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THE UNDER SECRETARY Of" THE NAVY 
WASHINGTON 

24 Decenbe1· 19/.:Z 

De•.t· llcnr.r: 

Con;;r• tul .. tions on t..1tc lo•.n tot~. . ! • . u " 
~ell plun:ted ''"' cor::-ie<i th.-ou.)l C'lDpo.il)l . 

Ineldent.:llly, f...e~~ Chl"i.~ t.r::ns t.o :.a-a . L:.ort,.ont.:L:..u 
.n..i. yourself. 

Sincere~· ~ ·ou.·a 1 

:~v- • a::.-::- ) -Jomeo ~orrost(ll 

The Honor ble Henl""'J !.!or,;ont.lum 
1 

Jr . 
~\J ~ccrett.r, · of tne '?rousur.f 

1 
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TREASURY DEPARTMENT 

~":', JltANDtn TO ToE SECRETARY 

PAOCURIMUIT DIVISION 

WASHINGTON 

December 24, 1942 

RE : Guards, Procurement Division 

2 

As the result of a survey made by the Secret Service 

Di vision relrtive to protect ion of the Pr ocure ent Division 

:Ia rehouse, w' ich service is now being performed by Public 

Buildings Admini stration guards, it is reconunended that this 

duty be transferred to t he Secret Servi ce U11iformed F
1
orce, 

subject to t he t r 11nsfer of funds from the Public Buildi ngs 

Admi nistration for the purpose . 

Discussions were held informally with representatives 

of the Public Bui l dings Administration, and under date of 

December 11, 1942 a letter was addrecaed to ~ . Reynolds, 

Commiasioner of Public Buildinrs, Federal !forks N;ency, on 

the subject . Tni s letter is under consideration at t hi s 

time and it is understood t hat l t •nill be acted upon favor­

ably within the next few days . 

':§.£.~ 
r of Procureitent 

( l7161 ) 
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M1t 1'0 &. R:,.>fKitiS:!I M'W 

con 110. ; 3 

e. HikH I!OS"f St.CRr.."l' 
y_.~%&J.IE! 

In~orrn~ttton roc>lvoc\ up to 7 A. l.l ., V.t.h lleccmbm·, 191.2 . 

One or H.ll. SuiY..ur inoo i c overdue !'roo ;><~trol ruu1 cons idurod 

l•>ti t.. 

2. IIIL{ fA:lY 

LI~~· ~::nd. OUJ' putrol line still in aree :;uLr,\ll . Onc·r-

t.tonn cona1.s'" .. ....! :.! ~d r"lpll\.rs , otno ulourinc tutd devclupment. of r.ator 

SU!>Pl3 · II . Z. llivision ln !!OFILIA .:.reR !IJUISIA . Patrol activity hns con-

~· 

tinued and cont..>c t with tho encm; h J boon m:1de 9 milco southw~st of MAfWR . 

F'urthor South Fronch forces oper~tinL 116H1nst Uw hi.;h ground southeur.t of 

I'OII'f uU FAllS capturoo JO I t.aliano . 

3. I<IR OP!-..RUIO:IS 

'il'i'.::!'N ::'I.O!IT . 2~nd/.!.)rd . At lca&t. 2.) c.tt&cko "ere ""do on 

lOCOCIOtives or tr<:in& in dorthern f'PJ.NC:. end !l.:l.Ciml. 2Jrd . D..!l Ht.LDi.R 

and Sf. 11.\LQ docks weN) successfull3 bo11bod by 6 Ventures and 18 Boston• 

r osi>Cct1vol3 . 2Jrd/24th. 19 aircra1't .-oro oent out - Intruder o 11,, J:orth­

woat Germany 5. 

l.IZDHERRANZAII. 2Jrd. Mt.lt.<t 11ircrsn obtained e. ~irect hit 

.on •n escor t ed shi p ens t o£ " OUSS.:. ''"'' dou ~royod ono JU IJll. Spiti'iro& 
' 

bombod I.AIAI't:DUSA A irfiold . 

~- :>.2nd/.!J>'<~. 10 lclHngton~ bocbod ·!'Y!.!!l!KI airfinl ti 

and st.ar t.OO ftree in tha <lispersal nrou . 

.!.!.!!!d· dst/22ml. About 1:> cnOmj' nircrafL ""'"xl 9.JitliAZI. 

( 

• 
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mn.:;H tllSi s::.cr~r 
a.;a. s.:.e:t~:.r 

01)-fi,L !lo. 4SQ 

COPY 110. 1 .3 

YollO'IIin& is aup,,le:'!Ont.ary rosu..,. ot Oj)Orat.10Ml C".-eut.a coo;ert.na t.ho period 171.11 t.o 2/,t.h Decombor, 191.2. 

L. ti•WJ.L 

Heawy plos perabt.ed in t..bo Uort.h AUM.tto. 2 R.c .u. Dct.st.royvre ;J\IttoNd eoec ducse rroa weather. /. Runie.n doat.royor fo\U'Idored llt'hllo rct.un11ne t NJft U:H·rt;[) KINGDOM to RUSSU. . Convoys t.o e~.nd from r.tALTA ptJ.Onod through. t.he EoGttn\ MiDHI!.RRA.Ni'.An \llthout. 1nt.erforonco. Rc!', rtnco OPri:L Uo. IJ...:. , Uteso t.wo 8" cruiser s wro loc&tod 0t1. 18'-h "t. W.ODA.L.llA, !iotrH£11U SA.RDINU. 

SUBUARP*Z WM\FAR£. At.t.e.ek1 cont.lnuo in liorthem AUuntlc , but co .. o,>trlilt.ion bot.vtetm n1r and C\U"fo.c& oacorta con tinuon to yiold sood ro&u.Lte. Ono homtward bound and t.wo outward baund convoyo urtvod 'Without l oss. 'Two ohipe a~• and t.,.o d.amo.Cod 1n one outward convo:,t . £vldeneo t.bat. mnn~ requ..l..t'oMr\t.s have rNuc~ ltlnal.h or U-bot.t. training and 0-boat. crewe 6ro now both young u.nd lnox­,-rJenced . t..tficloncy haa nccordin&:lY d:ooll,nod 1 thouch man now aervlnR Uo.blo t.o bo fanatlenl.l.y UazL flo s!t;;n o~ doclino in moru.l.o . 

A'f!' -.g& (!J 5HlPfDlG. Durln£ tho tfOOk 19th :.0 2St.b lnclualvo, lJ. shlpe •ero roport.ed. to havo boen &tt.&ekod by eu'l::lllortne3. Two Rrit1sh ohlpe (one a t.anker 1n convoy) wore tor pod.oed 1n North-~-oat.em Ap,lrMCh041 ono Uritlsh sh1p ln South- 'ilootorn Approaohe!l , e. .F"r.Jnch t.rswlor off CASABI..At:CA , a Sw'odlah shi p 1n t.ho llost. Atl&nt.1c, a Drit-iah Ghl? in the 'f't:lt. IndiOD area (in Novt:ober) , two Brit.loh (one ln Hove:~r) 1 f." Swedish t:..'ld '-'"o Uni tod State• ahlpcs (c:r'lo in ttowcc.bor) 1n the Sc..at.h At.lant.ic Md e. Dl.lt.ch and a Gr4tek &hip in t.he lHiliA!l OCt.A!L A lnrgo Dr-1t.hh transport was t.or pedoed north of ORAN ard annk •hilv 1n t.o'tt. In udrltt.ion, u Gri tish and a Dutch ship woro hU. by aircratt Md sui:De:ogod o t. BC2tCJIAZI, o Brit.hh ship was dtliiACod by tdroro.ft in the m:DlTiRRANW but. re.."lc.bld. ,-.ort, and a Br-1t.-lob :-.. 'Up Md o barco 1:e-ro ained 1n ho-c n.tera. 

~· ImportG ln convoy ~ UNI1'ill KIIlGOO'..I woak onding 19t.h -),1,000 tono, lncludina 129, 000 oil . 

l. HlJ,ITAAX 

,LIBY'A. 1~o-ey "lthdrnwal conttnuod durinu tho "'ack but now bollovod huHod •Hh r OOr&UOrd In WADI i1. CHJmiP. 01~ and 'OA.In body 1.n IWli ZEIJ ZDO pooHion. Our rorcea cdvo.nc~ troa NOF'ILU t.o SIRI'E ~bout. 90 aUe3 1n apitu of 1.11\'-1 Rl.noa, olwtaeles and dos:aol11,1ona Md OUJ own au:,pl.f problocu . GermM t.ankG oatial'lte4 60, lt.&llan )0. 

~CH HOR1'H ~miCA. Perslet.cnt min. OpOra.l.lons U.lt.od to pat.­rolllfti, bu1141ng up our rorcea 1n ronoud orcas ta.nd st.n.nat.!:unlng Uno• of CClO-' cmicatton. Ltt•cttv" co-operation by Frc.rnch on Southern C14nlt. Enomy rclnforco­&Hmt continu~o dosp1.te heovy bombing of' hlo bnoos Hnd ntt.ackD on hio 801\ (lnd Rir ·outoo . t:otimat.od otrungt.b now 24, 500 CoM!IItns a nd 1.3 , 500 J talhLna, wit-h eomo 100 •taJ&Mc 8atawt atJGUI L.nd SO ltd.llan, aorv1cocblllty doubt.tul. 

fAR i.AST. ~· Japonoso wHbdra..al !'r0111 llU'I'HIDAIJNG and II.AUUCDAYI •. • , ,,ibly due to succeac or our r,rope.ge.nda. \Jhich cuueod •mcm,y to ?vor-va t.11M to our .. •·"·ncth. Pl'"sont ind.tctttibno oucsoat J opo.neoo will t'all beck on Al'lAB 'there n.rth on lol.&nd. 4tld iiDodiat.~y t.o tbo north 11 Got.iat.ocl at. 4,000. OUr a.dv...nco ., ~k:.ly to be fast owt.na to nwacrous ftWr obotael.oa. 

iiR OPiRI!fiOilS 

IJLSTEP.!I ff,Qt!r. Tho <O<il7 eontlnuod IIOkinC alnor cbyll&hL raJ.do on C"-&1\..ll distrlct.e . 9 YJsht.er boabcra out. of' .U plot.Wd ovorlond .-cro doat.roycd. One ~ArC" acale day operation by Un1tod Stat.c.a bomhora Hhlch Jl'-'nOt.J•atod n1 for aa ii.CHit.LY' .. SUR-~ t.J!If.. ln foco ot 3t.ron;; .:m~ rtghtcr oppoD11.1on,.. Shor t.-r&nCil hti.r"'ulng ct.t.l.cko on n,.Uwn.y coct:W'lleat.ionu .:.nd rolling stock wore eont.lnuod hot.h by cby "1nd nlrht.. 0n'2 hosvy &nd aucc-c:ssM. nl:;ht. r--1'1 on 001!'~ in clO'IIdles3 YUMther. S. :.m.'lll r lnc::onelusive at.tac::k on I.W!itCH. 
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1!!!XA· Aclivity oor~owhat hamporod by >:o'lthor during latter part 
of wook. r.'nomy reaction by day olicht, mnny offonoivo patrols returned without 
having ooon uny onemy a ircraft. 

r"'llmCH liORTH AFRICA. Many of our uirtiolds unsorvieonble throueh 
bad weo.t.hor, nevort.holess air co-ordination botY'een WNISIA, !!ALTA and IIIDDLB 
r!AST is working wen, and attacks on Axis J)Orta and oommunl.cationa woro constantly 
roaintainod oo a satisfactory scale. 

RUSSIA. On central front, Russio.n ground attack airen.f't with 
l'ighter protection activo ovor battio front and llvoly Russian activity ey all 
types of aircraft a t VELIKI LOKI. NEVEL constantly raided at nlgbt. On 
southom front, believed Russians effectively supporting thoir ground foreoa in 
DOll Sector as far as <1ee.tber permits. At STALDIGRAD, Russians stUl caocen­
t.rnt.ing aea1nat German transport aircraft, forwnrd a1rf1W.dc and communicati ons. 

!Yl!!l!.· Now conf irmed indus triul dnmnao in rocent roido vort hoavy . 
l'rincipal industries affected - automobile, ~rmourod vuhioles, R~ro-vngine, Qir­
cra i't componunts, railway 1'orkshops, muchino toolo, iron founding and smelting, 
ol ootrical, glass toxtileo , etc. Sovoral public util1t1oo and civic building 
dalll8ged, alae barracks and royal arsenal. 

EINDHOVili. Philips radio. l'hotogrsphs 14th and 16th reveal -
buildin&• destroyed or damaged - glssnorklo, macbin~ shops , radio ass.,.,bly, pnper 
allla, laboratory, electro-t.&cbnlcal f ac tory, lsap and valv" factory, aloe duags 
to t.ho head oft! cos. 

5. HOIIl SECURITY 

Several incidents in tip....and-1'1111 cbyllght raids but no induatrlal 
damage of importance. estimated civilian ca8U4lties wook onding 6 a.m. 23rd -
k1llod 48, seriously wounded 119. 
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D£CEVBER 17- 24, 1942 

THE WAR TIDS WEEK 

The Soviet armies this week struck sou thward from t he 
aroo in an offensive which ap))Jll'ently aims at 

Rostov itself. Success for this drive would virtually r.~llify 
this year's German gains in the south and would menace the 

with entrapment on a large scale. The attack faces 
difficulties, however, of a more serious character than those 

I eo•mec:ted with tho original offensive for the relief of Stalin­
Meanwhile, current Russian attacks in the Caucasus 

may be the forerunner of large scale operations in an area 
where normal January weather lends itself to winter opera­
tions. 

The retreat of Axis forces in Liby& is now c&rrying Rommel 
mpidly toward the port of T ripoli. h remains to be seen 
whether he will attempt seriously to hold Tripoli or will push 
on to join forces with the Axis in Tunisia. In Tripolitania, 
the Axis faces mounting hazards to supply lines, with Allied 
control of the Mediterranean being steadily extended. The 
enemy has continued to reinforce its bridgehesd in Tunisia 
a.nd has con110lidated a strong position which may well permit 
a prolonged resistance. 

While the confusion over Darlan persists in North Africa 
a.nd elsewhere, Laval is developing a single party in France. 

In the Far East General Wavell bas launched a limited 
offensive along the western coast of Bunna, and an exception­
ally large concentration of shipping at Rabaul may presage 
renewed Japanese activity in the Solomollll. 

1 

0 
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&cmuJ Brt4k-ThrllUIJh on Ike Don 

The Soviet offensive against the Italian-held sector along 
the Don, around Boguchar, can be far more decisive in ita 
effects than the earlier pincers attack for the relief of Stalin­
grad. Last month's offensive apparently aimed simply to 
encircle the German forces between the Don and the Volga 
and to force the invaders to establish a new line west of the 
Don bend. In the current attack (which has already cut the 
Voronezh-Rostov Railroad at Kontemirovka,IIJld has reached 
this strategic line on a broad front from Millerovo to Svo­
boda), the eventual goal is apparently Rostov itseU, the 
base nnd communications center of the 300-mile salient 
reaching toward the Caucasus. Military observers have 
long argued that such an offensive, launched southward from 
the Soviet defensive area around Voronezh, would be the 
bold and logical way to cancel the German gains of 1942. 
In an area where the terrain offers few natural obstacles to a 
mobile advance, the Russians have recaptured dozens of 
towns and viUages almost as fast as they fell to the Nazis 
last July. 

Yet by striking at the heart of the German position in the 
south, the Red Army is attempting an operation far more 
difficult than the relief of Stalingrnd. Between the Don and 
the Volga, the Germans held only two single-track railroad 
lines, which the Russians were able to cut with rapidly-moving 
advance columns. South of Millerovo, however, the Nazis 
have available the dense railway net of the Donets Basin, and 
a large number of industrial towns that offer shelter and 
communication far more adequate than those of the steppes 
farther east. As the Axis foroes fall back on their supply 
centers and shorten their lines, their resistance will probably 
stiffen in inverse ratio to their distance from Rostov. 

The German counterattack against the southern arm of the 
Stalingrnd pincers already represent& a major effort to strike 

2 

/) 
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back at the weakest point of the Soviet triple offensive. 
From a supply base at Kotelnikovo, this drive has advanced 
along the Stalingrad-Tikhoretsk railroad as far as the Aksai 
ruver about 55 miles from Stalingra.d. At the same time the 
new Soviet offensive has apparently diverted Nazi reinforce­
ments previously destined for the northern loop of the Don 
bend where enemy counterattacks have notably slackened. 
1n 5~ the new drive against Millerovo has considerably 
lessened tbe chances of escape for the German divisions within 
the Stalingrad pincers. 

A Rus:rion Co=ua Of!tn:rivef 
In the Caucasus, the current Russian efforts to recapture 

the Malgobek oil fields west or Gromyi may represent the 
J:>e~nning or large-scale operations. Some military observers 
anticipate that by early next month Soviet progress along the 
Don may be decisive enough to warrant the opening of an­
other major offensive from the south. In this sector, Janu­
ary weather, although ordinarily the coldest of the year, 
should not prove unfavorable to Soviet winter operations. 
Mean temperatures of several degrees below freezing, occa­
sionally falling below zero, keep the ground hard and suit­
able for troop movements, while blizzards sweeping down 
from the northern steppes insure a few inches of snow cover 
the greater part of the time. Occasional thaws might, how­
ever, temporarily hinder operations. 

On the central front, after a brief let-up last week, the Red 
Army has resumed its advance around Velikie Lulu, while 
the enemy has counterattacked to defend the airport there. 
The Russians have likewise registered slight gains around 
Rzhev. On tho Arctic front, a German attack in the Kanda­
laksha sector, where the invaders are only 30 miles from the 
Murmansk Railway, has suggested that the enemy may try 
to cut our lend-lease route. But in view of recent German 

s 

• 
' 
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troop withdrawals, a nmjor effort in this sector at present 
appears unlikely. ' 

Departure of the American Minister from Hel8inki. 
On the occasion of the American Minister's recent depar­

ture from Finland for consultation in Washington, both 
President Ryti and Foreign Minister Witting drew attention 
to Finland's economic dependence on Germany, while in­
sisting that their country bad no political ties with the Nazis. 
Finland's position as a small state, they explained, made it 
impossible for her to follow an independent line, and it was 
for the security of small nations that their country was most 
concerned. 

While the Foreign Minister was vague about the futuro, 
President Ryti cautiously suggested that when the proper 
moment came he might take the initiative in ending the 
northern war, as he had done in 194(}-the first time that a 
responsible Finnish statesman has made such a suggestion. 
The President further stressed Finland's democratic traditions 
dating from the Middle Ages, and hinted that his pro-Axis 
Foreign Minister might not remain long in power. 

In brief, Finland's rulers apparently appreciate the polit­
ical significance of our Minister's journey. The press, on 
the other hand, has optimistically announced that his depar· 
ture is of no importance and that be plans to return soon. 
Among the Finnish public, some interpret the event as an 
indication of American displeasure, while wishful thinkers 
predict that our Minister's explanations of Finland's position 
"ill help improve relations between Helsinki and Washington. 

The harsh reality of the Finnish position has again become 
apparent in a press announcement that Finland and Germany 
have decided to prolong their trade agreement until the end 
of 1943. As in previous years, the two countries will regulate 
their trade during the first quarter of 1943 on a temporary 
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basis, while negotiations for a. final a.greement will take place 
in Helsinki next February. 

Aria Retreat in Libya 
Rommel has continued his rapid withdrawal to the west, 

delaying the Bri tish by demolitions and extensive use of 
mines a.nd booby-traps. At latest report the British ha.d 
occupied Syrte and were moving on Bouerat-ei-Soun without 
having encountered any serious opposition (see map). Most 
of the elements of the German 15th Armored Division trapped 
by the New Zealanders around Wadi Mat."':tin wert> able. to 
cut their way out to the southwest and re)OID the retreating 
forces though with losses in guns, tanks, and trucks. Allied 
air fo~ces have had almost unchallenged control of the air. 

There is considerable speculation about the enemy's 
strategy in North Africa. Bri~ observers a~parently f~l 
that Rommel's primary concern IS to move hiS army w1th 
minimum losses into Tunisia. This would eliminate the 
problem of a double supply line, and give the A.~ a com­
bined force of probably more than 70,000 men fighting under 
a single a.ir umbrella., in a region close to air and supply bases 
in Sicily and lts,ly. 

Other observers question whether the Axis can afford the 
immediate surrender of Tripoli and its airfields, which would 
enable the Allies to close the pincers on Tunisia. With this 
as a forward base, the British could avoid the tedious over­
land movement of supplies from Benghazi and Tobruk, and 
bring them by sea from Egypt. Admiral Cunningham has 
foreshadowed this development in his statement that the 
Allies now have full freedom of movement at both ends of 
the Mediterranean, and that Malts is being supplied without 
loss. Although there appears to be no position before 
Tripoli that Rommel can assume which cannot eventually 
be outflanked, a stand in defimse of the Tripolitsn area 
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might be made along a line running from the great salt 
depression northwest of Bouerawl-Soun to Gheddahla and 
southwest along Wadi Zenuem. A final stand might be 
expected before Roms, west of which the Tripolitan road 
network and the coastal strip fans out to make defense mort 
difficult. 

l n the final analysis the Axis may not be able to make a 
free decision. The pressure of Allied air and submarine 
attacks on the route from Italy past Malta to Tripoli may 
have made it impracticable for the Axis to supply Rommel in 
Tripolitania. Although air transport has been heavy, no 
ships are believed to have reached Tripoli last week and 
aviation gasoline was known to be going by truck from Ga~. 

Am Consolidation in Tunisia 
Ground fighting in Tunisia has thls week been limited to 

patrols and minor actions, as both sides have regrouped and 
strengthened their forces in the forward area. The enemy 
has been constructing defenses west or Tebourba; and 
extensive movement in the central sector around Pont du Faha 
indicates that the enemy has now linked his outposts in a 
defensive front running roughly north and south along a 
line just west of the foUowing points: Mateur, Tebourba, 
Pont du Fahs, and Kairouan. Pichon, 25 mi.les west of 
Kairouan, has changed hands three times this week, and is 
now held by an Allied (French) force. A concentration of 
enemy armored and motorized forces southeast of Medje. el 
Bab suggests that another enemy attack on this communica· 
tions center is imminent. 

The Axis has continued to reinforce its bridgehead. Air 
transport is reported to have been heavy, and shipping has 
reach~ Tunis and Bizerte despite the fact that, as Admiral 
Cunrungham announced, the enemy is losing about a ship 
a day on this run. Reconnaissance also reveals that Allied 
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air attacks have inflicted heavy damage on ships and port 
facilities in TuniB and La Goulette Harbors. 

Reports of train and troop movements into Italy persist, 
but specific information is meager. Meanwhile it is clear that 
the Axis has exploited its advantage of air power and supply 
to consolidate a strong defensive position in Tunisia during 
the first. two phases of the campaign-the phaao of rapid 
advance by light Allied forces until the reverse at Tebourba, 
and the current period of Allied preparations for larger 
operations. 

Clarijico.tion of tht A mmcan Position in French Africa 
Admiral Darlan's temporary status in French North and 

West. Africa has reooived further clarification in the news that 
lend-lease aid for this area will be a purely military transae­
tion under the control of General Eisenhower. Furthermore, 
an arrangement permitting the OWl to broadcast news pro­
grams from Rabat will doubtless help to eliminate the con­
fusion created by pro-Vichy broadcasts over Radw Maroc. 

At the same time, Darlan himself, in an apparent effort to 
combat any diminution of his authority, has declared to news 
correspondents that he intends to bring the French ships at 
Dakar and Alexandria into the struggle against the Axis. 
Whether the Admiral will be able to do this, however, is a 
matter of some doubt, since the decision about the veasels at 
Alexandria rests with Admiral Godefroy, the French com­
mander there-apparently a most indecisive character. Up 
to now Godefroy and most of his offioors have favored a policy 
of neutrality (the Admiral has characterized P6tain aa a 
captive unable to issue orders), while the enlisted men have 
desired to reenter the war on the side of the Allies. All 
elements seem to agree in their pro-American attitude, and 
in their hostility to Britain and De Gaulle. 
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Evidently with British encouragement, the Fighting French 
have now invaded French Somalilnnd. The majority of the 
people have apparently favored cooperation with the Allies, 
while the higher officers and General Dupont (recently in. 
stalled as governor by a coup d'6tat) have been reluctant to 
abandon their neutrality and technical allegiance to Vichy. 
Desertions to the De Gaullists have substantially reduced 
the number of troops at Djibouti. 

Retrospect 011 Morocco 
According to eye-witness accounts now reaching this 

country, the political situation in Morocco following our 
landings was confused and disturbing. Rioting between 
Jews and Arabs began almost immediately, while members of 
the Vichy S. 0. L., after a short lull, resumed their hooligan 
operations against Fighting French and American sympathiz­
ers. French Army officers who had planned to take part in 
General B6thouard's pro-Ally coup, which had failed at the 
last moment through the quick action of Nogu~, were so 
disappointed when they heard of their leader's arrest that 
some of them apparently planned to enroll a native militia 
for the release of B6thouard. Naval officers were sullen and 
uncooperative. 

Except among a small pro-Vichy element and officers of 
the NavY, general disappointment greeted the announ~ 
ment of the American negotiations with Admiral Darlan. 
Nor was the retention of Nogu~ any more popular. Many 
army officers accused the latter of misconduct as a soldier 
in withdrawing inland after directing his troops to resist 
the Americans. As a matter of fact, Nogu~s· administration 
adopted an uncooperative attitude, especially in the openv 
tion of public utilities. Secret orders (our accounts state) 
provided for the arrest of United Nations' sympathizers and 
directed that enemy agents be left at large. 
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Subsequently, with the cancellation of these orders, the 
dissolution of the S. 0. L., and the liberation of B6thouard, 
the situation improved somewhat. The Navy, however, 
remained sullen, and the civil population kept comparatively 
calm only in the hope that President Roosevelt's announce­
ment heralded the removal of Nogu~s and his clique. While 
the latter directed his followers to look on the Americans sim­
ply 118 invaders, French anti-aircraft batteries received 
instructions tc shoot down no Axis aircraft. The current 
mobilization resulted in the relegation of pro-Ally sympa­
thi%ers to interior outposts, and the installation of Vichy 
adherents in key positions. In other words, our accounts 
conclude, Nogu~ and his followers were eo afraid that the 
Axis would attempt a counter-invasion that they avoided 
everything that might implicate them as collaborators with 
tbe United States. 

Poreivn &per~ 
A similar summary of reactions in London t.o the American 

arrangement with Darlan finds sentiment among various 
Allied officials unanimous in disapproval. British and 
Russians both oppose the arrangement, and both vigorously 
support the Fighting French in their conflict with the Admiral. 
The Russians especially, our summary continues, see in the 
American policy toward Vichy, Darlan, Franco, and Otto of 
Hapsburg, a consistent effort to reach an understanding with 
reactionary clerical groups in Western Europe. The Fighting 
French are drawing closer together, the National Committee 
in London having recalled two of its representatives who were 
tc have gone to North Africa to negotiate with General 
Giraud. 

Certain members of the Government&-in-Exile express the 
feeling that the moral principles of the United Nations cannot 
find expression in "immoral actions" . Furthermore, they 
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declare that our country's first venture into European politics 
since our declaration of war sets a dangerous preoodent, 
creating an impression harmful to American prestige and 
difficult to correot. Finally, our summary concludes, certain 
Allied statesmen fear that our agreement with Darlan does 
not correspond to any long-range expediency: whatever 
American lives it saved may be more than counter-balanced 
by the bloodshed of the French civil war that may be the 
logical result of our acti~ 

Toward SiWJk-Parly Rule in France 
With the moral support of the Nazis and in cooperation 

with ~at, Laval is now developing a single party for France 
(which may bear the title Gauche Modmle), according to 
advices from neutral sources. A force of "shirts" of some 
sort is likely to be its inevitable adjunct. For manning this 
new organization, the two Fascist Legions, the "Tricolor" 
and the "African," will probably offer cadres; members of the 
now disbanded French Army will doubtless feel disinclined 
to join a frankly pro-Axis organization. 

The announcement that Vichy will eolorce the Nuremberg 
laws against the Jews, on the basis of race rather than religion, 
indicates that Laval is already at work buying Hitler's favor. 
Our informants further predict that by spring the Govern­
ment will move to Paris, while PE!tain will have his residence 
at Versailles. To ensure the maximum "cooperation" of 
Laval the Nazis are apparently planning to maintain Doriot 
as a chron.io pretender threatening the present incumbent 
at Vichy. 

Til$ Iberian Bloc 

While Hitler, Ciano, and Laval met to plot the future of 
Axis strategy in the Mediterranean, the Spanish Foreign 
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Minister journeyed to Lisbon to underline Iberian solidarity. 
Public pronouncements were cautious and vague to the 
extreme, but Jordana once a~ indicated that the principal 
concern of Portugal and Spam was to keep out of the preeent 
conflict. 

The Spanish Government at the same time apparently 
toned down the grand reception planned by Party enthusiasts 
for General Mutloz Grandes, returning from his command of 
the Blue Division in its "cru~ade" on the Eastern Front. 
Personal rivalry ratner tnan political considerations probably 
caused Franco to countermand the original order to piB.y up 
Grandes' arrival; but Franco also undoubtedly wished to 
avoid any embarrassing " incident." 

~Tuuolini'a Party C/w.WJU 
In an apparent move to tighten his control of the Party, 

Mussolini this week named a new national directorate of the 
Fascist Party. He appointed as vice secretaries, it is r&­
ported Carlo RAvasio, Carlo Scorza, Alessandro Tarabini 
and Mario Farnesi- men who have been associated with 
Fascism from its early days. Observers note that in both 
Italy and Germany bombings and reversals have not resulted 
in any effort to appease dissident elemll!lts, but rather have 
brought an increase in the power of Party "dependables." 

Ui.miled Offenaivt in 8urm4 
General Wavell's Indi.su troops this week began operations 

directed against Akyab, Japanese-held air aod sea base on 
the western coast of Burma, about halfway between Cal­
cutta and RAngoon. Akyab, on the Indian side of the land 
barrier formed by the Arakan Mountains, was occupied by 
the Japanese toward the c106e of their Burmese campai~ 
in May. Its value to either side lies in its position as an 
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ad~anoo b~ for a combined sea and air attack-for tbe 
All1es, agamst Rangoon, and for the Japanese, against Cal­
cutta. As an air base alone, its airfield offers some advan­
tages to the side which holds it, although it has apparently 
been less used by the Japanese tha.n ot.her and drier bases in 
central Burma. Akyab has an unusually high average an­
nual rainfall- 196 inches-but with tho end of the monsoon 
season, this disadvantage has largely disappeared. 

In their advance along the jungle coast, the British troops 
so far have been impeded only by natural obstacles. A small 
contingent of Japanese holding the border towns of Buthi­
daung and Maungdaw withdrew the day before the British 
entered, and as yet there has been no contact with the enemy. 
Th~ Jap~ese are thought to have no more than a single 
"'&UIIent m Akyab (where they are now hurriedly construct­
ing beach defenses on Akyab Island); and the withdrawal of 
border units might be intended to reinforce this garrison until 
other Japanese troops could be brought up. This will be no 
easier for the Japanese than for the British, unless the sea is 
used, since the Japanese also must traverse difficult coastal 
terrain. A track and a dry weather road cross the Arakan 
Mountains from ~ntral Burma in this area, but both reach 
the seaconat considerably south of Akyab. 
T~e. move into B~ was hailed enthusinatically by 

pubhc1sts at Chungkmg, who saw in it the beginnings of 
"the great opportunity," but Allied spokesmen at New 
Delhi were quick to emphasize the limited nature of the 
operation. 

9hinese anxiety to draw attention to this front-ilnd to 
China's own eiJorts--;:ontinue to give rise in Chungking t.o 
acco~nts of "large-scale" operations directed against yunnan 
Provmce. . As yet the only factual basis for such reports is 
the. moppmg_ up o~ration being conducted by a Japanese 
regJmcnt agamst Chinese elements which crossed the Sal ween 
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River in the Tengyueh seet~r (the Salween is the Japanese 
defensive line in weetem Yunnan). 

Air Raid Over Calcutta 
Allied observers ha.ve long feared that a Japanese air 

attsck on the crowded industrial area around Calcutta 
would bring pal)!9 to the civilian population. When the 
Japa.nese finallyl struck early last week, damage was slight 
and casualties were few. ·During the first raid, on Sunday 
night, Calcutta's industrial population apparently gave little 
indication of fear, and work in the dock area returned t.o 
normal the next day. Monday night's attack, although 
apparently no more devastating in its results than the first 
one, caused a considerable exodus of port workers, and a 
certain falling off in port activities. Yet few industrial 
workers left the city, and the net ellect of the raid was 
scarcely one of panic. 

Ctmlroversy Over Indian Unity 

Vigorous criticism has greeted a somewhat veiled state­
ment by the Viceroy of India advocating the preservation of 
India's unity "in so far as it may be built up consistently 
with full justice for the rights and the legitimate claims of 
the minorities" and questioning whether the country can 
ellectively "speak with two voices." Jinnah termed it a 
"statement of extreme wickedness," which would serve to 
encourage the Hindu majority and postpone the achieve­
ment of Pakistan. Dr. Ambedkar, representative of the 
Depressed Glasaes on the Viceroy's Executive Council, 
echoed the Moslem leader's views, while Rajagopalachariar 
characterized his own feeling as one of "sad amusement," 
and reiterated his conviction that an "Ulster phase" would 
be a necessary preliminary in the development of a. free India. 
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The Viceroy's statement may refiect a certain change in 
British policy from the Crippa proposals of last spring. Theee 
proposals, which remain the authoritative declaration of the 
Government's intentions, anticipated the possible organisa.. 
tion of a number of Indian dominions. Furthermore, the 
controversy over the current statement has drawn attention 
once again to the serious cleavage of views between Jinnab 
and some of the moderates, who advocate varying degrees of 
autonomy for Moslem areas, and the Congress and Mahas&­
bha, predominantly Hindu parties, which favor guarantees 
for the minorities but no partition of India. Such a contro­
versy can not fail to complicate the task of Sapru's group of 
conciliators, who, after disbanding in a "mildly optimistic 
mood," are now reporting back to their respective parties. 
Subsequently, Sapru himself is to decide whether tbey are 
sufficiently in agreement to confer with Jinnah himself (The 
War This Wuk, November 26-December 3, p. 15). 

Chungking Fa.cu Itt Domutic Probkm4 
In the plenary sessions of its annual meeting at Chung. 

king, the Central Executive Commit tee of the Kuomintang 
Party has adopted a series of resolutions which stress the 
necessity of strengthening domestic political solidarity, in­
tensifying the military effort, improving administration, and 
tightening price controls. 

The resolution dealing with polit.icalsolidarity is so phrased 
as to be capable of varied interpretation. According to the 
official Chinese explanation, the Central Executive Committee 
is holding out an olive branch to the Communists and other 
minority groups, but other observers believe that the resolu­
t.ion constitutes a last warning to the Communists to behave 
or take the consequences. Observers are also skeptical as to 
the possibilities of great increase in the Chinese military 
effort, since tl1ey believe the Chinese anny is, in general, too 
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poorly fed and equipped to dep~ for.I?ng from th~ present 
pattern of predo~tly defenSive military o~rations. 

The resolutions which stre8S the need for mproved ad­
ministration and stri.cter price controls, however, undoubtedly 
reflect the increasing pressure of economic difficulties upon 
the Chinese Government and Kuomintang Party. Demands 
for curtailment of expenses, control of prices, reform of taxa­
tion , increase in bond sales, and reorganization of the finances 
of local governments, have been frequently heard and the 
Government has been forced to take cogni.aance of them. 
Tbe shortage of competent administrative pen10nnel, the 
Jack of established machinery for enforcing price controls, and 
the difficulties involved in radical aJ!ministrative reform, 
make it improbable that any great improvements will result. 
But it is obvious that the Kuomintang feels pressed to make 
some moves against infiat.ion, if only to maintain its p.resent 
dominant political position. 

New Wedgu in the Buna B~ 
In New Guinea, Allied forces have made some new gains, 

but while the Japanese position is regarded as desperate, the 
enemy is still showing no signs of collapse. On t~e co:Dtrary, 
despite the reported loss of their co~ander, theu failure !-'> 
receive reinforcements, and our supenor fire power . both ~ 
the air and on the ground, the Japanese are defending thetr 
intricate jungle positions with a zeal which can only be com­
pared in this war to that of the Russi~s at ~tslin~d. In 
the Buna sector , a general attack of a1r, artillery, mf~try, 
and light tank units has won us control of Cape Enda1ad~re 
and the "new landing strip", but the Japanese are h~lding 
the east side of the "old strip", and progress elsewhere m the 
sector has been slow. Around Sanan•nda, there apparently 
has been little activity (see map, The Wor Thu W~, 
December lG-17). Our forces evidently are proceeding 
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cautiously in order to keep ca.sualties down and to take 
advantage of air power. ~ 

Along the New Guinea coast farther to the northwest wbert 
Japanese landings were made last week, our aircra/

1 
ha 

been active in strafing operations, but apparently fe~t: 
enemy troops reached shore than was at 6rst reported in Delli 
despatches- perhaps no more than 200. At Madaog still 
farther up the coast (beyond the Japanese bases at~ and 
Salrunaua), an enemy convoy was caught ... !' our aircraft 
December 18 and one light cruiser was left in 
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condition; the Japanese nonetheless succeeded in lao~ 
troops. ~ediately ~bove Buna, near the mouth of tbe 
Amboga River, Australian patrols are engaging a few J&p&. 
n~ foroes put ashore December 1-2 from destroyers whiQ 
ongmally had been headed for Buna. Small Japanese land. 
in_gs along ~e jungle coast probably will continue, in liDr 
With the ?VJdent enemy intention of making any hold 11! 

may obtam on the strategic positions-air 6eJda and bar. 
bors-as costly and hazardous as possible. 
. In the Solo~ons, the situation is unchanged, but at Rabaul 
'" New Br1tnm an unprecedented concentration of merchant 
vessels:-together with a heavy cruiser, 20 destroyers, and 
o_thcr hght vessels-suggests the possibility of renewed opera· 
t1o~s. here! as well as of further efforts to strengthen Japanese 
PGSJtions m New Guinea. 

&prtalion in BolitM 

. U~ among Indian workers in the tin mines, culmina tin.! 
10 ~ ~trike, has evoked sharp measures of repression by the 
~bVJan Government. Food and fuel supplies for st~ 
~~n~rs have bee? c~t off, and three of the most prominenl 

h bo beeleaders, active ID the Partido I zquierdiata Rtll()/ucUm4rW 
ave n arrestee:~ d ' 

· 1 an sent to the Beni reg.ion in the trop-
Ics eastern lowlands of B li · ' 

0 VIS. 
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'"'~·-latest moves in the Bolivian Government's campaign 
suppress the P. I. R. and end labor "agitation" at the 

may prove effective for the time being. But they are 
likely to increase tin production. The ~ndian. laborers 
the bleak Bolivian Plateau have genume gnevanoes, 

·ng to many observers, including Ernes!'<> Gala~za, 
of the Division of Labor of the Pan-Amertcan Umon. 

wages, shortage of food and fuel, a rise in cost-of-living 
of more than 1,700 percent since 1931, and the knowl­

that profits from newly-increased tin prices are fiowin_g 
the pockets of the mine-owners-these are among the~r 

for downing tools. 
Conservative and reliable banking sources in the United 

moreover scout the Bolivian Government's chargel' 
Communist a~d Nazi influence among the strikers. It 

been pointed out that, as far as the Communists ~re 
any agent$ they might have there would be m­

er~;ted primarily in ending the strikes and resuming pro­
luctton, in order to speed lend-lease aid from the United 
~a~11on• to Russia. Other independent groups, such as the 

Board of the Smithsonian, have called 
ll.t<mt.,,nn to various steps the owners might take both to 

the Indians' confidence and to increase their productivity. 
far however the owners and the Government have ap­

oar•ent1lv been ~ntcnt with trying to starve the strikers into 

Pr~:dicament in A rqentiM 

The decision of Argentina's Supreme _Court to prosecu~e 
espionage the German Naval and Air Attach6, Captain 

!Dietrich Niebuhr confronts the Castillo Administration with 
embarrassing' dilemma: a sens:'tio?lll sp~ t~ial, o~ a 

German refusal to waive Niebuhr s diplomatic unmwuty. 
Either event will give aid and comfort to Argentina's anti-
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Nazi and an~i-neutrality forces. Moreover, the thorough 
entanglement of foreign and domestic issues in Argentina 
means that a defeat on the espionage affair would endanger 
Castillo's reactionary policies not only on the diplomatic, 
but on the home front as well. 

Af~muJJh of Bradren'a ElecLwn M Canadian Comervalille 
~ 

The election of Premier Bracken of i\'Q oba as leader of 
the Progressive Conservative Party has, on the whole, been 
well received throughout the Dominion. Liberal and Con­
servative papers alike have acclaimed the new leader's 
honesty of purpose and political skill. Only the C. C. F. 
(Cooperative Commonwealth Federation) and its leader, M. J 
J . Coldwell, have expressed serious doubts about the ability 
of Bracken to foree his own progressive priociples on the 
reactionary groups among the Conservatives. 

Meanwhile a recent Gallup poll sho·ws a strong swiog to the 
C. C. F. Throughout the Dominion the poll estimates that 
the Liberals would obtain 36 percent of the electorate today 
agniost 55 percent at the 1940 election, the Conservatives 24 
percent today against 31 percent two years ago, while the 
C. C. F., which polled only 8 percent io 1940, would today 
obtaio 23 percent of the electorate. The Gallup experts 
estimate that while the greatest C. C. F. strength~O percent 
of the electorate-would be in British Columbia, the party 
could probably poll 36 percent io the pra1rie provinces, ?:1 
percent io Ontario, 14 percent io the Maritime Provioces, 
and 7 percent io Quebec. 
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BNGLISII ATTITUDES TOWARDS THE UNITED STATES 1 

The Ens:liih pre~~ throughout the put •Is monthl b.u been uniformly hiendl7 
iD it.t aultude towAtdt A.meriea, loud in. ita pr&LM of American mJlit.a.ry and naval 
.u~ ha.rdl11• enlhUila&tie about Amtrieao war produetio.c:. a.od ~r lO 
promole a lal!itr -•re of An~American -peralloo both durios aod olwr 
the war. latuet wbkh mi&ht. well have &rletn over the Amerie&n in'fuion ot 
Sritiah tpheru ol lnterMt. ln. Africa, in South America, and in the Near Eut, 
though no doubt troubleeome to thoee in hl&b pla.oea, have found batdl:y an1 o.x· 
preeelon either to t,be public preu or in the de.b&WII t.o Parl.l&ment.. 

Though t.he 0Ml&o al1a1r in North Alrtc.a. hu oot. helped matten, there u.. on 
the whole, much lw evidence in England ol tctt~lon lo the relationa ol the two 
countrica than thoro wae lu tho six mont.ha lmmodl.atoly succeedlog Pe&rl Harbor. 
Tbla bu no doub~ boon due In pm to lhe ouc....., ollhe UoiWd St.aW. In the 
PAcifie. It ta probably due in pMt also to lncreulna awareoe&~ that the cloeeei 
cooperation wllh the United States off en the bNt promi.H not only of winning tbe 
w·ar but. abo of •·Inning the peace.. The heroic tfrortl ol the RUMianl: ttill con­
tinue &o oommaod the admi.r6\ioo of the Encllab ra.nk e.nd rue, but escept a.monc 
a bAodtul ot Communists there is little evl&nee In E~d of de. kinahip w'l\b 
the Ruoolant. The Eusll&b n:joiee In Ruoolan mllllaty pro,..... asofnn the 
co=• e .. my, bul they _,w, thai Ruoola to 8cbUos her.,..,. fi«bl lor her 
own purpoect, and they are not at all oertaln that. l.heee purpoeeJ are ootUJOnAnl. 
.;t,b their own. Toward~ America, however, En1llah tteUng it increulngly that 
of common acUon toward thG common end. Thta feeling h.a.t clearly been lnte.llll· 
tied by joint. plantllng, by Joint aotion on the hlgb teN and In North Afrtea, and 
by the uttcrancot or American statesmen, particularly Mr. WtlUace, Mr. Hull, 
Mr. We11ct, and Mr. Pcrklo.a, on poat-war &.ln'ltl. 

KiruM,oftd Candor 
Indeed, I< to probtoble that the E•slloh are mueh moN eonoeloUI ol kllllhlp 

with Amt-rieaoa tbao Amerie&DI are ol JdDtb.fp whb lbe EQ~liah. There II ooth· 
iDe lo the E•slloh - eomparehle wllb the anti-Britloh oeotimonl that per­
meaua an Important p&n. of the American ~· Probably Americana are 
mueh 1etoo COIIKioua o( <hel.r need lor Britloh help <haD !he Englllb are o1 their 
Deed lor Amerlcao belp. In ant caae, tbo En&Jlab t.n l.btlr :publle uu.eraocee, 
not only to tho pre. but increuingly In &be Hou.ae ol Commoaa, appear to be 
A1m01t patb"lc:ally an.sioua to avoid glvlna o«eDM t.o America. For that 
reuon lt. lt perhape not. &lt.ogether sale t.o accept. the English preu N lranldy 
expreAfve ol Englltb tooling towards America. 

In tllle re"pcct. tho EngU~h wookllee aro much more outepoken, and on occ&~~lon 

I BMed OD • llltllloOr'Udllm prtpjnd. to &ht a..rdl. t.04 AOIJ.rtll On.ocll ol tbt OtDot ol BtJ•t.ecto .... ,_ 
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mu<b mo.- erltleol, ol America than..., the Ea&llab claW... It would be bard to 
8nd oo ehhtr ~&de ot the Ai..la!IUc a more unblued bu\ at. tM ume tlme a"­
lablblled analyo!o o1 Americaa attitudeo, polldeo, and potformao- than IJ> tbo 
Londoo &.MMill. Equally frank are JullaD Buxloy'o &rtlcl• on Ameri ... 
&11'1.111 ln the London New $t.ott_.tM-" 4"41 NGliOA. But t.ho dreulatlon of tudt 
periodlcall 1.1 ve" limited, and they ean hardly be taken eltber to reftect. o r to b) 
larse meuure to dlrec&. EngllJb opinion. 

Jn general, tho EngiJab dally pre~~ Jimita lt.e attention to thoee matte.l"' about 
Amtrlca which have a dJrect. bearing upon Anglo-American relatlont. It slvet a 
great deal of attention to American military a nd naval opt_ratlon~J, American war 
produotlon, American war a.ims, and Americao poet·w&r planning. It Jt, a)moet 
without. exception, enthutlatlio about Preefdent Rooecvolt, Tbla enthualaera 
early traDJtcrrcd ltee.U to Mn. Re>c:~~evelt on her recent vltlt to England. 

1'A1 El•diOM 
So tar u the lnt.emAl dalrt or the United State. a.re concerned En.gl.llh eor:o­

ment hw In the maln been confined to the Amutt.an eleetlona.1 EAtl7 ln the 
tummer, mon of the Enclilh dailiee predicted .an lneruted majorh.y tor the 
Dt:mouadc Pany i alter tbe primaries they were DOl to •u.re~ and liter the elteliol 
they W6t maJnt1 oonctrntd with polntlD& ou\ that tbe Republloao victory, 10 far 
M I\ wae DO\ due to mert:t1 loeal ea~ wu to be Interpreted chJefly at a etl1 for 
more vlaol'OUI e.« on. In th• prceeeution of the war. Tbe Loodoo B.ccruM:itl. bow· 
•vtr, llnld: q-u.lteuothernotein an&rt.ielewbleh btu~ a thle-Ltct.ift T~ 
remlAllotot. o1 Luee'• notorioul a ttack upon Britain in a ~t. number of Lilt.. 
.. Amulcana:• It declared, "have voted foT dead panyloyaJliM and Uvtna medJoe­
rltlel ••• for the equivalents of the men who told Abraham Unoola. that. he wN 
qui~ wrong. • . • Jn tbll electJon, Nln t-he prlmarlea, t&. hM not. done any harm 
t.o have h~ a moet vulnerable preo-Pear1 Harbor record • • • To reproaent. thil 
vote u cblefty ao expreaion of the wiU of the American people t.0 wage mort 
vlsorout war It to dll])lay a power of faith that lt daogerou1, If very Engllab. 
Pre.ldent. ROOI6velt 11 weakened, not etrengtbenedJ by t ho repudlat.lon of hie 
friend• and tho election of bl.s enemies. . • . To do tho victors In ~hl.e election 
jUJtloe, they are not. dlllj)08td to Impose tbelr p•U.cm on 'be world. They want 
victory ••• but> they do not wlah to U8e victory for any oohe.rcnt. purpoee ..• • 
The people of tho Unitod State. eeem this year to have vot.cl to wap wu wUh C.be 
annt of tbo fteth but nol> the arms ot the spirit. • • • lt. Ia by no mean~ oert.ain 
that the vletory dON not mtaa a rt-tum to B.&rdlngllm." 

Prowcdlio• 
FO< tho -t pan, up .... loao of disagreement between £ncl&nd and Amerfco 

U. tbo EOJlloh p,_ have t-n pn>vokod by Americaa erlllclom af EllcW>cL lo 
_.,al, tho Enalllh havolpo:ed tho pomlDI&I .trulen .. ol Colooel MoCormlek, 
()&plaiD Pau.,..., Mr. Hearol, and A.o&Jopboboo of tho~ l<ldMy, bu> they .,.,. 
provoked bylhe attaek ol Mr. Luoe iD Lift., \be eseeoct of whlcb wu that A.merlea 
wu not ft&btJng to bold tho British Empiro wceth•r and clld no~ m.... 1<1 hi 
uplolled by Ell&l&nd for tbo~ pu.,._, On the wbolo, the Ein&lllh papera tDClk 

l'rbt...-..wn:k ~C'DCI.tl&cknl~a:.ct~~bl~ud8Jr"''&l14r CJtrCIWIYidliO.A.=-tca 
to'IUtcliOIDt eoukMnltoD Cl AIDiflcu Indo WIJou. 
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the manu ~l1 and ft.re eonc.at. either to point. out lhN Mr. Luct did no&. 
,ptt.t for Amtrlca. or eJ.te to quoto Dorothy Tbompeo.n•a brw.dca.tt rtluUoa him. 
S'one o1 them were a.nythlna Uke 10 outspoken u Vernoa Bart.le.U. wN in Me 
~unicatlon 10 UJ• on the oubJoc< (Life, O.IOber 26). 

Tbe Luoo Jetter .... ., JOOD foraot.~a. but> Ita crltleal at.titudo t.owud BrftJab 
imperial pollcy oontlnued to Gnd expreea:lon in America and wu brous.bt. oooe 
again forcibly to tbe at~ntlon of the English by Mr. Wilkie'• bro&dc:Nt on 
October 26. Jt. I• true that. WUUdc•• au.ae.k. upon the Brittab poUcyln Jndl• 
wu a reflection rAther ol anti·Brltleh eentlmen\.8 which be en countered In tho 
Far f.:Nt. at. larM;O t.han of any e-pec:ial knowledge of lndJ•. Neverthelt!M1 
lt. wM n«Jvcd In good p.,t. by tho Engl.l.ah prcu, and In paperw Uke tho Ma,.,. 
rltuttr G14ardio", tho N"11 Stott8mOr1, •nd the &onomi•l was even Al)plauded. 

Tbte wa.e due ln part. t.o the fAct t.hat many tnftue-ntial En.s lll!h papert. Inch• dins 
even tbe London '11mu, have been critical of the sovernme.nt.'• Indian policy. 
lit wae due no doubt. In .,.,t a.lto to ,.fr. Willkie'e commanding poeltlon t.n American 
poUtlct. ln any c&H, the tuuo pueed without. m.wm and may enn ha ve te"ed 
lO good purpoM! by awU:enfns the Enaliah to a realisation of the laet that. tbetr 
•hole fmperlal policy called fo r eareful KtUtlny. Margery Pe:rba.m'• tpHitJ 
artl<:le on America a.od tM Empl~ fn the Londoo Ti"'u for N'oYU'Ibrtr 20 &nd 
21. and 1be brllllaot. edlwut&l on the same aubject. in lht: tame paper on November 
21 c18rl.1 admit that Am•rl- erltielem, though ill-Wormed, lo not wllh<Mit 
r..;.dalloo and call for another app..,..b to o.be oolonial problem lbao Cburobill'o 
.. We ~ to bold our own ... 

FM«Wr. FI'Om tltt A.BF 
The problem of Anslo-America.n cooperation bas, of couree. been brought. moe:t 

forcibly homo to the BriUih by the pJ'Me.Uoe or largo own bert of Amerlct.D troopt 
in J\ortb Ireland and In Ensland. Upon the attitude of the Engll.eh t.owarde 
t.heee v1aitort we h&ve abundant ovldenoo from many 110u.roet, though the Englleb 
ne,o;ap&pcrt have rell'otlvel:y little to MY about. lt. In general, the Amcrlct.IUI havo 
been well received, and tho Engllth have made heroic etrortt to mako them feel ai 
home. Tha" h.avo been fKIU\O complaint.& of American arroganea, a few of 
American dtunkennell, and quito A little re&entment amon& the Enslith at what 
they ooneide.r tho unequal treatment of American negro t.roope by their white 
eompalrlot.. 

Tbe chief caUICI of friction, however, appear to arise out of t-ho relaUvely blah 
pay of American t.roop6 w·hlc:h give them greattr spe.ndi.nl power and lft&tor 
aurac:tlnn.eea to lower-elaa En.slb.h girls. h. baa been tuue.l.ed more tban ooee 
iA EoPnd that tho lnoq.WIIIoo of pay might be ""'t if part o1 tho oolcller'o P61 
Wtre wilbbeld and eredllOd to b!m for use in A.mHieL Hoetile erllldlm or 
A.rnuiean troopt haa apparently been much mo.re proMUDoed in Nonh IrelAnd 
than 1J> Eopncl. Tber have •••• bo<n clws<d tb..., wio.b op.....un, Infantile 
paralyolo and wio.b dNAf"'t 1""01 hub glriL Tbio may be takto ao a o evldenoo 
ol Na&i PI"'f)aa&nda.. wble.b ll rift ia JTelaod &Del is doiql\.8 belt to lOW d-.n~loo 
between Allie..• 

• U tll'tllONd rrom A...v.lla tbtl t.IMehW -d hiclloo wiUI A1DerlcM 11'001» \bert we.: (I) c.bM t.bo1 
u.,.mon IIIODlT: (I) lll•t llloJ bi901111Gr0 ~bM!oo: (1) 1.bat th.7 bantiiWWJ valb'IDI Uld Uwdon""' 
mort OUnd.IYO \0 the ltaat:nblo 0)'0. 
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SP.OBET 

L' Al•i,. Dorloft 
Tbelat.el:t manltet\aUoo olfrietkm between Eql&od and America leln eoa.neo, 

Uon with \M Dar\a.n tJfair in North Afriea. To eomo ene.nt lhll hal heeD the 
natural outcome of tho difrui.n&attitudes ot lhe Britiah and the Amerleans toW'Il'd. 
the VIchy Government. Tho British have ne,•er been a·troocly In aympatby ~ 
lbe American dllpo~ltlon to keep on speaking t.e.m\1 with Vle.by. l na·t.ead, the, 
bavo 1iven full tupport to De Gaulle a.nd the Free t"reneh and have lntltt.ed thli 
Vichy and aU lt. parUun1, P6t.ain, Darla.n, and L&valln particular, were enemlel 
and ahould be treated u •ucb. So, when General f.:lecnhowf! r camo to Ulf'Dll wtUt 
Darlan, thoro aroee a1moet. at once a loud outery In the EngUsh proM and In tbt 
EnglU!h lloueo of Commont. Nowepapots Uke t he Dail .. lltrold (labor) and the 
Nf.tl'l CAro"icl• (IIbera)), which generally take a very friendly attitude toward 'be: 
United 8 t.t.cl, have been part1eularly out.poken. 

Tbe lltrald calla upon the Prime Mint.ter to mako a publlo .tate.ment u to 
wbero Brlt.alo ttanda and w~t American lnte-nt.ion• are. Tho NtYf CA,.._ldc 
remarlu, " We believe that were the proper reetrain\1 or war&lme not oow oper• 
ath·e,, tbe,.. would be a popula.t out.ery tn this country .,.tnet the de.l wllh Dartu 
eompuable to the uprlatn& ol public opinion. t.pi.net the llot.t•Laval deal• 
Tbe t..ondoo Ti•• Ia more moderate but a1Ul bottUe. The &oMiftiet (November 
21) &OM 10 tar u to u.y, .. h ia doub\lul whether the tntuYen\loo ol Dt.rlao altered 
tb.aetual eou.n~eolevea&.sby more than a few houra a t the moe1:," and cooc.t~ 
utbere ~ a 1\r&nll and frl&ht.ening coo\n.lt. between tbl ffi:~Wk.able mUJu.ry 
cooperation whh~.h bu altered the whole race ol tbe war in a fOfU)Icht and U. 
oomp\e.to ablenoe of any politleal counterpart." 

In the UoUM ol Commons members were even more outepoke.n. The foUowbtc 
commen\.t are l.yplclll. ..In the view ot a large numbt.r ot people In lbil country, 
Dartan mutt. go." ' rl• General de Gaulle • • • to ~ eae.riftoed to D&rtu 
Lhe rat.f • • , The et.a tement or Preeide:ns. Roo8evelt. dOt'!l not. help ua. Tt 
put. tblnp right Darlan mul!t. bo removed At. once." " Aro •·e to undenta.nd tlu.~ 
t.ho poelt.lon hM now been re&ched in whic:b a Ooneral In tho Reid Is allowed to 
decide tho governmenl.'w allies in the war?" On the 26~b of N'ovembor pe.rml.ssion 
wu Mkcd t.o d!J!cuss a motion wblcb began, ''That lhiiJ hoUM Is of the opinion thal 
our relations with Adm.lral Oarlan and h is kind are lnconeUIU,nt. wl~h the ldeab 
tor which we enlered and are fighting this war." 

n. SlraiM o/ OcptM~1W:· 
Mr. Eden, N ltader of the Commons. baa done hit bee&. to qulet. &hla ~t.~1'-t.tioo. 

and baa publlely announced Britb.b offie.i.al eDdonemen&. of Oene.ral Elalt.obo.Ua 
policy In North Afrle&. But it b quite apparent th.al eentlmtDt In ea,Laod It 
runnl.n& 1tron1 ap.intt Lbe Darla.n arrangement. and that theN lt a deADht 
uodtrtUmnt of m~entment. at tbe United St.ata la. ooa.equenco. One. member ol 
I be Houe or CommoOJ: obeen-ed tbat the Brltlab "&Ovtroment. do not. d.a.N 10 do 
anythlns becaute 1bt1 ba,•e to move to tbe tune whic.b lt played by the piper II 
New York.'' And lbe aame eentiment appears. in t.he weekly aurvflye or BritiD 
oplnloo made by the Mfnlatry ot lnlormation. Noc. tor exa.mple the toUowtq: 
"~.tany chink Amt.rlcaoe are cbJefiy ree.ponalble for prMtnt arnns:e.menta witll 
Da.rlan. Somo &~~e.rt that if our keeone.ea to pleue t.be Rulllan• wero half o1 
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that to pk:Me lhe Amtrie&N-, the wv ml&bt end aoooer. Truat. iD Rooee•t:lt S. 
dtdioing." 

l t. is lnc.reatloc \oO obteno Lha.\. tbe liberal and labor paper~ and the labor 
membe.n o1 tb• lloUM ol CommoDI have been moet vociluou.ei.D t-hla at.tac.k upon 
D&rlf.n, And tt. 11 not wiLbout. ll.&nificanee that. in t.he u:pre.ee~n ot publlo opinion 
the point Ia onoe moN ralled tht.L more attention ahould be paid to Ruata and 
lees 1.0 the United 8"-*· h. would be dangeroua t.o conclude., bowevt.r, that. tbo 
rank and Ble of the EnaU•h lean towar!h Ruu.la, the upper cl"** toward America. 
What. we bad beC..t.at lAY t1 that. the En.g:lll!h are becoming increulngly ooneclou• 
of t.he.ir dep<~.ndcnc.e. on t.he Unlt.ed States and a lit:tJe resentful of the fact. It may 
be thAt thiJ tOICDtmont Le (lUickened among o rdinary Engli8h tolk by oocJ.Bional 
revcl.ttiont or arrogan" on t he part or tho American troope atatlonod among 
them. They tend t.o romaaUclae about the R~ians, but they realh o that. they 
bave ~live with ue. 

APPENDIX II 

T URKEY'S FOOD POSITION 1 

Sbort.A&ee o1 certain tood.l ln Turkty, whlle by DO meant acute from tbt etand.· 
point of Mallb, ha•• a ppare:Dtl1 con.•ioced the United NaUoa.t ol .tbe need tor 
coat.inued uport. ot wheat to that country. Apart from humJ.nitanao lmpulalel, 
the Alliee ~m to be motJvated by consideration ol tbe following advantq:oe: 
receipt of grain trom the Unlt.ed Natlonaahould improve Turk.lsb c.lvUlan morale 
and generate fr1e:ndly roellnp toward t.he pro\<iders; It ebould atre.n.sthtn l,e 
Turlti!h Ooveroment.'t tatth In our lend.•lea&e commit-ment!; and, fi nally, I e. 11hould 
help t.o butld up aupplfaeln A.lll.rt.tt.glo 36CtOr or the Middle Eu\. 

Accordingly, t ho Unlt.od St.atea and Great. Britf.in bavo ahlpped bet. ween 100,000 
a.nd 200,000 toJUI or wheat. to Turkey d u ring t bc pa.st. year. Turkey hopM t-o 
coMinue import~! on ae largo a Male tn 1943, II necessary. 

The llmldng factor on tho amount of gra.in wbic.h c:a.n be ecnt. t.o Turkoy Is, 
or eouree, flhlpplns. The Turks have t ried to arrange for French ~tblpt to u ane· 
port it. but. recent. developmcnt.l have probably eli.mlnated t.hat. po~~~lblllt.y. The 
United St.atee bu a,greed to s:lve wheat priority over all other ahtpmenu to 
Turkey and hu contented to provide an.y amount. ol -.rhe.at wblcb t.ho Turks 
may want-, within reuoo: but. we have made i\ cl9.r that we c:.anoo&. underuke 
&.a proYkie t.tanapott.a tlon for h . 

n.s,....,. 
Com~ wllh l bo poop ... or •-b1 Euro.-n and Middle F..mm countri.,., 

of coune, tbe Turb can hardly be do.eribed as having a rood abort.aae a \. aU. 
Tbei.r auppUee of lecuma, olive oil, tbetp'l milk cheeee, dried fruit, a nd nuta 
appt.&r to be aufficlcot t o meet the average eitiaen'a dietary upec.tatlone. But 
io meat. and-more Importantly-In bread, Turkey is upe.rleneln& lo om.tJn 

I a...4 OD aiDtiDOf'UidWII 01 Ult R.tew'd~Uid J..aal,. Brt.lldlOI LbaOIBol oiiCRMCit ........ 
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SECRET 

area~ a deftdt. crave eooqb to neceeeitate rations wbleb, for a t le&st eome lllet.Soat 
of the publlo. are <kftni\dy 111.1boonnal. 

Mtot 
The eurre.nt. thorLqe of meaL ea.n be traced In la11e meaeure &.o tbe .. ..., 

•·Inter ot 10...1-42, whleb La estimated to have killed about 2,000,000 bead ot 
Uvtttock and to have reduced dra.stically the acreage or fodder cropt. In addi. 
Uon, largo requisitions by the Army and the relucta.nee or peaun\e to eeU at 
prevailing prleefJ have further eurtaUed stocks available to the public. 

Bread 
Turkey'• bread tbort.ago Is &be more remarkable In view or tho taQt. that tbe 

oountry It pmumM to h6vo had repeated 11carry-over~" ot grain. Becawe cf 
the record oropt or 1938, 1939, and 1940, wheat. at.oclca either In government or 
In private hands mutt have amounted to nearly 1,000,000 tona at. the time of \lit 
1041 harveat-e\•en it one makea libenl allo'A·anoet for grain wt.~ted, u.eed I& 

l!leed, or ttd t.o Uveet.oelt. Under ordina.ry dre.umat.anoee, euch a at.ockpile wocDI 
ha\'0 been more than enough t.o otreeL the poor wheat harveet.t ot 1041 and 19U. 

That It hu not e.utliced mUA be au.ribut.ed to l.nc.rftiOd Nqulrt.me.ote a.ad &.t 

wakntRetln thecounlf'y't distribution·~ 

RUe i" R~tliruttrth 
With &he bulldins up of the Army and the dlvuelon of mAny penona to more 

ac&lve puntuita, the nation'• need for food Otlergy hu bee.n lncrtt.Md. SiOCII' 
bread Is T\lrkey'a eblef 80urte or that energy, 'he demand hu r&M.n u.rreepoad­
inJCiy. 

Ration" lnf'tituted early Ln 1942 amounted to 730 a:rama dally for aoldie~ 
pt.M-1\nlt, 1\nd manual labD~n1, 375 granu for otbtr adultt, and 1&7 gra.l'tl8 for 

children-or an ave.rasc or 550 gnms for t.be population M a whole. Thla "'" 
roughly 'he flAm e as J>ro~wllt average oonsumpUon, but. alnco rcquJremonta bad 
risen, the rAI Ion• were lower than the amount.es which would have been conaumed 
If controls h.ad not o:<i!ted.. The incideneool tbeeeeontrola hM been borne by tbe 
ICM &Olivo adult.!! and chUdre.n. Furthermon~, auCCOMive cute In rl\tlont haY"t 
fAllen on lbCIC t\11'0 19"0UP4, wbile tbe allowancee for htavy worken, eoldlel"8, aDd 
veuant. tuwo bl!!tn maintained. 

1/oonli...,, ~bile ond P,.iJ!O.le 

Unleu tho Oon:rn~nt. h&~J conoealod stoekt or gralo .omewbere-whi~ 
would be dJI!kult oo any I~ aeale-it. seems unlikely \hat, otlldal r'NUYf!t hart J 
been latp e.nou.@h t.o deet. the eount:r)''a \otal market tuppty to a.ny a:i.gnifte&ll 
dtSf". PubUc a\orap capacity is [Dadequa.u to take eatt of moftl tba.n a uaaJ 
pe~nt-.p of the ~arly crop. 

Ora.Jn hoardi.n3 by the peaean~. howe,·er, h.u been a cardinal ta.c&or in the 
prtttn t • Jtuallon. Wheat produetJon i.5 carried on b7 10me 4,(MXM)00 (AnXIflfl 

teattet«l tbrou1hout Turkey, and &be problem or eollecd"' their •tort'!lt-it tbeJ 
are reluctant. lO .eU- Lt extremeJy dift'icul&.. Their sraln It ato~ In undersrouad 
pit. eoverod with (tttAw, in amall viU&~e6 all over Turkey. Slnoo tho prices oow 
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o!ered by th~ Govemft)tn\ are oot very att.raeth·e to the farmers. \he latter a.re 
doubU.. boldin& I>Kk a larp aha"' ol lbeir oupplleo. with lhe aim ol 10W114 a \ 
18St a p&l1 o.n. tM black market. Repeated requisitiona by the OovemmenL bavt 
tailed to brill& forth anythln1 Hkt tbt dfe:ired qua.otiUee:. 

1'nttaqoreGlt'm 
The problem of araln dlatribuUon It accravated by the ceograpbleal.eparaUon 

o1 wbtat.-producln& from wbcakonaumin,g arta~. Non-wheat producera.. num. 
bering over half ot Turkey'• POJmlaUon, Ate 1ocat«l ehle.8y alon& the .aboard at 
a eoMiderab1e diti·tance from t he Centra.l Anatolian Plateau, which l.a Turkey'• 
richest wheat.)noduclns aru. Since Turkey's chronle lack or rolllng stock hu 
~:>ten further neoentuat.od by the t t.ralu of mlllt.ar y movement&, and alnoo t ho l ub-­
marine menaoe hu probably dive-rted to t he railroads m uch of the OO&ttal ahfpplng 
~·bleb ordina.rtly travented t he Black &a, a bottlenecll in trantport hN-nol 

unex-peetodly-occurred. 
h may be noted that tblt dUHculiy In oollecttns and tranaportlna pain to the 

eilles hu it. &dvantacoou• upeet.. for the. Go,·ernrnent: beaidet w-ardlnc off 
demands for ,..rn from the ~ N~nllon of grain by tbe peauntt provld• • 
tillfepard In eue ollnvuloo. Sfooe \.bo bea\'iett output. of wheat t.aket plaolln 
tbe ial-t'rior and ll bidden there lo numeroua ama1l caebr.t ao eoemy foree could 
oot. easily approprtll~ I&.. 

APPENDIX m 
"MAPS FOR A NEW WORLD" 1 

Ene-mies or tho Naall have frequently, during t.be course ot this war, made them 
a present or pt.yc.hologlcnl we&pont. But in no caae perhapa have Lh086 blundert 
produced t~uch unlortunat.c cfrccWt In eo many dift'cront. eountrie. A8 tho now 
notoriout article, "Map~ lo"or A New World," by Profe880r 0eOf'K6 T. lttnncr or 
Teaohcr'a Collc1e, Columbla Unlvora.lt.y (pubU8hed in tho Juno 6, JQ42, lMuo of 
Collierf). Tbe.odore Kt.ufman'• book, Otrmonv Mv•t Perifle, whlch .clvocaLet 
the sterilitaUon or aU OonnAOM, hM been tran&lated by the Naala ln1.0 German, 
ectuipped witb a t,rlck~pho~graphy trontltpieoe ahowing Preildent R.OOH\'tl'­
dict.alina lte con~nte, and <A' Idtly dltee.minated amon& "1\e IVt.hrMOCAI. Slr 
Robert Vanait.tari' tlndlc1.meot ol the Oenuau people hal proved enrtmtly UHful 
w Goebbels' men In ooen•lnc.lns the Getlil&nl Lbat tb~y have no otMr ooui'M but. 
to 6&bt on and 1-tave ott uuer dM.ruetiou. NeiLbe.r ol tb<wo inJtanoea. however, 
hu provoked ftpt.rew.lon• qWto u widespread and Ill aeriout u Prof~r 
Rtoot.r'a. 

WMt Rtrtr&tr Pro,oafd 
Purportinc to prettnt. a ••brave new •-or-ld redesianed for lutlnc puce/' 

lfr. Re.n.ner't three eo&orfUl mape not only di:!paee arbitrarily of aU aoclent, 

' BMe4 00 a. IIWIIOft~UDl prt5*t(J 1JT tbt il.-.rdl aDd ACiillpS. Bl'Uk'b 01 th4 Om- Cit 8U.\4115e ... _. 

r 
I 
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rankHnc, t.errit.orial eontrovenif.t., but In tD'ect., wipe out tbe lndepoadeau. e.n.w... 
or every tmall nation in Europe. (See map). Swlturlan.d Ja p&rthloned ArrloQ( 

France, Oermany, and ha1y i Jlor·tugall.e twallowed up by Bpa.ln; Belclum IQd 

JJolland are divided among France, Oermany, a.nd England, which It glvu 1 

portion ol both, u well at aU of I roland; £etol)JA goea t.o HThe United Stat.t.or 
Fennoseaodla," LatviA to tho U. S. S. R., and Lithuania LO ••caecho~Polab,• 
Fr&noe get. a portion or SJ)Ain i an enormous new GermAny Include• not oQ!1 
AlMc&-LorT&ine_ Sehleswfa:·Holtteln, and t.bote port.ioru at Doll&nd, &let-. 
and Swiuvi&Dd, w..r.cly mentioned, but &loo all ol weswn Poi&Dd, lhe Sullo..._ 
land, AUitria, Hunpry, &nd pari. or Rumania. Italy, on tbe otbu hu4, IMI 
Co .. lca, Nloo, and Savoy, u ,...u u lhe whole D&lm&ti&D _.. Rual& loooo 1o 

" Feaooeeandia" tbe Kola Penla.tula and .~Ca.nU... bu&. reeelv-ee from Tur~ u. 
whole European..,.,., ol t.he Blaek S.. &Od the Su.ito, wbile Turkt11tlfi>Jilt, 
Iraq, aod portion~ of lran. Tbe uwly--creat.ed Balkan Union bat tbut oo ou\lft 
to the Adriatic or the Btaek Sta. 

In Afric:!&, S·pain geta ~he eout. ot Frenc.b. Moroceo.lt&ly a bu,ge Ubya ext.endl.rc 
fiOU\h t.o the Congo, and Germany a great. block of Belgian, Portugueae, FrtDdl 

and BriUsh colonies. Jn Alia, tho nuulan Maritime Province it oeded to Ja~ 
which keeps Korea, Form01a, and a large number or Paclflc iiJand.a; areat .,_ 
or China are oede<l to llu.sia.: India aonexe• Burma, a.nd it divided loto tepante I 
Moalem and Hindu al.a.t.tai Sle.m aod Indochina a.re tuaed. 

u ... , ... Arli<U 

It 'hllatagge:ri.ng eolution of the world'• m... whieb nat. Mit lnt.o DM-rl7 •flrY 

ut.ant 1riev&noe bet•een aaUona, bad bH:o generally Mpn:led mtrtiJ' &au 
ln•t&nce of one DWl'l irretpOnalbiUtJ, U would, pe:rhas-. have done little b.am. 
Tho A.s5t, however, hu ubed upon Profeuor Renner'• map., declared th•t. tbef 
raprc.enr. officlal Amerkan policy tor the poat.wa.r world, •nd made 1ptc:laJ • 
ot them in 'bOle countries where tbey would bett. .ae.rve Jtl tntereat.. 

Norllt llfdca 

North Arrica i.s the only region cloeo to operat.io01 in which tho IU't·lolo bu u 
ye\. boon UJI(Id. ln mld~Sept.e.mber, 'bo Na&l Armistice Commlaa:loo in F~Dcll 
Morocco drew t.be a\.ten\lon of Prench authorities to tho mape. Naturally, the 
future allotted by Renner botb to France aod r.o French Morocoo tawed a Vfr7 

coo..Jder&ble •tlr. O.nval NO<~ blmoell ap~ 1<> bellove 8rml1 WI 
Amorlean poor....,,. ...., p.ld b7 tb& Oovtrnment, &Od tb&t tbolr utt.oran• .,. 
tbemore official. All that our nprMtnU.live. CIOU.Id u.y to the eoauvr railed .. 
eonwiPN N~ that Renner le o.nly a pri'l&le eitiu.o. Early In OclOber, i' YM 
authoritath'O!y ,.pomd !rom Cu&bl&nea tbot Vlcb1 milll&r1 &Od navallnteUI&t• 
offiott1 weN' clreulattnc &be artlelt '0 Uoe oflleen. Only three dayt beto,. Ult 
beginning of our invNion, &po"o, 'be pro-.Uia Spt.nilh paper In Ta.ogttr, t.oot 
up tbe cry. Renner'& map, lr. 111ald, dHervee att.ention becaute hill "rank M a 
unlvorelty prOf~.uor and bit clOMt relatloOJhlp with political circlet In WubJoatoo 
lndlcalo tbat. hll lde.u &1'6 vf!ry Jnftuontlal jn tho United St•tet.11 
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7\utq 
Foremott. amonc neutral countriM wbere the a.rtlele bu beto uaed by tbe Axle 

i.8 Turkey, whoeo cood will il ot obvioUIImport.ana. to the United Na.,lot\1. For 
centurlet the Turb bave tougbt Ruuian pret.enalooa t.o the Darda.nellee, and etltl 
actively 1u.~pect Ru.la or ambltio01 to control them. Tbua Renner'• bland 
a-ono~o~noernent thAt wo mwt a.vold the mllt&kee of V.....utea and at the next 
p<t<O cl•• tbe St.rallo I<> RUIOI• . wu weU ealculaled I<> llann lhe Turka. 

Tbe a.- lakin& clever &dvantop ol t.bla, t.lmed \heir two pro-d& 
eampalcnt lO oolnc.kSo with the two molt lmport6ot. AmeriOUII movea to wtn 
Turkor-WOW.'o vlaU I<> Turkey, and tbo vlolt ot a IIOUP ct Turkioh a-por· 
,... 1<> tb& UaU&d 8l&l& 

On A-t 26, d\llloa lhe necoll&tlon& r .. Mr. WWkla'o ,_.,tlon, lhe ll«1DalJ1 
p.ro-A:da paper C..MiutriNd rt.D AD article by IY mUit.a.ry commentator, Geotral 
Erti1et, who ex.p......S hll fear that the Renner procram uclvea; a.a lnk.l.ina ot 
what may happen lD eue o1 an Amulean world vio&.ory," and linked WUikle't 
for,beomlnc vliU. with Re.n.otr't propoealt. Tbil t.onuendo appenntly had Itt 
efJoe\ In b{l.h quMt.era. Oo Ausutt 27, tho Forelan Mlnlater, Numao Bet, told 
our AmbUI&dor tha~ Prime Mlnl!ter Sart.co&lu • nd Proeldent Jnonu had for aomo 
time been planuLns \o be ou~ of town •t the time when, I' oow •ppe&.r&d, WUUtlo 
wu e-.pected. Numa.n alto railed the problem proeonted by Willkle't plano---an 
army bomber &Od lt.l cr.lw, neither ol wh.lch w-u tethnlcalbr permitted to enter 
Turkey. Tho coo toot aod tone ot tbe Fore(Ca MlDll&.er'l 1\a.t.emeot.l were. lD tbt 
opinioo o1 our AmbAII&dor, ''partiall_y th• rwult of'' Oeoeral Erknet'1 articl6. 

A month latu, uthut:iutic despatebn from tbe Turks.h oenpapHmen vWtloa 
lhe Uaited StaU. bopn 1<> appou Ia lhe Turklab p-: a t thlo polat lhe ~ 
rftUfCitated Renner. Tbe As»4ublidised Pl"'l8 put on a eoUd week of propra.. 
pod&. Referrin& to Heuer as '~bia world fa.mout profeaeor of profeuon, . . . 
thll bl&hly reapect«<IC!ientiat.'' Ta.niri Bfkor decland: '"l''rla map it bMed upon 
tbe eo--eall6d huma.oe principlM of t,he Atlantic Chatter . • • bta.nbul and tho 
StrAit. h•ve bocn In Turkey-'ll po&eeUlon for ne•rly 8ve oenturlee-tb.&t. ll, 8fty 
years before \be dltoovery of America. Wo on ou.r part now aak \he eateemed 
proressor on what. grou.nd• and aut,borlt.y he 1.110 ltnoroutly glvins Turk lab rlghtt 
and T~o~rkllh territory to ot-hera. Before reoelvln& an anawe.r to tbil quettlon, 
bo~·eve:r, we bt:reby declare our national hatred of tbil Mprellioo of utter non· 
aenae In Amt.rlea.'' 

Tbil deAt.nt uU.tn.nee waa followed up In the next day'• &1ft PHl4 witb • 
typical Nu l propec&nd& e~t: tba\. Re.a.ntr ·~u &.QM)Q& the uperta CIOn· 
- by 11M United Sl&,.. Oovunmeat Ia tbo Pf"p&ration ot the Atl&ntlo 
Clwte.." A a Amorie&n ckai&l tb&t tbe artldo wu olllc:i&l wu puabocl ooon>tuU7 
ukle: "We know onl1 too well 'be importan' place wbkb Columbia Ua.ivenlr.y 
of New York O«upiee tn the fttld of Amerlea.n cui cur.." Toniri T:!lhr coallnued 
tbe at~k: 11 We would Uke to t:oow what would be tbo reaction of Amerleua &Od 
tbeir prt~t~~lf ono of our profeeeora we:t6 to atato that tbo Pan.a..m..a C&nllthould be 
ntume.d to Colomb I•. it.t rightlul owner. • . • The rldleu1oUJ vieft of thll pro.. 
fe&IOt do not In t.heDllfllv61 ooo.etltute the only lndlca.Uon leadins ua to turml.tt 
tb&t tbe prlnclpl .. ol tbe Atlantic Cb&rtAtr aro, like ~- ol Prcoldent Wlloon, 
onl7 a trap laid to deceive humanity." 
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SECRET 
Jkclom &ddt " Ooebbeb touch. 11T hlt! b loekhe4Ld or a profCQor U. no atr&q 

to Ute author, wlao met. hJm Jn latanbul •ome twenty4 ftve ye&r~ "10 1.8 a ~ 
danelnc in tho llrett to tho tune or a Turkish aoup detJer chol)plllr& tripe. ... 
c.blldilb t:oouch \o believe hll Jewish culde, who told hlm that. tht. ... a~ 
polk,a played on a special lnnrument. Thls may ht:tp to throw tome U&bt OQ U. authority of thla ernJnent.l)rofeuor." 

Picking out tho t-heme. or thHC iMpln.'<l artlehlt, Rome rad.io, loa broac~aRt. 
Turklah, quoiO<l the Turklah.,.... as eaylnc lbalanythlnc u.n happen In Aaodoo. 
buliballhla IMid<nt deriv01111 &lplllcOMe from lbo lac\ thai Prot_,.~ 
"ia the ,·ery ume man who •·u ealled M a geography e-xpe:rt. aboard the p~ (Ale!) when tho Ad&ntie Charter wa.e drAwn u p ." 

Turkish newtpape.Ml fr1<!nd ly to UIJ proteaned that. Renner did 11or. ~P,_t 
oftlelll opinkm: but tbeir demurrers were mild and lntftectual. It ll ~ • 
tltlm&u theM'- effec\. upon Tu.rke7 ot this Axis dmpaiFI ; but It eao 8C&nlll) 
have failed to undermine conftdenee among tome groups in tho lnt.egrity or 011r 
pOIIt•W&l' int~ntiOnJJ. 

Portufol'. 
Portugal provkled &n ANna for Aa..ia operation~ on t.ho propac-and.a plant: ~ 

oountry wu bot.h neutral and a vietJm of ProfeMOr Renner'• reorcanl&aUoo f( Europe. A propagr.nda lo.tlot. tn Port.ug\IC!30, colorfully p rinted tn red, while, ..t 
blue, carried the Oerm.ao meeeage.. In three circlet on Itt front. cover Portupl 
proper, Angola, and Moumbl.q,ue were ea.c:h repf"elteoled as Cf<lMitd off lbe .., 
wilb a bMvy X ol ....S paint. 1pla&bed lrom a bruoh dipped into a caD -
with t.be sta.rt and Jtrfpet;. Tho heading: "h. i.! enough that t-he lmperial.lsm a1 nooaevelt wlpet Portugal and her empire from tho map." Page 2 reproduetcl 
Henner's w.ape themselvet and pages 3 And 4 gave tbo me91A&e In full: "C.. 
paulotel the Ot.moen.eat.. convinced that they cannot win the wa.r, DOw tW'llllt 
threat&. Tbty who pretend t.O be the hualcb of Ube:n.y for mn .. u natioat M" dropped the ma.ak. The Vnl\.ed StA\8 h.aa A diabolical plan for tho new •·orw_. 
A world madtl by Mr. nenner in which there Is no roorn fo r Wl Portuguese. 111 
America, where there 1!1 no IIMrty or the preM. a proiC!MOr il an omctAl moulhpltiot ot the American Govet"Dll'LUt, aU tbe OlOte beeaule M it proiMIOr of 8~ In Columbia Unlvt:nity.'' 

Tbe lea.ftet went. on to contra.st. Renner'• tJJSt:rtion that. PoTt.ugalla a "mort or 
leM uti6cJal ttate, m&Jntalned exclusively by t he Drltlsb tloot" wltb PrtmJtr &lanr'a 4tatement. that "'rhe unity of the POJ1..ugutse l'mpire 1.8 not an artiSclal 
madon." DI«La.iming any delire on the par1 o1 tho Am tor tbe Pon~ 
eoloniee &inn theru by Renner, t.bo tt..ftet. continued in a bum or patrioc.M: 
" U on the one band we t.re oonvinoed of the faith or the Reich twd of the abUit7 or our aoldiert, who will OgM 1.0 the IMt miUl to prevoul.. t his d iaboUoa.t p lan belo& put into practice. we derive on 'be other hand coneolation from certain of N:r. 
lltnne:r'• o•n words 'lt ia po.:ible that. ahe Axis •W wln the war. ln thls eMil 
our pla.ns cannot. be~ ouL.' Le\ Ul all pra.y tor thll t.urn or event&, and* 
Ul be grAteful to the United Stat.cs for having confldod 1\.8 lnt.antlon• for a lloe'l' and better wor-ld. Now we ahall remember tbla: alogan which tho United S&atM 
give. ut: An Allied victory wiU mean tho detJtructloo of Ponugal." 
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Brother of Frankfurter 

Named in A/coho/Inquiry 

~hat h~ bad a.JU'\htDI to do wtt.h 
lt. 

• Hl1hly ptaetd Oovunm~nt otn· 
elall aM~ert, however, th.at. Prank· 
Curter "'flo& consulted by ·~• Phlla• 
dtlphlt. promot.tn and that h• had 

Probe of RfC .. fin•nced Distillery dln•d wllh ' ·"'"'In publl• ....... , 

I S f S 
. •·ani.A. • I 

Also I nvo ves on !' en• tor Herrtng m~er ,..., • •pe<lal ..,, ... 
:;::.____ . an1,. to CHHQ,Il....E...l.tact. dll•tctor of 

nt CUtlSLtY MANLY •oan of a.~60.000 from Lhe Rf"C tile 'Ina.F.)__frocuremenl Df•' 
Mtmtxn of two Senat.e lnvesU·Jesse H. Jontl, 8ec'l'ftar)' ot com: \'tiJcNi.- an Wt.S in charae of all 

u1tn• oommltttt• art makine ln·me~ and head Of the RFC, ca11cd PtJTd'IU(,f""'cfC'kl~bol and th-tml· 
qutt1t't cone,pmJnt an lndust.rlal.Pruer Mot!ru., Uu~n head of u,e Clli:-J"l~urtu'a a.Nllt.ant wu' 
alcohol tcandal ,n,·oh•inc Lavtme aleohol 1~t1on ot th~ War Pro. Human Klotl. husbtnd or Hr::nri· 
a. Htrrtna. ton of Lame Duck Sen• dutUon nc..nt, and Wed him to m:rmtl~iv~ry and 

~!~. ~~"o~ =~·)uJ!i::nU::":, ~~ tc;;c •L~,:~a~~ ~!W:ll~ort=•~ 
kno--n brot..her or JUSlice Ptllrtbe f'OMlru~Uon or t..-IWOO ~ When Pr&okturn:r IDO"ed lnto hll 
rrt.nktwwr. or the UDI\.fd. Statu ..-a.r J)lanu u dlrto«M bJ the WPB new Job ahow. \'1i'O •C:tb 1.10. 
Pupr-tcne Court. and OLbn' war aamd "- lOota mO¥ed u-p u. &be poe.it.loo or. 

OtW rrankrurtu ll wu lt&mt'd A.«ordln., to. a w'tlntM wbo •u •Pf'd&l asdltant to t~te ~­
hu rn-tn up an si.ooo a rur Jot).fdt.Unl' in Motfeu.·s olhc" and • 'fttus ~r now ts tn a 
m lhe Trnaury Proture.mmt 01-'IJ'&k:hed him cakt noltt on &M pOr.IUOD 10 ad! indu.Mria.l c.htalt• 
rt<~lon u b'O:t"r or aJc:ohol' and eonnrsaUon N offeU. naU7 ref\l'ltd cab to a Goft:tt'lft'leOt ~ 
~'"t8 for~·tft.M Ad· to approve tM ao.n. He told who tonD.eri.Jr \oOOk ordera from 
mlnt!tnUon lhcrotJief '"Go\'em-'Jones the project wu U.NOU.nd htm. 
m~nt uenclts and hu 'accep~finahMJall,. and wu not euenUaJ l)fllllon Ia Prorlta 
lhe maeh more ft'Mllnerattve poa-t.'o l e war producllon. 
uon o1 ~lCport CltfJC~ Lhe lltY·JlF C Malcu l,.o.a.n nlt l ieyden Chemical Corpora-
dtn Chem,eal Company_. 50 Onion t.lon made .. n et protu. or 11.003.· 
&raU8rt"7'N~rYOfltc:lty. lb.steadl NeVtl'l.heltll, JonM approved!04"1 In 1941 and W3.1H durinl 
ot butinr tor the G<wemment., t.he loan in March and 11. wu dll> Lhe tint. Jlx monlhJI or liU . It 
Prlnkfurt.er now ae.IIJ ~ the oov·'bul"5C!d in lnat..llment.. durlnJ the •·eported total ~e-IA or t 1.100..SU. 
ernmtn~. Jn t eeplnr with his new next. two or t.h1•ee monthl w hen ' 1\s or Dece.mbt'r 31, t!Ul, 
a flhltn<:e, he has taken a aulte.a.aktd yt~ltrday about. the loen, Jl" llee Pnnkh•Fler, Otto'll 
al the huc.ul'ious Waldorf·AsLOria William C. Coattllo. apeelal a.ul!t,. brother. prObably hu •pon~red 
'lottl tor Jlvlna qua.rte..rt. ""'tO Jone• . .tald tt. wu made .. on LM appoJntmen~ of more men 1n 1 

t.he reoom.mendaUon or l.he war Government . Jobs !.han an \.he 
Old l'lant 8ov.rht ProdueUon Board.'' lfe rr.tUJtd t.o membe:n of the Unit.«! St.t.tet fkn· 

Younc Htn'IMI tg- Uvtna on a o;ay 'ho mad~ the recommend.&· ate t'Omblned. "nle_ \Vf!,...&nd. J 
~me•h&t more mode.t 1!<(:ale. attJon tor the WP8 .• _ . Uce d~tn~ art dominated 
Wuh.ln.lton't tuhionable w~t- "Do YOU Wh CO 141 tPfClncalb bY'l"rrr.~furtu prot.ea.M. wbl.k th• 
dlt~lf'r A.pe.rLmtnt&. He 15 the that. J"r'UU<!r Morreu .. head of the PoUtlf!'f'~-~&aWrY .ad 
wa.. .. hbt.aton repreMntaUve of the akohol ateUon ot 1he WPB. rrc- GU\trdti , .~a U _.tll u \be 
Oull OlalUlJna CorporaUOD atom:mtndfd the loan?"' CoaWUo Ofrkle !ECOnom\C §t.abUluUon. 
110000 ..... astt'CI. thE O!'h~Almtrib.tratlon 

A* a Jr&r. ..No. it ..aa:rt't WolttU"' bt re- 0'1G oaiti war acendts.,.. la.rttlJ 
, ..... oc.e or lhe Gofttllliltnt'aptl.ed determtnBrby--prantrllf'U:r ~ot.D m 
OHdint: lllc:ohol bU,J'trs. Fr&Dl• Applit:an\& tor \he klan 011 \&. kfT JIOI.ttloci. 
~~«" parUdl)l.ted tn nQOUaUoftshatt or the compan.J n-re Ham ~GTJIJ.Stke Pr&nkrutur"e 
... t ~ and Marth whkhA. Robln.son. prf!lldtnt: Prtd rox pt'Odla'Lous .uc:eea u a d~nact 
retult.ed In ln. ts4ablbbmto.~ of ¥ke: l)ftlident. and flt:Tm&n s 0: New Oral P.tronace, a Unl 
an tnd~lrlal alc:obol plant •'Robtn.aon. MCretary, aU o1 Phtla Slat..es. Senat.or ,... u&.entaht4 
.Oretna. La. a lUbut'b ot Ntwdelphla. about two Je&rs aro when brolhfo:( 
Orletn.s. \liy \he Gulf Dl'tUlln1 Yount Herrin& rtadll.)' ac.knowl lOtto •~ked him ror a recommend'l' 
Corporation. a Phlla.delphla or-jtdaed U\al he wu employed b) lion tor a oovemment Job, Ttlt, 
ranttatlon. The Ph.Uadelphla P!.~r.he rompanJ u u.11 Wuhtnat.on Se-nalor asked OLlo •'hY ht cHdn'l 
ntohua had purc.hutd an Old~prutnt.aUve taat rtbruary andllo to his broU1er. 
alcohol 11\111 at. a repuwt price tat.ed that 11. ~elll JJcohoJ tAt.•! With Uriah Heep humtuty, Otto 
Ot $75,1>00. anufadure o Amo1celua l)OWder prote;!lted: "senator, I'm aorr,. :roO 

11~e eompan,y'a flrst. move lnln v11.riO\lf plant.A, aome owned by nave that lmpreu:lon. The J 'uttiCfJ 
Wuhlnalon wu to e.mph~ youn~the Oovelli'U11ent. and 10me prlva.t+- lnev~r recomm.endt anybodJ tot 
lttiTinf, wh05e ra t.he.r is a mem·IY owned. He aatd he had mel anyt.hll)f." 
btr of the Truman Stnal.e com1Franltturt..er bu~ never heard that. ...... .. • 
mttlt4', •hl<'h "''" c:re:ated to 1n1he had an)llhlna t.o do wnh apon· 
tttUute the ...,., producuon pr~rloa t.h• aicohol proJetl. 
tram 8tn.atar liUflWI' a~ t!i __ 
a mf'b"'btr of the Senate's Banklnl{ Franktu..Wr In Dtnlal 
tnd CurrtnC".}' Coaunlu.te.. wh~h, h • 1 
ha , eha.rre or au lelislaUM SI<U'! W en rta<'h~ w1 t.tkphone n 
•alnlnc to uw .R.fcOMtl'UetionNew York. J"r&nltturter at tlrst 
P\nan« CorponUon. r ... rUied w autrm or cknr t.hat be 

"lofftU lltfthft Appre.-al IUifibtf'd 1n lhe promoUon or the 
• • .,-ct . Atlou\ an hour 1&\.tf' '-e 

... ~~ rom..-anr's ftt'(t ~f' tn ""d bark •r;fl u-l "mt"fttb' dentt.d. 
"a. .... inl~ •u lO app:T tor a 

I 

.• 
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AnalJala ot Expowure ~o Payroll Savina• Plana 
Doooabor 19, 1942 

NWil:ler expoted 
to pt>yr<>ll 

aavlnga plana 

Total Dumber 
l.D t he 

count.ry 
(oaUmatod) 

fart A - s...&r7 b7 Number ot Orgonlzatlono Expoood 

I . ~·~·· orga.n1catl ona 
(1) 111rm.a wlth 5,000 empl oyees or mor•• •••••••• (2) Plrma wlth SOO tO 4,999 emplOJIII • •••• ••• •• (51 Pl.,.. wltb 100 to 499 .mplo,••• ••• ••••••• •• 
<41 Subtotal - large tlrm• • ••••• • •••••••• • •• ••• 
(5) lo"l.raa with lea a than 100 -.plOJ181ee•••• • •• 
(6) !otal bue1neae o rgan1&at1one ••••••••••••••• 

u . Oo•ernmental organlzatlona • •••••••••• •••••••••••••• 

III. Orand total, ,, , ,,, • ••• • ••••• •••••••••••• • • ••• •• • •• • 

I . Bualneea organl&atlone 

(1 ) Plrma witt 5#000 .:ployeoa or more • •• • •• • •• 
( 2 ) PiJoca wlt..b 500 to 4,999 e::.p l OJ i ea , ••• • •• • ••• 
(~) ?irma w1th 100 to 499 emplOJtOa •• ••••••• ••• 
<4> Subtotal - large r~ • • ••• •••••••••.•.••.• 
(5) Firma with leaa than 100 e~l07eoa •••• • • ••• 
(6) Total but lneaa organlaat1ona ••••••••••••••• 

II . Oovernmental organ1zet1ona 

( l) P~eral Oo•orn..n t •••••••••••••••• •••••••• • 
(2) State an4 local governmonta • • •••••• • •• ••• ~ . 
(~) Total 80VIrn:ontal orsani~atlona••••••••••• 

III . Or and tot&l••••••••••••••••••••••••••••••••• • •• •••• 

470 
5, 674 

25, 299 

}1,443 
133,920 
165,}63 

• 

165,,6, 

8, 645. 091 
7.441, 106 
5. 726,433 

21,812, 6,0 
~.2!41. 253 

25,06o,88~ 

2. ~76,067 
1,415,162 

' · 791, 229 

28 ,852, 112 

475 
5.8o7 

29.104 

35. 584 

• 
• 

• 
• 

• 
• 
• 
• 
• 

2,800,00011 
2,900,000 
5,700,000 

}8, 6oo, ooo 1/ 

Parce.ut 
or t otal 

ax,poaed 

99 
98 
87 
89 

• 
• 

• 
• 

= 

• 
• 
• 
• 
• 

75 = 

Treaaur1 Department 
Doceaber 25, 1942 1/ laoludee &grlcultural em,ployeoa , m111tery peraonel, tD\Ployooe on WPA or HYA or CCC projCICtl, proprletora , fire mocbora , aolt-ompl oyed, caeual workora an4 peraon1 Ln domestic tor v1ce . • Date not a va llable . 

• 

•• 
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F11'aa r&:ployt_ng 500 Panoc• or Wore t a.rtlctpatl.ft« 1a PaJToll S.wlC;@.a tlana 

(Aa ~"'&:port~ by tbe War S.wl.~a Ste.rr• a Sutil All1alnhtrato:ra ) 

Stat& 

JUIIIl)er or tttw.a wJtb p&Jf'Oll 
U Vl.ftfta plaJU 

•••• 18 : Dec . 12 Deo . 19 

Alabau,,, •••••• ••••• •••• •• 41 67 61• 
~ricona •••••••••••••••••••• ,l 14 ~. Ark~n••• ••••••••• •••••••••• 1~6 Northern California , ••••••• 122 1,1 
Southern Cal ltorn1a •••• ••• • 121 152 15} 

ColoraGo •••••••••••••••••• • .~a }1 

1ii. 
COMtCt l cut., •••• o, •••• ••• , 1~ Ctlawar• .,.,, •••••• ••••••• • ~~ Ohtr1ot or Coluab l a, •••••• ~ ~ Plor1da., ••••••• , •••••••••• 28 

Georgia.,,,.,, •• , ••••••••• , 86 126 126o 
Ida ho • •• , ••• , ••••••• ••••••• 11 11 11 
llllDOlto,, o,, ••,, o,,,,, ,, o 'll m m Ind l .ana, •••• , , • •• ••••••• , • , 
to-a,,,,,,.,, .....•.•. , •••• 22 40 40 
ho•._• ..••••..•••.. ......• , ~ f§ 25 
ltnt.ucq •••• ,, ,, •••• ,.,.,, . 

Ji Lovlt l&na ••• 0 •• 0 ••••• 0 0 0 0 • 0 2a J~ Xa1nt ••••••••• 0. 0 ••••• 0 •••• ~ liarJl•Dd •• ,.,, ••• , •••••• ,,. 

•• •••chutttte •••••••••• • ••• 2~7 }21 

3~ Mloh.lgan,,,.,,,, , • , , ••• • •• • 
2u 

287 
MiQniiOtl ooooooooooooooo oo o 81 
lU.tsltolppl, ,,, •• ••••• • •• •• '6 WlttOurl ,.,.,,, ••••••• , • • ,. 10} 1}8 1~8 
llont.•n.a •• , . ,.,.,, •••• , ••••• 

2e 23 2h nebr••~•••••• • •••••••••••·· 
nevada, •• ,. ,.,.,,,., ••• ,., . 

'~ ,~· lfe• U...peb!rt •••• , •• ,,., •• , 29 
Kew JtrtOf• •••••••••••••••• 142 197 197 
St• Kexloo ••••••••••••••••• 5 ~ ~ Sew York •••••••••••••••••• • 759 
Jorth Carolina ••••••••••••• 10l 1H ll7 
lortb O.to~ •••• ••••••••• •• 0 0 0 
Oblo ••••••••••••••••••••••• 412 484 4Sb 
Olr:le.b--.,,,,,,,,,.,,,, o o o,, 

ZA ~ 6u 

Or-esoo ••••••••••••••••••••• 
Pton•Jl..n~a ••••••••••••••• 5~~ Rbod.. l • la.D4 •• 0 0 0 0 ••• 0 ••••• 

Soutb Ca rolina ••••••••••••• 84 " 99 
3outb O&kota ••••••••••••••• 5 J 8~ Tenn•••••· •••••..•••..•...• ~0 T•u•. • • • • .... • ........... • ~ l21 124 Ut.&b o o o o o o o o o o o o o o o o o o o o 0 0 0 10 10 
v•rusoot •••• • ••••••• o • • o o o o• 12 12 12 

v1ra1nta •• oo••••o•••••••o•• 
4i 

102 102 
• 'a a.b!ngton, ••••• o o •••••••• o 

~ 74 Weat V1ra1nta ••••••••••••• o 1~7 77• "'1acona1noo o. oo. o ••••• •• ••• 154 154 'KJC*lin8o o o o o o o • • o o o o o o o o o o o 1 4 4 
~laak•••••o••••o••••o••• • o • l ' ,. 
Ra11ro.d• •• ••o••o•••o•••••• ~ ~ __m 

Yotaloo•••••ooooo•••••o•••• 4,864 = 6,125 
~ 

6,1411 -
'f'NUUJ'7 O.partiMnt 

Tota.l -· or tlnu 
( u tt .. t•d) 

68 
14 

1~l 
156 

,u 
2l 

~ 
126 

11 
500 
165 
47 

25 

~ 
55 

111 

' a2 2 7 
81 

.e~ 

2~ 
'~ 198 

5 w 
0 

502 

56 

6H 
99 

9~ 
125 

10 
12 

102 

1~l 
4 

} 

___ill. 

6,21'0 ,.... 

Percaa.t ot total bnlftl PI'Jl'Oll .. •1Aes• plana 

A.nr. 18 Doc 12 Doc 10 
6o 

.~ 99 
~ 100 

100 100 
•2 98 n 79 97 

2~ 100 100 
9} 9l 

t3 100 100 
96 100 

58 92 92 
68 100 100 

100 100 100 
78 " " '~ ~ ~ 
92 100 100 r, n 96 

100 

1l 100 100 
100 100 

71 n 98 
92 100 100 
98 100 100 
72 100 100 
74 99 99 

~~ 100 100 
100 100 

So 100 100 
91 100 100 
72 99 99 

100 
82 
74 

100 

~ 
100 

;3 
82 96 96 

H 9} 100 
100 100 
98 98 

~ 92 92 
100 100 

100 100 100 
54 96 96 
ag 97 99 

100 100 
100 100 100 

l~ 100 100 
100 100 

31 100 100 
100 100 

25 100 100 

100 100 100 

..n ..n ~ 

77 98 98 = - -
Dec.eab• r 2S , 1942 

{ 
l 

• . -
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n-~100 •• l!" Per-• POl'Ololpotl.IIC I.D hpoll S&ru.p Pluo 

( &a Npo,.o4 b7 tbO • .,. kfla&o .,.n .• 1\&tA MaiA.leU.t.ora) 

~.-.r Ol ru.. ;n:s PQroli Par~ni o'l EOtii liirtac PQrOI! 
Ita~• 

aarie• pWt " !1M' plw 

•· 18 • Deo, 12 • Deo. 19 
""·· 18 

I Deo. U · • .... 1' 
.ll.ab ............. • ••••• ••• 1 2~ :~: 

,..7 ~~ 1~ 74 
AriiOD&tt ttt t t tttttttttttt 71 

1n Artan•••·· ·· ······ ····· ··· 7~ 100 

~ n Jortbtrn Oal1to~1a.,,, , , , 112 dl3 SoutbtrD Oalilo~ta ••• , ,, , 56 1,086 1,091 

Oolorado •• ,,, ,, ,,,, ,,,,,, , 11} 

~ti ~I lW! So ~ i Connaot1out,,,, , ,,, ,,,,,, , ~ 702 }~ 
Dela•ar••••• •••• • ••••••• •• ill l~r ~q ~ ~ · D1atr1ct or C01~1a, , , ,,, J~ Plor14a •••••• ••••• • ,, ,, ,,, 21 " 100 
Otor&i• ••••••••• •• •••••••• 1}} :n ~-

IM 

~ 1~ • Ldabo ••••• ••••••• ••••••••• }1 
2,d~ 100 lll,tDoi.a.,,, ,,,,,,, , , ,,,, , l,t,OO 2, 2 

~ ~ Iadt&Ae ••••••••••••••••••• m ·rr1 ~ •...................... m 2~ 67 67 
t&Da.-••••••••• ••••••••••• 276 288 288 m ~ H g ~tu6kf••••••••••••••••• • 1~6 226 226 
~~&Da•••••• ••• •• • • •••• 1~ m ~: 510 ~ n X.ta. ••••••••• • •• • • •••••• • w u K&rJl&nd •••••• •••• •• ••• ••• 177 ,..7 548 

Maaaa~u'''''••••••••••••• 6}9 1,17} 1,178 1,523 42 77 77 
Mlobi&.n• • • •• • •••••••••••• 68l 1,01} l,l!t~ l,Ul a~ ~ n K1DDIIOta , ,,,,, ,,,, ,,,,,,, 37 4lfa Mlaela• lPPl••••••• •••••••• 4~~ '9 115 ~~ llaaour1 ••••••• ••••• •••••• 719 720 ~67 74 
Mootan••• • •• •••••• •••••••• 1~ 49 

111. ~ 82 100 100 • •braaka • •••• • •••••••••••• 1}7 7} u 96 ••••4•······· ·· ·· ·· ······ · 21 27 52 u ... a..p~r. •..• •••••••. • 89 ~; ~~ 1~0 52 ... Jer..,•••••••••••••••• 465 1,1 9 5~ e, m. ... .. aioo• • ••••• •• ••••• •• 53 41 41 42 ~ 98 98 ... York• ••• • • •••••••• • •• • 2,m 5.m 5,~ "·~u 48 ; ; lortb Carol1D& •••••••••••• 
~~ ~ :Dilcet.a • ••• •• •••• • ••• 

1,u'i 
20 100 100 Ob1o••• •• •••••••••••••••• • 1, 752 1, 757 2,oi;} 55 " " Clr'Jab .................. 166 }01 505 }25 51 95 " o..c-. ...•...............• 211 an an 509 611 96 96 ..... ,l..ala •• •••••••••••• 1,6112 

2·m 2,m 2.50'1 

H 5 100 abode Ltl&D4 •••••• •••••••• 1~ }~0 =~ ~~b C&PollDa •• • •• ••••••• 158 1 2 
loD\b Dakota ••• • •• • ••••••• 21 J' t 

26 81 100 100 , ......................... 1n 722 1,~ ~ 81 ~ ,... •..................... 
Vt~• ••• • •••• • • •••••••• ••• ',6 

~ ~ 1~ 100 ••..oat ................... 59 eo " " y ••••••••••••••••••• 281 't't t~ ~~ n 4? 4i .. • ••••••••••••••• ~~ llo •.. , y ............. 70 70 • t • ....ta••• •• • •••••• •• • •• 278 492 4~~ 68o 
~ 72 72 ~···· ··· ··· ·· ·· ···· · 17 2' 2} 100 100 

~ .................... 2 2 2o 2 100 100 100 ... , •••••............ ..... -lli. -lli. -lli. --.2... -A. ---.2!t -A. 

to\&1 ••• •••• ••••••••••• •• • 15,,6o 25,217 ~ 29,1<1+ _.a_ ....!I.. ....!I.. 

_...., .. ,..._, 
0.0-"r 25, 194,2, 

• Dak U'l tor o.o~r 12, 1Aa_~ob u DO Dle.-blr 19 repor~ ••• NOll~. 
Regraded Unclassified



BRITISH IIOSf S::Cfli)f 
U .~. SECR...r 

oo>r..t. ,ao. 445 

NO·f TO B£ Ro>-·fRANSMlfT!::O 

COPY NO. B 

Infom..tion recoived up to 7 A.M. , 25th December, 19~. 

1. IIILirARY 

~· 2)rd. Our advanced pntrolo rcachod a l ine running 

from about 15 miles south to 30 miloa south-southVIest of SIR'!E. fhcrc 

wun UtUo enemy activity . l!.nemy fot•ooe in SIRT!!: u1>poar from e.ir ,rocon­

n• iaonnco to have boon roduoed. 

!![§ill. 'fhe Russian offonoivo contlnlle:J in a two-pronged 

tluwt southwards aru1 ia no.- thr03ton1n{, !A I!.LtJ10VO froo East and r:oat. 

2. AIR OPZR.UIO.lS 

HillA r!lil EURIU. 22nd . Unitad St.bte~ Liberator s bonbed 

11 

IWICOOH Docks . 2Jrd. Hurricanes dnmagod huto , hunge rs and gun sites at 

11.\Glll:. 16 escorted Japanese bombers attaokod l'uii•Y Airfi.,ld 55 r.dles north 

of C!IITfAGONC and hit the rW'lway. :l.)rd/2/,th. r .,o onomy aircraft bembod 

CIIIf'rACONG. 

Regraded Unclassified
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TREASU RY DEPARTMENT 14 

INTER OFFICE COMMUNICATION 

DATil J ecember ~6 , 19~? 

TO Seoretary)Hor~enthau 

Mr . He~~· 
Sub ject: The C~rency Situation During 19~3 

In accordance with your request, Mr. Norman Thompson 
submitted three questions t o us with r espect to the cur­
r ency s i tuat ion. Tnese questions are the following : 

1 . What i s the present s ituation on currency'? 

2 . lfhat is the estimated need during t he year 
ahead? 

3· Are we goi ng to be able to make it? 

I dentical questions were submitted with r espect to coins. 
The p roblema i nvolved in meeting coin requirements differ 
from those involved in meeti ng curr ency requirements, how­
ever, and the coinage situation i s , therefore , taken up 
in a separate report which is being submitted along with 
t his memorandum. 

The analysis or the data relevant to the currency 
situation has developed several charta and tables which 
bring out the answers to the questions submitted. These 
are attached to this memorandum and are discussed in the 
paragraphs t hat follow. For purposes or convenience, a 
slight departure has been made from t he period mentioned 
in t he second question -- the year ahead -- and all esti­
mates in the tables and charta cover t he 1}-month period 
from December 1, 19~2 to December 31, 19~3. 

The present situation on currency (the first question) 
ie covered by Chart I which traces the growth since 1937 
ot t he number ot ~ieces ot currency in circulation, by 
denominations . Chart I shows that the circulation ot 
currency up to the $20 denomi nation has , with the excep­
tion ot $2 billa , been i ncreasing markedly in recent years, 
This increase has, moreover, been particularly sharp s i nce 
the middle or 19~ when the Government began to really 
accelerate the volume ot mi litary expenditures, 

.• • 
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The need tor currency in the oeriod ahead (the second 

~uestion) will consist of (a) the need tor currency re­
quired to t ake care or the estimated expansion in the 
nation ' a money in circulation, and (b) the need tor cur­

rency reouired tor reissues necessary to replace the money 

t hat , .. ,a.r .. ~~ dollar bills are now replaced at the 
end of 9 montns on the average , and currency of other de­

nominations on the average of once a year. Data on the 

total need tor currency -- 2- l/2 billion pieces, it re­
issues are continued at the present rate -- are shown by 

denomi nationD in Table A, attsohed. They are shown in 
summary by the red bars in Chart II. 

These figures on the total need tor currenc~ allow 

tor an increase 1n circulation or approximately $3. 4 bil­

lions by December 31, 1943, distributed i n pieces by de­

nominations in the manqer shown by the dashed linea in 
Chart I. Currency in circulation on that date will amount 

t o $17.9 billions, it is estimated, as compared with $14. 5 

billions on December 31, 1942, $10,4 billions on Decem-
ber 31 , 1941, and $S .O billions on December 31, l 94o . In 

estimating the currency expansion, a series or correlations 

have been made between the volume of wages and salaries 

paid out and the number or pieces or each denominati on of 

currency in circulation. These correlations, which appear 

in Chart III, indicate that the expansion of currency in 

1943 will be characterized by a trend toward the use of 

the higher denominations. These are , or course, more con­

venient for hoarding. 

The prospects or meeting currency requirements duri ng 

t he period from December 1, 1942 to December 31 , 1943 (the 

t hird question) are brought out in Chart II by a comparison 

or the red bars, which set f orth the total currency needed, 
with the green and orange bars, which est forth on several 

bases of assumption the qapaci t y or the Bureau of Engraving 

and Printing to print currency. The Bureau, this compari­

son would seem to indicate, is likely to be able to meet 

ita requirements in the period that lies ahead, although 

it ~ight have to make some adjustments in its wor king 
schedule or allov currency to circulate ror a somewhat 

longer period or time than heretofore. 

• . . 
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As a matter of fact, it might be stated that no 
im~ediate adjustment in the Bureau's program apoears to 
be called for because t he currency needed figures shown 
on Chart II are likely to be maxi mum figures -- unless, 
or course, the country experiences a sharp rise in the 
price level which ,i e accompanied by a corresponding rise 
in wages and salaries by December 1943. They give no 
weight, it should be noted, to several i nfluences which 
should contri bute toward reducing currency outstanding 
in 1943. Among these are (1) the tact that a larger 
than heretofore propor tion or the wages and salaries 
earned will go into taxes and savings bonds directly 
without passing through the hands of t he wage earners; 
(2) the tact that an exoended volume or savings held in 
currency will cause peopl e to place their money with the 
Government or the banks to avoid lose or theft; and ()) 
the fact that part of the population will be outside or 
the country in the armed forces . 

Although the Bureau appears in a position to meet 
all reouirements now in prospect, 1t should be noted 
that -- accor ding to Hr. A. W. Hall, Director of the 
Bureau -- it is essential that a starr or plate printers 
be caintained equivalent to the present number employed. 
The loss or many ot these vital employees during the 
past year and the Bur eau's inability to replace t hem 
with new empl oyees (even with t he personal he l p of the 
leaders in the labor unions) has placed the Bureau in 
the position or having more machinery than it has man­
power to operate the machinery. A decline i n the num­
ber. or plate printers working at the Bureau much below 
the present number would cause production to fall below 
the levels shown on the chart . 

On the other hand, according t o Mr. Kall, plate 
pr inters could be used more effectively to meet pr oduc­
tion needs if the orrset process of printing wer e sub­
stituted ror t he plate printing process in producing 
savings bonds. The off set process would p roduce a per­
fectly satisfactory savings bond, but, according to 
Hr . Hall, the mere mention or such a pr ospective cnane:e 
i n the printing process would pr ovoke an ex tended , b1 
labor controversy be tween the engraving and printing 
uni ons, Congress , ann the Treasury. 

Attachments 
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Chart I 1 ( 

NUMBER OF PIECES OF CURRENCY OF EACH DENOMINATION 
IN CIRCULATION 

Actu~l June 1937 to Nov. 1942; Estiml!lted Dec. 1943 
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Chart II 

ESTIMATED NEED FOR CURRENCY AND PRODUCTION 
ESTIMATES UNDER VARIOUS ASSUMPTIONS 
Number of Pi~aces of Dczc. I, 1942 to Dczc. 31. 1943 
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Table A 

Currency Production Progral!l Required to Heet t he Estimated Demand 
For Currency During 13-~lo,nth Period Dec. 1, 19lj.2 to Dec. 31, 19lj.3 

(In m1111one of pieces) 

$1 $2 $5 $10 $20 $50 $100 Over Tota1 
$100 

of pieces outstan~ 
30 ' 19lj.2 .... ... .... . -......... 775 26 326 ~0 19lj. 19 . 18 1 1; 739 

of pieces estimated t o 
outstanding Dec . 31, 19lj.3···· · 860 15. .liQ. 510 lli g_2_ .u .l:. 2.119 

i n outstanding .•.... .. . . 85 9 6lj. 130 81 6 5 380 

of pi eces t o be issued 
offse t pieces withdrawn lj.l2 

circulati on •• , ..••.......... 1 ,119 28 ID g!Q 21 1i .l:. 2.163 

production required 
sent basis) •.......... ... ... . 1 , 20lj. 37 lj.l7 5lj.2 291" 27 2lj. 1 2,5lj.3 

a: Reduction in producti on 
by lengthening time 

currency remains outstand- 44 26 ~5 
by 3 months ••. . .... .•.• .....• 279 _g .....2Q ...£ ...£ --

tel production required i f 
currency remains out st and- lj.92 265 2,13g 

1s lengthened by 3 months •••• 925 35 373 25 22 1 
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Chart II I 20 

CURRENCY IN CIRCULATION 
RELATED TO SALARIES AND WAGEs• 
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Appendix to Chart III Which Relates 
Currency in Circulation to 

Salarie s and Wages 

This chart shows the relationship between the 
number of pieces of each ki nd of currency outstand­
ing at the end or each year, rrom 193S through 19~2 , 
and the total ~~e and salary payments in the l ast 
6 months or the corresponding years . A l i ne has 
been drawn as nearly as possi ble through these 
observations for each denomina tion t o represent the 
trend or the relationship, and to provide a means or 
pro jecting this relationship through 19~3 . This was 
used to estimate the volume of each denomi nati on of 
currency required at t he end of 19~3. based on the 
expected wages anu salaries in the last half of that 
year. 

21 

It will be noted t ha t the appar ent demand for 
the lower denominat i ons of currency, while continuing 
to increase , has been rising this year less rapidly 
t han in earli er year s in relat ion to wages and sala­
ries . . The demand f or such types or currency as $10 
and $20 bills, on the ot her hand, has been rising at 
an accelerated r a te in relation t o salari es and wages, 
probably because or the i r convenience r or hoarding. 

• . . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OIITJ Decembe r ?S , 194? 

ro Secretar~orgenthau 

.,.o,. lir . Haas /1!J 
~ Iff 

Subject: The Coi nage Situati on Duri ng 194}. 
I 

In accordance with your request, Mr. Norman Thompson 
submitted three questions to us ~~th respect to t he coin­
age situati on. These questions are the followi ng: 

1 . What i e the present situation on coin? 

2 . What i s the estimated need during the year 
ahead? 

3. Are we goi ng to be able to make it? 

~ne analysis or the data r elevant t o the coinage 
situation has developed several charts and tables which 
bring out the answers to the questions submitted . These 
are attached t o this memorandum and are discussed in the 
par agraphs that follow. As was noted in the memorandum 
on currency, a alight departure has been made from the 
period mentioned in the second question -- the year ahead 
and all estimates i n the t ables and charta cover the 13-
month period from December 1, 1942 t o December 31, 1943. 

The present s i tuation on coin (the first ouestion) 
i s covered by Chart I which traces the growth i n the 
number or coins in oi roulsti on since 1937. Chart I shows 
that the circulation or all coins has been increasing 
markedly in recent years . This increase has , moreover , 
been particularly sharp since t he mi ddle or 194o when 
the Government began to really accelerate the volume of 
military expenditures. 

The need t or coins in the period ahead (the second 
questi on) would ordinari ly consist ot (a) the need tor 
coins required t o take care or the esti.mateo expansion 
i n the nati on's coin circulation, and (b) the need f or 
coins -- a very small one -- necessary t o replace the 
pieces that wear out and are returned t o the min t s tor 
melting do>m, Ho~ever , the pict ure of the need is no t 

.• -
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entirely clear at this moment because the effect on new 

coinage or two need-increasing developments, t he policies 

tor wh.ich have not been tully deve loped, is unknown. 

Either of these - - (1) the withdrawal from c i rculation 

or a substantial number or penni es or nickels now out­

standing to be melted down ror their metal content which 

is desired f or war purposes, or (2) t he possible enact­

ment or a Federa l sales t ax - - is l ikely to requi re the 

mi nting or a large number or new coins. 

The penny and nickel withdrawal proposals are in cur-

rent prospect. The War Production Board has been di seuse- .• • I 

ing s progr~ t o be undertaken as soon as possible which 

would involve the withdrawal ot either 1 bi llion nennies 

or 500 mill i on nickels. The penny p r ogram would provi de 

the nation's war industries with 3,500 tons or metal; the 
nickel program would provide 2, 750 tone or metal. These 

amounts are relati vely smell but in view or the shortages 

thot are i n prospect the Board considers them important . 

!lew coins made or lees critical materials than the old 

penny and nickel would be reouired, or course, to replace 
the coins so withdrawn. 

The penny withdrawal proposal was submitted to the 

House Committee on Banki ng and Currency a few weeks ago, 

you will recall, with the suggestion that i t be included 

in the coinage measure (S-2SS9) then being considered, 

The propoeal was not included in the act that passed both 

Houses ot Congress because it was submitted to the House 

Committee too close to the end ot the session and too late 

t o obtain consideration by the Senate Committee on Bank­
i ng and Currency. The War Production Board is actively 

interested i n obtai ning the me t al, however , and may be 

able to obtain legislation on one or the other of the 

withdrawal proposals f rom the new Congress. 

A Federal sales tax does not pr esent en immediate 

problem to the Hi nt but suoh a tax may be a possi bi lity 

' before the year i s out. In the past, the operation or 

sales t axes i n the various States has increased the need 

tor minor coins for change maki ng purposes . These t axes 

usually caused the pri ces to the consumer or moat goods 

and eervices subJect to the ta~ t o be registered i n odd 

amounts. A Federal sal es tax would have the same effect 

and might be likely to cause a nation-wi de need t or small 
I 
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coins. It was to help mee t this need, it and when it 

develops, t ha t the Mint asked t or authority to coin 

3-csnt pi eces, an authority which has been included in 

the aforementioned coinage measure. 

Although the prospects of the coin wi thdrawal pr o­

posals and a sales tax are unclear, we have resolved 

their prospective needs t or new coi ns on what i s felt 

24 

to be a reasonable basis so that a rough estimate or the 

level of the total need f or coins under various circum­

stances can be made tor analysis purposes . These esti­

mates appear i n the •requi rements • bars i n Chart II and 

in Table A. Their preparation assumes alternatively 

(1) that there will be the normal exoansi on in need for 

coins; (2) that in addition, 1-1/2 billion new coins will 

be needed by December 31 , 19~3 . to allow the consummati on 

of both or the penny and nickel withdrawal progr ams, and 

(3) that i n addition, 590 million new coins should be 

coi ned by the end of 19~3 to provide t or t he coi n r equire­

ments or a Federal sales tax if one should become ef fec­

tive late i n the year. (This l est mentioned figure is 

an arbitrary one and has been split evenly be tween pen­

ni es and nickel s. The penni es might turn out to be 

3- cent pieces and the nickels might be half-dimes. The 

coi nage problem would not be much differ ent in ei ther of 

these events.) 

The figures on the need tor coi ns to ~eet the ordi­

nar y coin expansion during the yea r allow for an i ncrease 

in circulation of approxi.mately $90 mill ions by December 31, 

19~3 . distributed i n pieces by denominations in the manner 

shown by t he dashed lines in Chart I. Coin in circulation 

on that date will amount t o $990 millions, it i s estimated, 

as comoared with $900 milli ons on December 31 , 19~2. and 

$760 mill:ions on December 31, 19~1. and $650 millions on 

December 31, 19~. 

In estimating t he coin expansion, a series or cor­

relations have been made between t he volume or wages and 

salaries paid out and the number or pieces or each denom­

i nati on or coin in ci rculation. These correlati ons which 

apoear i n Chart III indicate that the expansion or coin 

in-19~3 will be oharacteri~ed by a flattening or demand 

for the lower denominati ons, and by a trend toward the use 

or t he higher denominations of coin. 

• • • 
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The demand tor the lower valued coins, it is noted 
from t he chart, rose less rapidly in 1942 than in earlier 
year s in relation to wages and salarieo. It would appear 
t hat the demand for such coins t or making change and other 
purposes has been nearly satisfied, and that their bulki­
ness makes them unsuitable tor hoardi ng. The demend tor 
50-cent coi ns, (and tor such types or currency at $10 
and 820 bills,) on the other hand, has been rising at an 
accelerated r ate i n r elation t o salaries and wages. They 
are used tor boarding and to reduce the bulkiness or an 
accumulation of small coins. 

The propsects of meeting coin requirements during 
the peri od rrom December 1 , 1942 t o December 31, 1942 
( t he third question) are brought out in Chart II by a 
oomparison of the •requirement• bars -- calculated as 
i ndicated above -- with t he •capaci ty• bare which set 
forth on two bases or assumption the capacity or the 
Bur eau of the }lint to produce coins. The Mint, this 
comparison would seem to indicate, is likely to be able 
to mee t the normal exoansion in coins that will occur in 
the period that lies Shead. It can meet a >ri thdrawal or 
coins or a Federal sales tax according to Mr. Leland 
Howard, Assistant Director or the Mint, only by obtain­
ing a large increase i n appropriation -- a rise trom the 
present $3.g millions to $7.2 mill i ons -- to permit a 
substantial increase in personnel . I n addition, the 
Hi nt will have to be authori~ed t o pay wages at levels 
necessary to meet outside competition t or employees and 
will have to obtain a sufficient supply or metals to 
allow conti nuous minting operations. It would obviously 
be i mpossible, in t his connection, to make up in a rev 
months at t he end or next year the coinage lost because 
ot insufficient supply or mat erials or a lack or tunds 
t o operate at full capacity duri ng the early part or 
t he year. 
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Ooin Production Prorram Required t o Meet the Eetiaated Dtaan4 

t or Ooin During the 13-Month Period Deo . 1, 1942 to Deo. 31, 19., 

( In a111ione or pieoee) 

-·~umber or pieoee outetanding 
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Append.U to Oban III 'fhlcb RelaWI 
Ooin in 01roalat1on to 

1a1ar1e1 and Wage• 

'fh11 ohart ilhOWI ~e relaUonllhlp 'behelD ~~ 

nuaber ot p1eoee ot eacb kind ot eo1D oute'anding at 

tbe end ot eallb Jlar, rrc. 1938 tilroqb 1~11. ana the 
total wac• and •alarJ p&Jaente in the laet 6 aonthe ot 
~e oorreepond1ng 71ar1. A 11ne hal 'been draw u 
nearl7 u po111~1e ~ ~•• o~eerYat1one tor eacb 

olaee ot aone7, to repreeent ~· trend ot the relat1on­

ab1p, and to proY141 a ••an• ot proJecting thle rela­
t1onllh1p tilro'llgh 1~3. 'flUe nl ueed to 11Uaate the 

Tol-e ot eacb k1Dd ot oo1n required at the end et 1~3. 
~aeed on tbe ezpeoted wac•• and ealar1ee 1D the la1t 

halt ot that 71ar. 

It will 'be noted that ~e apparent dlaand tor the 

lower Talued oo1n1 (oente and n1okele), while continu­

ing to 1norea11, hal 'been r111ng thla 7ear 1111 rap1dl7 
than 1D earlier 71ar1 1D relation to ,... .. and aa1ar111. 

It would appear that the d-d tor euoh ooine tor aak-

1ng ohanle and other parpoeee hal been nearl7 11t1etled, 

Wile their ""'llr'• .. ubi thea \IDnitable tor hoard­

log. !be ~t tor !SI-oeat oolne, (and tor eucb tJPie 

ot ourrenq u 11.0 ana. 120 bllle ) on the other haD4, 
hal 'been :rleing at an aooelerated rdl in relation to 

lllarlll 8114 ..... , pro'babl.7 'beoaue ot their oonnD1-; 

IDOl for boar61fts, 
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OPTBL Uo. 446 

Information received up to 7 A.M. 26th December , 

1942. 

l . li&w. 
A convoy or 16 ah1ps arrived in Ru.111an waters intact 

yesterday ' 11 or them have reached Marlllllnak tho othar 5 are 

onrouto for Archa"iel• A preliminary report states that H. M. 

Bubur inrs have aWlk a 2500 ton ship orr Naples and an auxil­

iary schooner, a 400 ton tanker and a minesweeper trow wbich 

12 priaonara were taken off eastern Tunisia . 

2 . MILITW 

TYNISIA. Persistent rain continuos to hamper 

operations. On the night 22nd/23rd the enemy wore cleared from 

positions north and north east of Medjaa El Bab, our casualties 

are estillllltad at 100, 

RVSUA. On the central front the intensity or the 

Russian offensive west or Moscow appears t o have dimin1ahed . 

On the middle Don t.he southern thrust haa J:lllda further progress. 

A deep thruat seeliiS to have developed westwards troa the River 

Chir runnini parallel and north or the Stalincrad- Lik Aya 

RaUway. In the Caucaaus the Russians have eliminated the 

German aalient in the Ter ek area by r ecapturtnc Alagir, several 

localitiU lOUt'-' or lfll!lhik b&w &lao been • • OOO"P:I.ri, 

3 . m. orpazrog 

llALX• 23rd/24th. u.s. Liberatore b0111bed inatallations 

at llaploa. 

DIP!JLIIAI!lo · 24th. 7 aircran on tha lendinc 
• cr<>und At1hun wuo eeftrel.y dolllll&ed by lt1ttyhawka. 

llmlA· 24th/25th, About 9 ana=>' aircraft attacked 

Calcutta, Hurricanes damaged 1 or them, 

• Regraded Unclassified
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oPrg. n9 • LJ..7 

Information neolvod up to 7 A.ll., 2'7~h o.o .. ber, 194< •. 

l. lW.AI< 
Rualian Noval. Light Poreoa SMk o U·boa~ 1n ~· IJLACK SEA e11 

the W•h. A UnHod St.otea 7,000 ton ohlp sank aU-boa~ oou•hfOot of COLOilBO 

"" ~o 24~. Roforenea OPriL No. 437, on 11.~ ono or H.ll. Suburlnes torpedoed 

o S,OOO ton oh1p o!f BIZJ:RT~, whleh bl .. up, and 011 ~· 17th o 6,000 ton' oblp 

witb two torpodooo and al.10o bit a G.-ale clall Doot.royer. Both those ve1os111l.~ 

conoldorod Ollllk. 

2. J!lLlfABX 

ltll!!A· Onlt.a of 7th Al"'IOurod DlvloiCil occuplod SIRT~ at .,,,,.. .• , 

on 2~t.h. the roada G.nd the land.1n.g ground& wore mJ.ntd and thoro •ore Also 

booby traps In tho town. 

IUJIISIA. ThroueJtout 24th tho otJ'U3clo tor 

teat.uro north ot ~ES £L BAB continued. By duuk we wor• in posso$Slon or 

all but t.he CHit. On the aou.t.hem ne.nk our .armo~.&r.cl patrol• were again 

baoporod b7 IIUd and poor visibility and did net ropo~ltion not ost.obll&b eon­

t.act wltb tbe Gntll)'o 

li!!l!§l!. In tho lXII Ar- t.ha Ruaol&n ctfocll.., contllmeo to 

Mite ,_,..,. alone the VOROIIEZH-~Q,I'OV a.u .. , ._ ... lllLI..:Fil'IO '\Od •o•• or 

thlo rtlil-. fh., have talt .. a n .. ber or la.,ortant plaeoo 1ncludinc 

on the rallwoy 20 oiloo oouth of IIILL£1',0VO. In tho Ill DOLE lXII • nUIIbor or 

crcupo ~ppoar to be loolo!Ad •. To tho oouthwoo• of STAl.I.NGRAD the GorMn ommLBT 

bf111 ..-upl~ b7 tbl RuaoiADII. In tho OAUCAOOS, tho Ruooltlno continued 

tbelr ..... =• OOI"tlawUt, ot ALAGD. 

'· at~oremw 
tlJIIIIA. 2"-lt/26th. 1!oll1ncton• rrca IIAlU boabod ~~~· docl<o 

a~ mns, LA COOI.Ift& and SOUSSB. 

llillol• 2~Ut/26th. .urcrat~ frca IIAlfA attockod tile alrfieldo 

•• COIIISO and CAStilL V£!'!WIO, and on tha 26th boabod and •ehlno CUMod tho 

landlnc cround ~SDOSA I5LA!m who,.. hi t.o ftrl ude aaong diaporood oil'­

craft. Regraded Unclassified



0 

32 

December 28, 
9:30 a.m. 

1942 

GROUP 

Present: Kr. Bell 
Mr . Paul .. )ir. Sullivan 
Mr. Buffington 
Kr. Kuhn 
Kr. Thompson 
L!r. Blough 
Mr. Gaston 
l(r. Cairns 
l.lr. Schwarz 
ltr. Haas 
)ir , Graves 
J.!rs . Klotz 

H.loi. JR: }!erbert? 

l!R. GASTON: I have nothing. 

MR. SULLIVAN: I have here prepared copies of every­
thing in connection with the new income tax folder, including 
copies of t he letters. I thought you might ·want it for 
your record. (Papers handed to the Secretary) 

H.K. JR: John, if you had a chance to put someone on 
the radio for five or ten minutes to explain to individuals 
how the Victory Tax works, could you do i t? How many 
minutes would it take somebody to do it? 

MR. SULLIVAN: We have been offered fifteen minut es 
a week for ten weeks . The time is being offered to us 
on all of the eastern stat ions. 

H,loi . JR: East ern? 

loiR. SULLIVAN: Yes, sir. 

• 

~· • 
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H.W. JR: Fifteen minutes a week? 

MR. SULLIVAN: Yes, sir. 

H.M. JR: How is that coming to Y,Ou? 

33 

MR. &JLLIVA!~: It is the Atlantic hookup. We had 
it last year in Washington. 

H.K. JR: I mean, on a national hookup. 

&m. 9JlliVAN: You couldn't do it in five minutes, 
but you could in ten. 

H.M. JR: Suppose you begin to prepare it and I 
will discuss with you whether you should do it or 
whether the Commissioner--

KR. SUI.J.IVAN: Yes, sir, 

H.!.!. JR: I have in mind the end of the week . Will 
you? 

MR. SULLIVAl~: Yes, sir. 

JI .W.JR: Vlhat I have in mind is this: I will know 
more about it tomorrow, The program that we have been 
putting on for War Bonds from aix to seven Saturday 
nigbt - I am not going to get emotional about it, but it 
ia ao unbelievably lousy that I never was so ashamed in 
110' life of anyting. I called up Peter Odegard. I ns 
first going to call you (Graves) , but that anybody con­
nected with the Treasury should let anything lik~ that 
go on the air is just an outrage, and I am going to cancel 
the whole thing. It isn't the money; it is what goe~ on 
the air. Peter agrees with me. We are having the people 
down - we are going to postpone the whole thing, but 
it is just inexcusable t hat anything like that should be 
allowea to go on the air wi th a Treasury name . It is 
the second time, The week before - it is inexcusable, and 
all I can do is to stop it - I mean, the week before I 
heard it, and this Saturday I heard it, and it just ruined~ 
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week end. So I sent for Bill WUrrar and R&iner,and so 
forth, and so on. Then I l i stened to the other program. 
How m&Of people heard the seven to eight program Saturdar 
night? 

MR. GAMBLE: You are talking about the "OVer Here" 
program? 

H.M. JR: No , I am talking about the program on the 
Blue Ne twork. 

~. GAMBLE: That is it; I heard it . 

H.Jl.JR: Would you buy a bond after listening to that? 

MR. GAMBLE: No, I don •t think the Treasury shotild 
be i dentified with that kind of a program. 

H.M. JR: I think it i s t errible. In the Jirst 
place, I think it is terrible that we spend five thousand 
dollars for a vrogram like that; and secondly, i t is 
terrible that 1t is the kind of program i t i s . I would 
spend a hundred thousand doll&ra not to have had it on 
the air. There is· something wrong, Harold, All I can do 
ia to atop it. I can't wri te a program but somebody 
somewhere out of the three hundred peopie in War Savings 
Staff ought to be able to do a program. It is pretty bad. 

The other one which followed at ten-fifteen - I 
shouldn ' t have to be doing &Of of this; it upsets me. 
I e&n ' t think about important m& tters. The ten-fifteen 
program was a good program, but i t had no more to do 
with War Bonds than Campbell Soup bu. Who heard the 
ten-fifteen program? 

MR. BLOUGH: Is that the one Jack Benny--

R.li. JR: No. It just shows how little interest -
nobody heard i t here but one. It starts out with, "Thi s 
1a WOR, sponsoring a program for t he Treasury. • It went 
right into a story about a New York detective who becomes 
a mili tarr police . It went on for twenty-five minutes 

.. 

. .. .. 
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telling the story about the life of a man who was an 
UP. It was very well done, but it has as much to do - ( 
I was wai ting to hear at the end of i(, "And now buy 
milk of magnesi a , " instead of which it gave fiftee.n 
seconds, not more - maybe ten - on war oonds, at the end 
of that program. !hen it had an extract from Dewey. - they 
went all the way to California - by Herbert Marehall. Why 
you have to swi tch oa program clear to California end have 
Herbert Marshall read an extract of fifty words about 
Dewey is beyond me . 

MR. GASTON: Tom Dewey? 

MR. GAliBLE: No, John Dewey. 

H.Y. JR: But you people are responsible. You can't 
just wash your hands of it. I shouldn't have to do it 
at all. I don't like to get you in Monday morning to 
scold you, but I have got to, because after all it is 
the good name of t he Treasury which I am resuonsible for . 
I would like you to get into it, Harold, • 

MR. GRAVES: You want it stopped, as I understand it. 

H.W. JR: I want these people to be here tomorrow. 
I want these people to be here tomorrow. I want to stop 
it in their presence; I am not going to stop i t behind 
their .back. Odegard, Ralney, Callahan, and l.'urray. and all 
the rest of them - I will tell it to them to the1r face, 
and tell them why. I told Murray when I was up in New 
York that I didn't want any more of t his horror stuff. 
I go t a letter from my son Bob on the destroyer, and he 
said, "Why do they have to keep preaching to us all the 
t ime? Why do they have to give us all tliese morale 
lectures over the radio.• He said, "Program& are 
constantly coming over from the United Sta tea with all 
of these lectures, and everybodf on the ship is sick and 
tired of it. wny can ' t we have some decent music. We 
have to turn· it on t o get the English or German stuff to 
listen to any decent music.• I told that to Murray 
when I was up there a month ago, but he doesn ' t listen to 
me . Neither does Callahan, so the only thing I can do 
is to just cut. it off. 

.. 

.. . • 
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(Ur. Paul entered the conference.) 

H.l!. JR : I have some suggestions for them, but I 
will have to ge t somebody else to carry it out, because 
b~rray won't listen to me, Rainey won't listen to me, 
and Callahan won't listen to me , and I haven't got enough 
enerer to get mad. I mean, they just won ' t listen. 
Odegard won't listen to me . So, as I say, I am sorry to 
start it, but,after all, no one else in the Treasury is 
interested enough to listen. I listen, and I Pet sick 
to my stomach over it. o 

So you have it, for this coming Saturday - I mean, 
I will have a spot for you Saturday night, either for 
you or the Commissioner. 

MR. SULLIVAN: Yes, sir. 

H.M. JR: Then work out some stuff for two or three 
weeks on the Victory Tax, sort of follow-up stuff. 

MR. SULLIVAJ1: Yes, sir. 

H.M. JR: I will find a place for you. 

MR. SULLIVAN: I have signed a T.D., which makes 
quite a change in the red t.ape connected with the filing 
of ownership certificates required in connection with 
interest on bonds of domestic corporations - about four 
and a half million certificates there. There are about 
four million certificates on Government securities, and 
that, of course, will increase. We are doing away with 
both of those. On the tax-free convenant bonds we are 
putting the reports on a ~uarterly basis rather than a 
monthly basis. We are do1ng the same thing on the owner­
ship certificates filed by resident aliens. I wondered 
whether you wanted to say anything about it at your press 
conference . 

H.K. JR: I would like to very much. 

MR. SULLIVAN: All right. I think the clearest 
outline of it is in a memorandum from Tim }boney to 
Commissioner Helvering • 

• 

•• • 
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H.M. JR: Do you suppose, Schwarz, somebody in your 
shop can do this in the way of a press release? 

lffi. SCHWARZ : Surely. 

l!R. SULLIVAN: It is going to be a great boon 
not only to the individuals who own the securities, but 
especially ·to the banks. It has used up a great deal of 
time for them. We expect we may lose a li ttle money 
because of this, but the time we wi ll save can be devoted 
to other things that will give ua a net gain, I think. 

H.K.JR: Before I see it, show it to Jlr . Gaston, 
will you please? 

KR. SarNARZ : Yes. 

MR. SJLLIVAN: The Outdoor Adverti sing people 
made up a booklet showing the extent and type of adver­
tising they did for us under George Buff i ngton last 
year on taxes, t~x-free advert ising, or rather free 
advertising on taxes of forty- tour thousand dollars. 
They sent it over. I didn ' t know whether you wanted 
to see it or not . We thanked them at the time it came 
over . 

H.W. JR: I have seen that. I think I have, haven't 
I? I don't want t o write any more letters to the Outdoor 
.ldvertiaing--

KR. SUU.IVAN : I had them thanked orally. That is 
t.ll, sir. 

I would like to see you for just a second afterwards. 

H.M. JR: George? 

MR. BUFFINGTON: No , I don't have anything. 

H. ll. JR: Pauli 

KR. PAUL: I told you everything last night . 

-

( 

~· • 
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H.K. JR: After this meeting I want a breathing 
spell; then I thought that you, Bell, Blough and I 
could ge t together. 

MR. PAUL: All right . 

H.lo!. JR: Anybody else on that? 

MR. BELL: What is that, on the statement? 

38 

H.K.JR: He has been with the Bureau of the Budget 
Saturday afternoon. 

MR. BELL: Who was in on that meeting the other 
day? 

WR. PAUL: Just me . They called me up at home, Dan. 
They spent the afternoon up there . They insisted and 
came on up . 

WR. BELL: Did t hey go over the statement? 

MR. PAUL: No, just on the-message, the tax part 
of it, They had ·received the figures which threw off 
their whole calcul ation. 

UR. BELL: I mean, did they go over our statement? 

H.lo!. JR: Be didn't show it to them. 

KR. PAUL: I didn't show it to them. We had showed 
them an· earlier draft of i t, about f i ve or six days 
befor e - I guess it was the beginning of last week, wasn't 
it? 

KR. BLOUGH: Yes, it was after they had come over. 

MR. PAUL: '!hey never saw the draft that went to 
the President. 

KR. BELL: Haas has been in on that. 

H.lo!.JR: All right. 
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YR. BELL: Herbert, have you seen the statement 
we prepared? 

YR. GASTON: Yes, I saw it. 

H.M. JR: O.K. Then a few minutes afterwards, 
Randolph? 

YR. PAUL: 111 right. 

YR. G.U!BLE : I have nothing. 

39 

YR. KUH!I : Mr. Banyas hu some very good plana 
for making over that chart room,as you wanted. I wondered 
if you wanted to see him or see his plans before he went 
ahead wi th the work. There is some carpentrr and paint­
ine involved, but it is going to be a good job. 

H.M. JR: Yes, I would like to see it. 

MR. KUHN: Could I make an appointment for him? 

H.IJ.JR: Yes. 

WR. KUHN: Do you know who has t he negative of that 
film of Dover? 

H .~.JR : It is supposed to be out on the desk 
there . 

YR. KUHN: The negative trCJIIl which the film was 
made? 

H:W. JR: The whole thing was handled -the developing 
and the whole thing was handled by Ste~hens. I mea~, it 
waa developed by the- Army. He handled the whole thing. 

KR. KUHN: The people who aaw it said that the shots 
of Smuts and Churchill were about as good as any that can 
be found in the film libraries, and tliey are very anxious 
to have them. 

H.W.JR: You mean the moving picture people? 

/ 

.. . .. 

Regraded Unclassified



- 9 -

llR. K.UHII: Yes. 

H.Y. JR: Have we got the permission of the 
English? 

40 

llR. KUIIN: They will be delighted. They want them 
themselves, as a matter of faot. They want a copy. 

H.M.JR: Wlll you at least have prepared - who 
is going to do the titling? 

llR. KUilll : They are not going to show it as a 
film; they are going to keep that film and show parts 
of it. 

H.M. JR: I would like two copies prepared right 
away, and I want to send one over my signature to 
Churchill and one t o Smuts. 

l.tR. KUHN: Right . 

H.ll. JR : Will you? 

MR. KUHN: Yes. 

llR. BLOUGH : I have nothing. 

llR. CAIRNS: I have nothing. 

llR. HAAS: I have a draft of a memorandUDI on sur­
plus supplies. I would like to have a few minutes -
there is an error in the thing. 

H.K. JR: .Ul right. 

... • 
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llR. HAAS: That is all. 

H. I.I. JR: White? 

WR. WHITE: I have nothing. 

H. I.I. JR: When· are you going to be ready for this 
other meeting? 

WR. WHITE: We had a meeting Thursdllf, and we 
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are going to have another meeting tomorrow. After 
that meeting you will probably want to see the report 
in the form in which it will be and have an oppor tunity 
to make some ahanges. 

H.\I. JR: Where do we meet on Wed.nesday? 

MR. WHlTE : We met here. 

H.Y.JR: Where will we meet? 

MR. WHITE: On Wednesday, as far asi understand, 
it was to be at Vice President Wallace's office. 

H.ll. JR: I would like to spend ao111e time wi. th you 
before we go up there . 

KR. WHITE: Wednesday morning or Tuesday afternoon? 

H.J.!.JR: Tuesday afternoon. Do you want me to put 
you down now? 

KR. WHITE: All right, air . If you can, make it as 
late as possible. 

H.M.JR: Three o' clock would be my .deadline. 

-. 
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(Kra. Klotz entered the conference.) 

MR. ~RITE: All right. 
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We also had another meeting with State and others 
on the Stabilization Fund, in response to Kr. Hull ' s 
request that we have another meeting. Apparently it 
was PasTolsky who had created same doubte in Hull's 
mind, but he is now caapletely eatiafied. He baa taken 
it up with Hull, and I presume saaetime in the near 
future they will get in touch with us. Saae modifica­
tions were made. It ia in better shape. 

We seem to be unable to get transportation for that 
man who was 8Upposed to go to London . They say they 
may not find a place for him for a 7ear. 

H.M.JR: Who do 7ou suspect, Harrf? (Laughter) 

MR. 1Ai!ITE: I don't know who to suspect, but I 
don ' t know who--

H.M.JR: ~no controls tha t ? It is very simple. 
Stephens can - it goes through the Ferry Command- I 
mean the Army Transport. 

KR. THOUPSON: We have been working on that, but 
we haTen' t been abl e to get any satisfaction. 

KR. 'l'i!ITE: He ian' t the aost important aan, but I 
know a lot leas iaaportant who are going over in th~ ne xt 
six aonths, so I don't understand why they are taking 
that attitude. r will take it up with Stephens. 

H.M. JR: The thing ia oampletely controlled by the 
Army. Weren't you in London with me? (Laughter) 

KR. 'l'i!ITE: Yes. 

H.K.JR: Remember how they controlled thoae.tbings 
over there? 

MR. i111ITE: Yea. All right. 
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VR. SCHWARZ : There is a growing discussion in the 
papers of this plan for paying now for goods to be 
delivered later . You may be asked about i t this after­
noon. I thought I would mention it to see if you wanted 
to diseuse it . 

• H.lL JR: How doe a that differ fr<111 the V1ar Bonds? 

YR. Hi!S: It is not as good. 

KR. V.RITE: We must han received at least a halt 
a do~en letters from various important places i n the last 
six months, making that suggestion - or possibly the last 
year, and we ha~e in the past prepared l etters showing 
why it is not a good plan . · It has cropped up again, I 
presume, because Kaieer is boosting i t . 

MR. SCHWARZ: And Nugent . 

MR. PAUL: Ralph Nugent of OPA has been the big 
pusher of it . He talked with me. I had lunch wi th 
them two weeks ago. The press was af t er me all the end 
of last week. 

MR. ~ITE: I think we ought to make certain t hat 
the memorandum is available and comprehensive, because 
apparently it is gathering momentum. We have been 
approached about t hat a number of times from important 
placee. 

WR. PAUL: Not only that, but alaost a year ago 
a man named Friecbllll in New York brought it up. 

WR. KUHN: The Veredith Publication baa been coming 
down here trying to get us t o adopt it -months ago . 

VR. HAAS: The Secretary baa wri tten a letter to 
Sloan of General Motors, and a!ao the president of 
Weatingbouae . 

H.M.JR: Just for fun, see who can discover t he 
oldest letter. 
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MR. ~BITE: I think it ia the Frie~an letter, 

H.M.JR: Elisha? 

lo!R. '*RITE: No, a young fellow. 
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H.M.JR: I waa amused at this letter to the Timee­
Berald thie morning. (Reading) "The schane for 
' installment buying in reverse ' being discussed in 
policy-making Goverillllent quartere did not originate with 
an CPA expert or Henry J. Kaiser, shipbuilder, as is 
claimed, but with John W. Hanes, former Undersecretary 
of the Treasur,y. • (Laughter) And at the end- "Hanes' 
idea ia only one of the many for • hi ch he baa eeldall 
received cre_di t publicly. • (Laughter) 

MR. GASTON: We will let him have this one. 

MR. PAUL: ihat is that you are reading? 

H.M. JR: Times-Herald. 

MR. BELL: Kr. Secretary, I think it is important 
that all those things be centered in one place. We 
are writing too many different letters, and each one 
expressing a little different idea on i t. I think they 
al l should go to Baas. 

KR. WHITE: ETery letter that left my office baa 
been cleared b.f ever,ybody, including yourself, Dan. 

KR. BELL: I think they all ought to be centrali&ed -
all in one spot. 

H.K.JR: You mean all letters should be centralized? 

VR. BELL: I mean particularly on the financing and 
plana l i ke that. They ought to go through Baas' place, 
or be there for answering. 

H.loi.JR: Vlllo routes than? 

.. 
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MR. BELL: I don't know. 

MR. THOMPSON: Those addressed to you are sent to 
Mrs. Forbush. I will cheek on it. 

H.M.JR: iby don ' t you use this just as a test, 
will you,Norman, because the Mail Room comes under you . 
Find out how many letters on this plan haTe come in 
and bow many different places they were routed to. 

WR. T!ICI!PS<Ji : Yea, air. 

lffi. SCHWARZ: You might want to say something, 
at the rate they are asking questions about it. 

H .~ . JR: ~bo will giTe me a memorandum on it? 

lffi. BELL: I think Haas' offi ee could give you a 
memorandum on what wa haTe done in the past year in 
replying to those questions from our angle. 

H.M.JR: White bas been handling some, too . 

MR. WHITE: I don ' t think t here is any difference 
in opinion . 
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MR. KUHN: Mr . Secretary, the day after Kaiser 
made his speech the head of the Willya-OTerland Motor Com­
pany gaTe a press interTiew in which he just t ore that 
plan to shreds. I think a clipping of tha t might be 
helpful. 

H.». JR: Yiho tal ke.d? 

WR. KUHN: The head of the Willys-OTerland Auto­
mobile Company replied to Kaiser, and did it Tery scath­
ingly. He said the plan was cock-eyed and the War Bond 
feature of it was illegal, and the whole thing was as 
crazy as anything he had eTer seen. 

H.M.JR: Paul, haTe you been in on it, too? • 

•• -
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MR. PAUL: Tbe people have betn coming to me !or 
a year on it , I have got a memorandum opposing it . I 
bad lunch with Nugent ~nd Gilbert not long ago . I 
referred thea to Bell. I told them that the thing to 
do was· to have a conference with the Bond people in the 
office, and I had not arranged that yet . 

H.~!.JR: You had better look into t hi s thing, 
Norman - I mean, how many different people are answer­
ing the thing - the thing that Bell raises - because 
correspondence does come under you, doesn 't it? 

lo!R. THCUPSON : Yes, air. 

H.M.JR: I would go over the whole thing, and thi s 
is as good an example as any. 

MR. PAUL: A lot of people have come to m~per­
sonally, about it - not so much writing letters. 

MR. BELL: liy point 1e it 1e a financin~ matter 
and it ought to be centralhed i n the !1nan01ng organi­
zation, 

liR. PAUL: That is what I tried to do . I told them 
they would have to see you people . 

liR. BELL: I have seen very few of those people. 
I knew Nugent was talking about i t. We have written 
a number of letters on it, oppoaing it, pointing out 
that what you are doing is giving the people who bold 
the bonds priority on post-wer production. There 
are a lot of angles t o it. 

H.II . JR: 
you? 

To get this thing - who works on it for 

~R. PAUL: Mr. Blough' e office . 

H.lo! . JR: All r ight; ihite has worked on it, and 
Haaa and Blough. Would t he three of you get together -

• 

.. 
• 
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that is what these nine- thirty's are for - and see 
that I have something at three- thirty, Harry and George 
and Roy? Get together and get me something in here 
by three- thirty. 

Then you (Yr. Thompson) look into this tLing about 
t his correspondence, will you? 

~R. THOMPSON: Yea, eir. 

H .~ . JR: \ 'hat else? 

MR. GRAVES: Nothing. 
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H.W.JR: I have not seen 
so if you know what.they are, 
u of Saturday. 

any figures on the E Bonde, 
I would like to know -

MR. GRAVES: I have them. 
direct from George . 

I supposed you got yours 

H.M.JR: No, I have not had anything since Wednesday, 
and Bell does not follow them any more. 

WR. HAAS: We give thsn to the Secretary once a 
week unless you specifically aek for them. 

WR. GRAVES: Would you like me to--

B.K. JR: I will ask your secretary to bring them in. 

WR. GRAVES: We han t hem through the 24th; 

KR. BELL: All I have is through the 21st - four 
hundr ed and twenty-five million of E Bonde up to the 
2lat. 

B.~ . JR: I was hoping they were good so I coul d 
aay acmething about it. 

KR. QIMBLE: Over a hundred and ten percent of our 
quota . 
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WR. GRAVES: N9, it ia much lower than that. I 
find in checking with Vr. Haaa' people that f or acme 
reaeon or other the banks are very slow in reporting. 
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He had seven of t he Feda reported on Wednesday and seven 
again on Thursday. There is aanetbing there - · the 
figures look bad, but there is that explanation for them . 

H.M. JR: Have you got anything? 

l!R. GRAVES: Nothing. 

WR. BEll: I have not ning. 

WR. TH<llPSO!l: This ia Wr. Hau' report on coinage 
and currency which you asked for. (Report banded t o t he 
Secretary.) 

H.M. JR: All right. 

MR. THOMPSON : If I could stay a minute, I would 
like to apeak to you about .lo!r • .lo!ager. 

H.K.JR: All right • 

.lo!R. BELL : I will be ready for you a!l by ten-fifteen • 

• 
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TAXES (Budget Message) 

Present: Mr. Bell 
Mr. Gast on 
ilr. Paul 
Mr. Blough 
l.!r. Baas 

Deoanber 28, 1942 
10:30 a.m . 

H.~.JR: Now, let's bear about what happened 
Saturday. 

MR. PAUL: I guess we ought to go back to the 
fact - I don ' t know whether you realized it or not, 
although I think we told you - that one of the earlier 
drafts of this statement that was finally sent to the 
President, Roy and I discussed one day with Colm and 
Jones . They came our to cooperate on the Budget 
Message. That was a very early draft , and we dis­
cussed - I t hink we told you we discussed the question 
of whether there should be any specific recommendatione, 
the Bureau of tbe Budget being very strong for specific 
recommendations . 

MR. BLOUGH: Of course, they didn't know wbat the 
purpose of the draft was. As a matter of feet, I wrote 
i ·t for the meeting which we bad with than for toat 
purpose, and then, having discussed i t with them, we 
jus t went on and elaborated and revised it . 

MR. PAUL: That was the basis of the draft which 
was f inally sent to t he President . Although it was 
~uite thoroughly changed, I don ' t think it was so much 
changed in eseence. 

Saturday I was supposed to be haae, but I was 
called up most of the a&y, and just after lunch the 
Budget ca!led up . 
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First they said they bad this thin~ , and I s&id, 
"Send it up to me ; I will go over it this week- end." 
'Ihey $aid, "All right . " 

Shortly the;y called back and said that Smith was 
very anxious to have me look at it that afternoon, if 
possible; and they asked if they could come up to my 
house and go over it . Of course I said, "Yes," and 
they did. 

Jones and Colm came up and they bad another man 
with them, whaa I knew but I could not remember his 
name. They spent practically the whole afternoon on 
thei r dral't. 

WR. BLOUGH: It wasn't Lebowitz? 

MR. PAUL: I don't know. He was a young fellow 
about thirty-five. 

MR. BELL: Did they have a draft on taxes, too? 

WR. PAUL: They had a draft on taxes and I will 
tell you about what it contained. The¥ said their 
figures were all thrown off by the budget figures . 
Tbia waa prepared before they received those. 

They contemplated a program of twenty-one billion. 
That was composed substantially as follows: about 
ten billion additional taxes, two or three billion 
social security, six billion caapulaory savicgs, end 
the rest of it was increased corporate rates, loopholes, 
and so on. It wae very specific throughout . 

It went on to the followi ng points: it discussed 
and strongly advocated collection at the source, and 
in tha t connect ion i t came out very strongly for the 
Ruml plan - not a modi fied version, but a version which 
went the whole way, and said if neceseary we bad batter 
forgive the t axes of the high bracket• as well as the 
low. 

H.~.JR: Tbls al l went to the President? 

•• • 
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MR. PAUL: I t hasn' t gone to the President yet . 
They c~e out for a sales tax of five billion, and they 
put it in the alternative. They said they could not be­
lieve that some scheme could not be worked out whereby 
ex .. ptions could be afforded to the lower income groups 
and they left it open so that either Colm' a plan or Ben 
Cohen' s plan could be used. 

They advocated that the twenty-f ive thousand be 
done, not by the pr esent system, but by higher taxes 
ext ended to all incc:uea . They had in the tax-exempt .•. 
bond loophole; they had in cross reference to social 
security; and they bad one or two other things like 
higher liquor and tobacco taxes and higher postal rates. 

It was a very specific program along tha t line . 
think I have given you all the leading lights in it. 

I 

I told them that I thought they went too far in 
the Ruml plan and tha t I was against thei r consumption 
tax. We had quite a long argument about that . They 
have got sane new rationalizations of that, and I told 
them I thought they were rationalizations. 

We had some discussion of the corporate rates. 

The only things to which I could take exceptions -
as specific points - were the sales tax and the Rum! 
plan. 

Oo the canpulsory savings I told thaD that I thought 
they were not taking au!fic.ient account of t he lou in 

the E Bonds that we would have, and that i f we had a 
progr1111 it ought to be aore than six billion . Th.ey were 
revising that . Thei r idea was t o get that to Smith over 
Sunday . He was going to work on i t. 

They wer e very insistent on having a conference 
Saturday afternoon, and said Smith had instruct ed them 
to show this to me. I don't know what that means. I 
said nothing about our revised document that went to 
the Preeident, being a little .. barraased, having 
talked to them before, but I didn ' t feel that I could 
eay ~.~~¥thing about it. 
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They are verr distinctly of the opinion that the 
Budget Message should show leadership, not only as to 
amount, bqt by specific recommendat ion . I t hink there 
is much in their point . I don ' t like some of their 
specific recommendations. 
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H.M.JR: Well, the President is going to have to 
make up his mind. I •sked to aee him tomorrow morning. 
I have no t heard fraa him since I sent that thing over. 

YR. PAUL: 
new figures . 

H.li.JR: 
savings. AJ.l 
E Bonds. 

They are completely thrown off by these 

But they have six billion of caapulaory 
that would do ie to knock out l\ar Bonds -

llR. PAUL: I told tham that. They said they wouldn't 
have any objection to it b~ing higher. 

MR. GAST/N: There are a few things I don't like 
about their speoific plan. One i s that I don't think ­
I think it ties us up too much. 

MR. BELL: So do I . 

liR. GASTOI : The other thing ie that it i s specific 
traa the wrong source. It l aya down a precedent for 
the Budget - laying down a tax program. 

liR. B.LOOGH: That il why it h in there. 

liR. GASTON : That is why it is in there, yea. 

H.Y. JR: ihat don't you like about it? 

MR. GASTON: I said what i a wrong about it ie, 
fi rst, I t hink it ie a mistake t o go down before Con­
gress : tor the Congreaa t o lay down too specific a 
program, because it tiee hie banda and our banda. The 
n om d thing ie, it ia too apecifio - the eecond 
object ion ia that the eourca ot thia specif ic program 
ie the Bureau of the Budget. It is l aying down a 
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precedent for the Bureau of the Budget framing the tax 
program. Roy comments, "Yes, tha t ia why it 1s in there." 

1om. BLOUGH: Colm very frankly said the other dsy, 
that in his opinion the Budget Accounting Act required 
the President, in the Budget Meaaage, to lay down a 
specific tax program. 

H.!.I.JR: Nuts. 

YR. PAUL: Did he say that, or was it tha t it was 
a specific figure? 

~R. BLOUGH: No, a specific program . 

MR. PAUL: %~atever we do, we are backed into the 
position now - and I am not sorry we are - that George 
suggested that the President impl«nent the Treasury 1n 
caning up on the Hill . I am like the Secretary, here; 
I want to have the President behind any program we do 
take up, wherever he gets behind it, whether in the 
Budget Message or somewhere. So I am a little divided 
on tbia. 

MR. BELL: It seems to me if you want leadership 
from the President, what you have t o do is get some 
agreement with the chairmen of the two committees, 
which you contemplated, and then have the President 
get behind it in a special message. 

H.U. JR: That is what we are trying to do. I 
don't understand Paul's position . 

MR. PAUL: W¥ position is that I don't want to go 
up on a tax program, which is wha t George suggested 
the President say - that we would came up with one -
without having the President behind it. If the Presi­
dent would get behind it, as Dan suggests, in a special 
message, that would be the beet possible thing; but 
short of that, if he is not going to do that, I would 
rather have him behind it in the Budget Message or same­
where, than to go up alone and fight it out without any 
aupport • 

• 

• • • 

Regraded Unclassified



- 6 -

H .~.JR: You are not going up alone - we are not -
I 8lll not , 
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YR. BELL: I think I •ould rather have no presi­
dential support than have it go up in the Budget Wessage. 
In the first place, I don't think you can get agreement 
between ll CI'I! and the time of the Budget Meseage , In the 
second place, a detailed tax program should not be in 
the Budget lo!essage, Tba t ie the wrong place , I don 1 t 
think the Budget Accountin~ !ct requires it. It requires 
a balanced statement, and 1t requiree recommendations 
to the President as to how it should be balanced; it 
does not have to go into detail. 

YR. PAUL: I argued against it, One argument , 
apart from others, which I made against the sales tax -
which they call a consumption tax in this message - was 
that if the President saya that, every headline in the 
country will say that the President supports the sales 
tax. It won't do any refining as to the kind he is 
supportin~; it will grab that as presidential support 
of something we have been fighting all the time. That 
is what you will get. They said that it is coupled with 
the acce~tance of all the other things in the message. 
I said, I know, but they are going to t ake just what 
they want out of this . " 

~R. G!STCN: The Ruml plan and the sales tax - a 
complete defeat fo r the Treasury. 

lo!R. PAUL: Tboee were the two I mentioned. 

WR. BELL: What is the next step, Randolph? 

ILR. PAUL: I presume that - I want to mention one 
other thing. Their compulsory aavings i a a perfectly 
flat plan. It i a a flat percenta~e. It bite th~ low 
income the same as the high. It 1s not a plan l1ke 
ours, Roy, with the progreeai n featur e in i ~ • I 
argued that with them and they eaid, ~at d1fference 
doee it make? The rich eave anyway, and we can get 
at their funds.• 
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I said, "I know, but from the standpoint of how 
much people have left to spend, they are going to be 
in the same position t hey have been in, and the low 
incomes are going t o be hard-hit . " 

They are pretty unliberal and completely - I think 
you could get the NAM endorsement for that. 

H.M.JR: Well, I don ' t see that there is anything 
to do except simply wait until I see the President . 
Saturday morning I asked Miss Tully to arrange !or me to 
see the·President. I am going t o go over and say, "Do 
you want to follow this procedure or don't you?" 

WR. PAUL: It isn ' t only a question of procedure. 
That is one question; the second quest ion is the things 
in there . 

H.M.JR: Randolph, the distinction I am making is -
I am not going to get excited about t his thing, I have 
been through too many of them. The President may ear, 
"O.K. Henryi I don 't want to send up a program; I think 
what you to d me about George is good; I am going to 
follow that. " What is the use of battling with Colm 
if the President is going to go out for it? If the 
President says, "No, I want to say something, " tben.we 
have to battle - and you will know by tomorrow mornlDg. 

WR. BELL: Tentative figures indicate we are going 
to have a deficit next year of seventy-two or seventy­
three billion. 

H.M.JR: Seventy? 

UR. BELL: Seventy-two or three billion dollars. 
It is up about ten from this year. 

H.M.JR: Up about ten? 

UR. BELL: Yea . All you have in additi onal revenue 
baa been absorbed already in expendi tures -more than 
been abeorbed. 
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H.V..JR: Bell, do you see any reason to prolong 
this thing? 

MR. BELL: Nci, I think you have just got to wait 
unti l tootorrow morning and maybe we should have a con­
ference wi th the Budget tomorrow afternoon, if your 
date is defi nite. 

H .~. JR: I will know within the hour . 

O.K. 
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RE: PROCUREMENT (Ford Contract) 

Present: Yr . Paul 
Mr. llack 
JdJ' . 0' Connell 

December 28, 1942 
11:45 a.m. 

H.U. JR : Cliff, these gentlemen were in here this 
morning, very much disturbed about this Ford contract. 
I thought they had better t ell it to you themselves. 
Go ahead . 

57 

MR. 0 ' CONNELL: The way this came to me, Cliff, 
was with a memo addressed to t he Secretary, recommending 
that he arprove an advance payment of a million two 
hundred and fifty thousand dollars and that he approve 
the form of contract which, apnarently, had been" prepared 
somewhere in the Procurement Dlvieion. The whole situation 
seemed to me - and I took it up with Yr. Paul - to be 
pretty bad, 

In the first place, the advance payment of a mil­
lion two hundred and fift,r thousand dollars was made 
before this was - wi thout an a~eement between Ford and 
the Treasury, and without the clearance or approval of 
the Secretary, which is requi red under the regulations 
even i f there ia a contract where we wai ve the advance 
payment bond and other things, which we did in this case. 

Then the other thing that disturbed me terribly 
about it was that the purported contract between the Ford 
l!otor Car Company and the Treasury is just absolutely 
ridiculous on its face. There are several required pro­
visions of law that are no t included: A renegotiation 
provision is not included in the contract; the Walsh­
Healey Act provisions are not included; and several 
other provisions are left out. The way in which the 
price was arrived at is not clear, either from the 
contract or from the exchange of letters on which the 
contract was based. There is a provision in it to the 

(' 
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effect that - this is absolutely r idiculous - if the 
Government wishes to eliminate an,y of the equipment 
called for under the contract it will be eliminated 
at the option of the Ford Motor Car Company. Those 
are typical of the things which were in the draft of 
the document that came t o me. 
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I find in talking to our people and Procurement 
that it was only after all these things had been done 
that the Legal Section first had any di rect contact with 
the negotiations or wi th the deal itself. It seems to 
me that whether it is typical or not, but particularly .... 
if it is typical, it is a very, very bad way to· have 
things handled. The contract was drafted by some people 
in the Procurement Division, not in the Legal Division, 
and the negotiations that went on between your people 
end Ford l eave a great deal to be desired, in ~ judgment. 

It seems to me that in every situation like the Ford 
case or in all these important deal si especialll when we 
are fo llowing a new track, that our awyers ougnt to be 
in on the negotiations and ought to draft the contracts~ 
and not be expected to button uv a lot of mistakes after 
they have been made, which I think was the case in this 
instance. 

l!R. KAat : Yea. Well now, if what you say is the 
case, this is the fir st I have known that it was not 
cleared through Legal, of course, before the contract 
was in shape lor preparation. 

liR. 0' CONNELL: The first intimation our peopl e had 
on it was on December 5, when one of our men, J.!r . King, 
celled with reference to the fact tha t they had paid a 
million two hundred and fifty thousand dollars in advance 
payment to Ford. 

Now, there is nothing in the record that indicates 
to me that it was necessary to make the advance p~ent 
to Ford prior to the t ime that we bad a contract . As 
a matt er of fact , the only thing in the r ecord is an 
lndiution from Ford to the effect that he thought he 
ought to have about twenty-five percent down. I think 
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tha t provision probably was reasonable, to p~ him 
twenty-five percent, but I think it could have awaited 
the signing of the contract, because without going to 
the Secretary it is just downright wrong to make an 
advance payment to Ford or General Motors, 

MR. PAUL: The instructions are very explicit. 

59 

UR. O'CONNELL: There is no contract yet between 
Treasury and Ford, and the million two hundred and fifty 
thousand dollars was paid over six weeks ago. 

liR. W.QC: I am trying to think of the history of 
this case. As I recall it, there was quite a job to 
get rubber equipment. There was rubber equipment that 
had been purchased for manufacture. Then there were 
some delays at VIPB, and the next event that I have in 
mind is that Jeffers ~e in the picture and Batt turned 
the whole thing over to Jeffers , 

LIR. O'CONJIELL: 'lhat is right. 

YR. taCK: · Alon~ about that time, as I understand 
it, the President tord Jeffers , or wrote him a note -
this I have heard, I don't know - that something must 
be done right away. And right at that time it so hap­
pene~ by coincidence, perhans, that it was indicated 
that they would be willing !o sell thls Ford plant 
provided they could move on it fast. 

KR. PAUL: But our lawyers are right over here 
constantly. 

YR. WAQC: Now, it was rq understandinz that the 
Legal Division pr actically lived with this thiag; and 
if they knew nothing about it, it is amazing to me, 
because I have talked to Hill about this. I have talked 
to the other s and naturally assumed that the same 
procedure that is followed in all oases would be followed 
here , 

KR. 0' CONNELL: I don ' t think that the right procedure 
is followed in most cases. 
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UR. PAUL: Aren' t there some people over in your 
shop who don't believe in having lawyers in on things? 

MR. MACK: I don't know that that is the case . 
If you are referr ing to this fellow, Dick - was he in 
on this picture? 

MR. O' CONNELL: I can't tell , but I believe he 
was. 

H.W. JR: Let's do this - let ' s be fair . Cliff 
J&i!.ck has not had a chance. Let him go back. 

UR. PAUL: I know that. We made that point to the 
Secretary. 

H.s. JR : I mean, you are catching him unawares. 
Let him go back and study this thing;and then when he 
has a chance to study it, I would like you to get 
together with these two gentlemen. In other words, 
post yourself , This is their side of the story. Now, 
you have to get your side. There are always two sides. 
When you have it, then come over and see me, but Paul 
and O'CoMell are disturbed that a thing like this, 
seemingly, could go through and then C?me up to me for. 
my approval two weeks after the money 1s paid. 

UR. UACK: I can well understand that. 

MR. PAIJL: And also by the tact that these contracts 
are negotiated without any help from the Legal Staff. 
They are very difficult legal c~ntraota . 

H.M.JR: Let Mack go baqk. 

Now the :gpint that Paul and 0' Connell make - Paul 
has not got time , bllt 0 ' CoMell has all the time - will 
give all the tim:e n{'cessary from now on on anything that 
approaches the size of this thing--

IIR. MACK: Fine. 

• 

•• • 
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H.M.JR: He is available until fUrther notice 
to assist you on anything you need on a thing like this. 

MR. t!ACK: As a matter of fact , the Legal Division-­

H. L'. JR: 'Jhe trouble is - I take part of the blame. 
There should be somebody here in ~ office, an assistant 
seoretary, somebody who could be available and advise 
you. There hasn't been such a person since ur. S.ope 
left. I have been trying to f ind such a person, but 
I have been unable to because I don't want to get some­
body who can' t make a contribution. We used to have 
Harold Graves. You have noboctY to go to as a father­
confessor when you are in trouble. Pending~ finding 
somebody who can be of assistance, out of thi s office, 
I want O' Connell to make himself available as much. as 
he can, you see . This can all happen - let's say 
that they are right,for argument ' s sake, let's say they 
are right and it got byrou. Well, it oan happen once, 
but we don't want it to happen again. 

You go baok and post yourself. As I. say, from now 
on, unt il we can find someboctY with the rank of assistant 
secretary who can be here to help you, O' Connell will 
do all he can and that will be his first order of business . 
That is agreeable t o you, Paul, isn't it? 

MR. PAUL: Yes. I will be available for some of 
this. 

MR. liAat: 'ihis is amazing to me, because we'h.ave 
our attorneys- as a matter of fact , before- well,a 
year or so ago we had, I think, something like six 
attorneys; now we have twenty-eight or thirty in all 
sorts of deal s. 

IIR. O' CONNELL: '!hat is not quite right. We actually 
have t en now, and we used to have about ffve . 

MR. J.IA<X : '!here are more than that. 

IIR. 0' CONJfEU.: Not in the Legal Section • 

• 

•• • 
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MR. MACK: I am worki~g with themJ I see them. 
However--

l!R. PAUL: I wish we did have that me.ny. 

KR. MACK: They are i~ negotiation, they lived 
with the rubber deal, they lived with the oil deal. 
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It is surprising to me that this was not known to them. 

H. JI.JR: Look, Clift, you are not prepared. Go 
back and post yourself, Then when you are ready and 
have posted yourself - because t hey feel that this is 
not a contract, and they are going to have to do some­
thing about it - the question is, what are we going to 
do. I hope there are no more like them, but I think 
that both of you gentlemen had better take a look back 
over this thing and see if there are any more like 
these. Then if you don ' t mind, after the three of you 
have gotten together again, I would like very much to 
meet the three of you,with the recommendation~ and 
then I want to hear Mack' s side of the story. 
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HMJr: 

Randolph 
Paul: 

IIMJr: 

P: 

IIMJr : 

P: 

RMJr: 

P: 

IIMJr: 

?: 

IIMJr: 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

Deceaber 28, 1942 
12109 p ••• 

In thinking about eomebcd)', I t hink I once 
looked into thla man - the- wha t 'a the naae 
ot this great, bi~ organi za tion in Chicago -
merchandising. 

Sears Roebuckt 

No. 

Montgomery Wardt 

No, it ' s- the same man oontrola P.M. 

Oh, Marshall Field, de you meant 
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Yeah, well now Marshal l ' Field, you know, 
their organizati on, their atoree and their 
factories and everything were on the down •••• 

Yeah. 

. .•• grade, and somebody atepped in there and 
r eorganized them - did e marvelous Job. 

Yeah. 

And •••• 

I d1dn 1 t know th.a t. 

Ballot 

I d1dn 1 t know th.a t. 

Yea , well, I once looked in and I take i~ that 
Maraball Field would still mora or lees control 
that , wouldn' t het 

Yeah. 

And I thought pceeiblY through Mr. Wet• you 
might t1nd out. 

I'll call Wei1 right away. 
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HMJr: 

P: 

RMJr: 

P: 

I!MJr: 

P: 

I!MJr: 

P: 

H!{Jr: 

P: 

RMJr: 

P: 

iDIJr: 

P: 

I!MJr: 

• • 
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Now then a~mebodT - I waa ~uet trying - I ' m not 
sure that the un who did.n t do the Job died, but 
I 1m not sure. 

Well, I can find out about it. 

But there 's somebody stepped into that big organi~a­
tion, took it and put 1t back on i ta feet , and 
made a moner-maker out or it. 

Well, I' ll - I' ll call lfeU r i ght avar. 

Nov 1t1 6 that kind or a oereon, if he's a 11berel 
and eo forth. 

Yeah. 

Ien't 1t- that' a the kind or person ~e'd vant. 

That ' a r igll t . 

Beoauee that's a big, bad •••• 

Ae a ma tter ot f act, he might do vork in the 
Treasury on a more extended tront than th1a. 

Oh, he would. He'd have t o. 

Yeah. 

He'd have to. Olt~. 

All right. 

Thank )'OU • 

• 

,. 

0 
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G•orge 
Haea: Yea. 

IIHJr: 

H: 

HMJr: 

H: 

BliJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

• 

Two tb1nge - rind out who i a the pr~eident or 
Marshall Field in Chicago and let Miaa Chauncer 
know. 

Yee, ei !1!: 

And nWiber tvo - th1e memorandum tbat I asked 
r ou on the question ot the price or rood ••.• 

Yea , eir. 

• ••• befor e it comee t o me, I'd like you to go 
o• er it vitb Hi ae Elliott. 

P'ine. 

Beoauee after all ehe wae in the con .• -food­
in the coneumera aect1on ot O.P.A. and I 'm eure 
ahe 1 d have something to know about. 

Fine, I'll do that. 

Thank you. 

You 1 r e welooru. 

• 

• 

• 
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'.'IAR BO!mS 

Present : Mr. Gaston 
Mr. Graves 
llr. Gamble 
!.!r. Crampton 
llr • Callahan 
llrs. Klotz 

December 28, 1942 
2:05 p.m. 

H.Y.JR: Vi nce, I have talked with llr. Odegard, 
and l can' t wait until he gets here tomorrow, because 
tomorrow I am going to be immersed in taxes. I have 
talked with these gentlemen, and they agree with me. 
It is ~ decision to postpone any more of those seven 
to eight Saturday night programs. 

!JR. CALLAHAN: All right, sir. 

H.U.JR: Everybody who has hoard it here, including 
Mr . Gamble, J.:r , Graves , and anybody else 1'1ho has heard 
it, azrees with me that i t ia just too Gawd-awful, and 
so I want it postponed unt i l we have something that 
everybody is satisfied with, and we may never take it 
up. 

Now, on the Mutual program for this coming Saturday 
nirftt I want somewhere between five to ten minutes to 
put on either llr. Sullivan or llr. Helvering to explain 
the Victory Tax . You might ask for ten; it may be less. 
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MR. CAIJ.AHAI'I: We will take ten, and we can fill in. 

H.M. JR: Incidentally, I was to get from you, r~rold , 
the breakdown on that cost of the WOR proeram. 

I.IR, GRAVES: I have it on my desk. You say WOR? 

••• 
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II .II.. JR : The five hundred dollars - what that eoes 
for . 

MR. GRAVES: I have that , but I unders tood you 
wan ted the breakdown on the '\)vel• Here . " 

H.M.JR : Could you get them to Mrs. Klotz, please . 

The Treasury Star Parade - you ar e doing two more, 
is t hat right, and then you are going to st op? 

MR. CALLAHAN: No, we weren't planning to stop. 

H. U. JR: Bacher is doing two more . 

MR. - CALLAHAN: He did two more , the last 
'l'uesday. But we have made up enoueh prov-ams 
us through until about the f1rst o~ February. 
means we will start recording again so~e time 
part of January . 

H . ~! . JR: Who is going to--

MR. CALLA!iA!i: I don't know yet. 

two on 
to carry 
That 

the first 

H.M. JR : Postpone start ing those until I decide who 
is going to direct them. 

llR. CAWiiAN: That is a series, l!r . Secretary. 

II . !.!. JR: '!'hat is all right. Everything I am saying 
is serious. 

MR. CALLAHAN: No, a series. It continues three 
times a week; we have promised that to the stations. 

H.M. JR: I am having Bacher checked up outside. 
I wan t to find out more about him, because certainly he 
directed those, didn ' t he? 

MR. CALLAHAN: That is r ight. 

H.M.JR : He is the man on the spot - isn 't he 
r esponsible for those programs? 

67 

• • • 

Regraded Unclassified



- 3 -

MR. CALLAHAN: Kr. Murray is responsible for them, 
;.rr. Secretary. 

H.!l.JR: What does Mr. Murray contribute besides 
the people who are out of hie agency? 

MR. CALLAHAN: He has been the direct or f rom the 
start. He conceived the ideas and hired the people. 

H.M. JR: I am not going to get into an argument. 
I told Mr. Uurray what I want ed, and what I didn' t 
want. He hasn't given me a single thing. I can'~ get 
upset all the time . I told him that I didn't wany any 
more of these things. I told him what I did want and 
what I didn't want. It must be tully a month or six 
weeks a~o. He said he would be down in a couple of 
weeks w1th stuff himself, but I haven' t got ten a thing 
out of him. Anybody that ~uts on a pro~ram the last 
two weeks the way Murray d1d - well , I JUSt can ' t have 
a man like that . I mean, I can't be connected- I 
can't have a man like that connected with the Treasury. 
I am not going to have a battle like I did with that 
girl, Lucy Monroe . 
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MR. GRAVES: That didn't come in Vince's department. 

loiR. CALLAHAN: No , sir. 

H.Y. JR: Well, anyway, we will try to make up our 
minds this week . I am certainly not going to rely on Jlr. 
l..'urray. · 

loiR. CALLAHAN: We have a.n eMar,emen t for J.!r. J.brray 
t o come down here on Wednesday. Shall we keep that 
engagement? 

IU!. JR: Odegard thought I ought to t ell him. I 
am perfectly wi lling to tell him. Odegard wanted me to 
tell him. O.K . ,~ wi ll tell him, but I am tellin,:: you 
now that on the Treasury Star Parade, WQich Bacher prod~ced -
I am tryinz to find out more about Bacher , and I am try1ng 
to find out more about ~rray. 
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Now, you say you don't - when will be the deadline -
so there won't be a gap? 

~IR. CALLAHAN: I would say three weeks . VIe have 
got plenty of time on i t . 

H.M. JR: All right. They are good. 

YR. CALlJU~N: I jus t didn ' t want to have a cessation. 

H.l!.JR: '!hey are good, but it may be necessary to 
break with ~ray. He seems to be a man who wants to run 
thincs his own way. He has given me such outrageously 
poor stuff that I don't know as I want to be associated 
wi th hi m any more. 

' !low, I haven t heard your Treasur;r Song Parade, 
You say they are doWnstairs? 

Affi. G.W BLE: Yes • 
• H.Lf.JR: Wi ll you check up, please, to see that 

both the recent Treasur1 Song Parade and the Treasury 
Star Parade are downsta1rs so I could drop down the first 
time I have a chance. 

'Gol den Eagle - I don't know anything about that. 

l!R. CALLAHAJI: "ntat is something we have been con­
sidering, J.lr . Secretary, looking for e. children's !)rograa 
ever since the drive started, and we have not found any­
thine. ife have not decided on that. We haven't decided 
to make a recomn:endation one way or the other. We have 
turned it over to Dr. Anderson to get his viewpoint to see 
whe ther he thinks it would be of any value. If he thinks 
eo, that recommendation will be made . 

H.M. JR: Well , it will have to come up to me. 
Why did we spend twelve hundred dollars on the Golden 
Eagle? 

MR. CALLAHAN: We spent it to find out whether we 
could build e. program·which would be suitable to the 

( 
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Treasury Department and to the school people and to every­
body. We have not been able to find an existing program 
on the air. We had in mind that if "e could reach the ' 
peoPle we would build a series of transcription programs 
simllar to the Treasury Star Parade , '!"ne only way we 
could f ind out was to get the people who were the best 
people in the business to build something and show it 
to us . · "l! 

H.U. JR : 'lhat kind of thing, Harold, wou~d come up 
to me -would go through Herbert Friday, and come up to 
me on a Tuesday. 

Urs. Klotz, beginning with next Tuesday, and every 
Tuesday after that that I am here , I have put down for 
an hour a meeting at which there will be Ur. Gaston, Mr. 
Crampton, ~!r. Odegard, and Mr. Schwarz . 

~ns . KLOTZ : What time? 

H. r.:. JR : Ten o'clock, '1\lesday . That i s about all, 
isn't i t , Herbert? 

Affi. GASTON : Yes . 

H.U.JR: Vfuat else, Harol d? 

MR. GRAVES: I have nothing 100re. 

WR. GAUBLE: I would like to just say one thing. 
It probably isn't necessary, but of all of the Government 
agencies we certainly b¥ all odds have had the finest 
radio programs on the a1r. I think a number of people 
have contributed to them. In ~ own mind I think Mr. 
Bacher has contributed greatly to them, but I also think 
there is a likelihood that Ur. Murrey has made some 
considerable contribution; and it would be a fine thing 
if in the unraveling of this we could keep both of those 
people in the picture . I hate to see anyone sa9rificed, 
beoause I think they have done just a splendid JOb. 

11. \!. JR: 'lbey had a complete free hand. Nobody , 
·has tried t o tell them anfthing - I was tol d we couldn t 

• 

( 
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with the result that what they have done in the last 
two weeks on that thing is just unbelievable, and I 
cnn ' t be connected with anything like that, 

MR. GA!!BLE: I think you have had to go through 
that. 

H.M.JR: I am not going to resign from the Treasury 
in order to disconnect myself from a program. So the 
only way to got rid of the program is to get rid of it. 

UR. GAL:BLE: I agree with that. I am not aga.inst 
getting rid of the program, but there is a lot of talent 
involved in this whole picture . 

ll . l.!. JR: I think they have had plenty of time to 
demonstrate what they can do. 

J.IR . GA!.:IlLE: I think you wi ll find them willing to 
do anything you want them to do . 

H.M.JR: aUt l ook at all the time this has taken. 
Look how excited I got this Saturday night and the 
Saturday night before, and it is always in the name of 
the Treasury. With all of these people who are un­
friendly to the Treasury, we have got to be extremely 
careful. We started out with the Texaco Hour, and the 
first thirteen weeks were wonderful~ we blazed the way. 
'lhe few I heard of the Treasury Star Parade were grand, 
but then when you get on to this level - I mean, somebody 
has got to step in and stop it, that is all. 

UR. GAUBLE: I agree with that, but I thiDk it all 
can be done by you through some one person that you make 
sure understands what you want . They just don't under­
stand what you want. 

Am. GA~TON : I don't know what we are doing. I need 
to look at· the different ~rograms before I can form all¥ 
Judgment, except that I d1d have that. very definite idea 
that this was a ~teneral entertainment program whi ch with 
juat tho Treasury's name attached to it was not of any 
particular value . 

• • • • 
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H.M. JR: On the plus side, &11 these very fine 
plugs we get from the commercial companies - you don't 
need much more unless you have some special purpose . 

MR. GRAVES: I think that is right. 

li.IA. JR: I mean, I listened Saturday- to the Lucky 
Str ike, Pet Milk - everything was grand, perfectly grand. 
Did you hear the WOR program? 

MR. CALLAHAN: No, sir. 

H.Y.JR: Did you hear the seven to eight program? 

l!R. CALLAiiArl: No, sir. 

H.M. JR: '!hat is the thing that an:azes me. Nobody 
in the Treasury listens to these. 

!JR. CALLAHAN: What we do is , we have programs 
contributed every night . I can' t listen every night . 
We make a recording of these programs available ; the 
ones we miss, we do hear. That is the way we keep up 
with thtm. I have a machine at home fQr that purpose 
so I will be familiar with wl~t is going on. 

H.I.!.JR: Well, aeyway, t he meeting is adjourned. 
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TREASURY D EPAR TM ENT 

WASHINCilON 

December 28, 1942, 

J.!EMOR.ANDUl.l FOR JJRS. KLOTZ : 

In accordance with the Secretary' s request 
after luncheon today, I am enclosing herel'fi th 
statements itemizing the costs of the weekly 
"Over Here• radio programs from November 28 
to December 19, inclusive. 

I attach also a statement showing with­
out itemization the cost of the "Bond W~on• 
pros;rams from October 3 to December 12 , ln­
clusive, together with an itemization of t he 
expenses for these pr ograms on October 10, 
17, and 24. I have asked for a similar item­
ization for all these programs, and will send 
them in to you when reoei ved • 

. .,~,, •.... 

.. 

( 
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ORCI!ESTRA 
... ••• Yort~za ••n. a Dd l•ader 
b. ffollywood 

I OVBKBER 28, 1~42 

IIUSIC (Coapooithn,arr1.11&1n& a: oopyin&) 

SOI.O!STS a: OUEST STARS 
a. Now York 

1. Col-.u 
2. Otllore 

b. Hol lywood 

ACTORS AIID AN NOUJCBRB 
a. • •• York 
b. Hollywood 

SIJIGBRS {Q\oNt-14 YOicot) 
a. Mew Yert 
b. HollYifOod 

RROOOCT!OII It 'MIITIHO (8 Poop1o) 
a . H., York 
b. Hollywood 

· AC!LlTISS .t LliiB ll!ARGBS 
Hollywood awitohoa 1no1udod in th1e ti~uro. 
'~lnotoo-Sal• included in Dec, 12 ti«Uro• 

TRUCKING SOIIIID VPIOTS a: OROU TO SruDIO 

OVERTIIIE VAIIDBRBILT 111!4tRE STAI'P 

.lll08 , 00 
~a.l8 

100~.·~ 

600 . 00 
87 ,00 

110.00 

220 , 00 

zoa.eo 
11~.00 

600.00 
aoo.oo 

487 . 80 

100.00 

180. 00 

16.00 

!OTAL•••••• • •• •• • • • • • • • •••••••••• •• ••• • •J •• •• a . 18S.07 

-
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r£C!ll1li!R 5' 1942. 

CRC'iESlRA 
0 • 1:.-• rork-2!' •en and l eader 
b . Hollywood 

~'ll~lC (Compo~1t1on, arrall(ling !. copying) 

SOLOISTS h OUEST STARS 
a. }tew York 

1. Coleman 
2. Others 

b. Hollywood 

!C:O~.S AND AlliiOUNCI!RS 
a. r:ew York 
b. Nol.lywood 

SJr.t;EhS (Chorus-1.4 voices ) 

$1090. 50 
538 • .)5 

931.9/. 

5(10. 00 
84. 50 

110. 00 

3)0. 00 
137. 50 

a, New York 204 . 00 
b. Hollywood 

PP.OOOCr:tON &- 'NIIITINO ( ( People) 
• · New Yor k 550, 00 
b. Hollywood 250. 00 

FACILI'nES t. LINE CHARGES 48? . 60 
llollywood switches inoluded i n t his figure. 
Winston-sale~ included i n Dec . 12 figure . 

1\dlC~ING SOU!ID I!:FF!!C'l'S & ORGAN ro S'I'Ulli O 100, 00 

O'IZR'!'IIat VAN!I!R3Il. T TIN '1!1E STAFF 160. 00 

SOUh'D EPF!CTS, 75, 00 

TOTAL •• •••••••••••••••••• •• •••••••••• 15,SZ9.J~ 

75 

• . . 
I 

J .. Regraded Unclassified



DIC!IIIlllll 12, UIU 

ORC!!BSTRA 
1 , , ,. York-28 a u. Olld l eader 

b. llollywo.d 

MUSIC (c .. pooltlon, orra~l~ & oopyi~) 

SOLOISTS l GUEST STARS 
a. Jlew York 

1 . Ctl....._ 
2 . Other• 

b. l!tllywo.d 

IC!ORS AJID AllliOIJIICilRS 
• · lew York 
b, l!ollynod 

SIJG!RS (Choruo-14 nloeo) 
•• New York 
b . Hollywood 

PRODUCTION l MliTIRO (8 hople) 
a, Mn York 
b, Hollywood 

P4CILITIES do LI HE C11AR011B 
Hol lywood IWitohe o illolud.d in thio tl~re 
• t ootoa-Sal .. inoluded in Deo . 12 tlcur• 

TRUCKIBG SOUIID II'FIC'I'I l ORGA!I TO STUDIO 

O'IR.~TIII'! VAJIDERBILT 1'111URB StA.PI' 

SOU1ID !PPICTS 

tun.oo --

600,00 
tH.80 

66,00 

82,80 
66.00 

273.00 

100.00 
780,00 

780.00 

100,00 

167.28 

76.00 

!OtAL ••••• • • ••••••••• ••••••• • • ••••••••• •• ••• t 6,182 .07 

-
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77 
DBCIIIBI!R U , 1942 

ORCHESTRA 
a. New York-28 a•n u d l eader tl 35~ .oo 
b. Hollywo ... Blue llotwork not yet bill.,. . 

UUS!C (C•pot!t!on,a rrU>c!nt; t oopJi• c) 

SOLOISTS • GUEST STARS 
• · New Ytrk 

1. Co1eaan 
2. Otboro 

b. Holl ywood 

SIIIG!lll3 ( Cllorut•H • lou ) 
• · Ht• York 
b. Hollywood 

ODOC?IOH • fffi!TIWO (8 People) 
• • Hew York 
b. Hollywood 

FAC !LIT! ES & LII!JI QIAROI8 

Hollywood rtr! tohu !nol uded in t h h ttcura 
'IUnoton-Sdea !aoludod !n Doo. 12 t!cure 

rrtuj:XUIG SOII!ID BPFIC!'S t ORGAJI TO STUDIO 

V411DERBIL T tt!B4TIIB StAPl" 

898 . 87 

82.50 
185.00 

885 . 00 
55.00 

284.00 

550. 00 
350. 00 

41i0. 00 

·--.. 
75. 00 

TO!AL •• •• ••• ••• ••• • •••••••• •• •• ••••••• •••••• • •• t4. 74T.81 
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COOT <l" "BOND W!GON" PROGRAM. 

Oct. 3 
10 
17 
24 
31 

Nov. 7 
14 
21 
28 

Dec. 5 
12 

!''Women At War" Week. 

$344. 24 
403.00 
344.00 
398.00 
31. 20 
42. 00 

325. 511 
780.15 

1,022. 60 
701. 00 
431. 85 
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l'lNW ol t\rt tIE 2ft, 19JC 

I lSJ.OO 
23.00 
n.oo 
lS.oo 
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• 
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December 26, 1942 
3:35 p.m. 

INSTALLMENT SELLING FOR POST-WAR DELIVERY 

Present: ~r. Haas 
.Lir . White 
lo!r . Blough 

(Ksorandum entitled "Kr. Nugent' a Plan for 
InstallMent Selling for Post-war Delivery(• handed to 
the Secretary by Kr . Haas, copy attached.k 

, .~ 

MR. HAAS: I was just telling Roy that the Post 
editorial was better than our memorandum. 

H.M.JR: Is there one? 

MR. HAAS: We quoted ·it at the end. 

H.M.JR: ~ho in God's name is Nugent? 

MR. BLOUGH : I don't really know who Nugent is. 

WR. HAAS: He wrote a book on consumer credit , 

80 

and he was the man that they had over at OPA • orking 
on tha t subject over there. He waa connected • i th same 
foundation, and he was loaned to them. 

H.W.JR: Commission of six percent? 

I!R. HAAS: That is his plan . 

MR. BLOUGH: Some ran much higher than that . 

H.M.JR: I didn't know they bad commiasions . 

MR. HAAS: That is one of the advantages. 

(Wr. ihite entered the conference .) 

... • 
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H.M. JR: 
"How much can 
"Y1hat shaH I 
in? 

- 2 -

I think this part i s good. It isn't 
I save?" but they will be thinking, 
save for?" That is good. Who put that 

MR. BLOUGH: G&ea put tha t in. I would have taken 
it out . 

H.M.JR: Who? 

KR. BLOUffi!: Oscar 'Gaaa . 

MR. HAAS: He i s Harry's representa tive, 

lo!R . BLOUGH : I don't kp.ow as he put it in . lie 
said he wanted t o keep i t in . 

H.M.JR: I don't t hink that t he press boys are 
going to get in on this, do you? 

MR. HAAS: I wouldn't make too much of it, Mr. 
Secretary, it will just adverti se it , 

MR. WHITE: The reason why there wi ll probably 
be a big push for this is it is a bonanza for all sales 
agencies and corporati ons who have anything to sell. 
Tfiis would be the most wonderful thing. They immedi­
ately send out all thei r sal esmen and begin collecting 
orders eo they will have two or three years' orders in 
advance. 

YR. BLOUGH: And the adver tising people. 

KR. ~RITE: In other words, there are a lot ~f 
vested i nteres ts who will make much of it . That ls 
the only reason it baa gone as far as it baa. 

MR. HAAS: The poor soldiers won't have anyt hing. 
Thay would wait two years. . 

H.». JR: That is the best argument of all. 

MR. BLOUGH : It is implied in here. 

• • 
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; 

MR. WHITE: It was one of the arguments used in 
the discussion. "These priorities would be established 
upon the basis of consumers' present jud~ente of thei r 
post-war needs; ••• priorities will depend on ability 
to eave during the war and not on need i n the post-war 
period. " 

H.Y.JR: You have given me the thing. I will say 
it is nq nice for the fellow who ia earning twelve or 
fi fteen dol lar s a day. He can pile up all the priorities. 
~bet about the poor soldier t hat i s going to come base? 

YR. ~HITE: Or the young man who is just getting 
married. 

MR. HAAS: And what advantage over the present 
system? Savings Bonds give a man more latitude; be 
can change his mind. That is the argument the Post 
puts up. The only improvement is that i t gives some­
thing concrete. 

li .M.JR: I can't say - it I get into the thing ­
that it puts a lot of salesmen to work. 

YR. VMITE: Say it is a waste of manpower. 

H.M. JR: I will say I don't see i t baa any advan­
tage over the present ~ar Savings Bonde, and bee con­
siderable disadvantage. 

put . 
MR. BLOUGH : And then this soldier point is wel l 

H.M. JR: Sure. 

. MR. WHITE: Say that t he important thing i s tba~~ 
it does not mean additional savings. It means that l• 

you sel l a man a refr igerat or, be will buy a bond leas. 

MR. BLOUGH: And he wi l l have a good reason 

Regraded Unclassified
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for doing so because he la told that he i a contributing 
just aa much to the ~ar effort by buying that refrigera­
tor - it goes to the Treasury just t he aame . 

• 

H.M.JR: I won' t bring it up . 

lr!R. WHITE: No • 

• Regraded Unclassified



Mr. Nugent ' • Plan tor Inatalaont Bolling tor 
Poet-war llolivor:r 

Mr· Nugent•• plan ia one ot man:r propoeale tor the ealo 
ot durable oonoumption goode on a prepa;rmont baeie tor poet­
war delivor;y . Purohaaera would bo required to epeo1t:r tho 
general olau ot goode delirod -- aa e. g., elootri o retrigora­
tors, but not tho partloulor malto. !lo guarantee would bo ude 
aa to the price or quali t:r ot tho goode. '!'be tunde o-:-lloctod 
under the plan, l oea oommlaaione and expenaoa (var;ying between 
4.1 percent and 6.5 pe;cont , depending upon tho eizo ot t ho 
contract), would bo dopoeitod with tho 'rroaeur:r. Purohoure 
would receive pr1orit:r rightl to the goode ordered and would 
eeouro a discount on such goodl amounting to 10 percent ot t ho 
amount paid in. They would roodvo no inter .. t on their mone;r. 
'l'b.1e diaoount would oome troll dealers • coiiiDI1ae1ons 1n t he poet­
war period. 

Jlr , Nugent claim• tho t ollowing adYantagee tor hie plan! 

(l) Individuals would b e induced to ean additional 
amounta ot their current inoo11.1. 

(2) Tho federal GoverDlllnt would obtain addi tiona! loan 
tunda. 

(J) Induatr;y wo uld be enabled to lll&l.nt&in ita dealer 
organiu t i ona on a tull;y or partiallJ eelt- eupporting baou. 

(4) J. aubatantial poet-war ll&rklt would be a uurod to 
induatrJ, a nd a poet-war rationing e;y1te11 tor tho goode co•er ed 
would b e autoll&tloall y provided. 

In our opinion, theu claim• have 11 ttle merit • 

(l) !he a.ount ot oavlnga, in add1 t1on to cat U now 
going into aannga bonde, would probabl:r be 111&11 at boot. It 
11 likll:r that purohaloa under the plan would bo principall:r 
in eubatituti on tor pUrohoaoa ot eannga bonda. 

(2) 'rho aannga would bo dopoa1ted ln th o 'rroaeurJ onl;y 
atter tho deduction ot oollll11&1on1 ranging up to over 6 per­
cont. 'l'beao are tar higher oollllliaeiona than would be tolerated 
in any diroot aale ot !roaaur:r aocuritie a . (!ho ottootivo 
intareat rate p&i.d upon tundl aotuall:r depoa1tod in tho 'rroaour:r 
would depend upon tho duration ot tho war . l 
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(3) In the face ot the ex1et1ng manpower shortage 
lt seems to us to be a disadvantage rather than an adva~tage 
ot the plan that it turn1shee continuing emplorment to 
ealeemsn ot automobilee and retrigeratore. The maintenance 
ot competing sales toroee tor theae commodities would oom­
plicate the problem ot the eaver by adding to the question 
ot ~!_much oan I eave?• the question ot "What shall I 
eaverorf". 

(4) The plan would have no aubatantial etteot upon 
t he total poet-war market tor the goode oovered. Neither 
would it increase the supply ot euch goode available. It 
would merely establish certain prioritiea tor their d1etribu­
t1on. These priorities would be eetablished upon the baaie 
ot ooneumer s• present Judgment& ot t heir poet-war needs; 
such Judgments may be substantially dif f erent trom their 
aotua1 post-war neede. The man v ho hae purchased a pri ority 
on a refrigerator may find that he prefers an autoaob1le, 
and vice versa. Furthermore, the priorities v111 depend on 
ability to eave during t he war and not on need in the poet­
war period. 

The main considerati ons with reepeot to Mr. Nugent ' s 
proposal were well summed up in an editorial which appeared 
in The Washington Poet last Saturday on a aim1lar plan 
pr oposed by 14r. Kaiser. The Post said: 

"There is ••• no point in it, so tar as we 
oan see. Since bonds, eapeoially redeemable sav­
ings bonds, oan easily be turned 1nto oaah whenever 
desired, no purpose is aerTed, trom the point ot 
v1ev ot the individual, by tying up funds 1n 
epeo1al savings balances earmarked tor the purolJlae 
at an indef inite tuture date ot art1olee :ret to be 
produced. 1 
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TREASURY DEPA RTMENT 

INT EIII O FFICE COMMU NICATION 

TO cr. D. lf. aoll December 28, 1942 

,.0 .,. DBvin L. JJnkor, Jr. 

DEALERS 1 PORTFOLIOS 
(In 1111lliona) 

~ 
Dec. 22 Changes Dec. 2) Changes Doc. :U. 

'!'P.FMIIR! OO!f!IS I 
Under 1 yr •••••• 2.) 
1-S yra ••••••••• 1.2 
s-12 yrs •• •••• •• 1)5. 5 
oYer l2 yra ••••• 46.2 

185.2 

T!lf.ASURY IIOTES 1 
Undor l yr •••••• -<J . 'I 
1-S yra ••••• • ••• 27.0 

2b.i 

IIOLC !;!UOO 1 • ••••• • 0 . ) 

rn:c OOIIDS t ••••••• 0 .9 

O?.ll!!\ OUA!WiTEl<:D1 • --2:!! 
Sub-to~al 216. ) 

etta. ot Indebt1 • • 155.) 

Treasury BUla 1: ••• 1.4 
)7).0 

+).0 
+12.9 
+1).6 
•29.5 

-1.) 
- 7.0 
-ll . ) 

+O . J 

~ 

+21.9 

+6.8 

• 1.2 
+29.9 

"2.3 
4.2 

148.4 
~ 
214.? 

-2.2 
20.0 

l'1.il 

o.& 
0.9 

__01 

2)8.2 

162. 1 

2.6 
11)2 .9 

- 1.0 
-o.ll 
~.7 

.-:2.:2 
.... . d 

..(J . tl 
-2 .2 

--:).0 

+O.l 

~ 

-11.6 

-)0.8 

-o.1 
-1.2 .5 

1.) 
).4 

141.7 ...... 
~./ 
205.9 

-J.O 
1?. 8 

l4.i! 

o.? 

0.9 

__hl 

226.6 

1)1. ) .,../ 

v I 
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CONFIDENTIAl 
88 

( 
Ull!ID SUHS SAVIIIGS BOlDS - SEiliiS r .t.liD G COKBIIJI) 

Co=Parioon ot Docembor oaleo to dato with oa1oo durinc tha 
, .. , nuabor ot buoineoo 4&71 in loY .. bor aod October, 1942 

(.t.t iooue price 1n thouoaodo ot do11aro) 

Doc ember Ou.ulat1Yt •&1•• bY buaineae dar• 
Dell dai17 Deeeaber 

I 
Jlo••btr 

I Deceabtr aa 

1!;111 I 
October IEercent ot »o•••b•r 

Oeco<bor 1942 • • }0) 65.~ 
1 • 197 197 
2 2.~ 

'527 1,115 117.} •• 
} ),2111 7,8116 • 2,215 111.0 

II 1},9117 17,161 111,720 20,}22 116.6 

5 12,}0} 29.4611 31.425 211,}25 93.S 

1 17.522 116,986 ~4,o~ ~,922 1}8.1 

8 2,872 49.858 3 .9 ,695 11}.5 

9 9.576 59.11}4 49.326 55.998 120.5 

10 ,.651 65,01!5 58,842 59.711 110.6 

11 1 ,274 79.359 64,157 74,275 123.7 

12 7,135 86 ,495 71.352 76,430 121.2 

14 15 ,4}0 101,924 73.989 83,557 1}7.8 

15 7, 719 109,644 8},2116 91,884 1}1.7 

16 5 ,146 114,789 88,888 98.457 \29 .1 

17 11 ,654 126,443 97 .1511 101,252 130.1 

11 6 ,1166 1}2,909 104,487 110,()52 127.2 

19 7.992 1lio, 901 11},191 115 .757 124.5 

21 1},451 154.352 u6,8so 124. 610 132.1 

22 12,077 166,429 1}1,041 1}}.767 127.0 

~~ 8,25~ 174.682 1~,798 142,1111 127.7 

7.85 182,536 1 ,126 1116 ,525 125.8 

26 20,516 203,052 151,824 159.973 133,7 

O!t!co ot tho locrot ary ot the lfreaCUJ7, 
December 28, 1942. 

Di•lolon .ot Beooaroh aDd Statiatica . 

All ti,.roo are dopooito with t ho freaouror ot the United Stat eo on account 
of pr ocoodo ot oaloo ot United Statoo oa•lnco bondo. fbeoe t1curo• ha•o boon 
o4Juotod on tho baoio ot wire roporto ao4 thorotore will not agree with tho 
frtaturer 'a accounta . 

liiU"oo ha .. boon rounded to noarut thouoaod aod will not noceuarUr add 

to totalo. 

• 

( 

• 
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Dale 

1 
2 

' 5 

7 
s 
9 

10 
ll 
12 

14 
15 
16 
17 
18 
19 

21 
22 
23 
24 

26 

CONFI~ITI~ I 

UlllHD S'L\fiS S.LVIJIOS BOIIDS - SlllUIS I 

Coaparhon of Doe.,.bn o&leo to dah v1th oaloo durlnc the 
oamo nwobor of buolneoa de¥• In lo~ombor and October, 1942 

(At l ooue prlco in thouoando of do11oro) 

December llo•uber 

1911? 

* ~. u6 $ ~.116 • 5,16~ 79-7f. 
~ .449 8,6o5 9.~ 92,8 

l O,o42 18,647 20, • 5.<>45 91.1 
}9,690 58,3.H 31,}09 42,28~ 186.3 
16,61>8 74,9~ 53.076 52.98 141.3 

46 ,424 121,~8 62,326 73.919 194.8 
11,887 133.295 96.366 98,490 138.3 

17,857 151 ,152 111,002 117,077 136.2 
1},6o7 164,759 146,494 1i1,59} 112.5 

38,664 203,423 161 ,929 1 9.859 125.6 

17,480 220,903 181, 120 179.2}2 122.0 

52,056 272,959 188,497 194,811 144.8 

15,530 288,488 2G0,08~ 222,24} 125.4 

22,764 311,252 2 1,62 2}9.891 128.8 

24,848 336,100 262,274. 254 ,201 128.1 

25,26o 361,}59 287.409 290,282 125.7 

17.907 379,266 }14,568 }12,}86 120.6 

45. 716 424,982 }27 ,418 327.928 129.8 

18,0:l 443,o65 }71. 750 355.719 119.2 

16,6 459.751 , 90,176 382,~2 117.8 

18,942 478,693 10,473 396, 8 116.6 

54,198 5}2.891 429,168 4}4,661 124. 2 

All flsuroo aro dopoolto vith t ho Treasurer of t ho Unltod Bt&teo on account 
of proooodo of oaloo ot Dnited Statoo oavlnso bonds. Theoo flgureo have boon 
&dJuotod on tho baol o of vlre report• and thoroforo v111 not agree vlth tho· 
freaaurer '• accounta. 

licureo have been rounded to ooaroot thouoand and vlll not nocouarilJ aM 

to totalo. 

• 

( 

, .. 
• 
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O.ooaber 28, 1942 

Deer Franoilz 

If 1ou are a radio faA lou aaJ baTe aotiood 
t hat t he •tnton~atlon Ploaoe prograa l o DOW going 
Oil t our 011 behalf Of tr.'ar Bolllio , and that WO IPO 

&•ttl~~& allllona or dollar• froa t ho atudlo oudlooooa 
l'fer7 11011:. 

90 

Tbe pi'OiJ'Ul wlll be broodout froa Pblloclllpbia 
on Januar1 8t h, ant t l e produooro woula like TOr.J .uob 
to hue 1ou, 11 t he l11dl.D& Pbllodllpblao in tho 
Gover-At, take pert lD tho progru u a gu11t etar 
on that ennillg. 

I don't need to tell 10u how DUoh ploeaure it 
would give ua hero in the TreoaUPJ to haTe you aooopt 
tbh l.nYltatlon. Thoao who hue hii:ID part in tha11 
prognu eiJ' t hat it b loh of tlln. In acld1tion, 1our 
aooeptanoo would be or r11l help to u1 in t he ll'ar Bolli! 
oupelg11, aAd I do hope t hat ;ou oan arr• llli• to be ln 
fb Uacldphla 011 that anDi~~g. 

Won't 7011 ploaeo let u kllolr ae 1000 aa poael'ble? 

SlnoerelJ' , 

• •• 

( 

The HoMralllo, 
CC t o Gamble , Kell~h~r 
Cop1e2 to Thompaon 

Tho AttoPM7 O.Mnl, 
~aoblJiitOII, D. c. 
FK/ogk 

Copy 1n Dla ry 

Del. by Bundy 12 :20 
12/29/42 
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O.ce2ber 28, 1942 

Dear £lliott: 

Elinor and I want to tell ;vou how 
happ;v we were to read in thia morning'• 
paper General Doolittle'• citation in which 
he preaented ;vou wl th the Diatinguilhed Fly­
ing Croaa, which ;vou 10 r ichly deaerYed. 

All ot ~our tri enda an thia a ide ot 
the Atlantic, in which we include ouraelYea, 
are Ytrr happ;v at the aagniticent record 
tl:al )OU are saking. 

~ i th alncere regards , 

Yours ainceral;v, 

Lieut . Col. Elliott RooaeYelt, 
3rd Photo Group, 
A.P.O, 688, 
Care, Poat.aater, 
!lew York, !i. Y. 

91 
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• • • 

cop1 ee 1 n 0111 ry 

~~ 
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December 28. 1942 

Dear Franklin and Eleanor: 

I was delighted to read in thia 
morning's papers t hat General Doolittle 
had awarded tba Diltlnguilhed FlJii.ng 
Crose to Elliott. Wa7 I extend ay Ter7 
beartieat congratulation• to you on hia 
haYing aada aucb a magnificent record. 

~ffactionataly 70ura. 

Tbe President and ~rs . RooaeTalt. 

'ihe •\bite House. 

... 

Del. by SSAg en t 

Co pie e 1n Diary 

• 
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" 1 I Q r 28. 1tC 

».r ll.r ..... , 

--: n nt, 1ft • tllult- tor...,., 
7'>• •lei ., ..,. - \ nett .. -
pan of ""' _.,.. 1 ""'.,... ,.,. 
or ul.,.. ""PT ...... ..- 1, '"• ~ 
t l>• t I M7 nolt !~nth C:o,e\lM ...,.,. 
ao1'1ft . u. Y'l.e • ~"-"" \o --.:t•s Ill 
'"" ·>tat,..... tor -. I • ....,,.. l\ 
' "ek t o ,_ wl~ • _ l ._a, -
tV ll•ot vt ..... ,.., tiM ._ t .... 

(tl!,_t) II. lfO!'ftOlthou. Jr. 

.... llelle .. ll. ..... 
lloolwl9ta :la81< aad r-t a-. 
Vlftotr ...... t..,, ._.., a.. .. u •• 

• 

93 

.. 

P,S. I would very much aporeclote your 
eendlng me a copy wlth yuur autograph. 
(In Secretary's hand) 

• 

Pi cture o f Secretary end · 
Mr . HBnn: "lli th elncere 
opprecletion t or s grend 
evening. H. Morg~nthBu,Jr. • 

' 
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Dear Mr . ..... , 

" "' · ln • \lloulk,.. t or,.., 
ro• .. stt et 1117 ,_t non • ~ 
par\ of t llo - 1'7· 1 --.1~ M t ile 
er .rlo- ,..,. ..- -.4 I, \M, ....,_ 
tl>' t I M7 'l'ttlt IIHtl\ C:.."lS.. '4P"la 
ec""• · l t w• • ~"-...,.. W -'erc1'•1ll 
tllo >tet..,. t or ,_. I - ....... t\ 
•u• \o ,.... Vi~ ., - u. ..... , -
.., \ •0\ vt.-. far \ M ..., Y-.., 

(lllpell) II. lrOI'WIInthou. J r . 

. ... ..... M.. --.. 
'l'eeu.t• .... u4 '1'Ne\ c- . 
vs~ov .... lal•, .,.. c.,..ls... 

93 
v 

• .. 

P. S. I would very much appreciote your 
aendlng me a copy with your autograph. 
(In Secretary' s hand) 

Picture o f Secretar y and · 
Mr. Hanes: •With sincere 
oppreola t l on for a grand • 
evening. H. Morg~nthau , Jr . 
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RQB£.A'T M . rtANCS 

December 22 
1 9 4 2 

Dear ~r. ~orgenthau: 

I am sending you under separate cover 
a picture wbich was taken at tho banquet honoring 
you last Saturday night, which I wiah t.o keep as 
a ae~ontc of the occasion and would like vary 
auch tc have your autograph on 1 t it you would 
be good enouaJl tc do this for '". 

We all deeply enjeyed having you hero 
and are hopeful thnt some good fo>-tuno is going 
to bring you back soon. 

Hono>·able Henry ilorgenthau , Jr . 
Sacrotary of t be Treasury 
Washington , D. c. 

94 
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TREASURY DEPARTMENT 
l'fiOCUREMENT DIVIIIOII 

O'' ICII: 011 f HI I)IIIII(CfOlll WASHINGTOIC 

Decemb~r 23, 19b2 

, ·er~a:-a yoJ hav"! sc~~ !.!':.'! at.• .. a c:t-cd clt?;')l:"l; rrJr· tt..e tl"':.es­
.erald 0~ J•e-·~:- 2:' , 1 >!,.2. :-r~ fact.s &!"''\ as rollows: 

·•r • . :t.t,~ ?rft."l~d"urt.er was l !>;h)l n t -ed J"Jly 22 , lQhl , as 
Asslsu..,t. ?\;rc!.as ! n~ Cf ric@r, =.\:"-7, at. ' 2$.1.J a ;·car a:.:! pr:n>•.~ 
1:.? .!)2.>0 3e,t.e"'~:-.,r ' ' , l :J'.2. !:'! r~s• t·!"'e1. e!"!"ect1v-a :\>ve-,Oo.:a j, 
1:.1,2. :~~ ;,u rcia,.,~! c!:~:ca.l!i tu ·. -!!.J n:~ ;rurel.cs~ ~lechol. 
::dua• .. r 1a1 i.l<..oho: : s i"·rd,,.s.- j t,.y r. }j}.,s.,jt, • ho ••~ ·:r. Ft"Jt:~­
f ,:rt.+"r'a s·•~r!N". ~:.I 3::1ce .:Ct;~.,.-:r ·· , l 'l· 2, a l l p~rc!:as~3 of 
!r.dt ct.rt;..1 r.lco!•ol :.-.·;~ !" ·e:: ~-:J~'l trcr. t1,., ~!e:1se :\app~ics 
:~r; J l'll'.! c:n ( • ~ ;j. ·.~r. r·:-~l"t!t.rt,·r r ... :; ::e ... t!r h'll~ V.e po:;~ ti~:t 
"'~!' Jp.~' Al ,,:;:..is.t.9J.t te ., .. an.:! h! ~ ,.. ;lv~ont. "a.' nGt. 1r. a;.y wa;1 
C'~a:•CC:t· ·! d t l ' ·.ta~ r ~ : r. :!~n.a:a r.~f\t.t, ne1tttnr rHd •·r. iJ.?t.z 
:- JC'r.e'!d t.c,. t.ht'! J ~t:~!. '·•r. o r ?' .r:l:a:l• .. . c ~'ft eer te-ft \'acn:.~. b;,· 
' r. ·:-a.n•~!'t.r t rr':. r· 3! c:::a ~~r,n. 

~·" ,•J!.f .,~. ~~111:• -: t;orp?rfl~1 nr. ha::: r.ever recch·ej sr:y 
";t.Gi:.c~:; !'ru· ·J p ircc•J r··:-':r.• Ji vl , :on. 
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TREASURY DEPARTMENT 

INTEit O,.FICE COMMUNICATION 

Secret ary Morgenth&u 

Randolph E. Paul 

December 28, 1942 

You may be interested in the list o! t hose 

present at the private occasion before which I 

spoke at the Federal Reserve Bank of Chioag• 

December 17. 

• 
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Federal Reserve Bank of Chicago 

Directors: 

Board of Directors' Meeting ~ Thuradar, December 
1'1, 1942 

Averf, Clarence W, 
Babb, Max W. 
Cummings, Walter J. 
Hoffman, Paul G. 
Leland, Simeon E. ~ Chairman 
No7es, Nicholas H. (absent) 
Williams, Frank D. 

GUEST SPEAKER: RANDOLPH P.lUL, GENERAL COUNSEL 
TREASURY DEPARTIJENT 

Gueata Invited: 

Becker, Benjamin B. 
Blitzaten, Dr. L. Y. 
Clarke, Philip R. 
Estrem, Thomas S. 
Fenton, Howard W. 
McCloud, Bentlef G. 
Peebles, Don L!. 
Rathje, Frank C. 
Soheffner, Robert c. 
Stern, David B. 
Swiren, L!ax 
Vanderpoel, Robert 1. 
Ellis, Yel 
Bunce, Ralph 

Officers of Federal Reserve Bank of Chicago: 

Preaideat 
Firat Vice Preaideat 
Viee President 

97 

-~ 

Young, Clifford S. 
Preston, Howard P. 
Dillard, Jaaea H. 
Dunn, C. B. 
liulrone;y, .l. J , 
Le.ngum, John K. 
Dawea, Neil B. 
Netteratrom, Otto J. 
Wilson, H. Fred 
Garver, W. B. 

Vice President & General Counael 
Vice President 

Patton, Francia F. 

McClure, Nathan D. 

Aaaiatant Vice President 
Assistant Vice President 
Aeaiatant Vice President 
Uanager, Research Department 
Agricultural Economist 

Exeoutin Uanager 
Victorr Fund Committee 
Aaat. Executive liana~er 
Vlctorf Fund Committee 

( 
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TREASURY DEPA RTMENT 

I NTWR O f'P'ICK COMMU N ICATION 

I ••n December 28, 1942. 

To Secretary Morgenthau 

Harold Grav~ 
Mr. McReynolds haa supplied the following information 

about Beardsle1 Ruml's connection with the Government: 

He serves as adviser to the Jlational Resources Planning 

Board and to the Office of the Coordinator of Inter-American 

Affairs, in both instances without compensation. 

lie has also served from time to time as adviser, on 

an informal basis , to t he Board of Economic Warfare, like­

wise without compensation. 

• • • 

( 

Regraded Unclassified



99 
TREASURY DEPARTMENT 

INTER OI'FlCIE COIOI UNICATION CO!lPI DEl:TIAL 

DAT• December 2S , 1942 

TO ::~r~:~7~~enthau 
The Buoifls~ Situation 
\/eolt ond1ng December 2~ , 19'+2 . 

I AOM 

Summa.rv 

.~.olPN l e •lrlces : The genera l price level continues to move 
1.1 L~r . The BLS o.ll- comnodi ty index in the weelt ended 
J<>c ~·>ber 19 rose o. 2 point to 100 . 7, t huo rec.ch1nr; the hlgh­
Prt level i n 16 years . Basic commodity nrices cdve nced 
';.u·t ;1cr l n st veek, H1 th the BLS and llooctY ' s indexes of <i£:1ly 
s?Ot ~rices risinc to new war-time h1ehs . 

L1v1n~ costs : Ret ail food costs hFve increased 15 .9 oercent 
c1ncc ! :•.s t yef' r nnd 1+ .0 percent 11i nce Auuust , >li t h eg;s, 
o r~ n.;e s , rnd butter ris1n::; 13 to 11+ percent in t he l a tter 
lor1od . ( Do.t t\ as of llovember 17 . ) Grent Britlt.n hns re ­

tluc ··d food nr1ces over the past yel\r , l v.r crely throuc;h sub­
e1<lie c . 

. ~t••1l trnde: Deport ment store eAleo in the 1·1eelt ended 
DMeJoGer 19 rose to the highest level on 1•eoord nnd ex­
c~eded the corresponding week in 191+1 by 10 oeroent. At 
t ne ber;inning of December, prices of tyoicnl c\eonrto en t store 
1te'-lo nveruged 5 percent h1s her thM n yee<r em•l1er. 

~tPel ~reduction : Steel i ngot capacitY i s ex?eoted to rise t o 
~., >roxia~ntely 97 million tone by aid- 191l-3, es connl'red 1'1th a 
lit t le over 69 oillion tons in m1d-191l-2 . Thes e f i rrures con­
trl' ~t shnrply t•i th e s tima ted Axis nr t1ona 1 ? reduction of 
r ron 50 to 55 million tons . . 

Constructi on : Total constructio!\ awards i n llovea~ber declined 
16 percent from the previous month , 111 th tmnr ds for menu­
tno turing building s ehotting a much c rea ter deoline due to e. 
f nllin(l' ott in the need for new plant f r.cil1 ties. In con­
seouenoe , fo.brioated s tructural steel booltings in Hovember 
fell to the lotte at l evel in many years . The F. 1/. Dodge 
Cornor ntion forecasts a decli ne of '+9 percent 1n total con-
struction next year . 

LwJber : Requirement s for lumber durinr, 191l-3 ere estimated by 
the liPB to fo.ll more than 9 million bor r d feet beloll this 
yer r 1 a levels . Reserve st ocks of l~mber in 19ll-2 tlere reduced 
31 peroent due to f ailure ot l umber production t o come un to 
needs . 

• • • 
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llholesnle col!ll:lodity prices o.t nell higil 

Led by :re.r m products and toodo, tlholesnle prices of oom­
moHtieo lest 11eek continued the rise which has become more 
noticeable einoe t he thir d lreek in November. The ri se hns oc­
curred since the urgency of the :rood si tuat ion became anpnrent 
r.nt\ oermo to have been gi ven further otimuluo by the resigns- • 
tion of tho Price Admi niatrntor. l~oody 1 s index of spot prices 
l rat llcek o.dvnnced to a new high tor t he entire ~'ar neriod 
Hhile the Dow-Jones commodi ty ruture& index rooe to a neW high 
since lMt llny . (See Chart 1.) 

In the week before last, the BLB index ot Hholesa le orices 
or nerrly 900 commodities rose to a new 16-yeo.r high of 100.7 
(1926 • 100.) The index now s t ands 3~.3 percent above the pre­
l'r r level or Ausuet 1939 . 

Prices of basic fo.rm products o.gnin rooe sharply last week, 
r nd the BLB index of 9 uncontrolled collllllodi ties r eached a ne>~ 
oeuk for the fif t h consecutive week. The index of uncontrolled 
co~~odities has advanced 99 .1 percent oinoe August 1939 . The 
combined index of 2S basi c oommod1 ties nt;o.in ree.ched a new hi gh. 
(See Chnr t 2 , upner section.) 

The pi•ioe r i se i n t he past 5 11eeks hne centered in pr ices 
of fm•m oollllllodi t i es not subject to oontl'Ol. (Refer to Chnrt 2 , 
lo~1er section . ) Corn prices have o.dvnnoed more thnn 13 per­
cent in the 5-tteek peri od shown on the oho.rt , and >Jheat and 
tlnxaee4 more than 9 percent. Priceo f or hogs have risen 
g , 5 percent despite the sharp eeosonnl rise in r eceipts. Lest 
••eelt t hey averaged highest since enrly October, ae reoeipte 
fell below expectations tor t he second successive week. 

Cotton prices have gone up 2 . 6 percent in the past 5 weeks . 
:/bent prices l nst week continued to advo.noe, partly on the belief 
by traders tha t the ceili ng on flour would have to be rai sed to 
ennble mill ers t o resume purchases . Press repor t s indico.te thnt 
Stabilization Director Byrnes is >Iill1n& to p~rmi t an increaoe 
in the nrioe ot f l our by 5S cents a bcrrel, or nearly 13 cents 
n bushel, if Congr ess woul d change t he l aw to permit the CCC 
to sell up to 150 million bushels of wheo.t below the pari ty 
price . 

A deoline i n prioes f or steers of 2 . 5 percent over the past 
5 ueeke ho.s beth ascribed by the Depnrtmsnt or A6l'i culture to 
the new o.nd more r i gi d nri oe cei lings on beef . As prices tor 
live oo.ttle have pressed cl oser against beef cei lings , packer 
demnnd has turned to moderately priced oo.ttle. The pr i ce 
decline ho.a occur red despite a ro.lli ng ott i n cattle sl aughter 
in the paet f our weeks below tho.t in the comparable peri od lnst 
yenr . In response to this develona1ent , ho~:ever, prices for 
s teerr mad~ substantial recovery io.ot week. 

•• • 
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Other price increases were i ndicated laat week , chiefly 
l n the form or upward adjustments or price oeilinge. A rise 
1n r et ail prices or fuel oil of . 3~ a gallon in the rationed 
states wna announced, effective December 29. Preaa reuorta 
fro~ Washington state t hat anthracite mine operatora nave been 
nasured of a • moderate• increase in thei r aelling prices to off­
set wncea theY are to pay for work in excess or the contract 
weel< or 35 houre. A temporary inoreaeo i n t he wholesale price 
ceilings tor live poultry in New York hae been allowed. 

Government acta to Lyprove food distribution 

Last week the Government took aevornl &tepa t o 1murove 
civi lian rood diatribut1on. Nation-wide rationing of iumos t all ,. 
co~ercially processed vegetabl es and fruita and soups was ordered, • 
to begi n i n February under the 1noint 1 system. The Food Dist ribu-
tor stated i n the announcement t hAt 33 pounds per capita of those 
foods will be available i n 1943 aa compared with an average of 
about 46 pounds a year trom 1937 to 1941. 

A new wholeaale pricing system tor tour dairy products, 
effective December 30, was announced to repl ace individual oeil-
108S. The specific prices set tor butter, cheddar cheese, evapo­
rated and bulk powdered skim milk, according t o t he OPA, •repre­
sent a broad step toward assurance or an equitable dietribut ion 
ot avnilnble suppl i es to consumers in all sections of the country•. 
The prices fixed are identical with the Departme nt of Agriculture ' s 
minlmwa support prices except tor cheese prioes, which are 3 3/4 
cents per pound lese. This d1fterenoe wi ll be ~et by a subsidy. 
With the now support l evels the Depart ment estlmatee that prices 
received by farmers tor butterfat in 1943 will average 15 to 
20 percent h13ber than 1n 1942, and tor whole milk sold at whole­
sale, 5 t o 10 peroent higher. 

Other meaeures were taken also to r elieve civilian shortngee 
or dairy products. The Food Di stribution Administration issued 
orders for release ot 2 million caeee ot evaporated milk t o manu­
fact urers , Th1s followed the release ct an undisclosed amount of 
butter stooks a day earlier. Thi s agency aleo announced a program 
to support the milk price in the Chicago area by means of a sub-
sidy, ~hue gua ranteei ng production in eutt1c1ent quantiti es to 
meet the demand• . This action i s tho third ot its type and is 
si milar to p rograms in operation in tho Now York and Duluth-
Superior areas. The Department ot Agriculture has explained that 
the oubeidies are intended to Mke up the d1tteronoe between higller 
farm prices and the ceiling px•iooe at wholesale and retail. 

Regraded Unclassified



102 

- 4-

Foods accounting ror retail price rise 

Retail food costa have increased 15. 9 percent in the pas t 
,enr and 4. 0 percent since August , according to BLS data as ct 
llovem'ber 17. The changes in retail prices ot selected tood 
items since November 1941 and since l nst August are shown in 
Table 1, attached. It wil l be noted thnt foods which have in­
creased most within the year have been chiokens, potatoes, butter, 
hll-'ll, nnd '90rk chops. Products which ha ve had the grea test urice 
••ise i n the l ast three months are eggs, oranges, butter, and po­
tatoes. Part ot these increases, ot oouroe, are ot a seasonal 
nature. All ot the tour foods are now under price ceilings ex­
eert ornn,3ee. 

British living coats decl i ne under subsidies 

Changes in living costs and in retail tood coats 1n the 
12- oont h period to October 1942, in the United K1ngdoo, Canada, 
and the Uni ted States, are shown below: 

Cos t ot living 
Food coots 

(In percent) 

Unltsd Kingdom 

+0.5 
-l . S 

Cnnnda 

+2 . 0 
+5.4 

United States 

+S, I!i 
+16. 1 

It will be noted that in the United Kingdom, food costs hnve 
declined 1n the past year, while living coats as a whole have risen 
slightly. This is in direct contrast to the trend of food prices 
i n Canada a nd the United States. It should be kept 1n mind, how­
ever , tha t living costa had shown a much grent er i ncrease in Great 
Sritni n than in either ot the other two countries previous to 1942. 

At the beginning or 1942 t he British system ot subsidizing 
:>r eduction ot consumers' goods, together with lend- lease shipments, 
'llllS instrumental 1n bring i ng down toed coats. Various Britleh foods 
have been subsidized 1n order to stabilize food prices, which con­
sti t ute 60 percent or the cost-of-living index. Subsidized foods 
account tor about 75 percent ot t he toed-price index, with eubsi­
dies being pn1d at the r ate ot approximately ~02 mlll1on a year , 
excluding the pre-wnr coat ot cattle and sugar beet eube1d1es which 
nave been continued, (Data trom u. S. Department of Labor, ) The 
total war-time subsidies ie divided as follows: 

Flour, bread, oatmeal and teedetufte 
Lien t .... ...... . ......... .. .... . . . · · · 
UUk, tea, eggs and potatoes •••....• 

• 

1o50 million 
lo2} mUllen 
1o29 m1111on 
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In addition, a subsi dy ot ~0 million a nnually i s pai d by 
the t:inistry ot Food toward the cost ot transport ot foods . 

The hea vy we ighting ot tood oosts i n the British cost- of­
living i ndex retleots in part the disappearance from the mnr-
ltet s of other c;ooda and eervioea available tor oonaumer purohnsa. 
In the United States , the Bureau ot Labor Sta tiotics a l ready has 
begun t o note similar changes 1 and now weights tood costs i n our 
own i ndex at 35· 9 percent ot the total, as compared With 33.9 per­
cent i n the base period ot 1935-39. T~ weight ot the clothing 
index also hilS been increased. • 

The cost-of-living indexes ot the three countri es are not 
wholly comparable. As one example, taxes on cigarettes and to­
bacco are not i noluded in computing the ottiolal Canadian cost­
of- living index, but in this country excise t axes and real estate 
taxes are reflected in the BLS indez. 

Commodity Credit Corporat i on releases 
1942 lrinual Renort 

Expanded operations to taoilitate war-time production and 
utilizat ion ot farm products are reported in the fiscal 1942 
annual report ot t he Commodity Credit Corporation. Besides oper­
ating to buy, sell , and lend upon agricultural co~nod1tiee , broad 
~<nr-time powers were del egated to the Corporation by the War Pro­
duction Board and the Boar d ot Economic Warfare. Ae t he publio 
agency for the i mportation ot moat agricultural products, the 
Corporation purchased a number ot products tor importation, mostly 
f rom Latin American countries distressed economically by the loss 
ot export markets. 

Loans to farmers totalled $610 million as compared with 
$452 million in 1941, owing largely to higher loan rates author­
ized by Congreea. For purohaae through the Agricultural Mar ket­
i ng Administration ot commodities tor lend- lenae and other emer­
gency purposes , $900 mi llion were made available . 

Denartment store sales rise t o record hiSb 

Despite earlier than usual Christmas shopping , transportat i on 
difficulties , and durable goods shortages, the dollar volume ot 
department store sales in the week ended December 19 broke all 
previous recorda. The gain over the corresponding week in 1941, 
which was the previous record high, amounted to 10 percent. 
(See Chart 4. ) Thia figure compares with a comparable gain or 
17 percent in the previous week and one ot 9 percent in the tour 
weeks ended December 19 . However, on the baaie ot Fairoh1ld ' a 
price index ot typical department store i tll!!le, much ot the r1ee 
over year-earlier levels wae accounted tor by price tnereaaea, 
whioh on Dec ember 1 were calculated to average 5 percent h.igher 
than on the corresponding date in 1941 . 

•• • 
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AccordJ.ng to prelb1nary <Sata , Dun and Bradstreet reported 
that retail trade last week maintained a ~ to 9 percent gain over 
year -earlier levels, despite the retarding etteots of gasoline ( 
rationing and goods shortages. Thi s agency confirmed other in­
dications that this year' s Ohrietmas buyi ng was the highest on 
record on a dollar basi s , but leCined to t he belief that the 
physical volume ot goods sold was actually leas than a year ago 
due to the intervening price rise. 

Large increase in steel production f orecast 

Recent improvement in t he tenor ot reports on the steel 
oupplY eituation recei ved further impetus last week wi th t he 
forecast by the WPB that total steel i ngot capacity by mid-19~3 
is expected to reach app r oximately 97 mil l i on tons. This con-
trasts sharply with the mid-19~2 production capac i ty of a little 
over S9 million tons. Uorsover, it is pointed out in press re­
ports that the steel ingot product ion ot Germany, Italy and Japa.n 
ooobined i s estimated a t only 50 to 55 million tons. 

The bulk ot the increase in steel oroduotion still t o come 
will be furnished~)' a n estimated increase in open hearth capa­
city of over 5, }00, 000 tone i n the tirst halt ot 19~3 . Elect ric 
t ur nnce capacity, which was i ncreased by more than a thi rd du.r i ng 
the past Y.ear , is expected to be expanded by about 1, 500, 000 tons 
by next June . Along with t hs sharp r i se in electric turnaoe 
caoacity, alloy s teel output increased more than 50 percent in 
1942 and further gains are scheduled tor 19~3 . 

Structural steel orders decline shn.rplY 

One ot t he outstandi ng accompl i shments ot t he steel i ndue try 
during the pas t year was the large eX?ans1on in plate production, 
amounting t o an i ncr ease ot 4a percent trom January t o December. 
Greater emphasi s on plate produot1on is partly respons ibl e tor 
a decline in the output ot such steel items as bare, rods and 
wire, sheets and strip , as well aa s t ructural shapes. While ship­
ments ot structural steel have decl i ned in recent months, new or­
ders have dropped even more rapidly. Thua bookings ot fabricated 
structural steel in November reached the lowest level 1n many 
years and were down about S5 percent trom the peak reached last 
April , r et leoting a t all1ng ott in construction ot new plant 
taoilitiee. 

•• • 
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!!nnutno turing building contracts show further decline 

A shnrp contraction in conotruotion contract awards tor 
manutnoturing buildings has occurred in recent months, indicating 
that we have naeeed the peak of new oonetr uotion tor the war pro­
lir aon. Arter renohi ng a record peak of $371'1 millions in Sep tember 
contl'not awards tor manufacturing buildings o.e reported by the ' 
r. w. Dotlae Corporat ion dropped to $24o m1ll1one in October and 
t o only $107 millions in November. (See Qhart 5.) Total con­
•~ru-~ion contract awards also decl ined in November , but the de­
cline t rom the previous month was only 16 percent due t o some in­
crenae i n awar ds tor utilities construotion. (Refer to Chart 5.) 

In contrns t to t his year 's r ecord breaking construction 
act ivity, the F. W. Dodge Corporation recently forecast a decline 
ot ~ peroent i n total construction contract awards i n 1943. It 
la poi nted out, however, that construotion contracts on this baeie 
would still equal or better the volume a ttained in the relatively 
active year of 194o. Uo reover , it is asserted that estimates ot 
1943 construction were made on a oonservntive basis and that up­
ward revision tor some items, such as war housing , may ultimately 
pt·ove necessar y. 

Lumber reauirements exneoted to drop in 1943 

Reflecting the expected decline in oonotruotion next yenr, 
l umber requirements tor 1943 are being eetimntsd by the WPB at 
onl y 31. 1 bill ion board teet, as compared with 4o. 2 billion 
board teet in 1942. Lumber production in 1942 tell 5 percent 
bel ow tha t at the previous year, and t a iled t o meet requirements 
by about 6 bill ion board teet, As a consequence, demand had t o 
be met by s erious inroads on reserve stocks, which were reduced 
31 percent, 

' 
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'!'able 1 

!:oveoent s in retail prices of selected !J food items 

Pel'c ent change November, 1942 over November , 1941 

\/eight in 
f ood pl'i ce ind ex Percent change 

::or rtin clliokPne 
Potrtocn 
ButtPr 
!:r·.J , :.·hole 
?•rk oho•>o 
Crrnr;ee 
£ 0 
!lound st enlt 
SW'":'r 
"erl cutl et 
!Ub ronrt 
Co~ree 
t:1lk, fresh , dell vered 
Brerd , >~hite 

).2 
) . 2 
5 .1 
2. 2 
).7 
3.7 
5.9 
4.1 
4 .1 
2.0 
4 .S 
2. 5 

11.5 
6.5 

3IJ. .7 
32. 0 
26 . 1 
20 . 3 
19 .1J. 
17.5 
13.S 
13.2 
12. 5 
12.4 
11.6 
5.6 
2.7 
1.2 

Percent change November, 1942 over Augus t, 1942 

t: "r"'(l 

Cl~l'n""'es 

Butter 
!'o t~ toe o 
Roeeti n" oh.i ckene 
Suc;l·r 
H•o , t·hol e 
!l~und s teak 
!li b 1'01\ 6 t 
Veal cutlet 
!!ilk , rreoh , delivered 
Pork chope 
Brend , wh1 te 
Coffee 

\·Ieight in 
food price index 

5·9 
) .7 
5.1 
) . 2 
3 . 2 
4 .1 
2. 2 
4 .1 
4 .1! 
2 .0 

11 .5 
) .1 
6.5 
2.5 

Percent change 

14.1 
13.9 
12 .S 
4 . 2 
1.7 
1.5 
1.3 
1.1 
0.9 
0.9 
0.7 
0.2 

.0 
- 2.S 

!/ Includes nll i t eme w1 th weights of 2 percent or more 1n 
BLS Ret u11 Food Index. 
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POLISH INPORMA'l'IO!f CEliTER 
151 Eaat 67th St. llev York. 

113 

IVith Compliment, of 
tl'he Poli.th Ambassador 

• 

'l'o l!ditora 
S'l'RIC'l'LY CONPIDE!f'l'IAL 
tor releeae only on 
Wednead•I Dec. 16th. 
on delivittr (c1r.1.30 pm. ) • 

Ple••• check against 
actu1l delivery. 

ADDRESS DELIVERED BY GENERAL \ILADYl!LAW SDtORSltl, PRIKI! III!flS'l'BR 
OP POLAND, AT THE LUNCHEON OP '1'HB OVERSEAS PRESS CLUB, 

ON WED!IESDAY, DECEMBER 16, 19-2, IN l'IBW YORlt CITY. 

Mr. President, Ledies and Gentlemen, 

I em most grateful for the opportunity given me by the Over­

seas Press Club of addressing so distinguished an audience in the 

press vorld, on problema so closely affecting all the United Nations. 

I r ealize that I ~m speaking to people vho have a deep knowl­

edge of vor l d problems and in particular of the rroblems or Europe. 

I vill therefore apeak to you simply end sincerely as a soldier vith 

a r ealistic outlook on international questions. 

On every hand I am asked questions ot e strategic 

nature regarding present ver issues. I attribute this pr1marily to 

the feet that I represent the Polish nation vho, in 19}9, vaa the 

first to oppoee armed resiatonce to the Oermen onslaught, vho refused 

to surrender, and vill continue to tight until final victory. Oving 

to her geo-political positi on and her consequent importance to peace, 

• Poland holds e key position. 

• 
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My Government maintains uninterrupted contact vitb the Mother 

country which no obstacles or persecutions have been able to prevent. 

I presume that these questions are put t o me in my capacity of Oom­

msndcr-in-Chief of the Polish Armed Poroea, as the author of several 

books on modern warfare for which the American army is today so per­

fect ly trained and equipped, and, last but not least, as the initiator 

of the federal conception in Eastern Central Europe . 
~· Following the trend or tbcee ~ueationa, I chould lik~ to sive 

some of my views t o this distingUished forum, - not avoiding quest ions 

which might seem cmboroaaing. There ere no indiscreet questi ons, but 

only indiscreet answers. 

The fortunes of war may still fluctuate . Wor r equires the 

greatest unity of action not only militarily spooking, but unity 

allied purpooe . But its final i oaue is becoming ever clcor cr. We 

must therefore be prepa red for peace, lest peoce findsus unprepared 

os we were for wor. 

In the course of the convcraotiona which I had in Woohir~ton 

where I wos honor ed to be the gueot ot President Roosevelt, I noted 

with the greatest aotiafoction t hot this necessity for unity of pu.r­

pose ond unity of oction ore tully r ealized ont1 acted upon.' 

I sholl first attempt t o give my os t imO t e of the present war 

s1tuot1on. 
Within tho limits in which I moy apeok on this subject in pub-

lic, I oon aoy thot !!~~~2!!!~Z-~~~~~~~!!~~~~~~~~I 

act herself. She did not suooeed either in destroying the Russian 

or 1n bringing about the overthrow of the Soviets. 

Leningrad, or Moscow, or Stolingrod , or the Coucosua. Winte r finda 
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the German forces once again on the vest Ruaaian open spaces. Their 

situation ia analogous t o that of the lost winter, and even their 

v1nter equipment is by no means better than that which elicited Hit­

ler 's bitter complaints . It is not improbable that the situation of 

the German army will become even worse than it voo lost winter. The 

third "purge" of experienced German military l eaders and their ~:Ib­

stitution a t moot responsible posts by the henchmen of Himmler - the 

Executioner, - clearly point t o the difficulties of Hitler vho thus 

trieo at ell cost to maintain his exclusive hold on the army. Such 

measures will not increase the cohesion ot the Oermon forces, 

ore o proof that Hitler is doing his utmost t o maintain his influence 

end hio hold on the military conduct of the var. 

The valiant Russian armieo arc t aking advantage 

ural ally - Winter, and may be abl e t o f~rce the German armies t o 

retreat on •~me sectors of the front . 

One should always avoid over-optimiotic estimates of a situa­

tion especi ally at times of success. We hove to deal vith on enemy 

admirably prepared and still disposing of the indispensable r eserves 

of monp~ver and va r material. The natural resources controlled by 

Germany, the slave labor tempor arily at her disposal 1n ~ccupied 

countries, enable her t o keep up a fUrther effective fight and t o mlljn 

toin a high level of her var production. 

The war production of Grea t Britain and the Dominions, and 

especially that of the United states, already grea tly exceeds thot of 

the Axis Povera. 

Thio pr?duction is steadily rising aa I have been oble person­

ally t ~ observe, while Germon ond J~panesc vor production hos l ong ogo 

r eached ita peok. In the r ealm of vor production our victory is cer 

•• 

I 
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Germany has likewise toiled t o interrupt comounicotiona be~ 

the continents. Neither German submarines i n the Atlantic, nor Rom­

~tcl at Suez, nor yet .Topon 1n the Pacific hove ouccecdcd in achieving 

this a im. 

OnlY now, in the light or American loaoca at Pearl Hcrb1r , cnn 

vc approctlte the magnificent ochievomcnt or tho American llovy in moin­

to1n1ng o~mmunications with Australia. 

In the course ot this year Germany has a lso l~st her former 

momentum. The large scale thrusts which she used t o launch simul­

tane~usly in several directions, ore o thing of the post. Her Lutt 

vott c is veokon1ng and is sh~v1ng signa of fatigue. Next year this 

vill become even more pron:mnccd. 

In auoming up my views on the present vor aituoti-n, I consi~r 

that ve ore entitled t o f oresee that Germany vill tend t o pose t o the 

defensive. In time Germany will bo completely on the defensive ond 

vil l hold in Europe as 1n a f ortreae if tho Allied African offensive 

auccceda 1n f 1rcing the enemy out or that cnnt1nent. That this will 

not l ong be deferred is shown by the considerable ouccess achieved by 

the British Eighth Army a t El Agbeila which haa s~ brilliantly opened 

the aec?nd phose ?f its offensive against Genera l R, mmel's f 1rces. 

The Germano entrenched 1n Europe wil l ploy f~r tioe, tending t o per­

suade the Allies that further bl~odshed is hopeless and that vor 

should be ended by o negotiated peace. The Germans will try t o fttgh~n 
. 

the sreot Western Democracies b,y the throa t of Bolshevism, addressing 

them 1n behalf of civilization which these orch-barbor1ons pretend 

thcr ore defending. 

In the name or the high principles f or which we ore fighting, 

You, the leaders of public ~pinion or thia poverful nation will hove 

t~ oppose tbeae ?Utbursts of Goebbels propaganda . A c?Cpr~mise peace 

r 

Regraded Unclassified



- 5 - J.J.U 

!IE 

vith Gcracny w~uld equal the greoteot defeat. The en~ra?us sacrifi~a 

~r the fighting not i ons would hove been i n vain. Such a peace would 

be at best an~ther precarious and moat donger , ua araist ice. 

The African campaign brings me t o another subject on which 1 

an frequently being questioned, namely that of the problems arising 

out of the present operation in North Africa and especially regarding 

the attitude of the Allies towards the French. In my opinion, the 

real problea con be summed up in the f ollowing question : Are politi­

cal ~r acrotcgic cons.iderotions more important and decisive at the ~· 

present stage of the African campaign? 

I do not hesit ate 1n answering that, under the circuastoncea 

ond f or the time being, p~litics ca nnot be oll~wed adversely t o in­

f luence the course or stra tegy, especially when dealing vith on oper ­

ati 1n so important and so difficult as the Allied offensive in Africa. 

The decision of the Allied High Command in Africa vas exclusively 

dictat ed by military requirements and is entirely justified by t hem. 

I w?uld r egard oa most dangerous f or the further development of the 

oper ations conducted by General Eisenh~wer anything thot would int er­

fere with, or restrict the freedom of his ?perati onal moves. All the 

m~re so on occ, unt of Germony•s decision t ' hold Tunis and aizerte 

ot all c~at' and the odvontoge held by the Axis Powers as regards com­

muntoot i ?na. 

I hove been asked how I should hove acted in General Eisenhower• 

place. I reply that I w~uld hove acted in exactly the some way. 

But what about "Fighting Fronce"? 

We hove no right t o f orget that at the time when the ~of 
Fronce fell from the PDnds or her surrendering army, it vas picked up 

cr.d ra ised by General Chorlea de Gaulle. His action was true t o t he 

highest ideals and traditions of France, - of that France vith, ut 
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vhioh durable European peace ie unthinkable. Theref~re, General d~ 

ooulle will f~rever remain the symbol of Fi§hting ond Icmortol France . 

l.bot under the eireU!:Illtonces 1s the 1'uture of "Fighting France'~ 

Here again political considerations should give voy t o the 

exigencies of vor ond ultiDCte viatory. I firmly believe thc t ill 

Frenchmen vill r ea lize the demand of the moment ond vill j oin 1n a 

p~licy un! tinS oll their efforts f~r the time boins outSide t hoir 

c~try, 1n the some voy aa ve P~lea hove done , s o os t o fi§ht 

harmony ond unity vith the single aim of saving their country. ,. 
The neaeaaity of unity ia true f or ua oll. We must face foots. 

We must fully realize the nature of the enemy. 

We are fighting an enemy vho o1ms ot t he destruction of all of 

us . He aims ot enslaving us. Poland has become the ocin testing 

gr, und for this modernized version of barbarism. 

Just before leaving England I received the latest report on tre 

situation in Poland. I hod meant t ' read it t ~ you, but on second 

th, ught I decided not t o. Why? Frankly, because I knov from experi­

ence that even friends devot ed t o my country or e opt t o doubt the 

veracity of the terrible facts reported from the Hell ~f the Vietulo 

and Worta. Yo~ free people of the western Hemisphere, are not capable 

~r grasping and believing the depth t o which the Germans hove sunk. 

I vill give you some of the rocta fr om this rep~rt doted end of N~v ­

ember. 

The Germans hove mode 6 1/2 million victims, vhieh means that 

every fifth mon, vocon or child in Poland hoe been either curdered, 

~r driven fr~m his home , token t o concenttu~on camps, t ortured, or 

t oken avoy t o f orced labor in Germanr. 

To help you visualize vha t this r eally means, I oak you t o 

1mog1ne tha t the entire population ot Metr~p~litan Nev York hoe been 
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ourdered, depor ted and driven from their homes. What moas enslave-

cent for f orced labor means may best be realized in imagining tha t 

the entire populations of Chicago and Washington hove been thus on­

slaved. Therefore, if you transpose these figures in tems of Amerlec, 

you vould obtain the following pidure: 

22 million Americans thr~vn out of their homes . 

8,000 University end College prof essors murdered. 

One million Ameri can men end vomen undergoing t orture 

1n concentration camps. 

One and o half million American children dying yearly. 

Such vould be America under the German heel. Such is the 

sit uation in Pol and t oday. 

• 

To realize the extent of the monstrous massacre of Jevs, you 

must imagine the vhol e ~f Manhattan closed in by ghetto valls behind 

which ell the Jevs of the Western Hemispher e have been imprisoned and 

gradually and me thodically exterminated 1n groups of several thousands 

doily be ncana of machine-gun shootings, or in lethal gas chambers or 

by electrocution. 

Regardless of this appalling s tate of things, underground Poknd 

fights on. Newspapers ore secretly printed and circulated four times 

doily and print the latest British and American radio bulletina. We 

do not boast of sabotage because the glory that such propaganda vould 

~ng us is not vorth the victims it voul~ inevitably entail i n our 

country. 

Le t ua consider the r eaction of our population. I vill r eed 

you the t ext or a protest secretly procla imed 1n Poznan, Wcrsav, Wiln~ 

end Lvov: 
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"The t Jtal nunber of Jeva killed has reached one million, 

this number being increased daily. All perish: the rich 

and the poor, the aged and vomen, men, yo~th and infanta. 

they wore born ~ the Jevtsh 

condenncd t o exterminoti~n by Hitler. 

Thcref~~o we, Cnth~lics and Poloa, desire t o speak. We 

do not v:mt to be Pilote a. Wo cann;)t actively count eract 

the Oer mln crimea, cannot help anything, nor seve anybody, 

but v~ prot est fr;)m the bottom of our hearts, filled with 

c~mpt\uai m, indignation and horror." 

On the day or victory the walls or tho shetto in Poland will 

fall . They will be destroyed by the Polish people. At the ~o~ent, 

however, means m'lSt be f ound t ', save this population, especially the 

hlish Jews, who are the victins of this moat bestial barbarism. 

In r eply t o ~uestions r'gord1ng the future European settlement, 

I ahculd like t o soy that it i s the natural instinct or nati~na which 

cakes them t end t~ards the eatcbl iahcent or international unity among 

those frced~-lov1ng peoples who, living peacefully aide by aide, are 

exposed t o the threat of attack fr~m their p' wcrful neighbors. Thia 

t endency t owards feder ation is es~eciolly strong onong the countries 

of Eastern Central Eu.r ope. The r~:al1zat1 on of this ideo, of which I 

ao a fervent advocate, will safeguard n~t only the security of those 

nations situated betveen Germany and Russia who will thus f orm a kind 

j f internati~nol faQily, but it would likewi se be the natural rampart 

of security of Soviet Russia , alvays so uneasy about her Western secu­

rity, Such a peaceful faoily of nations vould not only be a fcct ' r of 

security, but ala:> one ot permanent European equilibri um and economic 
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development through t he cr eation 1n a vest orca ~f possibilities or 

pr, duction and oomoercial exchange on a large scal e . As the ~cpre~­

otivc of Poland, I feel I hove t he right t o talk of federa tion, 1n 

v~cv of the foot that five cent uries ago, Poland hod a l ready estob­

ltshed o suooossful concept of federation ~f neighboring States . 

In t his present var, Poland is not only fighting f or her ovn 

freedom. • True t o her traditions, she is figH1ng t or the r eol1zct1on ~ ._ 

~f her oldest onxic: "The union of the tree vtth the tree on the 

boats of cutuol equality". 

~egardleea of overvhelmtng odds, Poland voe the first t o 

challenge brut al aggression. She vill be tho lost t o leave the 

battl efield . 
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DiCX!!IliG CABI.EG!Wi 

DECFl!BllR 29, 1942 

Chunsk1.ng, December 28, 1942 . 

Federal Reserve Dank of !lew York 

!lew York 

llo . 33 

Your cable No, 43 ole confirm 

The Central ll&nk of China 

.t23 
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OUTOOING CABLECIW' 

DECEI1!ER 23, 1942 

The Central l!ank of China 

Chun£k1ni 

.. ith reference to your cable No. 31 request1ns a turther 

extension of the e.rrangeant bet ... een us tor pur9Qae ot 

supplying Republic of China with dollar exchan.1e the 

Secretary or the Treasury hao authorized us ao tiocal 

apnt or the United States to modi!)' further p.'ll'asraph 

6 or our letter of July 14, 193? ao modified by deleting 

"December 31, 1942" wherever ouch words lind figures appear 

in auch paragraph as modified and 1noertine in lieu thereof 

"June 30, 1943"· Please eon!1r11 your agreement t o such 

modification of the arrange.,..,t. 

I"SSlR!!AL RBSI'.RV& BA.~K Ol J<I;J l<Jlli 

124 
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OffiCE Of U1ID-LEAS£ ADMIN1S1'RATION 
FJV[,f1FlUN lU S1RfET NW. 

WAlHJNCTCfl. D. c. 

LIL~). . , .. '""' Dec .. ber 23 , 1942 

Tho HOnorable Henry lorgentbau 
Secretary or tho tr.aoury 
llaohiJigtoD, D. C. 

Dear llr. S.orot&r7, 

.lttacbecl boroto 1a )'OI1l' poreoaal and 

prhato COV7 or tbo report OD tbo atatua or 

tba SoT1ot .Ud Progru, ao or llovo•ber .)0. 

1942. 

·~t:: 
E. R. Stattill.iua, Jr. 

Attact.ct 
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llopor\ OG U&\UI of So'riot AU Proq .. 
ao of 11/30/421 lloturn14 t o Stott1~11ll a t 
hh roquut, 8/214/ 43 
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T REASURY DEPARTMENT 

INTEII O I"FICI! COMMUNICATION 

Seoretery Morgentheu 

Lieutenant Kamarck, 
Staff and Faculty, Field Artillery School. 
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subject : Further Obeervat1one on the Army of the United statea. 

1. The Officer Candidat e School and Battery Officero 
Course at the Field Artillery School repreaent a 1ueceeoful 
example or the practice o f race equality in t he al'!IIY of t he 
United States. I n both the Officer Candidate School (wb1eh .• 
~raduate• over 500 Second Lieutenant• a week) and the Battery • L 
Office rs Coura~, negro student• are treated exactly the aaae 
aa whi t e s tudents. Ho aegre~ation ie practiced even thou~h 
t he eohool ie located in a '~i• Crow• state. Magro and white 
st udenta l ive together in the eame huto, eat together at the 
1ame tablee, and march together to clauea . Ql.l ite often a 
aect1on composed mostly of whitee will be commanded t or t he 
day by a negro classmate whose turn it io to be section-
marcher . · 

Although there has been some roeentment at t his policy 
by white aouthernere and even occasionally by white northern­
era, on the whole this democratic policy of ethnic equality 
appearo to be working well. 

2 . ~rman propaganda hes overworked and discredited the 
idea of • aeoret weapon a. • Heverthelau, the U. s. ArmY really 
baa developed a number or eurprioeo tor t he Axis. While moat 
of the details are atill very •huab-hulh, • our ant i-tank armor­
piercing grenade and our rocket-gun ahould prove moat effective 
i n combat. The armor-piercing ~renada and t he rocket-gun may 
be expected to epell t he e nd of the tank terce used ea a wholly 
independent arm on the battle field. (Our rocket-aun and the 
Rua1ian rocket-bomb probably repreaent 1n embryo t&e warfare 
ot the future .) 

3· The main def1o1ency our armY euftero trom, eo far ao 
it can be judged 1a the almost total abeence or errective 
prop~anda in it~ ranks• The var1oue hardeh1po, pin-pricks, 
and eeemin~ a1mleeenees or 1o much or army 11fe often lead 
to a paee1ve 1nd1fferenee wh1oh 11 not removed by an effici ent 
repreeentation or t he purpoeee of the war. What is even woree 
t he eold1er ie led to rely tor information and ~idanee on 
newepapere like the moat widely read paper at Fort 5111, •The 
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DallY Oklahoman. • •The Deily Oklahoman• told the story or 
vaaol l ne rationing by playing up •expert• est1satee or enormoua 
Amer1oan rubber reserves and by aaaerting ed1tor1ally t hat 
1t waa al l a scheme or the Washington bureaucrat& to create 
more government Jobal 

The War Department is beginnin~ to reotiry this situation 
by the production or such rilma ae •The Prelude to War,• wh1oh 
haa been received very wall . But there ia st i ll much to be 
done hera . 
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TREASURY DEPARTMENT 

INTER OFFICE CONNU NICAT10N 

DAft 

TO secretary Morgenthau December 28, 1942 

,.o~ Frances McCathran 

Russia 

HIGH-LIGHTS OF THE WAR NEWS 
( 11:00 A. M. ) 

Yith temperatures vay below freezing, the Russians reported 
gains (at a somewhat slower pace) on 6 separate fronts: 
l. the Middle Don, where they trapped into a small triangle 
thousands of Germane east of the Rostov-Vorenezh-Moscov 
railroad; (Millerovo vas still held by the Germans but their 
posi tion vas considered virtually untenable); 2. Southwest 
of Stalingrad, where they trapped 22 divisions (originally 
300,000 men) in the Don-Volga pocket and moved to within 
20 miles of the Stalingrad-Caucasus railroad center of 
Kotelnikov; 3. Northwest of Stalingrad; 4. Stalingrad 
Ci ty; 5. the Caucasus (here southwest of Nalchik the Ger­
mans have tried for months to break t hrough i nto the great 
oi l fields); b. the Central Front. around Rzhev and Velikie 
Luki. 

North Africa 
l. Giraud - The appointment of General Giraud as French 

Commissioner in North Africa appears to have plea.sed 
all par ties concerned: the British, the Americans, 
and the Fighting French. In fact, the 2 big French 
leaders, De Gaulle and Giraud, have pledged mutual 
cooperation and, with their r epr esentatives alre~dy 
negotiating, an early meeting is scheduled between the 
tvo. 

2. Vi th Al lies still holding the important height ( 6 ai'lee 
nor theast of Medjez-El-Bsb, 28 from Tunis) captur ed 
Christmas Day in one of the heaviest artillery barrages 
of the campaign. and with ground armies stil l bogged 
down in the mud, Briti sh and U.S. ai rmen bombed Bizerte 
and Sfax, sinking at least 3 eh1pe, setting decks afire . 
and raking eneay columna along a 180-mile stretch. 
French troops, guarding the southern Allied flank were 
reported to have made an iapor tant advance south of 
Pont-Du-Fahe (some 30 ailes south of Tunis). 
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3. Libya-Tripolitania - With the bulk of the i!rika Corps 
reportedly moving into Tripoli, the British, 180 mi les 
away, advanced 40 miles west of Sirte and engaged 
troops in the Wadi Bei El Ohebir area. No important 
air activity vas reported over Libya. 

4. Eisenhower said the U.S. is already equipping the French 
North African Army and wi ll continue to equip the• as 
rapidly as possible. 

5. Lieut . Col. Elliott Roosevelt received ! rom General 
Doolittle the Distinguished Service Crose !or hie 
work ae commander of an aer ial photographic unit. 

The Pacific Area 
1. New Guinea - Aaerican planes downed 31 enemy aircraft 

and sank 39,000 tone of shipping over the week-end. 
Lockheed P-38 1s, so effective in North Africa, were 
used here for the fi r st tiae. Allies drove a deep 
wedge into Jap positions in the Buna area, in eo•e of 
the heaviest and bloodiest fighting of the campaign. 

2. New Britain leland - Twenty-four hours after Navy 
bomber s from the Solomons raided the harbor. American 
airmen again raided Rabaul. damaging shipping. 

Japan 
1. 

2 . 

Premier Togo told the Japanese Diet yesterday that the 
first phase of the war of surprise attacks and l ight­
ning successes bas given way to the second phase of 
decisive battles. and stressed the hardships Jap 
soldier s ar e undergoing. . 
Jape raided Calcutta for the fifth time, doing sl1ght 
damage. 

( 

• • • 
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1 53 

1 ~ 
COPY NO. .~ 

Information received up to 7 A.~ .• rs!h December, 1942. 

l . .lAVAL 

A 6 , 250 ton Spanish tRnkor hoc been torpedoed lTJ U-boct off VICO .• • 
I 

ar.d Ia reported oinking. 

2. ...IL!fAJrt 

1.!Jlll.. 25th. OUr J14trolo occupied H.Jll 'fiUAI.'T and reached & ,>alnt 

.!0 e lla' oau t of BU~GEl.t. 

'WU ISI/, . IJore rain hoc hnmporod oporuLiono . On 2Jrd/24th r. land 

s lide iB milea eaot of BOUGI E ha s n:adc the rond impnaauble for several day•. 

Jl!!!l!M.. Durinc the past v•eck our forces havo advanced 7 to 10 

mile• in ~ho ARt.KAN coe.stc.l area -:ithout o:>position . Tbe J apanese are reported 

to to concentrating for the defence of AKYAB rhore bench dofcneco are beint con­

struc~ed . 

·). All< OPi.RATIOIIS 

I'IWICH IIORfH AFRICA. ~Hh/26th. ALGI <RS. 22 JU 88• o atned the 

bey and t>ambod the town . 

26th . U.S . Fortresses dropped JB lono of boobo each on BI Z£R'rlo 

and SFAX Harbours . Some vessels wore domagod or ounk . ·rwo bomber s and two U.S. 

fighters oro missing. 2 F. l . 190'• were doatroyod. Our fighter~ attacked gun 

posltlonu near M.WJ.i:Z .J. BAB and also dlaabled t~o l ocorJotives and a sea going 

bnrge. 16 P.l . 190• • deotroyed three aircrarL on tbo IJTOWld at !lONE. 

26th/27th . r.elllngtons <lroJ)l>O<I ?.) tono of bc>Qbs on 'l'UlllS docks. 

- . • ... Regraded Unclassified



Admiral 
Leahy: 

HMJr: 
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Hli.Jr: 

L: 

HMJr: 

L: 

HMJr: 
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L: 

!D!Jr: 
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Admiral Leahy speaking. 

Thie i e Morgenthau. 

Decemb~r 29, 1942 
9:10 a.m. 
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Goo~ morning, Mr. Secretary. 

How are you? 

Very well, tha~ you. 

Admiral, I have your letter or the 23:'<1 in 
which you ask ue t o appoi nt ao~ebody on 
thi s Committe~ on Strategic Services. 

Yeeh. 

And I don ' t know enough ~bout i t to know ~hat 
kind or a man you want. I ~ean what's this 
committee going to do ir you • •.• 

Well, I tell you, S?Y. I don' t know either. 

{La ughs) 

You see, 
meeting. 
Staff. 

Yeah. 

that - the t' a - that's a J J int Start 
I si gned t he letter for the J oi nt 

I can't anaver or r-hand, Mr. Korgen thau, but 
I 'll send you a memorand~ covering 1t today 
aa soon as I get a chance to l ook at the 
letter. 

lfould you' 

Wil l that be all right? 

Surely. I - I Jus t don ' t know ~ether theY 
vant a - a lawyer or a candles t ick maker or 
a butcher. 

(Laughs ) All righ t , air, I - I ' m not sure 
either, but I'll try to tell you in a me2~­
randum within the next hour or eo. 
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!D!Jr: I thank yo11 . 

L: Goodbye , fine. Goodbye, e1r. 
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Hello. 

December 29, 1942 
10:41 a.m. 
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Mr. Secretary, this ie Admiral Leahy ape~ing. 

Yea , Admiral . 

Referr ing to that telephone converaati?n or a 
rev momenta ago, I've looked up that letter •••. 

Yea. 

•.•• and that ia just appointing a group or 
repreeentsti vee rrom the civil agenoi ee or 
the Government t o helo - to h~lp out and keep 
ua all vorkin& together on that Stra tegic 
Servi ce. llov apec1fically 1 vhat lfould be ':lest 
rrom the Treasury Department vculd be one or 
your ottioiale vho le familiar with foreign 
currency and exchsnge •.•• 

Oh • 

•. • • especially vi th the political and peyoho­
logi cal ett'ect or 111onetary ohsngee. 

I see. Well, then it- i t'e on that frontt 

Yea, air, that ' a the idea. 

I didn ' t knov whether thl a Strategic Services­
whether that vee the thi ng that Donovan beads 
up. 

Well, Donovan ' • got some npreeentetivee on 
it too, you eeet 

Yes. 

But it ' e 8 group of people that a re trying to 
get together •••• 

Yeah. 

th t ~e von't vork et oroee-pur poeee •.• • eo a ... 
or anything • 

• -
• 

• • '"l 
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I aee . 

And I thi nk that your department ie one ot 
the moat important ot ell o f them in that 
partioular line. 

157 

Well 1 now I - I get >~hat you want, bu t I - I 
d1dn t knov vha~ you wanted. 

Yea, s ir. 

Okay. 

Thank you, air. 

Thank you. 

Goodbye. 

• 

... 
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111 c!Mr Adalral1 

Ia replJ to JOUP letter of 
Dtoeaber 28P4, I a.alpte liP. BaPPJ D. 
lhlte u treu11l'J rer:,eeatatln to • 
""' •1 th the plaJIII IJ'GUP 11h1ob 
bu been .. t up 1a the Off1 .. ef Stra-
teclo Senle• bJ the JolAt Cbbfe ot 
Steff , 

(11.-> II. ·~tll&a. Jr. 

A4a1ral W1ll1aa D. LeahJ, U.S.N., 
Chief of Staff to th• 
c-Mer la Cbhf of the Aft,J u4 W.'J, 
11ub1qtea, D. C. 

Ma rked •stri ctly Conf 10ent1al 

Sent by BundY 4:42 12/29/42 

Or1g. file direct to Vhlta 
(1n envel ope marked 
•StrictlY Conf1dent1al"l 

Pho to t1le l n Diary 

... 
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TAXES (Budget Message) 

Present: Mr. Bell 
Mr. Gaston 
Mr. Paul 
Ur . Haas 
l.!r. Blough 
Mr . \'lhi te 

De ce.mber 29, 1942 
10: 20 a.m. 
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H. U. JR: I went ov~r to see the President of the 
United States this morning. He was in a very good humor, 
relaxed. I asked him about this memorandum. I don't 
know whether everybody here has read it or not. If you 
haven' t , I will lend it to you when you leave the room. 
The eist of it, anyway, was - as I said in my letter, 
the Congress is setting up the nine pins for the President 
to knock do1m, instead of the President setting t hem up 
this time. He read it and said, "I like it; that is what 
I want t o do." 

So I said, "Well, Yr. President, the Budget does 
not like i t. They have not seen i t, but they won't like 
it; they want something very concrete , something very 
definite . There is a fellow by the name of Colm over 
there, who wants you to cross every 't' and dot every 
'i," and the President never heard of him. He said, "Who 
is he?" I said, "Personally I don't see why the Bureau 
ot the Budget should have a tax expert anyway, • and ·he 
said, •Neither do I . " 

Then I said, '~You know, Mr. President, about ~ year 
ago I came and talked to you about the Bude;et wantlng to 
write the tax bill, and get control of that. That is 
the way they feel . You very kindly told them to lay ?ff, 
which they did but -they feel very definitely that th1s 
is what they w~nt . Under the Constitution you have ~o 
do it ." The President just grinned all over. I sa1d, 

( 
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"You know, Mr. President, you have always said, •customs 
and Constitution'"? He said~ "Sure, IYhat has the Con­
stitution got to do with it~ 

I said, "The Budget feels very strongly about thi s 
thing. " He said, "Well, I like it." I said, "Do r have 
to show them what Geor~e and Doughten said?" He said 
"flo, I would not show 1 t to them." I said, "Who slse' 
should I show this memorandum to that J have written 
tou?" He said, "Nobody, just the Budget ." I said, 

Nobody else?" and he said, "Nobody alee." I said, "O.K. " 

The President said, "Get busy1 because it has to be 
finished by Saturday night. • I sud, "We have made a 
tentative appointment for this afternoon with the Budget.• 

So he read it very carefully, and then he read the 
whole thing over again. Then he said, "What I am going 
to dQ is , I am going to tell them I want social security 
all the way." I said, "Fipe." But I said - I kept repeat­
ing that that was not going to satisf1:' the Budget. lie 
said, "Let the Budget do what I want,' meaning himself. 
" ~ow this thing to them; but you don ' t have to show them 
this attached memo." And there you are. 

No~t, Bell, Paul, and Blough can go to work. and sweat. 

WK. PAUL: Of course what we can go to work on is 
still,.-

H. J.I. JR : Didn' t you make a tentative ap~intment -
somebody did. Oh, remember, I said thia mornmg ~at 
there was something - that is what it was. You saJ.d 
that as soon as you heard you would call up Harold 
Smith. Is Smith t rying t o see you, or Paul? 

WK. BELL: The only time I talked to ll~rold Smith 
was at the last Byrnes' meeting. He said, I hope we 
can get t ogether very soon on the Budget UBssage . I . 
hope the Secretary will designate somebody to c~nfer w1th 
us, to come over and go over the whole Message. 

(The Secretarr held a telephone conversation with 
Kr. Donald Nelson.} 

.. 

• . .. 
• 
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VR. GASTON: Did the President keep a copy of your 
memorandum? 

ll.M.JR: He has the original. 

NR. GASTON: That is fine; He has something to 
match against what t he Budget offers him. 

MR. PAUL: If he can find i t. (Laughter) 

H.V.JR: Grace Tull;r knows where it is. What are 
you going to do, Bell? Have you seen this, Harry? .• ~ 

MR. WIIITE : I don't think ao. 

MR. PAUL : You were at the meeting in Dan Bell's 
office. 

MR. GASTON: I didn't see it in the final form. 

II.M.JR: You have seen it, George? 

MR. HAAS: I have seen the draft just before that , 
I think. 

H.M. JR: Look at t his . I would like--

MR. BLOU<E : I don't think they have seen the 
George-Dougbton copies, but I do think they have seen 
the others. 

H.V.JR: MA¥ I please have it back by three o'clock? 
It 8Df of you have not seen it- and don ' t let anybody 
else in the office read i t . 

VR. iVHITE: B,yrnes' name was not mentioned in the 
whole thingf 

H.K. JR: Don't let anybody in your respective offices 
see this thing, pl ease. 

llo, I sat t here, and I felt like saying, "Should I 
show it to J~ B,yrnes?" I said, "Now why follow those 
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tactics?" So I said, "Who should see this, Mr . President?" 
He said, "The Budget. " I said, "Anybody else?" He said, 
"Nobody else," so why bring up Jillllll¥ Byrnes. Do you 
think I was smart? 

MR. WHI TE: Of course if you had said "Jimmy Byrnes . " 
he might have said, "SUre." Then the fat would have been 
in the fire . (Laughter) 

II.U. JR: That is the wa7 I felt . I know my President 
pretty well - and as Director of the Budf t• Dan knew him. 
If Ji~ Byrnes was uppermost in his min in connection 
with this, he would have said, "Show it to Ji~ B,yrnes, • 
because when he wants somebody to see it - beosuse when 
I brought up this thing, this home-front business, which 
he likes and is working on, he said, "Now, I have got to 
talk to Prentiss Brawn about this . He is working on it. " 
So Prentiss Brown was in his mind, but on the Budget 
and taxes, no. 

. .. .. 
• 
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•.•• phoned, eo I Just •. • • 

Can you h eAr met 

Yes , sir. 

December 29, 1942 
10:2a a.m. 
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Don, the press ques t i oned me about this sort 
or buyi ng in advance, th1e Nugent bue1neset , 

Yea. 

And I bit it pretty bard yuurda,Y. I don't 
know where you stand, but •.•• 

I - I'm with you on that 100~. I don't bel1~ve 
in 1 t. I d'>n 1 t believe •.•• 

Yee • 

. . .• i t ' s senelble. I don't believe 1t'e good 
bueinees even. 

Well , would you mind saying so publi cly? 

I' d be glad to. 

I t would be helpful to ua over here. 

The next press conference I have I ' ll do 1t . 

Thank you. 

Because I - I Just bel i eve the thing ie n'>t 
fundamentallY sound in any eenee or the word, 
and I don ' t believe it'e good buainese even. 

Well , that'• the way we reel over here. 

Well , I 'm sur e you' re right. 

Well , 1! you'd hi t it the next pr ess confer ence 
I'd appreciat e i t. 

I ' l l be gl ad to do it. 

Right. 

Okay, ai r . Goodbye . 

•• ... 
• 
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Bell? 

Yeah. 

I didn't recognize your voi ce. When I talked 
to the President, that sugge ~t1on at the end 
that Walter George put on where he said he­
the President ehould aay he'd had - looked to 
me - or the;r !!hould look to :oe tor more 
p8 rticul.ara on the TreaAury progr am - tax pr o­
graJDt 

Ye!!. 

That- he didn 't like that. 

'.fell, I di dn 1 t either. 

So •••• 

But •••• 

He said, " l don ' t l ike Geore,e's sugges tion," 
ao when ·Y·> U show it t'> the Budget cut th6.t 
part ott . 

Well, it'e already gone, but we can take 1t 
ott very easil y . 

Okay. 

Because _ and we ulke~ abou t it this mo rr.in6· 
I told Paul that I cH~n' t like it, but we 
could let tt gc over and then it'd probably 
come out lr. the conrerencee. 

All right. 
But maybe we better call them uo and tell them 
to scratch tha t out. 

Well, can't you have i t come baolr.t 

Well , they've already got it. They 've had it •••• 
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~ell , leave 1 t go. 

•••• e1noe about el even- thirty. 

Well, I wouldn't ••.• 

But . • . • 

I wouldn't draw any attention to it. 
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Maybe we ' d bett8 r just in the !iret conference 
say that - t hat cen oome out. 

That 1 s rigll t. 

All rigllt , fine. 

Thank you. 

All righ t. 

( 
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Bello. 

Harold Thomas. 

Hello. 

Yea. 

December 29, 19~2 
2:53 P· •· 

Ie - can y~u hear me, Mr. Thomaa? 

Yea, thank you, Mr. Secretary. 

Bow are you? 

Pretty good, thank y~u. 
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Mr. Thomas, I wondered whether you could do 
th11 tor me. I know on the Advnt181ng 
Council there are a number or people that have 
to do vi th radio ahowe .••• 

Yea. 

• ..• and I vieh the t you oould fi nd out !rom 
the•, 1! we wanted t o eor t or ge t new people 
1n charge or our radio program, you know? 

Oat what? 

Ir I wanted to ~et nev people 1n charge or 
our Treasury pr~gram, tha t 11, the producti on 
end, you see, vbat c.luld they do to help me? 

lfell, nov that depende. You me•n eomebody t<> 
come down there mnd work at 1t? 

No , up in New York. 

Do 1 t up here? 

Yeah , Just the production, 11ke the Treasury 
Hour. 
lfh¥, I think we coul4 be or eo me help to you. 

... 
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I wieh • .• • 

May I ask, what's t he matter with Bill Murray? 

~~at ' s the matter with Bill Murray? 

Yeah. 

The trouble with Bil l Murray ia that the las t 
t vo Saturdays the ahova have been eo God-avtul 
that I just can ' t atand 'em. I ' ve stopped the11. 

Yeah. 

I've disa>ntinued it entirely. 

Well, I t ell you what I think we could do there, 
I think maybe ve oould have a talk vith Bill 
about the s i tuation, and eee it ve couldn't 
eteer it a little blt t or you , an~ 1! that 
wasn 't eatietactory then we might ge t e~mebody 
that could - could really go t o work on it. 

Well , why must he have a monopoly on the Treaeury 
Hour? 

I don ' t know that he ahould have a monopoly on 
that or anything else, bu t •••. 

Yeah. 

..•• he 1 e a prett y good man. 

Well , I don't think he ever dl d a Treasury- a 
ehov - a radio ehov before he did oura. 

No , but he knove a l ot about the radio bue1neea. 
But I see your point. We ' re ••• • 

Well • . •• 

•• • • meet ing tomorr ow, and I'll bring th1e 
matter up t or d1ecuea1on then and see it I 
can have aomething t or you on it. 

Yeah, I _ I - I mean that the ahows have 
steadily deterior ated. 

•• • 
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T: Xeah. 

HMJr: And I - I - I'm not saying that I won 1 t continue 
with hi rD. 

T: Yea . 
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HMJr: He 1 8 corDing down , and I 1
1D going to tell him tomor­

row jus t from the shoulder how I think. 

T: Yeah. 

HMJr: But I want to know i e there anybody else i n the 
t1eld7 

T: Oh, my, yea. There are lots or people 1n the 
field. 

HMJr: 

T: 

I!HJr: 

T: 

HliJr: 

I mean •..• 

Good people. 

•.•• who could do thi s eort or thing. 

'Nell, one thought that occurred to me is that we 
mi ght get an agency to take thie thing on tor you . 

'iell, eometh1DG like t hat. 

T: Yeah. Tl:iat would be the beat >tay t o do i t. There 
you've got e gr oup that's ecouetomed to working 
together • • • • 

ID'.Jr: 

T: 

l!li.Jr: 

T: 

l!li.Jr: 

Yeah. 

• ••• and >~e could find eome good operet1~n that vay , 
and I think it would help you. 

Well, I m~an - I lla~ened the l ast two Saturday 
ni ghta and t hey ruined both ot my Saturdaye. 

( Laughs ) That ' • · · · · 

And I can't l isten t o any more. 

T: (Laughe) Well , that ' • too b11d. 
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HMJr: 

T: 

HMJr: 

T: 

HI'.Jr: 

T: 

lil'.Jr: 

T: 

Hl(Jr: 

T: 

!!IIJr: 

T: 

HMJr: 

T: 

IDIJr: 

T: 

" 

- 4 -

8o until I can get 1 t reorganiud, I Just 
stopped 1 t . 
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Oh, you ' re not going to have one thi s oomino 
Saturday ni ght? 

No, I stopped lt. 

All r i ght , I'll move right in on i t tomorrow. 

I - I can' t Ptend another Saturday night. 

Well, now it I can get some thoughts on it, do 
you want me to phone you toaorrow afternoon? 

Ir you would. 

Yea, be glad to . 

It you would. 

As a motter or tact, that's one o f the things 
that I was t h1nkins about in the whole reor­
gani zati on of tbat department. 

Yeah. 

And I think that we ought to put tbat in to 
the whole program, do you eee wbat I mean? 

Yeah, yeah. liell, I 1m thinki ng of a radio 
ebow that will represent the whol e Treasury, 
not Just War Bonde. 

Yeah, yeah. All right, I'll take it up at 
Counci l meeting tomorrow, and I'll see if I 
have eomethlng for you in the srterno~n. 

Ae I aay, I'm not eaylng tha t we won't oonttnue 
wi th kurray but I want to know if there ian t 
somebody elee in the bueinees. 

Yeah. Oh, my, yea, there are lot a of people. 
These agenoiea are the people that r eal lY do 
that kind or eturr . 
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KMJr: Because in a commercial business, it a program 
got steadily worae you wouldn ' t continue using 
the man. 

Tl 

H)!Jr: 

T: 

Wr: 

T: 

RMJr: 

T: 

HMJr: 

T: 

IDIJr: 

T: 

ID!Jr: 

t: 

ID!Jr: 

T: 

IDIJr: 

No , we wouldn't. We'd get a new agency. 

That 1 a righ.t . 

Just wha t '"e would do exactly. 

'l.'bat'e right. 

But I thinlt we want to try to retain Bill Murray ' s 
help and oounael on thla thing, because he ' s a 
very good man and he can get talent. But I think 
we can work it out ! or you l n a way that wtll be 
aat1e!aotory. 

I mean I ' ve had no row with hl m. I haven't 
talked to him even. 

Yes. 

I haven't even talked to hlm, but I - I - I 'm 
Jus t disgusted wlth the product. 

Yeah, yeah. All right, I'll get back t? you 
tomorrow afternoon. I may not have the complete 
answer but at least I' ll have eome 1nt~rmat1on 
!or you. 

'l'banlt you. 

And then when I oome down there Tueeday, I ' ll 
cheok in w1 th you TuudiY raornlng •• • • 

'l'b.at'a right. 

•••• and we oan al t down and plan how '"e can go 
at thie Whole bualnen. 

'l'b.at'a rigllt. 

All right, fine. 

'l'b.anlt you. 

• 
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l!liJr: 

HellO. 

Mr. Mack. 

Walt a ~1nute. Cl1ttt 
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Clifton 
!lack: Yea. 

HMJr: 

M: 

HMJr: 

M: 

!ii(Jr: 

M: 

HMJr: 

M: 

IOIJr: 

M: 

HMJr: 

M: 

M: 

I Just heard rro"' a -n vhO Just came 'b8ck 
tro~ Africa that they're ao deaperately in 
need of clothing there, and I ' d like to have 
a report the t1rat thi ng to=orrov aornlng from 
you Just nov rar we've gone al~ng on thls 
9urchae1ng program. 

Very good. 

You seat 

Very good. 

And could you find out - I mean I 
1
d ll.lte to 

knov one , l et's eay a s or- eay Saturday 
night. Where did wp etand aa of Sa turdaY 
night; vbat have ve bought; and oen you find 
out ir any of it has movadt 

Yea, air , I ' ll be glad to do that. 

It any or i t 1 a on ahi pboard. 

That ' s o r laat Saturday nightt 

Well, thla paat Saturday. llba t ••• • 

Past Saturday night. 

Today ' • Monday, l en' t itt 

Yea - TuesdaY· 

• .. • 
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KMJr: 

M: 

M: 

RliJr: 

M: 

HMJr: 

l!: 

lD!Jr: 

X: 

RMJr: 

M: 

RliJr: 

lh 

!111.1r: 

- 2 -

Wouldn't - wouldn ' t ae or Saturday night be 
the more reasonable requeotf 

I think that 1e - I think that' a tine , and -
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and we have a t utt t hat cannot be shipped beosuae 
we don ' t have the shi pping, but I' l l g~t you 
the report on i t. 

Well , get me a report , and I ' d l ike 1! possible 
t o have it over hera by nine o ' olook to!Dorrow 
morning. 

Very good. 

And see that- eend i t to 
Stephens eo I get it. 

Very go~, I 'll do that. 

Ll8U!enant Coau.nder 

And then, as I ea1, 6ive ce just aa IDU_ca -
you say nov- it there ' s no ehlp~ing , I ' d llke 
t o know that; whe t ' s going; wba t e waiting 
shi~ment - the way we used to do on that 
Rus"sia n busi ness. 

Very good. Very good, I'll do thst. 

And then I also i n a aeoarate report , whlch I 
don't have t o have tomorrow morning it it's 
go i ng to rush you t oo much, I 0 d like to know 
which concern• have been gi ven the orders and 
where they ' re locsted. 

Very good. 

I aean , tor 1netance, the ABC Company received 
an order t or ac many dozena or tb1a, that, and 
that aaount1ng to ao uny alllion dollar•, l o. · 
and their locati on. 

Very good. 

You aeef 

All right , I'll do tha t . 

Where they're - where these or ders are going­
what oitlea. 
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R)IJrl 

HMJr: 

M: 

HMJr: 

M: 

JDLJr: 

M: 

IIMJr: 

)(: 

174 
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Yea. 

'!'hat I don 1 t have to have 'by tomorrow morning. 

'l'bat 1 e a separate report. 

Yeah. 

A1l r1ght, e1r, we'll heve it. 

And trom 
close ot 
'bought, 
ah1p11ent 

now on, ae ot every Saturday night at 
'bueineee ~·d like to know what rou 
what 1 e on the war , and what's waiting 
tor Africa, 

All right, e1r, and that's to 'be at rour ottice 
the t ollowlng Monday' 

Well, 1t- I don't- it I have it ae or- to 
'be reaeona'ble, ~ay the f ollowing TUesday 
morning. 

All r1ght, sir, we'll have it. 

'!'hank you. 

Yea, s1r. 
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TREASURY DEPARTMENT 

INTI:It O FFICE COM MUNICATION 

Secretary Vorgenthau 

r•oM Ferdinand Kuhn, Jr. 

175 

DATI< 

December 29, 1942 

You asked me yesterday to get you a list of the 
moat popular one-hour and half-hour programs. Here 
is the material I baTe had from ~. Callahan on the 
subject: 

The most popular one-hour programs.with the Hooper 
ratings from December let to 7th,are: 

Lux Radio Theater 
Kraft Vusic Hall 
Kay Kyser 
Kate Smi tb Hour 
Camel Caravan 
Good Will Hour 

26.7 
23.7 
22.4 
17.3 
10.1 
7.2 

The most popular half-hour programs, with the Hooper 
ratings from December let to 7th,are: 

Bob Hope 
Charlie McCarthy 
Fibber McGee & Molly 
Aldrich Family 
Jack Benny 
Frank Morgan-Fanny Br ice 
Screen Guild Players 
Eddie Cantor 
Kr. District Attorney 
Rudy Vallee 

37.3 
36.4 
34 .8 
31.3 
28.3 
25.9 
24. 3 
23.4 
23.0 
20.4 

1n addition, Yr. Callahan baa sent me.a list ~f 
the moat popular "war effort" p. rograma, wh1ch I th1nk 
will be of interest to you. This list is attached. 

v. lc • 

• 

/ 
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TREASURY DEPARTMENT 175 

INTER CWI'1C& COMMUNICATION 

Seoretar,r Morgenthau 

Ferdina.nd Kuhn , Jr. 

DAft 

Deoellber 29, 1942 

You aaked me yeeterday to get you a list ot the 
moat popular one-hour and halt-~o~fr&aa. Here 
ie the aaterial I haTe had from Mr. tal!ahan on the 
aubject: 

The aoet popular one-hour programs. with the Hooper 
ratings troa December let to 7th, are: 

Lux Radio Theater 
JCratt Music Hall 
Kay Kyser 
Kate Smith Hour 
Camel Carann 
Good Will Hour 

26.7 
23.7 
22.4 
17.3 
10. 1 

7. 2 

The moat popular half-hour programs,with the Hooper 
ratings from December let to 7th,are: 

Bob Hope 
Charlie McCarthy 
Fibber McGee & Molly 
.Udrioh Family 
Jack BelllJ1 
Frank Mor~an-FanDT Brice 
Screen Gu1ld Players 
ldcUe Cantor 
MP. Diatrict Attorney 
Ruq Vallee 

37 .3 
96. 4 
34.8 
91.8 
28.9 
25.9 
24.3 
23.4 
23.0 
20.4 

1n adaition, Mr. Callahen baa eent me a list ot 
the aoet popular •war effort• programe , which I think 
will be of lntareat to you. This list ia attacbea. 

~ k. 

/ 
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Program Sponaor Rating 

We, the Peotle, at War Gult Oil 12.4 
Thanka to t e Yanks R. J. Raynolda 9.8 
Stage Door Canteen Corn Products 8.8 
Commando• CBS, Sue taining 6.0 
Firat Line of Defenae Wrigley Co. 5.6 
Keep Working, Keep Sailing, 

Alllerioa S~uibb s.o 
* Over Here B ue Network, 

eustaining 4.7 
People's Platform CBS, Sustaining 4.3 
American Legion Pearl 

Harbor Show Mutual, sustaining 3.9 
Meet Your lluy Hall Bros. 3.8 
Town Meeting Blue Network, 

sustaining 9.3 
.lrm;y & Navy Game Blue Network, 

austaini~ 2.9 
Calling Pan imerica CBS, suet a ning 2.3 
An American in England CBS, sustaining 2.1 
What's Your War Job Blue Network, 

sustaining 1.9 

* Treaaury program 

?.k . 
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C. E. HOOPER , INC . 
@lAo--

" NATIONAL• PROGRAM RATINGS REPORT 
....... l'ntlrMiatl ... 

... Uf011 llllllt ..., 

10. 0# ,j J llTI-
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S.t<AWOI CALL!m PAM AIIIRICA (14) CIS S.fwodor 6ol5 17.2 2.3 tJ 13.6 

S111\&1A1"1 T ... (22) ~• s ~ 7100 41.2 6.0 I ot 14.6 

lll't&101 Co • PDIS? LDit ~ _. (32) cas _,_ IOoOO )4,6 5.6 • .r 16.1 
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S~;~,~\t.1111nc 

_ _. 
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S.ot&1111"1 ,., ........... - (20) c • s So- 7100 21.5 4.). ' 2o.O 
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SutttJ.rli"' 'I'DMIIIIITDO (25) INC 

-~""· 
8130 44.2 '3.3! " 7o4 

ou1r ou WE, ,.. ,.,PLI, At WAR (21) c. s SUIIISq 7130 3P.7 12 ... I 31-2 · 

S110\&lnlna WHAT'S YOIII WAll olllll ( 17) 8 N C _ , ...., 7100 25.3 t.9 ,r 7o6 
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.... 1 
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... btr or HDoper .ektlllrl pol.trh re..S....tac .,..uio brelldeut. lt)o loool ..-.. -low la • ._ -- oltlH• 

, 

• 
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C. £ . HOOPER , INC . -y- @lAo...-
" NATIONAL • PROGRAM RATINGS REPORT ~::.=- ,__• --· I, -..... Pnt ... llat .... 

•moat Rill" J 
IO, Of -j J ana-
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Slloi&inlnc _._lllYT- (16 8 • c ~ 7 a00 25..4 2.9 l lo 11.6 

lU...Wnc C£LLDII PAll ..a!CA (14) CIS S&ilmlor 6o 15 17.2 2.3 ,, 13.6 

SIIIWnlnc 7 ... (22) CIS ~ 7100 41.2 6.0 ·* 14.6 

lrich:t eo • J'IIIST I.DI 011 _. (lZ) CIS -..-10100 34.6 5.6 . ~ 16.1 
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S110i&1nlftC WIIAf ' S YCIII WAR - ( 17) INC _.....,. 7100 25o3 t.O 1( 7.6 

$~-Torte tuoo 
..... 

.... paptr re•N• Md/.r ,...,........,., -uee tl 
• lued on .,tU-4.o-U•••. 
• Bued on total helM• tallM 1n Jt:aoper otwoklnc po1n1• ft011Yiac 
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T REASURY DEPARTM ENT 

INTE" OP'FICE COiolloiUNICATION 

DATa 

TO Secretary Morgenthau 
December 29, 1942 

••o• Ferdinand Kuhn, Jr. 

Here are the answers to your questions about 
Bacher, as gathered by Mr. Houghtaling and 
Lemmon of the Advertising Council. 

1. The American ~ederation of Radio Artists feels 
cordially toward Mr. Bacher in spite of the 
incident that brought him a •reprimand" from 
the union last month. The union aays simply that 
Mr. Bacher lost his temper at a rehearsal and 
behaved unjustifiably toward a union member in 
his cast . The whole incident has been cleared 
up. The union feels that Mr. Bacher is a br illiant, 
i f temperamental, director, and t he union played 
no part whatever in his l eaving the Camel program 
or the Treasury radio activi ties. 

2. The agency that produces the Camel programs tried 
to get rid of Bacher about ten weeks ago on the 
ground that his programs were too dramatic and 
heavy for thei r purpose. Bill Murray stepped in 
and prevented a break at that time. Ba~her.the~ 
substituted comedy for t he heavy dramat1cs 1n h1s 
programs, end the Camel audience was doubled. The 
Wednesday before Christmas , however, Mr . Bacher 
failed to show up at a rehearsal and was prompt ly 
dropped f r om the show, in accordance with a clause 
i n hie contract. This was the 1'/ednesday he came 
down to Washington. 

• 

• • • 
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Decqbu 211, 1942 

1'0: Wr. harold Grana -PRQ..( : The Secretar7 

In the future, t he proeraa •The Tr•a•UI'J 
Song Parada• ahould be produced under the direction 
ot I'Jooteuor ! 'elch with Wra . lforgenthau acting aa 
Conaul tant to I'Jootaaaor ~eloh. 

• 
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TREASURY DEPARTMENT 

INT&Jt OP"PICa COWWUHieAnON 

..... December 29, 1942. 

To MRS • KLOTZ 

•••• Harold Graves 

Herewith itemization of expenses for "Bond Wagon" 

progra.ms referred to in Mf memo. of yesterday. 

• 

• • • 

( 
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SA'l'URDAI NIGHT BC:mJJAGON PROGRAIIl 

Pronram ot October .31 19~2 

Actors and actresses (9) • 207 .00 
Soloist (1) · 23.00 
Singors - quartet (4) 76.00 
Script writer (1) 2S.oo 
!Wiio Ouild 25.00 

$ .356.00 

Pro!:!:""' ot October 101 1942 

Actors and actresses (11) & 25.3.00 
Soloist ~l) 2),00 
Sinsers 4) n.oo 
Script writer (1) 2S.oo 
Radio Ouild 2S.oo 

$ 40J, OO 

Pror.ram of October 171 l2J!2 

Pianist (1) $ 18 , 00 
Actors and actresses (8) 200.00 
Soloist ~1) 2s.oo 
Singers 4) 76.00 
R4dio Ouild 22,00 

$ .)44,00 

Prcmra.a or October 241 1942 

Acton and actresses ( 9) $ 25S.oo 
Sinsers (4) 76o00 
!Wiio Ouild 25,00 
Orchestra Leader (1) 42.00 

$ J96oOO 

Proa;:• or October .311 1~42 

Aotora and actreasea ( 7) $ 161,00 

Pianist (1) JO, OO 

Singera - ~uartet (4) 76.00 

Script writer (1) 25,00 

Radio Ouild 
2s .oo 

• Jl7o00 
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Projlrnm of Noveo:ber 1, 1942 

Actors and sctresaoe (4) 
Si.nj:ere - quartet (4) 
Script writer (1 ) 
Uusical arranging and copying 
Conductor 
Radio Ouild 

Pr0firlll1l of tlovomber lit, 1942 

Actors and actresses (6) 
S1ngors - quartet (4) 
Soloist ( 2) 
Script writer (1) 
Radio Guild (1) 

* ProurMI of 11ovomber 211 1942 
' 

Actors and actresses (9) 
Sineors - quartet (4) 
Solois~ (1) 
Radio Guild 
Conduct:or 
J.lus1cal arranging and copying 

"* Provam ot November 28, 1942 

Sinsera - quartet (4) 
Soloist (2) 
Russian ell"""" (12) 
Az:lerican choru.s (U) 
Russian director (1) 
Russian arrangement 
Arranc.,.,nts 
Director 

** Provam ot December S, 1942 
Composing and conducting 
Arrangtns 
Copyin£ 
Actors and actresses (2) 
swore (8) 
Director 

$ 

$ 

$ 

92 . 00 
76. 00 
2$. 00 

191. 30 
42 . 00 
2$. 00 

138. 00 
76.00 
so.oo 
2$. 00 
2$. 00 

Jllt.OO 

210. 00 
76. 00 
2,5. 00 
2$. 00 
.57 .75 

)8$. 40 

779.1'5 

76.00 
so.oo 

200. 00 
176, 00 

2$. 00 
2S.oo 

260. 00 
200. 00 

$ 1, 012,00 

$ 

1o4.oo 
312. 00 
1)0. 00 

46. 00 
1)0, 00 
200. 00 
922.00 

182 

416pec1al prograa for "lfamen At War• week. 
**Inoroaaod ..,.,.,to due to Radio Directora1 Guild and War 'll'ritora' 

Board PIIU.1ru! out of pro;p-""' at laat llimlto, noceaaitatins eul>­
atitut.lon orwsical procraa 'llhich was 1101'0 cxpe1181vo, 

( 

• 
... • 
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*" J>rogram of Dec801ber l2 1 1942 

Actors and actresses (S) 
So1o1at (1) 
Writers (2) 
Sineera - chorus (6) 
Arranging and copying 
Conducting 
Director 

"* Prograta or Dec..,.ber 19, 1942 

Actors and actresses (ll) 
Sineera - chorus (9) 
Director 

** Prograa o! December 261 1942 
Actors and actresses (9) 
lluaic3l arrangements 
Conductor 
Director 

$ 

$ 

$ 

$ 

$ 

& 

183 

us.oo 
2S,oo 
so.oo 

133SO 
66, )$ 
42. 00 

200. 00 
6)1,8$ 

26),00 
lhS.oo 
200.00 

6o6.oo 

207.00 
244, )0 
4J, QO 

200,00 
694. 30 

"* Increased amounts due to Radio Dirootora' Ouild and 'liar 'll'ritera' 
Board pulllng out of program neceaeitating 
substitution of ousical program which was moro expenaive, 

Hoto - AU figures eham tor talent ora without Social Security 1 

State tans, -

• 
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l r !_ tcretary 

...r . Sulliv~t 

On Decer.ber ll.t!\ t11e ":.ar Eolld!c :::wr in ":VorceHter, ;.:s.s~achu­

u4-t.. .. , "tart.ed its new drive !'or nr bonds w!.lh a or~-t.our Croati~ast. 

"' t' (' lo.:r..l radio stat.ion ":rAG. Tt~ hi'h point <~! tt-.is bros-3c.!.::t 
ras the participation by >oreester boy< 1r l<tt1 t r l.rr.;.s . 7hrollf>h ttA 

.,. ,.J·t-~nt it was arranecd tt.at one 1:orcest.er bo;r d:ould ~roade:t,!:t 
),. L ilo:lnUtCS o h., "i13S to CO::'I'Ak for 4 group Of Otl.C'" ·:orc~! t.~,. bo::s wt.O 

r rc ~.c1 ~e 'lrl. th i it: at the bro:(!-::.a t. . 

're~hnicr.l d.!.~i"lcul~.:.~t.. 'u ( t.pparent in a test cf thf' short 
'!'4i::o ''\r o:...jcA! t. fl~or~ ,"t.J.'rl ca so thi.s broadc&' t. , ,'t.:f. elindnt'ted an-! i n i~ 
pl·IV.\ •t-r JTfv:! ou,;J y rtJ'l'lU(.£d n theU tutc 1r~ tl blsnd spo)r . He too Y1ae 

" ~: ... r JJo: t.cr boy an·l :;rokc f~Jr A. :mall Brour ('If 1 1'oro~ b t..~r boys '*'~C\ r.ert: 
r ruoe~t ~i t he broadcast . 

C::l.rcugh the t;avy Dep..-.rt,-•n1. it wao arranr,ed Ll..at or. t! <r 
":-.. r .. tl' '·";J t 1 c.t.ld t]:'_...s.l- J.:.l' u gro-.1p o! 1;:"orce<~!ttr hoyt~ <.ill('~ s .... culd 

b:".J~llj,; g, ~frO!:' lcelc.r~ , ard he did. SO f •t·) t ir.uteG . 

:I-.e adnn~e puhl!.eit.y c;""'\( t~.,. JA::~ ot the ~jor _-cl."':~an 
l:ut di<l not dtwlge the n=es of ~.ie coq>ani<>M at tt• broo~oa!lt. The 
~!!ect or U:.i.<!' T·U U'.at. everyor.e rl"o lo.a.d a relative or irlend f~ 

""':'orces ter 1n Iceland, Africa or England nt: ~cld 1n sua::.ense U!l~il ~ '·er 
~~- radio the spokes<An announced the nacca of tte group rlt..'l !-i:. 

Thft spokes""" 1n eaoh c£ec "'" a boy who """ -..idcl.y mm-n i.'l 
.. orce,ter. f or i.nstance, t he spoketil'\!l\ rt'Oi Erltl and ','f&S 4 r<'f'"..;l""r 
v -cnployeo of the larce !!eald !"ach1.ne Tool C<>t~P"J'·:·· 

':'he r:ar Bonds Staff 1n '7oreootcr hM advise<! nc that in their 
orinion th., bro:tdca:;ts from ahroad b~· ... ;o1"Ce" 1.,t'l' l:oye contribut ... ri r..,r~ 
to tt.e 3\oecooo ·of the clr l ve than anyth!nfl ol oe that '"" done. 

The pick-up t rotil EnglanU on 'tJ'Tf,u VYaD arranged t: r oubl, _: :r • •• 
lack or the 'lational Broodeo.otill& Conpany. 0.adl 0 City, ! ..,, ,ork, 
Donovan P.OYiB~ of tte P,r:i t.itil trc ~tCct~t tin( C(irf.U.) , ( ;r Fift!l 

( 
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- 2 -

:he p.i.cY- up f r om Icel::md ",'rlf! arranaftd t hrough t he CCOJ•Cra­
~l.Oil of U.out.cnants INutsc~ a nd Cw:cint~ or t ho Ilt'O.nch ilarllo Sec t: on , 
lll1 ~ c.r! r t.O'ler l'avy, 5L.O I i f th Avenue , Now Yor): . 

! a, nc'!vised t hat llr. "7ald~""M..r. tU'Id Hi ss Spr! .:ts of the Treasur:r 
:..1 11o ';ccti.on ,,-ere ve" :; helpful . 

n .. e br i t.isl-, !}roac!easur,;t t:o.op:my :.;..ti J:nti onal Broade3st i.ng 
.;c~ .J14:l:J '~'l~J t.::> 4::-rllll.be 'tt.A; ~·; ... iJi~ _j n l ir.t ill l<'CLl ar~ f<'TSOt.al 
!a.ctorD aa r oll as tte I (tt. Cor ~eli . , ttd bend ;,urcl.a.s:t:: Oj u-~ ~ric•r. 

• .c.erle . 

1 a: advised t~t the Col,-.1tia B~~c:-.• !..i=-6- :., ~~r ~ ~!>le t.o 
ar .. , o .. ·~ .. 51cl..l.ar pi e !o-.-ups of broadc-:l 't.s fro:a foreign 1a.n1s. 

( 

• • • 
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llllDD Sti!D lllliJ08 JIOIDI - SDIJa 1 
186 

OoiOpel'ho" ot Dece.llber oaleo t o date with oal11 dur1Jic the 
... e "uaber of bu.iaeoo 4&7• 1" l o•e•ber &Ad Octobe r, 1942 

(At 1ooue price 1a t houoaado ot do11aro) 

Dat o O.cnber lo• .. ber 

• 4 ,116 • 4,116 • 5,164 79. 7fo 
4,489 8,6Q5 9.~ - 92.8 

lO ,o42 18,647 20, • 5 .o45 91,1 
39.690 58.337 }l,J09 42,28' 186.} 

5 16,6411 74,91111 5},0]6 52.911 141.} 

7 46,4211 121,4oll 62,}26 1},~9 194.11 
s 11,11117 1}3.295 96,}66 911, 0 1}11.} 
9 17, 115 7 151,152 111,002 117,077 1)6.2 

10 13 ,607 164,759 146,1194 131,593 112.5 
11 311,664 20} ,42} 161,929 169,1159 125,6 
12 17,480 220,903 181,120 179,232 122.0 

14 52,056 272,~9 11111,497 194,811 144.8 
15 15.530 21111 , II 2~0, 01~ 222,211} 125.4 
16 22 ,764 }11,252 2 1,62 2~,891 1211.11 
17 24,1148 }}6,100 262 ,274 2 ,201 128.1 
18 25.260 )61,359 2117 .4o9 290,2112 125.7 
19 17,907 }79,266 }14 ,5611 312,3116 120.6 

21 115.716 424,9112 327.418 )27.921 ].29.8 
22 18,08) 443,o65 }71.750 355.719 119.2 

~~ 16,686 1159.751 ~90,1]6 )112~2 117.11 
18,9112 1171.693 10,47} 396 II 116.6 

26 5li,l9S ,}2.191 429,161 ll)li,661 1211.2 

28 48,0)11 510.925 456, 1111 1145,071 127·3 

' All flcur11 are 41poo1tl wUh the freaourer of tho tJdhd ltat ll 011 accoUDt of 
proo01do of aaleo of tJaUod ltat11 aadac• boa4o. fheoo tlproo ha ... booa 
a4Juotod oa the baoh ot wire r eport. &114 tbol'Oforo will cot acr•• vlth the 
frta.aver 1a accou\a. 
l lproo ho ... b01a ro'GII4od to uaroot thoueaad &114 will aot "ocooaar117 a44 

to totalo. 

• 6 
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IIJI'l'J:D S'UHS UTlliGS BOmlS - SDIIS 7 .tJ1D 0 COMBIIIID 
187 

Co11parllom ot Doc•bor aaloa to date vith ta1u durlag ttw 
t&mo auabor ot bDoimeaa daTt 1m lo~oabtr and Oot obor, 1942 

(~t ioauo pr1oo 1m thouaaadt ot 4oll&ra) 

Date Deeuber lfonmber 

5 

7 
8 
9 

10 
ll 
12 

111 
15 
16 
17 
18 
19 

21 
22 
2} 
211 

26 

28 

• 197 $ 197 $ 303 65.01' 
329 527 1,115 47.3 

2,688 3,214 7,846 • 2,218 41 .0 
13.947 17,161 14,720 20,322 116.6 
12,303 29.464 }1,425 24,325 93.8 

17.522 46,986 ~4,0~ ~·922 1}8.1 
2,872 49.858 3.9 ,695 113.5 
9.576 59.4}4 49.}26 55.998 120.5 
a·651 65,085 58,842 59.711 110.6 

1 .274 79.359 64,157 74,275 12}.7 
7,1}5 86.495 71,}52 76.4}0 \21 .2 

15,430 101,924 7},989 8},857 1}7.8 
7.719 10~,644 8},246 91, 884 1}1.7 
5,146 11 • 789 88,888 98,457 129. 1 

11,654 126,44} 97,154 101,252 1}0.1 
6,466 1~,909 104,1187 110,052 127.2 
7.992 l ,901 11},191 115,757 124.5 

lJ, II51 1~.}52 n 6 ,sso 124,610 1}2.1 . 
12,077 166,429 lJ1,o41 1~, 767 127.0 

8 , 25~ 174,682 136.798 1 ,1111 127.7 
7.85 132.536 145,126 146,525 1:?5.8 

20 ,516 20},052 151,824 159.973 1}}.7 

19.576 222 , 629 161,542· 165 .}64 1}7.8 

Al l tlcureo ere depoaito wi t h the ~eaourtr of tho United Statea o~ aecouat 
of proceodo ot ta1oa ot Um1ted State• oaYl ngo boDda. These figure• haYO betn 
adJuoted oa the baait ot wire roporto and therefore v111 not agree vlth tha 
Trtal urtr1t accounta. 
J'1au.r•• b&Yt bteo rounded to neareat thoUiand aud vlll not neceaaarllT a44 
to tot&la, 

( 
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TREASURY Blt.LS 

( 
Dec. 30 Doc , 23 Pee . 16 !1!!£.....2 

.twn·_a:'\t. orrored •••• •• 0 • •• 0 • $ 600 II $ 600 II G 600 II $ 500 u 
Bid• te'ldei'OO • 0 0 0 • 0 •••••• 0 9.30 .--- 1,220 ,/ 1,294 1,2.2.3 

!.o11' 1"11 ~ 0 •• 0. 0 0 • 0 ••• 0 ••••• , ZTJf. , 29):' , 29):' . 'l'm • 0 • 

,. !,:1-t rate •••••• 0 0. 0 • •••••• • 376 • .361. ,J68 • .368 

A'l"n'"\ .. , rate 0 •• 0 •• 0 ••••••• . 365 - .36.3- • .361. . 367 

A•mm~ tn 11e~r York ••• 0 •••• e :nJ 11 e .320 11 e 298 11 $ 268 II 

Aroun t in §hicoeo ......... 94 105 122 68 

!.·~ol&."\t in San Francisco ... 50 48 )6 55 

k-ount In bolllnce or 
country •.•...•.•.....•• 14~ lZl 144 109 
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OFFICIAL BUSINESS-GOVERNMENT RATES 

lOll P. IIBU 
PUSDDI 
l'l.\ftUUIO maw. lWII 
l'UftSIIIJIIG .. Jail 

TREASURY DEPARTMENf89 

.. l!lt=• .lNI 

ftdl100 Pal 1'0111 Dlfl!ATIOI '1'0 SJll.\l IIGIE! ftiY IIJCB Ill 
ll.tVIIG '1'0 BAt 10 IIOJIIII 

' ,_ 
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PLATTSIUIG IY 121P DEC 21 lt.U -KON HENRY 11 MORC:EITMAf SECIETAIT OF TIE TUASUiY 

VASHN DC 

AS YOU RIQUESTED flUS llU IS ·a IDIINDU .fiAT AT THIS TIIIt 

' YOU VOULD BE AILE TO COIIfllll t0u ACCEPTOCE Of IIY 
' 

INVITATION TO SPEAK AT TIE lAilT~ COIIFUDCE OF IIEIIYOII 
I 

STATE BANKERS . ASSOCIATIOII JAIIUAJIT EJCHTUIITII Ill IIEVYOUCITY 

arLrrvr rr Most DESIIAILE FIII, STANDPOINT o~ THE BOARD 
• I 

l'UBLIC I NTEREST THAT TOb II Till OIILT SPIAJtll AT THE DJNNU 

THAT EVENI NG AT Till IALDOU A1111 AS YOU SUC:C:ESTID A BROADCAST 
' 

OVER IMPORTANT llllWOII CAll IE AIUKED FOR TIIAT MEETJNC: If 

MORE CONVENIENT TO TOll llLL IEAIJANc:E OUI PROGIAII FOR YOU 

!O SPEAK AT MOUl. IEITIIIC 11AT DAT AT T1ll FDDAL IESEJm: 

BANJC BUT HOPI: taT 111C1 niE ·ai•D DCAc:DIIIt llLL II 

AGREEABLE TO YOU III'JIIITI 911WIIBATlOII 01 1'0UI ACCEPTAIICE 

AS SOON AS • AI'I'IICIATD Ill ... fiAT • 

MAY MAKE OUR Alii-.! 
BROADCAST IIIC 

190 
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.... -- ~ ....... ~ 
November 12 , 1942. 

MEMORANDUM 

TO: Mr . Fitzgerald 
FROI.': Mr . Gaston 

John P. Meyers, President of the Plattsburg 
r:atlonal Bank anci of the New York State Bankers Asso­
ciation , had an appointment to see the Secretary today, 
but since the Secretary was at cabinet he was referred 
to me. He is ret~aininG in town tomorro•,, and is at 
the Lee-Sheraton Hotel , Room 220. He would like, if 
it is at all possible , to see the Secretary for a very 
few minutes some time tomorrow. The Secretary said 
that he hoped to be able to find time to see him dur inG 
tho afternoon tomor row. 

()~~ l~ ' · 

• . -

( 
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Dear Henry: 

. . 

THE ATTORNEY O~N~RAL 

WASHINGTON 

December 29, 1942 

I wish I oould accept your 1nrttat1on 

to spe4l< at the Pbi.ladelpbia broadcast ot •Intoru-

Uon Pleaae• on Januar-.f 8, but unfortunately I om 

engaged that nig)lt. It "as nice ot you to aak ,... 

Sincerely yours, 

' 

lfonorable Henry t:orgenthau 

The Secretary or the Treasury 

Waabington, D. c . 

192 
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Honorable Henry llorgenthau, 
Secretary of the Treaaury, 
Waoh1nst on , D, c. 

ll;r dear ~~. Morgenthau: 

193 

December 29 , 1942, 

Thank you "''17 much tor ha•in& aent 
to co CO}TJ' of A!r 1<tl.robal ET111 1o loHor relaUTO 
to the !11m which "'" oont t o llro. Huntley 1n llhodosla. 

I greatly approcillto your !lne cooperation 
1n thh Clatter. 

Sincerel.)', 

'1:0/3• 

,/ 
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TO: llr. Sullivan 
PRtt.ll llr. OM ton 

December 29, 1942. 

194 

I notice i n running over the rue or correspondence attached 
the following: 

(l) The Baptists, both North and South, think the Victory 
Tax 1a an in~ion o! religious liberty. I don • t think this worth 
oey attention~ speech. 

(2) The United Shoe 'farkera (CIO) St. Louis, apparently 
think that incane tax exemptions heve been lowered to $624 per annum 
lllld the Victory Tax added aa a fUrther insult. The matter ot differ­
ing exomptions for the two taxes should be straightaned out . 

(3) Ono D. 11. S tringfield of Fayetteville, North Carolina, 
who writes t o Senator Bailey, is laboring under the impreoai on that 
only thooe who are on deductible payrolls have to pay the Victory 
Tu "while the man who makes inrini taly more 1ll011ay out or people not 
lmo"" and not traced and identified, pa,ya no Victory Tax at all. • It 
should or course be e:>~plained that everybody paye tha Victory Tax, 
by retw"n it not by payroll deduction. Another let ter which refer• 
to tha "l~ords" apparently reflects tha 81.108 lllisconception • 

• 

{ 

• . . 
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TREASURY DEPART MENT 

INTER OFF1CE COM MUNICATION 

0 '""- December 29, 1942 
TO Secretary Morgenthau 

••oM Mrs . Forbush 

With reference to your request for complaints and other 
comments on the Victory Tax: 

I am attaching copies of letters received in the 
Treasury and dealing with this subject . Our experience 
bas been that though there were many letters complaining 
of heavy taxes , comparatively few specified this'S% 
deduction . Churches and labor un ions out-numbered the 
individuals complaining of the tax and its implications. 

However , there were a great many inquiries as to 
how the tax should be figured . Since these demanded a 
factual reply, they wer e sent to Internal Revenue . This 
office has checked with Commissioner Helvering' s this 
morning and I have jus t been told that "several hundred" 
such letters have been located . They had been assigned 
to various examiners and investigators , and Internal 
Revenue is gather ing t~em up and getting them over here 
just as rapidly as possible . They could not reach mf 
office before noon, however, and I , therefore, will col­
lect and abstract them and get a supplementary memo down 
to you just as quickly as possible when they do come. 

I am sorry that it is not possible to give an exact 
count of the number of letters mentioning the Victory Tax . 
In the general letters of complai~t about taxation! many 
briefly mentioned the 5% and evidently had it in mlnd. 
I would aay that there were as many as five h~dred such 
letters , but t here i s no way of getting the flgures. 
As these are general f they ar e politel y acknowledged and 
go into t he fil es. f t hey ask specific questions, they 
go either to Tax Resear ch or to Internal Revenue. In 
each case , when answered, these letters go into the general 
filea . 

• • • 

During the rest of the week I shall, of course, keep 
a special wat ch for letters on this subje~t an~ will give 
you the figures on them as well as any wh~ch mlght be 
quotable each day. ~ ~ . ~ 

( 
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132 Locust Street 
Harrisburg, Pennsylvania 

196 

December 28, 1942 · 

Henry Morgenthau, 
Secretary of the Treasury, 
Washington, D. C. -Sir : 

I am an emplo~ee of t he Pennsyl vania State Highway 
Planning Board, a JOint State and Federal organization. 
We are those folks who are on hourly basis. We are not 
paid when we are sick, get no holidays wi th pay and get 
no vacations like people with political sponsors . we 
are never paid when our wages are due as t hose folks who 
are on salary, but somet imes must wai t six to ten days 
after the close of our pay period, which is the 15th and 
the last day of each month. 

This 5% Victory tax, the payment of which I do not 
object to at all if everyone i s treated the same, I under­
stand the l aw says on earnings from January 1, 1943. Now 
we have been informed that our tax will include 5% of our 
December 16 to 31st pay, because we receive the money in 
January. But those people on salary that get paid the 
31st of December when our pay by law is really due, will 
not be taxed. 

Our i ncome tax reads from January 1 to December 31st 
of each year and I pay tax on what I earned in December, 
even thoufh I do not recei ve the money until January. I 
am most w lling to sacrifice in rationi ng and taxes and 
have voluntari l y been putting 10% of ~ earning in Defense 
Bonds, which I do not count as a sacrifice, but as a mighty 
good investment, so please do not think I am objecting to 
the tax, but I am to the interpre tation given by those in 
authority in our organization. I think they are giving the 
wrong meaning to the law in our case. 

I never mind spending ~ last dol lar unless I think I 
am being "beat", and then I ob ject to p~ing ~cent. 

Kos t si ncerely yours for Victory 

(Signed) Krs . Addie G. Bashore 

( 

• • • 
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MR. CHARLES FREDERICK OSGOOD 
168 Myrtle Street 

Claremont, New Hampshire 

Treasury Dept. 
Washington D. c. 

Gentl emen . 

Dec . 22nd 1942 

As I understand it, all ·should subscribe to 
Har Bonds to t he amount of 10% of their sal ary . 
There is also a 5% Victory Tax plus an income tax 
of $18.00 a month. $12 .00 per mo. is deducted for 
insurance, social security and old age benefits. 

I am purchasing ~ home and carry $10,000 
insurance . Al l of these would amount to approx . 
$125.00 per month. I have six children & a wife, 
t he oldest child being in the Marines. I certainly 
don't see how it i s going to be done. Is it 
recommended that the home be disposed of? 

Income is $4000 .00 
per year 

Very truly yours, 

Signed/ Charl es F. Osgood. 

197 

• • • 
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President Roosevel t 

Dear Sir:-

Clyde 0. 
Dec. 21 -1942 

I understand that the first or Jar .. 1943 that 
a working man must contribute 5~ or wages and buy 
tonds or stamps with 1~ more of his wages and 
still you keep on putting the price or food and 
needs or a working man up, How do you figure he 
is going to live. You say you are after the money 
man but the workin~ man always gets it in the end. 
If you say I must ao as I mentioned you must take 
care of my family as I can not properly and give 
all as you say. 

Yours truly 

Signed/ C. H. Setzler 

120t S. Nair St 
Clyde 

Ohio 

I want a reply. 
I served in Norld War No 1 home and foreign 

198 

( 
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Sir: 

Congress of the United States 
House of Repre sentatives 

Washington, D. C. 

199 

The attached communication is sent for your 

considerat ion •. Please investigate the statements 

contained therein and forward me the necessary 

information for reply, returning the enclosed corres­

pondence vd th your answer. 

Yours truly, 

Signed/ Edwin w. Schaefer 

Received - 12/8/A2 

( 

, . 
• 
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CALVARY BAPTIST CHURCH 
1422 Washington Avenue 

Guy P. Hall , Pastor Al ton, Ill 

Hon. E. M. Schaeffer 
Uni ted States Congressman 

200 

Be it unaerstood that we, the Calvary Baptist church 
of Alton, Illinois, feel that all ministers or any one employed 
by churches or religious ins t itutions should P81 taxes, but 

Whereas the recent bill known as the Liberty Tax, makes 
provision for churches as employi~ agencies to become the 
withhol ding agency for the collect1on of tax, and 

Whereas it provides that churches and "other religious 
institutions shall wi. thhold five percent of salary paid to 
those whose income i s above $624 annually who are employed 
by churches and religious institutions, and 

Whereas this part of the bill is a clear violation of 
the separation of Church and State and the Bill of Rights , 

Be it resolved that we hereby offer our protest to that 
oart of the bill relative to churches and religious institutions 
becoming withholding agencies for the coll ection of the tax, and 

Be it resolved that we ask that such tax be collected 
in an orderly way other and apart from the collection by 
churches . 

This resolution offered by Calvary Baptist Church, 
1422-Waehington Ave., Alton, I llinois, in regular business 
session, Oecember 2, 1942. 

Moderator - -----
Clerk. ------

•• • 

( 
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y WALNUT STREET BAPTIST CHURCH 

Fifth and Walnut Streets 
Owensboro, Ky. 

Deo. 1, 1942 

Mr. Albin W. Barkley 
Washington, D. c. 

Dear Wr. Barkl ey: 

201 

I am wrlting.you concerning the new Victory Tax as it 
m8f apply t o Bapt1st Churches. I t ought to be plain to the 
law makers by now that Bavtistsevery where believe in the 
complete separation of Church and State. We have suffered 
in the past because of our unqualified adherence to that 
doct rine, dear to us as life itself. 

It seems that this Victory Tax law requires the employers 
to collect 5 percent of the salary of all employees for the 
government: If that applies to the churches, I want to tell 
you here and now that no Baptist Church will allow itself to 
be a collecting agent for the government . 

Recently the Texas Ba~tist convention went on ~ecord as 
opposing such a thing and 1n our state paper last week there 
appeared an editorial "Shall Baptist Churches Go To Jail?" 

Now I am willing as a citizen to p~ that tax ~~elf and 
I feel sure every other Baptist pastor would do likeWise . ~e 
would do that as a citizen, but when our churches are asked to 
be collecting agents for the Government, you ~ rest assured 
that they will refuse to do eo. 

Bap tist peopl e have been as loyal to our government as 
any others, but please make our position plain to all who have 
this matter in charge . 

Sincerely, 

S/ W. S. COAKLEY 

. . 

( 
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COPY FROII MAIL REPORT NOVEialER 27, 1942. 

Senator Josiah IV. Bailey, (North Carolina), sends let­
ter he has received f rom D. M. Stringfield, Fayetteville, 
N.C., which reads as follows: I am not lawyer enough, 
nor have I found one in or out of the Federal Govern­
ment that is, to understand what the tax bill means to 
do to t he people . I wish you would pass thi s on to 
some Federal Government expert who can promptly, and 
wi thout red tape, answer a question or two so that I 
can fi nd out what I am to depend on before I get busy 
both in the Legi slature and at home covering the time 
when a return must be made. • • • After payi~ the enor­
mous income tax for 1942 out of 1943 income, 1s t he five 
percent Victory Tax to be deducted coveri ng t t e same 
per iod when my retaining fee, or salary, is paid br the 
County? Only a comparison with the situation of other 
lawyers is sufficient to show that this is class legis­
lat ion and to show the injustice and even iniquity, to 
say nothing of inequality, of such legislation. ff ~ n 

202 

So far as I can see, only the man on a f i xed fee or 
salary whose emplo1er is a matter of record, can be 

~ 
reached with the V1ctory Tax, while the man who makes 
infini tely more money out of people not known and not 
traced and ident ified, pays no Victory Tax at all. I am 
seriousl l considering whether I woul d be better off to 
qui t try1ng to make anything, rather than to t:y to ~omply 
with a law so vicious and savage; and an admin1strat1on 
passing auch a law is in office on borrowed time. I have 
sold property and out of my earnings together have bought 
$4,000 worth of war Savings Bonds, but I wi l l never have 
any more money to buy them with. 

• • • 
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WESTERN UNION 

DA 536 115 NL 13 EXTRA XC = WINNSBORO TEX 13 

1942 NOV 13 PM 7 52 

SENATOR TOM CONNALLY 

WASH DC 

THE BAPTIST GENERAL CONVENTION OF TEXAS REPRESENTING 

NEARLY EIGHT HUNDRED THOUSAND BAPTISTS PASSED RESOLUTION 

UNAN illOUSLY OPPOSING TP.AT PART OF VICTORY TAX MAKING OUR 

CHURCHES COLLECTING TAX AGENCIES FOR GOVERNMENT. THIS 

IS FIRST TIME IN HISTORY OF AMERICA CHURCHES 11A VE BEEN 

INVADED IN SUCH MANNER AND IS CLEAR VIOLATION OF 

SEPARAT ION CHURCH AND STATE AND BILL OF RIGHTS. 1!INISTERS 

AND CHURCHES JUST NO.V LEARNING OF THIS INVASION OF CHURCHES 

BY BUREAUCRATS AND WILL CAUSE GREATEST STORl.! OF PROTEST 

ALL OVER UNITED STATES THAT CO!iGRESS HAS EVER WITNESSED. 

A SWLE }J{END!.IENT EXEWPTING CHURCHES AS IVITBHOLDING 

AGENC IES WILL CORRECT THIS AND SAVE INVASION OF CHURCHES = 

R G BAUCOM VICE PRESIDENT BAPTIST GENERAL 

CONVENTION OF TEXAS AND PASTOR FIRST BAPTIST 

CHURCH WI.NNSBORO. 

• • • 

( 

.... 

Regraded Unclassified



Office of Local No. 56! 

UNITED SHOE V.ORKERS OF IJ£ERICA 
OF THE C. I. 0. 

Mr . Henry Morgenthau 
Treasury Department 
~·asbington, D. c. 
Dear llr. !lorgenthau: 

3631 Selena Street 
St. Louis, Mo . 

October 20, 1942 
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'lbe me111bers of Locals 56! and 102! United Shoe 'lorkers of Ameri ca,-•. 
representing some 2000 ahoeworkers in the St. Louis area, voice our 
objection to the so-called "Victory Tax. • A 5% tax on spending is just 
c;other ny of cutting into the earnings of the nge earners. 

With inco111e taxes being collected on earnings dorm to $624 . 00, 
a paltry $12. 00 per week, the addition of another tax to be collected 
from such an earning bracket does not create the CIUCh needed morale 
among the Amer ican workers so necessary to wi n this all-out War. The 
'lller[can 1vorkman is already buying War Stamps and Bonds, giving to 
•llied War Relief and giving his blood regularly through Red Cross 
Blood Banks, while he reads of Congress' failure to even limit salaries 
to $25,000.00 per year or to t ax tne Industrialist too great for fear 
o! creating an inadequate desire for business expansion. If Congress 
and the Treasury Department are fearfull for the proper morale of the 
Industrialist, what about the morale of our Amer ican low pay group who 
are furnishing the man power for Industry and our Armed Forces . 

Through our Labor Unions we are continually calling upon our 
~eabers to make more sacrifices, produce more and cooperate more in 
our Nations effort to smash Nazism and Facism, so that the world will 
he safe for Democracy, but this becomes increasingly difficult when 
•~ge increases are controlled and taxa t ion is levied in unfair propor­
tions on those most unable to pay. Our workers need no fur ther incen­
tive to pay and produce for f reedom than the guarantee of winning the 
War and those most able to pay should feel and act likewi se. 

We ask you Mr. Worgenthau to stress very strongly to Congress the 
~ecesslty of taxing those best able to pay by passing the Treasury Tax 
rogram and ce~se considering sal es taxes in any form until such time 

as the Tax burden has been properly placed. 

Feeling sure you will bring our views before Congress, I am,· 

Very truly yours, 

(Signed) Floyd Soindler, President 
Local 5SA, u.s.w.A. of c. r.o. 

Regraded Unclassified



c 
0 
p 
y 

Henry Mo rge nth au, 
Secretary of the Treasury. 
·,vashington D.C . 

Dear Sir; 

Southbeach, Oregon 

Oct. 17, 19 42. 

In behalf of my aux.# 49 Lincoln county, Toledo, 

Oregon a.l'll .,,ri teing you in regards to the Presidents 

tax program, We definately urge you to do all you can 

to obtain tax legislation s that it may protect the 

lntrest of all the people , the way it stands now we 

are to be deprived of the money of which to buy the bare 

necessities of life. 

Will also be a great blow to the war effort. And 

tnis so called 5:C Victory tax looks to us as another 

to hit the low income groups, will take our taxes 

double and triple them. 

ort . 

Again we ,as a group ask may we have your supp-

Thank You, 
Freeda Nelson Reo,Sec . 
Southbeach, Oregon. 

205 
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Information Dept . 
U.S. Treasury 
Washington, D. C. 

Dear Sirs, 

31& W. 76th St. 
New York City 
October 16, 1942 

In the 5% Victory Tax Bill 'lllieh has just been passed, is 
there any provision made for pacifists who do not wish to 
support war in any way? that is, anything comparable to 
the acceptance of regular Treasury bonds in lieu of war 
bonds (see ~. Morgenthau•s letter to Paul Comly French, 
National ~ervice Board for Religious Objectors, Wash. D.C. -
June 2). 
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There are a good many of us who do not wish to retire from 
industry altogether, but who cannot contribute even 5% toward 
destruction . If provision were made for the deduction to 
be given to the American Friends Service Comml t tee for 
relief work, or to governmental health or conservat ion 
agencies, we would be glad to allow the deduction and to. 
cake voluntary contributions as well . Will you please g1ve 
this matter your serious consideration'/ 

Sincerely, 

Signed/ El eanor Garst 

(Mrs . Merritt Eugene Garst, Jr.) 

•• • 
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Office of JOINT COUNCIL No. 4 
and LOCAL No. ___ _ 

UNITED SHOE WORKERS OF AMERICA 
of the c.r.o. 

4512 Manchester Avenue 
Phone, FRanklin 2760 - . . 

St. Louis, ILo. 
October 16th, 1942 

lolr . Henry ILorgentheu 
Secretary of the Treasury 
Washington, D. C. 

~ Dear Mr. Morgenthau: 
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At the meeting of Joint Council f 4, United Shoe Workers 
of America of C. I. 0 . , representing the St. Louis C. I. 0. 
shoe '"orkers we had up for discuss ion the 5% tax on spendings 
or Victory Tax , as i t is called, and our meeting went on record 
of being in accord with all out to win the war, but we are 
unanimously opposed to any tax that cuts into the necessities 
of life and we urge you to withdraw &1\Y such t ax. 

Thanking you and with best wishes , I &m 

Sincerely, 

Signed/ Harry Pallmeier 

Harry Pallmeier 
Financial Secretary and Treasurer 
Joint Council i 4 
U. S. W. of A. of C. I. o. 
4512 Manchester Ave. 
St. Louis, V.o. 

HP: jw 

, .. 
• 

( 
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THOMAS SMITH CO. 

2(18 Grove Street 
WORCESTER, MASS. 

October 12, 1942 

The Honorable Henry Morgenthau, Jr. 
Secretary of the Treasury 
Treasury Department 
Washington, D. C. 

Dear Sir: 

208 

I notice that the Victory Tax seems to be sure of 
being passed by Congress. I do not know just how you 
are planning to collec t this, but I wonder if it could 
be incl uded with the Social Security to save accounting 
in so many of the small firms. Perhaps you have some 
such pl an as this in mind, and it seems to me with 
the shortage of help, anything to simplify accounting 
and the payment of taxes would be a wonderful help. 

* * * * 

WMM:P 

Youra truly, 

.Signed/ William 11. llill 

• 

( 

.. . -
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UNITED AlJTOl!OBILE AffiCP..lF'l' AGRICULTURAL IKPLEMENT 1\URKERS 
of AMERICA (UAW-C IO) 

Women's Auxiliary No. 233 
of Ford Local No. 600 

10414 Ferndale Avenue 
Dearborn - M.i chigan 

October 12, 1942 

Mr. Leon Henderson 
Office of Price Administration 
washington, D. C. 

Dear Sir: 

We, the members of Women' s Auxiliary 233-U.A.W. ­
C. I . O. , heartily disapprove of the present tax bill 
as passed by the Senate . 

This bill must be completely revised and amended. 

The so-called 5% Victory Tax must be eliminated, 
as it takes away the income of the people in the lower 
income bracket, who have barely enough to sustain 
themselves . 

There must not be any sales tax. 

The presidents proposal for obtaini ng greater 
taxes must be adopted by Congress. 

Very truly yours, 

(Signed) Marie Graham 

Uar i e Graham, 
Legislative Chairman 

209 
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Dear Wr. Worgenthaw 
Wash-D.C 

Dear Secretary . 

10-11-42 

Junction City 
Kans 

I am sure glad that I am to give 5% of ~ 
earnings to this great deed. 
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But what I want to ask how are you & Wr Henderson 
going to check up on these Land Lords and know exactly 
there in come. If I do say sone are great & heavy & 
ae ask some they jus t laugh as if they are clean sail­
ing & can get out & none to pay. 

'hbat I want to ask are there going to be a form 
of some kind for them to fill out & to be checked on. 

Yours Reap 

Signed/ W. G. Reighley 

Junction City 
315-6 Wash. Kans 

• 

( 

• • • 
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Hon. Franklin D. Roosevelt 
Washington, D.C. 

Dear Sir 

Brooklyn. N.Y. 
Sept . 24 . 1942 
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I am writing to you in regards to peoples who is buying war 
bonds and paying for them weekly do we fall under the five 
per cent salary tax we have a pool in our family known as 
the war bond pool where we put so much in each week untill 
we have fifty Dollars in this pool when we reach that sum 
we take i t out and buy one more bond making it five bonds 
'lfe shall own if t his f ive percent is to be paid by bonds buyers 
we will not buy any more bonds due to the fact that ~ salary 
is only Twenty (26 .Doll ars) a week 

If we must pay the salary tax on top of this we will stop 
buying any more war bonds and after three months we shall 
tu rn them back to the bank and get our money back for them 

I dont think you are useing the the bonds buyers right when 
you do this to them as we are beening tax to heavy on this 
affair if you want the public to do right with you you must 
use them right other wise you will lose out with them between 
you and the Mayor it seem you are l41ing a very burden on them 

Will you please let me know wherer this tax is to be paid by 
bonds holders or not I means the five percent wagers tax 
hoping i may ha~e the pleasure in hear ing from you 1 am 

Thm k You 

Yours Very Respectfullu 

Signed/ John W. Pimblitt 

114 Normlll Avenue 
Brooklyn. N.Y. 

( 

• • • 
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Secretary of the Treasury 

Washington, D. C. 

Dear Sir: 

212 

September 11, 1942 

I am writing you to find out just how I stand 
with the Victory Tax. Now thi s is ~ income; 
$25.00 a week from ~ husband, rent out two rooms 
for $25. 00 a month. Rent $43.00 a month, War Stamps 
$2. 50 a week for the l ast 9 months have 2 Bonds for 
$25.00 each. Living $10.00 a week, clothing about 
$10.00 a month, Insurance $12. 63 a month, Church a 
month, about $3. 00. I am keeping my word to ~ 
Government even i f we go without enough to eat. 
Living is so high. Please excuse writing. I did 
not have much schooling. Uy husband and I are over 
50 years old, both born in U. S. A. 

Thanking you for a reply, 

Mrs. Irene Fleischmann, 
918 Brook Avenue, 
Bronx, New York City 

• . -
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Decatur, Illinois 
August 27, 1942 

Secretary of the Treasury 

Washington, D. C. 

Dear Si r: 

Please tell me if the wi thholding tsx of 
5 percent approved by either the house or senate 
committee applies to all wage earners, regardless 
of what they make, or do the¥ (wage earners) have 
to make a certain amount before tne 5 percent 
withholding tax can be applied? 

I am married and make only $18.80 per week, 
and it takes ten dollars of the above amount to 
pay our weekly rent and buy a few groceries, five 
doll ars for each thing, and that l eaves very little 
to meet other expenses such as doctor bi l ls, and 
inc identals. 

I would like to remind you that it i s this 
group of wage earners that buy t he most in war 
savings stamps and if you tax them too, they will 
be unable to buy very many war savings stamps. 

Yours Sincerely, 

(Signed) Wayne E. Miles 
wayne E. !tiles 
247 N. Illinois Street 
Decatu.r, Illinois 

.. 
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INTER O FFICE COMMU NICATION 

D4TK December 29, 1942 
TO Secretary Morgenthau 

••oM Mrs. Forbush 

The first group of letters sent up by Internal 
Revenue numbered 173. 

Of these, 90% or more dealt with the details of 
collecting the Victory tax . 

Requests for blanks and folders and general questions 
number ed 78 . 

Definite questions as to the first pay period to be 
covered, types of compensation, etc ., numbered 74. 

There were 5 applications for extension of time, 
and a number of scattered inquiries, both from business 
fi rms and from individuals. 

Ther e were 14 specific suggestions for simplification , 
revision, or methods of collection. 

The 9 letters attached are the only ones that seem 
to meet your request for quotable ones. 

The final report f rom Internal Revenue is that 
another group of about the same quantity will be over 
late to-night or the first think in the morning. i 
report on these will follow. 

( 

• • • 
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JOHN J.!. L!UR?HY 
Certified Public Accountant 

2 Rector Street 

New York 
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November 27, 1942. 
Commissioner of Internal Revenue, 

Waohington, D. c·. 
Dear Sir : 

Under the prov1s1ons of your Circular v. T., 
employe rs must give each of their regular employees, no 
later than January 31, a receipt for Victory Tax 1fi th •'" • 
held during ~he_preceding calendar year. In the case of 
employees qu1tt1ng during the year, these receiots aust 
l:e rendered at the time employment is terminated. 

The letter provision presents serious difficulties 
to those who engage employees temporarily. The vast bulk 
of employees in the construction and allied indus tries are 
so employed. Frequently such employees terminate thei r 
employment without notice on payday, the latter being the 
end of the pay period. Frequently such employees are 
engaged a number of times during the year by the same 
employer. F,requently questions ar ise as to overtime payment, 
say overtime put in on Friday after 5 p.m., Friday being 
the las t day of the payroll period, the employee to he paid 
the following payday. In the latter case, if the employee 
terminates the employment without notice, he will not he 
paid for the Friday overtime until a week later, with the 
consequent bother over the question of a receipt as of the 
date of termination of employment. 

YAny other questions ~ill arise In the building and 
other industries, particularly where only a few are employed 
and the office work is handled by one employee who may not 
be available when an individual's employment is terminated. 

Yours very truly, 

(Signed) · John M. Murphy 

Regraded Unclassified
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THE AllERICAN ROLLING IIILL CO. 
General Officea 

Middletown, Ohio 

Co~~issioner of Internal Revenue 
U. S. Treasury Department 
Washington, D. c. 
Subject : Victory Tax 

Dear Sir: 

November 25, 1 ~42 

• 
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Y~ur Ci:~ular YT r~garding Victory Tax states that the 
w1thhold1ng deduct1on applicable to regularized wa~e or 
salary payments and the 1•ithholding deduction appllcabl e to 
bonuses and othe r irregular payments will be determined 
separately. 

In the example cited in your circular an individual received 
weekly payments for a period of 26 weeks , the wi thhol ding 
deduction for such p~ents totalling $312 for the period. 
The individual subsequently was paid a lump sum bonus for the 
same 26 week period and was allowed a wi thholding deduction 
of $312 wi th respect to this payment . As this exhausted the 
maximum amount of the withholding deduct ion allowable for the 
entire year it was stated that no withholding deduction could 
be applied to further payments in the same year. 

• • • 

\Ye respectfully submit that (1) In a large nWIIher of instances 
this will make consistent use of the wage bracket method of 
wi thholding tax impossible since different employees will ex­
haust their allowable wi thholding deduct ions at varying time 
during the year. This would be extremely confusing. (2) The 
proposed method of separately calcul ating withholding deductions 
applicable to regularized payments and special payments, 
places upon the employer an unnece ssary burden of meintainin~ 
a record of applied wi thholding deductions. *** The withhold1ng 
of t he Victory Tax represents a tremendous task for l arge em­
ployers . The more simpl e the method of •~ri thholding can be made 
the l ess confusion and error will occur . 

E.L.Brooka 
emw 

(Signed) 

Very truly yours, 

E. L. Brooks 
Assistant Secretary 
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THE FIRESTO!lE 
'!!IRE & RUBBER COMPANY 

Akron, Ohio 
November 23, 1942 
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Commission of Internal Revenue 
Washington, D. c. 
Gentlemen : 

As you know, we are a large defense corporation and to 
change our payroll records and add additional repor t ing forms to 
the Federal Government means much wo rk . Introducing new methods 
will take a considerable amount of time . In view of the l abor 
shortage in Akron at this time, this creates a very serious 
problem for us . The following are some of the que stions that 
concern us most urgently at the moment: 

l. 

2. 

In our quarte rly re turn, will we need to report 
taxes and 'lfages per individual empl oyee or '11111 

the yearl y or separa tion statement to the employee 
be sufficient? 

If we are required to report the individual's t ax 
will this be controlled oy name or social security 
nuuber? 

If it is controlled and reported by name it will double the amount 
of work that would be necessary in reporting the social security 
con troll . 

•• -

At present, our Vayroll departments are taxed to. capaci ty. 
Any addi tional activi ty w1ll require us to add another sb1ft. As 
we have no additional experienced help, this will place us in a 
serious position. 

(Signed) 

WHIY: ll JF 

Yours very trul y, 

W. H. Wright 
Tax Division 

Regraded Unclassified
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Turner, Oregon 

Nov. 22, 1942 

!l.r. Mo t t 

Dear Si r 

Will you please give me some information on this 

5~ victory tax. We are farming, and beans for the Stayton 

Coop. cannery is our mai n crop. 75~ of our crop goes for 

l abor. Also if the cannery has to pay this tax it falls 

r ight uack to us farmers to pay it as the farmers own the 

cannery. This would be paying the tax twice, with so much 

of the crop going out for labor. The acreage for the com­

ing year i s going to be cut way down if this i s the way this 

tax bill is. 

We a.re trying to grow all the foods we can to win this 

war, and I think you can plainly see our position and if you 

• wi ll give us the true information on this. 

• 

H. A. ROAN (signed) 

R. 1 

Turner, Oregon 

• 

( 

.. 
• 
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CHURCH MANAGEMENT 

1900 Euclid Avenue 

Cleveland, Ohio 
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November 21, 1942. 

Commissioner of Internal Re venue, 
Treasury Department, 
Washington, D. C. 

Dear Sir: 

Do you wi sh to pass on to our readers who are 
clergymen instructions regarding the collection of 
the victory tax from their incomes? 

Clergymen receive salaries from churches . The 
treasurers, however, are many times very amateurish 
in thei r handling of money and it may be difficul t 
to l'li thhold this tax at t he source and secure proper 
accounting. In addition clergymen receive fees for 
weddings and funerals , gifts in apprecia t ion of 
var ious services. Such receipts do not pass through 
the church treasury. 

We will give considerabl e space to the clergyman 's 
income pay in our January issue and advice as to whether 
this tax shall be collected and withheld by the cr.urch 
employer or be reported as i n the case of a professional 
man will be helpful. 

Very sincerely yours , 

(Signed) Wi lliam H. Leach 

• 

( 

••• 
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Dear President: 

Des lloines Iowa 
November 18th 

Would like to know if I can be exempt from 
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this five per cent victory tax until 1 can get ~ 

mother funeral expense paid have another bill I am 

making payments on, with the expense of my home taxes, 

coal and payments on ~home I won't be in a position 

to meet al l t he payments as I only make one hundred 

dollars a month, and have ins, sec. and so much for 

Bond taken out of my salary. Would like to have a 

written statement to present to my employer. 

Yours very truly 

(J )Wrs. Vera Baldwin 

3002 So. W. 12th 

Des lloinee , 

Iowa 

•• • 
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Toledo Ho t Dog 
449 St. Clair St. 
Toledo, Ohio 

November 17, 1942 

Commissioner of Internal Revenue 
Washington 

Dear Sir: 

John Callos and John Vasello, owners of tll,l! Toledo 
Fot Dog {partnership) which operates the t oledo Hot 
Dog at 44~ St. Clair Street, Toledo, Ohio and the 
Uarket Restaurant at 201 South Erie Street, Toledo, 
Ohio, make the following request: 
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It is requested that the receipts required by Section 
469 of the Revenue Act of 1942 may be given to em?loyees 
whose employment is terminated, within two weeks after 
the date of such termination as permitted by Section 
469 (c) . 

The wr i ter is bookkeeper for this organization, doing 
this work one night a week. Under the circumstances, 
he could not prepare such receipts at the time of 
separation. 

Yours respec tfully, 

'l'OLEOO HOT DOG 

(Signed) Harold Koch 

Harold Koch, 
Bookkeeper . 

( 

••• 
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!!.r. Francis J . Biddle, 
U. S. Attorney General , 
Washington, D. C. 

Dear Sir : 

November 5, 1942 

My husband 's earned income ie as follows: -

llonthly salary ----------------------- ------- $325.00 
Social Security tax(collected a t source) $3. 25 
Philadelphia city tax " " " 4.88 8. 13 
Actual income rece ived ------------------~ $316.87 

I understand the 5% Victory tax will be computed on the 
gross salary, namely $325.00. It is possibly falr that the 
Social Security tax should be included in the computation of 
the 5% Victory t.ax, as part of this fund may be recoverable 
(assuming the U. S. government is paying old age pensions in 
1955) but it does not appear to be fair to include the 
Philadelphia ci ty tax in comput i ng the 5% Victory tax, as 
this is a direct tax, no part of which is recoverable . 

It is my understanding that it is uncons t itutional to 
levy a direct tax on a direct tax. May I have your advice? 

Mrs. Rosa Ely- Gorsuch, 
The Embassy, 
2100 Walnut Street, 
Philadelphia, Penna. 

Very truly yours, 

(Signed) Phyllis Gorsuch 

(In reply i t was stated that no deduction could 
be made for Philadelphia city tax. ) 

-

, . 
• 
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PINEVIEW FARM 

Senator William Bankhead, 

Washing ton, D. C. 

Dear Sir: 

Auburn, Alabama 

October 21, 1942 

Accordi ng to my information the Victory tax i s a gross 
i ncome tax - a tax that I thought Congress would never oass . 
It works all right for salaried people and wage earners: 
Was any thought given to farmers, dai rymen, retailers and 
small business men who ooerate their own busi ness and who 
may take in quite a large sum but whose net profit is very 
small? 

I own a herd of purebred Jerseys and operate a small 
dairy. From the sale of milk, and cattle and a l ittle 
other income I take in from $20,000 to 25,000 a year . We 
call this gross . ~ expenses are so high that some years 
I register a loss and some years make a profit of $1, 000 
to $1,&00. With exemptions I have never made enough to pay 
an income tax. A tax of 5% on $20,000 will put me o ut of 
business as it will every other dairy in the country. 
I want to know how this tax will affect me so that if 
necessary I can start selling my cattle immediately. 

Very truly yours, 

(SIGNED) W. A. Gardner 

( 
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NATIONAL GAu.ERY OF ART 

&MI~IAN IHSTITVTIOH 

WASHINGTON, D. C. 

December 21, 1942 

Dear Mr. Secretary: 

I am enclosing tor your inrormation a printed 

copy or the Truet Indenture creating the Endowment 

Fund or the National Gallery or Art, which waa exe-

outed on behalf or the reapeotiYt parties on December 1, 

1942. 

Honorable Henry Morgenthau, Jr. 
Secretary or the Tr.taeury 
Waehington, D. c. 

r 

Enclosure 

Very truly yours, 

Seor.tt&r7 

( 
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Trust Indenture 

creating 

the 

Endowment Fund 

National Gallery of Art 

Washington, D. C. 

December I , l~l 
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TRUST INDENTURE 
OA 1'EO DEOEM:BER Jl 1~2 

BBTWE.mN 

PAUL Mb:L.LON, DONALD D. SHEPARD 
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TltUBT INDDTUlUl 

D•T&D the let day of December, 1942, and intended 
to bo otTooUvo upon that dote, al though exoouted b:y 
the parlioa hereto on various dates, b:y, botwoon and 
among 

P•UL liu.Lol<, DOt<ALD D. Slll!P.um and D.vm K. E. 
Bauoa, as surviving Trustees of THB A.. W. MIILLOl< 
EDUCA1'101UL .urn ca •• .,. ...... TauST, eatabliahod under 
and b:y virtue of a Deed of Trust of Andrew W. Mellon, 
of Pittaburgb, Penna:ylvania, to said Trnateeo, deled 
December 30, 1930, partiea of the tinlt part, and herein­
after sometimes referred to as the "Donor"; 

SMmi801<1U lt<ttrruno><, an establiahment created 
by an Act of Congress of the United States of Amer­
iea, npproved August 10, 1846, party of the second 
port, and hereinafter referred to as tho "Institution"; 
and 

Tn& TnvaTP..BS OJ' Tn& NATIONAL 0ALLI!1lY or AJ\T, 

oonstitutod under and b:y virtue of a Joint Rosolotion 
of tho Congress of tho United States, entitled "Joint 
Resolution providing for the Construction and Main­
tenance of a National Gallery of Art," approved 
Mareh 24, 1937, parties of the third part, and herein· 
alter aomet.imea referred to as the "Trustees" and 
"Board.'' 

WIIIt~UB, by aaid Joint Resolution of the Congreao, 
there was eatebliahed a bureau in the Smithsonian Jn. 
stitution to be directed by a Board to be known as the 
Trn•teea ot the National Gallery of Art, and provi-
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sion was made for tho administration by the Trustees 
of the building to be constructed by the Donor for the 

National Gallery of Art, the site and contents thereof 
and all matters and affairs that pertain to the ~~~ 
thereof, for the public benefit; and 

Wuxal!lAil, by Trust Indenture dated June 24 1937 
between the above described parties, the Trustees of 

The A. W. Mellon Educational and Charitable Trust, 

parties of the first part, gave to the Smithsonian Insti. 
tution, party of tho second part, and the Trustees of 

the National Gallery of Art> parties of the third part, 

the collection of works of art listed in tho schedule at­

tached to said Trust Indenture, in trust, however, for 
the uses and purposes therein related, and provided 

for the eonstruction of a monumental building for the 

National Gallery of Art to house and exhibit asid ooJ. 
Jection and other works of art contributed to the Na. 
tiona] Collection; and 

WBl!BEAll, said building for the National Gallery of 

Art has been completed and has been dedicated to the 
purposes and uses for which it woe given by the Donor, 
and the Donor and others have cont~ibuted other works 

of art to the Gallery for exhibition therein, and the 
same is being maintained and administered by the 
Trustees; and 

WHEREAS, the Jato Andrew W. Mellon, through 

whose generosity such gifts were provided, planned to 
create an endowment fund for the benefit of the Na· 
tional Gallery of Art, the income from which would 

be used to pay the salaries of certnin of its executive 

officers, as contemplated by the said Joint Resolution 
of the Congress, and for other stated purposes of the 

lij~S~~ · JlA~YJ3~03S 
, J d C 

Gallery, but died before the consummation of the pro­
posed gift; and 

W~, since the establiahment of the National 
Gallery of Art, the Donor, from time to time, baa pro­

vided funds for the payment of the r;alarics of snob 
officers of the National Gallery of Art, and bas eon­
tributed sums of money for the payment of certain ex­
traordinary bnt neceuary expenses of the Gallery, 
as well as for the costs of certain improvements to the 
Gallery building; and 

Wmnuus, the Donor now desires to carry out the 

wishes of its founder to establish such an endowment 
for the National Gallery of Art, and in this connection 

deems it expedient to creata a trust, defining the 
uses and purposes of snch a fund, and providing for 

the proper administration and distribution thereof; 

and 

WueREAS, under the terms of tho said Joint Resolu­
tion of Congress, legal title to tho National Gallery of 
Art and to all property of whatsoever character given 

thereto, or acquired therefor, is vested in the Institn· 
tion, but the maintenance and administration of tho 

Gallery and the site thereof, and the custody, control 
and administration or the contents thereof, and of all 

moneys, securities and other property of whatsoever 
character, given, bequeathed or devised for the benefit 

of the National Gallery of Art, is vested wholly and 

exclusively in the Trustees. 

Now, TrulREPORB, Tms ! NDBKTURII WrrKl!88&'1'B: 

(1) The Gift. The Donor hereby gives to the In­

stitution and the Trustees, and they hereby accept 

I 
I 
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from the Donor, the anm of Five !Lillion Dollar, 
($5 000,000.00) (hereinafter sometimes referred to 88 
the

1
"Trust Fund"), the receipt whereof is hereby ~Go 

Jmowledged, in trust, however , for the usee and pur. 
poses, and subject to the t erms and conditione herein. 
after stated. 

The Donor, the I nstitution and the Trustees cove­
nant, agree and declare that said Trust Fund, and any 
and all other funds and properties which, at any time 
hereafter, may be given or come into the possession, 
or under the control of the T rustees for the use and 
purposes of the endowment fund hereby established, 
shall be and become a part of the "Trust Fund" here­
under, and as such shall be held by the Trustees, and 
shall be administered and distributed in accordance 
with the subsequent provisions hereof. 

(2) Name of the Trus~. The Trust Fund hereby 
created shall be known and designated as the "Endow­
ment Fund, National Gallery of Art." 

(8) The Trust Fund. The term "Trust Fund," as 
used herein, shall be deemed to moan the Trust Fund 
hereinabove mentioned, and such sums of money, se­
curities and other proper ty of whatsoever character 
as may hereafter be given, transferred or conveyed to 
tho Trustees hereunder by the Donor, and any and all 
other funds or properties, which, at any time here­
after, may be given, transferred, conveyed, bequeathed 
or devised by any other persons or parties whollliO­
evcr, unto the T rustees hereunder for the use of the 
Endowment Fund, National Gallery of A.rt, together 
with tho income therefrom and the accumulations 
thereupon. The Trust Fund applicable for the pur· 
poses hereof shall be deemed to consist of all funds, 

.l.llf·S\' ~ • .! JAM\' J;~:IJS 
~J :c 

securities and propertiea of whataoever ebaraeter, 
which, at the time being, are in the possession or under 
the control of the T rustees hereunder, or deposited 
with the Treasury as a permanent loan by the Board 
to tbe United States, pursuant to any Act of Congress, 
for tbe use of tho Endowment Fund and the benefit of 
the National Gallery of Ar t, whether the same shall 
be r epresented by principal, income or accumulations. 

( 4) General Purposes of the Trust . Thia Trust 
is created and shall be administered and operated ex­
clusively for the benefit of, and the Trust Fund shall 
be distributed by tbe Trustees exclnsively for the uses 
and purposes of the National Gallery of Art, created 
under the provisions of the said Joint Resolution of 
the Congress, such distribution of the Trust Fund to 
be made from lime to time and in such amounts and in 
such manner, as the Trustees in their discretion shall 
deem to be prudent, subject, however, to the terms and 
conditions of this Trust Indenture, and the subsequent 
provisions thereof relating to distribution of the Trust 
Fund. 

(5) Terma and Oondltlons of Trust. The uses, P?r· 
poses, terms and conditions of the Trust, under wb1o~ 
the Trust Fund is given to and accepted by the Instl· 
tution and the Trustees, are as follows: 

(a) Tbe National Gallery of Art shall for all time 
be used exclusively for tho housing and e:thibition of 
works of art and tho administration of the aft'ai.rs of 
the Trustees· and the entire public shall forever have 
access theret~. subject only to reasonable regulations 
from limo to time established by the Trustees. 

( 
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(b) The Trustees shall always be not lese than nina 

persons, of whom a minority, to be known 88 ex-officio 

Trustees, shall be officers of the United States or or the 

Institution, ox-officio, and of whom a majority, to be 

known as general trust~es, shall be citizens of the 

United States, none of whom at the time of his or her 

election to tho office of genernl trustees shall be an offi. 

cer or employee of tho United States of America. Any 

vacancy in tho office of general trustee by reason of the 

expiration of the term, death or resignation of tho in­

cumbent, or otherwise howsoever, shall be filled by the 

election of a competent person by a majority of the re­

maining general trustees. 

(c) The Notional Gallery of Art and the contents 

and operations thereof shall at all times remain in the 

exclusive jurisdiction and control of the Trustees in ac­

cordance with such By-Laws, rules and regulations, as 

they from time to time shall prescribe. 

(d) 'fhe custody, control and management of the 

Trust Fund, in accordance with the p rovisions of the 

said Joint Resolution of the Congress, and all the de­

tails pertaining thereto, shal~ at all times, be vested 

solely and exclusively in tho Trustees. 

(e) It is understood by tho parties that the faith of 

the United Stales is pledged that the United States 

will, in accordance with tho said Joint Resolution of the 

Congre88., at all times provide such funds 88 may be 

nece88ary for the upkeep of the National Gallery of Art 

and tho administrative expenses and costs of operation 

thereof, including tho protection and care of works of 

art acquired by the Board, so that the National Gallery 

of Art shall be at all times properly maintained and the 

J.llf·S~ I· 1 L\!il' J ;!I:IJS 
>J dC 
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works of art contained therein shall be exhibited regu­

larly to the general public Cree of charge. Therefore 

except as herein provided, it is the intention of th~ 
Donor, that neither the proceeds of the Trust Fund nor 

the income therefrom, shall be expended by the Trus­

tees, for those purposes for which the faith of the 

United Stntes has been pledged that public funds will 

be provided by the Congress. 

(f) In no event, and under no circumstances, shall 

any part of the Trust Fund be distributed or inure to 

the benefit of any of the Trustees, or their sueeesaors in 

trust; provided, however, that upon resolution of the 

Board of Trustees of the Gallery, any Trustee may be 

reimbursed for any expenses, disbursements or liabili­

ties made or incurred by snob person for or on account 

ot the Trust Fund, or in connection with the adminis­

tration of the Trust Fund by the Trustees; provided, 

further, that if pursuant to the By-Laws of tho Board 

of Trustees of the National Gallery of Art, a Trustee 

shall be elected to an executive office of the Gallery, 

and the duties and responsibilities of such office require 

such Trustee to perform speeillc, continuous, regular 

and activo service to the Gallery in connection with the 

administration thereof, then upon resolution of the 

Board of Trustees of tho Gallery, such Trustee may be 

compensated tor such services as tho Trustees shall 

deem reasonable and direct, but no Trustee shall re­

ceive any compensation for his services as a Trustee 

hereunder, or as a member of tho Board of Trustees of 

the Gallery, or of any standing or special committee 

thereof; nod further provided, that nothing in this 

Paragraph (f), or elsewhere in this Indenture of Trust 

contained, shall be construed to prevent a distribution 

from the Trust Fund, otherwise properly made in ac. 

• • • 

Regraded Unclassified



oorduce with the proviaiooa aDd purpoeea hereof, by 
rBUon of the faet that one or more of the Trueteu 
hereunder lllliY be connected or aaaociated with the di&­
tributee as shareholder, member, truatee, direetor, olfi. 
cor or in any other capacity. 

(g) The Board shall, pursuant to the provisions of 
tho said Joint Resolution of the Congress, and the By. 
Laws of tho Board of Trustees of the N a tiona! Gallery 
of Art, appoint or elect and prescribe the duties of a 
President, a Vice President, a Secretary, a Treasu.rer, a 
Director, an Administrator, an Assistant. Director, and 
a Chief Curator, and such other executive officers as 
the Board, from time to time, shall deem ~ece~~sary or 
advisable to the proper conduct of the Nahoual Gallery 
of Art and the administration of its affairs. Eacb e~­
ecutiv~ officer shall be well qualified by experience and 
training to perform the duties of his office. Neither the 
appointment nor the salary of any of the executive of. 
fleers desi!,'Ilated herein shall be subject to t~e C~vil 
Service laws of the United States or the Class•fieabon 
Act of 1923, as amended. Each such executive officer 
shall be entitled to such compensation, if any, as shall 
be prescribed by the Board, and such compensation 
shall be paid out of private funds available to the Board 
for the purpose. 

(6) Diatribution of Trust Pund. (a) It is the nn· 
derstanding of the parties, which the Donor bas ex· 
pressed as a condition to the creation of the Trust 
F und that the faith of the United States is pledged 
that U.e United States will, in accordance with the said 
Joint Resclution, at all times provide the necessarr 
funds for the upkeep of tho National Gallery of ~ 
and the administrative expenses and coats of operation 

.l. l!r.S~ l ' .! Hl!Y B~!rJS 
, J ~c 
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thereof, with the exception of the compensation of cer­
tain executive officers of the Gallery hereinbefore men· 
tioned. Therefore, in the establishment of this endow­
ment, tho Donor intends to make available to the Trua· 
tees a Trust Fund, the income from which, after pay­
ment of tho necessary expenses of administration of 
the Trust, shall bo used primarily for the payment of 
the compensation of tho executive officers of the Na­
tional Gallery of Art, as provided in said Joint ReBO· 
lution and said By-Laws, and that any surplus of such 
income mny be used and applied by the Trustees in 
their discretion for extraordinary administrative ex­
penses and costa of upkeep and operation, and for the 
exhibition of works of art and other such pur· 
poses of the Gallery, including the purchase of other 
suitable works of art for the Galleey, so that the Gal· 
lery shaH be maintained at a high standard, appropri· 
ale to its purpose of being the art gallery of the Nation 
and the people of the United States, but only to tho e~­
tent that public funds therefor have not been or may 
not be made available to the Trustees. It is the further 
intention of tho Donor that any sucb surplus of in~omo 
may be used ond applied in cases wbe~e an e~pondtturo 
for such purposes is necessary an~ m the mler~st. of 
the Gallery but time wi11 not perm1t the appropr~nbon 
of pnbtic f1;nds for such purpose~ or in in.stance~ whe~e 
the expenditure Is not customarily proV1~~ by pubho 
funds, or other circumstances and cond1ti~~ do not 
permit of the use of public funds. The proVIsions bore­
in made for such expenditures from the Trust Fund are 
not inteDded to encourage erlravagancc, and aueh sur­
plus income shall be used and applied by the ~alees 
in an efficient and effective manner, and solely m the 
interest of the Gallery. Therefore, the Trustees shall 

( 
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not dist.ribute such surplus of income for such purposes 

where public funds have been made available or could 

be made readily available. Mere inconvenience or neg. 

ligence to secure an appropriation of public funds for 

particular purposes of the Gallery for which the faith 

of the United States has been pledged that the United 

States shall provide will not warrant the use of the 

Trust Fund for such purposes. 

(b) It is the intention of the Donor, and an expressed 

condition of the Trust hereby created, that the Trust 

Fund abnll constitute and form a permanent Endow. 

ment Fund for the National Gallery of Art, and only 

the income therefrom shall be used and applied by the 

Trustees hereunder for the benefit of the National Gal. 

lery of Art and, therefore, except 1\8 hereinafter pro­

vided, resort shall not be made to the corpus or prio. 

cipal of the Trust Fund so as to enable the Trustees to 

execute the purposes of this Trost Indenture. 

(c) The Trustees shall bold, administer and distrib­

ute the Trust Fund as " Private Funds" for the bene­

fit of the National Gallery of Art, and the proeeeds 

thereof and the income therefrom, to the extent to 

which they are available for current expendi­

tures, shall be used and applied only for the purposes 

designated herein, and for which they are intended, 

and the distribution thereof shall ho limited strictly to 

such purposes, and shall be made only pursuant to the 

provisions of this Trust Indenture and in accordance 

with tho provisions of tho By-Laws of the Board of 

Trustees of the National Gallery of A.rt. Tho term 

"Private Funds", as used herein, shall have the IISlllB 

meaning as given in the By-Laws of the Trustees . 

.l.llr.S';' ~ • .! J .\!II' J; ~:HS 
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(7) Dla\rlbution of Current lnOOIIIe of TruR l'1uul. 

As regards the distribution of the current income 

of the Trust Fund, which shall be available for 

current expenditures, the Trustees shall distribute the 

same for the purposes of tho Trust in accordance with 

the provisions of this Trust Indenture, and as follows: 

(a) The current income of the Trust Fund shall first 

be applied to tho payment of all administrative and op­

erating expenses of the Trust Fund, of whatsoever 

character, including, but not by way of limitation, the 

compensation for the services of attorneys, account­

ants, financial or special advisors, and for clerical and 

similar services. 

(b) The surplus ofsuch current income of the Trust 

Fund, which shall be available for current expendi­

tures, shall be distributed in the payment of the com­

pensation of the Secretary, the Treasurer, the Diree­

tor, the Administrator, the Assistant Director, and the 

Chief Curator of the National Gallery of Art, and for 

tbe payment of the compensation of such other execu­

tive officers as the Board shall appoint, and at such 

compensation, if any, as such executive officers shall be 

entitled and the Board may prescribe. The persons 

presently holding the offices specifically designated in 

this Paragraph (b), and who are now being compen­

sated by the Donor on behalf of the National Gallery 

of Art for their services ae such executive officers, shall 

hold their offices during good behavior and sball be paid 

for their services no less than the same compensation 

which is now being paid to them as aforesaid, which 

compensation shall not be diminished during their in­

cumbency in office without the approval of the Donor, 

.. 
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and no adjustment in the compensation of auch oflieel'1 
shall be made by reason of the delegation by the Board 
to such officers of other authorities or duties, or by rea. 
son of any change in the designation of title of such of. 
ficers. 

{c) After providing for the payment of compensa­
tion of such executive officers of tho National Gallery 
of Art, ns hereinbefore provided, any remaining sur-

~ plus of such current income which shall be nvailnble for 
current expenditures, may be used nnd applied, from 
time to time, in the discretion of the Trustees, and the 
same shall be distributed by the Trustees, but pursuant 
to and in accordance with the terms and conditions of 
this Trust Indenture and tho provisions of tho By-Laws 
of the Board of Trustees of the National Gallery of Art, 
for such expenses of the upkeep of tho National Gallery 
of Art and such administrative expenses and costs of 
tho operation thereof, as well as tho exhibition of tbe 
works of art of the Gallery, including payment for the 
compensation of other officers, representatives and em­
ployees of tho National Gallery of Art, appointed by the 
Board, nnd for personal services rendered to tho Gal­
lory or tho Trustees, as they in their discretion shall 
determine to be in the interest of the Gallery, but the 
distribution of such income shall be limited strictly to 
expenditu res for the purposes of said Trust, and in a?" 
oordAnce with the intentions of the Donor, as herem 
expressed, for purposes and uses where current pub~e 
funds therefor have not been or may not be made avall­
able. 

{d) Any remaining surplus of such current income, 
which shall bo available for current expenditures, may 
bo used and applied from time to time as tho Trustees 

J.llr.s':J • .! HllrJ ,;~:l]S 
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may determine in the purchase for the Gallery of other 
suitable works of art of a similar high standard of 
quality to tho collections heretofore given to the Gal­
lery by the Donor. 

(e) All current income of the Trust Fund unappro­
priated and not expended for a particulsr current llsoal 
year shall be nccumulatcd and added to and become a 
part of the principal of the Trust Fund, unless tho 
Trustees, in their discretion, by resolution of the Board, 
shall direct that such unappropriated and unexpended 
funds shall be appropriated and included in the budget 
for tho succeeding llscal years. 

{f) Further, as regards the distribution of the cur­
rent income of the Tru.st Fund, the Trustees ahall cause 
to be taken into account, in the preparation of the an­
nual budget for the financial requirements of the Na­
tional Gallery of Art, the current income of the Trust 
Fund available for current expenditures, in the m~j· 
ner and to the extent provided in the By-Laws of Idle 
Board, relating to the budget, and unless and until 
otherwise specifically authorized, the distribution of 
the current income of the Trust Fund which shall be 
available for current expenditures for the purposes of 
this Trust aball be in conformity and in accord· 
anco with such budget provisions and requirements. 
Unlnaa and until otherwise specifically authorized by 
the Board, no disbursement shall be made or transac­
tions involving financial responsibility entered into for 
the account of tbe Trust Fund, otherwise than in .ac­
cordance with such budget provisions and requu .. 
mente. 

( 
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However, for the current decal year of the Gallery 
ending June 30, 1943, the Trustees shall cause each 
executive officer of the Gallery to prepare and present 
to the Treuurer an estimate of the financial require­
ments of his department for the remainder of the our­
rent fiscal year not provided for in the budget by the 
appropriation of public funds for said current llscal 
year, such estimates to be in such form and detail as 
the President may require and take into account tho 
expected current income of the Trust Fund for tho re­
mainder of the current fiscal year. After conference, 
if desired, between the executive officers and the 
Treasurer, and after consultation with the President, 
these estimates shall be considered by the Executive 
Committee and the Finance Committee, and from them 
and such other data as the Committees shall deem per­
tinent, they shall cause the Treasurer to prepare a 
budget of the needs of the several departments of the 
Gallery for the remainder of said fiscal year, and as 
1!J>proved by tho Executive Committee and Finance 
Committee, c11rrent funds of tbe Trust Fund to the ex­
tent thereof shall be appropriated and made available 
for distribution. 

(g) In the preparation of an.nu.al budget estimates, 
careful consideration shall be given to the financial re­
quirements of the department of each executive o~r, 
but, first, consideration shall be given to the adminis­
trative expenses and costs of operations of the Trust 
Fund, and, secondly, to the payment of the compen~a­
tiou of the oxecutive officers herein provided to be pa1d. 
Particular consideration shall be given by the Trus­
tees in providing for the payment of the compensation 
of attorneys, accountants, financial and special advisors 

~llfoS '!I ' .!JA!I~'HI:l:!JS 
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and other agents or employees of the Trustees costs 
of dedications and other such exercises, aa well ~8 fees 
or expenses for custodial services. Alao, in the prepa­
ration of such budget, careful consideration shall be 
given to the financial requirements of the several 
executive departments which may not be provided for 
by publia fn.nds, such as extraordinary protective mea­
sures for the Gallery, including compensation for 
special guards, extraordinary telephone and telegraph 
service, extraordinary expenses of transportation and 
travel, pensions or provisions for retirement of execu­
tive officers, insurance, special cleaning of the exterior 
and interior of the Gallery building and aite thereof, 
land8C8ping, extraordinary and urgently needed repairs 
to the Gallery building, welfare work among Gallery 
employees, purchase of books, periodicals, magazines, 
photographs and slides, subscription to memberships, 
special publications for the educational work of the 
Gallery, lectures, concerts, music, dowers and plants, 
special exhibitions, provision for special guests of the 
Gallery, extraordinary services and materials to be 
used in connection with repair and restoration of works 
or art and the Gallery bllilding, and other sucb items 
of oxtraordinary but necessary Gallery expense for 
which purpose public funds may not be made available. 

(b) Insofar as tho budget is approved, the Trea­
surer , from time to time, may advance or pay the 
amount, so authorized without further authority of 
the Trustees, a.fter request of an executive o~cer for 
an appropriation under soch budget, accordmg to a 
fixed schedule or otherwise. However, the Treasurer 
shall make no appropriation, division or advance, nor 
shall any other officer incur any expense in addition to 

• • • 
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the amount specified in the budget, without the prior ap. 
proval of the Truateee or the Finance Committee. The 
Trustees may direct that an executive officer of the Gal. 
lery, upon hie own responJibility, may authorile the 
expenditures provided for in the budget for hia d~ 
partmont, but no transaotion shall be entered into by or 
for tho account of the Truateea which will involve the 

Board or the Gallery, in any finanoial obligation except 
pursuant to and in accordance with the By-Laws of the 
Board and procedure adopted for tho handling of such 
matters. The Trustees may provide in the budget for 
a contingent or emorgoncy fund or funds for the sev. 
era! departments of the Gallery, for tho purpose of pro­
viding for minor unforeseen expenses thereof, and in 
this connection may authorize the Executive Officer in 
charge thereof, in his discretion, to incur or make ex. 
penditures from such fund or funds, without the ap­
proval of the Treasurer, not to exceed One Hundred 
Fifty Dollars ($150.00) in amount for any one trans­
action, but any such expenditure shall be upon the re­
sponsibility of such officer, and the Treasurer, on his 
part, shall not be required to supervise the transaction 
and certify as to the propriety thereof, provided, how. 
ever, that all such expenditures shall bo reported to the 
Treasurer, supported by proper vouchers and/ or state­
ment& of the officer incurring or making such expendi. 
tore, as to the necessity therefor a.nd the reasonable­
ness thereof, for submission to and approval of the 
Finance Committee. 

Except as herein provided, no transaction of any 
character whatsoever, which will involve tbe Trust Fund 
hereunder, or the Trustees tbereof, in any financial 
obligation, other than compensation for officers, repre-

.l.llf·S';'-~ • ~ ~ All\. n~:13S 
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eentativea and employee& of tho Tro1tees, aball be en­
tered into, onlesa at the time such transaetion ie en· 
tered into, the Treasurer, or such other officer 18 may 
be designated by the Trustees or the Finance Com· 
mittee, shall certify that adequate pro'l'ision for tho dis­
charge thereof baa boon made in tbe then existing bud­
gat, or by other funds then available or to beocme avail. 
able to the Truetees. 

(i) No disbursements shall be made of the Trost 
Fund, except pursuant to an appropriation made in an 
annual or supplemental budget approved by the True· 
tees, or pursuant to a resolution of the Board of True. 
tees, generally or specially authorizing the expendi· 
lure. No disbursement shall be made for the purchase 
of securities unless (1) the specifle securities have been 
directed by the Trustees to bo purchased, or tho pur­
cbnae thereof shall have been approved by tho Trustees 
or the Finance Committee, or (2) an unexpended ap­
propriation made by the Trustees for the purchase of 
securities exists, which is equal to or in excess of the 
disbursement, and the disbursement is made pursuant 
thereto. No other disbursement shall be made 
without prior approval of tho Trustees, except such 
disbursements as are made in payment of obligations, 
(1) incurred by the Trustees in protecting, managing 
or conserving its assets, (2) properly incurred under 
the direction of an officer of the National Gallery of 
A.rt within the scope of his powers, duties and authori· 
tics conferred by the By·Laws of tho Board which are 
covered by the budget or prior reaolution of the True. 

tees. 

(8) DimibutioDI From Prillclpal of Trun Pand. 
(a) While it is the intention of the Donor that resort 
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shall not be made to tbe corpus or principal of t.be 
Trust Fund, and only tbe income therefrom should be 
used and applied for tbe purposea of the Trust, never­
theless, it is recognized that extraordinary conditions 
may develop, or situations may arise, wbieb wonld seri­
ously affect tbe existence, the continued operation or 
tbe proper protection of tbe worka of art of the Gallery 
but which could be corrected were the Trustees per~ 
mitted to dlstribute principal or corpus of the Truat 
Fund. Therefore, if at any time in the opinion of at 
least seven (7) members of the Board of Trustees of 
tbe National Gallery of Art resort shonld be made to 
tbe principal or corpus of the Trust Fund for addi­
tional fund& to enoble tbe Board to meet such situations 
or conditions, the Trustees may pay out of the corpns 
or principal of the Trust Fund us may be available 
for distribution for such purpose such su,m or sums aa 
the Trustees are of the opinion shall be reuonably 
necessary, not to exceed, however, in any one fieeal 
year two nud one-half per centum (2¥.!~) of tbe corpus 
or principal of the Trust Fund, ns the same shall be 
reasonably valued by tbe Trustees, but such payments 
shall not ho continued, during the existence of tile 
Trust, for moro than an aggregate of five (5) years and 
at no time shall the principal or corpus of the Trust 
Fund be diminished below the sum of Five Million Dol­
lars ($5,000,000.00) as tbe same shall be reasonably 
valued by tho Trustees, and in the determination of 
such value, the securities and other properties consti­
tuting tho Trust Fund shall be appraised at their fair 
market value; and provided further, tbat no such pay­
ment shall be made during tbe existence of tbe Donor 
without tbo Donor's approval, and thereafter \\~thout 
tbe consent of the majority of the Board of R~gents or 
the Institution. 

19 

(b) If the T rustees, from time to time, find it neces­
sary to make expenditures for improvements to the 
Gallery building, or construct, remodel or enlarge 
rooms in the Gallery building, to be used in connection 
with, or in aid of tbe purposes of the Gallery, and are 
unable to obtain tbe required funds from other sources, 
then tbe Trustees, in their discretion, at any time, or 
from time to time, may pay out of such corpus or prin­
cipal of tbe Trust Fund as may be available for distri­
bution for such purposes as in the opinion of tho Trus­
tees may be reasonably necessary or deai.rable there­
for, upon such terms and conditions as may be agreed 
upon by tbe Trustees; provided, however, that the cor­
pus of the Trust Fund shall not be reduced by any such 
payment to an amount below Five Million Dollars ($5,-

000,000,00), as the same shall be reasonably valued by 
the Trustees, and in the determination of such value, 
the securities and other properties, constituting the 
Trust Fund, shall be appraised at their fair market 
value; and further provided that no such payment shall 
be made out of the corpus of the Trust Fund, without 
tho prior approval of at least seven (7) of the persons 
wbo, at tbe time being, nrc serving as members of the 
Board of Trustees of the National Gallery of Art, and 
with the consent of the Institution; and further pro­
vided, tbat during the existence of the Donor no amount 
shall be paid pursuant to the provisions of this para­
graph without the prior approval of the Donor. 

(9) Special Gifts. It may be that some other party, 
by last will and testament, deed or other writing, may 
give to the T rusteee, for tho use of tho Endowment 
Fund, moneys, securities and/ or other properties, and 
therein may designate one or more limited purposes 

( 
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(within the scope of the general pnrpoaee alated in this 
Trust Indenture) to which the whole or a portion of 
the principal and/or income of such gift ie to be ap. 
plied by the Trustees, and/ or may give cortain direc­
tions regarding the time, manner, amounts and/or con. 
ditions of the application or disposition of such gift or 
of the proceeds, principal and/or income thereof, by 
tho Trustees, and/or otherwise may curtail, ns respects 
such gift only....t.)le powers, authorities and/or discre­
tions which, aa-t'egards the Trust Fund generally, are 
granted to and vested in the Trustees by the other pr(). 
visions of this Trost Indenture. In such event the 
Trustees, in their discretion, may accept aoch gift for 
the use of the Endowment Fund and upon each aooep. 
tance shall hold, administer and apply the fonda, se­
curities and/ or other properties so given for the use 
of the Endowment Fund and the National Gallery of 
Art, notwithstanding any of the other provisions of 
this Trust Indenture, strictly in accordance with the 
provisions of such last will and testament, deed or 
other writing. 

(10) Admlnlatration of the Truat !'und and Powers 
of the Trustees. The Trustees shall bold and dis· 
tribute the Trust Fund pursuant to the provisions 
of said Joint Resolution of tho Congress, and the By· 
Laws of the Board of Trustees of the National Gallery 
of Art, and in accordance with the provisions of this 
Trust Indenture; and further, in connection with the 
administration of the Trust Fund, the Trustees shall 
have and freely exercise the following powers, aothori· 
ties and discretions: 

(a) The Trustees may retain and hold all or any 
stocks, bonds, securities and real or personal property 

.1.11r.sn • 1 H lln ;~:1:ts 
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which at any time may be given, assigned, trantferred, 
conveyed, bequeathed or devised to, or received by, 
them, or which otherwise may be or become a part of 
the Trust Fund, whether the same are or are not of the 
character or class regarded by Jaw as legal investment&, 
or at auy time and from time to time, in their discre· 
tion, they may sell and dispo11e of all or any part there· 
of. 

(b) Tho Trustees, at any time and from time to 
time, may sell or exchange any stocks, bonds, securi­
ties and/or other property of whatsoever character, 
which at the time being may be held by them as a port 
of the Trust Fund, and may invest the proceeds real­
ized from any such sale or exchange, or the moneys 
realized from any other source whatever, in such man· 
ner and in such stocks, bonds, securities, and real or 
personal property as they shaiJ deem proper, whether 
the same are or are not of the character or class re· 
garded by Jaw as legal investments. 

(o) The Trustees, at any time and from time to time, 
in their discretion and without other authority and 
without order of any cour t, may sell, convey, tr1111sfer, 
exchange, lease, loan and/or grant the use of any or all 
of the real or personal property, which in any mauner 
or at auy time may be or become a part of the Trust 
Fund, for snob considerations and upon such terms as 
the Trustees a hall deem proper, and may make, execute, 
acknowledge and deliver all such deeds, leases, billa 
of sale, agreements and other instruments and do all 
such other acts and thinga as may be necessary or 
proper, in the judgment of the ~~· ~ _efl'ectuata 
any and all anoh transactions, wtthoot liabtlity on the 

( 

• • • 

Regraded Unclassified



part of any party to or with whom any such tranaactiou 
may be made to inquire 88 to the expediency thereof 
or as to the authority of the Trustees to effect the &arne' 
or to see to the application of the consideration there: 
for. 

(d) The Trustees may construct or erect improve. 
menu, or change the character of existing improve. 
menta, on any land or interest therein constituting any 
part of the Trust Fund, as, when and in such manner 
as tho Trustees shall deem advantageous and for tho 
best interests of the Trust. 

(e) The Trustees, in their discretion, may employ or 
retain advisors, accountanu, representatives, attor. 
neys and other agents and employees; may from time 
to time prescribe the authorities and duties of such ad. 
visors, accountants, representatives, attorneys and 
other agenl$ and employees, and fix and pay out of the 
Trust Fund reasonable compensation for their ser­
vices; may delegate to the proper committee of the 
Board of Trustees of the National Gallery of Art and 
the proper officers of the Gallery, as provided in the 
By-Laws of the Board of Trustees, tho discharge of 
the duties hereby imposed upon the Trustees; and, 
generally, may take, or cause to be taken, every action, 
and may do, or cause to be done, every matter and 
thing which, in tho judgment of the Trustees, shall be 
necessary or advisable in connecton with the adminia· 
tration of this Trust. 

(f) Subject to such provisions 88 may be made from 
time to time by the Board of Trustees of the National 
Gallery of Art, the Trustees may delegate to the Fi· 
nance Committee of the Board of Trustees, the power 
and authority to perform all such duties of the True· 

.l.lir·S 'fl· J ~ AI!I'J ;~:IJS 
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tees, including, among other thinga, the performance 
of any acts neceuary to safeguard the investments of 
the Trust Fund, entering into refunding agreements 
authorizing the enforcement of claims or payment of 
bonds, selling any securities or property of tho Trust 
Fund when in its judgment tho same is advisable or 
making any investmenl$ of principal which are ad~i.­
able in order to keep the funds protected, or to take 
advantage of sudden changes in market conditions. 

(g) The President or Vice President, the Secretary 
or Assistant Secretary, the Treasurer or Assistant 
Treasurer, or any one or more of them, may be author­
ired on behalt of the Trustees to execute under seal, or 
otherwise, such transfers or assignments as may be 
customary or proper to constitute a regular transfer 
of any stocks, bonds, or other securities owned by tho 
Trust Fund, and standing in tho name of the National 
Gallery of Art or the Trust Fund or the Trustees, 
which shall be sold, exchanged, or disposed of, pursu­
ant to authority of the Trustees, general or special, or 
tho Finance Committee, pursuant to the By-Laws of 
the Board of Trustees, or any authorization of the 
Trustees hereof, ge.nerally or specially, and any per­
son or corporation transferring any such stocks, bonds, 
or other securities, pursuant to a transfer or assign­
ment executed by one of the officers above mentioned, 
or any one accepting such transfer or assignment in 
good feith for a valuable consideration sball be fuUy 
protected and shall have no duty to inquire whether or 
not the Board of Trustees or tho Finance Committee 
bas taken action with respect thereto. 

(b) The Trustees may authorize either the Presi­
dent, Vice P resident, the Secretary, the Assistant Sec-
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ret.ary, the Treasurer or Aeaiat.ant Treasurer to e1: 
cute and deliver on behalf of the Trustees, from U:. 
to time, proxies of any and all stock owned by tbe 
Trust Fund, appointing suoh person or persons 88 be 
shall deem proper to represent and vote the stock 
owned by the Trust Fund at any and all meetings of 
stockholders, whether general or special, with full 
power of substitution, and he may alter or rescind 
such appointmentll as often as he sees fit. 

(i) Tho Trustees are authorized insofar as in their 
disorotion it may seem proper for the safeguarding 
of tho investments of tho Tru.st Fund, to eause tbe 
Trust Fund to participate in the reorganization of any 
Company, the soourities of which are held by the Trust 
Fund, to cause the deposit of any such securities witb 
such protective, r eorganization or other Committee, 
on such terms as the Trustees may deem proper, and 
to cause any other aotion to be taken which the Board 
of Trustees may deem 11dvisable to conserve or in· 
crease the value of the Trust Fund investments. 

(j) Subject to suoh provisions as may be made from 
timo to time by the Board of Trustees of the National 
Gallery of Art, the Trustees are authorized and om· 
powered to delegate to the Treaau.rer of the Gallery 
or such other fiaeal agent as may be appointed by them, 
the custody of all moneys, funds, securities, contracts, 
mortgngee, leases and deeds, constituting the Trust 
Fund, but such officer or agent shall keep proper boolta 
of accounts thereof, which books shall at all times be 
open to inspection of the T rustees. The Trustees are 
authorized and empowered to direct the T reasurer or 
fiscal agent to deposit the money and securities of tbe 
Trust Fond in such depositaries and on such term• 

.t.11r.s·n • .1 J A !II' J,; s:ns 
, J :C 

and conditions as shall be deaignated and approved 
by the Finance Committee with the approval ot the 
Trustees, and whe.n ao deposited tbe Treasurer ahall 
not be personally responsible for their safekeeping· 
also that he shall see that tho Trust Funds are invested 
ln such securities ae from time to time may be directed 
by the Finanoa Committee, with the approval of the 
Trustees. 

(k) The Trustees shall require that the Treasurer 
shall keep full and accurate accounts of all fonda se­
curities and other properties, of whatsoever cbara~ter 
of the Trust Funds, and of all such additions and r;. 
ceipts thereto and dispositions, withdrawals, and dis­
bursements therefrom, as from time to time shall oc­
cur, in books and records belonging to the Tru.stees, 
and all such books and records shall be in suob form 
and be kept in such manner as from time to lime may 
be prescribed by the Finance Committee, and that he 
shall render such reports relating to the moneys, 
funds, securities, investments and fiscal affairs of the 
Trust Fund, as may be required of him, from time to 
time, by the Trustees, the Finance Committee, tbe 
Chairman of tho Board, or the President of the Oal­

lery. 

(!) The Trustees may authoriza the Treasurer to 
sign or countersign checks, stocks, securities, con­
tracts, mortgages, leases, deeds and other instruments 
of tho Trust Fund as require his signature; but he 
shall not be authorized to pay out any money, invest 
any funds, transfer, nor dispose of any securities or 
other property, except under tbe direction of tho Fi­
nance Committee, and as hereinbefore provided. Sub­
ject to such limitations as tbe Trustees may impose, 
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the Trustees may direct that tho duties of the Tru­
aurer may be diaebarged and his books and recorda 
kept by an Assistant Treasurer acting under hie diree­
tion-

(11) AdditioD&l Provisions. (a) Title to tho Trost 
Fund shall be taken and held in the name of tho Na. 
tiona! Gallery of Art, provided, however, that if, as, 
whenever and as often as the Trustees, in their disere. 
tion, shall find it advisable or convenient so to do, title 
to the Trust Fond, or any part thereof, may be taken 
and held in the name or names of any nominee or nom­
inees designated by the Trustees, but in every instance 
in which title to the Trust Fund, or any part thereof, 
shall be so taken and held in the name or names of 
such nominee or no!Jlinees, proper provision shall be 
made so that said Trust Fund, while so held, shall at 
all times and in all respeets be for the acoount of tbe 
Trust, and be subject to the absolute control and diree­
tion of the Trustees. 

(b) Any action taken by the Board of Trustees of 
the National Gallery of Art, at any annual, regular 
or special meeting of the Board pursuant to its By· 
Lnws relating to said Trust Fond, shall have the same 
force'and effect for any and every purpose, as if taken 
by all the Trustees. It shall be conclusively pres111Ded 
tbat any such action has been duly taken b! the True· 
tees if such action be recited or set forth 1n a resolu­
tion, eertllied by the Secretary of the Board of True· 
tees of the NatioD&l Gallery of Art, or by any otber 
person authorized by the Tru.stees, to have been dnly 
adopted at a meeting of the Trnstees regnlarly con­
vened and held. 

.t.lir·S':' ~ • J JA!!n ;!l:r:~s 
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(c) The Trustees shall be chargeable only witb such 
funds and property ae tbey respectively shall actually 
reeeive, and shall be answerable only for their own 
acts, reeeipts and defaults and not for those of each 
other or of any banker, broker, depositary or other 
party with whom or into whose bands any fonds or 
properties of the Trust Fnnd shall be placed, depos­
ited or come, nor for the insufficiency or depreciation 
of any funds, securities or properties, nor otherwise 
for any involuntary loss, nor for the act or default of 
any agent or employee of the Trustees or of the Na· 
tiona! Gallery of Art selected with reasonable diecre· 
tion. In no event, and onder no circumstances, is any 
Trustee to be answerable except for hie or her own 
wilful default or gross negligence-

( d) No trust company, bank, hanker, safe deposit 
company or other person, partnership, corporation or 
institution with which the Trustees may place any funds 
or property belonging to tbe Trust Fund, shall be un· 
der any obligation or liability whatsoever except to 
tho Trustees, and any and every of them are aulbor-

r ized and directed to mnke, and shall be fully pro· 
tected in making disposition of any such funds or 
property in accordance with tbe directions of tho Trus­
tees, or in accordance with the directions of a~y officer, 
agent or employee of the Trustees or tbe Nahonal Gal· 
lery of Art authorized and empowered by tbe Trutr 
tees. 

(e) Tho books of aeconnta of the Trus~ Fond of t~e 
Trustees shall be kept on the cash reee1pts and di!· 
bursements basis of aocoonting, or on such other basll 
of acooonting as the Trustees may direct, but the ao­
counting year of the Trust Fond shall be the same as 

.. 
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that in u.se in the aocounting of public furula of th 
Board. • 

(f) The Trustees shall cause an audit of the finan. 
cia! recorda, affairs and transactious of the Trust Fund 
to be made by a disinterested compctcJlt certified ae. 
countnnt or tirm of accountnnts approved by the Fi­
nance Committee, annually, or at such other times "' 
may be deemed advisable by such Committee. -(g) Every such oflieer, representative or employee 
whose compensation is paid out of tho Trust Fund 
shall, if and when required by the Trustees, give tbe 
Trustees, and the Board, a bond in a sum and with 
one or more sureties satisfactory to the Trustees and 
the Board for the faithful performance of the duties 
of his or her office, and for the proper custody of and 
accounting for aU works of art., books, papers, docu­
ments, vouchers, moneys, securities, and other prop. 
ertics of whatsoever character, in hia or her posses­
sion, or under his or her control or supervision. 

(h) Subject to the terms and conditions, and tbe 
provisions of this Trust Indenture, as regards the dis­
tribution of the Trust Fund, the distribution of tbe 
Trust Fund shall be in the absolute discretion of the 
Trustees and nothing herein contained shall be con· 
strued to require the Trustees to make such diatriba· 
tion for any particular thing, in any particular man· 
ncr, or any faster than their judgment shall dictate. 

(i) In accordance with said Joint R.esolutioo of tht 
Congress, the actions of the Board as regards any pay· 
ment to be made by it from said Trust Fund shall not 
be subject to review by any officer or agency other 
than a court of law. 

J.l:fr·S~ ~" ~JA!!l' B!l:l]S 
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(j) Nothing in this Trust Indenture contained, or 
otherwise, ahall be coustrued as reatrictiug the right 
of the Tru.ateea in their discretion to deposit with the 
Treasury aa a permanent loan by the Board of Trua· 
tees of the National Gallery of Art to the United 
Statca all or any part of the principal or corpus of 
said Trust Fund, or tho income the.reof, at a fixed rate 
of interest, pursuant to the terms, and in accordance 
with any present or future act of Congress authorizing 
tbe Secretary of the Treasury to receive the same to 
the extent thereof provided, and to pay the Board in­
terest thereon at a fixed rate; provided, however, that 
such interest income, when paid to the Board, shall 
be and become a part of said Trust Fund, and a.hall be 
subject to distribution by said Trustees under the 
terms and conditions of this Trust Indenture. 

(k) During the existence of the Donor, at any time 
and from time to time hereafter, with the consent of 
the Institution, the Trustees and the Donor, this Trust 
Indenture may be altered, modified or supplemented 
in any respect whatever, as the parties hereto may 
deem advisable or necessary, which shall not be incon­
sistent with tho general purposes of this Trust Indon· 
lure and of the said Joint R.esolution of the Congress. 

After the termination of the Donor, The A. W. Mel­
lon Educational and Charitable Trust, at any time and 
from time to time thereafter, this Indenture may be 
altered modified or supplemented in any respect which 
may ~ deemed advisable or necessary, to aceomplish, 
under conditions then existing, the purposes of the 
Trust herein created, but only with the prior consent 
of not less than three-fourths (=!4ths) of the entire 
membership of the Trustees and three-fourths (=!4tbs) 
of the entire number of the Regents, or other duly 
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constituted governing body of the Institution, bot in 
no event, and under no circnmatances, shall the gen­
eral purposes and scope of this Trust be modified or 
changed, and no alteration, modification or amend­
ment of this Indenture shall be made which shall be in 
violation of the provisions of said Joint Resolution of 
the Congress, or of any future aot of Congress, relat­
ing to tho N a tiona! Gallery of Art. 

For the purposes of this Paragraph (k), The A. W. 
Mellon Educational and Charitable Trust shall be con­
clusively deemed to have been terminated, if three­
fourths (%tbs) of the entire memberahip of the Trus­
tees after carefnl inquiry, shall be of tho opinion and 
publlcly declare that such Trost no longer continues 
to exist. 

(I) In no event, and under no circumatence, shall 
any transaction of whatsoever character .be ente;ed 
into for or on account of the Truat Fond, Wtth or"'~­
out the approval of the Trustees or of any Commit­
tee of the Board, or of any officer of the Board, or 
other person whomsoever acting for the Tru.stees, or 
on account of the Trust Fund, whi~h will i?vo_l~e the 
Institution in any financial obligation or hab1bty ~r 
any character whatsoever, except pursuant to a_nd m 
aceordance with proper action of the duly conshtuted 
authorities of the Institution. 

( m) Any shares of stock, securities or other P~~ 
erty of whatsoever character, except only cash, w 

~llf·S't I • .! JA!I\' J : !I!IJS 
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shall be ieaued, assigned, transferred, conveyed or de­
livered to the Trus~s by reason or on aooount of any 
shares of stoek or securities of any corporation, aaso­
ciation, trust or organization or property then consti­
tuting a part of tho Trust Fund, whethe.r the issuance, 
assignment, transfer, conveyance or delivery of any 
such shares of stock, securities or other property be 
by way of a dividend by such corporation, association, 
trust or organization or upon its dissolution, or iu any 
liquidation of its capital, or as a part of, iu connection 
with, or by reason of any reorganization, consolida­
tion, merger, sale of its assets, or adjustment of its 
affairs, or otherwise howsoever, shall, for all purposes 
of the Trust Fund and of the provisions of this Trust 
Indenture, be deemed to be corpus of the Trust Fund 
and not income thereof. 

IN Wrrnsa Wruuuor, THE A. W. MELLON EouCA­
TIONAL AND Ca.Aarr•BLE TauST has caused this lND&N· 
TURI! OJ' Tnusr to bo executed by the hands and seals of 
the majority of the surviving Trustees thereof; tho 
S>HTHBONU.N !NsrrruTION bas caused this lND!NTuiUI 
oF Tnusr to be executed, and ita official seal to bo hero­
unto affixed by its Soeretary, pursuant to a resolution 
duly adopt~d by its Board of Regents; and the Taus· 
TEES OJ' TJllll NATIONAL GALLERY oF ABr have caused this 
ilro&Nruss or Tauer to be executed, and its official 
seal hereunto al!ixed, by its Chairman, pursuant to a 

( 
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resolution duly adopted b7 the aaid Truatee., all u of 
the date first above writt.n. 

(Sz.u.) 

(S&.u.) 

TID A. w. Mal.Lo• ED'004'El01f.U. UD 

O B.llllTAIILB Ta'O'Sl', 
By DotULD D. SIUPDO [&a.u.] 

D..vm K. E . Btv011 [aa.u.] 
Coll81ilul·i•g a tMjorily of liM 

swrvitli~~g Tf'Wke• IAereo{. 

8 )(1TB80N LlR lN8TlT'OTION, 

By C. G. ABBOTT, 
SeCf'eta,ry. 

Tal18T&B8 or THJJ NATIONJ.L GA.LL&n or 
ABT, 

By H•BI.AN F. STon, 
Choirmo• . 

District of Col urn bin, 88: 

On this first day of December, 1942, before me, a 
Notary Public in and for the said District, came the 
above-named Donald D. Shepard and David K. E. 
Bruce, and ac.knowledged the foregoing ioatrument to 
be their act and deed, and desired the same to be re­
corded as sueb. 

W=ESS my band and notarial seal the day and year 
aforesaid. 

(a•:AL) 

llfy commission expires : 
September 15,1947. 

l\!ARGARI!T BPJLLl'lB, 
Notary Public, D. C. 

33 

District of Columbia, ss: No. 128631 

I , Chnrloe E . Stewart, Clerk of tho District Court of 
U1o United States for tho District of Columbia the 
same being n Court of Record, having by law a se~l do 
hereby certify that Margaret Beller before whom' the 
aunex~d instr~ent in writing was OICCU~ and whose 
name t8 subscnbed thereto, was_ at the time of signing 
the same a NOTARY PUBLIC m and for said District 
duly commissioned and sworn and authorized by the 
laws of said Di.strict to take the acknowledgment and 
proof of deeds or conveyances or lands, tenements, or 
hereditaments, and other instruments in writing, to be 
reco rded in said District, and to administer oaths; and 
tbnt I mn wellacquitinted with tho handwriting of said 
Notary P ublic und verily believe thut the signature to 
sa id instrument and impression of seal thereon are 
genuine, after comparison with signature and impres­
sion of seal filed in this office. 

IN WtTXB88 WHEJ!BoF, I have hereunto subscribed 
my name and affixed the seal of said Court, at the City 
of Wosbington, D. C., the 3d day of December, A_ D. 
1942. 

(SI'IAL) 

CnARL1!8 E. SnwABT, Clerk 
By M. D•vEY, Deputy 91erk, 
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CERTIFICATE. 

lT IS IiEREBY CEnTI:FUID That the foregoing is a true 
and correct copy of the Trust Indenture between the 
Trustees of The A. W. Mellon Educational and Chari. 
table Trust of Pittsburgh, Pennsylvania, the Smith. 
sonian Institution, and The Trustees of the National 
Gallery of Art, dated December 1, 1942, creating the 
Endowment Fnnd, National Gallery of Art, and that 
said Trust Indenture is now in full force and etJecl 

Wrn.'ESS the due execution hereof this ........ day 
of ...................... ,A.D.l9 .... . 

Tne TnusTEES oP THE 

NATIONAL GALLERY or AnT, 

By: ................. ····· 

J.llnsn ·· .! H llV J3 ~:r'ls 
, .) !C 

Secretary. 
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TREASURY DEPARTMENT 
I'ROCUMMEHT DIVISION 

WASHINGTON 

228 

··erha:>s yoJ hav-? se.,:t ~?\4 a t.• .. a ct"c1 cl ti)f)l:"': rr.;x-. ~t.e tl .... ~s­
:,erald o!" :l·e~ ... ~l!r 2:' , 1.>!,2. :'I"''\ tac~s a:., a s ~"ollows: 

''r. t:t.t.t":. ::ra."lk!\art..er was ap;»lnt.ei J'Jly 22, 191&1 , as 
Asslst.&."\t P\:rc!.as ~ n:: Cfficer, :1:"-7, a t. -..2~ a 'JC&r a.i.-! pr~n•..4!'1 
t.~ .!)2.):) Se,.. t..e-•b?r 2' , 1:'':2 . ::..111! rPS4 '':"It~ ~~ recti v• :\.>ve ,'iJer 3, 
1?1.2. ::e pure·,u 'J-! e!!~:cAl:; t.:u •. '!J.J u:~ ;>ure1.tse •!eohol. 
l:"1tluc•-r1a1 Llc.oho: ! s :t~.rdcas,.. j ~r r. 5U s.;,r: • ho was ·:r. !o'"ra:-.k­
( t;rt.·rr' 6 S ' I,...T! !"'!", ~:: J :~::1ce Cet.:~~r ." t l :J• 2, 111 p-J.rch&Siii!'S of 
lr.d\t tt.r141l Alco!-lo l f.c.·;~ :0-!'el: :-.:t~Q fror: !.l1't ~Atter.se !"lipp:ics 
:.;,r;-1Jrt~•.1en ( ~ ~ :) • ·.:r. f':-a:a\t~t..:" \.i•r ~ ... :; r!~"W:r l".~tlc! t.t~ pos~ tiO:\ 
.,!" 3(.(,-:' &1 ,.s~1sto:.t tc .,";" aa..! !\!:; ~ ;lv;r.cn~ vut~ nc,t. it. ar;y way 
crAI.'ICCt.\•! ritl• •J.a.~ (' !' : :- . :lf!t'f ,&:l r.:<•t.t , r:e!Uttlr rHd r r. i:liJt.Z. 
oucce'!rl t.c t.hfl 1 . t:' ~' ,,r, {'( ?-.r;l:a:,; ' •· • t ''J't cer \t!' L vacr.:'>•. b;,• 
•r. r'r&llk!'l.rl€"r' ~ r·· s~::::a~~r~n. 

:1." ntf J~: t.! l l1:1:: r:or;>'"':l!"~~im': l'.a.: r.tv!r recch·e1 t.r.y 
~\.G~t1t:S !'TH" •Jf" ircC•J r••:-':~.• J\ Vi s :on. 

1&1 
1~\ 

• . ' 
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TREASURY DEPARTMENT 

INTIER OI'1'1CIE COMMUNICATION 

.,..,. OECI 9 1942 

TO Secretnr, ,or~enthau 

"'o" .undolpll 1 aul 

For your infor1 •. ntion, C1 nrles ,, , Clark has 
been actin_ as .tcad of the • ev. ~ork ol flee of the 
·orei!..n [ow.ds Control Field Investi utive Shff for ap­
proxil..t.tel~ six weeks . The Forei ·n -runds Control Field 
i.,vesti_atlve StaH is a Section 01 t .c ~:.ntorcement Divi­
sion of Forei._n /unds Control and does the .. en Yor~ field 
11or :r. r.ecessar. to the investi~ation of violatio .. s of the 
freezint, order • 

.. t t.e til-3 ti,at the ~ orei~n runds Control 
Held I~ovestiLative Stai'f Has established , approxi:l!latel;r 
a Je&.r a.:;o , a skeleton staff, headed by erwin i &~ , ~.as 
loaned to b'orei1,.n i-Lmds Control b~ t llo ·;ureau of Customs . 
Included in t nis sta.ff nas Clark dto had r eturned to t he 
United States in i!ovembe r l !/39 f' rOI•l Berlin Vlhere he had 
held tne position of United States rreasupy P.eprcsenta­
ti ve . Clark was ass i t;ned to the 1.CI'; Yo1•k office of t he 
;;orcl_n 7unde Control Field Invecti1,ntive Staff anrl was 
Ottosen b~ S;;dne;- l.enne<t , the t.:l.icf of the :.er. York of­
fice , 1:.s his first assistant . ;~eMcd. v·as forrterl • 
• reas r:J .• ttac;te i!! London and 1·;as also o:: loan to ?oreiy!l. 
,•\1!\as Control f ro:: t:us tor.:s . 

On :,oveober 11 tlt or this • ear both ~.orwin : a. and 
.. er.ned. 1;ere released to Cus toLS for s1.ecie.l e.ssi~er.ts . 
!:1 vier. oi Clark ' s status as Decond . an in t .. e ,,e11 York 
office , at the time of ,,enned, •s de ~rture , l.e r1as t.ade 
actin.., chief pendin'?l.a survey, now ~cinc..cond':!ct~d, ?~~he 
porsoMel oi' the ofuce and a deter1 inahon 01 hu ao1ll ty 
to handle the job . 

Clark has never been transferred to t he Forei£n 
Funds Control pa;,rr oll but is still on loD.ll from Customs . 

~ 

• . -

( 
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Deoeabe~ 29, 1942 

J!BICOIWIDUli TO THi SECRETARY 1 
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The~• ie submitted herewith the operating ~•port 

of Lend-Lease pvohuea for the week ended Decellbe~ 26, 

1942. 

The budget estiaatee haTe been prepared fo~ the 

period from Januery 1 to June 80, 1948, to coTe~ Lend­

Lease ~equi~eaents within the ecope handled b7 the P~o­

cureaent DiYieion fo~ all participating oountri•• Which 

total• $1,015, 265,266.00. 

The unobligated balanoe of funds allocated unde~ 

the Second Lend-Lea•• lpp~opriation l et will be deterained 

ae of Dec-.be~ 81, 1942 and deducted f rom the total esti­

utea ill arri'ri.ng at t .he net figure ~•quired to be appro­

p~iate4 fo~ the fi.ret half 1ear of,'l948 • 

. w 
~ of Procur-nt 
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Allocations 

Purchase Authoriza-
tiona (Requisitions) 

Requisitions Cleared 
for Purchase 

Oblieations 
(Purchases) 

LE:m- LEASE 
TREASt RY DEPMT! :;n, PROCURE. E:iT DI VISI Cll 

ST.t.':E::Z::'l' OF All.OCATIOhS, OBLIGATIO!\S ( Pl'RCuASES) AND 
DELIVERIES TO FOREIGI' GOV"..Ri"~;Ts AT U. S. PORTS 

AS OF D~C~~R 26, 1942 
(!n l illions of Dollers) 

Total U. K. Russia 
Admi.nistrati ve 

China 3xEenses 

f2722 .4 1204 .8 t849 .1 t58 .3 ' 3 . 7 
2721.9) (12&8.4) 842 .1) 58.3) (3 .7) 

t2074.8 11(!4.2 ''822.4 (41.2 
2020.0} (1173 .8} (??a .o) 41.0) 

f l 971.0 1153 .1 .,750 .9 041 .1 
1905. 5} ( 1135. 7) (703 .6} (41.0) 

~1805 .3 
1607.3} 

(1088.3 
1074.2) 

(710.1 
666.9) 

(41 .1 
41.0) 

(3.3 
3.3) 

Deliveries to Foreign 3 796.3 v tj2ti .6 140.9 t20 .3 
(787. 7) (623 .3) (137 . 7) 20.3) Gover~ents at u. S. 

Ports• 

L:iscellaneous ~ 
Undistributed 

~54C . 5 
559 .4) 

$ 27 .0 
(26.6) 

$ 25 .9 
(25.2) 

f22 . 5 
21.9) 

$ 6.5 
( 6.4) 

oDeliveries to foreign governments at U. S. Ports do not incl ude the 
tonnage that is either in storage, "in-transit" storage, or in the 
port area for which actual receipts have not been received f rom the 
foreign governments . 

Hote : Figures in parentheses are those 'shown on report of December 19, 1942. 
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~orn.a•m:•wt 

TREASURY DEPARTMENT 

~IHT DIVIaiON 

WASHINGTOH 

December 29, 1942 

.loiKI.IORAliDW TO THE SECRETARY: 

ittaohed ia list showing the statue of purchases made 

for shipment to North !!rica aa of the close of business 

Dec .. ber 26, 1942. The purchases listed on the attached 

schedule are those which have been made against a $5,000,000 

Lend-Lease allocation and are completed; likewise, purchases 

thus far authorized and cleared against a $40,000,000 appro­
priation. 

There is an additional purchase authorization approxi­

mating $27,000, 000 against a further $100,000, 000 program on 

which we are now endeavoring to obtain clearance from War 

Production Board. Immediately upon clearance, we will proceed 

with pur ohaae, and the present indications are that the goode 

purohutd tgainat the $100, 000, 000 program will go into ware­

houeea pending shipping inetructiona. 

I will have at your office Tuesday morning of each week, 

beginning Januar,y 5, 1948, a report of the status of these 

ae of the close of business the preceding Saturday. 

0~ 
r of Procurement 
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Amount Shipped On H&nd it NYC En Route co-oditz Purchased From USA Waiti~ Veuels To Port 
Used Clothing 1208 tons 300 tons 408 tons 500 tons Cotton Piece Goods 2970 " 260 " 1710 " 1000 " Shoes 200, 000 Eair 0 0 200,000 xair Cotton and Knitted Wear 180,000 ozen 0 0 180,000 ozen Refined Sugar 3947 tons 876 tons 3071 tons 0 Raw Sugar 2160 " 1915 " 245 " 0 Powdered Whole lfi1k 178 • 170 " 8 • 0 Condensed ltilk 234 " 234 " 0 0 Tea 173 " 173 " 0 0 lo!atchea 410 • 0 810 • 100 tons Mails 4.8 • 4.3 • 0 0 Phar.aceuticala 10.4 " 10.4 • 0 0 Cop~er Sulphate 2682 " 1957 • 675 • 0 Boo e 5000 each 5000 each 0 0 Lamp Chbmeya 80,000 each 0 0 80,000 each Phonogra~h Recorda 1,000 each 0 0 1,000 each Mewaprin SO tons 0 0 SO ton1 Printer' a Ink 200 1ba. 0 0 200 lba . Maohine Finished Book Paper 2 tons 0 .o 2 tons Corda~e and Twine 800 tons 0 0 800 tona Threa 100 tons 0 0 100 tons 

Tote.ls * 5899.7 tons 6427 tons 

•Total tonnage ~hipped From USA" does not include weight of 5000 Books. 

.. .. 
' 
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* IMPORTE DES 

ETATS-UNIS 
D'AMERIQUE 

...... . . . . . 

. . . . . 

. . . . 
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LEND-LEASE ADMINISTRATION 
WAS HINGTON, 0 . C: • 

Deeembar 29, 194:1 

Deu.r Henry, 

I reeret toot it will not be 
poa.slba for De to attend tho Het-
1"<1 todorrow dtb yw ond others 
relnUve to doll...- b&lanees of Lend­
Leba. countries as I bave been call­
ed to flew Iork on nn inportant '""tl.er. 

I have li.Gketd 'fii'J Senior Wput.y , 
llr . Bernh<u"d Knollenberg to attend in 
my behalf. 

\71th beet !fishes, 

E. P.. Stettinius , Jr . 

Honor&ble Henry ~orgenthau, Jr . 
Secretory of tbe TreaBUry 
Treasury Deport• nt 
lfaah.l.ngton, D. c. 

, 
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BRITISH AIR C::OMMISSION 
17811 MA.aa.ACHU..,.. AWHU. 

WAeHINO'f'ON. D, C. 

With the coepl.iaenta ot Brit.ieh .Ur Co..iooion 

who enclose Stotaent No, 6S - A,1rcrn!t DeeJl"tched 

- for week oudod December 22, 1942, 

The Honourable Henry Morgonthau, Jr . 
Secretary of the l 'reasury 
WASBIIiG'li:>N, D. C. 

• • 
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SECRET 

D .. .-.,.,, 1~ 

bporh to lha .. 1a, r..a Cb.1aa. •4 aalMtM lllMkM 
•-trlaa •• rapwtM to ~. 1'1'eanrJ Departaaat 

br1JI& &ala t~ per1M ••'•• 
Deaenllv 10, 1942 -- - . 

1. ax, .. ,. to R••lt 
bporh to Ru .. la aa "porta4 4ur1JII ~· \aa-~ 

per1114 ••'DI De .. •~»•• 10, 1942 -w to 150,6~5,000 
•• aa.parll4 w1Ul t88,415,000 4U"Ui t.ba prnlna , .. 
4a7 pv1o4. •uu.., a qulpaat ueo•tll4 t• 01117 
1~,113,000 ot t.ba \etal u4 laal-...... ao tulta or planaa. 
(aaa Appen''• c.) 
2 . Kxporh te !'fM @'M 

bporta t o P'rM ObiJla aa rapor ta4 4urtaa t.ba par1o4 
ua4ar ra•l•• aaouata4 to 1822,ooo, ot wb1ah 1195,000 ••• 
a111t&PJ aqulpaeat. 

3• bROrta to aal .. ta4 bloalla4 •Oill! tr1u 

.::r:z-t• ta aalaatM llloaa4 •-trlaa are 61•• 1a !:f A. •o•t ~tut ware axporh te aw1t1•rl aDil 
Par'-1&1 .. ..atlDI to 11,,0, 000 ... 1590,000, 

raapaat1Yalfo 

?38 

, . 
• 

( 

• 
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?39 

.lPPIIII[I A 

I 1 ot 11111W .._._ __._ \e le:a..W 
o-vs. ... ..,..-- \e .. .._., Depw q ' 

Ira lllpoft 11MlanU- ....... 
DllriJII u. Ptrl .. bdi•Md 11 

(Ia *'"••='• ot dolla>e) 

t.-1 toW 
~ lD-dlir ~.~~~p~ne Dautl.e.,_w 

Pwlo4 ..... Plrl ....... .... 1, 1941 w Jv.l¥ u, 1941 w 
Iiiiis la.~l61 ll!a &.1161 a.. ll. ~Ma Jab B. lMI 

• )0,,, • •o4U • ,.,,tl6 • 742,941 

CD 296 UD,6)9 "', '116J 

1 770 2,1,. 

1,290 '" 6,919 u,m 
2 2,621 u,o" 
~ :104 1,916 9,743 

- a,011 6,.305 

IIIIIIJ' ot tM ..,.n ~- ue ..-1.,.. 111\ll • lee of MYiift.l dip • -.. 

tll•etw•.. :"-- ....... -W¥ ,...... ... .a. &o\-.1 1111~ ot • pant--,., ... 
Iool .. ae *' , .. , Alpfta ... ~. 

.. • 

( 

• 
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JxpCII'h to Jxporh to h•• Ohiu. u.s.s.a. 
IU1J 28 ~41 - lu. • 24, 1942 • ,2,758 • 98,902 

Jm. 26 - lu.. ~1 t:&3; 9,6o8 
Fob. 1 - Fob. 0 £1 
Fob. 10 - Pob. 20· 1i·'1~ 
Pob. 20 - Fob. 28 ll 4,8s~ 2 ,17 

2 , H a8,m ...... 1 - ..... 10 ~ :o & aar. 10 - .... 20 
~. 

.... • 20 - • .,. • '1 lv' 28,r 2 42. ' Apr. 1 - Apr. 10 4 ,8,, 
U:9H Apr. 11 • Apr. 20 ''!H Apr. 21 - Apr. ~0 a , ra:t~ lq 1-Jia1 Ol/ ~ 

•• , 11 - .. 7 20 1,872 18,000 
laJ 21 • I&J i1 i/ 2,5H 26,18o 
IUDo 1 - llao 0 ,,,99 12,764 
IUDoU-~20 ~:124 a'· 7, IUDo 21 - lUBe ro 9 ,11' 
IUlJ 1 - hl.J 0 7 , 900 ''· H MJll - h17 ao 590 ~':1 lUl 21 - N7 ~1 i/ ,,ou 
A\1&• 1 • A\1&• 0 2o8 ~.Ho 
A\1&• 11 • A\1&• 20 192 2,, 
Aq. 21 • A ... ~1 i/ 2, 850 112, 93 
Sept. 1 - &opt. 0 855 et:~~ Sept.11 - s ep,.20 11 
Sept.21 - lopt.fg ~2 tt·' Oo.. 1 - Oot. 0 1, 5 ·~ Oat. u - o.•. 20 ,o 
Oat. 21 - o.t. 11 IV ~~:70~ 
lo•· 1 - •••• 0 2, u;m .... u- .... 20 2,0~ 

•••• 21-•"·t: ~' 
Doo. 1 - Doo. 0 !!ii 

toW • 110,,, tl.~.676 

1. ftaooo tlavoo aro 1a part takea tr• aop1 .. ot alllppilll au.1toUo. 
2, .....-1111 wlUl PoltnU'J 1, t~WOI are alna tor 1G-4aJ per1o4 

laato_. ot nell, oaaopt cora o~ol'Who 1a41oato4. 
,. 8-~ p•lo4. 
4• ll•MJ parlo&. 5· Dill M ohull .. la roporuaa prooo4wo bJ t.11e Dopartaeat ot 

o-oroo, *'' ... ,.., 1o lao-.loto tor tbl porlo4 1a41oato4. 

• . -

( 
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APPUDIX 0 

PI'1Delpal KqwU tl'a Vo lo \e V. lo lo Ro 
u "..,., .. '- \lie beaewr hp ..... , 

4111'111& ~ M~UI .... 1 ....... , •• 
DM.U.r 0, 1911J 

van e1 
q,••!l!J !!'"tl•z 

'rO't.AL IUP ORTI 

~lltart ll!ip!!!' ,.,,11') 

IJatenal •-"•U• .... ~ eqiMe 

or a .... ·~·· 't'elliele• ........ 
Ezploe1n• 

All other 

la•IUl!on Go"' (tz'r ,522) 

.. MP •rueiUI, ••'- ropleo•eDt 
porte OD& oooeeeorloe 

Ia41ae,r1ol, o1eev1eal oa4 earl· 
.. ltwal •eb!MPJ ... ,..,. 

Ir• ..a e\eel ....toot.He Ulll .• , . ...,. ...... 
.. '-1• 8D4 -lltut•••• D••·•· ... , ....... ,. 
POH ......... Do0o8o 

loel ...... ._ 

gt'IIJeu 
~·/U 

••• 45 

• •• 
Lb. &oo,ooo 

• 

SECRET 
?41 

'falue 
(!hcnaeaMe 
ot dollyt) 

4,218 

,,5)7 
,,,?~. 

z,68o 
2,011 

1,660 

•• • 

( 
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Al'PUDIX J) 

Prle~elpe.l lblpona rr• v. s . to Preo Oh1Aa 
u ra,.-te4 to lbo ~ ... .,, Dopart.at 

4vlac tho ,_4aJ porle4 ....... 
Doa..-er 10, 1941 

(!bcna .. n4a ot l>ollara) 

TOTAL aXPORTI 

Prlnolpe.l It ... a 

Pr1Dto4 .,, .. 
SUU&PJ o.,U..-t 
Pbotocraphio npplloa 
Power toola 
P-tala peaa 
Sloa &D4 -.rootwaa 

SECRET 
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~'2 l 
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?43 
TREASURY DEPA RTMENT 

INTER 01'71CE COMMUNICATION 

DAft 

To Secretary Morgenthau December 29. 1942 

... o.. Frances McCathran 

Gibral t ar 

HIGH-LIGHTS OF THE liAR NEWS 
(11:00 A. M. ) 

A second Allied fleet is gather ing at Gibraltar, accord­
ing to dispatches from La Linea, Spain. 

Nor th A! rica .•. 
1. French Somaliland, last Vichy stronghold in North Africa, 

joined the Fighting French in an agreement signed at 
8:15 A.M. yesterday at Chebile, De Gau lle 's headquarters 
announced. This territory (of 8,492 square miles, con­
taining 45, 000 natives and 1,700 Europeans) is the 
starting point of the only railroad runninf into Ethiopia 
and its aouisi~ion thus simpl ifi es the All ed supplt 
protrlem into thai part · ot tnter toY"- AfThla-:- - ·· · -- ~ · 

l. tunisia - Allied bombers from the Libyan desert in the 
east and from North African airfields in the west, have 
damaged almost every Axis-held port, Tunis, Bizerte, 
Sfax, Sousse , etc., as the Axis sends up reinforce­
ments. American planes also bombed a big German truck 
column taking supp lies from Tripoli. Infantry patrols 
are increaeinf• especially i n the Medjez-El-Bab area. 
Torrential r a ne are easing but t he ground still is 
slippery and muddy. 

3. Libya - British advance units ar e reported within 18 
miles of Buerat El Hsun wi th only slight aerial activity 
over the battle zone. 

4 . Allies continue t o damage shipping on the Axis Tunisia-
Sicily- Italy supply line. 

Russia 1. The Middle Don Front - Red armies, only 3 mi les from 
Kotelnikoveki, have advanced from this key rai lr oad 
city to within 45 miles of another Russian fo rce push­
ing down the Moscow-Rostov railroad from the Middle Don. 
Russians are reported in the immediate vicinity o! 
Kamenek, 80 miles north of Rostov (gateway to the 

( 
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Caucasus). In the Kotelnikovski area they are reported 
not more than 170 miles east-northeast of Rostov. 

2. Central Front - Russians have repulsed German counter­
attacks around Velikie Luki and Rzhev. 

3. Russians claim they are now killing from 2,000 to 3,000 
in one engagement as the Germans throw in powerful re­
serves. 

The Pacific Area 
1. New Guinea- Sunday ni§ii t he Jape made a desperate 

sally outside their prepared defenses and pillboxes 
at the ease time that their naval craft, probably 
subs, shelled Buna village. They were beaten back. 
however, with the net result the deepening of the 
Al lied wedge at Buna Mission. 

2. New Britain - Allied planes bombed Rabaul for the second 
day in succession. Shipping was damaged in the harbor 
and one heavy cruiser believed sunk. 

3. Timor Island - Allies made their fourth consecutive air 
rail on the northeastern tip of Timor Island where the 
Jape are believed to be constructing an airfi~)d. -. - -·----- ·· - -i3iirmr-- --

1. Advance British unite have encountered the Jape at 
Rathedaung, approximately 25 miles northwest of Akyab 
and 7 mi les inland from the Bay of Bengal coast. 

2. The R.A.F . t wice raided the Jap airdrome at Magwet.h 
(120 miles from Akyabl and continued to soften o er 
Jap installations in Burma. 

3. U.S. fliers again bombed Lashio, at the Burma end of 
the Burma Road. 

Chi~a A new Jap offensive in the &astern China lowlands in 
· Shantang and Hupeh provinces has been partially thwarted, 

according to a Chinese communique. 
2. u.s. fliers repulsed a Jap attack on the American base 

in western Yunnan. 

• . . 
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( . TREASU RY DEPARTMENT 
:'45 

INTER OFFlCIE COMMUNICATION 

DATa 

TO Secretary Morgenthau December 29, 1942 
~~o.. Frances McCathran 

AFTERNOON SUMMARY OF THE WAR NEWS 

Russia 
1. The pi ncer movement against Rostov: 

A. One arm of the pi ncer is continuing to drive down 
the Voronezh railroad, despite German reinforce­
menta all along the l ine . This group has broken 
into the Rostov Administrative Distr ict (equivalent 
to an American state) from the northeast to wi thin 
go miles of the city proper. 

B. The second arm, all but surr ounding Kotelnikovski 
(principal German base southwest of Stalingrad), 
has swept 5b miles to the south, entering the north­
eastern tip of the Rostov Administrative District. 
(Germane in Kotelnikoveki have only one avenue of 
escape as Russians cut 5 of 6 highways l eading to 
the city. ) 

2. To the north of Rostov, General Golikov 1a Soviet forces 
tifhtened the ring ar ou.nd Mil lerovo to the strangling 
po nt . 

3. Six Germans divisions, which started a counter-offensive 
southwest of Stalingrad on December 12 to relieve the 
22 divisions trapped between the Don and the Volga, 
have been r outed and thrown out of action, reports 
indicated. 

liorth Africa 
1. Tunisia - Allied units have withdrawn from the hill 

position 6 miles nor theast of Medjez El Bab (which they 
t ook Christmas Eve) "after inflicting severe casualties 
on the enemy", an Army communique revealed today. French 
for cee, however, have cut an important road south of 
Pont-Du-Fahe, after a fierce dawn battle backed by Al lied 
tanka and planes. 

2 . General Alphonse Juin, f ormer military aide to General 
Noguee (Governor- General of Mor roco) has been appointed 

~ to succeed General Giraud as Commander -in-Chief of the 
French North African for ces. 

• • • 
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BRITISH 1.\QST S.OCR£1' 
U. ; . S.OCR<.'I' 

9l"f::t, No. 1.1.9 

COPY NO. 11 

Inforll'lat.ion roceivod up t.o "'/ A. M. , 29 1.h December , 1<)42. 

An out•11-td convoy in ~t~l-Atl"\,ntic ha;;: boon :~ubjcctod to 

porsiaton~ U-boat a~taeks oinc~ ?oth/'7th. tull <lot.ailo nol yet avllil­

able . 

~ . llfLI1'A~Y 

LIBYrt . 27th . 1•ut.rols o l ?l.h Amourod Division r:ore in --. 
ccntnct ·. i.th t ho cne10y oo ltne t•l\01 n.,t •.L Kll~il!R from the s en to BI P. 

EZ ZID~ )0 nllos t.o sou1,hTiOGt;. , :..,umo Com un t>riaonor:J vwro t"lken. 

'tho mntn ro+td is no1• cle.."lt' of rnlnon t.o !.tR·rt:. lncl usivo . 

Jl!l.§§!!. ~nuthtte3t or Sl'f,LWGRAD tho P.uaslens have made 

a 1\lrthor advance on a broad front 1n tho senoral dlroctlon of 

1\0f...I..~ IKOV c.nd !lave captured NAGOI~ l l'ivo •ilea to the s outh. 

). AIR 0Pr:RA1'IONS 

!'r.<ZrfJlN Fli0~1. Z8th. } Hr.a~pdon probably hH •i.th t.or-

podo o 5 , 000 t..on shiJ> in convoy off ~:Oil'r'li.Y. 

miNCH NOR:l'H AFRICA. ~6th/27t •. h . U. S. honvy bomber o 

a t tacked t ho hfll'bours at TUNI S, SOUS:.:f. und SFAX . 

nth . SOOSSC: Harbour r 1..:..U ug/l!n &t.tllo!<ed nt least t hree 

ships woro hit and ltWlrty' large firec \"ere at.art.ed in tho docks aroa . 

;>7th/211~h. l:<llta ,-oil 1ng~ono OQabed •fltiiC and 

( 

... . 

Regraded Unclassified
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