to them.

The result was to speed up operations and to cut down greatly the volume of
reports, copies, duplicate reviews and approvals, and file records.

Combining reports for withholding tax and social security tax on a single form
saved $250,000 a year. .

Consolidating administrative operations has been another important means of
increasing efficiency and reducing the number of forms and reports and the
overhead.

The administration of alcoholic beverage and of tobacco taxes has been con-
solidated into a single unit, permitting better enforcement covera,ge of the alcohol
and tobacco industries.

Since the same field agents handle and investigate both income and estate and
gift taxes, the administration of estate and gift taxes was combined with the
income tax administration, permitting consolidation of reports and instructions.

Modern cost accountmg systems were set up in the collector’s office to make it
possible to relate staff size more accurately to the actual work requirements.

Top-side administration was also tightened by consolidating all operating
functions into.one group and all technical functions into another group, with
each group reporting to a single Assistant Commissioner.

A separate Inspection Service was established reporting directly to the Com-
missioner on the performance .and conduct of Bureau offices and employees.
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Whet the employees did.—One of the most significant and useful contributions
in improving the Bureau’s operations was that made by the rank and file .of the
employees. On January 14, 1047, the Secretary of the Treasury set up a Depart-
ment Committee on Employee Awar ds, and invited all employees to send in their
ideas and suggestions for improved operatxons Cash incentive awards were made :
to employees whose ideas paid off in economies.

The Commissioner invited employees from all levels of the Internal Revenue
Service to participate. The service responded.

They sent in 15,065 recommendations of how the work could be done faster,
better, and cheaper Of these, 2,285 were adopted. The result was an estimated
savings of $664,000 annually to the Government.

Many of the suggestions appeared trivial on their face—an unneeded copy or
superfluous form eliminated, or a simpler method of indexing some records. But -
when applied throughout the service, they added up. One man who made a
suggestion that he felt was hardly worth the time and notice of Washington,
was amazed to receive a cash award of $375 for his proposal. It had been adopted
with a resulting annual saving to the Government of $37,500.

The idea involved in this suggestion provided for the discontinuance of the
stamping or imprinting of the Internal Revenue Collection District on withhold-
ing receipts, Forms W-2, at the time they are detached from the income tax
returns. The elimination of this operation saved 28,040 man-hours which were

.released for other purposes.
. The highest award paid to date was $725. This suggestion involved an improve-
ment in the business schedule of the mcome ta,x return, Form 1040, relating: to
“cost of goods withdrawn for personal use.” In addition to brlnglng in sub-
stantial additional revenue, the change has decreased administrative costs through
follow-up investigations to an extent estimated at approumately $161, 500
annually.

Other suggestions.—Examples of other suggestions are: Devices helpful to tele-
phone operators in handling calls on frequently requested and often busy numbers;
elimination of unnecessary markings on tax returns; improved methods of stand-
ardization, sampling, manufacturing, and testing of various types of distilled and
fermented beverages; revision of interoffice forms and records to reduce typing;
addressographing addresses on cover of pamphlets to avoid use of envelopes;
methods for speeding up lines of waiting taxpayers; and development of a method
for the detection and estimation of heroin in the presence of other alkaloids.

ADDING UP THE BENEFITS

Some of the money savings resulting from specific measures have already been
~mentioned. But they are merely examples of the full benefits that are disclosed
in some of the over-all results of the Bureau s operations.

Here are some of the results:

With only a 3 percent increase in_personnel over the six years, the Bureau of
Internal Revenue has absorbed a 13 percent increase in income tax returns, a
144 percent increase in those over $10,000—those requiring more work and indi-
vidual attention—and a 61 percent increase in corporate income tax returns, as
well as catching up on the wartime backlog. Expanding population, increased
earnings, and business expansion have continued to add to the Bureau’s workload
during the postwar period. .

But that is not all.

Additional tax assessments and collections on unpaid taxes—money the Gov-
ernment would not otherwise have collected—were nearly $800,000,000, or 55
percent, greater in 1952 than in 1946.

This resulted from diverting more manpower from the processing of tax returns, .
which must be done but produces no additional revenue, to the examining and
investigating of tax returns which failed to report the full taxes owing to the
Government. For every dollar spent in this field, the Government has collected
on an average an additional $20. Manpower savings through streamlining and
modernization of mass handling of returns has made this increased collection
effort possible.

An audit control program was instituted to identify the types of programs that
held greatest promise of ‘“‘pay dirt’’—those most likely to be incorreet or under-
stated—and efforts were concentrated most heavily on these returns. Intensive
studies have been made to analyze the pature and extent of enforcement and
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management problems in different tax categories in order to focus effort on the
most productive areas and avoid wasted effort. > ) :

In addition, issuance of warrants to collect taxes reported but not paid increased
to a total of about $400 million, about twice the amount six years before.

Investigations and prosecutions of tax frauds were also stepped up through the
release of more manpower as part of the drive to collect more taxes due the
Government. In fiscal year 1952 suspected fraud cases investigated were in-
creased 20 percent over the previous year, criminal prosecutions recommended
jumped 105 percent, and convictions and pleas of guilty or nolo contendere
obtained through the Department of Justice ‘were about 75 percent greater.
Claims for additional taxes and penalties involved in the cases investigated by
the Bureau special agents totaled more than $250 million.

The stepped-up activity in fraud investigations resulted in considerable part
from increased efforts undertaken at the Secretary of the Treasury’s direction to
investigate racketeering-type cases, following the Kefauver Committee disclo-
sures. Special racket squads, involving 2,300 top enforcement officers, were
organized under John B. Dunlap, who shortly thereafter became Commissioner.
Thirty-four percent of the cases recommended for prosecution in fiscal 1952 were
in the gambler or racketeer category.

In addition, the Bureau for the first time had the job of initiating and enforcing
the new wagering tax enacted by the Congress. )

Both the racket squad drive and the wagering tax enforcement, however, have
impeded other operations. Since no funds were provided by the Congress for
either of these activities, they have had to be carried on at the expense of other
functions. Necessarily, the diversion of these forces to these new and special
duties removes them from the work force available for the regular audit of tax
returns and limits the recovery through these channels accordingly.

This is the six year story of the efforts of the Treasury Department and the
Bureau of Internal Revenue to revamp, modernize, and overhaul the Nation’s
tax collecting system. Seldom has any large government operation undergone
so0 intensive and complete serutiny and change or been so extensively transformed
in so short a time. The program is not completed even now—indeed, it may never
end, for improvement measures will have to go on as conditions change. The
effect and the dividends of the improvements thus far made are also only partially
realized. Much of the benefit and savings is still to come in future years.

TrE BUREAU GETS REORGANIZED

In view of the changes wrought under the improvement program, a “reorgan-
ization’’ of the Bureau of Internal Revenue on top of all that was done may seem
superfluous. .

Efforts to improve the Bureau’s management and operations, however, made
evident a need for something more fundamental, Functions could be improved
within limits, but some of them -could not be changed because the Bureau’s .
basic legal structure did not permit it. :

The Bureau had developed over the years on a framework originally established
during the Civil War, when the first income tax was imposed. (The Supreme.
Court later ruled the income tax unconstitutional and it was necessary to amend
the Constitution before the present-day income tax could be levied.) In 1862
the first collector’s offices were set up for the purpose of gaining acceptance and
cooperation of the taxpayers and forwarding the tax collections to Washington.

‘The number of collector’s offices increased to 64, with responsibility chiefly for
collecting the various types of taxes. Meanwhile, the policy, enforcement, and
administration of the various major types of taxes were carried on by separate
units in Washington and the field, with the Commissioner as the only common
point of administrative control. The revenue operation was handled through
some 200 different offices throughout the country. This made for diverse and
scattered administrative direction and difficulty for the taxpayer who had to
deal with different offices on different problems.

The collectors, moreover, were political appointees, not career civil servants,
and their tenure was of uncertain duration.

Modernization and improved management and direction were limited by this
kind of organizational framework, which no longer fitted the times. The business
of revenue administration had become a complex and special field where merit,
training, and experience, protected by secure tenure, were essential.

221052—53——15
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" Qut of the management studies and surveys, & pla.n was developed to reorganize
the Bureau along modernlines. These proposals were embodied in Reorganization
Plan No. 1 for 1952 which President Truman sent to the Congress on January 14,
1952, It became effective two months later with congressional assent, and was
to be put into effect by December 1 of the same year.

WHAT THE REORGANIZATION PROVIDED

Here is what the Reorganization Plan did:

It eliminated the political appointment of collectors and brought all Bureau
personnel, except the Commlssmner under civil service appointment and the
merit system.

It established not more than 25 district offices to be headed by a District
Commissioner, These offices were to have full administrative responsibility for"
all internal revenue activities within a designated area, regardless of function or
kind of tax.. The District Commissioner was to report directly to Washington.

It abolished the collector’s offices and in their stead established not more than
70 local area offices under the direction and supervision of the district offices,
with a Director of Internal Revenue in charge of each. These are the offices

. with which the taxpayer will deal on virtually all revenue matters, whether it is
to pay a tax or to appeal a ruling, It is the intention, in time, to 'have all these
functions, now physically scattered, brought together under one roof.

The act provided for three Assistant Commissioners in Washington, one for
operations, one for technical rulings and decisions, one for the Inspectlon Service.

WHAT THE REORGANIZATION ACCOMPLISHED

Here are some of the things that this reorganization will mean in terms of
improved service to the public and the taxpayer:

It will provide a one-stop service for the taxpayer to take up any revenue matter
without leaving his State.

It will make possible the development of a strong corps of trained and ex-
perienced tax administrators available to serve where they are needed, by making’
them all a part of the career service, by giving them continuity of tenure on the
basis of their merits, and by permitting key officials to be moved from one area
to another as needed, whereas in the past collectors were required to be residents
 of the areas théy served.

It will streamline administration and make for tighter control and more
efficient direction by providing for the Directors’ field offices to be supervised
by the District Commissioners’ offices, which in turn will report directly to
Washington.

It will permit the extension of many improvements by permitting consohdatxon
of more mass operations in the district offices, the delegation of more operating
functions to the taxpayer level, and the extension of modern mechanized oper-
ations which could not previously be economically applied in offices serving less
populated areas and having smaller workloads.

The act also maintains the recently created Inspection Service, through which
the Commissioner and the Secretary of the Treasury will have a direct line of
supervision and information on the performance of offices and the conduct of
personnel independent of administrative and operating channels, and will be

. better able to maintain high standards of service a.nd behavior throughout the
country.

Full development of the benefits of the new organization will require t1me but
the fundamental steps have now been taken.

THE INTERNAL RDVLNUE SERVICE

Without the steady flow of revenue from the people, government would cease
to function. A strain on the revenue svstem is in effect a strain on the heart
of government. A breakdown in its functions affects all functions.

That is why extraordinary measures were called for and taken to regenerate
the Bureau’s operations after the strains of war. That, too, is why unusual
and’ special safeguards have been instituted to assure among revenue service
personnel a high lavel of competence, complete integrity, and freedom from
personal interests that may conflict with public responsibility.
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Better supervision, closer surveillance, and improved training of personnel
were among the needs brought out by the program to improve the Bureau’s
service and to repair the effects of the strains of war. For these strains had
had their effect on the people as well as on the operations.

‘A PROGRAM 70 IMPROVE PERSONNEL

Here are measures that have been taken to root out failures in the service
and insure and safeguard high standard performance and conduct in the future:

Long-standing policies of the Bureau have called for thorough character checks
and statements on financial worth and interests by persons appointed to positions:
of trust; the bonding of all employees handling public funds; investigation of
any reports of lmproper activities by employees; and a perlodlc check of office
operations.

These measures have been augmented and strengthened by other actions
designed to eliminate any who are unworthy and to assure that only persons
of integrity and competence are.admitted to and retained in the service.

Some 32,000 Internal Revenue employees holding positions of trust are now
required perlodlcally to fill out detailed financial questionnaires, and to disclose
any outside interests that might bear on their Bureau employment.

Income tax returns of all enforcement and other key personnel in the servxce
have been audited as a check on their sources of outside income.

The Inspection Service has been established as a separate division to 1nvest1gate
and check on the performance and conduct of employees, and to keep the Com-
missioner and the Secretary of the Treasury apprised of personnel activities
and problems at all levels independently of operating and administrative channels.

At the request of Internal Revenue Commissioner John B. Dunlap, the Civil
Service Commission has set higher minimum standards for appointment of
enforcement officers.

An improved training program for Bureau personnel has been set up.

The Secretary of the Treasury and the Commissioner of Internal Revenue
have amplified and reemphasized basic rules laid down for the conduct of em-
ployees. They include prohibition against accepting gifts, fees, or favors from
taxpayers or attorneys involved in matters before the Bureau; and avoidance
of outside activities or interests that may be in conflict with their employment
by the Bureau or the Federal Government.

The elimination of political appointments and the coverage of all employees
and staff under the merit system have further strengthened these procedures
and the control and direction of employees’ performance and conduct.

THE WAYWARD ELIMINATED

These measures to protect the full integrity of the Internal Revenue Service
were strengthened when it was discovered that some employees had failed in their
public responsibilities. Separations for cause in fiscal year 1952 resulting from
mgestwa.txonb instituted over a much longer period are given in the following
table.

Number of separations during the fiscal year 1952

Number of separations

Cause of separation July 1, 1951-June 30,
) : 1952
Acceptance of gratuities, bribes, etc 53
Embezzlement mvolvmg U. S. Government funds or property 24
Failure of employee to Pay Proper tax. . .oo-oiecocamccccacnaas 21
Falsification or distortion of Government reports, records, ete
03 7 U SR 103

In addition to the above separations, 71 employees in 1952 were separated
for miscellaneous reasons involving such matters as personal misconduct, failure
" to properly discharge duties, infractions of the rules and regulations, ete. (Total
number of employees in the Bureau of Interna]l Revenue July 1,1951: 57,557.)

4
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When the first irregularities began to be uncovered, considerably before they
were brought to congressional and public attention, Secretary of the Treasury
Snyder personally instructed the Commissioner of Internal Revenue to get to the
bottom of every evidence or report of misconduct. Full investigations were
‘ordered in all instances of alleged wrongdoing, and a sweeping review of personnel
was instituted by the Commissioner with the Secretary’s full support.

Investigation showed that the great body of workers in the Revenue Service
.had shouldered the added burdens ably and without deviation from sound prin-
ciples of publie service. They had responded vigorously to their leadership to
increase their output, improve their efficiency, and adjust to new methods and
demands.

This was not true of all. Some were unequal to handling their greater tasks
and responsibilities. Others succumbed to temptations for personal gain. More
vigorous measures to stamp out and prevent wrongdoing were added to the task
of reconstructlng the Bureau’s operating machinery, Whlle the job of collecting the
Nation’s taxes went on without interruption.

The situation was summed up by Commissioner John B. Dunlap in these words:

““While our main attention was focused on solutions of our management prob-
lems brought on by the vast wartime increase in our tax system, some of the men
charged with the responsibility for proper administration of our Internal Revenue
Service proved too little or too weak for their heavy public trust.”

With few exceptions, those who proved too little or too weak were dlscovered
and investigated by the Bureau itself, and action was taken, ranging from dis-
missal to criminal prosecution, as soon as the facts could be established.

Congressional committees, particularly the King Subcommittee of the House
Committee on Ways and Means, also undertook investigation under their special
powers, with the full cooperation of the Bureau and the Secretary of the Treasury.
Every personnel file of the Bureau since 1945 was made available to the Committee
along with the cooperation of the Bureau’s agents. Referring to the Bureau’s
assistance, Chairman King of the House Subcommittee said: '

“One of the most satisfactory experiences I have had in the course of our work
has been to have the cooperative and able assistance of special agents and revenue
agents. Some of the Committee’s most difficult investigations could not have
been carried out as successfully as they were without the persevering and skilled
help we received.”

Weeding out wrongdoers was only half the job. Strengthening the controls,
supervision, and training of personnel to protect against future laxness and assure
high performance standards were equally essential. Additional measures were
instituted to maintain in all offices and personnel the honesty and integrity that
generally characterizes the Bureau’s employees. Full integrity in the service has
to go along with modern efficiency.

STEPS. TO HIGHER STANDARDS

In brief, this is the story of what the Bureau and the Department of the Treasury
have done to bring the quality of the Revenue Service personnel to the same high
standards that have been set for the efficiency of its operations:

1. Thorough investigation has eliminated those shown to be unequal to present-
day tasks or unworthy of public trust and has firmly established the integrity of
the great body of Revenue Service employees;

2. Action has been successfully taken to recover or prevent any known financial
loss to the Government resulting from wrongdoing in the service. The tazpayer’s
dollar has been thoroughly protected;

3. Political appointments have been eliminated, and all personnel below the
Commissioner have been brought under.the merit system; and

4. Through reorganization and special safeguards, closer supervision and direct
control of performance and conduct have been instituted, and training systems
- have béen undertaken to better equip revenue workers to "fulfill their duties and
obhgatlons as public servants. .

- WrAT Lies AHEAD

The proper functioning of any organization, public or private, depends funda-
mentally on the quality and effort of the people who man it and, particularly in a
large operation, the opportunity given these people, through effective organization,
methods, and administrative direction and supervision, to app]y their efforts
successfully to their functions. .
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The six-year effort of the Department of the Treasury and the Bureau of
Internal Revenue has been directed toward developing the type of organization
and machinery that will most efficiently meet the newly enlarged and complex
responsibilities of collecting the Nation’s taxes and toward assuring a service of
competent workers and leaders to carry out these responsibilities.

The Bureau’s ability to do the full job, however, by increasing its examining
and enforcement activities so that all taxpayers are assessed the full taxes they
legally owe the Government and no taxpayer is overcharged on his tax bill, still
depends on sufficient personnel to expand these operations. Even with the high
level of efficiency achieved, enforcement staff has not yet equaled the full measure
of needed enforcement work. Adequate funds for this purpose remain a necessity
for a fully adequate tax collecting job.

The management improvement program and the Reorganization Plan have,
nevertheless, largely accomplished the administrative and operating changes that
were necessary. The personnel was for the most part already available, but its
effectiveness and quality have been strengthened both by the administrative im-
provements and by the protections and assurances that have been provided for
quality service and performance. These have included the full establishment of
career service, based on the merit system and the reward and promotion of those
who earn it, the elimination of wrongdoers in high or low places, greater safe-
guards against failures in public responsibility, and the enlistment of the efforts
of the whole body of workers in the continued improvement and maintenance of
the tax collecting operation.

Much of this accomplishment is in effect and producing results, while some of
it promises its major returns in future years. The Bureau of Internal Revenue
is, however, already a rejuvenated and strong orgamzatlon and the imperfections
that resulted from the strains of wartime expansion have either been remedied or
are being progressively overcome,

Commissioner John B. Dunlap, himself a career revenue employee, who helped
fashion the reorganization plan and is now putting it into effect, and who carried
out the final clean-up of wrongdoers after his appointment in 1951, has this to
say of his confidence in the Bureau’s future:

“I believe that the vast majority of our people are just as fully devoted to their
duty as any employees you could find in any business. It’s a shame that those
who have gone wrong have blackened the reputation of those who are trying to
do an excellent job.

“I feel that the Internal Revenue Bureau is in a healthy condltlon I will
never lose faith in the people in the Internal Revenue Service.”

Secretary of the Treasury John W. Snyder, when he launched the improvement
program of the Bureau three months after he took office in 1946, had told its
officials at that time:

“You are urged to make a continuous effort to simplify procedures, streamhne
operations, obtain a higher degree of efficiency, improve the effective utilization
of personnel, and to eliminate work and expendltures which are not essential to
good administrative practice and sound fiscal policy.”

In August 1952, with the establishment of the new headquarters orgamza’mon in
Washington under the Reorganization Plan, Secretary Snyder was able to say:

“This plan marks the culmination of long and earnest efforts to remold the
Revenue Service into a modernized agency, better able to discharge its tremendous
task of administering the revenue system of our country . . . As the changes in
the Bureau’s operating machinery are implemented, we are assured of increased
efficiency, high integrity, and equitable, impartial administration of the internal
revenue statutes . . . Iknow every employee of the Bureau from top to bottom
will respond wholeheartedly and that with the completion of the reorganization
and the revitalizing of the Revenue Service, we will have the soundest revenue-
collecting agency in history, manned by capable and trustworthy men and
women,

“The American people are entitled to a Federal Revenue Service of top effi-
ciency, of unquestioned integrity, and of maximum operating economy. We are
confident that today the Bureau is providing this type of service.”

CHRONOLOGY OF AcTIONS TAREN T0 IMPROVE ADMINISTRATION IN THE BUREAU
OF INTERNAL REVENUE

October 7-9, 1946: Conference of collectors and internal revenue agents in
Washington. The conference, called by the Secretary, stirred interest in better
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management in the Bureau of Internal Revenue and resulted in the submission
of a number of plans for improving the operations of the Internal Revenue Service.
Many of these ideas and suggestions were adopted in 1947 and 1948 after study
and experiments showed they were worth while.

October 31, 1946: The Secretary addressed a letter to all Bureau chiefs urging
the streamlining of operations and other administrative improvements.

November 15, 1946: Special Committee on Administration in Bureau of
Internal Revenue appointed. This committee appraised the ideas and suggestions
submitted by key officials at the October conference and immediately afterward.
Its final report was submitted in August 1947. Over 100 of the ideas or plans were
adopted and placed in effect in the past 5 years. Some of these were: (a) micro-
filming of records, commencing in 1947; (b) revision of internal forms, from 1946
to date; (¢) new sorting and filing methods for processing returns; (d) reduction
of interest payments through improved procedures in scheduling refunds; (e)
change in tolerance used in computing taxes on form W-2, to simplify adjustments
between the taxpayer and the Government; and (f) use of pre-assembled forms
where practicable to increase productivity and improve service.

Other projects begun in 1947 which resulted in improvements in operations
included:

The microfilming program t0 preserve permanent records but save space and
equipment required for records storage. This is now one of the standard practices
of the Bureau of Internal Revenue and over $100,000 per year which would other-
wise be required for file cabinets and storage space is now saved. The value of
file cabinets and floor space released by this program to date is over $1,300,000.

Improvements were worked out in the scheduling of payments for refund,
accelerating the process sufficiently to save over $3,000,000 in interest charges
during one year by getting refunds to taxpayers more promptly

The procedure for paying alcohol taxes by bottlers was simplified. Instead
of the proprietor having to submit bottling tank forms to the storekeeper-gauger
for verification, then to a deputy collector with the remittance, then the receipted
form back to the storekeeper-gauger for release of the spirits for bottling, the new
procedure eliminates all of the delay. 'The proprietor may now purchase stamps
in advance, attach the exact value to the bottling tank form, and present the form
l‘;Vlth zcaittaciled stamps to the storekeeper-gauger who releases the spirits to be

ottle

The use of transfer stamps on all containers of industrial alcohol transferred
in bond from one bonded warehouse to another was eliminated as investigation
revealed there was sufficient protection to the revenue without them.

January 14, 1947: Letter to Bureau heads announced the appointment of a

Treasury Department Committee on Employee Awards. The committee was
organized in January and began planning for a program. The regulations and
instructions were issued in June and the formal announcement to employees
inviting them to participate by submitting suggestions was made on July 30.
Since that time Bureau of Internal Revenue employees have submitted over
14,500 suggestions. Of these 2,170 have been adopted and 1,876 cash awards
made. Estimated first-year’s savmgs total $663,900. This is still ‘a very vital
and active program, 24 suggestions were adopted last month. Most of these
improvements are srnall an improvement in form, or the elimination of an
unnecessary step in a procedure but when an organlzatlon is handling forms by
the millions, 50,000,000 income tax returns and 40,000,000 other tax returns per
year, these small savmgs in time and work are enormously multiplied in some
cases

March 25, 1947 Letter to Bureau heads urging again their accelerated efforts
toward unprovements to reduce expenditures.

June 1947: Inauguration of work simplification program. The program was
begun with a “pilot” installation in the collector’s office in St. Paul, Minn, The
program might be called the grass-roots approach to management 1mprovement
as it starts with the lowest level of management, the first-line supervisor, and
trains him to apply simple techniques of management analysis. Within 5 years
it has resulted in the installation of more than 2,200 improvements, and an
active interest in better management among the lowest supervisory levels of the
internal revenue service.

November 1, 1947: A Wage and Excise Tax Division was formed in collectors’
offices by combmmg the Miscellaneous and Employment Tax Divisions and the
Withholding Tax Subdivision of the Income Tax Division. This permitted the
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.consolidation of certain forms and records a,nd the performance of a better coordi-
nated service to taxpayers.

February 1948: Report by the House Committee on Appropriations. This
committee report made a number of recommendations for improving the operations
of the Bureau of Internal Revenue.

February 20, 1948: The Secretary instructed the Commissioner to augment
the Commissioner’s staff to have the function of broad-scale management,

March 23, 1948: Organizational meeting of the Treasury Department Manage-
ment Committee was held. This committee was established to act as a consulting
organization for improving management throughout the Department. .

April 22, 1948: The Commissioner’s management staff was established by the
Commissioner’s order.” The management staff has as a primary objective the
improvement of management in the Bureau of Internal Revenue. It has taken -
a position of leadership in management activities since that time.

April 1948: Report of the Advisory Group to the Joint Committee on Internal
Revenue Taxation was released. This report made a number of recommendations,
among them: .

(a) The establishment of a management staff in the Commissioner’s office.

(b) The decentralization of all routine work to the field offices leaving Wash-
ington a supervisory and management headquarters.

(¢) The extension of the use of depositary receipts.

(d) Improvements in tax return forms.

(¢) The use of modern sampling techniques to measure the adequacy of en-
forcement methods and the volume of ‘tax evasion.

(f) The employment of outside management specialists to study the organi-
zation and operations of the Bureau of Internal Revenue.

All of these recommendations were accepted and became ob]ectlves for instal-
lation as rapidly as possible.

July 2, 1948: By Order No. S8-784, the Secretary established a Committee to
Direct the Management Studies of the Bureau of Internal Revenue. Hon.
A. L. M. Wiggins was named chairman. This committee brought together a
group of highly qualified men, from both inside and outside of Government, and
focused their attention on the management problems of the Bureau of Internal
Revenue for purposes of discussion and analysis. It has been most helpful in its
advice to the Commissioner of Internal Revenue and in expediting improvements.

September 1948: Congress authorized the employment of a firm of management
consultants to make a comprehensive survey in the Bureau of Internal Revenue.

September 30, 1948: The services of Cresap, McCormick, and Paget were ob-
tained to analyze the organization and procedures of the collector’s offices. Their
recommendations were received in 1949.

_ There were also numerous other developments during 1948 which improved the
organization and operations of the Bureau of Internal Revenue, such as—

Successful experiments were conducted in the collector’s office in Cleveland on
the use of punch-card tabulating equlpment for computlng tax liability on Ww-2
returns.

Orders were issued for the retention of excise tax returns in the collectors’ offices
instead of being forwarded to Washington. This eliminated a duplicate copy
which had been retained in the collector’s office, and, also, the handling of original
returns in the Washington office.

Photocopying was introduced in many offices to reduce the typing workload and
relieve the shortage of typists and stenographers.

Your Federal Income Tax booklet was rewritten in nontechnical language and
became a best seller.

The instructions to taxpayers enclosed with their income tax return forms were
clarified so the taxpayer would know not only what he should report but what he
had a legal right to omit or deduct.

The new form 1040A was introduced to simplify computation of tax hablhty by
collectors and insure better compliance with income tax law requirements.

ﬂDAutlhomty to approve routine personnel actions was decentralized to field
officials

Authority was decentralized to the collectors to approve special refunds of-
social security taxes.

Estate and Gift Tax Division transferred from Miscellaneous Tax Unit to
Income Tax Unit, providing closer linking of field and headquarters’ offices as all
field examlnatxons of estate and gift tax returns were performed in the field by
revenue agents.
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The surveying, classifying, and storing of 2,500,000 individual income tax
returns, previously performed in Washington, were transferred to the field.

Ja,nua.ry 29, 1949: Final report of management consulting firm on study of
collectors’ offices received. It was a comprehensive and detailed document with
many plans and recommendations for improvement in the organization and
operations of the Bureau of Internal Revenue.

February 1949: The same firm, Cresap, McCormick, and Paget, was engaged to
study the organization of the Bureau of Internal Revenue (previous study was on
collectors’ offices).

Spring 1949: Punch-card tabulating equipment was extended to seven additional
collection districts from original installation in Cleveland. In 1948, equipment
had been used only for 1040A income tax returns, and in 1949, the experiments
were extended to 1040 income tax returns, 1040 ES returns, and related documents.

Summer 1049: Tests were made as recommended in report of the management
consulting firm.

1. Use of electric typewriters, continuous forms, dual roller platens, as posting
machines for processing individual income tax returns.

2. Discontinuing of separate accounts to record: (a) collection of acerued
penalties and interest; (b) collections obtained after abatement of assessments as
uncollectible; (¢) excess collection of income and withholding taxes.

3. Use of new and simplified scheme for block numbering of returns to reduce
typmg and proofreading.

Use of validating machines and bank-proofing machines for processing and
cont,rol of remittances; also adaptation of cash-register machines to validate
special tax stamps. .

5. Simplified procedure for control and disposition of unclassified collections.

6. Use of high-speed posting machines with direct subtraction using continuous
carbon-interleaved forms for preparing accounting records.

August 1949: Report of management consulting firm Cresap, McCormick, and
Paget, on organization of the Bureau of Internal Revenue was received. It
included a number of recommendations for organizational and procedural changes.

November 14, 1949: Division of responsibilities between two assistant commis-
sioners. . The Commissioner of Internal Revenue issued an order.defining the
authority and responsibility of the two Assistant Commissioners. One was given
supervision over the technical functions of the Bureau of Internal Revenue and
the other was given supervision over the operating activities of the Bureau. This
provided a logical division of the organization responsibilities and provided more-
adequate assistance to the Commissioner.

Fall 1949: The Processing Division was given the task of inserting and mailing
income tax forms and instructions for several collectors’ offices. By the fall of
1951 this was extended to 37 collectors’ offices. Economies were achieved with
mass-production methods impossible with the job being done in 64 collectors’
offices where skilled tax-collecting personnel were directed to this nontechnical
task.

December 16, 1949: Collectors were delegated authority to make refunds under
$10,000. This results in collectors processing about 100,000 overassessments per
year instead of their being sent into the Washlngton office for review and
scheduling.

Many other management improvements were made in 1949. Some of the more
important ones are:

The audit, control program was placed in operation. This involved the sample
selection of individual income tax returns for field investigation to determine the
compliance of taxpayers and the direction of mvestlgatlve efforts to the best
advantage.

New procedures were adopted for processing information documents. These
were directed at accelerating the processing, saving time, and obtaining better
utilization of the documents in auditing returns.

Post audit review work was redesigned to cover the results of audit of individual
income tax returns by collectors and to stress uniformity in field apphcatlon of
the tax laws and regulations.

Collectors were delegated full authorlty to assert delinquency penaltles for late
filing of all types of returns.

Collectors were delegated responsibility for the handling of all requests for
certified copies of individual income tax returns, and also for the transcript
service for the States in respect to such returns.

January 1, 1950: Federal Insurance Contributions Act and income tax with-
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held combined in one form. This saves work for the taxpayer and saves Bureau
of Internal Revenue about $250,000 per year in costs of processing these returns.
Also, this permitted extension of the depositary receipt system to Federal Insur-
ance Contributions Act taxes.

January-April: Electronic computers were used with punch-card tabulating
equipment for calculating tax liability on income tax returns.

Spring 1950: Agreements were made with 5 States for cooperation-in the in-
vestigation of income tax returns of residents of those States. (Wisconsin, North
Carolina, Kentucky, Montana, and Colorado.)

September 1, 1950: Bulk gauging tanks were installed in internal revenue
bonded warehouses which saved considerable time of storekeeper-gaugers. Loss
allowance schedule was eliminated in connection with remission claims filed by
warehousers of distilled spirits. This reduces the workload for both Government
and taxpayer. Eliminated tax payment of distilled spirits prior to bottling in
bond and arranged for payment when cases are removed from bond. This sim-
%hﬁed tax payment procedure and eliminated delay in releasing cases from hond.

liminating reporting of wine gallons as well as proof gallons and tax gallons.
This simplified reporting, and reduced work of storekeeper-gaugers and audit
clerks. Delegated to district supervisors the authority to approve qualified
documents for alcohol production plants. This reduced departmental workload
and costs.

October 30, 1950: Discontinued preparation of separate reports of concurrent
examination of income tax returns covering 2 years or more, whlch saved costs
equivalent to salaries of revenue agents and typists.

Numerous other improvements were made during the course of the year.
These included the following: Eliminated certain nonproductive arithmetic
verification procedures. Numerous minor delegations of authority were issued,
such as the authority to collectors, acting collectors, and deputy collectors to sign
various forms and documents for the Commissioner. These delegations simplified
procedures and expedited action. :

January 1951: Operational cost system installed in collectors’ offices. Pro-
vided data for businesslike cost control in collectors’ offices. This facilitates
operations analysis and makes it possible to staff offices on the hasis of workload.

January—April: New Office of Budget and Finance was created. The first
three of Bureau of Internal Revenue’s regional finance offices were established to
provide better and more economical fiscal service:

July 1, 1951: Uniform stock-control system was adopted to provide for better
control of stock issues, inventories, and requisitions for replacement. Decentral-
ized stationery procurement was effected to simplify procurement of those items,
New system of administrative control over budget and expenditures was adopted
covering obligations and expenditures in the offices of those collectors who handle
their own accounting. New system of appropriation accountmg was also placed
in eﬁect to s1mp11fy appropriation expense accounts.

tember 1951: Report of survey of management 1mprovement facilities of
the %ureau of Internal Revenue completed by committee appointed by the
Secretary and the Commissioner.
_ October 1951: Internal Revenue Inspection Service established. This will
provide effective inspection of field offices for both efficiency and integrity.

November 14, 1951: Tobacco tax functions transferred from Excise Tax Divi-
sion to new Alcohol and Tobacco Tax Division. This consolidates field inspection
and enforcement activities in one staff for both kinds of taxes.

November 2, 1951: The Income Tax Unit was reorganized to reduce the num-
ber of primary orgamzatlonal units from 13 to 5 eliminating 113 positions.

During the year several other changes to improve the operations of the Bureau
of Internal Revenue were also made. These included: Decentralized to collectors
the audit of Form 940, annual return of employer of more than eight persons under
the Federal Unemployment Tax Act (formerly handied by Employment Tax
Division in Washington). This expedited the process. by having collectors deal
directly "with the State unemployment compensation agencies. Installed new

. method of processing monthly returns of manufacturers of tobaceo products and
annual accounts of dealers in leaf tobacco, which eliminated clerical work. Al-
lowed revenue agents to authorize payment of claims up to $3,000 on prima facie
evidence without field examination so their efforts could be directed to more
productive examinations. Installed a procedure for alphabetical prefix in classi-
fication and numbering of income tax returns to provxde for qulck 1dent1ﬁcat1on
‘of the class of return and simplify numbering.
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December 11, 1951: Procedure in the consideration of criminal fraud cases
revised by eliminating the health of the taxpayver as a basis for refraining from
recommending criminal prosecution for tax violations.

January 8, 1952: Establishment of a more efficient procedure in.the routing of
criminal tax evasion cases by providing for a direct referral of such cases from the
field by the district penal attorney of the Bureau to the Department .of Justice.

January 10, 1952: Further improvement in the. handling of criminal fraud
cases by abandonment of the former policy under which criminal prosecution was
not recommended in cases where taxpayers made voluntary disclosures of inten-
tional violation of the internal revenue laws prior to the initiation of the investiga-
tion by the Bureau.

January 14, 1952: The President’s Reorganization Plan No. 1 of 1952, for the
Bureau of Internal Revenue submitted to Congress by President Truman. -

The reorganization will include a realinement of activities in the field and in
Washington. The separate field offices engaged in different specialized activities,
for example, will largely be consolidated. It isexpected that the new organization
will be more efficient and provide better service to the taxpayer. .

January 30, 1952: Ten task forces were established to work out details of plans
and procedures for the proposed reorganization under plan No. 1.

March 14, 1952: Reorganization Plan No. 1 became effective. |

March: Use of flat package for mailing income tax forms and 1nstruct10ns
For the first time a manufactured flat package of forms and instructions was used
for two States, Indiana and Massachusetts. It will be used in all districts in the

future. The experlment was very successful. Higher manufacturing costs were
"~ more than offset by savings in labor. .

April: Standard mail- openmg methods. The standardized mail-room system
installed in all collectors’ offices was very successful, will save about $500,000 per
. year. It provides much more rapid and efficient handhng of mail and remittances
with a marked saving in labor. It will be refined and strengthened in all collectors’
offices during 1952.

CONCLUSION

The foregoing chronology of the actions taken and the improvements made in
management and operations of the Bureau of Internal Revenue clearly sets out
the painstaking care that went into the complete reorganization of the Bureau,
which culminated in the final step represented by the President’s Reorganization
Plan No. 1 of 1952, which was adopted by the Congress on March 14, 1952,

APPENDIX C. OBJECTIVES OF UNITED STATES FOREIGN FINAN-
- CIAL POLICY AND PROGRAMS UNDERTAKEN IN CARRYING OUT
SUCH POLICIES SINCE JUNE 1946

I. RoLE oF THE TREASURY IN INTERNATIONAL Finance

The 6 years from 1946 to 1952 have been years of continuous and rapidly
changing problems in international finance. Decisions by the United States Gov-
ernment, on foreign financial policy questions have assumed major 1mportance
In these years the United States Government has played a significant role in the
development of international institutions concerned with finaneial problems. It
has financed extended programs of assistance to foreign countries, individually and
in groups, both directly through its own agencies and indirectly through inter-
national bodies of which it is a member.

The Secretary of the Treasury, as the chief financial ofﬁcer of the Government,
-advises the President and participates actively in policy decisions by the Adminis-
tration on matters in which financial problems are necessarlly intertwined with
political, strategic, and other aspects of public policy. These problems are con-
sidered in the Cabinet and in interdepartmental bodies, some of which have been
established by legislation or Executive order, and others of which are constituted
on a less formal basis, .

Under the Bretton Woods Agreements Act, the Secretary of the Treasury is
Chairman of the National Advisory Council on International Monetary and
Financial Problems, which has a responsibility to the President and to the Congress
for the coordination of United States policy in international monetary and finan-
cial affairs, and gives policy guidance to the United States representatives on the

1
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International Monetary Fund and the International Bank for Reconstruction and
Development. The other members of the Council are the Secretary of State, the
Secretary of Commerce, the Chairman of the Board of Governors of the Federal
Reserve dystem, the Chairman of the Board of Directors of the Export-Import.
Bank, and the Director for Mutual Security. The Secretary of the Treasury has
also served as the United States Governor of the International Monetary Fund and
the International Bank for Reconstruction and Development and in this capacity
has represented the United States at the seven annual meetings which have been
held since their establishment. In consultation with the National Advisory Coun-
cil, the Secretary administers the Anglo-American Financial Agreement. This
agreement which represents the largest single loan transaction of the United
States since the war, has led to frequent consultations with the United Kingdom
relating to major objectives of the two countries in international monetary prob-
leins. Under the Gold Reserve Act of 1934, the Secretary is responsible for the
go}d transactions of the United States and for the development of basic gold
olicies.

P The responsibilities of the Treasury involve frequent exchange of views with the
finance ministers, central bank governors, and other financial officers of foreign
countries. At the annual meetings of the International Monetary Fund and the
International Bank, the Secretary has met with the Governors and other repre-
sentatives of the 54 nations now included in their memberships. These annual
meetings have also provided the occasion for informal consultations with the
representatives of foreign couhtries who have had problems to discuss with the
United States. The Secretary, and the Assistant Secretary supervising inter-
national finance, have also made short inspection trips in foreign areas, such as the
survey of COIldlt]OIlS in Western Europe made in 1949. Later in that year there
were formal meetings in Washington with the British Chancellor of the Exchequer
and the Canadian Finance Minister to discuss financial problems of common
interest. These meetings, under the chairmanship of the Secretary of the Treas-
ury, included representatives of other departments.

Throughout this period close attention has been given to financial developments
abroad through contacts with representatives of foreign governments in Washing-
ton and through Treasury representatives stationed in key foreign capitals.

As the economic recovery and the mutual security programs have developed,
the Secretary of the Treasury has been in close consultation with the State Depart-
ment, the Defense Department, and the Mutual Security Agency, and has attended
sessions of the North Atlantic Treaty Organization along with the Secretary of
State, the Secretary -of Defense, and the Director for Mutual Security. When
the Marshall Plan, under the 1mpact of the threat of aggression, evolved into the
Mutual Security Program it soon became apparent that many of the key prob-
lems in the security program were financial in nature, and that the mutual arrange-
ments which the allied countries were developing involved activities which were .
primarily the responsibility of their finance ministers, particularly in the NATO

" programs. The Secretary of the Treasury became a member of the United States
team in these problems at the NATO meetings in Ottawa and Rome in 1951 and
in Lisbon in 1952. To maintain a continuous intersessional review of these
problems, arrangements were made for consultation between the Treasury Depart-
ment and the United States special representative in Europe. The Treasury has
continually emphasized that appropriate weight should be given to the financial
factors, both domestic and international, in the development of United States
policy and relationships with foreign countries.

II. ForEraN FinanciarL Poricy Osiecrivis

Throughout this period of rapidly changing and complex problems, the United
States Government has followed a consistent pattern of international financial
policy.  This policy has sought to insure that the exigencies of current problems
should not lead to an abandonment of the principles of free transactions in the
money markets of the world. United States policy has had three major aspects:

(1) Free and unencumbered conduct of international financial transactlons
in the United States, and the malntenance of a stable gold market to sup--
port that freedom; '

(2) The creation and development of a community of soverelgn nations
. dedicated to the principle that the economic health of its several members
depends upon orderly and cooperative praectices in the field of interna-
“ tional trade and financial transactions; and .
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(3) Financial assistance to foreign countries of three types—
(a) Loans and grants to assist in solving fundamental reconstruction
and rearmament problems.
(b) Short-term, revolving-fund advances to assist in solving problems
created by less fundamental disequilibria.
(¢) Loans to develop the latent resources of underdeveloped countries.

The following sections deal with these aspects of. the Treasury’s a.ctwltles

III. GoLp AND FOREIGN ExCHANGE POLICIES OF THE UNITED STATES
GOVERNMENT

The maintenance of a st’a,ble international value of the dollar has been the
keystone of United States policies on gold and foreign exchange. Throughout
‘the postwar period, the United States Government has continued its willingness
to buy gold at $35 per fine ounce and to sell gold freely at that price to foreign
governments, or céntral banks, for legitimate monetary purposes. This policy
of stabilizing the dollar price of gold has facilitated the use of gold and dollars as
means of settling international balances and has been a major factor of stability
in world finance.

The Secretary of the Trea,sury durlng this period has consistently re51sted pres-
sures to increase the price of gold. On numerous occasions he has publicly stated
that the policy of maintaining the dollar price of gold would be unchanged and
that the maintenance of this stable value was in the interest not only of the United
States, but of the international trading world as well. In his most recent state-
ﬁlent on this sub]ect in September 1952 at a press conference in Mexico City,

e said:

“The views of my Government concerning the importance of ‘maintaining
unchanged the par value of the United States dollar in terms of gold are well
known. The stability of that relationship has been firmly endorsed by the Con-
gress of the United States.

“‘We believe that our policy promotes financial stability in the United States
and that this is of great importance not only to ourselves but to the rest of the
world. Internationally, the assurance of a stable link between the United States
dollar and gold mutually reinforces the confidence of the world both in gold and
in the United States dollar.”

The Treasury has made large purchases and sales of gold to implement this
policy. In the 6-year period July .1, 1946~June 30, 1952, United States monetary
gold transactions with foreign governments and central banks resulted in net gold
purchases of $3,983 million. Between July 1, 1946, and the currency devaluations
of September 18 1949, United States net gold purchases amounted to $5,206
million, and between September 20, 1949, and the Communist attack on Korea
in June 1950, our net gold sales reached $468 million. In the 12-month period
following the Korean i invasion, July 1, 1950—June 30, 1951, United States net gold
sales were $2,425 million, A reversal in the trend of United States gold trans-
actions durmg the following year, July 1, 1951-June 30, 1952, brought the net
United. States gold purchase to $1,670 million.

The United States Government has consistenly maintained the principle that
foreign exchange trading in the United States and in United States dollars should "
be free of any restrictions imposed by this Government. In this way, importers
are able to purchase goods where it i1s to their greatest advantage and exporters
to sell in the best market as far as United States regulations are concerned.

Our gold policy has been an adjunct to the policy of freedom from exchange
restrictions. In accordance with the Gold Reserve Act of 1934, the Treasury
alone holds the monetary gold stock of the United States. While the Treasury
sells gold for customary industrial and artistic purposes to American nationals,
and to foreign governments or central banks for legitimate monetary purposes,
the concentration of gold reserves in the hands of the Treasury bolsters the strength
and stability of the dollar. The United States also, through its own regulations
affecting trading in gold, has tried to assure that gold would be used not to build
private hoards, but to strengthen currencies, to settle international payments,

_and to serve useful artistic and industrial purposes.

The regulations under the Foreign Funds Control and Foreign Assets Control
of the Treasury have not been used for balance-of-payments reasons or as a
device for controlling normal exchange transactions. They have been concerned
solely with supporting the defense of the United States.

During the second World War, the Foreign Funds Control was 'established
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in the Treasury under the powers delegated to the Secretary of the Treasury by
the President under Section 5 (b) of the Trading With the Enemy Act, as amended.
The basic purposes of the control were, first, to prevent the seizure by the Axis
countries of financial assets in the United States belénging to invaded countries
and their nationals, and, second, to prevent the enemy countries from using
their own assets to the detriment of this country. At the conclusion of hostilities,
steps were taken promptly to unblock these assets in which there was no enemy
interest so that they could be used by their owners and the countries concerned
for their normal requirements. The unblocking procedures’ were based essen-
tially upon the certification of nonenemy interest by the authorities of the countries
involved. In 1948, a comprehensive survey was madé of those assets still blocked,
and information thereon was supplied to the pertinent countries participating
in the European Recovery Program. Assets which were not unblocked by the
end of September 1948 were transferred to the jurisdiction of the Oﬂice of Ahen
Property in the Department of Justice for ultimate vesting.

With the entry of Communist China into the Korean conflict, a new problem
arose. The Secretary of the Treasury, in the exercise of the authorlty conferred
by the Trading With the Enemy Act, issued, effective December 17, 1950, regulas
tions blocking the assets in the United States of Communist China and North
Korea, and their nationals. The Division of Foreign Assets Control was estab-
lished under the Secretary’s. authority to administer the regulations. A census
of Chinese and North Korean assets was also taken to facilitate administration.
‘A major feature of the Foreign Assets Control has been the prohibition of the
importation of goods into the United States in which a blocked national has had an
interest since the effective date. The sales of such goods in this country would

~have furnished the Communists with foreign exchange urgently needed in their

Korean aggression. Licenses have been issued, however, for payments to China
for such matters as remittances to American missionaries and businessmen
st%randed in China. Rigorous enforcement measures have been applied to cases
of violation. .

IV. INTERNATIONAL MONETARY COOPERATION

The postwar international financial policy of the United States has been
predicated on the principle that the economic health of the free world depends
upon orderly and cooperative practices in the field of international transactions.
An effective international payments system, allowing for a normal flow of invest-
ment, rests in part on appropriate exchange rates and policies and in part on

- internal measures to maintain financial stability. The United States has joined
with other countries in seeking greater international monetary stability through
the International Monetary Fund and through special financial arrangements
with particular countries.

Secretary Snyder has continually emphasized the interdependence of internal
and external measures intended to bring about international equilibrium. Thus,
international cooperation in the establishment and maintenance of exchange rates
and exchange policies depends upon the actions of individual governments in
maintaining internal stability. Inflation can undermine an existing pattern of
exchange rates and has frequently entailed government control of payments and
trade. Recognizing that a rational pattern of trade and investment must be
based on economic considerations, the Secretary has, in his statements to the
Governors of the. Fund and on other occasions called attention of foreign countries
to0 these basic considerations. In the course of these years, considerable progress
has been made in cooperating countries in restraining inflation, improving fiscal
systems, approaching budgetary equilibrium, and applying credit policies directed
toward placing their economies on a sound financial basis. The Secretary,
through his consultation with foreign governments and in his public pronounce-
ments, has influenced the course of these developments and has emphasized the
importance of these financial considerations in the formulation of our own foreign
financial policy.

The International Monetary Fund was established as the vehicle for interna-
tional consultation, agreement, and coordination on matters of foreign exchange
policies and practices. Its purpose of building a world of stronger and freer
currencies through orderly processes of establishment and modification of exchange
rates, and through the provision of short-term financial assistance to its
members has been fully consistent with United States policy in international
affairs. Both the Fund and the United States Government have looked to
a world of freer trade and exchange as a means of improving the standards
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of living of the members, and attammg high levels of useful production, employ-
ment, and trade. The influence of the United States has been brought to bear
in the Fund continually in the direction of evolving sound policies for the reduction
of exchange barriers and the use of the Fund’s resources when such use would
contribute toward the attainment of the Fund’s basic objectives.

In this connection the United States had made an effort to facilitate the flow.
of imports, as Secretary Snyder pointed out to the Governors of the International
Monetary Fund:

Our tariff rates have been substantially reduced by a succession of steps
resultlng from agreements with other countries directly, or through the mechanism
of the General Agreement on Tariffs and Trade. It was pointed out to us by
some of our friends that in some ways the procedures of our customs adminis-
tration placed unnecessary obstacles in the way of imports. I am pleased to say
we recognized these difficulties and many of the cumbersome procedures which
could be corrected by administrative action have been removed. We have
recommended to the Congress the modification of a number of items which have
been embodied in our statutes and it is my hope and expectation that the next .
Congress will complete action on the Customs Simplification Bill.
~ “Encouraging as this progress in facilitating imports has been, I am hopeful
that future years will see further action by the United States in implementing
its liberal trade policy to permit our friends abroad to earn their way more and
more through trade based on competitive production and prices and sound
international investment rather than on extraordinary assistance and continuing "
aid programs. In short, I should like to add my hearty endorsement to the
recciently expressed motto of one of our colleagues when he called for ‘Trade not
ai

The growth in United States’ purchases of goods from abroad (see chart B,
“The U. S. Balance of Payments”, p.235) has been encouraging:

We have been pleased to see our imports grow significantly, and we
hope 1ncreas1ngly to see our friends abroad enabled to pay their way by selling more
goods competitively in the world markets, including our own, which has been one
of sustained high level demand for many years. At the end of World War II our
imports amounted to $4 billion annually. Today the annual rate is $11 billion.
Although part of this represents price increases, the actual volume of imports
has about doubled since the end of the war.”

In Fund discussions, Secretary Snyder and other representatives of the United
States have stressed the importance of realistic exchange rates but also emphasized
that a pattern of exchange rates could not continue to be satisfactory for world .
trade unless exchange adjustments were accompanied by adequate internal
financial measures and increased levels of production, which would make it possible
to maintain these rates with a minimum of regulation. Secretary Snyder, in
presenting the financial aspects of the Marshall aid program to the congressional
committees, drew these considerations to the attention of the Congress. Since
his statements. were widely quoted in the press here and abroad, they clarified
the position of the United States Government on this issue. In the course of
presenting the financial recommendations of the Administration on the program,
Secretary Snyder in 1948 stated to the Congress that:

“The adjustment of some exchange rates may be expected in the course of
European recovery. Inflation in Europe in certain instances has given rise to
exchange rates which result in an overvaluation of the currencies in relation to the
dollar . The difficulties in setting exchange rates under present conditions are
such that, although the rates of some of the participating countries will certainly
have to be adjusted, the timing of these adjustments will vary from country to
country. Accordingly, it would not be good policy for us to insist UpOD &n across-
the-board modification of exchange rates before we extend aid.

In discussing the exchange rate question in the course of the congressional
presentation in February 1949 the Secretary stated:

“It would be a tragic mistake to act on the assumption that at the present
time devaluation would, of itself, solve the problem of Europe ... When I
discussed the exchange rate questlon with this committee a year ago, I pointed
out to the committee that the modification of exchange rates may have serious
repercussions on the domestic economy of the country concerned.” Devaluation
implies a rise in prices of imported foods and raw materials unless the difference .
is made up by subsidies. Premature devaluation may thus have the effect of
increasing inflationary pressures and may, therefore, give only a temporary
stimulus to exports Since devaluation may have adverse intérnal political con-
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sequences, governments are reluctant to change their rates until the need is clearly
demonstrated. Consequently, the exchange rate must be considered along thh
the other measures of internal financial stabilization.

* “The National Advisory Council has studied this question from time to time
over the last year, and we did not conclude that the time was ripe for widespread
exchange rate adjustments. This does not mean that we will hold to the same

views in 1949, . The Council believes that the exchange rate question should. -

be reviewed with & number of the European countries in the course of the next
year. The objective will be to explore with these countries the extent to which
they can improve their balance-of-payments position with the Western Hemi-
sphere, and whether or not changing the par value of their currencles will be
conducive to this result.”

The Secretary in both statements emphasized that the International Monetary
Fund was the forum for discussion and the authority for approval of medification
of exchange rates. The Fund in its own studies and reports dealt with the balance-
of-payments problem of the member countries. In its annual report (April 30,
1949) the Fund called attention to the problem of inflation in its member countries
and their difficult payments problems in financing their requirements from the -
Western Hemisphere through their trade. It called attention to the desirability
of expanding exports at competitive prices, but noted that exchange adjustment
must go hand-in-hand with other measures necessary to produce stability. It
also called attention to the emergence of a divided world market, one based on
low dollar prices, and the other on high prices in inconvertible, or “soft ”” currencies.

In September 1949, immediately after the conclusion of the Annual Meeting
of ‘the Fund’s Board of Governors, a widespread adjustment of exchange rates
took place. Following these substantial exchange rate adjustments, the trend
in the balance of payments of foreign countries was favorable, as was clearly re-
flected in the United States own balance of payments. The current deficit of the
rest of the world with this country, which had been running at about $1,750
million per quarter in the first three quarters of 1949, dropped sharply thereafter
to $1,126 million in the last quarter of 1949, and to $727 million and $817 million in
the first two quarters of 1950, respectively. This favorable general trend operated
clearly in the case of Marshall Plan countries, whose entire dollar deficit on current
account dropped from about $2.7 billion in the first three quarters of 1949 to
about $1.5 billion in the three quarters following. In addition, these countries
were able to add $1.5 billion to their gold and dollar reserves between September
30, 1949, and June 30, 1950. In the case of the sterling area alone, the dollar
deficit of $692 million in the three quarters before devaluation was wiped out in
the three quarters after, and the sterling area’s gold and dollar reserves increased
from the low point of $1,340 million at the time of devaluation to $2,422 million
on June 30, 1950. While the devaluations alone do not account for all of these
favorable results, they undoubtedly contributed substantially thereto.

The International Monetary Fund, in its Second Annual Report on Exchange
Restrictions, commented on the general improvement as follows:

“In the last quarter of 1949 and the first half of 1950—i. e., in the period be-
tween the currency adjustments of September 1949 and the outbreak of hostilities
in Korea—there was a general movement in the direction of greater equilibrium
in the payments positions of most countries of the world. Import restrictions
still worked to limit purchases of goods originating in the United States and other
‘hard currency’ countries, 'such as Canada. Nevertheless, the basic payments
problem which had plagued the world throughout the postwar period—the so-
called ‘dollar shortage — was substantially al]ev1ated even before the outbreak of
hostilities in Korea.”

The invasion of Korea, however, set off a.new series of disturbances which to a
large extent obscured the effects of exchange adjustment. Prices rose as the result
of stockpiling and speculative purchase of commodities, particularly industrial
raw materials. Increased military preparation added to the inflationary factors
in many countries so that the pattern of trade was considerably disturbed. One
of the consequences was a considerable shift in the United States balance of pay-
ments. Aside from exports paid from United States assistance, United States
exports fell below imports, and gold moved from the United States to sterling
area and other raw-materials-producing countries. In some countries there were
suggestions that this reversal in the international payments picture indicated the
desirability of an upward revaluation of other currencies with'respect to the dollar.
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The National Advisory Council opposed any general revision of exchange rates
at the time, and Secretary Snyder, in a press conference June 5, 1951, stated:

“It seems to me that the current inflationary situation has two characteristics
which must not be lost sight of when remedies to deal with it are being considered.
First, the problem is common to the whole free world, and secondly, it is 2 common
problem because it results from the 1mpact of the mutual defense effort. The
appreciation of currencies is not, in my view, a solution for a.world-wide infla-
tionary situation. Fundamenta,lly, we must deal with this problem through meas-
ures such as taxation, credit controls, allocation of scarce materials, and similar
methods which can be applied in all countries. Appreciation of currencies under
current conditions is likely to have the effect merely of giving a temporary ad-
vantage to a particular area to the detriment of the defense effort as a whole and
also to the detriment of the economic situation in the rest of the world.

“In my opinion, there is no justification for such a course of action at a time.

when the United States is engaged in a great rearmament effort and is making a
major contribution to friendly countries in that effort.”
The International Monétary Fund has stressed with its members the importance

of relaxing their exchange restrictions and of simplifying their multiple-currency

systems as initial steps-looking toward their ultimate elimination. In accordance

with the Articles, in 1952 the Fund began consultations with the members still

retaining exchange restrictions. These consultations have promoted mutual

understanding among members, while providing technical advice on exchange

groblems—a necessary prehmmary toward the eventual reduction of exchange
arriers

The International Monetary TFund provides fimancial assistance in connection
with short-term requirements for foreign exchange, associated with its consulta-
tions with foreign countries on their exchange and financial policies. These ad-
vances are expected to facilitate the objectives of the Fund and to be outstanding
for a relatively short period of 3 to 5 years. To date the transactions of the Fund
amount to about $900 million. In the earlier period these drawings served to
meet some of the dollar requirements of the European countries before the adop-
tion of the European Recovery Program. Inrecent yearsthe Fund’s transactions
have been related to short-term deficits arising from seasonal difficulties, crop
failures, changes in prices, shifts in the pattern of trade, and lag of receipts behind
expenditures, or other factors which could be expected to remedy themselves
within a relatively short period of, say, 3 to 5 years. Within a period of ‘3 few
years new crops, or reversed shifts in trade or policies may place them in position
to repay any credits advanced in the period of difficulty. The National Advisory
Council has advised the United States Executive Director in the development of
policies in the Fund which will meet some of the immediate financial requirements
of its members and facilitate the carrying out of programs in the exchange policies
in line with the Fund’s objectives.

Stabilization loans or credits on a lar; 1‘ger scale than those provided in this manner
through the International Monetary Fund were considered by the National Ad-
visory Council at the beginning of the European Recovery Program. Such loans
have been recognized as of possible value in appropriate situations, but not as
substitutes for programs aimed at reconstruction, economic recovery, or develop-
ment. Secretary Snyder in his statement to the Congress in 1948, speaking as
Chairman of the National Advisory Council said in part: el

“After progress has been made toward internal stabilization in the European
countries by balancing budgets, increasing production, and expanding trade, the
time will arrive when it may be appropriate to make stabilization loans which
would give greater assurance to the people of the participating countries that the
stabilization will be permanent . . . A-stabilization loan to be effective should
come when there is reasonable assurance that the internal situation of the country
concerned is satisfactory . . .”

Up to0 the present time it has appeared that the continuing fundamental difficulties
in Europe’s balance of payments have not made it appropriate to consider the
extension of stabilization credits to European countries.

In addition to cooperation in the international exchange field through the Fund,.

the United States Government has undertaken a broad program of financial re-
construction in a number of countries Whose exchange relationships were of direct
importance to the United States.

“The largest of these programs was with the United Kingdom. In 1945, the
Congress authorized the Secretary of the Treasury to enter into an agreement



with the United Kingdom whereby the United States extended a credit of $3,750
million to that country. This loan was to be used to assist the United Kingdom in
meeting its immediate postwar balance-of-payments problems and to assist the
country in moving toward convertibility and the elimination of restrictions on
payments. The Secretary of the Treasury, who administers this agreement for
the United States, has frequently consulted with the Chancellor of the Exchequer
and other British officials on the problems arising from the agreement and the
ways and means by which Britain could move to a less restrictive pattern of trade.
Formal consultations of this sort were held in 1949 and less formal discussions
have been held frequently. In December 1951, Britain made the first payment of
interest and principal on this loan in accordance with its terms. :
In 1946, the Philippines requested substantial budgetary and rehabilitation
loans from the United States Government. A Joint Philippine-American Finance
Commission, including representatives of the Treasury Department, made a
thorough study of the entire budgetary and financial situation of the Philippine
Government. The Mission’s interim and final report of 1947 outlined a compre-
hensive and integrated financial, monetary, fiscal, and trade program for the
recovery and development of the Philippines and provided a basis for & number of
actions taken by the Philippine and the United States Governments. In order
to provide short-term budgetary assistance to the Philippine Government, and at
the same time to effect a satisfactory settlerhent of the outstanding obligation of
the Government of the Philippines to return certain.peso funds, an agreement
wigla the Philippines was negotiated by the Treasury and signed on November 6,

In 1947, Secretary Snyder signed a new exchange stabilization agreement with
representatives of Mexico, amplifying and extending similar arrangements which
dated back to 1941, This agreement, the purpose of which was to assist in
stabilizing the dollar-peso rate of exchange and in maintaining the convertibility
of the Mexican peso, provided that under appropriate conditions the Treasury
would purchase pesos up to the equivalent of $50 million. In June 1949, Mexico

. established a new par value in agreement with the International Monetary Fund,
and Secretary Snyder entered into a Supplemental Stabilization Agreement which
added $12 million to the $13 million then remaining under the original agreement,
In 1950, Mexico was able to repurchase from the Treasury all of the pesos previ-
ously sold under the agreement. In 1951, a new agreement providing for purchase
up to $50 million was signed, but Mexico has not found it necessary to draw on
the sum available. These stabilization operations, combined with the 1949
exchange adjustment, have been notably successful. The exchange rate between
the Mexican peso and the dollar has been maintained on a stable and fully con-
vertible basis, and Mexico has been able to strengthen its international financial
position. .

In the Western Zones of Occupied Germany, the Treasury cooperated actively
with the Defense and State Departments in the planning and carrying out of ‘the
currency reform of June 1948. Such a reform had become crucial to any rapid
recovery of the German economy from the effects of wartime inflation and
destruction as well as from the impeding consequences of quadripartite occupa-
tion. Soviet oceupation of a part of Germany meant that plans for a monetary
reform in the Western Zones had to be based on a careful assessment of the
economic and financial consequences, among others, of such an operation, and
that the technical preparations for the reform required unusual care. The
Bureau of Engraving and Printing undertook the designing and printing of the
new Deutsche Mark and Treasury specialists in International Finance partici-
pated actively over several months in the intensive work involved in the develop-
ment and initiation of thé plan for currency reform. This reform was highly
successful in halting continued inflation and disorganization in the economy of
Western Germany and in initiating a phenomenal and continuing recovery in
the external as well as the internal situation of Western Germany.

The Treasury participated actively in efforts to achieve internal financial
stability in Japan during the occupation period. The early years of the Japanese
postwar economy were characterized by acute inflationary conditions which
impeded economic recovery both internally and internationally, In the first
half of 1948, the National Advisory Council reviewed the Department of the
Army appropriation request for fiscal 194849 for relief and rehabilitation of
Japan. It also reviewed problems related to the practicability of establishing a
single exchange rate in Japan. Treasury technicians and those of other NAC
agencies at that time expressed concern over the inflationary situation in Japan
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and recommended to the. Council that in order to make the aid effective and to
permit the early establishment of unitary exchange rate, a vigorous antiinfla-
tionary program should be adopted immediately by:the Japanese Government.
These recommendations were in turn presented to Japanese authorities by the
Supreme Commander for the Allied Powers (SCAP), although the program was
only. partially enacted. In December of the same year, the National Advisory
Council was requested to review the Army Department’s fiscal 1949-50 request
for assistance to Japan. The recommendations resulting from this review again
called for corrective internal measures, most of which were subsequently adopted
by the Japanese Government. Dunng 1948 and early 1949, two special missions,
which included representatives of the Treasury, were sent to Japan to assist and
advise Japanese and SCAP officials on the problems of establishing a- unitary
exchange rate and carrying out- the stabilization  program. The stabilization
resulting from these efforts was impressive and provided a further stlmulus to

the recovery of the J. apanese economy.

V. UNI’I‘ED STATES ECONOMIC ASSTSTANCE PrROGRAMS

“At the end of the war ma,ny of the allied countries were unstable politically,
faced with threats of attack from the outside and subversion from within, while
their industrial plant had deteriorated and their international trade had been
disrupted by the war. Many of them faced serious problems of inflation arising
from the breakdown of their fiscal systems, the inadequacies of their taxation

. measures, and the expansion of credit by their central and commercial banking

systems. It was recognized that under these circumstances complete reliance
for the economic recovery of the Western World could not be placed upon normal.
capital flows, nor on the internal efforts of these countries themselves. Accord-
ingly, steps were taken to provide economic ass1stance toward the reconstruction
of the European economies.

The United States provided economic assistance in the period 1mmedlately
following the war in a variety of forms, including grants of money and supplies,
loans, and transfers of goods and services on a deferred payments ‘basis. ~ Sub-
stantial credits, covering lend-lease goods in the ¢‘pipe-line,” surplus materials

Jlocated abroad and surplus merchant vessels, were made available to foreign

countries. The United States also financed about 70 percent of the operations
of the United Nations Relief and Rehabilitation Administration, which trans-
ferred large quantities of food, fuel, and industrial raw materials to war-devas-
tated countries. Loans by the Export-Import Bank played a significant role in
this period, following an increase by $2.8 billion in the lending authority of the’
Bank for the purpose of enabling the Bank to undertake loans for reconstructlon
purposes.

By the end of 1947, foreign countries had received grant assistance from .the
United States amounting to approximately $6 billion, including almost $2 billion
in lend-lease supplies and $2 billion in civilian supphes provided for occupied
areas. Credits of all kinds by United States agencies in.the same period totaled
slightly more than $8 billion, including the loan under the Anglo- American
Financial Agreement. Provision of assistance on this scale by a number of
United States agencies, with differing statutory authority and practices, created
difficult problems of coordination. The National Advisory Council carried out
its responsibility for the coordination of these programs. -

Another important means of dealing with these problems was the Internatlonal
Bank for. Reconstruction and Development, which had been created in full
recognition that the Bank would make its loans, at least in the initial period,
primarily from use of the United States subscription and the sale of its securities
in the United States market. In the first 3 years of its operations, most of the
Bank’s loans were made for reconstruction purposes to European countries
(France, The Netherlands, Belgium, and Denmark); to assist them in restoring
their economies. Thereafter the Bank provided more of its funds for economic- -
development purposes in other areas. By the end of 1947, dollar dlsbursements
of the Bank totaled about $300 million.

By 1947, when European countries had borrowed hea,v1lv and were losmg
monetary reserves, it .became .clear that the magnitude of ‘the reconstruction
problem was greater than had been anticipated and that it would not be possible
to finance the needs of the European countries through lending operations,
either through the securities market or through public lending institutions. While
Congress had .provided special assistance for a few countrles whose economies
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were in poorest condition and whose borrowing capacity was least, it became.
evident that further economic assistance would have to-be financed principally
without expectation of repayment. In 1946 and 1947, the National Advisory.
Council had coordinated the terms upon which outstanding obligations were
funded and new assistance provided by the lending institutions. But it concluded
its report (House Doc. No. 365, 80th Cong., 1st Sess.) for the period ending
March 31, 1947:

“As of March 31, 1947, almost all United States governmental resources author-
ized for foreign financial assistance, excluding United States participation in the
International Monetary Fund and 'the International Bank, had been committed
to foreign countries. -It has during the period under review become increasingly
clear that such resources as remain available will not, by reasons either of their
amount or of the nature of developing needs abroa,d prove adequate for -the
accomplishment of the purposes for which foreign financial assistance has been

- provided. The question of the extent to which this country will need to provide
additional assistance to foreign countries cannot be readily answered. . The
agencies represented on the National Adv1s0ry Council are giving continuing
consideration to this matter.”

Following Secretary Marshall’s now famous Harvard speech, agencies of the
Government be%\n to formulate a program for assistance to the European
countries, The National Advisory Council gave extended consideration to ‘the
financial terms upon which aid should be extended and to .the obligations which
the participating countries should assume as a condition to receiving aid. Sec-
retary Snyder, as Chairman of the National Advisory Council, presented its
recommendations on these matters to the congressional committees. After a

- year’s experience with the program, the Secretary again appeared before the .
committees to lay before them additional recommendations. In each of the:
successive years, the financial terms of the aid programs have been considered.
by the .Council, and the Council’s recommendations have formed an important
part of the Admlmstratxons program. The legislation as enacted made the
Administrator for Economic ‘Cooperation a member of the Council, thus insuring
that the European Recovery Program would be fully coordinated with other
international financial policies and programs of the United States.

While the details of the Council’s recommendations have necessarily varled
somewhat from year to year as conditions have changed, a few of their basic
principles may be mentioned here. From the beginning, the.Council recom-
mended that the bulk of the assistance should be provided -on a grant basis. It
held that the European countries were already heavily obligated on.account of
previously incurred debts, and that a great.increase in charges for servicing loans.
would burden their balances of payments for the future so as to prevent. the
reemergence of normal investment standards. As Secretary Snyder stated to
the Senate Committee on Foreign Relations on J anuary 14, 1948 and the House
Commlttee on Foreign Affairs on January 21, 1948:

. . We must keep in mind that these countries have already incurred an
bhga,tlon for large annual payments of interest and amortization arising from
the dollar loans extended to them over a period of years by the United States
Government or the United States private capital market. We should take care
not to insist that these countries contract additional dollar debts which will
absorb so much of their dollar earnings as to operate to the disadvantage of future
trade and private investment. If the entire aid for European countries were -
to be on a loan basis, it would be practically impossible for them to meet the-
additional annual charges from thexr earnings of dollars, even after trade and

investment return to normal.

The Secretary emphasized that the assistance was to be given conditionally
to meet a temporary need, and that its purpose should be so to strengthen the
economies of the partici‘pating countries that by the termination of the program
they could become self-supporting and free from dependence on extraordinary.

. assistance. To this end, more than aid was required. The value of extraordinary

assistance would be greatly impaired unless the participgting countries them-

- selves took the difficult steps necessary to bring about increased production,.

expanded trade, and financial 'stability. In this connection, Secretary Snyder
emphasized the importance of controlling inflation through appropriate fiscal
and monetary policies, including .increased rates of - taxation, improvement of
fiscal administration, curtailment of postponable expendltures, -and sound credit
and debt policies. He recommended the use of the local curreney counterpart
of United States assistance for the reduction of the outstanding debts of the
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governments, particularly to the central banks, as an important deflationary
device, though to some extent these funds might be usefully employed to stimulate-
production. These recommendations were substantially embodied in the-au-
thorizing legislation by the Congress, - :

The E%uropean Recovery Program was broader in scope and larger in amount
than the special programs developed in the immediately preceding years. These
programs were largely for the provision of immediate relief. The European’
Recovery Program on the other hand was for reconstruction and not relief. In
the course of the 4 years 1948 through 1951, the Furopean countries received
over $10 billion in grant funds, including the capital contributed to the European
Payments Union. In addition, more than $1 billion was provided through special
credit arrangements under the Economic Cooperation Act.

On the whole, the emphasis of United States foreign aid in the immediate post-
war period was predominantly economie, being initially concerned with the
problems of immediate relief and later with the problem of economic recovery
from the effects of the war. As time progressed, however, the need for rebuilding
the defenses of the free world became increasingly apparent. The initial major
atep in this direction was the Greek-Turkish Aid program, begun in 1947. - Later
it became necessary to provide for defense needs in the foreign aid program.on
8 broad scale. In October 1949, the Mutual Defense Assistance Act was enacted
by the Congress for the purpose of promoting defense in the free world. As
in the case of the European Recovery Program, the financial policy aspects of
tche Mutual Defense Assistance Program were reviewed by the National Advisory

ouncil. C

In 1951, the various foreign aid programs of the United States were brought
together in the Mutual Security Program, which embraces military, economie, -
and technical assistance. This program, which was authorized in the Mutual
Security Act of 1951, marked the completion of shift in emphasis of the foreign
aid program toward the security needs of the non-Communist world. The
financial aspects of the Mutual Security Program were reviewed by the National
Advisory Council at the request of the President, in the same manner as the
Council had reviewed earlier aid programs. Coordination of the financial aspects
of the Mutual Security Program with other aspects of the international financial
policy of the United States was assured by the designation of the Director for
Mutual Security as a member of the National Advisory Council, replacing the

_Administrator for Economic Cooperation.

The development of the Mutual Defense Assistance Program and the Mutual
Security Program has been geared closely with the assumption by the United States
of its obligations in the North Atlantic Treaty Organization and in other inter-
national defense arrangements. It has already been pointed out that the imwvor-
tance of the financial commitments made by the United States in these defense
arrangements has given the Secretary of the Treasury an important role in inter-
national discussions of these problems, particularly in the North Atlantic Treaty
Organization. This active and continuous participation by the Secretary has been
essential in assuring that financial considerations are given appropriate attention
in carrying out these arrangements with foreign countries. -

The foregoing review of the foreign assistance programs of the United States
since the war has emphasized the major aspects of these programs. There have
been in.addition a number of significant special foreign assistance programs. :

A very large amount of assistance in the formn of-civilian supplies was provided
in the first years after the war, primarily to Italy, Germany, and Japan. There
was a program of aid to Yugoslavia, and a program of economic assistance to the
Philippines. . . o i

In addition to the programs already mentioned, the Export-Import Bank has
since the end of the war continued its lending operations, and has made a numpber
of loans, many for economic development purposes, to finance projects in many
parts of the world, including Latin America, Africa, and Asia, as well as Europe..
The Bank has also financed the production of strategic and other materials re-
quired by the United States defense program. The activities of the International
Bank since the postwar reconstruction loans have been-directed primarily to eco-
nomic development in many parts of the world and have emphasized development
loans to underdeveloped countries. The lending activities of the International
Bank have been consistent with the objectives of the United States in this field
and have constituted an important and significant part of the efforts of the free
world to improve the situation. The National Advisory Council has regularly
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reviewed credits of this type by the Export-Import Bank and has. formulated the
position of the United States with regard to International Bank loans.

President Truman’s Point IV program, initiated in this period, has as its main
objective the provision of technical assistance to underdeveloped countries. It
includes, also, the encouragement of the flow of investment capital. Extensive
consideration was given by the National Advisory Council to the financial aspects
of the Point IV program, including the obstacles to private foreign investments
and the need for negotlatmg investment treaties. The desirability of various
forms of guaranties by this-Government and of changes in United States tax
measures was studied and recommendations made. Congress later authorized a
program of technical assistance, to be carried out through the Technical Coopera-
tion Administration, and enacted certain investment guaranty measures for the
encouragement of forelgn investment.

The magnitude, terms, and geographic coverage of the foreign aid programs of
the United States are indicated in tables I and IT and chart A, pages231, 232, and
234. Table ITI shows the extent to which the operations of the Internatlonal Mone-
tary Fund and International Bank have made dollars available to foreign countries.
Chart B illustrates the importance of United States foreign aid in the United
States balance of payments.

VI. SuMMARY AND CONCLUSIONS

In the international aspects of his work, as in the domestic, the Secretary of the

Treasury has responsibility for maintaining the stability and strength of the Na--

tion’s currency. Through his administration of the national gold policy and other
financial policies related to our position as the strongest financial power in the
postwar world, the United States has provided leadership directed toward the
improvement of the international monetary system.

Throughout the 6-year period the United States dollar has been consistently the
most widely desired currency in the world, and its strength and stability have
never been questioned. Most foreign countries have forbidden their citizens to
hold United States dollars and, through trade and exchange restrictions, have
limited their freedom to obtain United States products. Progress toward sounder
international monetary arrangements has in practice been dependent upon a closer
approach by foreign countries to economic and financial stability.

In September 1952, the Secretary stated to the Governors of the International
Monetary Fund at the annual meeting in Mexico City:

“We hope to achieve this goal through internal financial stability and through
expanded multilateral trade and world-wide currency- convertibility based on
realistic exchange rates and on an internationally competitive price mechanism.
This means we should free ourselves as much as possible from hampering restric-
tions whether they take the form of restrictive tariffs, quotas, prohibitions,
exchange restrictions, or other artificial supports or devices. In this way we hope
to foster sound and efficient production and trade at a high level and to assure the
~best possible allocation of resources for the benefit of all of us.’

The broad international financial policy objective of the United States during
this period has been (a) to preserve and foster the greatest practica,ble degree of
freedom from. restrictions .on international financial transactions, in order to
attain high levels of world trade and facilitate international mvestment (b) to
promote efficient production throughout the world, and (¢) to encourage balance
in international accounts through realistic exchange rates and sound internal
financial policies.

. The past 6 years have seen, not only the tremendous task of recovery and re-

construction from the most destructive war in history, but also—even before that
task could be accomplished—the new task of-dealing with the distortions resulting
from a great rearmament effort in the face of & new and massive threat to the secu-
rity of the free world. The United States economy has demonstrated that.it could
~meet the challenge of these tremendous changes with remarkable resiliency. For
a variety of reasons foreign countries have not, however, generally demonstrated
the same degree of ability to overcome the obstacles faced. ~Both in the conversion
to peacetime activity and in the reconversion to partial mobilization, major
economies throughout the world have demonstrated less flexibility and funda-

" mental strength, and greater vulnerability to change and more tendency to-

inflation.
The problems of monetary policy both in terms of the internal economy and
external payments relations are necessarily ever present and vary in form with
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chianges in the ebb and flow of economic activity. The Soviet threat and the
necessity of maintaining adequate defense clearly indicate that for the foreseeable
future the problems of monetary policy will be in the forefront of national and
international thinking. In the period which we are facing as'in the postwar period
through which we have passed, the free nations of the world must have under
continuous review exchange practices and. policies and their impact on their flow
of trade and payments. i : . .
The Secretary of the Treasury has continually emphasized the importance of
measures leading toward internal financial stability, and in the close relationship
of these measures to achieving a sound balance of payments. As he said in ad-
dressing the Governors of the International Monetary Fund (September 4, 1952):
“But if we are to preserve our internal and external stability we must merit the
" unpopular role our office calls upon us to play, and take the difficult road of those
fiscal and monetary measures suggested in the Fund Report which can minimize
inflationary pressures rather than relying—with more or less futility—on measures
to control them once they are created. Because of the permeating and corroding
effects of inflation on economic and social stability, it is a source of deep gratifica-
tion to me that our United States Congress has been willing to increase taxes three
times in less than two years in order to help meet our necessarily increased expendi-
tures. Through these and other measures we have been enabled to complete six
years of postwar finance with a net budget surplus of over $3 billion.”
The importance of these measures is heightened by the new burdens of defense:
) “, . . Burdensome as present defense programs are, they seem likely to con-
tinue for a sustained period. Moreover, they represent only part of the total
domestic economic activities of some countries and only a small or insignificant
part in other countries. The bulk of the economies of the world are still devoted to
civilian activities. Financing our défense burdens through the easy policy of
inflation can only hinder our progress in sound reconstruction and development,
by distorting our allocation of resources and our production, by threatening both
domestic savings and monetary reserves, and by enhancing balance-of-payments
- difficulties, which would lead to the introduction or strengthening of undesirable
foreign exhange and trade practices.
“The measures to be taken are well known to you gentlemen. They include:
1. Increased production of essential goods -and increased productivity from
) available capacity and resources, ’
“2. Postponement of less essential Government and civiiian expenditures.
“3. Restriction of investment and credit to essential purposes.
“4. Increased taxation directed to reduction of less essential civilian expendi-
tures and to the promotion of essential and efficient production.
“5. Encouragement of savings. . :
“6. Miniﬁ)um reliance on controls and restrictions domestically and interna-
) tionally. v : .
‘7. Rates of exchange which are realistic and which contribute to interna-
tional balance and the removal of restrictions. :
“These measures are well known. They are hard and difficult. But they are
the road to real strength and independence. "It is the heavy responsibility of my
colleagues here—of Finance Ministers, Central Bank Governors, and their asso-
'ciates—to take the lead in their countries in making effective the difficult but
rewarding policies which will, in fact, produce increased economic as well as polit-
ical and military strength. These are measures which will achieve internal and
external balance. These are measures:which will stabilize and maintain the pur-
chasing power of currencies and preserve the value of savings. These are measures
which will help achieve and maintain the social and economic stability which are
Tnecessary for the preservation of freedom and for higher standards of living for all.
“We have.a choice,  We can take the easy road of inflation and restrictionism
which léads to instability and weakness.” Or we can take the hard road to strength
and independence—the road to monetary stability and freedom. These are the
Fund and Bank objectives. It'is my fervent hope that for the sake of the future
of our ¢ountries and for the future of the Fund and Bank we will all take the more

constructive road.”
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TaBLe 1.—Foreign aid programs of the U. 8. Govérnment: granis and credits utilized
in the postwar period, by calendar years

[In millions of dollars]

Utilized in the postwar period (calendar years)

Program utiiized July-
1951 | 1050 | 1049 | 1048 | 1047 | 1046 (D§0Ome
: 1945
Total, all programs_...........i..... 35,437 | 4,957 4,601 | 6,122 | 5,713 | 6,224 | 5,680 2,140
Total, grani:s .............................. 24,388 | 4,544 | 4,155 | 5,430 | 4,302 | 2,008 | 2,502 1,267
Economic cooperation._ .. ... ..._....- 10,549 | 2,458 | 2,804 | 3,707 [ 1,490 | .. .. .|
European Recovery Program....._....... 10,147 | 2,309 | 2,731
Far East Program (including Korea)..:... 402 149 73
‘Lend-Lease and civilian supplies..._...._. 6,128 320 506
Lend-Lease. .. ..o ooooucmeoaaoaaoo| 1,045 {__ S R
Civilian supplies . 322 506
(Credit offsets to grants)__. ceeo| 11,256 12 oees
UNRRA, post-UNRRA, and interimaid..| 3,443 |....._. @
UNRRA _.cocneaeae
Post-UNRR.
Interim aid..
Other grants.............

Mutual-defense assistance.
Greek-Turkish aid.....
Philippine rehabilitatio:
Chinese stabilization and

ald ...
International refugee assista
International Children’s Fun

Donations of 8
Yugoslavaid. ...
American Red Cri

Total, credits__

Export-Import Bank.
Economic Cooperation.

Anglo-American Financial Agreément .....

Indian loan. . 06
Spanish loan 17
United Nations loa 58
Commodity credits.. 283

Miscellaneous loans 105

1 Minus. 2 Minus less than $500,000. 3 Less than $500,000.

NoTtes.—Lend-Lease was supplied principally to European countries and 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 contributions to UNRRA totaled $2.7 billion out of & total
UNRRA program of $3.9 billion. UNRRA assistance went principally to European countries and China.

Interim aid was administered by the Department of State aud the Economic Cooperation Administration
under the act of December 17, 1947 (Public Law 389, 80th Cong.). Assistance was rendered to Austria,
France, and Italy principally during first half of 1948. ’ X

Oreek-Turkish assistance under the act of May 22, 1947 (Public Law 75, 80th Cong.), was administered
by the Department of State and included civilian as well as military ald. .

Philippine rehabilitation has been authorized for war damage compensation (private war damage claims),
transfer of excess Army stocks, and restoration of publie property and essential public services.

China—The stabilization grant of $260 million was administered by the Treasury Department under
the act of February 7, 1942 (Public Law 442, 77th Cong.). Military aid to China was administered by the
Executive Office of the President and terminated in April 1949, Chinese aid consisted of grants adminis-
tered by the Economic Cooperation Administration under the Economic Cooperation Program for China.

Surplus property includes that aid rendered through the War Assets Administration, the Office of Foreign
Liquidation Commissioner, and the Maritime Commission. K

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

Miscellaneous loans were largely made by the Department of Agriculture, the Army, Reconstruction
Finance Corporation, and Department of State. SOURCE.,—Department of Commerce.
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TasLe IL—Summary of postwar U. 8. Government foreign gmnts and credils:
July 1945, to December 31, 1951, by area ’

[In millions of dollars)
Utilized Returned and repaid
Net -

Area postwar _ Credit

. - Total Grants | Credits Total Grants | repay-

" . i ments
Total, all areas_.._._....J{ 32,980 [ 35 37| o2a388| 1,000 2457 690 1,767
Total, Burope...occcceeameee- 25,431 | 26,856 | 17,679 9,176 1,425 547 878
ERP participants___.___.______ . 23,786 25,108 16, 473 8, 635 1,322 - 508 815
Qther Europe .................. 1,645 1,748 | © 1,207 541 103 | 40 63
Asia oo 6, 095 6, 601 5550 | - 1,051 506 30 475
Latm Amerlca - 513 767 207 560 255 O] 254
Afriea. .o ool . 257 49 1 48 107 93 14
Canada - 2 143 |- 143 142 oo .. 142

Qceania - 32 19 13 23 20

Unalocated.. ..ooooocoooooon 987 988 931 58 ) O P, 1

1 Less than $500,000.
2 Minus.

‘WNorE.—See footnotes to table I,
Source.—Department of Commerce.

TasrLE III.—International Monetary Fund and International Bank dollar assistance
to foreign countries through June 30, 1952

[In millions of dollars)

Tan.— Calendar years
Total June
1952 | g5 | 1050 | 1949 | 1948 | 1047
Total assistance_............... SN 1,640.6 | 129.1 [ 123.3 67.2 | 163.4 [ 396.1 761. 5
Fund sales of dollars 1_____ e 813.2 40.6 6.6 __._.__ 10151 202.8 461.7
Bank dollar disbursements 2........_.._.... 827.4f 885 116.7 67.2 61.9 | 193.3 299.8

a l"Umt,ed States quota $2,750 million, of which $687.5 million was paid in gold and $2,062.5 m)lhon in
ollars,

2 United States subscnpuon was $3,175 million, of which $635 million was paid in dollars. Through June
30, 1952 the International Bank sold 3450 million of bonds in the United States.

SourcE.—International Bank and International Monetary Fund.
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TABLE IV.—The United States balance of payments, July 1, 1945, to June 30, 1952

(In millions of dollars]

Means of financing
Period T?tal gxpor&‘,s . Net movements
erio of goods an : .
AT | mports——————
: . 8. Govern-| Liquidation ;
services () ment sources |of gold () and Mlsoeg?neous
@ dollar- assets

Total postwar_..__...._._ 119, 999 74, 526 36,824 1, 996\ 6, 653

1852: January-June._.._..._._._. 10, 531 7,739 2,384 50-10 . 418
1951:

July-December._.. ... NN, 10, 589 7,301 2,236 562 490

5 January-June. ... .___...__ 9, 658 7,853 2, 456 6—1,014 363

0: I N

July-December_.. . _..._.._ 7,642 6, 889 2,018 8—2. 507 1,242

. January-June._............. 6,793 5,278 2, 267 §—1,134 382

July-December 7,191 4,747 2,610 |~ e-362 196

9481 anuary-June... 8, 765 4, 968 3,337 364 96
1948:

July-December_ .. 8,286 5,376 2, 766 6§—74 218

47J anuary-June...__........._. 8, 806 4, 980 2,302 854 670

July-December_ ......_.._.. 9,728 4,198 2,515 2, 084 931

46J anuary-June. .........._... 10, 068 4,001 3,327 2,378 . 272

July-Decomber. ............ 7, 506 3,635 2,408 1,109 354

January-June...._ 7,235 3,328 2, 569 823 515

1945: July-December 7,201 4,143 3,629 8—1,077 . 506

1 Exports and imports include not only merchandise but also transportation, travel, income on invest-
ments, and miscellaneous services, the latter two both private and government. .

2 Data on U. S. Government sources are net of unilateral transfers to the United States and capital re-
payments. Included are pensions, annuities, and claims against the U, S. Government, as well as loans
and property credits. ) .

3 Includes gold sold out of current production abroad, as well as liquidation of existing foreign holdings.

4 Shows net dollar disbursements by the International Monetary Fund and the International Bank
(see footnote 5), U. S. net private remittances, U. S. net private long- and short-term capital outflow, and
errors and omissions. . .

s Includes transactions of the International Monetary Fund and the International Bank, formerly under
“Miscellaneous.” .

8 Negative figures are due to the net foreign acquisition of dollar assets and purchases of gold from the
United States, which are a result of an excess of the means of financing over United States exports.

SoURCE.—Department of Commerce.



CHART A

¥¢¢

UNITED STATES: GOVERNMENT -FOREIGN -ASSISTANGE:

[Total Utilized ﬁg"d}
AMNUAL RATES ¥

$6i 8
R
Y
<
b
¥
6 3. ¢
o | - AR -
H™ s 3
- by s
|} a; N
4q -§ ¥ As
N &
{ i
T B
% 3
)
2 3 2
ﬁ [ - [N
: July-Dec  -Jan-June - July-Dec. Jon-June July-Dec. Jon-June July-Oec Jon-June July-Dec  Jon.-June July-D?e.‘-' Jon-June  July-Dec.  Jon.June July-oee.]
[ 1945 1946 —— —— 1947 1948 —J L —949—J _——950— 195 ) ——i b——1982 —+f

IYASVESL EHL 40 X9VIHYOES THL 40 JH0oddY 261




CHART B

1945 “——i946—I—— 1947 —— 1949 ——

1949

"m:msol/mwmnblmw excood oxports,

$Billions $Billions.
- L= Z Z
24} 2
. ..J A ;
20 S5 /Total Exports of 120
W Goods and Services
441k dfora’p esevesosed * * is
ot \'¢ G ang Dodlr Assars|
Exports
] Goods end 7
! 12 12
US COVERAMENT SOURCES (NET)
8 8
4 énports of Goods end Services 4
Jul Jon-June  July-Dec. “Jon-June July-Dec. Jon.-J July-Dec.  Jan- Wiy-Dec.- ™ Jon-Jume luly-Dec, Jon mmb-
uly-Oec.  Jan.- uly-Dec. Jon.-June July-Dec. Jon-June [y~ n.- June [y-Dec.- Jon- y-Oec. Jon June  July-Oec. -
: d — 1950 ——ms——= 195 | i 1952

SLISTEXE

geg



236 1952 REPORT OF THE SECRETARY OF THE TREASURY

APPENDIX D. IMPROVEMENTS AND CHANGES IN WORKING OP-
ERATIONS OF THE TREASURY DEPARTMENT SINCE JUNE 1946 -

Fiscan YEAR 1947
BACKGROUND

World War II brought on a period of tremendous increase in Treasury activi-
ties. New functions were added to the Department while existing functions
expanded at a very rapid rate. A few examples of this great expansion of work-
load are shown below and compared with workload processed during fiscal 1947,
A complete table on workload data is found at the end of this Appendix.

1940 1946 1947

Tax returns filed 19, 199, 932 81, 447, 923 91,723,748
Persons examined by Customs. 48, 552, 327 72,977, 244 78, 947, 553
Sheets of all types of printing 446, 846, 250 684, 369, 362 559, 452,273
Checks issued. ....__......__. 106, 743, 925 134, 541,597 160, 637, 192
Checks paid. . o eacao 130, 578, 489 348, 749, 450 260, 056, 000
Pieces of outstanding public debt securities requiring serv-

icing. 25,009, 543 646, 692, 593 600, 808, 010
Coins produced 768,091,000 | 1,658,127,100 2, 016, 485, 295
Cases completed (counterf g, check forgeries, bond ’

CASES, 810, ) o e eeeean 22,945 43, 884 50,202

The war created other problems such as scarce manpower, an influx of un-
skilled, inexperienced workers on the labor market, and the unavailability of
equipment. These factors were coupled with the pressure of a war situation in
which speed was often more important than cost. The end of the war brought
with it the inevitable retrenchment in expenditures. This general tightening of

" the belt worked definite hardships on some bureaus of the Treasury where the
workload either continued at a high war level or actually increased beyond levels
previously experienced. :

During the latter part of the fiscal year 1947 some Treasury bureaus were
forced to adopt the policy of suspending all hiring and promotion of personnel in
order to assure that administrative costs would remain within available appro-
priations. One major bureau could not fill vacancies created by resignations,
deaths, or dismissals during the last four months of the fiscal year, despite the
fact that its workload was increasing. TFhese factors accertuated the difficulty
involved in converting from wartime to peacetime operations.

It became increasingly apparent that management improvement was required
in order that the workload could be handled by the existing personnel or even by
fewer people. : ’ .

START OF THE MANAGEMENT IMPROVEMENT PROGRAM IN THE TREASURY

When Secretary Snyder took office in 1946, the Department was in the initial
stages of reconverting to peacetime operations. The Secretary decided that it
was an appropriate time for a period of general stock-taking in the Department.
The Treasury bureaus accordingly were requested to reexamine their operations
with a view to promoting maximum efficiency and economy. They were requested
also to report to the Secretary steps taken or contemplated to reduce expenditures;
and to indicate the results obtained or expected.’

Plans were then made for concerted effort to improve management and several
fundamental decisions were made at this time which proved to be sound in practice
and which are still being followed. S - S

First, it was decided that the responsibility for improving operations should be
placed 'on bureau heads and line officials of the Department. In other words, a
large organization and methods staff would not be built up at the departmental
level and vested with this responsibility. Bureau heads were, however, encour-
‘aged to employ organization and methods specialists to advise and assist them in
carrying out-their management improvement responsibility.

Although the decision was made to place responsibility for management im-
provement in the operating bureaus, it was recognized that central direction and a
system of inspection by the Secretary and his staff assistants would be essential to -
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the success of an all-out improvement effort. The Secretary, therefore, assumed
an active role in the management of operations.

The Under Secretary and Assistant Secretaries have had an active part in the
management improvement program. Each was given his own area of operation
and adequate authority to carry out his assigned responsibilities.

The second fundamental decision made by the Secretary at this time was that
primary emphasis in the management improvement effort should be placed on
maximum employee participation, since it was believed that therein lay one of the
major keys to the success of the 1mprovement program. This led to the adop-
tion of the “Work Simplification” and “Cash Awards for Suggestions” programs
which together are designed to enlist as many people as possible in the Depart-
ment’s management improvement endeavor.

WORK SIMPLIFICATION

Work simplification, which has been used with success in private mdustry and
in other parts of the Government, service, might be called the grassroots approach
to management improvement. It is de51gned to teach supervisors at all levels of
organization how to analyze and improve the operations of their own units. The
program was first installed on a pilot study basis in the;Bureau of Internal Revenue.
Following its acceptance and notable success there, it was adopted by all of the
other major bureaus. It has proved to he a hlghly effective means of utilizing
the talents and skills of the Treasury’s own employees in a concelted and con-
tinuing attack on management problems. .

CASH AWARDS FOR SUGGESTIONS

An important corollary of any improvement effort which depends in part on
employee participation for its success is a system for rewarding employees who
make suggestions which result in improvement. In August 1946, Congress passed
a law enabling Government agencies to pay cash awards for such suggestions. In
January 1947, the President issued Executive Order No. 9817 which implemented
the law passed by the Congress. By the end of June 1947, the Department had
prepared all of the necessary regulations and instructions ‘and adopted the em-
ployee suggestion program to further encourage employee participation in- the
over-all improvement efforts. The Secretary established a Treasury -awards
committee composed of bureau representatives and certain other key officials to
- administer the program; and the Administrative Assistant to the Secretary set
up facilities for the committee in his own office. )

MONTHLY REPORT OF ACTIVITIES -

In September 1946, the Secretary requested all bureau heads to submit a Tecur-
ring monthly report of the principal activities showing current as well as antici-
pated developments in their respective bureaus. The reports are sent to thé
Administrative Assistant Secretary where they are analyzed, digested, and com-
piled into a single document entitled ‘“Monthly Report for the Secretary on
Treasury Activities.” The reports serve the dual purpose of keeping the Secre-
tary and the top staff informed of bureau activities, and of stimulating bureau
heads to improve their reporting systems and to use the 1nformat10n gathered to
achieve better control over their operations.

SIf‘NIFICANT DEVELOPMENTS AND ACCOMPLISHMLNTS

The fiscal year 1947 brought 1ncreased collectlon of customs revenue, mdlcatmg
arrival of goods from foreign countries which had long been’ absent from our
markets because of war conditions. This year also saw the final steps taken to
return all Coast Guard functions to the Treasury -Department frem: the Navy
Department. The functions of the Office of Contract Settlement, the Appeals
Board, and the Contract Settlement Advisory Board were transferred to the
Treasury Department.

Some of the more significant accomplishments of the first year’s efforts toward
management improvement in the Treasury Department are listed below: °

Armed forces leave bonds were printed on -tabulating cards instead of in the
conventional manner with savings to the Bureau of the Public Debt of $171,000
in printing costs alone, plus potential savmgs in processmg opera’uons conserva~
tively estimated at $100 000 annually. ) .
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Machine equipment used in savings bonds sales and redemptions processing -

operations in Federal Reserve Banks were consolidated in main offices to provide
fuller utilization of equipment and personnel, with estimated annual savings of
approximately $1 million. These changes were effected in the latter part of
fiscal 1947 and early fiscal 1948. At about this same time a system of manage-
ment reports was installed which included information on the utilization of rented
equipment in the Federal Reserve Banks used in connection with public debt
transactions. During the first 3 months of stressing maximum utilization of
%quipment, 233 pieces were taken off rental at an annual saving of approximately
128,000. -

A report section in the Bureau of the Public Debt was abolished and the redis-
tribution of essential work was made to other sections with annual savings of
approximately $80,000. The Chicago office of the Bureau microfilmed registra-
tion stubs thereby releasing 20,471 square feet of space and eliminating the need
for purchasing 2,980 file cabinets which. would have cost $300,000. The bond
stubs were sold as scrap paper for $34,000.

The simplification of the bookkeeping methods for outstanding liabilities and
streamlining of accounting procedures through reorganizing and redistributing
work resulted in an annual savings of approximately $135,000 in the Division of
Disbursement. Production standards were established in the Division’s field
offices which resulted in a reduction of 266 employees.

Progress continued on the Space Control Program during the year. Rental
savings of about $625,000 annually were made through moving Treasury activities
from commercial to Government-owned space. Of this figure, about $500,000
represented direct savings to Treasury appropriations while $125,000 represented
space released in the District of Columbia and was reflected in the funds of the
Public Buildings Administration.

The Bureau of Internal Revenue established a Special Committee on Adminis-
tration to consider and recommend definite management improvement actions.
The recommendations of this committee were submitted in August 1947; how-
ever, most of the spade work and findings are attributable to fiscal year 1947.
Over 100 suggestions made by this committee were later approved and put into
effect. Some of the measures under way during the year in the Bureau of Internal
Revenue designed to promote efficiency included the microfilming of records,
revision of internal forms, experimentation with new sorting and filing methods,
reduction of interest payments through improved procedures in scheduling refunds,
and the use of preassembled forms. A long-range study looking to the eventual
reorganization of the Bureau of Internal Revenue was begun during fiscal 1947.

Thé Department also initiated a long-range program to recruit outstanding
young college graduates, particularly in the fields of law, business, public adminis-~
tration, and accounting. :

The . Treasury was represented in the Civil Service Administrative Intern
Program during the year when its nominee qualified for the training. - This pro-
gram, conducted on an interdepartmental basis, is designed to provide & continuing
source of potential administrators and key personnel for Government agencies.

FiscaL YEAR 1948

BACEKGROUND

Work simplification, initiated in the Bureau of Internal Revenue in 1947,
was expanded during fiscal 1948 to the Fiscal Service (consisting of the Bureau of
Accounts, the Bureau of the Public Debt, and the Office of the Treasurer of the
United States), the Bureau of Federal Supply, the United States Secret Service,
and the Office of Administrative Services. This year brought the first results of
the cash awards for suggestions program which had been inaugurated during the
last month of fiscal 1947. It also brought the creation of another device to foster
management improvement—the use of management committees. In this year,
alsio, the Department profited from the studies of outside management con-
sultants. ’

USE OF MANAGEMENT CONSULTING FIRMS

Although officials of the Department believed that within the Treasury lay a

vast storehouse of fruitful ideas for improvement which should be tapped and -

explored, they did not want to overlook the benefits which can be realized from
an outside approach to organizational problems. It was believed that private
management consulting firms, with their extensive knowledge of modern business
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methods and practices, could be extremely helpful in assisting in the Depart-
ment’s improvement programs,

For these reasons, management consulting firms which had been authorized
by the Congress were employed in fiscal 1948 to make comprehensive surveys of
the Bureau of Customs and the United States Coast Guard. This marked the
first time the Department had made use of outside firms to study and improve
its organization and procedure. Both of these studies were implemented through
steering committees which were made up of officials from the interested bureaus
and from the Office of the Secretary.

MANAGEMENT COMMITTEES

In fiscal 1948 the Administrative Assistant to the Secretary proposed to the
Secretary the establishment of a Treasury Department Management Committee
to coordinate and stimulate efforts to imprové management, to serve as a forum
for the exchange of management information, and to consider certain over-all
problems of management in the Department. The Secretary subsequently
appointed a committee with a membership chosen from among the key officials
in the various Treasury bureaus and designated the Administrative Assistant to
the Secretary as chairman. It has proved invaluable, particularly when an
emergency arises, to have such a group which can be called together quickly to
decide collective action.

Just before the end of the fiscal year the Secretary established a committee to
direct management studies of the Bureau of Internal Revenue. The steering
committees which had been established to study the recommendations made by
the private management consultants proved so effective that several bureaus
have since established similar groups to act in an advisory capacity to top manage-
ment.

DEVELOPMENTS AND ACHIEVEMENTS

In fiscal 1948 an ambitious program to mechanize large portions of the opera-
tions of the collectors’ offices in the Bureau of Internal Revenue was initiated.
An experiment in Cleveland with tabulating machines used in connection with
handling income tax returns showed much promise and plans were made for the
extension of machine usage to other large collectors’ offices.

Early in the fiscal year 1948, a congressional committee, the Joint Committee
on Internal Revenue Taxatlon, made a study of the enforcement of the internal
revenue laws to ascertain the number of deputy collectors, revenue agents, and
other personnel that should be employed by the Bureau of Internal Revenue in
order to insure maximum net returns from taxes imposed by such laws. The
Appropriations Committee of the House of Representatives also made a complete
investigation into the affairs of the Bureau in the early part of the year. The
investigators, in reports to the respective committees, set forth their findings and
made recommendations covering many phases of the Bureau’s operations, includ-
ing suggestions for strengthening the central administrative organization and for
increasing the over-all enforcement activities. The reports were considered in
connection with the appropriation of funds for 1949 and, on the basis of the
mvestlgators findings, the Bureau’s appropriation was mcreased by over $534
million for the purpose of strengthening enforcement operations. The recom-
mendations were also considered in the long-range study to reorganize and modern-
ize the Bureau which had been started in fiscal 1947. -

A large-scale microfilming program.designed to reduce the space and to release
equipment required for storage, and to make records more accessible, was pursued
by the Bureau of Internal Revenue in fiscal 1948. Approximately 98 percent of
the storage space required for the records was saved and filing cabinets valued at
some four times the cost of the microfilming project were released for use else-
where. i

Following the discontinuance of the Canadian border patrol at the close of the
fiscal year 1947, considération was given to similar action along the Mexican
border. In cooperatlon with the Immigration Service, some rearrangement of
the duties of Customs and Immigration employees was effected on a pilot study
basis at a considerable saving for both agencies. This later resulted in an annual
savings of approximately $308,000 )

The method of port patrol in the Customs Bureau was changed by substituting
‘radio patrdl cars for the traditional foot patrol. Savings amounted to $472,500
in fiscal 1948, with recurring savings on an annual basis of approximately $530, 000.
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A comprehensive management survey of the Bureau of;Customs was] under-
taken by McKinsey and Company, a firm of management consultants. A large
majority of the recommendations have been approved.and put into effect. A
number of the other recommendations were included in the Customs Slmphﬁ-
cation Bill of 1950, which has not yet been enacted into law.

Revision of productlon methods in the Bureau of Engraving and Printing for
_processing cigarette stamps resulted in annual savings of approximately $84,000.
The method of printing fermented malt liquor stamps was changed from plate
grmtmg to the offset method, which reduced the annual cost by approximately

58,000

A comprehensive survey of the United States Coast Guard was undertaken by
Ebasco Services, Incorporated. The recommendations made by the company
have become an 1ntegral part of the broad and continuing management improve-

- ment program of the Coast Guard

An important study was undertaken jointly by the General Accounting Office,
the Treasury Department, and the Bureau of the Budget, to attack the problem
of improving the Government’s accounting system in the light of the responsi-
bilities and interest of the three agencies. The Accounting Systems Staff of the
Bureau of Accounts was assigned the responsibility for carrying out the Treasury
Department’s role in this major project. -

The microfilming of savings bonds was commenced in the Bureau of the Public
Debt, thus providing the Department with a permanent film record of redeemed
securities. At the close of the fiscal year some 52 million of the more than
237 million bonds received had been microfilmed.

Another major improvement in savings bonds redemption and reissue pro-
cedures, affecting Federal Reserve Banks and the Chicago office of the Bureau
of the Public Debt, was placed in effect during the year. This change permitted
Federal Reserve Banks to complete the redemption and reissue of certain savings
bonds without sending the bonds to the Public Debt oﬂice with the result that
savings of approximately $841,000 were realized.

EMPLOYEE SUGGESTION PROGRAM

The employee suggestion program got off to a good start in fiscal 1948. This
‘justified the Secretary’s belief that the individual on the job could make a worth-
while contribution to the management improvement effort if given the oppor-
tunity. During the year, 6,879 suggestions were submitted by employees. Of
this number 305 were adopted during the year. Savings resulting from adopting
the suggestions amounted to $221,357 and employees were paid a total of $7,660
for their ideas. TResponse to the suggestlon program was so enthusiastic that the
committee process which had been established for handling the suggestions could
not keep up with the volume. As a consequence, only 3,000 of the suggestions
submitted were processed and at the fiscal year-end almost 3,900 suggestions .were
still awaiting action by the local committees or the central commlttees in Wash-
ington.

Fiscan YEar 1949

BACKGROUND

The general admlmstratlon of the Treasury Department during fiscal 1949 was
marked by significant extensions of certain management techniques already in
" use in the Treasury. Employment of outside management consultants was
extended to the Bureau of Internal Revenue. Applications of the findings of
management studies of the Bureau of Customs and the United States Coast
Guard, conducted by McKinsey and Company and Ebasco Services, Incorporated,
respectlvely, were carried much further, although a final" evaluation of these
studies could not be made at the close of the year because of the long-range charac-
ter of many of the proposals. Throughout the year, work simplification con-
tinued to be emphasized in the principal operating bureaus of the Department.

All of these programs have been in line with a general management program to
simplify organization and streamline operations.

There were also certain steps taken to improve budgeting in the Office of the
Secretary. One of the more important budget improvements. was the assimila-
tion of the budget of the Division of Personnel into the budget of the Office of
-the Secretary. This step brought the Office of Personnel into the group desig-
nated as the Office of the Secretary. The responsibilities of the Director of
Personnel were not changed inasmuch as he continued to advise the Office of the
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Secretary on personnel policy and to supervise the Department’s decentraliza-
tion of personnel operations which has been under way for some time.

The Treasury’s program to release commercial space and make use of federally
owned or controlled space moved forward steadily during the year and resulted in
estlmated savings of some $561,000. .

DEVELOPMENTS AND ACHIEVEMENTS

Continuing emphasis was given to public education aids by the Bureau of
Customs. An illustrated folder, Customs Hints, which was written in simple, -
nontechnical language, was issued to assist travelers and others having contacts
‘with the Bureau of Customs. .

During 1949, the Customs Bureau eliminated the southwest border patrol with
savings of apprommately $439,000 on an annual basis.

A systematic review of all the accounting and auditing procedures in the Umted
States Coast Guard was -instituted, with a view toward streamlining operations
:and providing for the elimination of overlapping and duplication. Improvements
under way during this fiscal year included: (a) decentralization of detailed account-
ing to districts; (b) centralized consolidation of reports and analyses for manage-
ment purposes; (¢) use of site audits and reduction of departmental post-audits
to the maximum permissible extent; and (d) establishment of an adequate system
of cost accounting. A pilot study in the Fifth Coast Guard District was planned
for the fiscal year 1950 with extension to the other districts as rapidly as-possible.

A study of existing supply procedures in the Coast Guard initiated in February
of this year was directed toward: (a) more efficient methods of procurement; (b)

- better inventory control with reduced cost; (¢) faster filling of supply orders; and
(d) improved distribution of stocks.

On February 27, 1949, an aerial ice patrol operating from Newfoundland was
introduced. It continued until June 15. Ice patrol by vessel was neither re-
quired nor established during the 1949 season.:

During fiscal 1949, the Coast Guard continued to study the management report
submitted by the Ebasco management consultants, and action on 119 of the 193

. recommendations was completed. A central management group was established
to deal with the general improvement guidelines to be established in accordance
with the recommendations of the consulting firm.

A special board of officers convened early in 1949 to mvestlgate the necessity
for operating each Coast Guard lifeboat station, light station, and lightship.
This board, as part of its study, held public hearings in the locahtles concerned to
determine whether the facility need be continued.

The preparation of tax refund checks by what is known as the “transfer posting
method” proved satisfactory in the 1948 experiment and was extended in fiscal
1949 by the Division of Disbursement. This method not only facilitates the
preparation of the check but also reduces the cost of typing and the possibilities
of errors in transcription. Effective January 1, 1949, the making of check pay-
ments in the name of the Chief Disbursing Officer was discontinued in all regional
offices except Washington, D. C., and assistant disbursing officers commenced
making disbursements and rendermg accounts in their own nares. The change
was made in order to facilitate the audit and settlement of disbursing officers’
accounts.

The Bureau of Engraving and Printing pursued its equipment modernization
program during fiscal 1949 with the purchase of 20 new flat-bed printing presses
‘equipped with automatic polishers and semiautomatic feedboards and with the
awards of contracts for the manufacture of automatic polishers and semiautomatic
feedboards to equip 150 of the old presses. It is calculated that these modernized
presses will make it possible to increase currency production by approximately
30 percent and will save something over $1 million each year. The installation
of a new method of pressing currency by hydraulic press résulted in annual savings
of approximately $63,000. Reduction in the size of paper for printing revenue
stamps and standardization of the size of other paper used in printing saved
almost $50,000.

The Bureau of Internal Revenue continued its program of simplifying the filing
of the tax returns for the millions of people who had begun to pay taxes for the
first time during the war. The Bureau also continued its program for developing
a mechanized system to handle the mass operations which had developed. The
Bureau completely rewrote the booklet, Your Federal Income Tax, in order to pre-
sent in nontechnical language a well-rounded statement of the 1nd1v1dual mcome
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tax laws and regulations. About 265,000 copies of the revised booklet were sold
in 1949, and it received very favorable comment by the public and the press. -

The new combined quarterly return form for withholding tax and employment .
tax, tested in the Maryland office of the Bureau of Internal Revenue, was found
successful and was placed in effect in other offices as of January 1, 1950. This
form not only simplifies the work of the taxpayer, but also makes p0551ble savings
to the Bureau which are estimated conservatively at more than a quarter of a
million dollars annually.

The Bureau of Internal Revenue employed Cresap, McCormick, and Paget, a
firm of management consultants, to make a study of collectors’ oﬁ‘ices and a sur-
vey of the Bureau’s entire departmental and field organization, looking towards
substantial structural and procedural changes in the organization. This was a
continuation of the long-range study initiated in fiscal 1947.

Responsibility for all surveying and classifying of individual income tax returns -
for audit purposes was decentralized to field offices of the Bureau of Internal
Revenue. An audit control program of sample selection of individual income tax
returns for field investigations aimed at better voluntary compliance by taxpayers
and more effective dlrectlon of investigative effort was also mltlated by the Bureau
during fiscal 1949.

New procedures were estabhshed for retalnmg all individual income tax returns
and more than 95 percent of all excise tax returns in collectors’ offices of the Bu-
reau, thus eliminating their shipment to and filing in the Washington office.

Addltlonal decentralization of administrative services in the Bureau of Internal
Revenue was achieved during fiscal 1949 by transferring certain péersonnel records
to field offices and by greatly enlarging the authority of the field offices to approve
personnel action. Important progress was made in the mechanizing of operations
in collectors’ offices, particularly in the rapid acceleration of microfilming pro-
grams and the installation of punch card tabulating equipment and procedures in
seven additional collection districts.

A revision of the procedures in'the Chicago office of the Bureau of the Public
Debt for establishing and maintaining Series F and G savings bonds accounts
resulted in annual savings of $168,000.

The Bureau of the Mint developed a new water-cooled mold for casting silver
ingots mechanically instead of by hand thereby reducing the aceident hazard for
workers who previously had to handle hot molds and ingots. The Mint Bureau
also developed a universal silver ingot to be used for all silver coins, thus eliminat-
ing the need for casting separate ingots for ten-, twenty-five-, and fifty-cent pieces.

INCENTIVE AWARDS PROGRAM

During the fiscal year 1949, the number of suggestions received from employees
continued at the very high level of 5,155 suggestions. The rate of examination of
suggestions improved considerably, 5,414 suggestions were examined by suggestion
committees. Of the number of suggestlons reviewed, 828 were adopted for which
awards totaling $17,595 were authorized. Savings ‘attributable to the adopted
suggestions amounted to over $288,000 during the year. The quality of sug-
gestions received-improved noticea.bly, resulting in a 15 percent adoption rate in
1049, indicating that the employees were giving considerable thought to the
development of their suggestions. The increased attention to the processing of
suggestlons by the many local committees and a departmental committee resulted
in a reduction in the backlog of pending suggestions from over 3,800 in 1948 to
3,595 at the close of the fiscal year 1949. The Department granbed 16 salary
increases for superior accomplishment which amounted to step increases totaling
$2,700. In addition, five exceptional civilian service honors a.nd two meritorious
clvﬂla,n service honors were granted.

Fiscan Year 1950
BACKGROUND

The 1mportance of improving the administration of the Government was
reaffirmed on July 29, 1949, when the President issued an Executive order calling
for aggressive, systematlc appralsal and improvement of operations, and creating
the President’s Advisory Commlttee on Management Improvement. This action
gave great stimulus to the program particularly because of a requirement that the
Bureau of the Budget review the results and full advantage was taken of this
opportunity to reemphasize the Management Improvement Program in the Treas-
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ury Department. On August 9, the Secretary of the Treasury assigned to the
Treasury Department Management Committee responsibility for advising and
assisting him in carrying out the directives of the Executive order and in accelerat-
ing the Department’s management program which had been established in 1946.

This same year saw the passage of the Classification Act of 1949. Title X of
that act supported the Executive order in requiring that the departments make
systematic reviews of their operations and added the requirement that one purpose °
of such reviews shall be the identification of individuals and groups who are
rendering outstanding service and their reward in either cash or salary increases.
In other words, this new legislation made it possible for the first time to give cash
awards for efficiency. : .
. During this year the Bureau of Federal Supply was transferred from the Depart-
ment to the General Services Administration by an act of Congress. At the time
of the transfer, the Bureau of Federal Supply was concerned chiefly with determi-.
nation of policies and methods of procurement, warehousing and distribution of
supplies, and acquisition of services required by executive agencies. It also was
responsible for standardizing forms and for disposal of surplus personal property.
In addition, the Bureau performed certain functions for Treasury bureaus in
connection with the acquisition of forms and other printed matter which were
retained in the Department by order of the Director, Bureau of the Budget and
assigned by TD Order No. 117 to the Office of Administrative Services. Some
of these functions were subsequently decentralized to the several bureaus.

DEVELOPMENTS AND ACHIEVEMENTS

The joint accounting project which was announced in January 1949 by the
Comptroller General of the United States, the Secretary of the Treasury, and the
Director of the Bureau of the Budget, continued during the year. he new
Budget and Accounting Procedures Act of 1950 which was to become law in fiscal
1951 gave official recognition to the joint accounting program by establishing it as
a permanent function. . .

Performance budgeting was introduced in the Federal Government during the
fiscal year 1950. This new type of budgeting placed emphasis on analyzing the
cost of services by functions or activities. When this new system was introduced,
a booklet entitled Performance Reporting was prepared in-the Treasury Depart-
ment. The purpose of this booklet was to explain to the various bureaus and
offices of the Department the benefits which would be realized in budgeting and
general management by changing the accounting and reporting systems to an
activity basis. Since its publication, hundreds of copies of the booklet have been
sent on request to other Government agencies, research groups, universities, and

-even to some foreign governments.

Scientific control weighing and testing procedures, which were adopted by the
Bureau of Customs in 1949 for sugar, wool, and tobacco, were extended to other
products in 1950, The Bureau also conducted a scientific analysis to determine
the quantity of wool which would have to be sampled in order to gauge accurately
the clean content; results of the study led to a reduction in the number of bales
required.

The Bureau of Customs completed a pamphlet entitled Customs Information
for Exporters to the United States during 1950; and its injtial distribution received
widespread approval. As in the case of Customs Hints, every effort was made to
widen the distribution of this pamphlet and it was translated into five foreign
languages. :

On an international basis, technical discussions were held on customs procedure
and laws affecting trade among eleven countries. A meeéting of customs and
foreign trade experts of Britain, Canada, and the United States was held from
October 31 to November 8, 1949. Subsequently, similar discussions were held
with representatives of eight additional countries. Information was exchanged
on customs practices, and techniques were explored for classification and valua-
tion of merchandise, assessment of penalties, marking requirements, accounting
and auditing, sample-weight and testing, and treatment of currency exchange
practice. The elimination of certified consular invoices for a substantial portion
of imports was announced by the Commissioner of Customs in March of 1950,
and a new customs duty bond to expedite clearance of mérchandise was provided,
to go into effect July 19, 1950. - : T ‘

. During the year also, legislation was draftéd and introduced in Congress to
modernize and simplify United States customs requirements beyond the present
limits of administrative.action. : R
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The Bureau of Engraving and Printing continued the comprehensive modern-
ization program commenced in the preceding fiscal year, The installation of
auxiliary polishers and semiautomatic feedboards on 251 of the old style intaglio
plate printing presses, used for the printing of currency and other engraved work,
was ‘completed during the year. As a result of this conversion, the output of
these presses ultimately will be increased about 30 percent, thereby effecting
estimated annual savings of over $1 million,

The five modern offset presses installed by the Bureau of Engraving and
Printing during the year print revenue stamps in 800-subject sheets, thereby
doubling the output of the old type press; and the three new typographic presses
for over-printing revenue stamps and checks have a productive capacity about
25 percent greater than the obsolete presses which they replaced. An improved
method of packing sheets of postage stamps for delivery was adopted. The new
method facilitated the packing operation and afforded greater protection to the
stamps while in transit.

Officials of the Bureau of Engraving and Printing worked closely Wlth members
of the Bureau of Accounts in conducting a survey of the fiscal activities in the
Bureau of Engraving and Printing. Following the survey, preparatory work
was begun on the installation of a business-type budget and accounting system
in the Bureau. An illustrative budget was prepared on this basis and submitted
to the Congress together with a request for legislation authorizing the Bureau to
operate on an entirely reimbursable basis beginning with the fiscal year 1952.

A new form of Government check was designed by the Fiscal Service showing
the amount in one place on the check instead of two places. This change not
only facilitated payment of the checks but effected savings in the preparation of
addressograph plates and in modifications of these plates.. Payments in certain
foreign countries were further facilitated by a new procedure effected May 1,
1950, which permitted the drawing of checks on the Treasurer of the United
States by the United States disbursing officers of the Department of State in
lieu of making drafts on the Secretary of State.

Improvements of Fiscal Service procedures in connection with withheld taxes
resulted in earlier use of tax money by the Government. This is computed to be
worth about $1,500,000 annually on the basis of the lowest rate of interest on
public debt obligations. An additional $1 million is being saved on an annual
basis which represents one-half the interest on depositary bonds formerly allotted
to commercial banks to compensate them for expenses for handling withheld taxes.

Extension by the Division of Disbursement of.the use of transfer posting
equipment to Atlanta, St. Louis, Boston, and Dallas during the fiscal year 1950
 -resulted in an estimated additional saving of $25,000.

The Bureau of the Public Debt, through improved procedures for processing
paid interest coupons, effected savings of $50,000 a year on an annual basis.
The discontinuance of their St. Louis Regional Office and transfer of its functions
to the regional offices at Chicago and Cincinnati resulted in $100,000 of annual
savings while the discontinuance of the Los Angeles Regional Office and transfer
of its functions to the regional offices at Chicago and Cincinnati resulted in a
saving of $150,000 a year. The abolishment of the activity concerned with
payroll savings in the ‘Reports Unit of the Division of Loans and Currency will
save $50,000 a year. In all, the Bureau can point to many improvements which
cumulate something in excess of $500,000 on an annual basis.

Certain functions which had been pelforrned by the Bureau of Federal Supply -
were transferred to the Office of the Treasurer of the United States on July 1,
1949, when the Bureau of Federal Supply was transferred from the Treasury
to the General Services. Administration. Subsequently, the Treasurer’s Office
made arrangements with each of the various Federal Reserve Banks which
enabled them to obtain shipments of material and forms for use in Treasury
business directly from the contractor. This not only relieved the Treasurer’s
Office of maintaining immense stocks at headquarters but in many instances.
actually reduced budgetary requirements for transportation purposes.

The Treasurer’s Office also discontinued the administrative audit on paid
interest coupons and in this manner effected recurring savings on an annual
basis of $80,000.

The Bureau of Internal Revenue contmued its program of mlcroﬁlmmg docu-
ments during fiscal 1950. Approximately 167 million index cards and forms
were microfilmed. Filing cabinets at an estimated value of $335,000 and floor
space worth an annual rental value in excess of $67,000 were released as a conse-
‘quence.
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During the year, an additional punch card and tabulating installation was
made in the Collector’s Office of the Bureau of Internal Revenue at Philadelphia.
Exploratory work was done on extension of tabulating procedures in accounting
and record-keeping operations. Electronic computers (amazing machines capable
of computing the -tax liability on a return in 1/70 of a second) were installed in
several collectors’ offices for use in computation and verification.

_The Bureau of Internal Revenue completed field work on the audit control
program for 1948 tax returns. The information obtained was summarized and
analyzed in a series of reports distributed to field officers to assist them in the
selection of returns for investigation and audit. Field work on the 1949 tax
‘vear audit control program was initiated. This program involved fewer returns
but was expanded to include corporation income tax and certain excise taxes as
‘well.

In order to explore the possibilities of cooperative Federal-State audits, arrange-
ments were made for cooperation in the investigation of income tax returns
with two States—Wisconsin and North Carolina. Similar arrangements were
later made with three additional States. It is hoped that these experiments will
lead to improvements in the pattern and method of Bureau-State cooperative
%nforcement and to the further extension of these cooperative efforts to ‘other

tates. o

In line with the expanded scope of the work in the Bureau of Internal Revenue,
and in accordance with the Bureau’s long-range study to modernize its organ-
ization structure and operating methods, a comprehensive survey was made of
the Bureau’s budgetary and accounting processes by representatives of the
Treasury Department’s Budget Office and the Bureau of Accounts. Their
reports and recommendations were submitted on January 25, 1950, and a number
of their suggestions were placed in effect.

As a pilot operation, an office was set up in Boston to handle disbursement
accounting functions on a centralized basis for all local Internal Revenue offices
in that city. o . :

The Bureau of the Mint conducted a survey of accounting practices in the
mint field offices. A number of improvements and revisions were made in the
accounting procedures which would provide additional information and data for
management purposes and also for budget presentation. In connection with
this survey, a new accounting manual was drafted.

The massive melting and rolling equipment in the Denver Mint, which a
year previous was in the experimental stage of operation, was brought to a high
state of efficiency. This equipment processes a 400-pound bronze ingot in
place of the 6-pound ingot formerly processed in small rolling mills. It also
eliminated the hand-pouring method previously used.

A new type of water-cooled mold, invented by mint technicians at the Phila-
delphia Mint, resulted in a 23 percent reduction in silver ingot melting cost during
the year. Experiments were conducted to utilize this equipment for production
of nickel and bronze ingots. :

With the installation of more powerful motors on the rolling mills at the San
Francisco Mint, provision was made for the processing of longer and wider ingots
-and a)il increase in coin production ranging from 100 percent to 300 percent
resulted. - ) '

During fiscal 1950, the United States Coast Guard was allotted money from the
“Fund for Management Improvement, Executive Office of the President,”
for the purpose of contracting with outside management consultants to conduct
studies of the requirements for refining the allocation of available personnel
by proper grades and ratings among the several operational functions and the
many and diverse facilities of the Coast Guard Service, and to study the require-
ment for furthering efficiency and economy in the operation of the Coast Guard
Yard at Curtis Bay, Md., All preliminary arrangements for the two studies were
made in fiscal 1950; the actual studies, however, did not begin until fiscal 1951,

Procedures for a new accounting system were completed by the Coast Guard
and representatives of the Fiscal Service during the year and installation of the
system was made in headquarters in October 1949. A pilot installation was also
made in the Fifth District at Norfolk, Va., in March 1950 and as a result of
experience gained in this installation, revisions of accounting procedures were
. -made preparatory to extending the system to other district offices.

During this year, the supply program of the Coast Guard was further developed.

With counterfeiting more prevalent than at any time since 1935, the Secret
Service took a number of steps toward more effective suppression. Extensive
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centralized files on all counterfeiting offenders and suspects were established in
order to coordinate the investigations by field offices. The Service acted to expand
its public information program by participating in “Counterfeit Clinics’’ sponsored
by several Federal Reserve Banks; distributing several thousand postcard-sized
warnings of counterfeiting notes in circulation and new framed exhibits of genuine
and counterfeit bills for the information of banks, merchants, civic organizations,
business groups, and others; and distributing the pamphlet Know Your Money
to cashiers, merchants, and the general public. o
The Secret Service completed plans during fiscal 1950 for reorganizing its
field force effective July 1, 1950. The 56 field offices, instead of being undef
the control of 14 supervising agents, are independent units, each under a special
agent-in-charge who reports directly to the Chief of the United States Secret
Service. Four regional inspectors, with headquarters in the Chief’s Office, make
regular systematic inspections of field offices in their respective regions so that
.there is direct and continuing liaison between the Chief and the Special Agent-
in-Charge of each field office. Other management improvements during the
year included the installation of a standardized filing system in all Secret Service
-offices, and the preparation of a new manual prescribing procedures for all Secret
Service personnel. . .

INCENTIVE AWARDS PROGRAM

The employee suggestion program tapered off during 1950 as could reasonably
be expected; however, 2,939 suggestions were submitted by Treasury employees.
The awards committee processed 3,861 suggestions. Of this number 915 were
adopted and cash awards totaling $16,355 were authorized for savings amounting
to $252,726. The percent of adoption climbed to 23.6 percent in 1950 as compared
with 15.2 percent in 1949 and considerably less in 1948.

Title X of Public Law 429 of the 81st Congress (the Classification Act of 1949),
provides for payment of cash awards to employees who contribute to the efficiency
of operations. During 1950 the Treasury Department granted one award under
Title X, which incidentally was the first efficiency award granted by any Govern=-
ment agency. This award was granted to 54 employees in the Division of Dis-
bursement of the Bureau of Accounts for efficiency in the tremendous job of
issuing checks under the National Service Life Insurance Dividend Program.
The total award amounted to $1,500 and was granted to the employees for saving
$158,000.in the conduct of the program.

In addition to the awards mentioned above, 20 Superior Accomplishment
Awards were issued to employees during the year under Title VII of the Classifica-
tion Act of 1949. The total salary increases amounted to $2,279. The Depart-
ment also granted six exceptional civilian service honors and two meritorious
civilian service honors to Treasury employees.

Fiscat YEAR 1951

BACKGROUND

The Treasury Department program for improvement of management was
intensified during the fiscal year 1951, and was given substantial impetus through
adoption, on July 31, 1950, of Reorganization Plan No. 26 of 1950. The plan
transferred to the Secretary of the Treasury all functions of the Department
with minor exceptions. It also created the position of Administrative Assistant
Secretary to strengthen the over-all management of the Department. Under
these provisions, in the course of the year, the Secretary issued 16 delegations of
f,utliority to bureau heads with permission for redelegation to lower organization
evels, ,

Through this clarification and transfer of powers, the reorganization plan pro-
vided areas for management improvement which hitherto had not been available.

During 1951, staff members of the Office of the Administrative Assistant
Secretary conducted .comprehensive surveys of organizations and operations in
three major bureaus or services while limited review was started in two others.
Members of the staff of the Fiscal Assistant Secretary participated with bureau
personnel and representatives of several Federal Reserve Banks on six major .
. procedural and management improvement projects during the fiscal year.
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DEVELOPMENTB AND ACHIEVEMENTS

: The Bureau of Accounts effected management savings totaling over $500 000
on an annual recurring basis. Revision of withholding tax procedure accounted
for a saving of $63,000. Further utilization of the transfer posting method of
preparing checks added $128,000 of savings to those previously realized by the
use of this system, while further application of automatic punching on address-
ograph equipment and other addressing machine improvements amounted to
$116,000 annually. Microfilming checks, ribbon re-inking devices, dual purpose
check-signing machines, work simplification suggestions, and other miscellaneous
management improvement projects accounted for the remainder. of the savings.

In the Bureau of Customs, the abolition of inspector positions involved in dual
screening on the Cana.dla.n and Mexican borders resulted in approximately
$100,000 annual savings. An improved method of testing wool samples with a
small-sized tool resulted in a production increase and in an annual saving of
$15,000. The installation of IBM equipment.in the New York Accounts Division
of the Bureau of Customs resulted in bringing the billing and payment of reim-
bursable overtime compensation to a current status and, in addition, released four
inspectors for regular inspection duty with estimated savings of some $17,000
a year. Employee suggestions, work simplification improvements, and other
miscellaneous projects amounted to $70,000, bringing tctal savings to more
than $200,000 on an annual recurring basis.

The installation of automatic polishers and semiautomatic feedboards on flat-
bed presses, started during the 1950 fiscal year by the Bureau of Engraving and
Printing, was just about completed in the fiscal year 1951, with resulting savings
estimated at about $1,600,000 a year. The development and use of non-offset
green ink for printing currency enabled the Buseau to eliminate certain manual
operations which would save an estimated $963,000 on an annual basis. The
installation of automatic take-off devices on printing presses permitted the
elimination of one printer’s assistant from each press and savings of almost
$700,000 a year. These and other major improvements effected during the year
made it possible for the Bureau to save, on an annual basis, a total amount of
$4,695,000.

The Bureau of the Mint continued its improvement program and as a result
could point to over $700,000 in savings attributable to improvements installed
during the year. The installation of magnetic strip gauges on rolling mills in the
Philadelphia Mint accounted for some $75,000 a year, while the adoption of a
wider bronze ingot in that Mint permicted the saving of $135,000 annually. In
all, the Philadelphia Mint is credited with some $276,000 of annual recurring
savings. The Denver Mint effected a saving of over $39,000 through increased
efficiency in the handling of large bronze ingots; $100,000 through the adaptation
of new equipment to silver and nickel ingots; and an additional $121,000 of
annual savings through other management improvement projects. The San
Francisco Mint reduced its annual expenses by more than $184,000. Of this
amount, $70,000 was saved through the adoption of a wider ingot for all alloys;
$60,000 by the construction of a universal water-cooled mold; and $54,000 through
improved material handling, more efficient processing of minor metals and ingots,
and improved methods of feeding blanks into annealing furnaces.

In the Office of the Treasurer of the United States, the reorganization of the
Claims Section of the Division of Securities, the further use of punch card checks,
and conversion from manual to mechanical count of whole currency permltted
the saving of $94,000 on an annual basis.

The Bureau of the Public Debt continued its management improvement
program during fiscal 1951, with a total annual saving of $682,000. Of this
total, $146,000 resulted from further installation of electronic machines for
counting unfit currency retired from circulation. These electronic counters,
through a system of fanning the currency across a.beam of light faster than the
eye can perceive, count the number of bills in each package. An annual saving
of $72,000 was realized through the transfer of distinctive paper custody functions
from the Bureau of the Public Debt to the Bureau of Engraving and Printing.

The long-range study to reorganize and streamline the Bureau of Internal
Revenue continued to receive attention. Certain basic concepts had developed
and a general plan of organization began to take shape. The policy of compulsory
examination of the taxpayers’ books and records in all claims cases of over $1,000
was revised to_ allow claims up to $3,000 without such field examination if they
were found to be valid prima facie. This resulted in annual savings of $430,000,
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which financed additional audit and investigative work on more productive cases.
The installation of bulk gauging tanks in 57 internal revenue bonded warehouses
provided savings of over $200,000 on an annual basis. A procedure was instituted -
for centralized stuffing and mailing of forms and instructions which saved the
Bureau $140,000. In all, through these and other improvements, the Bureau
effected savings during 1951 of $1,356,000.

During the latter part of the fiscal year, the Coast Guard received two reports
‘covering surveys by outside management consulting firms. The firm of Booz,
Allen, and Hamilton made a detailed classification survey of the military and
civilian positions at fourteen selected ‘“type’’ stations to determine the extent to
which job classification is applicable to the Service and to develop methods and
procedures for continuing the process to cover all jobs., The report has been
combined with the over-all management plan as a long-range program. The
firm of Cresap, McCormick, and Paget conducted a survey of the Coast Guard
Yard at Curtis Bay, Maryland, to further efficiency and economy of operation.

A major reorganization of Coast Guard headquarters was accomplished on
May 1, 1951, concluding a project which had been under active consideration
since 1948. Major aspects of the reorganization were: (1) The establishment
of positions of Chief of Staff and Deputy Chief of Staff with responsibility for
general administration, for the initiation, development, and review of basic
policies and programs, and for functioning as management advisers to the Com-
mandant; and (2) the establishment of a comptroller-type organization having
responsibility for supervision and coordination of the activities of accounting,
audit, budget, cost analysis, statistical services, and supply.

In the field of general management, an interesting and worth-while development
was the preparation of a booklet entitled Guide for Appraisal of Treasury Opera-
tions. This booklet was developed by a committee whose members were selected
from the Office of the Administrative Assistant Secretary and several of the larger
bureaus of the Department. The purpose of the booklet was to establish a uniform
system of appraisal of operations throughout the Department in such a manner
that all lévels of supervision -would be brought into the picture. The bocklet
established certain guide lines to be followed in conducting the type of systematic
appraisal contemplated by the President in his Executive Order No. 10072 and
by the Bureau of the Budget in its Budget Circular A-44. It was felt also that
the booklet could serve the additional purpose of introducing to unexperienced
or untrained supervisors some of the more important management aspects of
their jobs. Initial steps were taken by each bureau to carry out the program
zmci1 to institute follow-up measures to assure that penodlc appraisals would be
made.

The passage of the Budget and Accounting Procedures Act of 1950 provides
the basis for widespread improvement and modernization of budget, accounting,
and auditing procedures throughout the Government. Treasury Department
personnel assisted in the drafting of this law, cited by the President as the most
important piece of legislation in this field since the Budget and Accounting Act
of 1921. The Bureau of Accounts, following the enactment of the Budget and
Accounting Procedures Act of 1950, pursued a vigorous program in cooperation
with the General Accounting Office to amend and revise regulations governing
accounting and reporting in all Federal agencies.

INCENTIVE AWARDS PROGRAMS

Employees submitted 2,243 suggestions during the year and the Department
adopted 513 for which awards totaling $13,095 were paid. This fiscal year the
savings attributable to employees’ suggestions reached an all-time high when
some $341,500 of annual recurring savings resulted. During the year, local
suggestion committees acted upon more suggestions than were received, thereby
enabling the Department to close the fiscal year with a smaller backlog of sug-
gestions than at any other time in the history of the program. The rate of adoption
continued at a high level with a fraction over 20 percent of suggestions processed
being adopted.

There was one individual efficiency award granted during the year, which
amounted to $100, for the contribution of an idea which resulted in an annual
recurring savings of $970. There were also twelve salary increases granted for
superior accomplishments which totaled $1,305. Six exceptional civilian service
and six meritorious civilian service honors were granted Treasury employees
durmg fiscal 1951
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FiscAL YEAR 1952
BACKGROUND

The program for improvement of the organization, management, and operations
of the Treasury Department was continued - on a broad scale during the fiscal year
1952. Joint surveys of management facilities were made in four major bureaus
by departmental and bureau personnel. Work in connection with the joint
accounting program continued as did the long-range plan of developing completely
adequate and modern accounting systems in the several bureaus of the Depart-
ment. Fiscal 1952 saw the issuance of a revised and more comprehensive hand-
book for Treasury employees in which strong emphasis was placed.on employee
participation in the management improvement effort. A monthly newsletter
on management activities was introduced during the year designed for general
distribution and pointing out significant developments in the management. field
with high lights on major accomplishments as they occurred. The purpose of the
newsletter was to stimulate and maintain interest in the over-all management
improvement effort as well as to serve as 'a medium for intérchange of ideas.
During the year, the study of the ‘Bureau of Internal Revenue continued and
culminated in the approval of Reorganization Plan No. 1 of 1952.. Under this °
plan and Reorganization Plan No. 26 of 1950, the Secretary issued 20 directives
involving delegations of authority, transfer of functions, and reorganizations.

DEVELOPMENTS AND ACHIEVEMENTS

Of major importance during the year was the adoption of Reorganization Plan
No. 1 of 1952. This plan became effective March 15, 1952, with congressional
assent. The reorganization which resulted from almost six years of study and
planning, provided authority for sweeping changes in the organization structure,
operating methods, and internal controls of the Bureau of Internal Revenue. It
provided the basis for development of a strong, revitalized career staff throughout
the Bureau. (See pp. 157 to 160 of this report for further details of the reorganiza-
tion plan.) )

The initial phases of the reorganization were effected during the later part of
fiscal 1952, including the establishment of the Chicago and New  York City
districts. The remaining districts were established on or before December 1,
1952, the date set by congressional mandate for completion of the establishment
+ of such offices. ) ) .

As a result of studies of operations in the Bureau of Customs, a complete
reorganization plan was worked out. Many features of the plan required con-
gressional approval, and proposals authorizing extensive changes in the Customs

ervice were introduced in Congress. ‘- One proposal, the Customs Simplification
Bill, was passed by the House in 1951. Hearings were held by the Senate Finance
Committee in April 1952, but no final action had been taken, however, by the
time that Congress adjourned. Another proposal, Reorganization Plan No. 8 of
1952, placing collectors of customs under civil service, was sent to the Congress
by ghe President in April 1952. It was, however, rejected by the Senate in June
1952.

Improvements in service and savings in operating costs already initiated in the
Bureau of Customs as a result of the intensive studies of operations are sib-
stantial. Further substantial progress can be made if congressional approval is
given to the Customs Simplification Bill mentioned above.

Following a preliminary survey of the organizational structure, procedures, and
programs of the United States Savings Bonds Division by départmental staff,
a more intensive study was made by the consulting firm of McKinsey and Com-
pany. As a result of the two studies, important organizational changes were
made in the Division.

The most significant development in the fiscal management field was effected
on July 1, 1951, when a new procedure for collection of taxes under the Railroad
Retirement Tax Act was instituted. The new procedure provided for monthly,
instead of quarterly, collection of taxes and for appropriations based on the exact
amount of taxes collected rather than on estimated amounts of taxes to be collected.
The changes in procedure resulted in a reduction of approximately $5,000,000
annually in the amount of interest paid to the railroad retirement trust fund for
the use of invested monies. ) .

The management improvement efforts in the Bureau of Accounts are credited
with annual recurring savings amounting to almost $462,000. The extension of
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the transfer posting method of preparing checks saved almost $35,000 on an annual

 basis. Application of improved techniques in the National Service Life Insurance
Dividend Program amounted to $61,000. = Microfilming checks, instead of pre-
paring check copies, resulted in annual savings of almost $18,000. Extending the
use of voucher schedules accounted for savings on an annual basis of $66,000. The
improvement in the design of addressograph equipment will save almost $51,000
a year. :

yOn August 4, 1950, the 81st Congress passed Public Law 656 which provided
for a business-type working capital fund method of financing the activities of the
Bureau of Engraving and Printing, with further provision for the performance 6f
work on a reimbursable basis. The installation of required procedures was made
and, beginning the first day of this fiscal year, the Bureau began operating under
the new method of financing. : :
~ Many other significant management improvements were developed and in-
stalled by the Bureau of Engraving and Printing during the year, some of which
were initiated in the previous year. The elimination of certain operations
through the use of nonoffset green ink for printing currency backs effected savings
in fiscal 1952 of almost $381,000 over and.above those reported in fiscal 1951.
The elimination of one printer’s assistant from back presses due to the installation
of automatic take-off devices resulted in further savings of $61,000 this year.
These and other improvements enabled the Bureau to save in excess of $683,000
on an annual recurring basis. L ‘ )

Continued progress was made as a result of the management improvement
efforts in the Bureau of Internal Revenue. ' Projects installed during this fiscal
year are expected to produce savings of almost $1,300,000 on a recurring annual
basis. The main improvements include: The reorganization of the Income Tax -
Division to consolidate 13 branches into 5 branches, with a saving of $300,000 a
year; installation of bulk gauging tanks in 20 additional warehouses, with a
saving of approximately $50,000 a year; an improved method of mailing income -
tax forms, resulting in an estimated saving of $352,000; development of a stand-
ardized mail-room system resulting in annual savings of $500,000; and continua-
‘tion of the microfilming and records disposal program, with an additional saving
of $400,000 in 1952, : : .

The Bureau of the Mint directed its efforts primarily toward perfecting and
extending technical improvements which were installed in some of the mints last
year. “These efforts included the study and consideration of the problem involved
in g contemplated program for complete modernization of the Philadelphia Mint.
Substantial reductions in operating expenses are expected to result from these
long-range efforts, possibly in fiscal 1953 or 1954. During the year, numerous
experiments were made in heat-treating procedures which resulted in a con-
siderable .increase in the average coinage production from individual dies and
collars resulting. in monetary savings of $20,000 a year. A further increase in
the thickness of bronze ingots led to additional savings of $12,000. A program
was_adopted for training coinage press operators and die setters to do a more
efficient job in caring for the machines, thus preventing unnecessary lost time
from improper machine functioning or mechanical failures. These efforts, it is
estimated, will show annual savings of $14,000. Overhead conveyors were in-
stalled in the San Francisco Mint which permitted mechanical handling of coinage
- blanks in 10,000-ounce containers rather than the 800-ounce containers handled
manually. This will save about $11,000 annually. In all, the mint installed
devices and methods in the fiscal year 1952 which reflect savings of $82,000 on an
annual basis. Other significant management actions where savings are not
measurable weré: The conduct of a comprehensive safety program; improvements
in the accounting system; and the conduct of a training program through the use
of motion pictures of operating techniques. .
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The Bureau of the Public Debt continued its management program. A con-
veyor belt counting machine was devised which provides for counting and bagging
straps of currency. This machine will save the ‘Bureau $18,700 on an annual
basis. The elimination of a proceéssing unit and the combining of its functions
in the Division of Loans and Currency will result in annual recurring savings of
almost $17,000. The installation of a tabulating card system in the Office of the
Register of the Treasury to control shipments of securities resulted in savings of
$18,000. A reorganization of the Interest Coupon Audit Section will result in
annual savings of about $10,000. The Bureau’s management improvement efforts
- produced savings in 1952 which, when extended on an annual basis, amount to
almost $344,000. Of these savings, the suggestion program is credited with over
$25,000, while the work simplification program produced results which amounted
to over $35,000 of savings. . )

The management improvement efforts in the Office of the Treasurer of the
United States resulted in annual savings amounting to $205,000. The continuing
program to encourage agencies to convert from paper to card checks produced
additional annual savings of $46,500. A survey of transportation facilities and
costs for-shipping eard checks from the various Federal Reserve Banks to Wash-
ington was made, resulting in renegotiations of contracts with trucking and car-
loading concerns. This action will result in recurring savings of $50,000 a year.
-~ The establishment. of a production-line method in the 40-foot boat building
program enabled the United States Coast Guard Yard to realize.nonrecurring
savings of $797,000. The development of a new paint for painting the ‘bottoms
of wooden boats will save $75,000 a year. TFour years of tests resulted in a change-
over from annual painting of buoys to painting every two years. This action will
save about $150,000 annually. These and other improvement projects accounted
for recurring savings of $491,000. ) . o S

Management actions taken in areas where results are not identifiable in terms
of dollar savings include: Development and installation of a formalized internal
audit program to augment inspection activities and effect improvements in the
conduct of fiscal activities throughout the Coast Guard; revision and refinement
of systems for reporting work-load statistics for operations, .Merchant Marine
safety, supply depots and certain fiscal activities; establishment of inventory
control and reporting systems at 20 bases and depots; and consolidation of .
engineering and deck inspections of tank barges, seagoing barges and small craft
to provide more uniformity of inspections and better utilization of personnel,

A revised procedure for procuring and distributing promotional materials .
enabled the United States Savings Bonds Division to effect savings, which,
extended on an annual basis, will amount to $30,000 a year. During fiscal 1952
the Division also initiated studies in connection with mailing list procedures and
preliminary findings indicate that beginning in fiscal 1953, recurring annual
savings will amount to $10,000 a year. '

A request by the United States Secret Service for two-way radio communica-
tion in Detroit, Mich., was approved, the installation to begin as soon as possible.
Specifications and estimates were also obtained for possible installation of an
“electric eye” to protect certain buildings and grounds. Such equipment was
‘considered adequate security protection and would save manpower by eliminating
certain guard patrols. The Secret Service also drafted a plan providing for
systematic promotion of male clerks and members of the guard force to positions
as Secret Service Special Agents. This would not only provide for better utiliza-
tion-of personnel but would also open the way for clerical employees to advance
" through the organization as agexts.

The departmental records management efforts were stimulated during the
fiscal year 1952 through the initiation of a Joint Records Management Program
between the Treasury, National Archives, and General Services Administration
to increase the use of the storage facilities in Federal Records Centers throughout
the United States. An initial shipment of 696 four-drawer file cases of inactive
personnel records was shipped from Washington to the St. Louis Federal Records
Center. This program is established on a continuing basis and will result in the
transfer to the Federal Records Centers of, as yet, unestimated quantities of .
records from Treasury offices.
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_ INCENTIVE AWARDS

Through the efforts of the several bureaus to stimulate the employee suggestion
program, the number of suggestions received increased over the last fiscal year.
Employees submitted 2,862 suggestions and local suggestion committees proc-

.essed- 2,695 suggestions. Of the number processed, 579 were adopted. . Savings
attributable to adopted suggestions amounted to almost $144,000 during the year
and cash awards totaling $12,915 were paid.

.The part the individual employee has played in the Department’s management
improvement efforts can be illustrated by a summary of what employee sugges-
tions have accomplished. During the five full years. of the suggestion program,
employees haveé submitted over 20,000 suggestions. Treasury committees have
acted upon 17,539 of the suggestions. Of this number 3,140 have been put into
effect. Savings of $1,247,362 have accrued to the Department through the
efforts of employees who have received awards totaling $67,620. In addition to
the monetary savings attributable to the suggestions, other benefits have acerued
which cannot be reduced to terms of dollars and cents. More efficient and
effective operations and better service to the general public and to other depart-
ments and agencies of the Government are attributable in no small measure to
employee suggestions.

The Department also granted 44 salary increases for superior accomplishments
during fiscal 1952 with. total awards amounting to $4,815. Two group awards
for efficiency were granted under Title X of the Classification Act of 1949 to 18
people who, through their coilective efforts, saved the Department $728,000.
Total cash awards of $5,300 were granted to these two groups. In addition,
there were five individual Title X awards granted during the year which amounted
to $1,175 in all for attainments which enabled the Department to save over
$52, 000 a year.

Four exceptional civilian service honors and two meritorious civilian service
honors were granted in the fiscal year 1952 to Treasury employees who performed
their assignments in such an exeriplary manner as to qualify for the Department’s
two highest honors.

A résumé of the several parts of the Incentive Awards Program is showu on
pa,ge 254, )



TABLE

1.—Treasury Depariment, summary of workload

Principal workload factors 1946 1947 1948 1949 1950 1951 1952

Tax returns filed. .. aiaiceae- 81, 447,923 91, 723, 748 93, 810, 164 92, 841, 730 89, 270, 216 82, 624, 960 89, 296, 758
Additional tax assessments resulting from enforcement activities.| $1, 280 218 000 | $1,928, 610,000 | $1, 897 015,000 | $1,891, 679,000 | $1,747, 592,000 | $1, 856 603 000 | 81, 840 162 000
Entries of merchandise into U, 8. A. examined 977, , 096, 042 1 50 292 1, 196, 888 , 269, 981 ,33 ,022 l 275,338
Persons entering U. 8. A, examined 72, 977 244 78,947, 553 81 917 393 83, 702, 906 86, 956, 174 92, 657, 923 105, 191, 103
Secret Service cases completed. .. - 3 44 , 202 | - 3 47,119 42, 504 52,079 42, 464
Violations of narcotic and marihu: - 2,9 3, 367 3,472 4, 980 6,1 - 5,305 4,281
Pieces of currency manufactured........-owenono.. .| 1,324,788, 000 1,353,060,000 | 1,493,028,000 | 1,682,640,000 | 1,643,724,000 | 2,189,124,000 | 2,356, 464, 566
Stamps manufactured. . _............__._...... .| 39,404, 471,795 | 40,026, 491, 235 | 42, 008, 258, 917 | 42, 363, 072, 652 | 42, 372, 420,336 | 44, 643,040, 821 | 45, 458, 225, 966
Sheets of all types of printing.. .o ccococooao oo - 684, 369, 362 559, 452, 273 574, 505, 065 746, 199, 561 29, 297, 59 803, 919, 798 4, 899,736

. 8. coins produced...... .| 1,658,127,100 | 2,016, 485, 295 802, 822, 066 911, 257, 226 497,271,759 | 1,157,820,778 1, 551, 096, 448
Checks issued - 134, 541, 597 160, 637, 19 162, 485, 273 175,735, 576 189, 736, 578 179, 872, 470 189, 543,370
Depositary receipts for withholding taxes functioned. - 3, 699 158 3, 887, 630 3, 989, 195 3,922, 399 4, 481, 451 4, 664, 374 4, 906, 586
Checks paid.. . . e - 348, 749, 450 260, 056, 000 236, 227,957 256, 400, 871 269 320 659 267 843 238 305, 326, 000
Pieces of U. 8. currency redeemed._...____.__ -} 1,486, 780 885 | 1,723,880,598 | 1,635,673, 115 1, 748, 990, 571 1 799 873 896 | 1, 696 213, 548 1, 778 671, 397
Savings bonds issued. ... ... ... - 150, 147, 006 72, 940, 930 , 039, 508 69 067, 148 67 891, 478 68 132 047 77, 052 521
Savings bonds retired.... . 196, 104, 000 128, 424, 231 97, 422, 512 85 804 807 84 952 771 90, 521, 679 82, 752, 857
Interest cheeks issued for Series G bonds.. - 7,112,908 7, 807, 308 8, 305, 660 8 583,153 8, 728, 509 8,712,497 8, 550, 528
Regular Treasury securities issued....___. . 3, 844, 0600 10 614 420 3, 364, 202 2, 069, 272 2, 079, 265 2,233, 714 2, 180, 200
Regular Treasury securities retired........_.__. 5, 887, 000 3 410, 059 10, 210, 863 3, 587,992 3, 114, 050 3,901, 595 2,933, 684
Interest checks issued for regular Treasury securities.... N 895, 104 , 600 795, 956 - 757,660 715,186 29, 093 659, 385
Pieces of outstandmg Public Debt securities requiring serv:cmg. 646, 692 593 600, 808, 010 559, 330, 713 541, 835, 614 526, 193, 866 503, 317 858 500, 025, 801
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TaBLE IL.—Incentive awards program, employee suggestions

. Nuinber Awards authorized A )

nnua!

Fiscal year i . savings

Submitted | Adopted | Rejected | Number | Amount

6,879 305 2,720 175 $7, 660 $221, 357

5,165 828 4, 586 .599 17, 595 , 0
2,939 915 2, 946 960 16, 355 252, 726
2,243 513 2,031 459 13,095 341, 501
2, 862 579 2,116 552 12,915 143, 706
20,078 3,140 14, 399 2,748 67,620 | 1,247,362

. TasrE II1.—Title X— Efficiency awards
. Group awards Individual awards
Fiscal year X ' ' .

' Ng:f;iﬂf‘ N%‘;t%el; of Ag:v?;}g;sof Savings Number Amount Savings
1050 . ieeeaas 1 54 $1, 500 $1568,000 |- oo oeo oo emimenacaefeeeaaae
1 100 970
j5 1,175 52,177
Total.-.... . 3 72 6, 800 886, 000 6 1,275 53,147

TaBLE IV.—Salary increases for superior accomplishment

Fiscal year Number Total increases
16 $2, 700
20 2,279
12 1,305
44 4,815
1 7Y PN 92

11,009

TaBLE V.—Honor awards

Civilian service honors

Fiscal year -
" Exceptional Meritorious
5 2
[} 2
6 6
4 2
21 12




Public Debt Operations

Treasury Certificates of Indebtedness and Treasury Bond'
Exhibit 2.—Offering of 174 percent certificates of Series B-1952

[Department Circular No. 891. Public Debt}

TREASURY DEPARTMENT, .
Washington, July 16, 1951..

I. OrFrERING OF CERTIFICATES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at par, from the people of
“the United States for certificates of indebtedness of the United States, designated
1% percent Treasury certificates of indebtedness of Series B-1952, in exchange
for Treasury notes of Series E-1951, maturing August 1, 1951,

II. DescriprioN oF CERTIFICATES

1. The certificates will be dated August 1, 1951, and will bear interest from that
date at the rate of 1% percent per annum, payable with the principal at maturity
on July 1,1952., They will not be subject to call for redemption prior to maturity.

2. The income derived from the certificates shall be subject to all taxes, now or
hereafter imposed under the Internal Revenue Code, or laws amendatory or sup-
plementary thereto. The certificates shall be subject to estate, inheritance, gift,
or other excise taxes, whether Federal or State, but shall be exempt from all taxa-
. tion now or hereafter imposed on the principal or interest thereof by any State,
or any of the possessions of the United States, or by any local taxing authority.

3. The certificates will be acceptable to secure deposits of public moneys. They -
will not be acceptable in payment of taxes. .

4. Bearer certificates will be issued in denominations of $1,000, $5,000, $10,000,
$100,000, and $1,000,0C0. The certificates will not be issued in registered form.

5. The certificates will be subject to.the general regulations of the Treasury
Department, now or hereafter prescribed, governing United States certificates.

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches
and at the Treasury Department, Washington. Banking institutions generally
may submit subscriptions for account of customers, but only the Federal Reserve
Banks and the Treasury Department are authorized to act as official agencies.

‘2. The Secretary of the Treasury reserves the right to reject any subscription,
in whole or in part, to allot less than the amount of certificates applied for, and to
close the books as to any or all subscriptions at any time without notice; and any
action he may take in these respects shall be final. Subject to these reservations,
- all subscriptions will be allotted in full. Allotment notices will be sent out
promptly upon allotment. S
IV. PaymENT

1. Payment at par for certificates allotted hereunder must be made on or before
August 1, 1951, or on later allotment, and may be made only in Treasury notes
of Series E-1951, maturing August 1, 1951, which will be accepted at par, and
should accompany the subscription. The full amount of interest due on the notes
surrendered will be paid following acceptance of the notes:" o

V. GENERAL PROVISIONS .

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
. and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
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for certificates allotted, to make delivery of certlﬁcafoes on full—pald subscriptions
allotted, and they may issue interim receipts pending delivery of the definitive

certlﬁcates

2. The Secretary of the Treasury may at any time, or from time to time, pre-
scribe supplemental or amendatory rules and regu]atxons governing the oﬁermg,
which will be communicated promptly to the Federal Reserve Banks.

JorN W. SNYDER,

Secretary of the Treasury.

Exhibit 3.—Details of bcertiﬁcate issues and allotments

Circulars pertaining to other issues of Treasury certificates of indebtness during
the fiscal year 1952 are similar in form to the circular shown as exhibit 2 and

therefore are not reproduced in this report.

However, the essential details re-

garding each issue are summarized in the following table, and the final allotments
of new certificates in exchange for maturing or called securities are shown in the
succeeding table. .

Summary of information contained in circulars periaining to Treasury ce-rtiﬁcates of
indebledness issued during the fiscal year 1952

) Allot-
ment
Num- : R Date sub-|payment
Date of ber of Certificates of indebtedness issued and Date of | Date of | scription | date on
circular cireular securities exchanged for new issues issue | maturity{ books |or before
N . : closed {or on
later al-
lotment)
1951 . 1951 1952 1951 1951
Jaly 16 891 | 174% Series B-1952_ .. oo Aug. 1| July 1| July 19| Aug. 1
Exchanged for IV% Senes E-1951 notes !
maturing Aug. 1
Sept. 4 892 | 126% Series C-1952. - - eocceceaeeo. Sept. 15 | Aug. 15 | Sept. 7 [ tSept.15
Exchanged for 3% Treasury bonds of
1951-55 (dated Sept. 15, 1931) called for
. redemption Sept. 15, 1! 1951,
-Sept. 181 - 893 | 1%4% Series D-1952.......... S Oct. 1} Sept. 1| Sept. 21 | Oct. 1
. . Exchanged for 1}/% Serles A-1951 notes
. maturing Oct. 1
Qct. 1 894 | 124% Series BE=1952. oo Oct. 15| Oct. 1| Oct. 4|20¢t. 15
Exchanged for— _
1%4% Series I‘—1951 notes maturmg
Oct. 15, 1951,
14%. Series G-1051 notes maturing
Nov. 1, 1951.
Dee. 3 897 | 1724% Series F-1952 .. oo ... Dec. 15| Dec. 1| Dee. 6 [3Deec.15
Exchanged for 2%4% Treasury bonds of
1951-53 (dated Dec. 22, 1939) called for
redemption Deec. 15, 1 951.
1962 1952 1958 1952 1952
Feb. 18 899 | 174% Series A-1953..... . . .__....._.... Mar. 1| Feb. 15| Feb, 21 | ¢ Mar. 1
. Exchanged for 1%4% Series A-1952 certifi-
cates maturing Apr. 1, 1952
1%6% Series B-1953 ____ ... July 1| June 1| June 19| July 1

RETEITO

June 16 911

5

Exchanged for 174% Series B-1952 certifi-
cates maturing July 1, 1952

! Final interest due Sept. 15, 1951, on the called bonds surrendered was paid as follows: On coupon bonds
.by'paymeént of the Sept. 15, 1951 coupon; and on registered bonds by checks drawn in aecordance with the

* assignments on the bonds surrendered, .
aex 3 Following :aceéptance of the siurrendered notes, the full amount of interest due on Series F-1951 notes
was:paid, and- accrued mterest from Oct '1 1950, ‘to Oct 15, 1951 ($12.97945 per §1,000), was paid on Series

@-1951 notes. -

‘

“Final mterest due Dec. 15, 1951 on the called bonds surrcndered was paid as follows: On coupon bonds

by payment of Deg. 15,1951, coupons and on reglstercd bonds by checks drawn in accordance with assign-
* ments on the surrendered bonds.

4 Following acceptance of surrendered certlﬁcates
$l3 31967 per $1,000. was pmd N

3 accrued lnterest from J'une 15 1951 to Mar. 1, 1952,
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Treasury certificales of indebtedness issued in exchange for matured or called securities by Federal Reserve districts, fiscal year 1952 1
[In thousands of dollars) .

Federal Reserve district

124% Series B-

1952 certificates
exchanged for

13%4% Treasury
notes Series

1%% Series C-
1952 certificates
exchanged for
3% Treasury
bonds of 1951-55

| (Gated Sept. 13,

174% Series D~
1952 certificates
exchanged for
1%4% Treasury
notes Series

174% Series E-1952 certificates exchanged for—

1¥%4% Treasury

notes Series F-

4%

Treasury
notes Series G-~

1%% Series F-
1952 certificates
exchanged for
214% Treasury
bonds of 1951-53
(dated Dec. 22,

1%% Series A-
1953 certificates
exchanged for
12%% Series A-
1952 certificates

E-1951, maturing | 1931) called for | A-1951, maturing | 1951, maturing 1951, maturing Tota 1939) called for maturing April
Aug. 1, 1951 redemg)tion Sept. Oct. 1, 1951 Oct. 15, 1951 Nov. 1, 1951 redezfptxggl Dec. 1, 1952
. , - 8,1
69, 852 39, 749 39, 553 28, 40, 625 69, 266 44, 885 172,955
3,236,186 334,363 773,376 5,159,112 3,911, 398 9,070, 510 639, 247 5,906, 979
117,702 13,202 77,967 29, 514 40, 365 69, 879 20, 579 97,746
122, 310 50, 568 48, 981 40, 756 85,632 126, 388 83,428 205,190
27,836 1,915 9,755 16, 083 14, 360 30, 443 4,384 62,095
19,142 3, 309 11,658 9,702 32,599 42, 301 11, 516 91, 565
22, 687 1,633 , 033 15, 506 8, 567 24,073 4,973 41,403
12,027 964 4,119 7,475 11,968 19,443 4,668 65,155
, 242 1,321 5,119 6,070 , 284 , 354 .- 1,814 1,864 -
70,146 773 44, 968 18,182 29, 369 47, 551 6,232 79,108
16,313 96 8,791 5,440 6, 735, 12,175 105 19,071
13,117 417 8,076 3,035 5,800 8,835 256 19,036
Nashville 18, 558 155 9,165 4,631 7,570 12,201 204 38,359
. New Orleans 42, 803 618 26, 392 13,977 25, 690 39, 667 1,387 64,058
\Chicago. 590, 516 76,208 263, 564 198, 000 284, 940 482, 940 130 948 814,472
Bt. Loms. . 97,9 - 21,043 57,424 2, 490 36,334 , 824 11,050 128,073
6,067 268 4, 681 2,143 4,921 7,064 101 14,075
32,088 10,344 22,838 14, 381 16, 566 30, 947 9, 409 63,674
26, 292 419 4,831 , 008 6, 845 10, 853 5,146 22,494
98, 516 4,004 62,947 37,012 80, 866 117,878 13,677 130, 585
181, 267 9, 867 98, 769 92,679 104,187 196, 866 29, 006 252, 661
, 454 909 19, 256 29,727 24, 558 , 285 3,967 58, 926
2,345 104 , 308 2,038 , 019 6,057 |- ccomeiceeas , 318
32,867 619 15, 744 12,367 44,014 56, 381 621 59, 826
11,199 275 7,862 8,122 8,188 16, 310 3,004 25,919
146, 642 5,708 56, 683 48,125 68, 836 116, 961 8, 547 157,414
Los Angeles. 103, 616 2, 630 100, 055 14,149 23,388 7, 637 15,175 142, 150
Portland___. 6, 521 149 , 064 2,615 7,362 9,977 450 15,788
3,714 382 1,616 1,648 1,038 2, 686 120 8, 368
14,672 533 15,779 10, 505 10, 330 , 835 870 20, 807
, 229 567 16,072 5, 283 39, 257 44, 540 6, 865 51,828
Total allotments on ex- . )
BIEES. - o oo oo 5,215,849 583, 202 1,832,446 5,873,416 4,987, 611 10, 861,027 1,062, 634 8, 867, 962
Maturmg or called securities re-. '
deemed for cash or carried to :
‘matured debt.. ... ... 135, 293 172,227 85,921 67,162 265, 464 332,626 55,417 656,115
Total matured or called . ) :
securities ... 5,351,142 755,429 1,918,367 5,940, 578 5,253,075 11,193, 653 1,118,051 9, 524,077

1 ‘Allotment amounts for 124% Series B-1953 certificates will be shown in the 1953 annual report.

SLIIIHXHA
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Exh1b|t4—Call August 14, 1951, for redemptlon on December 15, 1951, of 21|
percent Treasury bonds of 1951—53 dated December 22, 1939 (press release of
August 14, 1951)

The Secretary of the Treasury announced today that all outstanding 2% percent
Treasury bonds of 1951-53, dated December 22, 1939, due December 15, 1953,
are called for redemption on December 15, 1951. " There are now outstanding
$1,118,051,100 of these bonds.

The 2 percent Treasury bonds of 1951-55, which are also callable on December
15, 1951, will not be called for redemption on that date. .

The text of the formal notice of call is as follows:

Two AND ONE-QUARTER PERCENT TREASURY Bonps orF 1951-53 (DaTED
: DeceMBER 22, 1939) -

To Holders of 2}4 Percent Treasury Bonds of 1951-63 (Dated December 22, 1939),
and Others Concerned:

" 1. Public notice is hereby given that all outstanding 2! percent Treasury
bonds of 1951-53, dated December 22, 1939, due December 15, 1953, are hereby
called for redemptlon on December 15 1951 on which date mterest on such
bonds will cease.

2. Holders of these bonds may, in advance of the redemption date, be offered
the privilege of exchanging all or any part of their called bonds for other interest-
bearing obligations of the United States, in which event public notice will hereafter
be given and an official circular governing the exchange offering will be issued.

3. Full information regarding the presentation and surrender of the bonds for
cash redemption under this call will be found in Department Circular No. 666,
dated July 21, 1941.

JouN W. SNYDER,
Secretary of the Treasury.

Exhibit 5.—Call, November 14, 1951, for redemption on March 15, 1952 of 21
percent Treasury bonds of 1952—54 dated March 31, 1941 (press release of.
I ‘November 14, 1951)

The Secretary of the Treasury announced today that all outstanding 214 percent
Treasury bonds of 1952-54, dated March 31, 1941, due March 15, 1954, are called
for redemption on March 15 1952. There are now outstandmg $1, 023 568,350
of these bonds. :

The 2 percent Treasury bonds of 1951-53, which are also callable on March 15,
1952, will not be called for redemption on that date.

The text of the formal notice of call is as follows:

Two AND ONE-HALF PercENT TREASURY BoONDs oF 1952-54 (DATED
MarcH 31, 1941)

To Holders of 2% Percent Treasury Bonds of 1952-54 (Dated March 381, 1941),
. and Others Concemed

1. Public notice is hereby given that all outstanding 2% percent Treasury bonds
of 1952-54, dated March 31, 1941, due March 15, 1954, are hereby called for re-
demption on March 15, 1952 on whlch date interest on such bonds will cease.

2. Holders of these bonds may, in advance of the redemption date, be offered
the privilege of exchanging all or any part of their called bonds for other interest-
bearing obligations of the United States, in which event public notice will hereafter
be given and an official circular governing the exchange offering will be issued.

3. Full information regarding the presentation and surrender of the bonds for
cash redemption under this call will be found in Department Circular No. 666,
dated July 21, 1941.

JoEN W, SNYDER,
Secretary of the Treasury.
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Exhibit ii.——Offering of 234 percent Treasury bonds of 1957-59 and allotments
[Department Circular No. 898. . Public Debt]

TREASURY DEPARTMENT,
Washington, February 18, 1952.

I. OrFeRING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at par with an adjustment
of accrued interest as of March 15, 1952, from the people of the United States
for bonds of the United States, designated 2% percent Treasury bonds of 1957-59,
in exchange for 214 percent Treasury bonds of 1952-54, dated March 381, 1941,
due March 15, 1954, called for redemption on March 15, 1952. The amount of
the offering under this circular will be limited to the amount of Treasury bonds
of 1952-54 tendered in exchange and accepted.

II. DEscrIPTION OF BONDS

1. The bonds will be dated March 1, 1952, and will bear interest from that
date at the rate of 2% percent per annum, payable on a semiannual basis on Sep-
tember 15, 1952, and thereafter on March 15 and September 15 in each year
until the principal amount becomes payable. They will mature March 15, 1959,
but may be redeemed at the option of the United States on and after March 15,
1957, in whole or in part, at par and accrued interest, on-any interest day or days,
on 4 months’ notice of redemption given in such manner as the Secretary of the
Treasury shall prescribe. In case of partial redemption the bonds to be redeemed
will be determined by such method as may be prescribed by the Secretary of the
Treasury. From the date of redemption designated in any such notice, interest
on the bonds called for redemption shall cease.

2. The income derived from the bonds shall be subject to all taxes now or
hereafter imposed under the Internal Revenue Code, or laws amendatory or
supplementary thereto. The bonds shall be subject to estate, inheritance, gift, .
or other excise taxes, whether Federal or State, but shall be exempt from all
taxation now or herea.fter imposed on the prmmpal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authorlty

3. The bonds will be accepta,ble to secure deposits of public moneys.

4. Bearer bonds with interest coupons attached, and bonds registered as to
prineipal and interest, will be issued in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the mterchange
of bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescnbed by the
Secretary of the Treasury.

5. The bonds will be subject to the general regulations of the Treasury Depart-
ment, now or hereafter prescribed, governing United States bonds.

I1I. SUBSCRIPTION' AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches
and at the Treasury Department, Washington. Banking institutions generally
may submit subscriptions for account of customers, but .only the Federal Reserve
Banks and the Treasury Department are authorized to act as official agencies.

2. The Secretary of the Treasury reserves the right to reject any subscription,
in whole or-in part, to allot less than the amount of bonds applied for, and to
close the books as to any or all subscriptions at any time without notice; and
any action he may take in these respects shall be final. Subject to these reserva-
tions, all subscriptions will be allotted in full. Allotment notices will be sent out
promptly upon allotment.

IV. PayMENT

1. Payment at par for bonds allotted hereunder must be made on or before
March 1, 1952, or on later allotment, and may be made only in Treasury bonds
of 1952—54 called for redemption March 15, 1952, which will be accepted at par,
and should accompany the subscription. Coupons dated March 15, 1952, must
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be attached to such bonds in coupon form when surrendered. In the case of
coupon bonds, the full six months’ interest to March 15, 1952, on the bonds to
be surrendered ($12.50 per $1,000) will be credited, accrued interest from March
1, 1952, to March 15, 1952, on the bonds to be issued ($0.91346 per $1,000) will
be charged and the difference ($11.58654 per $1,000) will be paid to the sub-
scribers on March 1, 1952, or on later delivery of the new bonds. In the case of
registered bonds, ﬁnal interest due March 15 will be computed on the same basis
and will be paid by checks drawn in accordance with the assignments on the
bonds surrendered.
V. AssIGNMENT OF REGISTERED BonDs

1. Treasury bonds of 1952-54 in registered form tendered in payment for bonds
offered hereunder should be assigned by the registered payees or assignees thereof,
in accordance with the general regulations of the Treasury Department governing
assignments for transfer or exchange, in one of the forms hereafter set forth, and
thereafter should be presented and surrendered with the subscription to a Federal
Reserve Bank or branch or to the Treasury Department, Division of Loans and
Currency, Washington, D. C. The bonds must be delivered at the expense and
risk of the holder. If the new bonds are desired registered in the'same name as
the bonds surrendered, the assignmeént should be to ““The Secretary of the Treasury
for exchange for 2% percent Treasury bonds of 1957-59”; if the new bonds are
desired registered in another name, the assignment should be to “The Secretary
of the Treasury for exchange for 2/3 percent Treasury bonds of 1957-59 in the
nameof ________________ ; if new bonds in coupon form are desired, the assign-
ment should be to “The Secretary of the Treasury for exchange for 23 percent
Treasury bonds of 1957-59 in coupon form to be delivered to - ... :

VI. GENERAL ProOVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for bonds allotted, to make delivery of bonds on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive bonds.

2. The Secretary of the Treasury may at any time, or from time to time,
prescribe supplemental or amendatory rules and regulations governing the
offering, which will be communicated promptly to the Federal Reserve Banks.

Jorn W. SNYDER, .
Secretary of the Treasury.

Allotments of 2% percent Treasury bonds of 1957-69 issued in exchange for 2%
percent Treasury bonds of 1952-64

Subscriptions Subscriptions
Federal Reserve district received and Federal Reserve district received and

: . allotted ) allotted

Boston $43, 873, 500 | St, Louis—Continued

New York. .ol 640, 351, 500 Louisville. . aiaeaas $2, 443,000
[Philadelphia 23, 840, 500 Memphis. oo eemeicacaaen 517 000
Cleveland. .. ________________________ 5,386,500 || Minneapolis. ..o oo 7, 268 000
Cincinnati. ..o 16,205,500 || Kansas City - .cooooocoaooooooot 16 151, 500
Pittsburgh. .- 5,977,000 || Dalas...._-.. 3, 527, 500
‘Richmond...__ 5, 494, 500 El Paso.. 16, 500
Baltimore. 8,140, 000 Houston_ 6, 712, 000
195, 500 San Anto - 1, 195, 500
3,860, 500 || San Franeisco.. - 38, 036, 500
Birmingham _.__________________ 205, 000 Los Angeles. ..o oo oooo... 7, 829, 500
Jacksonville.. - 217, 500 Portland._...... 868, 500
Nashville. . 238, 000 - . Salt Lake City - 62, 500
New Orlea; 1, 469, 000 Seattle 2,395,000
Chicago.-...-. 78,443,500 || Treasury. 1, 674 500
St. Louis._._._... - 13, 683, 500 .
fLittle Rock _ .. __._.___._.._._. 443, 000 Total oot 926, 812, 000
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Exhibit 7.—Offering of 23 percent Treasury bonds of 1958
[Department Circular No. 910. Public Debt]

TREASURY DEPARTMENT,
Washington, June 16, 1952.

I. OrrERING OF BoNDs

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at par and accrued interest,
from the people of the United States for bonds of the United States, des1gnated
2% percent Treasury bonds of 1958. The amount of the offering is $3, 500 000,000,
or thereabouts.

2. Subscriptions from others  than commercial banks for their own account
will not be restricted in amount,

3. Subscriptions from commercial banks for their own account will be restricted
in each case to an amount not exceeding the combined capital, surplus, and
undivided profits, or 5 percent of the total deposits, as of December 31, 1951
whichever is greater, of the subscrlbmg bank. Commercial banks are deﬁned
for this purpose as banks accepting demand deposits.

I1. DDSCRIP’I‘ION oF Bonps

1. The bonds will be dated July 1, 1952, and will bear interest from that date
at the rate of 23 percent per annum, payable on a semiannual basis on December
15, 1952, and thereafter on June 15 and December 15 in each year until the
prlnclpal amount becomes payable. They will mature June 15, 1958, and will
not be subject to call for redemption prior to maturity.

2. The income derived from the bonds shall be subject to all taxes now or
hereafter imposed under the Internal Revenue Code, or laws amendatory or
supplementary thereto. The bonds shall be subject to estate, inheritance, gift,
or other excise taxes, whether Federal or State, but shall be exempt from all

‘- taxation now or hereafter imposed on the prmc1pal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority.

3. The bonds will be acceptable to secure deposits of public moneys. -

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $500, 31,000, .$5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the 1nterchange
of bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescribed by the
Secretary of the Treasury.

5. The bonds will be subject to the general regulations of the Treasury Depart-
ment, now or hereafter prescribed, governing United States bonds.

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches .
and at the Treasury Department, Washington. Commercial banks, which for
this purpose are defined as banks accepting demand deposits, may submit sub-
scriptions for account of ¢ustomers, but only the Federal Reserve Banks and the
Treasury Department are authorized to act as official agencies. Others than
commercial banks will not be permitted to enter subscriptions except for their
own account. Subscriptions from commercial banks for their own account will
be received without deposit. Subscriptions from all others must be accompanied
by payment of 10 percent of the amount of bonds applied for.

2. The Secretary of the Treasury reserves the right to reject any subscription,
in whole or in part, to allot less than the amount of bonds applied for, and to
close the books as to any or all subscriptions at any time without notice; and any
action he may take in these respects shall be final. Subject to these reservatxons,
and to the limitations on commercial bank subscriptions prescribed in section I
of this circular, and within the limitation of the amount of the offering, subscrip- -
tions for amounts up to and including $100,000 from commercial banks, and
subscriptions in any amounts from all other subscribers, will be allotted in full
and subscriptions for amounts over $100,000 from -commercial banks will be
allotted on a percentage basis, to be publicly announced when allotments are
made. Allotment notices will be sent out promptly upan allotment,
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IV. PaymENT

1. Payment at par and accrued interest, if any, for bonds allotted hereunder
must be made or completed on or before July 1, 1952, or on later allotment. In
every case where payment is not so completed, the p'ayment with application up
to 10 percent of the amount of bonds applied for shall, upon declaration made
by the Secretary of the Treasury in his discretion, be forfeited to the United
States. Any qualified depositary will be permitted to make payment by credit
for bonds allotted to it for itself and its customers up to any amount for which it
shall be qualified in excess of existing deposits, when so notified by the Federal
Reserve Bank of its district.

V. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for bonds allotted, to make delivery of bonds on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive bonds.

2. The Secretary of the Treasury may at -any time, or from time to time,
prescribe supplemental or amendatory rules and regulations governing the offering,
whlch will be commumcated promptly to the Federal Reserve Banks.

JoEN W SNYDER,
Secretary of the Treasury.,

Treasury Bills

3

Exhibit 8.—Inviting tenders. for Treasury bills dated September 13, 1951 (press
release of September 6, 1951)

The Secretary of the Treasury, by this public notice, invites tenders for $1,200,-
000,000, or thereabouts, of 91-day Treasury bills, for cash and in exchange for
. Treasury bills maturing September 13, 1951, in the amount of -$1,001,228,000, to

be issued on a discount basis under competltwe and noncompetmve blddlng as
hereinafter provided. The bills of this series will be dated September 13, 1951,
and will mature December 13, 1951, when the face amount will be payable thhout
interest. They will be 1ssued in bea.rer form only, and in denominations of $1,000,
$5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity value).

Tenders w1ll be recelved at Federal Reserve Banks and branches up to the
closing hour, two o’clock p. m., Eastern Daylight Saving time, Monday, Septem-
ber 10, 1951. . Tenders will not be received at the Treasury Department, Wash-
ington. Each tender must be for an even multiple of $1,000, and in the case of
competitive tenders the price offered must be expressed on the basis of 100, with
not more than three decimals, e. g., 99.925. Fractions may not be used. It is

~urged that tenders be made on the printed forms and forwarded in the special
envelopés which will be supplied by Federal Reserve Banks or branches on
application therefor.

Others than banking institutions will not be permitted to submit tenders except
for their own account. Tenders will be received without deposit from incorporat-
ed banks and trust companies and from responsible and recognized dealers in
investment securities. Tenders from others must be accompanied by payment
of 2 percent of the face amount of Treasury bills applied for, unless the tenders
are accompanied by an express guaranty of payment by an mcorporated bank or
trust company.

Immediately after the closing hour, tenders will be opened at the Federal
Reserve Banks and branches, followmg which public announcement will be made
by the Secretary of the Treasury of the amount and price range of accepted bids.
Those submitting tenders will be advised of the acceptance or rejection thereof.

- The Secretary of the Treasury expressly reserves the right to accept or reject
any or all tenders, in whole or in part, and his action in any such respect shall be
final. Subject to these reservations; noncompetitive tenders for $200,000 or less
without statéd price from any one bidder will be accepted in full at the average
price (in. thiree decimals) of accepted competitive bids. Seftlement for accepted

tenders in acecordance with the bids must be -made or completed at the Federal
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Reserve Bank on September 13, 1951, in cash or other immediately available
funds or in a like face amount of Treasury bills maturing September- 13, 1951.
Cash ‘and exchange tenders will receive equal treatment. Cash adjustments
will be made for differences between the par value of maturing bills accepted in
exchange and the issue price of the new bills. )

The income derived from Treasury bills, whether interest or gain from the sale
or other disposition of the bills, shall not have any exemption, as such, and loss
from the sale or other disposition of Treasury bills shall not have any special
treatment, as such, under the Internal Revenue Code, or laws amendatory or
supplementary thereto.. The bills shall be subject to estate, inheritance, gift,
or other excise taxes, whether Federal or State, but shall bé exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority. For purposes of taxation the amount of discount at which Treasury
bills are originally sold by the United States shall be considered to be interest.
Under Sections 42 and 117 (a) (1) of the Internal Revenue Code, as amended by
Section 115 of the Revenue Act of 1941, the amount of discount at which bills
issued hereunder are sold shall not be considered to accrue until such bills shall
‘be sold, redeemed or otherwise disposed of, and such bills are excluded from
consideration as capital assets. Accordingly, the owner of Treasury bills (other
than life insurance companies) issued hereunder need include in his income tax
return only the difference between the price paid for such bills, whether on original
issue or on subsequent purchase, and the amount actually received either upon
sale or redemption at maturity during the taxable year for which the return is
made, as ordinary gain or loss. :

Treasury Department Circular No. 418, as amended, and this notice, prescribe
the terms of the Treasury bills and govern the conditions of their issue. Copies
of the -circular may be obtained from any Federal Reserve Bank or branch.

Exhibit 9.—Acceptance of tenders. for Treasury bills dated September 13, 1951
(press release of September 11, 1951)

"The Secretary of the Treasury announced last evening that the tenders for
$1,200,000,000, or thereabouts, of 91-day Treasury bills to be dated September
13 and to mature December 13, 1951, which were offered on September 6, were
opened at the Federal Reserve Banks on September 10.

The details of this issue are as follows:

Total applied for_ - ..o -
Total accepted (includes $164,138,000 entered on a
noncompetitive basis and accepted in full at the
average price shown below) __ . ..o .______
Average price (equivalent rate of discount

$1, 913, 013, 000

1, 202, 609, 000

mately 1.646 percent per annum).___ .. ___._._._.. 99. 584
Range of accepted competitive bids:
High (equivalent rate of discount approximately
1.543 percent per annum) .. ___ ... __________ 99. 610
Low (equivalent rate of discount approximately
1.650 percent per annum)._____. .. ... 99. 583
(71 percent of the amount bid for at the low price was accepted.)

Federal Reserve district Totalfg?plied Total accepted
BOSEOD. — oomoececeeeee oo e e m e m s m e mm e mmm e $23, 866, 000 $21, 336, 000
New York 1,397, 280, 000 816, 937, 000
Philadelphia._ .. ... 26,728, 000 10, 848, 000
Cleveland i 70, 656, 000 39, 565, 000
Richmond. .- ... .. . ... . 36,535,000 31, 763, 000
‘Atlanta . 20, 746, 000 20, 152, 000
Chicago. .. s . 189, 374, 000 150, 772, 000
LT 7 T S 19, 421, 000 16, 599, 000
Minneapolis._.. —-- 9, 050, 000 9, 050, 000
Kansas City. .- + 47,920, 000 28, 672. 000
Dallas ——-- 50, 893, 000 37,996, 000
San Francisco. .. - 20, 544, 000 18, 919, 000
Total i 1,913,013,000 | 1,202, 609, 000
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Exhibit 10.—Inviting tenders for the Tax Anticipation Series of Treasury bills
- dated October 23, 1951 (press release of October 11, 1951)

The Secretary of the Treasury, by this public notice, invites tenders for
$1,250,000,000, or thereabouts, of 144-day Treasury bills, to be issued on a dis-
count basxs under competmve and noncompetltlve bidding as hereinafter provided.
The bills of this series will be designated Tax Anticipation Series, they will be
dated October 23, 1951, and will mature March 15, 1952, They will be accepted in
payment of income taxes due on March 15, 1952, and to the extent they are not
presented for this purpose the face amount of these bills will be payable without
interest at maturity. They will be issued in bearer form only, and in denomina-~
tlolns )of $1,000, $5,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity
value

Tenders will be received at Federal Reserve Banks and branches up to the
closing hour, 2 o’clock p. m., Eastern Standard time, Wednesday, October 17, 1951.
Tenders will not be recelved at the Treasury Department Washington. FEach
tender must be for an even multiple of .$1,000, and in the case of competitive
“tenders the price offered must be expressed on the basis of 100, with not more than
three decimals, e. g., 99.925. TFractions may not be used. It is urged that tenders
be made on the printed forms and forwarded in the special envelopes which will
be supplied by Federal Reserve Banks or branches on application therefor.

Others than banking institutions will not be permitted to submit tenders except
* for their own account. Tenders will be received without deposit from incorporated
banks and trust companies and from responsible and recognized dealers in invest-
ment securities. Tenders from others must be accompanied by payment of 2
percent of the face amount of Treasury bills applied for, unless the tenders are
accompanied by an express guaranty of payment by an incorporated bank or
trust company.

Immediately after the closing hour, tenders will be opened at the Federal
Reserve Banks and branches, following which public announcement will be made
by the Secretary of the Treasury of the amount and price range of accepted bids.
Those submlttmg tenders will be advised of the acceptance or rejection thereof.
The Secretary of the Treasury expressly reserves the right to accept or reject any
or all tenders, in whole or in part, and his action in any such respect shall be final.
Subject to these reservations, noncompetitive tenders for $200,000 or less without
stated price from any one bidder will be accepted in full at the average price (in
three decimals) of accepted competitive bids. Settlement for accepted tenders
in accordance with the bids must be made or completed at the Federal Reserve
Bank in cash or other immediately available funds on October 23, 1951, provided,
however, any qualified depositary will be permitted to make payment by credit
in its Treasury tax and loan account for Treasury bills allotted to it for itself and
its customers up to any amount for which it shall be qualified in excess of existing
deposits when so notified by the Federal Reserve Bank of its district.

The income derived from Treasury bills, whether interest or gain from the sale
or other disposition of the bills, shall not have any exemption, as such, and loss
from the sale or other disposition of Treasury bills shall not have any special
treatment, as such, under the Internal Revenue Code, or laws amendatory or
supplementary thereto. The bills shall be subject to estate, inheritance, gift, or
other excise taxes, whether Federal or State, but shall be exempt from all taxation
now or hereafter imposed on the principal or interest thereof by any State, or any
of the possessions of the United States, or by any local taxing authority. For
purposes of taxation the amount of discount at which Treasury bills are originally
sold by the United States shall be considered to be interest. Under Sections 42
and 117 (a) (1) of the Internal Revenue Code, as amended by Section 115 of the
Revenue Act of 1941, the amount of discount at which bills issued hereunder are
sold shall not be considered to accrue until such bills shall be sold, redeemed
or otherwise disposed of, and such bills are excluded from consideration as capital
assets. Accordingly, the owner of Treasury bills (other than life insurance com-
panies) issued hereunder need include in his income tax return only the difference
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. between the price paid for such bills, whether on original issue or on subsequent
purchase, and the amount actually received either upon sale or redemption at
malturity during the taxable year for which the return is made, as ordinary gain
or loss. :

Treasury Department Circular No. 418, as amended, and this notice prescribe
the terms of the Treasury bills and govern the conditions of their issue. Copies
of the circular maybeo obtained from any Federal Reserve Bank or branch.

Exhibit 11.—Acceptance of tenders for the Tax Anticipation Series of Treasury
bills dated October 23, 1951 (press release of October 18, 1951)

The Secretary of the Treasury announced last evening that the tenders for
$1,250,000,000, or thereabouts, of Tax Anticipation Series 144-day Treasury bills
to be dated October 23, 1951, and to mature March 15, 1952, which were offered
on QOctober 11, were opened at the Federal Reserve Banks on October 17.

The details of this issue are as follows: .

Total applied for_ .. __ . _____ ____ . ___ L __.___ $3, 302, 398, 000
Total accepted (includes $249,351,000 entered on a
noncompetitive basis and accepted in full at the

average price shown below) ____._ . _____________.__ 1, 250, 958, 000
Average price (equivalent rate of discount approx-
imately 1.550 percent per annum)_.____.__________ 99. 380

Range of accepted competitive bids (excepting two
tenders totaling $65,000):
High (equivalent rate of discount 1.470 percent per

£:509 1101 1 1) P 99. 412
Low (equivalent rate of discount 1.580 percent
Per ADNUMY o oo oo ceeeceeemaen 99. 368

(64 percent of the amount bid for at the low price Was accepted.)

‘Federal Reserve district Totalfgl? Dlied Total accepted

$89, 215, 000 $36. 775, 000

1, 618, 586, 000 459, 604, 000

92, 718, 000 40. 690. 000

236, 231, 000 121, 243, 000

112, 514, 000 68, 363, 000

128, 013, €00 81, 449, CO0

390, 304, 000 153, 989, 000

64, 607, 000 26, 815, 000

73,050, 000 31, 762, 000

96, 445, 000 42, 995, 000

: 113, 309, 000 | 87, 437, 000

San Francisco... - 287, 406, 000 99, 836, 000
Total.__. - e e 3,302, 398, 000 1, 250, 958, 000

Exhibit 12.—Summary of Treasury bill information contained in press rel'eases

Press releases pertaining to the Regular Series of Treasury bill issues during
the fiscal year 1952 were similar in form to exhibits 8 and 9 on pages 166 and 167
of the 1951 annual report and, beginning with the issue dated September 13, 1951,
to exhibits 8 and 9 of this report. The press releases for the November 27, 1951,
Tax Anticipation Series are similar in form to exhibits 10 and 11 of this report.
Therefore the releases are not reproduced in this report but the essential details
regarding each issue are summarized in the following table.
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Summary of information contained in press releases ! pertaining to Treasury bills issued during the fiscal year 1952

‘Maturity value (in thousands of dollars)

Prices and rates

Tenders accepted

Total bids accepted

Competitive bids accepted

Date of | Days
tDate of
issue "t’flf_aa' %?Jg;a- Total High Low
y Y 1 applied Equiva-
for 3 Total ag- | Oncom- | Onnon- Average | 1oniaver-
cepted 3 petitive competi- For cash |In exchange| price per age rate ¢ Equiva- . | Bquiva-
P basis 2 tive basis 23 undred g Price per 4 | Price per 4
(percent) hundred lent rate hundred lent rate
(percent) (percent)
Regular Series .
b
F 11951 1951
July; 5] Oct. 4 91 1,822,114 1, 200, 829 1,087, 081 113,748 1 1,142,718 58,111 99. 595 1. 603 99. 650 1.385 99, 590 1.622
12 1 91 1,964, 371 1,201,731 1,070, 095 131,636 | 1,055,022 146, 709 99. 592 1. 615 99. 650 1.385 99. 590 1. 622
E 19 18 91 2,031,496 1,201, 811 1,047,673 154,138 | 1,150,797 51,014 99. 605 1.562 ¢ 99, 609 1. 547 99. 603 1.571
b 26 25 91 1,992,151 1, 200, 544 1,051, 542 149,002 | 1,152,917 47,627 99. 598 1,591 99. 637 1. 436 99. 595 1.602
Aug. 2| Nov. 1 91 1,954, 581 1,300,619 | 1,159,695 140,924 | 1,266,824 33,795 99. 593 1.611 99. 637 1.436 99. 590 1.622
9 8 91 1,891,016 | 1,300,416 1,156,193 144,223 | 1,184,094 116, 322 99. 583 1.651 99. 637 1. 436 99. 579 1. 665
16 15 91 2,079,708 1, 300, 403 1, 145, 501 154,902 | 1,099,970 200, 433 99. 580 1. 660 99. 637 1. 436 99. 577 1.673
23 23 92 | 1,992,746 1,100, 662 947,902 152,760 | 1,039,881 60, 781 99. 578 1. 651 8 99. 600 1. 565 99. 576 1. 659
30 29 91 1,998, 093 1,100, 636 968, 412 132, 224 978,152 122,484 99. 584 1. 645 99. 608 1. 551 99, 582 1. 654
8ept. 6 [ Dec. 6 91 1,918,043 | 1,102,785 992, 266 110,519 | 1,024,355 78,430 99. 584 1. 646 99. 601 1. 578 99. 583 1. 650
13 13 91 1,913,313 1, 202, 909 1,038,471 164,438 | 1,157,684 45, 225 99. 584 1. 846 99. 610 1. 543 99. 583 1. 650
20 20 91 1,930,124 1,202,700 | 1,039,674 163,026 | 1,146,674 56, 026 99. 584 1.644 99. 610 1. 543 99. 583 1. 650
27 27 91 1,772,737 1,200,936 | 1,058,287 142, 649 1,152,229 48, 707 99. 584 1.647 99. 612 1. 535. 99. 581 1. 658
1952 i
Oct. 4| Jan. 3 91 2,022,794 | 1,201,520 | 1,054,693 146,827 | 1,134,120 67, 400 99, 584 1. 646 99. 612 1.'535 99. 582 1,654
11 10 91 2,163,121 1,200,685 | 1,023,774 176,911 1,155, 893 44,792 99. 602 1.576 99. 621 1. 499 99. 600 1.582 -
18 17 91 1,922,682 | 1,200,321 1,022,380 177,941 1, 140, 487 59, 834 99. 592 1.615 99. 615 1. 523 “99. 588 1. 630
25 24 91 2,129,556 | 1,200,782 | 1,021,781 179, 001 1,133, 542 67,240 99. 597 1. 593 99. 611 1. 539 99. 595 1. 602
Nov. 1 31 91 2,216,954 | 1,301, 1,129, 349 172,331 1, 256, 675 45, 005 99. 591 1.617 99. 620 1. 503 99, 589 1.628
8| Feb. 7 91 2,164, 864 1,300,275 | 1,115,197 185,078 | 1,235,776 64,499 99. 593 1. 610 99. 620 1. 503 99. 591 1,618
15 14 91 2,128,135 | 1,302,909 1,140,171 162,738 | 1,252,499 50, 410 99. 591 1.619 99. 618 1. 511 99. 589 1.626
23 21 90 |' 2,188,450 | 1,101,712 897, 985 203,727 | 1,064,678 37,034 99. 604 1. 585 99. 610 1. 560 99. 602 1. 692
29 28 91 1,954,339 | 1,100,033 945, 308 154,725 | 1,007,672 92, 361 99, 593 1. 609 99..611 1. 539 99. 591 1.618
Dec. 6 | Mar. 6 91 1,040,272 | 1,103,622 | 1,056,180 147,442 | 1,068, 849 34,773 99. 587 1.632 99. 604 1. 567 99. 586 1.638
13 13 91 1,883,243 | 1,200,454 1,022,783 177,671 1,147,941 52, 513 99. 570 1. 700 99. 600 1. 582 99, 565 1.721
20 20 91 1,796,750 | 1,200,816 | 1,021,047 179,769 | 1,121,066 79,750 99. 564 1.726 99. 600 1. 582 99. 560 1. 741
27 27 91 1,612,475 1 1,204,475 | 1,065,639 138,836 | 1,148,998 55,477 99. 529 1.865 7 89. 600 1. 582 99. 512 1,031

992

X9ASVIYL THL J0 XYVIFZYDES HHI 40 IH90dHY T¢6T




1958 - -
Jan. 3| Apr. 3 91 2,118,102 | 1,201,148 | 1,049,212 151,936 | 1,136,258 64, 890 99. 524 1.883 .99. 608 1. 651 99. 520 1.899
10 . 10 ‘91 2,105,060 | 1,201,177 976, 893 224,284 | 1,147,829 53,348 99. 574 1.687 899, 583 1, 650 99, 571 1.697
17 17 01 2,178,925 | 1,202,401 984, 307 218,094 | 1,150,399 52,002 99. 574 1. 685 990, 583 1. 650 99. 572 1. 693
24 24 91 2,195,412 | 1,200, 690 989,161 211,529 | 1,140, 529 60, 161 99. 596 1. 599 99. 608 1. 551 99. 593 1. 610
31| May 1 81 2,283,776 | 1,301,435 | 1,120,580 180, 846 | 1,252,652 48,783 99. 598 1. 589 99. 625 1.484 99. 596 1. 598
Feb., 7 8 91 2,136,185 | 1,302,174 | 1,119,419 182,755 | 1,242,342 59, 832 99, 600 1. 584 99. 625 1.484 99. 508 1. 590
14 15 01 | 2,182,739 | 1,301,570 | 1,102,739 198,831 | 1,242,638 58,932 99. 585 1.643 99. 625 1.484 99. 581 1.6568
21 22 01 1,913,918 | 1,099,998 14, 504 185,494 1 1,039,473 60, 525 99. 619 1. 507 99. 625 1.484 99. 615 1.523
28 29 91 1,783,403 | 1,101,051 951, 455 149,596 | 1,058, 663 42,388 99. 605 1. 563 99. 630 1. 464 99. 600 1. 582
Mar, 6| June & 91 1,713,491 1, 100, 491 964, 657 135,834 | 1,060, 553 39, 938 99, 581 1. 657 99. 618 1. 519 99. 570 1,701
13 12 ‘0l 2,308,342 | 1,200,138 | 1,017,092 183,046 | 1,146,441 53,697 99. 549 1.784 99, 610 1. 543 09. 545 1. 800
20 19 01 1,963,017 { 1,200,632 | 1,000,856 199,776 | 1,148,641 51, 991 99, 585 1. 601 | 99. 603 1,671 99. 501 1,618
27 26 91 2,067,766 | 1,201,069 | 1,025,706 175,363 | 1,160,470 40, 599 99. 597 1. 593 99. 620 1. 80 99. 595 1. 602
Apr. 3iJuy 31" 91 2,185,987 | 1,201,505 | 1,032,743 168,762 | 1,161,412 40,093 99. 596 1. 598 99. 615 1.5623 99. 594 1.606
10 10 91 2,312,827 | 1,401,772 | 1,198,038 203, 734 1, 355, 449 46,323 99. 588 1. 629 99. 615 1,523 99. 585 1.642
17 17 91 2,287,190 | 1,400,888 | 1,191,893 208,995 | 1,330,161 70,727 09, 583 1,650 99. 608 1. 551 99. 581 1. 658
24 24 91 2,383,036 | 1,400,587 | 1,185,527 215,060 | 1,329,874 70,713 99. 591 1,616 99. 608 1. 561 99. 590 1.622
May 1 31 g1 2,492,320 | 1,502,963 | 1,327,235 175,728 | 1,443,069 59, 894 99. 573 1,601 99. 615 1,523 99, 571 1. 607
8| Aug. 7 21 2,225,687 | 1,303,148 | 1,118,522 184,626 | 1,227,983 75,165 99. 568 1.710 10 99, 592 1.614 99. 566 1,717
15 14 91 2, 438, 961 1,500,972 | 1,297,739 203, 233 1, 416, 796 84,176 99. 564 1.7256 99. 583 1. 650 99. 562 1.733
22 21 91 2,416,828 | 1,303,390 | 1,108,059 195, 331 1, 244, 305 59, 085 99. 572 1. 604 99. 595 1. 602 99. 571 1.697
29 28 91 2,061, 641 1, 300,474 1,140,127 160,347 | 1,247,446 53,028 99. 563 1.728 99. 596 1, 598 99. 560 1.741
June 5 | Bept. 4 91 1,928,877 1,300,077 | 1,160,605 139,472 | 1,262,750 37,327 99. 561 1.737 99, 588 1. 630 90. 558 1.749
12 11 91 2,015,147 | 1,200,784 1,003,823 196, 961 1,152, 247 48, 537 99. 557 1.753 99, 583 1. 650 99. 555 1. 760
19 18 91 2,049,300 | 1,202,416 990, 065 212, 351 1,160, 376 42,040 99. 589 1. 626 99. 582 1.614 99. 588 1. 630
26 25 91 1,999,100 | 1,200,060 | 1,019,743 180 317 | 1,160, 29: 39 767 99. 575 1. 682 99, 598 1. 590 99, 569 1.705
Tax Anticipation Series
1951 1958
QOct. 23 | Mar. 15 144 | 3,285,223 | 1,233,783 | 1,001,607 232,176 99. 380 1. 550 199, 412 1. 470 . 99.368 1. 580
Nov. 27 | June 15 201 | 3,358,901 1,248,825 855, 904 392, 921 99. 164 - 1,497 12 99, 229 1,381 99.158 1. 508

Nore.—Amount of matured issues will be found in table 23,

I Press release inviting tenders for Treasury bills is dated 7 days before date of issue.
Press release announcing acceptance of tenders is dated 2 days before date of issue. Clos-
ing date on which tenders for issue are accepted is 3 days before date of issue.

3 Figures are final and differ in most cases from those shown in press releases announc-
ing details of particular issue.

8 Noncompetitive tenders for $200,000 or less without stated price from any one bidder
were accepted in full at average price for accepted oompétltlve bids.

¢ Bank discount basis.

¢ Except $400,000 at 99.635 and $200,000 at 99.620.

¢ Except $100,000 at 99.630,

1 Except $10,000 at 99.958.

8 Except 3100 000 at 99.595.

¢ Except $400,000 at 99, 600 $1,000,000 at 99.595; and $1,000,000 at 99.590.

18 Except $200 000 at 99.6:

11 Except $60, 600 at 99, 600 and $5,000 at 99.428.

12 Except $5,000 at 99.925; $200, 000 at 99.592; $600,000 at 99.380; $300,000 at 99.370; and
$100,000 at 99. 368,

SITIITHXT
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Exhibit 13.—Sixth amendment, May 13, 1952, to Department Circular No. 418,
relating to the issue and sale of Treasury bills

TREASURY DEPARTMENT,
Washington, May 13, 1952.

Paragraph 5 of Department Circular No. 418, as amended (81 CFR 309.5), is
hereby revised to read as follows:

“Sec. 309.5. Treasury bills will be acceptable at maturity value to secure
deposits of public moneys; they will not bear the circulation privilege. The Sec-
retary of the Treasury, in ’his discretion, when inviting tenders for Treasury bills,
may provide that Treasury bills of any series will be acceptable at matumty
value, whether at or before maturity, under such rules and regulations as he shall
prescribe or approve, in payment of income and profits taxes payable under the
provisions of the Internal Revenue Code. Notes secured by Treasury bills are
eligible for discount or rediscount at Federal Reserve Banks by member banks,
as are notes secured by bonds and notes of the United States, under the provisions
of Section 13 of the Federal Reserve Act. They will be acceptable at maturity,
but not before, in payment of interest or of prmclpal on account of obligations
of foreign governments held by the United States.”

Joan W, SNYDER,
Secretary of the Treasury

Treasury Bonds, Investment Series

Exhibit 14.—Offering of additional issue of 23/ percent Treasury Bonds, Invest-
ment Series B-1975-80, and allotments

[Department Circular No. 907. Public Debt]

TREASURY DEPARTMENT,
Washington, May 19, 1952.

I. OrreERrING OF BoNDs

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at par with an adjustment
of interest, from the people of the United States for bonds of the United States,
designated 2% percent Treasury -Bonds, Investment Series B-1975-80, for cash
or, as provided in section IV hereof, for cash and in exchange for the following
listed Treasury bonds: '

214 percent bonds of 1965-70, dated Feb. 1, 1944, due March 15, 1970
2}/ percent bonds of 1966—71 dated Dee. 1 1944 due March 15 1971
2 percent bonds of 1967—72 dated June 1 1945 due June 15, 1972
% percent bonds of 1967—72 dated Nov. 15 1945 due Deec. 15 1972
éommerclal banks (which for this purpose are defined as banks accepting
demand deposits) are excluded from this offering except -to the extent they may
offer to exchange bonds of the four issues enumerated above which they acquired
prior to December 31, 1945, on a basis of 25 percent cash and 75 percent bonds.

3. The amount of the offering under this circular is not specifically limited,
but the bases upon which subscriptions will be accepted are restricted as set forth
in section IV hereof. .

II. DescripTioN AND TERMS OF BoNDS

1. The bonds now offered will be an addition to and will form a part of the
series of 2% percent Treasury Bonds, Investment Series B-1975-80, issued pur-
suant to Department Circular No. 883, dated March 26, 1951, Wlll be freely
interchangeable therewith, are identical in all respects therewith (except that
interest on the bonds issued under this circular will acerue from April 1'or October 1
1952, next preceding the date of payments therefor), and are described in the
followmg quotation from Department Circular No. 883:

“1. The bonds will be dated April 1, 1951, and will bear interest from that
date at the rate of 2% percent .per annum, paya.ble semiannually by check on
October 1, 1951, and thereafter on April 1, and October 1 in each year untll the
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principal amount becomes payable. They will mature April 1, 1980, and will
not be redeemable prior thereto except as follows: . )

(a) They may be redeemed at the option of the United States on and after
April 1, 1975, in whole or in part, at par and accrued interest, on any interest
day or days, on 4 months’ notice of redemption given in such manner as the
Secretary of the Treasury shall prescribe. In case of partial redemption the bonds -
to be redeemed will be determined by such method as may be prescribed by the
Secretary of the Treasury. From the date of redemption designated in any such
notice, interest on the bonds called for redemption shall cease.

(b) They may be redeemed at the option of the duly constituted representa.
tives of a deceased owner’s estate, at par and accrued interest to the date of
payment! if at the time of death they constitute part of the decedent’s estate.
and the Secretary of the Treasury is authorized by the representatives to apply
the entire proceeds of redemption to the payment of Féderal estate taxes. Bonds
submitted for redemption hereunder must be duly assigned to ‘The Secretary
of the Treasury for redemption, the proceeds to be paid to the Collector of Internal
Revenue at -_____ for credit on Federal estate taxes due from estate of
_________________ > The bonds must be accompanied by Form PD 17822
properly completed, signed and sworn to, and by a certificate of the appointment
of the personal representatives, under seal of the court, dated not more than six
months prior to the submission of the bonds, which shall show that at the date
thereof the appointment was still in force and effect. Upon payment of the
bonds appropriate memorandum receipt will be forwarded to the representatives, -
which will be followed in due course by formal receipt from the Collector of
Internal Revenue.

“2. Although the bonds are payable only at maturity, except as provided in the
preceding paragraph; they may, at the owner’s option, as provided in Department
Circular No. 884, be exchanged for 1% percent five-year marketable Treasury notes
to be dated April 1 and October 1 of each year during the life of the bond. If
the bonds surrendered are in order for exchange, the new notes will ordinarily be
issued within ten calendar days from the date of surrender to the Treasury
Department or to a Federal Reserve Bank or branch. The notes to be issued
will bear the April 1 or October 1 date next preceding the date of the exchange.
Interest will be adjusted to the date on which the exchange is made. Partial
exchange of the bonds in multiples of $1,000, and reissue of the remainder, will
be permitted.

“3. The bonds will not be acceptable to secure deposits of public moneys, but
they may be used as collateral for loans and may be pledged as security for the
performance of an obligation or for any other purpose. In the event of a default
on the loan or in the performance of the obligation, the pledgee will have the
right-only to exchange the bonds for 1% percent five-year marketable Treasury
notes. The bonds may not be sold or discounted, and are not transferable in
ordinary course, but they may be transferred (by way of reissue) (1) to successors
in title, (2) (in the event of the death of the owner) to legatees, next of kin, and
other persons entitled, in accordance with the provisions of Department Circular
No. 300, and (3) to State supervisory authorities in pursuance of any pledge
required under State law. A bond which has been registered in the title of a
State supervisory authority may be reissued in the name of the original owner
upon assignment by such authority for that purpose. The term ‘successors’
as used in this paragraph includes but is not limited to succeeding organizations,
succeeding trustees, and persons entitled upon the termination of a trust or the
dissolution of a fund or organization. Judgment creditors, trustees in bank-
ruptey, and receivers of insolvents’ estates will be entitled only to exchange the
bonds for 14 percent five-year marketable Treasury notes. Persons entitled to
reissue under the provisions of this paragraph will succeed to all the rights and
privileges of the registered owners. o

‘4, The income derived from the bonds shall be subject to all taxes now or
- hereafter imposed under the Internal Revenue Code, or laws amendatory or sup-
plementary thereto. The bonds shall be subject to estate, inheritance, gift, or
other excise taxes, whether Federal or State, but shall be exempt from all taxation
now or hereafter imposed on the principal or interest thereof by any State, or any
of the possessions of the United States, or by any local taxing authority. .

1 An exact half-year's interest is computed for each full half-year period irrespective of the actual number
of days in the half year. ~For a fractional part of any half year, computation is on the basis of the actual
number of days in such half year. .

2 Copies of Form PD 1782 may be obtained from any Federal Reserve Bank or from the Treasury
Department, Washington, D. C.
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“5. The bonds will be issued only in registered form, and in denominations of
$1,000, $5,000, $10,000, $100,000, $1,000,000, and $10,000,000.

kg, Except as otherwise’ spemﬁcally prov1ded in this cxrcular, Treasury Bonds
of Investment Series B-1975-80 issued hereunder will be subject to the general
regulations of the Treasury Department, now or hereafter prescribed, governing
United States bonds. The regulations in Department Circular No. 815 (which
%‘ vern 2} percent Treasury Bonds of Investment Series A~1965), will not govern

reasury Bonds of Investment Series B-1975-80. All questions concerning
bonds issued hereunder and transactions pertaining thereto should be submitted
to a Federal Reserve Bank or branch or to the Treasury Department, Division
of Loans and Currency, Washington 25, D, C.”

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the’ Federal Reserve Banks and branches
and at the Treasury Department, Washington. Banking institutions generally
may submit subscriptions for account of customers, but only the Federal Reserve
Banks and the Treasury Department are authorized to act as official agencies.
Where subscriptions are to be paid for in installments, as provided in section IV
hereof, delivery of 10 percent of the total par amount of bonds subscribed for,
adjusted to the next highest $1,000, will be withheld from all subscribers except
incorporated banks and trust companies until payment of the total amount sub-
scribed for has been completed. In every case where payment is not so completed:
the 10 percent so withheld shall, upon declaration made by the Secretary of the
Treasury in his discretion, be forfeited to the United States.

2. The Secretary of the Treasury reserves the right to reject any subseription,
in whole or in part, to allot less than the amount of bonds applied for, and to close
the books as to any or all subscriptions at any time without notlce and any
action he may take in these respects shall be final. Subject to these reserva-
tions, all subscriptions will be allotted in full. Allotment notices will be sent out
promptly upon allotment.

*IV. Bases For ENTERING SUBSCRIPTIONS AND MAKING PAYMENT

1. Subscriptions for the 23 percent Treasury Bonds, Investment Series
B-1975-80, offered hereunder may be entered, except by commercial banks as
defined in section I hereof, as follows:

(@) The new bonds subscribed for may be paid for in full i in cash, at par and
accrued interest from April 1, 1952, or

(b) Not less than 25 percent of the par amount of the bonds subscribed for
must be paid in cash and the remainder by exchange, par for par, of
any of the bonds of the four issues enumerated in section I hereof, with
cash adjustments of accrued interest to date of payment.-

2. The par amount of new bonds subscribed for by commercial banks as defined .

in section I hereof may be paid for only on the basis of 25 percent cash and 75
percent in bonds eligible for exchange hereunder, with cash adjustments of
accrued interest to date of payment.
. 3. Payment for the new bonds may be made in full on June 4, 1952, or may be
made in four equal installments on June 4, August 1, October 1 and December
1, 1952, . On installment payments, not less than 25 percent of the par amount
of new bonds paid for by each installment must be paid in cash, following which
the new bonds will be delivered to the subscriber in due course. Subscribers
may, if they wish, accelerate their installment payments in whole or in part.

4. Where the new bonds are paid for in full in-cash, the appropriate amount of
accrued interest calculated in accordance with the table at the end of this cir-
cular should be included in the payment. Accrued interest on bonds to be ex-
changed will be credited, and accrued interest on the new bonds to be issued will
be charged as shown in the table, except as to registered bonds presented during
periods the transfer books are closed. Where a net amount.is to be.collected
from the subscriber, the remittance should accompany the securities tendered
in exchange. Where a net amount is to be ‘paid to the subscriber, it will be
paid, in the case of coupon bonds following their acceptance, and 1n’ the case
of registered bonds following discharge of registration. Current. .and all
subsequent coupons should be attached to coupon bonds presented for exchange.
‘In the case of registered bonds tendered in exchange during the period the trans-
fer books therefor-are closed, interest on such bonds from the date of payment
for the new bonds to the next interest payment date will be- colle’cted from: the
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subscriber and the owner of record will receive the full half-year’s interest due
on that date in regular course. The transfer books are closed for one month
prior to each interest payment date.

5. Any qualified depositary will be permitted to make payment by credit for
the cash portion of the payment for new bonds allotted to it for itself and its
customers up to any amount for which it may be qualified in excess of existing
deposits. i i : : ‘ .

V. ASSIGNMENT OF REGISTERED BoNDs

1. Treasury bonds of 1965-70, Treasury bonds of 1966~71, Treasury bonds of
1967-72, due June 15, 1972, or Treasury bonds of 1967-72, due December 15,
1972, in registered form tendered in exchange for bonds offered hereunder should
be assigned by the registered payees or assignees thereof in accordance with the
general regulations of the Treasury Department governing assignments for trans-
fer or exchange, in one of the forms hiereafter set forth, and thereafter should be
presented and surrendered to a Federal Reserve Bank or branch or to the Treasury
Department, Division of Loans and Currency, Washington, D. C. If the new
bonds are desired registered in the same name as the bonds surrendered, the
assignment should be to ‘“The Secretary of the Treasury for exchange for 2%
percent Treasury Bonds, Investment Series B-1975-80.” If the new bonds are
desired registered in another name, the assignment should be to “The Secretary
of the Treasury for exchange for 2% percent Treasury Bonds, Investment Series
B-1975-80, in the name of ________________. ” : -

VI. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscrigticns, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
and to make delivery of bonds as provided herein, and they may issue interim
receipts pending delivery of the definitive bonds. : .

2.. The Secretary of the Treasury may at any time, or from time to time, pre-
scribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

Joun W. SnYDER,
Secretary of the Treasury.

Table of interest adjustments per $1,000 in conneciion with offering of 2% percent
Treasury Bonds, Investment Series B-19756-80 wunder Department Circular
No. 907.

Accrued Aceraed

interest to be
interest to be
Bonds surrenderedt ‘ credited on | “opoo0d on

bonds sur-
rendered bonds issued

Exchange as of June 4, 1952: -
25% Treasury bonds of 1965-70_._.______. - } 85, 50272 $4. 80874

234% Treasury bonds of 1966-71._..... e cmameecacaemamamanaa
234% Treasury bonds of June 1967~72_ . _.c.......___ e —eecm—an
215% Trea