
FINANCING 

Present : lir. Bell 
lir. Grana 
lir. Buffington 
lir. Odegara 
Kin Elliott 

February 27, 1943 
9z20 a.a. 
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H.Y.JR: What I wanted to aak of the War Bond 
crowd was whether you ware satisfied with the telegrams 
that came in frOM the State chairmen or State administrators. 

YR. GRAVES : I thought they were very good. Did 
you see them? 

H.M.JR: No, I haven't had a ohance to eee them, 

MR. GRAVES: With one or two exceptions, there 
waa a c<111plete appronl on the part of the War Suinga 
people of this program, and those one or two exceptions, 
I think, were not quarreling wi th the t hing, but with 
some of the details . For instance, our people in Rhode 
Island referred to the days of Roger Williams and said 
they eeceded fr<111 Kaseachueette once and didn't like to 
be put back under Maasachueette . But, there was almost 
unanimous acceptance of tbia other part of War SaYings. 

H.M.JR: Any loose- -

KISS ELLIOTT: I don ' t quite agree with that, Mr. 
Graves. 

H.M.JR: All r ight, where do you--

MISS ELLIOTT: There were about nineteen who said 
yea without reservation - made no comments • . About four 
had very definite reservations to violently oppose -
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Mr. Clement of Alab~a, and Mr. Clark of Iowa . Then 
there were about four or five that bad - they accepted i t 
wi th very definite reservations . 

When I got through reading them, I had the definite 
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f eeling that it was imperative that underneath it all ~ 
there ran through thaD, as I read t han and thought about I 
it, Mr. Graves, the feeling that it would be extremely 
easy to creat e the feel ing in these administrators that 
this ~ight destroy the War Savings Staff program. 

Now, those telegrams t hat said, "Yea, • said, ~e 
wi-ll cooperate. • Then I went back throudl them a gain 
and listed them, and there ware ao many that bad reser­
vations with that wor d cooperate that I bad the fe eling 
that i t waa awfully illlportant that theae administrators 
get assurance that there ia no intention in any way in 
thi s pl an of destroying the War Savings Staff . Those 
who were violently opposed brought that up. 

MR. GRAVES: You have seen some telegrams that I 
haven't then. I aaw no telegram from Mr. Clement. 

KR. ODEGARD: You aaw the Clark onef 

!JR. GRlVBS: No. 

lm. ODEGARD: That was the only decidedly unfavorable 
one . 

H.M. JR: Harold, if you don't bri ng it to my at tention-­

YR. GPiVES: I don ' t know where these te!!grama have 
gone. I aaaumed they bad all com• to me. I d.1d not aee 
that one or Kr. Clark'• · 

WJSS ELLIOTT: I ••• these late yesterday afternoon, 

H.loi. JR: I had lolr . 'Bell 's office aend t hem up to 
loliaa E!liott. 

llR. GRAVES: They have not come to me. I have ann 
no telegram from !lab~• or Iowa. 
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WlSS ELLIOTT: I got very well acquainted with Kr 
Clement ln .Alabama, and he ie really violent on the ' 
subject . He wrote a Tery long telegram. There were 
nineteen or those that said yee. 

H.M.JR:' What about - leaving Yr. Clement out, what 
about the others? . 

YR. ODEGARD: The only wires I saw were those in 
your office, Harold, and there were on17 one or two that 
aeaned to me at all unfavorable . 

YR. GRAVES: That ia right. Apparently there are 
some telegrams that hne come here that han not oo1u 
to me. 

YR. BELL: That ia the wa7 I read t~em. 

H.lo!.JR: Have 7ou got them under four arm now? 

MISS ELLIOTT: Yes, sir , 

MR. BELL: I haTan't read them all bat the ones 
I did read I thought were Terf cooperat!Te~ 

MISS ELLIOTT: I read all of than, and teacher-like 
I took them down and listed each one under the headi~f 
of the State, Then I 11ade a aUllllllarf of the fee's, no a, 
and the reservations, as one would do. 

YR. BELL: I don't think the7 are ail ln. 

MISS EtLIOTT: The States not in are Northern 
California, Connecticut, Ohio, Texu, and Aluka and 
\l'uhington, D. c. 
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Thia ia just a brief aummary. Nineteen just aaid1 
WJea, we will cooperate. • Four want F and G bond• back. 
The7 are willing to go into t his, but tbe7 want the F 
and G bonda back, and gave a verf definite reason for it. 

Four etated that the7 would go on and that it 
wouldn't make ID1 difference in their plana, apparentlf, 
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because they han been 11orldng together. They han 
worked aa a unit &nTho•. I 11aa 1urpri1ed to see Yr. 
Griffith in Kansas aake that atate=ent. 

Then Indiana recommends that this be adopted for 
the duration, and I 11ould interpret their telegram to 
mean that 11e •ould abolieh the War Savings Staff'e 
continuous program, except pay-roll eavinge, and go 
into thle kind of program permanently. 

JlR. ODEGARD: llr. Fle=lng? 

liiSS ELLIO'M': No, llr. Pulliaa. 

The Veraont aan and one other believe that thie 
procedure will definitely kill the War Savings plan. 
One interpreted it to mean that the War Savings plan 
not only will do it, but it just automatically is 
goi,ng out, and that this a oOIDplete reorganizati on 
and change . 

Only one definitely etetee that we ought to make 
it oleari but these other impl7 that the War Savings 
Staff w1 1 go on. 

Then the one, that ie llr. Clement of Alabama, i e 
juet campletel7 and absolutely and violently opposed to 
It . 

B.ll.JR: Who can I look to in the War Saving• Staff 
beeidee Kill Elliott 11ho ie going to analyze these tele­
grams and then do eoaething about it? 

lffi. GRAVES: I should, of course. 

B.M.JR: It seams eo to me. 

MR. GRAVES: I apparently have been by-passed as 
to same of these telegrams. 

H.ll. JR: Outside of the one ,- there ie only one 
other that you haven't aeenf 
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KISS ELLIOTT: I would think there are a good m•nv 
he hasn ' t eeen. -., 

MR. ODEGARD: I eaw them all in there, and I don't 
think there were more than half a dozen that I aaw 
all together. 

KR. GRAVES: I have seen more than that, 

Theee telegrams haTe come to 7ou? 

KR. BELL: No, the7 go t o Gamble, are distributed 
to 7ou fellows, end then wind up--

KR. GR.i VES: Where? 

MR. BELL: ••• the7 merel7 wind up in mT office 
after the War Sevinga Staff hae eeen them. 
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MR. GRAVES: I had better collect tnam, Mr. Mcrgenthau. 

H.M.JR: It seems eo to me . 

•lffi. BELL: The Secretar7 aak:ed m7 eecretar7 to get 
them in a folder after the7 had been eeen. 

KR. GRAVES: There were two eeta of telegrame, 
one went out - the one 70u are talking about - over 
fbur eignature. Then I eent out one over aine; and 
perhape the onee that I have eee~ that were, wi thout 
exoeptio~favorable, were the onee answering mT own 
telegram. 

B.li.JR: Well--

KR. GR.lVES : I will get th•· 

·H.K.JR: I can' t read th.m allJ it i a iapoeeible. 
I don't bne the time. aat, I called tbie meeting becauat 
I eeneed that the7 couldn't all be favorable. Therefore, 
I aeked rou - that i e what I am aaking JOU to do - I aeked 
Kiee Bll ott yeeterdey afternoon whether abe bad eeen tb .. , 
and ebe eaid that abe hadn 't, ao I aak:ed Kr. Bell to· aend 
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them up to htr. I want than kept in ont place so that 
whenever I want them the7 are there. It eeeme to me 
70u had better get buay this morning, 

liR. GRAVES: I will get them. 

liR. BELL: Tba t 1e one from Tom HuR)lea. That cue 
in last night, (Telegram handed to the Secretary, ) 

H.M.JR: Of course be never ebould have been 
appointed. 

YR • . ~: While he is against it, be sa7s that if 
the decision ia made he will cooperate. 

B.K.JR: Ht ehould never have bttn appointed. 

liR. BELL: There is one tel egram I recall eeeing 
that recommended to tht Secretary that he reverse the 
process and put the whole matter of selling securities 
under the War Savings Staff instead of under the 
Federal Reserve setup. 

MR. ODEGARD: Who ie that? 

YR. BELL: I don't remember the name. That may 
have been Iowa. 

l oO 

KISS ELLIOTT: Three, I think were wi lling - feel 
it ie neceaaary to have thie for the April drive, ae I 
interpreted their mtseagee . They feel that it ia imperative 
to put the whole program under, insofar as the details 
within the State - not eet up a Treasury War Finance Com­
mittee in the State! but let that go .through the State 
adminietrator'a off ct and use the same facilities and 
all work together there, but let the direction come from 
here ae to the WIT the7 will work together, which aeems to 
at ia a vePf good idea if we are not going to have con­
flicte in the Stat••· 

I feel ver7 dtfinitelJ, ~r. Secrttarri after reading 
theee telegram• And thinking about them a ong time, that 
it ie almoat imperative that the State adminietratoPt have 
tome absolute aseurance that this is not developing a 
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trend in the direction of abolishing War SaTinga, I 
think it ia going to be easy to get that acrose to 
them. 

H.~.JR: Well1 I don4 t want to say an7thing more, 
but, I mean, a meeting like this shouldn't haTe to take 
place. I htTt to puali you fellows to look after your 
own State chairmen and State administrators. 

MR. ODEGARD: Wr. Secretary, none of this material 
baa eTtr cane to me, either in routine--

H.V. JR: Look, I can't be office boy around here, 
and I am not going to be office boy. I mean, I am fed 
up on being office boy around here. I haTe Harold · 
GraTes, I htTe you (Odegard), and I baTt Gamble. You 
are all Tooel, you ell b&Tt your feet, you ell can get 
&round, Thert ia • telegraph roaa. I am not going to 
deliTer the telegram• peraonelly. They art there, and 
I cannot be offiot boy. 

WR. ODEGARD: That ia quite right, air~ 

· H.li.JR: I juat can't do it, I knew aanething ns 
wrong, and I am not going to h&Te thia thing crumble 
under me because aaatbodT doesn't want to get bua7. 

How, if 7ou want to see this thing crumble, O.I., 
but please tell me . 

WR, GRAVES: I certainly am 
see it crumble, Mr. Morgenthau. 
see it crumble . 

B .~.JR: All right. 

the !eat man to want to 
I want anything but to 

WR. GRAVES: I auppoaed that Mr. Bell was showing 
you these telegraae. 

H.li. JR: »7 gawd, if I can get th• !rca lil'. Btll ' • 
office and if Ptttr wanted to aee them JOU can aek for 
them, Peter, juat the wt7 I do, 

lffi. ODEGARD1 Tbtt ia right. 
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H.M. JR: I mean, you can cane back at me - it is 
only fai r. You coul d take the initiative and say 
~here are those telegrams?" You knew they went ~ut 
You collaborated in writing t ham . You knew they wouid 
be back Thursday, and here i t is Saturday. 

KR. ODEGARD: That is right. I did see sane of 
them. Jl didn't see all of t hem. 

H.K.JR: I mean, let'e all c&l a spade a spade. 
If there ia a movement here right under my feet to let 
tbia thing crumble because it isn't going to be looked 
at , I am entitled t o know i t. 

Now, what about it, Harold? 

MR. GRAVES: There is no such movement . 

ll .lf. . JR: Harold, ;you are sitting there not doing 
anything about it . 

MR. GRAVES~ I didn't know ;you wanted me to do any­
thing about i t. 

H.M. JR: ~hat is the purpose of sending them out ? 

KR. GRAVES: As I said, they were in Yr. Bell ' s 
banda. I assumed be would be showing ;you these telegrams. 

B.ll. JR: I mean, the purpose of 'sending tbw. out ia 
to give t hese fellows a chance to come back at me .- come 
back at you . And now the;y have come back, and of ~curse, 
some of them are dissatisfied. There ie the quest1on of 
explaininf it . I have been working with Bell on these 
bade pres den ta . They mieunderstood a anetbing, and we 
got buey and we have taken care of it -we explained it . 
But we have aeked ;you (Buffington) what your people -
if there wu anything to do, and you told me it was all 
right, didn ' t you? 

lffi. BUFFINGTCfi: Yea . 

l62 
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H.K.JR: Have you aeen your telegrame? 

MR. BUFFI NGTON: Yea, air. 

H.ll.JR: Ia allJ'bod,y there, George, that anould.n't 

MR. BLTFINGTON: I beg your pardon? 

H.M.JR: Ia there something that I should do? 
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MR. BUFFINGTON: There are one or t~ still interested 
in not having t he comndtt~e operetion - would prefer 
having it with no committee formalized, but they ell 
understand you decided that. 

B.U.JR: If I am unfair, damn it, come right back 
at me, but this is serious stuff. I mean, you peopl e 
keep telling me we hcve taken so long to build 1t up 
and here it is - all right, a telephone oall from one 
of you three people here, i ncluding G1111 ble, or if 
'necessary, a telepllone call from Bell, ca.n explain some 
of thie . That h all I have been doing for two weeke. 
But unless somebody brings it to m1 attention and rube 
my nose in it, I don't see .by I ebould have to take the 
initiative. 

lffi. BELL: Apparently there ie a mieunderetandiag 
along the route becauae I haven't read th .. all. I 
tried three time• tc read them and haven ' t gotten through 
the . I assumed t hey were being analysed by either you 
(Graves) or GilD bh, and then they were coming t o me 
for holding unt il such time as the Secretary might want 
to call f or them. Apparently tba t .hun' t been done. 

H.W.JR: \here do we go from here? 

WR. GRAVES: 1 will get these telegram• from Wr. Bell 
and make an analysis of thea. 

H.i.i . JR: I would like Peter, if you would read 
them. plea se. 
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MR. ODEGARD: I would like to Tery much. 

H.Y.JR: And Gamble read them. 

YR . GRAVES: I suspect he baa. 

H.ll.JR: And Win Elliott read them, anl t nen if 
you would do eometning about theM today; and then ~ 
you ne.ed me, or need Mr.' Bell, I am uailablt. But 
don't let's let this thing crumble because nothing is 
done about it. 

Am I unfair, Harold? 

YR. GRAVES: Well, no, except that, aa I sew, I 
assumed that Wr. Bell was going t o take up with you 
all t he answers to your telegrams. 

H.M. JR: Well , I don ' t want to go over i t again, 
but I can't understand why you and Odegard - Peter -
should assume that . 

Now let's - eo that the responsibility for seeing 
that these men and wOUien are kept happy r.eets first 
with you (Graves) and then also wi th Peter and Miss 
Elliott and G8 mble. Right? 

YR. GRAVES: Right . 

H.i.JR: Will you four people accept i t? 

1iR. ODEGARD: Sure . We wi!l try \O k"P them happy. 

H.W. JR: Well, I mean, I am here - I am avai !ab.l.e. 
You can go after me. 

MISS ELLIOTT: Mr. Secretary, may I ask thie ques­
tion here, to clear up one thing. I think I underata~d 
it perfectly. There la nothing in thie plan or ~n tbia 
move, and so forth, that in any way ou~t to be lnter­
preted as a aoTe to destroy tar SaTinga Stafff 

H.lf. JR: Let me answer that. 
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MISS EI LIO!T: I mean the a~;icy of the voluntary 
savings program - the whole fun ental policy. 

H.U.JR: I will attempt to answer it, and you keep 
queationin~ me until you say you are ei ther satisfied 1 

or not sat1afied. 

This is what ia in my mind; I think I have told you 
people - if I haven't, I have been neglectful - that I 
was looking for somebody to come in here to help us 
at the top .- who would head up this thin.g under Bell 
and me. I think I ' have such a person; I will know 
K~nday. We were foing to combine these two organiza­
tlona for the Apr 1 drive under compl ete authority in 
the field of the presidents of t he Federal Reserve Banke 
who would be responsible to me . To one aide would be 
pay-roll deducti on, but in the· field for this drive, each 
of the presidents of the Federal Reserve would be the 
bose in his district. What we are going to do after 
April, I don't know. 
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Now, one of the reasons that I don ' t know, is t~t 
I don ' t know what ia goin~ to happen to compulsory sav­
ings. I don ' t know what 1s going to happen to deduction­
at-source. But I do want, and I feel that there is rca& 
i n the United States for a volunteer plan of buying bonds. 

UISS ELLIOTT: That is what my question implied; 
whether or not--

H.M.JR: And my own feeling ia that even though 
there ie deduction-at-source, even though there ie com­
pulsory savi ng• there still will be a place for a volun­
teer plan. Aa ~omebody was talking to me last night -
I can't remeaber Who i t was - be was saying - they were 
explaining to aoae Frenchmen, or something, that t here 
were fifty million people in this country that bought 
bonds on a volunteer baaia, and they said if that could 
be gotten across to the peopl e in EUrope - I know who it 
waa - it waa the finen ci&l adYhor to the Papal delegate -
Sullivan was telling me - or Swiaa. He waa telling him, 
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and he wouldn ' t believe it was so. He was asking 
·~ouldn ' t there be repudiations--" and all that. How 
can there be when there are fift;y mlllion people? He said 

"If that could be gotten across, nothing would convince ' 
them as t o the aoliderit;y of America as much as that.• 
He seid he ~entioned it around - Sullivan - but he 
hadn 't gotten anywhere. 

All I can tell you is I still believe in it . I 
am trying to do an organization job because we have 
such a tremendous selling job. I still thlnk t here will 
bee definite place - and should be a defini te place -
for volunteer buying of bonds. 

If I haven' t satisfied you, ;you question me es much 
as you want, 

MISS ELLIOTT: Tba t i e the a newer I wanted, becau sa 
there are some people who interpret a change of this -
and sane of t hese telegrams ind1cated tha t - that is 
wny I ttink it is imperative t hat it be understood~- t 
you atiH feel tb.at as a Treasur;y policy we should have 
thls voluntar~ a~vings progrem , now. Of course, what 
Congress will ao, that, of course, ia in tbe lap of · 
the god a. Nobod;y knows ...-nat the;y may do as far as 
legi alation ia a> ncerned. 

H.M.JR: I have said that conaistentl;y, and Harold. 
knows, I was very hesitant to baT& the ·Kill au Cit;y meehng 
I can' t remember the dat e of that- -

MR. GRAVES: October 2 6. 

B.M.JR: On account of what might happen, an~ I 
wanted to be fair I was ver;y reluctant to beve 1t as 
far bac~ as that, 'because I said, "I don't kno! wnetber 
it ia fair to go out end talk to tuese people. ~aen 
I came over to tel k to the women I was reluctant be­
cause I didn • t want to tell them one th ing a.nd have 
some~h~g else happen. 
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But the only reason I got excited and angry this 
morning was, I think it would be the best answer to any­
body, 6ecause, damn it, I want to keep the War Savings 
organization goin~ end I get mad when I see that the 
people are disaat1sfied and you top people don 't do 
something about it. 

Now, bow could you gat - if I didn 't feel that way, 
why would I get angry? If I didn't care, I wouldn't 
get angry . It seems to me that IllY own spontaneous re­
sponse this morning to what I considered was neglect 
is the best answer that you get that I want to keep the 
organizat ion going. If I didn't care, I wouldn't get 
angry . 

Is tha t a good i nterpre tation, psychologically, 
or is it not? 

MR. ODEGARD: I think tha t is very reasonable. 

H.U.JR: Sincerely, I mean, if my innermost--
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YR. ODEGARD: Certainly, if you didn't give a d8ll n- ­

H.!.I.JR: If my innermost thoughts weren't that I 
wanted t o keep it, would I have gotten ~ad? 

llR. ODEGARD: I sho~ldn' t think eo. 

H.M.JR: And my stocacb hadn't dropped: either- I 
mean that is my spontaneous answer. I don t know how 
I co~ld give you a more honeet raaponee. I don't want 
the thing crumbling between my fingers . 

So that is t hat. If you would get thlllll all - I 
don't know how they are r outed - for a ·~hila everything 
went to Mr. Gamble . I don't know, but certainly they 
are available if they are asked for . 

MR. GRAVES: I will ge t t hem. 

Regraded Unclassified



- 1 -

Uaba&: J . H. J.yona (Wire &n.s'llered by ll&ro Cl-nt) 
Absolutely opposed. Sees in tllia plan tho destruction of the liar 
SaviDge Staff progrQ. .l.dviaoa about tho SAM procedure as was 
!oUO'nd in Deceobor, 1942. (I have a:reat aclmiration for l!r, 
Clement. I believe he is a real liberal. no believes in the 
voluntary program, On a recent trip to .Uabama, I leamed that 
he tears the 1ntluence and~ o£ certain financial leaders . 
His optniona are worth more~ tho onoa !~Administrators who 
seem merely to agree -without analysis.) 

!!!!.!:! : Em oat Oruenin£ 
No reply • 

.1.11.zona: wm1a:a stuart 
Received uasage. No COJ:I:Ient . 

Arlcanaae: R. 0 . PUc hal 
Yea. No analysis. 

llorthom California: James 0 . Sleythe 
No reply. 

Southern California: Howard D. llills 
!ea. Enthusiastic. 

. .. 
'l'hinks F and 0 Bonds shoul~ be returned to War Savings 
Stat!. Needs these Bonds durina: interia - which 
indicates that be thinks the liar Savings Stat! program 
w1U be continuous. 

COlorado: Ralpb Nichols 
Yea. 1'110 agencies have been wo.rld.ng as a ~· 

Connecticut: Tbocl&a Hnes 
No reply. 

Delaware: Donald Rosa 
Yea. Promiaea complete cooperation. 

District ot Co1UIIIbia: H, L. Ruat 
No . reply. 
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Florid&: i:~ LD.,:~. that l' and 0 Bonds be restored to the liar SaYings Start • 
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Ala-• J . H. z.yona (Wire answered by llarc Cl-nt ) 
Absolutely oppose<!. Sees in t.bis plan the destruction ot t.be war 
Savings St.a!! pro8l"'Jll. .l.dv1.sea about the .... prooe<lure as ....,. 
!ollon<l in December, 1942. (I have sreat admiration tor llr. 
Clement. I believe he 1.s a real liberal. lie believes in the 
voluntary progr11111, On a recent trip to Alabama, I learned that 
he !ears the intluence and~ ot certain financial leaders. 
His opinions are worth more~ the ones trom .l.dml.niatrators who 
seem merely to agree - without analysis.) 

!!!!l!!• Ernes t Oruening 
No reply • 

.l.ri%ona: WUli&a Stuart 
Receivecl ••s"ie. No co:::oent. 

Arkansas: R. 0 . Paschal 
Yeo . No analysis . 

!lorthern CDJ.itornia: J&r.les G. Smythe 
No reply. 

Southern Oalitornia: Howar<l D. l!ills 
Yes. Enthusiastic . 
Thinks F and G Bonde should be returnod to War Sav1.ngs 
st.att. Neede these Bonde durtna interim - which 
indicates that he thinka t he War Sav1.ngs Statt program 
will be continuous . 

Colorado: Ralpll N1ch4l.a 
Yea. Tiro agencies have been woric1J>& as a !!!!!!· 

Con.~ecticut: Thomu H....,s 
No re!'17. 

Delaware 1 Donal <I Rose 
Yea. Promises complete cooperation. 

District ot Columbia: H. L. Ruat 
No . reply. 

168 

John L. Falla 
Yea. De aires that F and () Bonde be restored to t.be War Sav1.ngs St.att' • 
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~orcu : llarion Allen 
Racei ved meaaage . No co..,.,nt. 

Fred H. Kanne 
Yes . (F and 0 Committee out there - not a Victory Fund Committee) 
Better meana of comun1cation ohould be 'I!Orkod out wl.th thom. 

~~ John R. VUey 
Yes . No analysis. 

Ulinois ' Horman B. Collln.s 
Yea. (Calls attention to fact that President of Federal Reserve 
1a not in fa't'Or.) 

Indiana: Buaene C. Pulliu 
Yea . llants plan adopted for all 1'inano1ng for tha duration. 
l.!essage aeCII!IS to indicate that ha is not in favor of continuous 
War SaYings Staff program. P~ll SaYings will continue wl.thout 
a liar SaYings Staff proiDOtion progr.., . 
Advises that this i s the op1n1on of t he entire War SaYings Staff 
in the Indiana office. 

~ Vernon L. Clark 
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'lrUl cooperate, but not in favor of plan. Bolioves it wl.ll kUl tho 
Iowa a tate program in War Savinaa Stat!. 
'll'anta Victory Fund Committee and War SaYings Staff botb under his office . 

Victo17 Fund Co=ittee - sell special issues. 
War Sartne:a Staff - sell E, F and 0 Benda . 

(His op1n1cn is valuable . One of t ha beat oraaniaed atates in tbe war 
SaY1nga Stat! . It would be a g:rea t bl"" 1! YOlunt&%7 savings ware 
discontinued. Clark and bia a.saocutea have dona an excellent 
educational and aellina job in Iowa.) 

EYan Griffith 
Yu. Two aganoiea have been working together. Suggests J.AA and 
other farm organizations on the committee . 

Kentuo\cyr Ben 'filliwon 
Yes . No analysis. 
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Louial..ana 1 Leon 0 . Tujasue 
Yes. llo cOJICienta except willi.ogtlesa to cooperat<o. 

~I Clinton Cl.auaon 
Yea . 'Kill cooperate . No analysia. 

!,!arylend1 Walter Ruth 
Yea. No analysiS. 

!.!AS!14Chusettal D. J. Doherty 
Will cooperat<l in .l.pr11. Thinl<a it illperati ve to make i t 
clear that War Savings Stat! will continua to be cl1rected by 
the Stat. .t.dminl.Stratora or the War Savings Stat!. 

llichigan 1 Frank N. Iabey 
Yes. llo analysis. 

1J1nneaota1 .t.rthur Re)'llolds 
Yea. No analysiS . 

Uississippil Eugene Fly 
Yea. Desires E, F and G Bonds allocated to War Savings Staff. 

t!issouri1 Dan Nee 
Yes. llo analysis. 

!Lantana 1 W, H, ll&rtl.ay 
Yes . 01vea approval ot pl.all . 
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Uebraska1 Leen J , llarldWII Will cocperat<l. llessage indicates he think• that th1a is intended 
aa a pl.all to kill war Savings statr. Critical or plan. 

New llompshirel 

Does not think volunt<lara can or should sell special 
securities . Does net think Victory Fund Committ<les 
-.ould sell E Bonds . Not interested. ln reality, be 

favors December plan· 

Winthrop Cart<lr 
Yea. Believes the new sat-up will help War SavingS statt 
Program. 

Regraded Unclassified



uew Jersey: John R. IWlninC 
Teo . No analYsis. 
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!low lloxico: Steven P. Vidal 
Yes . But state should be under ~ Federal Reserve Bank President . 

Hew Yorka R. C. Pattsreon, Jr. 
tlo com:ooent. Raeommends Walter Oi.ttord National Sales Director. 

~:orth Carol ina: Charles H. Robertson 
Yea . No co=ents, except preparins liats to put plan into 
operation. 

t:orth Dakota: R. R. Wolter 
Teo . llo analYsis. 

Ohio : Roy D. J.:oore 
No reply. 

Olcl4homa 1 H. C. Jones 
Teo. No analYsis . 

Oregon: DaVid !!coles 
Teo. No c_,nt except willingness t o cooperate . 

!'ennsyl nna: Benj&ain Ludlow 
Tea. tlo anallois except general aaroaent with plan. 

Rhode Island: Roderick Pl.rnio 
Bolirtes in unii'ied cOIIIll&nd. Wants a atata 'f&r Finance 
Coalllitteo - not regional. Oppoaos hlvl.nll federal Reserve 
Bank President direct Rhode Ioland (State Rights). llo 
conflict in Rhode Is,land between ll'ar Savings SWt and 
Viotory Fund COJIIIIIitteoa . 

Sout h CaroliM: 'II. P. Bowers 
Too. Will cooperate . No analysiO • 
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South Dal<ot.t.• Cbarlee .l. ChrUtophereon 
Yeo . WUl cocperat.e. No analyai.l. 

Tonnoaeeet Jo OibaonJ Jr. 
Yeo. Seellll contueed, e1nce he statee tbay will continue E Bonds 

~I 

and Payroll Savings program. 

Frank Scofield 
tro reply. 

!!!!!:!• Charles !Iabay 
Yeo . No analyai.l. 

Veroont• Fred C. ll&rtin 
WUl go along with plan. I • contueed. Re th1nkl this lllt!&nS 
aboll..lhing War Savings Stat! provam. 
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Virginiao Robert F. Nelson 
Yeo. Two agencies have been working ae a unit.. In April campsign, 
& Bonclo ehould be emphasized . --

Washington • Saul Raaa 
No reply. 

Wast Virg1n1!1 E. R. Yowb~ 
Raceind 11188Sage. No anal.J'81a. 

lisconsin• Prank Kuhl 
Yeo. Han been working as a ~· War SaYing• Stat! and Victoey 
Fund combined. 

\!yoaoingo .l. E. Wilde 
No reply. 

• 
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ANALISlS OP AIISIERS 

A. .Utin>ative answers: 

19 - Agree with plan, but give no indication wily they agree. rt 
these people should hear that some people think the War Savings 
Statf might be deetroyed by thio change in technique, I am 
not sure what their answers would be. 

a. .Utimativo anawere with reservationa and couent8t 

4 - Agree to plan, but desire P and 0 Bonde &ivan back to the War 
Sartnga Start. 

4 - This wUl not chango their policy, sinc:e they have united with 
Victory PWJd Co.:dtteea in the finanoin& wor!<. 

l - Aa:reos, but wante this J.pril plan to be peraanent. 

l - Will cooperate, but believes it C18&ns the destruction of the 
War Savings Start program. 

2 - Agree, but believe it wUl kill War Savings Staff proeram. 

l - Agrees, but interprets the plan to moan that the War Savings 
Staff is abolished. 

l - Agrees, but thinks the Secretary should make it clear that tho 
War Sa'fings SWf is to continuo. 

c. Nesat ive, 

l - J.boolutoly opposed to plan. 

D. No opinion• 

2 - SiJIIIIl¥ aclalowledge reeeirtng the 118Sslll•· 

E. No meaaqee (l'<lllll 

• 
Northern California ) 
Connecticut ~) 
Ohio 
Tex.aa 
WuhinSt.On 
.Uaaka ) 
Dietrict of Columbia ) 

Thooe are very important states. 
Their reaaona for not ennoring should 
be known. 
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The number agreeing without anal.y81s is not encouraging to ""'· I 
rear that they are l!.!. people and have not really thought thie through. I 
would give more wel.ili{ to their etate:aents U they had given reuona tor their 

answers. 

We should not ignore the replies with reservations. These ..en should 

bo brougbt into llaahington !or a conference. For example, llr. Clark, who baa 

done one of the beet organizing jobe in the countey, may see dangere in this 
that are real. Those men are nearer to the public than ,., are, and they know 

What the m&ct em the morale of the people would be U suddenly they learned 

t!>at the voluntary prograa 1a dead. 

I would give more consideration to the opinions or Clark and Cle.,ent 

thon I ..,uld to Pulliam. Clark and Clement are willing to do a hard job, and 

thoy believe in the War Savings Staff policy. I have never thought that Pulli4111 

did believe in it . 

I continua to think that it should be made perfectly clear to the liar 

Savings Staff o!ticiala in the etat<le that the Treasury bas two financing 
progra:os-one to secure the neceeeaey billions tor war expenses, and the other 

to spread t he debt and to give ao1llions o! people an opportunity to assiat 
(aocording to their ability) in financing the wnr. .Uso an opportunity to 
build up a reserve !or the future. I t should be made clear that both progr""" 

will be continued (unless Congreea kills War Savings Staff ) and that this change 
in technique does not mean that the Treasury plans to drop the liar Savings 
proaram. In rq opinion, it will be a veey easy thing to spread the !oar that 

the people are to be depriTed o! the oppcrtuni ty to bUT Bonds. 

There ie a growing feeling in tho Washington stat! that the War Savinge 

program i s to be abandoned. This can be controlled if they are Baaured that 
•of!>Uo it may be necesoaey and expedient to change tho e~achinery of procedure, 
that thia doea not mean that the secreta,. or the Treaaury desire• to kUl the 

lar Savings program. 

I think it 1a important tor us to rnaber that ~hue .,..eages have 

co-"' from men who have not baci th• benefit or all the discussion whlch baa been 

aoina on here in the Washington o!t1ce . 

•• 
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Operator I 

IIIIJrz 

llellon 
Rooketeller 1 

IIII.Jrz 

Rl 

IIII.Jrz 

R: 

HICJrz 

R1 

IIII.Jr: 

R1 

HICJrz 

R1 

HICJrz 

R1 

1D1Jr 1 

Bello. 

lleleon Rooketeller. 

Bello. 

Bello, Kr. 8eoretal'J, 

Bello, lleleon. 

Bow are 1ou to~t 

J'lne. 

Ooo4. I oUltd baok to let J O'U k.Dow tbat 
atter eoae ''ferJ nioe talke on the phone v1 th 
112'. Well .. ed Kr. - and the Allbaeeador, 
lpraille Braden •• •• 

Yee. 

•• •• tbat we sot our aen ott laet tueedaJ . 
!beJ're down in Cuba now • ••• 

Oil, reallJt 

.. . . woJ'k1AC on thie e1 tua U on, and ve lllould 
lla'fe a report t or J OU, v1 th the vbole thins 
prettJ well Ol'Jitall1&14, bJ earlJ nut week. 

Oil, JOU aent aoaebo41 downt 

Oil Jeall, we'•• sot two aen down there; lett 
here tu .. ~; and theJ'•• b .. n there now thfte 
or t oiiJ' ~e • 

• 
Vondertul. 

8o t11a t ve' re so1ns to lla•• th1,11, and I want 
J OU to know how auoh ve appreo1ate J OUr 
1ntereat aDd help 1n it. 

Well 1t - 1t aoaethinc ooa .. out ot 1 t, J OU 
and i•u ba'fl to take - co down there e4 
\de the tint aa1lboat r1de. 
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HIIJJ'I 

Rl 

HIIJr: 

R: 

BlUr: 

Rl 

HIIJr: 

R1 

HIIJr: 

Rl 

BlUr: 

R: 

RI&Jr l 

R: 

RI&Jr: 

R: 

ID&Jr: 

- 2 -

(Lagcba) 8o7, and tbara 1 re a lot of tiaee vhaa 
I'd lUte \o be in a N1lboU too . (wgcbe) 

Can JOU get the ansineet 

Well, 1 think we oan. We fil'lt - we '•e - vhJ, I 
hope we're going to get twentJ ensinea of a little 
hea•ier horee-power thoalb than tor tibiae boate. 
We're planning to build lortJ boate in Brazil. 

Ob. 

Pi•• hundred tone. 

Well, that'• good. 

And the Brazlliana oan u.ke u .. a enc1nea • .•• 

Oh • 

•• •• tor twentJ of thea. !beJ'•e got a production 
oapaoitJ down there - whioh tb17 will uee - and 
build thea and uae on our deeign but tor their own 
aoooant. 

Will theee be ri•er orattt 

lo, theJ'll bl ooaeUl boate. 

Ooutal boate. 

Yeah, ooaetal treigbten that will 4o about ten 
n ote. 

Ob, woadertul. 

Wbloh ian't bad. !beJ 11'1 prettJ - prattJ baDdJ 
aad thiJ OlD kHp oat of enbaariDe daDIII' bJ - bJ 
plJ1DI along the lhorl. 

Well, keep ae poeted, will Jo•t 

You bet 1 Will. I Jalt wanted JOU to ltno~ oD tble 
oae aD4 - and thank• e•er 10 avob, and 1 11 let 
JOU 1kDOW whiD thell fellOWI OODe blolt. Perbapl 
JOU'd be w1111DI to epeDd I a1Date OJ' two •••• 

I'd lo•e to. 
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R1 •••• 'o sn their repor, . 

HMJr1 1'4 loYe ,o. 
Rl Oltq, 

SIIJ l' I 'l'banlt )'O U , 

R: Tbanlta loa4a. Ooo4b)'e. 
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FINANCING 

Present : Mr. Bell 
llr. Graves 
llr. Goble 
¥r. Buffington 
lir. Odegard 
Mias ~.Uiott 
lira . K.J.ots 

Februa~ 27, 1943 
1~:00 Ill. 

B.K. JR: V.h.at I want to say is this: Graves and 
I had another talk, and he and I both miaunderatood 
wnat the other person wanted. He felt when I had 
these people in here a week or t en d&¥s ago and told 
them to go &bead by groups, that he and tiuffington 
would, eo to speak, keep out of i t. 

You heard the explosion thie morning, and I want 
you to get the aftermath now. ~ 

He thought he was to continue letting the people 
alone. That wasn't my understanding and I felt that 
I couJ.dn ' t understand why he didn ' t pick up and heJ.p 
me with t hese people. He said he didn't understand 
that that wae what I wanted. I can see Wbere he thought 
that Be!J. was going to do this for me. So I can see 
where Harold could understand that, because I didn't 
apeo1fioaHy sq, "':.hen these people go back I want you 
to continue a1 is . • 

But we underatand each other now, and I have asked 
Harold to fee! it hie reaponeibility, plua the assia­
tance of the rest of you; that I am looking to him in 
the f i rst instance to aee tl1at the War :>avinga organisa­
tion givee me every poasible assistance in 1el!ing theae 
aeourltie• in April. And Harold said he would. 

(Klea El l iott entered the conference.) 
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H.M.JR: I will go through it again. Graves and I 
had a talk since he wae in here this ~orning , end ~raves 
was under the impression that when I asked him and 
Buffington to leave these four di1triots alone when they 
came here ten daya ago, and let them make up their own 
minds, that that order carried over and therefore he 
has scrupulously not ta.UCed to any of the State chairmen , 
to leave the~ alone to make up their own minds. 

In~ own mind, I was looking to him, after this 
telegram went out, for suggestion• to aee that these 
people were to be kept happy. We now understand each 
other perfectly, as we always have, and following ~ 
rule, I never let the sun eet on any misunderstanding. 
I had him come in here . Now I have asked ~raves that 
from now until the April drive i• over, woUld he take 
it as his personal responsibility, and continue to take 
it as his personal responsibility, to see that the l•ar 
Savings people help me put this April drive over. He 
hns agreed to do it . 

Have I stated it about right? Any amendments? 

14R. GRAVES: No. 

'H,Y.JR: I wanted you t o get that because ;you got 
the other . I can aee where •• could misunderstand each 
other. 

If there is an;yt~ing out i.n the field, where any­
body is sour, ;you will straighten them out, and so forth 
and eo on. 

14R. GRAVES: That is right. 

H.M.JR: Now, having gotten baok on the track with 
Graves, the same thing applies to ;you, George. 

14R. BUFFINGTON: O.K. 

H.Y.JR: I don't know whether you ml1understood 
:~~e or not. 
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lffi, BUFFINGTON: I didn ' t misunderstand, I talked 
to e?ery executive manager - not the presidents - having 
the feeling that Mr. Bell •as keeping in touch with thm~, 
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H.M.JR: Harold and I had an honest misunderstanding. 
Now we are all right . 

How about you, ~eter? I mean , will you work? 

MR. ODEGARD: I understood all along that the ~ar 
Savings organization would do e?erything possible to 
facilitate the April dri?e, 

H.~.JR: But how about - I want to count on you now, 

Ilk. ODEGARD: You can alwqs do that , .llr. Secretary. 

H.Y.JR: and Gamble - I am not asking you, Miss 
!~Hiott. 

Graves has been responsible, and he is responsible, 
and will continue to be responsible tor the \\ar ;)avings 
staff to me, and you who are working with him, I hope, 
do likewlee. But I mean, I han had the sort of feeling -
I mean, there h.aa been a sort of misunderstanding on thil 
thing. 

Then we will go through - we get this thing, when 
this man comes in - if he does come in - we expect hila 
in Konday, and we will get that thing straightened out 
and han another talk. I don ' t nnt to bring up another 
thing; one thing is enough at a ti.me. 

Now, Harold, you are all right? 

Kit. GRAVES: I am. 

H.K.JR: Does anybody else have anything on his 
mind that will keep us from all putting our shoulder• 
to the wheel and putting this dri?e over? If so, let's 
have it . 
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YR. BUFFINGTON : Will there bt an opportunity 
llonday at this meeting of Fed president. to clear in 
their mi.nds how they will work for this period of the 
drive under this new leadership of this man? 

H.M.JR: That is the llhole thing. 

MR. BUFFINGTON: Because they are all raising those 
questions. 

H.U. JR: \Vho'l 

I.IR. BUFFINGTOI : How this thing ie going to work 
out for the combined funct ions of the two organizations. 

H.ll.JR: Well, these fellows are coming over here, 
these twelve presidents, to have lunch with me Monday, 
and certainly in the !lind of ::.Proul it is straightened 
out. He is at last straightened out. 

MR. BUFFINGTON: I haven't talked to him. 

H.M.JR: I have. I got a te legram from him. So 
ie Hap Young. 

WI. BELL: WU!iams, too. 

H.lt. JR: So they are all rig)lt . 

l&R.. BUFFINGT<Jf: You just said that Harold ~raves 
had, and would continue to work with the War Sav1ngs 
Staff ana report to you. How--

H.Il.JR: Well, that wasn' t exactly - most likely 
it won't be just like that. 

YR. BUFFINGTON: The only reason fo r raising that 
question, I was thinking again of the position of these--

H.M.JR: It won't be like that, but I wanted. to 
get this t hing straightened out . I mean , the off1ce 

-·-----

l 81 

Regraded Unclassified



- 5 -

let's put it this way; whoever is attached to m.e - the 
Office of the Secretary of the Treasury - has got to 
look to somebody in the •ar ~avings Staff to keep thea 
going, and we are going to look to Harold Graves. 

Now, if I take on new appendages, that is that , 
but he is part of the Office of the Secretary of the 
Treasury. 
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IL! . BUFFINGTON: The only reason I bring tllat up - ·• 
to a man , tney aL! say the time ia getting awfully 
abort , and there is a lot to be done; they are getting 
restless wanting to get the anewer. 

H.U. JR: Nobody knows it more than I. Nobod;y has 
worked harder than I , m1d we will set the date Uonday. 
I t may not be April 12. If they don't think the;y can 
get ready April 12, we will make it April 19. There 
is nothing sacred about April 12. 

One of the things I will ask you (Bell) without 
our doing a banking thing first, how !one can we go 

into AprilY I don't want t o do that oanx thing first; 
I tninx that is bad. 

'ffi. Bt.L.L: You do'( 

H.l.I.JR: I don't mind doing it r;ithin tbe drive, 
but I don ' t want us to have a big issue outside of the 
drin. 

loiR. B.KLL: 
well tied in. 

· right into the 

H.M.JR: 

The way we planned it, it wi!! be pretty 
It will be before, but it 11·ould run 
drive. 

I will see ;you Monday morning? Would )Ol le reeey? 

Jo!R BELL· Yea. \\hat we are planning to do ia to 
have a ~eting in my office at eleven o'cloc~ Monday 
morning with Bob Rouse, Piser, and George Haas, to go 
over the buket aa to 'llhat we ought to do. 
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Then we thought that you ought to have an Executive 
()pen Warket Colllllittee meeting Tuesday afternoon to get 
their views on it . 

H.M. JR: Will they be here? 

MR. BELL: Yes , they are going to be here. The 
Executive Committee will be here all day Tuesday. They 
have their elections Tuesday morning. It is their 
annual meeting. 

Then after your luncheon Konday, I tho~t I would 
take the Federal HeserYe presidents at two o clock and 
go on for 111 hour; then you can take them at three, if 
that is what you planned. 

H.loi.JR: I have got this Ldoy ::iral.th and Henry Bruere 
at three o'clock Tuesday. I can shift them around in 
the morning. That is all? You won't want me Tuesday 
morning? We will just shift this around. 

J.IR . BELL: I wn 1 t--

H.ltl . JR: You won't need me Tuesday morning? 

IIR. BELL: Tuesday morning - it is Monday morning 
I am going to be--

H.W:. JR: But you want me to take the Open .l.larket 
Committee at three o'clock? 

MR. BELLI Three-fifteen, if you can make it. 

(Lt. Co.dr . Stephens entered the conference . } 

H.K. JR: When does that train go, if we go by train? 

LT. COKDR. STEPHENS: Five-forty, sir. 

H.l!. JR: Do you want an Open .llarktt meeting? 

MR. BELL: I think you ought to have one. 

183 

Regraded Unclassified



- 7 -

H.M.JRz Then it will haYa to be two-thirty. 

lffi, BELL: I am trying to get necything dom eo 
you oan make decisions on the points. 

H.M. JR: This LeRoy !>'lni th and Henry Bruere - who ie 
J,.e Roy Smith? 

184 

LT .COLIDR. STEPHllNS: Bruere made the call. He ie 
the president of the lnYeataent Bankers, I think. I haYe 
a note outside. I think he is affiliated with the Uutual •• 
Banks. 

!lR. BUFFINGTON: !tutual Savings. 

H.W.JR: Let ' s ask Bruere to let that go over for 
a week. Tell him that I am on financing and will be in 
much better shape to talk to him a week from Tuesday. 
Then have the Open Market at two-thirty. 

(Lt. Comdr. Stephens left the conference . ) 

MR. BELL: I don't know whether you want to eee the 
subcommittee of the ABA, which also advisee you on market 
securities, or not, but that could go over until you get 
back. 

H.M.JR: I am· going out to lCansas fo r a breath of 
fresh air. 

Now, ia eYerrbody all right? I am al l right. Is 
evecybodr else all right? . 

MR. ODEGARD: I am a little puzs!ed about one thing -
Kr. Grana will be vecy angcy if I raise it - and that 
is the question of t cying to reso!ve certain questions aa 
soon aa possible so that the promotional material, adver­
tising cop1, posters, and so on, can go forward ; we ~re get ­
ting closer and closer to deadlines, which we will m1as . 

H.M.JR: He doesn' t look angry. (Laughter) 
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lffi. BELL: 'lie have also got the eame thl~ on the 
other eide. Me have posters and other things lD the 
mill which this fellow will have to make some decisions 
pretty fast on, after be gets hla feet under the d.esk. 
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!lR. ODEGARD: I meant that, Dan, because we aimpl7 I 
can' t operate independently as two separate organizations 
on this becauae there ia a limited amount of space, 
limited amount of ti.~e, and ali the rest of it. 

MR. BELL: Better get together next week on it. 

H.M. JR: Viall , it the;y find, after listening Mondq 
and Tuesday, t hey haven't got t ime , we wi!l postpone the 
thing a couple of 1•eeka. I don't want to . 

MR. BELL: I am read;y to t alk to you Kondb;)' morning 
any time between nine and ten if ;you want me t o, just 
to give you a picture of t he financial situation. I 
could do it in five minutes. 

H.M.JR: You compliment me for my intelligence. 

1m. BELL: No, I think it is rather simple. (Laughter) 

H.M. JR: I am glad the ice ia broken. ~e needed 
a l augh around here . 

)ffi, DU.Lt If it weren't simple I couldn't give it 
to you in five minutea. (Laughter) 

H.ll. JR: Don't ;you people thi.nk that I haven' t bad 
to make up my mind on more deciaiona the J.ast two or 
three weeka - and if I am wrong it ia a bundre~ per~ent 
H.li.Jr. and I realise it. Don ' t think I haven t we1ghed 
these thing• oarefuH;y. But for bette; or worse,. I 
had to make up my mind; but I never wughed an7th10g more 
carefu!l7, or worked harder on it. 

Thanks for the laugh. (Laughter) 
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THE U NDER SECRCTAAVOF'THE TFUA.SURY 

W AaHINOTON 

February 27, 1943 

Memorandum on Meeting of the Joint Commit t ee 
on Reduction of Non-Defense Expenditures 

T.bur~da.y , February 25 , 1943 

-oOo-

Those present were Senator Byrd, Senator McKellar 
Senator Nye , Congressman Cannon and Con~ressman Tabor, ' 
a~ members of the Committee . Ur. Lawton of the Bureau 
of tn~ Budget and ~r . Bell of the Treasury were also 
oresent . 

There was first a short executive session to 
diseuse the Farm Credit Administration set-up, on which 
the Committee had held two hearings , and the National 
Resour ces Planning Board , ~he appropriation for which 
had been completely eliminated from the Independent 
Offices Bil l. 

It was decided that tne Chairman of the Committee 
should draft a proposed report on the Farm Cr edit 
Adm inistration matter and circulate it for comment and 
suggested changes to the members of the Committee. 

On the National Resources Planning Board matter, 
Senator McKellar asked that this Committee delay any 
contemplated action as he would like to discuss it with 
members of his Appropriation Committee . 

Ur. Fahey and members of the Home Owners Loan 
Corporation and Home Loan Bank Board representatives 
appeared before tne Committee. The reason for their 
appearing at this time was the act ion taken by the House 
in reducing the appropriat ion of the Home Owners Loan 
Corporatlon from $12 , 000,000 to $8,000,000. Tnere aopes.rs 

fiiiiieii5'i#l be a drive on by outside inter ests to force the Home 
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Owners Loan Corporation to liquidate by selling all 
of its good mor t gages to private interests . Wr. Fahey 
gave testimony for approximately one hour and said that 
the Corporation had originally made one million l oans 
valued at $3 ,481 ,000 ,000 . They had received two million 
apolications for loans wi th a value of $b,OOO, OOO,OOO 
eo that they had really turned down about hal f of the 
apol ications . On June 30. 1942 t here were $1,472, 000,000 
in loan~ outstanding and on December 31 . 1942 tney had 
7~0 , 000 accounts on their books, of wnich 500, 000 are 
being paid on schedule and 280, 000 fluctuate and are 
subJect t o some servicing. Of t his last mentioned number , 
about 30,000 are in foreclosure. Originally tnere were 
aoout lb4,000 foreclosures, va lued at abOut $519 .000, 000. 
There are now something lese than 30,000 foreclosures, 
valued at $221 , 000,000 . 15,000 of these properties are 
scattered throughout the country in war areas which are 
controlled largely by O.P . A. rent ceilings and apparently 
can not be sold without some understandi ng with the O.P .A. 
authorities. 15,000 of the properties are concentrated 
in the northeastern part of the United States, l argely 
New York, New Jersey, and Pennsylvania, where there is 
large unemployment. 

Senator McKellar and Senator Byrd both seemed to 
oe in favor of dir ecting the Home Owners Loan to sell 
its mortgages and properties, taking any loss tnat mignt 
resu lt and getting out of t he housing buaineae. They 
asked Wr. Fahey to supply f or the r ecord a ~reat d~al 
of information. It seemed to me that the informat1on 
they were asking for was not tne kind which would permit 
t he Committee to make a proper determination as to whether 
we should dispose of these properties in this manner. I 
therefore suggested that Mr. Faney supply for the record 
the costa of servicing the various types of property now 
on his books. I assumed it would coat a great deal l ess 
to service the 500 ,000 propert ies whlch are being paid 
on schedule than i t would to service the 280, 000 which 
are fluctuating; and t hat the 30, 000 in foreclosure would 
coat , per piece of pr opert y, a great deal more than any 
of tne others . 
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1 also asked him to supply information as to 
tne amount Congress would have to appropriate to make 
uo def ici encies if the Corpor at1on wer e autnorized t o 
sel l tne 500,000 good mortgagee. Tne Cnairman autnor1zed 
n1m to submit tnat infor mation fo r tne r ecord. 

190 

Tne Committee adJOurned wi th tne underst anding 
tna t it would have anot her meeting on t ne Home Owners 
Loan Corpor ation as soon as Yr. Faney hnd compi led t ne 
int ormat ion r equested . \• 

• 
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TREASURY DEPARTMENT 

INTP 01'1'1C. COMMUNICATION 

DAft 

~ Seoretar7 Morgenthau 

"'0"' Rando 1 ph Paul 

Fe'bru&r7 27. 19~ 

We had &nether aeaaion thia morning in whioh there n.e 

further di10Ua1ion of a plan Terr much reaeabling the 

Ro'bert1on plan. The plan forgiTel the fir1t 'bracket rate 

tor the period Jul7 1, 1942 to June 80, 1943. It &lao baa 

a 10 percent diaoount with respect to the additional unfor­

giTen tax. The au'boOJiaittee ,..., nq intereated in thia 

pl&n, enn IOM of the RepubliG&n JMabera, although no Tote 

waa taken. 

I n.a in!oraed after the aeuion thia 110rning that the 

auboolllllittee wiahld to diaouu oertain teohnical featurea • 

ot withholdi.ng on lfonda7. There h, therefore, no objection 

to "'1 trip to Detroit on Konda7 to apeak before the iconoaic 

Club at noon. Before thie diatinguhbed audienoe of top flight 

banker• I expect to take another crack at the Rual plan Teq 

IIUGh in the nin of the Brooklin •p .. ch. 

#!-

19! 

.. 
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TO 

TREASURY DEPARTMENT 

I NTat>OI"'''C& COMMUNICATION 

Secretary Uorgenthau 

Randolph Paul 

February 27, 1943 

I have just received your message that you 'II'Ould 

like to have sent to Cabinet members and heads of 

independent agencies copy of my Brooklyn speech against 

the Ruml plan, Letters are being written by my secretary 

for your personal signature on Monday. The letters will 

be to all Cabinet members and to the heeds of the more 

important independent agencies as listed in the Congressional 

Directory. If there are any further persona to whom you 

wish letters written this can easily be done by my office, 

We are correcting one sentence on the third page of 

this speech to avoid a slight criticiam made in one letter 

received about the speech. It is merely a matter of verbiage 

but I think it better to rerun this page before sending it 

to other Cabinet members. I am enclosing an additional 

letter sending the new copy to Secretary Knox. If you do 

not wish t o send t his l ett er forward the correction is not 

too important. 

192 v 
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~-tSUilY IEP.-\1\'!!tm r 
Waah1ngton 

(The 1'oll0\'dng address by !landolpll E. Paul, Oeneral Counsel 
Cor the Tronsu.ry, is scheduled to bo delivered befor e the 
Forum on florld A!tairs arranged by tile Brookl;rn Section or 
the llat1onal Cocneil of Jewish Women 1n tile Acadeey or · 
llus1o, llrookl;rn, 11. Y. ; at 11115 a. '"" Eastern '.lar Time, 
VodModay . February 24\1943, and 1s tor raloasc upon 
delivery at that t1rr~ . 

PAY-'5- YOO...QO 't\X.,TIOll 

I hAd tho Op;>Ortunity or rartic1petina in your Fonm" year ago, 
and it wao rl til t;enu.ine pleasure tlla t I accepted yo'Jl' chair:an •s imri­
tation to join you again this :!"&r• 

Scao or you will recall that last year I di,euosed with you the 
Oovernzoont 1 3 cr itical need f or raisin& $9 billion in ad1itional taxes. 
Today the Government's revenue needs are even 1110re critical. 

The reason ia not far to seok, 11h1l.e our "or etrort has been 
greatly 1ntenairied during the past 12 mont !Ia, the a train u!)On C<lr 
economy has been correspondingly allzravated . Im!lodiatoly after Pearl 
llarbor wo wore spcndine f or vrar at tho r ate or $2 billion a nonth. 
~r Mlr expenditures have ncm reached the rate or 06-l/2 billi on a 
month . In· the next tiocal year ave race monthly expenditul'l?s .,.lill top 
$8 billion. In eat•ly 1'.>42 our revenue coal, ao oot forth by the· 
President, wao an additional C9 billion. Today our si{!.'\t o are set lr; 
tho Proaident I 0 lrud&et :nesoage for an additional Cl 6 billion or col­
lections . This ineroase i s neceaoary to raiae aMUal collections to 
$SO billion. I r eview these figures del1beratel;l. It is only 1n the 
light or these urgent revenue necessities that I can intelligently 
approach rff/1 subject or this mornina - pey-as-you-co taxation. 

At the outeet or rff/1 discussion, I want to :lllke it cl ear that the 
treasury ia in cocplete aueet:ent with tho objecL1vo or J'ltting our 
tax ayste111 on a pa)'-as-you- go basis . I:'deed, tho Treasury has been 
reco..,.,nding pey-as-you- go taT..ation !or a l crl(; time . Con&ress has been 
awaJce to the same need tor a lone tLme . fublic intorest has not lagged 
tar behind and has recently acquired eroat Monentum. • Today the question 
is not wheUtor "" should have payo.l\s- you- GO taxation, but how we shall 
set to ouch a syatem. 

Tlw growing 1ntorost in this subject 1o wry natural. The inco:ne 
tax•roachoo ton times as many poopto todoy aa it reached five yeara 
aao, llnd tho rates are higher than they have IIVOr been in American 

3S - 4ll 
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hiatory. Under t iE existir4; net~ o! income tax paymont tiE tax for 
any ;tear io paid in f<01r 1nstall:110nh d\lr111{; tiE follorinc year. 
Pay.Ln-; in quar terly 1nst.olllllento is obsolete !or en income tax 11h1ch 
is iMposed on millions o! individualo nho ba.!Jo tiE 1r bu~otinc on 
r."eokly, oemi-monthly, or monthly pay ohecka. Pa,ying in the J"l&r 
foll011ing re coipt of income is likewioo obaolete r~hlln t ll! tax ia 
imposed on tll.lliono or people •. hose inoomao tluc tuato violently from 
one ;ytlar to anotll!r, and lfho ma,y havo no i ncome lfhen the ta:< has to 
bo pa1<1. 

'l'o neot the reeds or these millions o! ponpl.o m reed a system 
•~lich mll collect income taxes bit by bit aa the incor.oe is earnod. · 
ll'o mod a s;yuteCl 1.'hich lfill collect the taxes on 191.3 incotlll in 19~, 
an:! •111ch \-:ill to a l.arce e>:tent collect i t. out or • ach paycheck . 
This is the heart of pa~ycu-go U.X.tiot• . 'l'h1o is ·mat r.c need to 
""ko the 1neOCIC tax a t>Ore tloxiblo instrument in coobatin:; inflation. 
This 1a •!hat the taxpay:>r noods k mko tho peyr.ent o! the 1neoc:c tax 
cC!nvoniont. l!oat or us arc: agroad up to thia point . Di.fferonco~ o! 
opinion center upon th!l ([u cation: 11cr.t oan"" got such a s~atom started? 

You may ask the question: m~ not otart t-h<. oyster.~ by collecting 
19~ taxes in 1943? This •<ould moan that in 19~ m.: r.ould pay taxos on 
19t.:l incoi'IO and also taxes on 1942 income . '!'his wo l'd.aht do ,,ithout 
difficulty if rates .. ,.,r o lor:cr than thoy aro . Indood, our prossing 
rovonuo nocoaoitic s are a str ong " r ll'•mont for do1nc •o · Hoi'IQver, 1t 
n>~~st bo roco~;nbcd that l'lBJ\Y o! our taxpayoro 1'nilod to accuJnulate tun:ls 
out or 191.2 incO!l'C for the pa:yment or tax on that income. 'I'll! lavel of 
rates is ouch that considerablv harrluhip micht rosult fro:n payine 1n full 
t11o ;ytlara ' taxos out or 19~ incoCIO, particularly in the case of those 
taxpayers >'hose 1nco100s will have declined in 194). 

Ono plauoiblo solution th<tt ~" been oiforod is to !orcive taxes 
on 19a 1ncoCl8. \:by not lat byeones be bygoms, it is arcued, and forcet 
abnut taxeo on 19a inco::>e? Since in 19£3 an individual ldll be ~ 
a tax on !lis l943.1ncore, •my requ1rs IWII to JlClY a tax os rell on his 
19a inc0118? rnv not skil> a year's taxca? 

'!'hie solution has deceptive appeal . !teet or us oro human eDOU{l)l 
to be pleaoed at the prospect of eaea¢ne tax on onn year' • inco"" . 
The appeal 1v deceptive because <Ncr a pariod. or yoara tho Government 
han to raiuc a civcn e;,tount 0~ taxes; o1thor tha ~ pooplo t111l lnvc 
to pay t ho same amounts dospito tho !.'orgivomso or tho forpvom ss vr1ll 
roquiro the~ ooro pay more and othcro '{"(lY loss. If "" cancel a year ' s 
taxoo in cottinc to a pa;v-as-;'tl\1- (!0 oyotom, t ho 1mport:ant~uost1on :is I 
llovr mll that a!!ect individual taxpa;yero, and m.o r:ill pay tll! addi­

tional taxeo n need? 

-
Regraded Unclassified



- :l -

llhl.la tho effect of for;:ivenese on &n ind1vidual'B t&x paYJZnta ill 
not : elt until !Us inc ome declines or ceases, it hu a significant 
l.mmodillte crtect on his econallic stetus , The aaount or t&xes cancelled 
repreoanta an 1nlnedit.te addition to tho t.rucpayer's •altho This addition, 
'll!ll.ch r.ould depend on hia inccmo in 1942, varies wl.deJ.y from individual 
to i ndiv1d\14lo Cancellation would not improve the peaition or the 
individual who hod no incane in 1942 and was not subject to· tax, 
A 11\llrried peroon without dependents w1 th a net income or ~, 000 would 
gain•$140 1t the entire t.o.x·were cancelled. It ho had a net incom or · 
1>100,000, ho would·cain ~4,000. It ho had a net income of $1, ooo, ooo, 
he woul4 gain CGSO, OOO, 
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Tho cancellat ion of taxes on 1942 income would in etfoct wipe out 
much or tho t ax inCreases i.mposed•tc fizlanca the nr. In the case or 
a person with a $2, 000 net ineocne, it would wipe out 71'/. of the tax •• " 
increases 1nposed in the last three )"'ars, At the $100,000 level, the 
.-.nt· forg1ven 6quals 102 percent of these tax increases and at the 
~1,000,000 level, )20 percent, 

Another way to judge the effect o! eancella tion on the individual'• 
oco1101!11c atatuo i s in toms of the ineaoa he haa left after taxes , Thill 
is· tho anount he roy spend or save each year . For the individual with 
c:I, OOO ineomo the forgiven tax 101>uld be tho equivalent of less than one 
"onth 1s income. For the individual •lith o. ~1001000 income, the forgiven 
tax would be the equivalent or almost two years I income after taxes. In 
the caoe of a million dollar income, tho rorg1voneoo of a year's taxes 
Y~ould add to the ~er•s wealth at one otroke as lmlch as he could add 
in nearly 6 yoaro by saving every dollar he hed left ai'ter paying taxes 
and spending nothinc o 

Is it reasonable to suppose t!lat certain individual& can gain 
while nobody loses? Can we add to the 118alth or one ULxpaJ"'r the 
equivalent or 6 ;,-ears • 1neaoe after t&xes w1 thout being obliged as a 
conseq\lllnce to iapoae addi tional taxation on other taxpa;yers? I t!l1nk 
,., all know en""l!b about eritlnetic to knCM U.t this is l.J:tpossible, 
'lhon s.- people gat so::etllin8 !roc tho Qcwern::ent other people =t 
pey tor it. 

lie C&n see this lr.{ turning to tho (jQOStiOn or hO'If we can get the J 
additional revenue·thet TtO so badly need, if we cancel 1942 taxes, 
We Will, or course, have to raise 1nco.., t&x rstes , But, it my be 
asked, whet difference does it make whether wo rsille additional revenue 
by collecting t he taxes we have already imposed or by cnncelllng these 
tsxos and impooing others? There are two important ways in which our 
choioo or method will affect the distriblltion of the tax burden. In 
the first place , 1t wo cancel 1942 taxes, the odditionnl revenue mll 
be raised solely on the bsSiS of the incoo:>OS or 191.J and SUbsequent 
years Tl1th011t regard at all to the 1942 inecme. Those who had substantial 
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ineooo in 1942, but who recotvo little or no incOI:le in 1'14J and subse ­
quent ,·ears, n111 contrioote 11uch less to thu vrar costo than those 
whoso position is rever sed. In tho second pleec , and more l.t:tportant, 
rctca on the hir,hc r i ncc:nes nro droud/{ so hian thet t~.ey ctln 
aeoreely be increased sufficiently to ml<o up £or the a.110unt of 191..2 
tr.x n rorcivcn . The greater pert of any i ncre83C in te.:< rate" ·~.11 
have to fall on taxpayer s i n tho law and middle 1ncooc er oupa . It io 
not difficul t to r ecover tim tnxos forgiven nt the bott om, :l\lt it is 
practicall;{ i ,,possiole to recover :l:'ror.t the top i ncomhs the a.oounts 
tho:r v. auld oe forgiven. 

Thc30 arc the reasons 11hy it ~D not Jeon possi'ole :or the 
Troasur; to roco::oend to tho Congress tho ccnp!Gto C"-"CCllaUon or 
tA.XOa on 1~42 inco:~es. It hao not ~on pos3il>le :"or the 7reesur:r 
tc rocoonond loJisl.&l.ion v!tich will boMf1 t a !or. at the c.r.pense oi 
tho e!!!Y· 

•• 

In dioc~ssicns of ~~· pro>l~ scoc eons1Q.rot1on nos bean :!von 
tc ;>artial ca.>cvllation o! 1<;42 ts:tcs . In so !ar as c,~:c:t partial 
CCJ.nccllation oostor.s ?<>no:J.ts on SUJStantiaJ.ly all t:.xp&yars, and 
d.1.stri'JUto:: t.ho:sc bcno .. its &..'iOI (, taxpa.,;ort~ oc;uita!>ly, SO!lC. o~ the ob­
jcet.iona to co::~plctc c\lnccllat.ion t!o not. 4ppl:.'· The ce.ncol.lcd ta~cs 
could ~o ro:Jlnc.:~d O:.r incroaee:d te.:~tion t'rm GUJStMtially the sa."i\C 
individunls t~ho ;cno.!'it~d ":rJ cnncollatlo 1. Thoru vrould then ~c no 
apprceiablv shiit i:. the diotrnutlon o! 1.or ~x burden. 

In conclustion, let rnr. l"(~atr.t..v in <;xt.ct tcrr11S tho issue involved 
in :ore! vonoss oi ta;es on l~ 1.2 inCOI'!lfJO . TherCt ic no issue bctwcon 
t.ho Trva.sury anc- taxpa:·crs . Thr:r~ is an tsouc bctTfcr..:1 ~J..i'!'cr:nt tax­
po.~fcrs . I t concOms their share. ot t.:1: tax bu.rtk..n. iic. have. to :r.aintllin 
our ruvcnuos . IndOcd, "" a rc t acod with tho nocc soit.y or rais ing addi­
tional rov""nuc in a tiJJc o'" national sx.ril. s:~ould lTO torgivo t..a.xcs 
en ;x.rsons w)lo hnc 1942 inco::>es -.hen ro shall oc obli;::d to incroa•o 
:;rc.ul;{ t: ... tax:s to ~ ;>aid out or tht: incoocs or 1~43 and subsequent 
·;r~&rll? The decision r.c calcc en thle question will dctcr..linc to a con­
sid.;r&blc. :xtont .:ho t>ill pe.·r this inercc~.: in t.axos. 

J 
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TREASURY DEPARTMEN't 

INTER 0 Fl'1C it COio41o4 UNICATION 

DAT& February 27, 
Secretary Morgenthau 

Harold Mager i/J... 

I thought you might be interested in reading the 

text of the Sullivan-Vandenberg-Knutson nation-wide 

broadcast Tuesdaf night, March 2. Hero it is . 

• 

J 
I 
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Draft ot iaaiatant Secretary Sulli•an' a Introduction 

Two weeks ago Secretar,r Morgenthau, through the 

courtesy of the Columbia Broadcast ing System, brought to 

the microphone two of the Congress ' s distinguished leaders, 

Congressman Robert L. Doughton, Chairman of the Ways and 

Means Committee of the House ot Representatives , and 

Senator Walter F. George, Chairman of the Senate Finance 

Committee . These eminent Congressional l eaders joined 

with Secretary Morgenthau to relieve the doubts and hesi-

tations that were preventing many taxpayers from filing 

their income tax returns and to emphasize how urgent it 

waa to file returns promptly. 

I am happy to report tonight that their simple and 

straightforward message has had a striking effect. The 

rate of tax parments in advance of the deadline on March l5tp 

is rapidly increasing. 
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Tonight it is ~ honor and priYilege to bring you j 

two other distinguished leaders of Congress, both of them 1 
members of the Committees in which tax legislation is 

formulated: the Honorable Harold Knutson of Minnesota, 

veteran member of the Ways and Veans Committee of the 

J 
House of RepresentatiYea, and the Honorable irthur H. 

Vandenberg of Michigan, the ranking Republican member of 

the Finance Committee of the Senate. 

Politics, it is often said, ends at ~he water's edge. 

If' this was true in times gone by, it ia a thousand-fold 

truer today. Our country today is faced w~tb the aeYerest 

1 teat in ita long and glorious history; our men in the armed 

1ervicea, whether in the malarial swamps of Guadalcanal, 

the treacherous ravines of Tunisia, or the death-laden 

waters of the Atlantic and Pacific, are making eacrifices, 
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often t he supreme sacrifice , so that this world of ours 

will eventually be a better and more decent place in 

which to l ive. They are doing this for themselves, and 

f or t heir children; they are doing this, let ue never 

forget, for you and for me. Never was i t so crystal 

clear that the things today that really matter are the 

things which bind us together, not the things which 

separate us one from another. We dare not permit the 

luxury of our differences , whether they be political, 

religious, or racial; to interfere with the unity, · co-

operation,.and closing of ranks our fun~amental Americanism 

demands. 
' 

I know that the distinguished gentlemen who have 

kindly consented t o share this program with me feel the 

same way as I do. It gives me great pleasure to introduce 

201 
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J 
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to you Congressman Harold Knutson, who speaks at the 
j 

request of the Honorable illen T. Treadway, the ranking 1 
minori ty member of the Ways and Means Committee . .. 
1!R. Y.NUTSON: 

-
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Draft of Congressman Knutson ' s Speech 

I am heppy to speak to you tonight at the invitati on 

ot Assistant Secretary Sullivan. I want you to know too 

that I share the views he so eloquently expressed as to our 

fundamental Americanism. I would go even further, however. 

After all it is not only our Americanism which unites 

us today in common brotherhood. It is also our common J 

humanity, our will to live and lat live, our hurning desire 

to enjoy the comforts and blessings of liberty in common 

with ~11 the peoples of the earth. It is this which sets 

us off from our enemies. They have enslaved their own unhappy ~~~ 

people aa a prelude to the enslavement of the rest of the 1 
world. We, however, will bring liberation and comfort to 1 
the peoples of Europe and As ia and Africa precisely because 

we struggle for our own freedom, our~ liberty, our~ 

way of life . Our loss is their loss; and our gain, their 

gain. 4 
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And here I would like to emphaslze a fact that is 

sometimes fo rgott en. This business of winning the war and 

establishing .a world in which men can live and prosper in 

psaco and security is not BnY one man ' s responsibility; it 

is not even the responsibility of Congress . It is the re-
.... • 

• 
sponsibility of 135 million Americans. It is the American 

people , acting through their representatives in Congress , 

who pledged the nation' s resources to t he business of winning 

the war. The taek of the Government today is to convert 

this expression of purpose into an expression of fact . 

One of the methods by which the Governnent gives blood 

and flesh to the people • s determination to win is taxes. l 
Through taxes -- taxes to beat the Axis -- we will keep faith 

with ourselves and, more important, with the men on the far-

flung fighting fronts of the world to whom we owe so much. 

Regraded Unclassified



- 3 -

Taxes thi~ year, to be sure , are much heavier than they 

were a few years ago . They are trivial, however, in com-

parison to the saorifices others are making in our behalf, 

and to the sacrifices that would be imposed upon us if - -

God forbid! -- we ever lost the war. 

Congress is at present engaged in working out some .. 
method of tax p~ent more convenient to the taxpayer - - so~e 

form of pay-as-you-earn. No plan that Congress may adopt 

will alter in any way, however, your oblication to file a 

return and make a first quar~erly payment on or before 

March 15th. 

When a more convenient method of collection has been 

agreed upon, Congress then will have the t ask of rais ing 

additional revenues for the prosecution of the war. With tax 

rates what they are, it isn't going to be easy -- neither f or 

?OS 

• • I 
~ 

' • 
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Coneress nor for the people as a whole . But of this I am 

certain. No sacrifices we will be called on to make here 

at home can begin to compare with those our brothers are 

making day in and day out for you and me . 

• 

-
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ASST. SECRETARY SULLIVAN: 

Thank you, Mr . Knutson. 

It gives me great plea&ure to introduce Senator 

Arthur H. Vandenberg ~f Uichigan, the ranking Republican 

member of the Senate Finance Committee. No higher tribute .. 
to Senator Vandenberg oan be paid than that during hia 

• 

long service on the Finance Committee of the Senate he has 

always considered revenue proposals on their merits with 

the best interests of the country always .in m.ind. 

SRiU.TOR VANDENBERG: 
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Uraft of Senator Vandenberg's Speech 

Congressman Knutson and Asaiatant Secretary Sullivan 

have referred movingly to the things we share in common 

as Americans. I could add many others , but the mere 

catalogue would consume more than the radio time allotted 

to me this evening . I would like to stress, however, one 

of the things we share in common -- the burden of paying • 

for the war. 

Thi s war has often been described as "total war." 

If that term has any meaning at all it is simply this . 

It means that all our ;esources in men, machines, and 

materials above what is required to ~intain essential 

civilian needs must be devoted to waging war. It means 

that in 1943, and until the war is over, more than one-half 

of everything we as a nation can produce must be devoted 

to waging war. 
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This is a far cry from the wars of lon8 ago. Wars 

then were luxuries of the leisure class -- the vocation 

of kings and aristocrats who could find nothing better 

to do. Very often they caused hardly a ripple on the 

surface of society, hardly any change in the humdrum 

routine of the average man and woman. • 

War today, however, is not a diversion for the few. 

It is a tragedy which lays ita heavy hand on the many. 

Wars are no longer waged with only what a nation can spare. 

It is waged with everything thAt a nation hes got. 

The men and women in thft armed forces are giving all 

~have. ire you? 
j 

Not until you put your dollars to work. Not until 

you make your dollars fighting dollars . Onl~ then can 

the country engage effectively in total war; only then oan 
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it provide our soldiers and sailors and marines with 

the mountains of materials they need. We men and woman 

on the home front must be prepared not only to sacrifice 

our comforts to their needs; we must be prepared also to 

' 
sacrifice our needs to their comforts. 

• 
Taxes are the beat means of converting our dollars 

into fighting dollars. Taxes, however, do lighten the 

task of keeping the cost of living down, keeping Government 

coats down, and distributing the costa of the war as 

fairly and equitably aa possible. Through taxes, moreover, 

we can minimize the difficult problema involved in managing 

the post-war debt and stimulate the revival of peace-time 

industry in the poat-war era. 

The costa of the war are too gigantic, too intimately 

bound up with our own welfare and the welfare of the nation, 

• -
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to permit our indulgenct in the luxurr of illusion. We 

cannot escape the faot to fight the war successfully we 

mus t pay for it . We owe it to ourselves, we owe it to 

our children and our children' s children, to finance as 

large a part of the costs of the war as possible by taxes 

rather than by borrowing. We owe it, above all, to the 

men and women of the armed services who are endangering 

their lives every minute of the night and day for you and 

me. By taxing more and bo~rowing less we will help create 

?11 

~· . 

• 

! 
j 

an irnerica for them richer in opportunities end achievements. 

Those &DOng you who have already filed your returns 

and made your first quarterly payment on 1942 income and 

those who will file return.s and lllllke the i'irst payment 

during the next two weeks should keep in mind that by so 

doing you have not only atde a contribution to the winning 
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of the war but an important contribut ion to winning the 

peace to come . 

.. . 

.. 
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Draft of Asst. Secretary Sullivan's Conclusion 

I want to thank Senator Vandenberg and Congressman 

Knutson for their inspiring addressee this evening. Each 

in hie own way has emphasized fund&mental truths about our 

share in the burdens of this war we ere sometimes apt to 

forget. We would do well to take their remarks to heart. 

I am reminded of a classic retort made by that great 

and wise American, the late Justice Oliver Wendell Holmes. 

213 

One of his young law secretaries, fresh out of law school, 

onoe asked t he celebrated Supreme Court Justice, "Don't you 

hate to pay taxes?" "No, young man,• answered Justice Holmes, 

"I do not. With taxes I buy. civilization.• 

These are words to ponder over. True yesterday, they 

are a thousand times truer today. With taxes we are buying 

civilization. With taxes we are insuring that Hitler's 

revolt against civilization will never succeed; and with 
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taxes we are protecting all that is sacred and dear in our 

own way of life. 

The payment of taxea in one form or another is a 

universally accepted obligation of citizenship. A few years 

ago the payment of personal income taxes, as Secretary 

Morgenthau pointed out over this network two weeks ago, was 

an obligation of the few; today it is a privilege of the 

maey. 

With 85 million of our peopla paying income tax this 

year it ie important that a more efficient and convenient 

machinery for collection be instituted. Congress is now 

worlciug day and night on that proble11. You have the assur­

ance of the Treasury that nothing will be left undone to 

inaugurate some form of pay-as-you-earn at the earliest 

possible moment. 

214 
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lleenwhUe, income tax returne on 1942 in.come must be 

filed and the first quarterly payment made on or before 

Maroh 15th. There i a no l onger any excuse for delay; there 

is no longer aey time for delay. And there should be no 

desire for delay. The sooner you aot the better for you 

and your Government. Please fila your return and cake 

at least your first quarterly payment as soon as you can -­

tomorrow, if possible. 

-oOo-

-
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Februa17 2'?, 1943 

Secretary Morgen thau '.e lntroductlcni 
to captured Gel'lll&n war tllm aa de !OJ' 
Ottioe ot Strategic Senicea, 

\ 

' 

.. 
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day. 

' -71/"'C.VV 
llarch 15th i~ lnCOJI!e t&x 

Your ta.x money ls buying guns 

to match the guns or our enem1ee. 

Captured en~ newsreels show us what 

these new Nazi guns are like. Man,y 

ot these have been destroyed. But 

the Germans are making more--and 

we'll make still more with yo~ ta.x 

money. 

21 
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INTO 01"1'1Ca COMMUNICATION 

TO Secretary Morgenthau February 27, 1943 
,_o.. Frances McCathran 

CONTROVERSIAL I SSUES BEFORE CONGRESS 

1. Tax: Pay-As-You-Go - The Ways and Means Subcommittee appears 
to be awaiting the return of Representative Doughton 
expected next week from the Naval Hospital, to break a 
deadlock between Republicans Reed and Knutson and anti­
Administration Democrat Disney on one side, and pr o­
Administration Democrats Cooper and Dinfell on the other. 
The two Republicans are said to be hold ng out for the Ruml 
plan although Disney reportedly obJects to certain of the 
cancellation provisions. Reoorts to date indicate that 
the subcommittee is most likely to vote either the Robert­
son proposal which would forgive the normal and first 
surtax on 1942 taxes or Knutson's plan of withholding 1943 
taxes immediately and thinking about 1942 taxes, like 
Scar lett 0 'Hara, "some other day", spec if ica.lly when the 
general Revenue Bill is considered. 

2. Deficiency Appropriations Bill - Without reinstating funds 
for WMC McNutt (for the U.S. Employment Service ) or for 
Secretary of Labor Perkins (to be used chiefly to "cure" 
absenteeism in war plants), the House passed yesterday a 
Deficiency Appropriations Bill of mor e than six billion 
dollars. It added $250,000 asked by Chairman Clarence 
Cannon of the Appropriations Committee for salarie~ which 
were termed an "iuediate necessity", for the Treasury 
Department. However, attempts to r einsert funds pr oviding 
for day care of children in industrial centers (WMC) and / 
Federal aid for the families of enlisted men (Dept. Labor) 
failed again on the floor of the House as they had in the 
Committee. 

3. Wickard - Secretary of Agriculture Wickard continued to 
r eceive the lion ' s shar e of criticism from Congress yes­
terday. In a Senate Agriculture Subcommittee, he vas 
accused of underestimating the seriousness of the food 
situation specifically in acreage reduction figures which 
varied from those obt ained by the Subcommittee, and in 
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WMC McNutt's claim that Wickard had contused him with 
misleading forecasts on food production. Meanwhile, a 
f orma l report by the House Small Business Committee declared 
that the OPA and the Secretary of Affriculture had displayed 
"a· regrettable lack of joint effort to correct conditions 
"resulting in the worst black market in meats" in the Na­
tion's history and subjecting "the population to the risk 
of eating diseased meat". Tl\e Secretary himself, testi­
fying before the House Agriculture Committee, heard various 
members air their grievances on the f arm labor and orice 
situations . But despite his argument that revision' of 
parity would equal inflation, another committee, the House 
Banking and Curr ency, yesterday reported favorably the 
Steagall Bill to include incentive, conservation and all 
benefit payments in parity computations, and the Brown 
Bill to include all farm labor costs in price ceilings 
(similar to the Pace Bill reported by the House Agriculture 
Committee). Furthermore, as if in answer to Wickard's 
request for a "clear mandate" from Congress on his food 
production program, a seven-member boar~ representative of 
the farm bloc, will formulate a Congressional pol icy on 
the farm issues, which will obviously be much at variance 
with the "mandate" desired !:>y the Agriculture Secretary. 

4. McKellar Bill - Senator ' O'Mahoney yesterday submitted to 
the Senate Judiciary Committee a substit ute measure which 
would require Senate confirmation of Federal appoint ments 
paying $l.i,500 or over only if they were "policy-making" 
or were made without regard .tor the Civil Service law~ . . 
Certain policy-forming officials paid from the "appropna­
tion for the White House Office in the Executive Office of 
the President" would be excluded, however, because O'Kahoney 
said he believed the "President should have the right to 
select those around him without having to win the Senate's 
approval". According to an editorial in this mornin§'B 
Washington Post, the McKellar Bill itself is merely an 
obvious grab for power" on the part of its author to .con­
trol the TVA, through approving its appointments, vh1ch is 
centered in his home state . 
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J'obl"QAI')' 27, 1943 

IC7 cloar ICr, Prooidentz 

In aeeordance with rour .e•orandua or »oYeaber 17, 1942, 
I aa vritiac 700 with roopoet to tho Dlport•ont'o clooiro to 
ro~uoot occ-Uonal d.ofo..-nt und.or tho S.locu .. frt.iDiac 
and S.roieo Act of 1940, for a period of ols • ontho for 
Joho Voolo7 Llo4ov, Prlnclpol leono•le .A.oAt.lJ'ot, ln t.he Dlrtoloa 
of Aoooarch and Sta tlotlco 1D tho froaou.y Doportaont. 
Mr. Llnd.ov lo thirt7- tvo 1•aro of a&e and lo ... r rlod. 

Mr. Llo4ov baa a • Jor roopoaalblllt.7 1D vorltin& out 
.. thod.a to~ flaanclag tho var and aaa latlac lo tho plaonin& 
of !roaour7 borrovlag oporatioao and. tho cloo ""'"' of 
apeot ttc eeeurltt ee. GoYe~nt borrowlact on the eeale nov 
roqul rod auat be planned. vlth careful rocard to their relotioD 
to t he econ~ a t a whole and partleularly their effect ln 
atatalstnc preeaure on prteet. Mr. Lindow'• 111ht reara of 
exp<orhneo ln 'l'roaour¥ flnancin& opo ratio no aalto hlm oopoclall7 
valuable in tho vorlt on var f inancing. Tho onl7 ad.oquate 
tra ini ng tor a replaeecent tor tbta work ta a au.ber ot re&rt 
of oaporlonce. Under vartlme condltlona or draft and labor 
turnoYer, i t baa boon lapoaolblo to ltoop ~uallflod poroonnel 
1n aubord1nato pooltiono lone onouch to train t ho• to take 
o••r the aore Naponetble work. ~rtortt to eeeure a peraon 
with tho ro~niaite qualification• t o take over Mr. Llndov 'o 
rooponalblll tioo tberotoro ban not been ouccuoful, and tho 
lou of bla oe ro!coo at thio tiao would. oorlouolT 1apalr thio 
-port or the Dlportaont' o vorlt on tho var procraa. 

, 
It h r .. poctfull7 rooneotod that a pproval be chon tor 

occupatlooal dete..-nt 1D t bh caot . 

J'a lth!ullr, 

{sf B. Morcontban, Jr. 

Secretary of tho 'l'real\\rY 

!be Prooi<ioDt Sept b7 &BAaent 12128 

!be Vh ito Bone• 

-
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COPY NO.~ 
uor '1'0 !IE RE·- TR1 ·surt+Ep 

fi~! SECRE1. 

mm.. !lo. 66 . 

Inforcation reco i ved up t o 7 ~ . u . 27th Februar y , 

1943 . 

1 . ~. 

At 9 .45 u . m. yesterd~y a U. S. Libera t or sighted an 

in><arcl bound blocJrnde runner when 500 mUes West South 

West or Cape Fin1sterre, she rras ohedo\fed by aircraft t ill 

4 P •"' · when one of H.Al. cruisers sank her by gun fire . 

Tho ship was an 8 , 000 ton taruter and 4 lifeboats were seen 

to leave her . A convoy to 1/o· th Rua 31a or 22 ships due 

at K .. l a Inlet today was unsuccessfUlly bombed by eneroy 

aircraft yesterday. A Norwee l8n subt.ar1ne is overdue froo 

petrol off the Norwegian coast end must bo presw.•ed lost , 

2 . l!ILITI>RY. 

TUNISIA. 25th , 8th Army . Our troops advanced to 

positions about 6 miles East ot l~reth without meeting 

opposit ion. 

First Are>y . An attaclt started at 6 a .o . by U. K. 

Ar~ured Brigade and u.s . armoured troops clear ed the 

Kosserihe Pass by evening in spito of delay by mines and 

Artillery, Our patrols pushed forward towards Kasserine 

town and Fer1ana , 

JjUSSIA. South East of Leite Ilmen the R~>ssians appear 

t o be incr easing t heir pressure and extending their front 

and in heavy fighhng heve •••de some prog1•eas both !forth 

ond South or Orel . l'he Gerr.1ona Claim considerable success 

with their count er attacks in the Donata sector, they r eport 

a thaw .• n th" Tagenrog area and continued thaw in the Taman 

sac tor . 

3. A.m. OPZhnTIO:iS . 

!!ESTER:! FRO!JT . 25th/26t•. . Nure.oburg . All boabers 

- 1 -
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COPY NO ,~ 
IIOT TO !lZ f<l!- 'llln 'SIIIT+ED 

.QfiflL 1/o, 66 , 

Inforaation received up to 7 ~.~ . 27th February , 

1943 . 

l . ~. 

At 9 ,45 o . m, yesterday a U.S . Liberator sighted an 

inword bound blocJaJde runner when 500 miles West South 

Vleet of Cepa Fin1sterre 1 she Y/as shadowed by aircraft till 

4 p . m. when one of H .ll,crni~ers aank her by gun fire , 

The ship was an 8 1000 ton tan!cer end 4 llfeboats were seen 

to leave her, A convoy t o No· th Ruaaia or 22 ships due 

at Kt<le Inlet today was unsuccessfUlly bombed by enecy 

aircraft yesterday , A Norwee1an subLar1ne is overdue from 

patrol orr the Norwegian coast and must be preslll>led lost , 

2 , !4ILITI\I!Y. 

TVNISIA. 25th, 8th Army . Our troops advanced to 

positiono about 6 miles East of J.!areth without meeting 

opposition, 

First Army. An at tacit started at 6 a.m. by U. K. 

Arcoured Brigade and u.s. armoured troops cleared the 

Kosaerine Pass by evening in spi• o or delay by mines and 

Artillery , Our patrols pushed rorwar<l towar<ls Kasserine 

town and Per lana , 

ll.lll!§ll. South E:>st of Lake Ilmen the R"ssians appear 

to be incr easing their pressure and extending their front 

and in heavy fishting have made some progress both trorth 

and South of Or el. l'he Qer,oons Claim considerable success 

with their counte r attacks in the Donata sector , they r eport 

a thaw ·n the Tagenrog area end continued thew 1n the Taman 

sector , 

3, All1. OI'ZitiiTIOliS. 

l/BSl'PJ!;! FRQ!!T. 25th/26tl, , l!ure..aburg , All bombers 

-1-
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heavy 724 tons lrot·e drooped in a bout equal prt>j)Orhon 

H.E. and incendiary includin!! 4 8ooo-)Jound an• 135 

4000 pound boobs . r.eather cloudless but identitication 

hampored by ground haze and smoke which increased 

dur1na attack. Targot indicators 1~11 placed by 

Pathfinder s and concentrated attock lastod 45 minutes . 

14any good ! ires taking hold and spreecling well . Many 

crews reported territic exJ,losion in buUt up area . 

V.oderate defence lessened as attack prosresned. 

26th. WUhll.mshsven was bc .. bed by 69 u . s . 

bombers and prel~inary reports indicate good resUlts . 

34 escorted Ventur&s attacked an ene.;y r aider in dock 

at Dunkirk . Sevel!al bombs straddle<l the duck and one 

near miss vras seen ty lhe stern. 12 Mosquitos made an 

effective lott level .1tt:ock on the naval storage depot 

near Rennes . Many flanhes probably from ex;,loding 

ammWlition were seen, 6 V/hirlwind bombors attacked 

Moupertus airfield. Prom obovo operations , 7 U. S. 

bombers, 3 Mosquitos and 2 Spitfires misstnn . Ene~ 

casualties 1, 2 , 3. ll eneQY aircraft c~ossed the South 

Coast . Bombs were dropped at Exmouth and a gasholder was 

set on fire . 11 persons were killed, typhons destroyed 

3 end da.nat,ed 1 ene~ a~craft . 

26th/27th. 461 aircraft sent out - Cologne 428 

(10 oissing) , ~chen 2 1 sea m1nina 21 , leaflets 4 , 

Intruders 6 . l;t Cologne visibility was sood 111th no oloud 

but, o slisht ground hazo , At tack wos well concentrated, 

or 6 eMIQY aircraft operat illll 1n tho Thames Estuary 2 

wore destroyed by a Beau!1chtor. 

TQNISIA. Object1ves near Gabas were attacked on 

24th/25th by 21 bombers ond on 2~th by 70 escorted fighter 

bombers , Escorted 0 . S. Portressu attaclted Bizerta . 

casualties ,25th. 4, 2 1 9, Allied 4 1 1111, 1 . 

-2-
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HBI!!TE!!n.C!Uij. 24th/25th, " convoy or 1 · 

7,0DO-ton and 1 5, 5oo-ton ship with 3 destroyers was 

attecked ott North West SicUy by 6 Beauttthters and 

224 

7 Wellingtons fro~ Yalta. Laraar ship hit by 2 torpedoes 

and sunk, smeller hit by torpedoes ond believed sunk, 

One larGer destroyer ottao•ed by torpedo and large 
smoke column seen, 

IIALY, 24th/25th, 6 u.s. Liberators attacked 
Naples , 

Regraded Unclassified



BRITISH !!!!Sf SEC!!§! 
u.s. st.cru.r 

orrg. No. 67 

COPI !10. 

Informo<ion r eceived up <o 7 ~ . N. , 28eh Fobrunry, 194). 

1. l!!W. 

n 

Ono ot H.M. Trawlers sunk by E~boote during ottaok on a channel con­
voy oft Lrr.. BAr 26th/:neh. Last night our li&ht forcoa att.aekad a J.arse ooueh­
bound ohip off the Dute.h Coa.st. One or our motor gun bo&ta qa sunk and another set 
on firo. No tureher det.ails yet a vaillble. The armad raider recently locatad 1n 
DUIIKlRK wac olsMGd orr <he Dutch coos< morning 27th etooring north. A Russian 
•arehip has sunk an en""¥ destroyer 1n eho BAAUiTS SI:JI. 

~ 
SOU 111 .I.F!UCA. 27th. A Dutch oubooorino do pot ohip terpadoad and eunk 

off .:..aat. London. m 8\U"'f"1vo:re reS-cued. 

2. !!ILWI!r 

MIISjA. 26th. In Northern TUNISIA & oorioo or soa.ll en""'' attocke 
with infantry and t.anlco in tile SID! !IZIK 1100 I.RAD.I. and D.J£BI::L IWISOUR oreaa were 
repu,l.aed.. EiuiCly aeemod diainc:lined t.o preae his att&ckt and rit.hdrew- atter 
aufterinc caaualt1ea and aOCie losae.s 1n tanka and pr1aonern. Fighting stlll con­
tinues in tho IIATWR BEJA Vc.lley . 

ll!!§§lA. [be Russian& continuo te attAck ln eho LAKE ILN!ll area and 
have aount.ed a aerioa of local attacks ueatnst the weatorn fcce or tho RZH&V 
Salien t. Hoovy fisMing continue• north nd oouth or OR!IL . In eho OON~'l'S Bend the 
Cermane clft'lat t.o be counter at.taekins with aucceea nanr IZVUW . 

) . AIR OP£RA!IQNS 

llESTERN FllONT. 26th/27th. COLOGilE. Aircroft •tt.ackad droppint. 101.4 
<ens or ho.bo (cocoporo 1516 tens dropped in •1 .000 boabor• raid last llay). f'ive 
8,000 pou.nd &nd 141 thou"""d pound. l!oather good, no cloud, good visibility but 
<hick sround 1\aao. Boabing socewl\at ocatterad at r1rn but concentration obt.o.inad 
later. llany fires inclading Wo large O.~U &nd uny Hport.a of lerge explosions 
in cent.~ ot town. Conalderable aearchUght. aet.irlt.y, eoden.t.e A.A., rn t'ia:bters. 

27eh. 62 U.S. heavy boabora attackad tho port aroa at BREST. ~ta 
••re seen 1n the t.arget area; as a 41vera1on tive 'lfhirlwt.nd boclbere a ttacked MAUPER~ 
fUS airfield. 24 Ventures dropped 26 tens of boabo on DIJllKIIlr. docks bitting a aoall 
ship. 18 aquadrona of Spit.fire.s provided eseort and cover for these operations. 
!l,.ay caeualtiu 2, 1, 2. flo lost 4 S~itflroa. 27th/28eh. 102 aircraft despotched: 
••• "ll\lng 91 (one miasin&); IWHR 6, loatloto 2, Intrudo.ra ). 

fQNISIA. 24th/25th. Bloloya hoovlly bombed GAFSA and SB£ITIJ. . 
25th/<6th . Allied bombers droppad 46 tons on CABI.S t.own end lending around and 
boavily attacked onolll)' poaltlons in the MARt'I'K oroo. 26eh. A tet.al of about 200 
escorted tiahter bombera or ~estern oeaert. Alr Force attocked landing grounds and 
other tnraota at OAB£5 and in thlo locality . £nomy eaauo1tloa 26th - 7, 3, 5 · Oura 
10, nil;*" 2. 

MI!:IA. 20 D.S. Fo!"tre .. oa dropped '6 tone on C.I.GLURI and on 
~ airfield. Buret.a wez:e saen on the doeke, ...u..., yarde and airl'1el.d. 

~~· 26tb. D.s. boabots attaekad ehipplaf noreh of srcn.r and 
lOt ... lhip 00 n... 27tb . u Fighter boaboro attacked eho power ltatlon e.nd ... 
;>lano boao at SIRACUSE. 
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