DIARY

Book 599

Dacamber 24 - 29, 1942




Africa, North
3ese Procurement Divisilon
Airplanes
Sae Lend=Lease! United Kingdom
Appointments and Besignations
Olark, Charles R, (Head of New York office of Foreign
Funds Control, Field Investigative Staff): Paul
memorendum concerning - 12/29/42.......
(See elso Book 600, page 227)

o

Biddle, Francle
See Financing, Government: War Savings Bonds ("Information
Pleasa")

BFusiness Conditions
Hasns memorandum on situation, week ending December 26,
1942 Lod 12!25{42;... ' N T TS ETNNEEEL AN E NN

Canada

See Lend-Lease
Clark, Charles R,

See Appointments and Reslgnotions
Colnaga

See Mint, Bureau of
Committee on Strategic Services

See Strategic Services, Committee on
Currency

See Ingraving and Frinting, Bureau of

e

Engraving and Printing, Bureau of
Currency situation during 1943 - Haas memorandum -
12f25f12t++r-|i--v'---u.-qqa-uup FEE @R R R A RE
(For coinage situation see Mint, Burean of)
Exporte
To Fussia, Free China, and selected blocked countries,
during 10-day period ending December 10, 1942 - 12/29/42..

-r--

Field, Marshall, Interests _
Reorganization (outstanding) discussed by HMJr and Paul -
1EIEEIQE"H" **'III-l-r-irlI-Il+!---ill-llll‘l#I-Il'




- F - (Continued)

Financlng, Government
Federal Reserve operations in Government securities -
12/25/42. . c0ivinann R A R
Dealers' portfolios as of December 24, 1042..........
War Savings Bonds!
Fayroll Savings Flan: Analysis as of Dacembar 19, 1942 -
12/28/42...... h e A .
"Information Please" program in Fhiladelphia:
Francis BFlddle invited to be guest atar - 12/28/42..
a) Declines - 12/29/42, ... .covscnnecnnanrss e
Worcester, Massachusette, program described by
Sullivan - 12/29/42 A B
a) Participation by Worcester boys in forelgn
lands high point
Ford Moter Car Company
See Frocurement Division
Frankfurter, Otto
Former connectlicn with Procurement Division and present
position of Export Director with Heyden Chemical
Company, New York City, discussed in Washington Times-
Herald article - 12/25/42 Rt .
a) Mack memorandum - 12/28/42.......0....
1) Copy sent to Justice Frankfurter - 12/29/42.,
b) Treasury letter to Otto Frankfurter - 12/30/42:
Sea Book B00, page 74

Greece
Financial Fosltion: Correspondence between Treasury and

State - 12/28/42., o R

Heyden Chemical Company
See Frankfurter, Otto

Inflation
Nugent's plan: Installment selling for posi-war delivery
discussed by HMJr, Hams, White, and Elough - 1Efﬂﬂf43--
a) Nelson disapproves - 12/29/42....cc0vvvnonnencnsns
"Information Please®
See Financing, Government: War Savinge Bonds




I A
Boaok
Lend-Lease
Report for week ending December 26, 1942 - 12f29f42.,... 599
Canada: United States dollar position as of November
1942 - 12/28/42... P
U.5.5.R.: Status of Soviet Ald Program as of November 30,
1942 = 1BJOBJR2. .. ciinnnsaisansinssrensnrssasasenrins
United Kingdom: Airecraft despatched, week ending
December 22, 1942 - British Air Commission report -
12/28/42. S T

—

Marshall Field Interests
Sees Field, Marshall, Interests
Massachusetts - Worcester
See Financing, CGovernment: War Savings Bonds
Military Heports
Britieh operations - lEfEdﬂiE. ete..... eadiadeaneenbesns

"The War This Week, December 17-24, 1542" - Office of
Strategle Services report. i &
Eamarck report: "PFurther observaticns on United States
Army" - 13/28/42. . 000uuans o T 148
Highlights of the war news - 12/28/42, 12/29/42 161,243
Mint, Bureau of
Colnage situation during 1943 - Hase memorandum - 12/26/42.. 22
{For currency situation see Engraving and Printing,
Bursau of)

" -

Hational Gallery of Art
Trust Indenture creating Endowment Fund - 12,"29,!’42
New York State Bankera' Association
HMJr declines invitation to speak - 12/29/42............
Morth Africa
Sea Procuremant Division
Kugent, Rolf
See Inflation

- P

Faul, Handolph E.
Speech at Federal Reserve Bank of Chicago: List of guests -
12 BB AR, i ivansrnns
Foland
Sikorski's address before Oversens Press Club - 12/28/42...




THE UNDER SECRETARY OF THE NAVYY
WASHINGTON

<4 December 1945

err Henxry:

Congratulntions on the lonn totals '

dIE L L e - LL

—

o | S . ] 1 1 -
.-l.'l_ Fl;.h.:"‘".- HIKL CEPILEO woucsh Cilpalim.
i s

- o -
Lol el ‘-_+ | Tl [ o= i 7 I 14 - = - e b= 9
elaent _‘_‘.I'j WHTEL LY WL LEES L0 S8 s Lo B

s

nd rowrsell,

cincerel

¥ sorgenthau, Jr.

Tl 21

4a R elan il




TREASURY DEPARTMENT
PROCUREMENT DIVISION
OFFICE OF THE DIRECTOR WASHINGTON

December 24, 194:

i B FTHT T an! i
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'F Guards, Procurement Division

b lehid §

As the result of a survey made by the Secret Service
Division reletive to protection of the Prucurement Division
Narehouse, w:ich service is now being performed by Public
Buildings Administration guards, it 1s recommended that this
duty be transferred to the Secret Service Uniformed Force,
subject to the transfer of funds from the Publie Buildings
Administration for the purpose.

Discussions were held informally with representatives
of the Public Buildings Administration, and under date of
December 11, 1942 a letter was addressed to lir. Reynclds,
Commissioner of Publie Buildinps, Federal Works Agency, on
the subject. This letter is under consideration at this

ime and it is understood that it will be ected upon favor=-

ably within the next few days.
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RE-TRIWNSHITTED

n reciived up be 7 AM., 24th Decambor, 1942,

One of H.ll. Submarinec ic overdue from patrcl and consldered

Zind. Our peatrol line still in ares SULTAN. Ooero-
tions econsiglal oFf =ond repairs, mine clearing und development of watser

suppLy. N.é4. Division in BOFILIA Areas TUNISIA. Patrol activity has con-
tinued and contact with the enemy h: o beoen made 9 miles southwest of MATLECR.
Further South Froench forees ﬂpeeri:. agalnst the high gro southeanst of
fONT DU FALS captured 30 Italians.

3. AIR OPERATIONS

e A el AT L

VECTINN FRONT. 22nd/23rd. At leust, 23 ctiecko were made on

locomotives or treine in northern FRANCE snd BALGIUM. 23rd. Did HELDER
and ol., MALO docks were succesafully bombed by & Venturema and 18 Dostons
respectively. 23rd/34th. 19 aireraft were gsent out - Intruders l4, Korth-

west Germany 5.

MIDITERAANEAK. 23rd. Molta aireraft obtalned = direct hit

on un escorted ship east of HOUSS5L mndl destroysd one JO BB, Spitfires
bombhed LAMPEDUSA Airfield,

CReTs.  22nd/23rd. 10 vellingtons bombed TYMBIKI airfield
and started fires In the dispersal arcas.

About ld enomy

are destroyed nnd another probably destrayed,
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Pollowing ia suprlemontary Posune of cparational oventks covering the
period 17th to 24th Decombar, 1942,

L. 8AVAL

Heavy gales persisted in the North Atlantie. 2 R.C.N. Destroyuers
suffered some¢ damage from weather. £ Russien destroyer foundersd while returning
Irom UNITED EINGDOM to BUSSIA. Convays bo and from MALTA pasged through the
fantern M=DITERRANCAN without interfersnce. Hefnrence OPTEL Ho. 442, these two
8" eruisera were located on 18th at MADDAL -BA, WORTHERN SARDIHTIA.

SUBMARTHE WARFARE. Attacks continue in Horthern Atluntic, but co-
operatlon botween air and surface escorts continues te yield good results. One
homeward bound und two outward bound convoys arrived without loss. Two phips T
anld two dameged in one outward convol. Lvidence that manning requirements have
reduced length of U-boat treining and U-hoat Créwa are now both young and inex-
perienced. &zfficiency has socordingly deelined, though men now serving liable to
be fanstleally Hazi. No sign of deeline in mornle,

ATTICRS ON GHIFPING. During the weel 19th Lo 25th inclusive, 1¢
ships were reported to have been mttacked by mubmarines. Two Britlsh shipe {one
A tanker in convey) were Lorpedoed in Rnrth—:nﬂten1.ﬁpgrn:chus, ono Eritish ship
in Seuth-Western aApproaches, = Fronch trawler af ¢ CASABLANCA, a Swedish ship in
the West Atlantic, a Dritish ghipn in the Vest Indies area (in November), twg
British (one in November), o Swedish and two United States ships (one in Hovembar)
in the Scuth Atlantic and a Duteh and o Grecx ghip in the INDIAU OCEAN, 2 large
British transport was terpedoed north of ORAN ard gank while in tow. In udditiom,
i British and = Dutch ship were hit by eireraft and submerged at BENGHAEZI, « British
salp wae damaged by eireraft in the JEDITERRAREAR but reached port, and s British
Tuip and 8 berge were mined in home waters,

TRADE. Imports in convoy to UNITAD KINGDOM wook ending 19th -
i<1,000 tons, including 129,000 oil.

2. MILITARY

CIBYA.  inemy withdrawal continued during the week but now bolieved
haltod with rearguard in WADT ZL CHEBIR aras and main body in WADI ZEM ZFEM poaition,
Our foreea sdvincod from HOFILIA to SIRTE sbout 90 milon im spitu of vnemy mines,
obatacles and demolitions and our gem supply problems. Oerman tanks estimated 60,
Ltalian 30,

EH=NCH WORTH AFRICA. Persistent rain. Operations limitod to pat-
rolling, building up our forces in forward areas gnd strengthening lines of com-
minicetion. Effective co-oporatlon by Fronch on Southern flank. Fnemy reinforce-
#enk continues despite heuvy bombing of his basoe and attacks on his soa and air
‘outes.  Estimatsd atrongth now 24500 Garmans and 13,500 Ttaliana, with some 100
T i o0 Italisn, sorvicenbility doubtful.

FAR BAST. DURMA. Jepanese withdrawnl from BUTHIDAUNG and MAUNCDAR
ilbly due to succese of cur propagande which cuused onemy to sver-eatimate our
wtTungih.  Presont indientions suggest Japaneso will fall back on AKYAR vhore
Agth on island and immodiately to tho north is estimated at 4,000, Our advance
4 tkaly to be fast owlng to numerous wnter obetacles.

AIR OPZRATIONS

HESTERN FRONT. The enemy continued maklng ainor daylight rudde en
eaastal districts. 9 Flghter bombers out of 41 plotted ovorland werc destroyod. One
+Arge scale day operntion by Unitod States bombers which ponetrated ag far as
FOHILLY-SUR-ECINE In fooo of atrong enemy Ciphter opposition. Short-range harssaing

Ltincke on ruilway communicstions cnd rolling stock wore econtinued Loth by deay and
night. Ons neavy and sueccsaful nicht rald on BUTS20RG in ecloudless wosther, &
nallar inconclusive attsck an MUNTICH.
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LIBYA. Activity somewhat hamperod by weather during latter part
of week. cnemy reaction by day slight, many offensive patrols returned without
having seen any enemy aircraft.

FEENCH NORTH AFRICA. Many of our zirfields unserviceable through
bad weather, nevertheleas air co-ordination between TUNISIA, MALTA and MIDDLE
“AST 18 working well, and attacks on Axis ports and communications were constantly

maintained on a setisfactory scale.

Sl
RUSSIA. On central front, Russian ground attack aircraft with
righter protection active over battle front and lively Russian activity by sll
types of eireraft at VELIKI LUKI. NEVEL constantly raided at night. On ‘
southern front, believed Russiang effectively supporting their ground forcoes in
DON Sector as far as weather permits. At STALINGRAD, Russians still concen-
trating against German transport aircraft, forward airfielde and communications.

4. EXTRACTS FROM PHOTOGRAPHIC AND INTELLIGENCE REPORTS ON RESULTS OF AIR RfIAEKE
O sNEMY TERRITORY IN FUROPS.

TURIN. MNow confirmed industrial damage in rucent raids very heavy.
Principal industries affected - sutomobile, armoured wehicles, acro-unglne, eir-
eraft components, railway workshope, machine tools, iron founding and smelting,
electrical, glass textiles, otc. Several public utilities and ecivie building
damsged, also barracks and royal arsenal.

EINDHOVEN. Philips radioc. Photographs Lith and 16th reveal -
buildings destroyed or damaged - glassworks, machino shops, radio assembly, paper
mills, laborastory, electro-technicel factory, lamp and valve factory, also damage
to the head off'ices.

5. HOME SECURITY

Several incidents in tip-and-run daylight raids but no industrial
damage of importance. Estimated civilian casualties week onding 6 a.m. 23rd -
killed 48, serlously wounded 119,
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THE WAR THIS WEEK

The Soviet armies this week struck southward from the
Boguchar area in an offensive which apparently aims at
Rostov itself. Success for this drive would virtually nullify
this year's German gains in the south and would menace the
enemy with entrapment on a large scale. The attack faces
difficulties, however, of a more serious character than those
connected with the original offensive for the relief of Stalin-
grad. Meanwhile, current Russian attacks in the Caucasus
may be the forerunner of large scale operations in an area
where normal January weather lends itself to winter opera-
tions.

The retreat of Axis forces in Libya is now carrying Rommel
rapidly toward the port of Tripoli. It remains to be seen
whether he will attemnpt seriously to hold Tripoli or will push
on to join forces with the Axis in Tunisia. In Tripolitania,
the Axis faces mounting hazards to supply lines, with Allied
control of the Mediterranean being steadily extended. The
enemy has continued to reinforce its bridgehead in Tunisia
and has consolidated a strong position which may well permit
a prolonged resistance.

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

In the Far East General Wavell has launched a limited
offensive along the western coast of Burma, and an exception-
ally large concentration of shipping at Rabaul may presage
renewed Japanese activity in the Solomons,
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Second Break-Through on the Don

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

Yet by striking at the heart of the German position in the
south, the Red Army is attempting an operation far more
difficult than the relief of Stalingrad. Between the Don and
the Volga, the Germans held only two single-track railroad

advance columns.
a large number of industrial towns that offer shelter and

farther east. As the Axis forces fall back on their supply
centers and shorten their lines, their resistance will probably
stiffen in inverse ratio to their distance from Rostov.

The German counterattack against the southern arm of the
Stalingrad pincers already represents a major effort to strike

2

communication far more adequate than those of the steppes |

lines, which the Russians were able to cut with rapidly-moving |
South of Millerovo, however, the Nazis
have available the dense railway net of the Donets Basin, and

SECRET

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

A Russian Caucasus Offensive?

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

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

3
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troop withdrawals, a major effort in this sector at present
appears unlikely. )

Departure of the American Minister from Helsinki

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

While the Foreign Minister was vague about the future,
President Ryti cautiously suggested that when the proper
moment came he might take the initiative in ending the
northern war, as he had done in 1940—the first time that a
responsible Finnish statesman has made such a suggestion.
The President further stressed Finland’s democratie traditions
dating from the Middle Ages, and hinted that his pro-Axis
Foreign Minister might not remain long in power.

In brief, Finland's rulers apparently appreciate the polit-
ical significance of our Minister's journey. The press, on
the other hand, has optimistically announced that his depar-
ture 18 of no importance and that he plans to return soon.
Among the Finnish public, some interpret the event as an
indication of American displeasure, while wishful thinkers
predict that our Minister's explanations of Finland’s position
will help improve relations between Helsinki and Washington.

The hm:sh reality of the Finnish position has again become
apparent in a press announcement that Finland and Germany
have decided to prolong their trade agreement until the end
of 1_9-1:3. As in previous years, the two countries will regulate
their trade during the first quarter of 1943 on a temporary

4
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basis, while negotiations for a final agreement will take place
in Helsinki next February.

Azis Retreat in Libya

Rommel has continued his rapid withdrawal to the west,
delaying the British by demolitions and extensive use of
mines and booby-traps. At latest report the British had
occupied Syrte and were moving on Bouerat-el-Soun without
having encountered any serious opposition (see map). Most
of the elements of the German 15th Armored Division trapped
by the New Zealanders around Wadi Matratin were able to
cut their way out to the southwest and rejoin the retreating
forces, though with losses in guns, tanks, and trucks. Allied
air forces have had almost unchallenged control of the air,

There is considerable speculation about the enemy’s
strategy in North Africa. British observers apparently feel
that Rommel's primary concern is to move his army with
minimum losses into Tunisia. This would eliminate the
problem of a double supply line, and give the Axis a com-
bined foree of probably more than 70,000 men fighting under
a single air umbrella, in a region close to air and supply bases
in Sicily and Italy.

Other observers question whether the Axis can afford the
immediate surrender of Tripoli and its airfields, which would
enable the Allies to close the pincers on Tunisia. With this
as a forward base, the British could avoid the tedious over-
land movement of supplies from Benghazi and Tobruk, and
bring them by sea from Egypt. Admiral Cunningham has
foreshadowed this development in his statement that the
Allies now have full freedom of movement at both ends of
the Mediterranean, and that Malta is being supplied without
loss. Although there appears to be no position before
Tripoli that Rommel ecan assume which cannot eventually
be outflanked, a stand in defense of the Tripolitan area

3]
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might be made along a line running from the great salt
depression northwest of Bouerat-el-Soun to Gheddahia and
southwest along Wadi Zemzem. A final stand might be
expected before Homs, west of which the Tripolitan road
network and the coastal strip fans out to make defense more
difficult.

In the final analysis the Axis may not be able to make g
free decision. The pressure of Allied air and submarine
attacks on the route from Italy past Malta to Tripoli mAy
have made it impracticable for the Axis to supply Rommel] in
Tripolitania. Although air transport has been heavy, ng
ships are believed to have reached Tripoli last week and
aviation gasoline was known to be going by truck from Gabés.

Aris Consolidation in Tunisia

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

The Axis has continued to reinforce its bridgehead. Air
transport is reported to have been heavy, and shipping has
reached Tunis and Bizerte despite the fact that, as Admiral
Cunningham announced, the enemy is losing about a ship
8 day on this run. Reconnaissance also reveals that Allied

6
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air attacks have inflicted heavy damage on ships and port
facilities in Tunis and La Goulette Harbors.

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

pperations,

Clarification of the American Position in French Africa

Admiral Darlan’s temporary status in French North and
West Africa has received further clarification in the news that
lend-lease aid for this area will be a purely military transac-
tion under the control of General Eisenhower. Furthermore,
an arrangement permitting the OWI to broadeast news pro-
grams from Rabat will doubtless help to eliminate the con-
fusion created by pro-Viechy broadcasts over Radio Maroc.

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

Retrospect on Moroceo

According to eye-witness accounts now reaching this
country, the political situation in Moroceo following our
landings was confused and disturbing. Rioting between
Jews and Arabs began almost immediately, while members of
the Vichy 8. O. L., after a short lull, resumed their hooligan
operations against Fighting French and American sympathiz-
ers. French Army officers who had planned to take part in
General Béthouard's pro-Ally coup, which had failed at the
last moment through the quick action of Noguds, were so
disappointed when they heard of their leader’s arrest that
some of them apparently planned to enroll a native militia
for the release of Béthouard. Naval officers were sullen and
unecooperative.

Except among a small pro-Vichy element and officers of
the Navy, general disappointment greeted the anmounce-
ment of the American negotiations with Admiral Darlan.
Nor was the retention of Nogués any more popular. Many
army officers accused the latter of misconduct as a soldier

in withdrawing inland after directing his troops to resist |

the Americans. As a matter of fact, Nogués' administration
adopted an uncooperative attitude, especially in the opera-
tion of public utilities. Secret orders (our accounts state)
provided for the arrest of United Nations’ sympathizers and
directed that enemy agents be left at large,

8

¥ adherents in key positions.
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Subsequently, with the cancellation of these orders, the
dissolution of the 8. O. L., and the liberation of Béthouard,
the situation improved somewhat. The Navy, however,
remained sullen, and the civil population kept comparatively
calm only in the hope that President Roosevelt’s announce-
ment heralded the removal of Nogués and his clique. While
the latter directed his followers to look on the Americans sim-
ply as invaders, French anti-aircraft batteries received
instructions to shoot down no Axis aircraft. The current
mobilization resulted in the relegation of pro-Ally sympa-
thizers to interior outposts, and the installation of Vichy
In other words, our accounts
conclude, Nogués and his followers were so afraid that the
Axis would attempt a counter-invasion that they avoided
everything that might implicate them as collaborators with
the United States,

Foreign Repercussions

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

Certain members of the Governments-in-Exile express the
feeling that the moral principles of the United Nations cannot
find expression in “immoral actions”’. Furthermore, they
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deelare that our country's first venture into European politics
gince our deeclaration of war sets a dangerous precedent,
creating an impression harmful to American prestige and
difficult to correct. Finally, our summary concludes, certain
Allied statesmen fear that our agreement with Darlan doeg
not correspond to any long-range expediency: whatever
American lives it saved may be more than counter-balanced
by the bloodshed of the French civil war that may be the
logieal result of our aﬂﬁ%

Toward Single-Parly Rule in France

With the moral support of the Nazis and in cooperation
with Déat, Laval is now developing a single party for France
(which may bear the title Gauche Moderne), according to
advices from neutral sources. A force of “‘shirts” of some
gort is likely to be its inevitable adjunct. For manning this
new organization, the two Fascist Legions, the “Tricolor”
and the “African,” will probably offer cadres; members of the
now disbanded French Army will doubtless feel disinclined
to join a frankly pro-Axis organization.

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

The Iberian Bloc

Whﬂﬁ Hitler, Ciano, and Laval met to plot the future of
Axis strategy in the Mediterranean, the Spanish Foreign
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Minister journeyed to Lisbon to underline Iberian solidarity.
Public pronouncements were cautious and vague to the
extreme, but Jordana once again indicated that the prineipal
concern of Portugal and Spain was to keep out of the present
conflict.

The Spanish Government at the same time apparently
toned down the grand reception planned by Party enthusiasts
for General Mufioz Grandes, returning from his command of
the Blue Division in its “‘crusade” on the Eastern Front.
Personal rivairy ratner than political considerations probably
eaused Franco to countermand the original order to play up
Grandes’ arrival; but Franco also undoubtedly wished to
avoid any embarrassing “incident.”

Mussolini’s Party Changes

In an apparent move to tighten his control of the Party,
Mussolini this week named a new national directorate of the
Fascist Party. He appointed as vice secretaries, it is re-
ported, Carlo Ravasio, Carlo Scorza, Alessandro Tarabini
and Mario Farnesi—men who have been associated with
Fascism from its early days. Observers note that in both
Italy and Germany bombings and reversals have not resulted
in any effort to appease dissident elements, but rather have
brought an increase in the power of Party “dependables.”

Limited Offensive in Burma

General Wavell's Indian troops this week began operations
directed against Akyab, Japanese-held air and sea base on
the western coast of Burma, about halfway between Cal-
cutta and Rangoon. Akyab, on the Indian side of the land
barrier formed by the Arakan Mountains, was occupied _by
the Japanese toward the close of their Burmese campalgn
in May. Its value to either side lies in its position as an
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advance base for a combined sea and air attack—for the
Allies, against Rangoon, and for the Japanese, against Cal.
cutta. As an air base alone, its airfield offers some advan.
tages to the side which holds it, although it has apparently
been less used by the Japanese than other and drier bases in
central Burma. Akyab has an unusually high average an.
nual rainfall —196 inches—hbut with the end of the monsoon
season, this disadvantage has largely disappeared.

In their advance along the jungle coast, the British troops
so far have been impeded only by natural obstacles. A small
contingent of Japanese holding the border towns of Buthi-
daung and Maungdaw withdrew the day before the British
entered, and as yet there has been no contact with the enemy.
The Japanese are thought to have no more than a single
regiment in Akyab (where they are now hurriedly construct-
ing beach defenses on Akyab Island); and the withdrawal of
border units might be intended to reinforce this garrison until
other Japanese troops could be brought up. This will be no
easier for the Japanese than for the British, unless the sea is
used, since the Japanese also must traverse difficult coastal
terrain. A track and a dry weather road cross the Arakan
Mountains from central Burma in this area, but both reach
the seacoast considerably south of Akyab.

The move into Burma was hailed enthusiastically by
publicists at Chungking, who saw in it the beginnings of
“the great opportunity,” but Allied spokesmen at New
Delhi were quick to emphasize the limited nature of the
operation.

Chinese anxiety to draw attention to this front—and to
China’s own efforts—continue to give rise in Chungking to
accounts of “large-scale’’ operations directed against Yunnan
Province. As yet the only factual basis for such reports is
the mopping up operation being conducted by a Japanese
regiment against Chinese elements which erossed the Salween
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River in the Tengyueh sector (the Salween is the Japanese
defensive line in western Yunnan).

Air Raid Over Calcutla

Allied observers have long feared that a Japanese air
attack on the crowded industrial area around Caleutta
would bring panic to the civilian population. When the
Japanese finally-struck early last week, damage was slight
and casualties were few. During the first raid, on Sunday
night, Caleutta’s industrial population apparently gave little
indication of fear, and work in the dock area returned to
normal the next day. Monday night's attack, although
apparently no more devastating in its results than the first

3 one, caused a considerable exodus of port workers, and a

certain falling off in port activities. Yet few industrial
workers left the city, and the net effect of the raid was
scarcely one of panic.

Controversy Over Indian Unity

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

Chungking Faces Its Domestic Problems

In the plenary sessions of its annual meeting at Chung-
king, the Central Executive Committee of the Kuomintang
Party has adopted a series of resolutions which stress the
necessity of strengthening domestic political solidarity, in-
tensifying the military effort, improving administration, and
tightening price controls,

The resolution dealing with political solidarity is so phrased
as to be capable of varied interpretation. According to the
official Chinese explanation, the Central Executive Committee
is holding out an olive branch to the Communists and other
minority groups, but other observers believe that the resolu-
tion constitutes a last warning to the Communists to behave
or take the consequences. Observers are also skeptical as to
the possibilities of great increase in the Chinese military
effort, since they believe the Chinese army is, in general, too
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poorly fed and equipped to depart for long from the present
pattern of predominantly defensive military operations.

The resolutions which stress the need for improved ad-
ministration and stricter price controls, however, undn:_nuhtedly
reflect the increasing pressure of economic difficulties upon
the Chinese Government and Kuomintang Party. Demands
for curtailment of expenses, control of prices, reform of taxa-
tion, increase in bond sales, and reorganization of the finances
of loeal governments, have been frﬁquentl:,f heard and the
Government has been forced to take cognizance of them.
The shortage of competent administrative personnel, the
lack of established machinery for enforeing pl.:iﬂﬂ u?ntrﬂla, and
the difficulties involved in radiecal admimﬂtrn.twar reform,
make it improbable that any great improvements will result.
But it is obvious that the Kuomintang feels praiase:d to make
some moves against inflation, if only to maintain its present
dominant political position.

New Wedges in the Buna Beachhead

In New Guinea, Allied forces have made some new gains,
but while the Japanese position is regarded as desperate, the
enemy is still showing no signs of collapse. On th]e contrary,
despite the reported loss of their commander, their failure to
receive reinforeements, and our superior fire p-DWEl'Lbﬂ-th in
the air and on the ground, the Japanese are defending their
intricate jungle positions with a zeal which can ur}l].r be com-
pared in this war to that of the Russians at +Eta.]1ng.rad. In
the Buna sector, a general attack of air, artillery, mf:imtr:,r,
and light tank units has won us control of Cape Endmad:e:re
and the “new landing strip”’, but the Japanese are h?ldmg
the east side of the “‘old strip”, and progress elsewhere in the
sector has been slow. Around Sanananda, there apparent]y
has been little activity (see map, The War This Week,
December 10-17). Our forces evidently are proceeding
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cautiously in order to keep casualti
advantage of air power, : D fake g
Along the New Guinea coast farther to the no
Japaneneqlandinga were made last week, oyr aircraf
been active in strafing operations, but apparent] g
enemy troops reached shore than was at first I'epﬂrted}: o
despatches—perhaps no more than 200, At Madgmnm
farther up the coast (beyond the Japanese bages at II_].:E. s
Salamaua), an enemy convoy was caught bv gur a »
Decern?her 18 and one light cruiser was left in g w
condition; the Japanese nonetheless suceceeded in lﬂ:a,i:liuEr
troops, Inﬂmmediataely above Buna, near the mouth l; h.E
Amboga River, Australian patrols are engaging a fawu.l :
nese forces put ashore December 1-2 from destroyers w;i!:l{
originally had been headed for Buna, Small Japanese land
ings along t.rhe jungle coast probably will continye in Imv.
with the ?wdent enemy intention of making any hnld
may obtain on the strategic positions—air fields and h;:
bors—as costly and hazardous as possible.
~ In the F-t?lnfnnns, the situation is unchanged, but at Raha
131 N{;w Britain an urnprecedented mn-::entmtit;n of merchant
mte}?aﬂ sh_—mgnther with a heavy cruiser, 20 destroyers, and
other light vessels—suggests the possibility of renewed 1::p~era-

tions here, as well as of f
ol ’ urther eff
Posttions in New Guineg. orts to strengthen Japanese

rthwest, Whepe

Repression in Boliviq

. Uﬂrﬂﬂ;t among Indian
In & strike, has evoked sh

Bolivian Government, Farp measures of repression by the

0od and fuel supplies for striking

miners h
rs have been cut off, andlthrﬂe of the most prominent
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These latest moves in the Bolivian Government’s campaign
y suppress the P. I. R. and end labor “agitation” at the
ines may prove effective for the time being. But they are
ot likely to increase tin production, The Indian laborers
n the bleak Bolivian Plateau have genuine grievances,
cording to many observers, including Ernesto Galarza,
*hief of the Division of Labor of the Pan-American Union.
»w wages, shortage of food and fuel, a rise in cost-of-living
rices of more than 1,700 percent since 1931, and the knowl-
dge that profits from newly-inereased tin prices are flowing
ito the pockets of the mine-owners—these are among their
snsons for downing tools,

Conservative and reliable banking sources in the United
itates, moreover, scout the Bolivian Government's charges

Communist and Nazi influence among the strikers. It
as been pointed out that, as far as the Communists are

Moncerned, any agents they might have there would be in-

rested primarily in ending the strikes and resuming pro-
luction, in order to speed lend-lease aid from the United
vations to Russia. Other independent groups, such as the
thno-Geographic Board of the Smithsonian, have called
ttention to various steps the owners might take both to
win the Indians' confidence and to increase their productivity.
o far, however, the owners and the Government have ap-
parently been content with trying to starve the strikers into
submission.

redicament in Argentina

The decision of Argentina’s Supreme Court to prosecute
for espionage the German Naval and Air Attaché, Captain
Dietrich Niebuhr, confronts the Castillo Administration with
an embarrassing dilemma: a sensational spy trial, or a
German refusal to waive Niebuhr's diplomatie immunity.
Either event will give aid and comfort to Argentina’s anti-

17




SECRET

Nazi and anti-neutrality forces. Moreover, the thorough I

entanglement of foreign and domestic issues in Argentina
means that a defeat on the espionage affair would endanger
Castillo’s reactionary policies not only on the diplomatie,
but on the home front as well.

Aftermath of Bracken's Election as Canadian Conservative
Leader

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

Meanwhile a recent Gallup poll shows a strong swing to the
C. C. F. Throughout the Dominion the poll estimates that
the Liberals would obtain 36 percent of the electorate today
against 55 percent at the 1940 election, the Conservatives 24
percent today against 31 percent two years ago, while the
C. C. F., which polled only 8 percent in 1940, would today
obtain 23 percent of the electorate. The Gallup experts
estimate that while the greatest C. C, F. strength—40 percent
of the electorate—would be in British Columbia, the party
could probably poll 36 percent in the prairie provinces, 27
percent in Ontario, 14 percent in the Maritime Provinees,
and 7 percent in Quebee.
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APPENDIX 1
ENGLISH ATTITUDES TOWARDS THE UNITED STATES'

The English press throughout the past six months has been uniformly friendly
o its attitude towards Ameriea, loud in its praise of American military and naval
successes, hardly less enthusiastie about American war produetion, and eager to
promote & larger measure of Anglo-American eooperation both during and atter
the war. Issues which might well have arisen over the American invasion of
Pritish spheres of interest in Africa, in Bouth Ameriea, and in the Near East,
though no doubt troublesome to those in high places, have found hardly any ex-
pression either in the public press or in the debates in Parlisment.

Though the Darlan affsir in North Africa has not helped matters, there is, on
the whole, much less evidence in England of tension in the relations of the two
gountries than there was in the six months immediately succeeding Pearl Harbor.
This has no doubt been due in part to the successes of the United States in the
Pacific. It is probably due in part also to increasing awareness that the elosest
eooperation with the United States offers the best promise not only of winning the
war but also of winning the pesce. The heroie efforts of the Hussians atill eon-
tinue to command the admiration of the English rank and file, but except among
& handful of Communists there is little evidence in England of close kinship with
the Hussians. The English rejoice in Russian military prowess againat the
common enemy, but they recognize that Hussia is fighting her own fight for her
own purposes, and they are not at all certain that these purposes are consonant
with their own. Towards America, however, English feeling is inereasingly that
of common action toward the common end, This feeling has clearly been intensi-
fied by joint planning, by joint action on the high seas and in North Afries, and
by the utterances of American statesmen, particularly Mr. Wallace, Mr. Hull,
Mr. Welles, and Mr. Perkins, on post-war aims.

Kinahip and Candor

Indesd, it is probable that the English are muech more consclous of kinahip
with Americans than Americans are of kinship with the English. There is noth-
ing in the English press comparable with the anti-British sentiment that per-
meates an important part of the American press. Probably Americans are
much less conscious of their need for British help than the English are of their
need for American help. In any case, the English in their ;publie utterances,
not only in the press but increasingly in the House of Commons, appesr to be
almost pathetieally anxious to avoid giving offense to Amerien, For that
reason it is perhaps not altogether safe to accept the English press as frankly
expressive of English feeling towards America.

In this respect the English weeklies are much more outspoken, and on occasion

! Based on & memorsndum prepared in the Research and Analysls Branch of the Office of Birategic
Bervice.
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much more eritical, of America than are the English dailies. It would be hard tq
find on either side of the Atlantie a more unbiased but at the same time & Jesg
inhibited analysis of American attitudes, policies, and performances than in thy
London FEeonomial. Equally frank are Julian Huxley's articles on Ameriean
affairs in the London New Stalesman and Nation. But the circulation of such
periodicals is very limited, and they can hardly be taken either to refleet or in any
large measure to direst English opinion.

In general, the English daily press limits its attention to those matters about
Ameriea which have s direet bearing upon Anglo-American relations. It giveas
great deal of attention to American military and naval operations, American war
production, American war aims, and Ameriean post-war planning. It is, almosg
without exception, enthusiastic about President Roosevelt. This enthusiasm
early transferred itself to Mrs. Roosevelt on her recent visit to England.

The Elections

8o far as the internal affairs of the United States are concerned English com.
ment has in the main been confined to the American elections.! Early in the
summer, most of the English dailies predieted an ineressed majority for the
Demoeratic Party; after the primaries they were not so sure, and after the election
they were mainly concerned with pointing out that the Republican vietory, so far
as it was not due to merely local causes, was to be interpreted chiefly as a eall for
more vigorous effort in the prosecution of the war. The London Economisl, how-
ever, struck quite another note in an article which bears a title—Luece in Tenebris—
reminiscent of Luce's notorious attack upon Britain in a recent number of Life
“Americans,” it declared, ‘"have voted for dead party lovalties and living medioe-
rities . . . for the equivalents of the men who told Abraham Lineoln that he was
quite wrong, . . . In this election, as in the primaries, it has not done any harm
to have had a most vulnerable pre-Pear]l Harbor record . . .  To represent this
vote as chiefly an expression of the will of the American people Lo wage more
vigorous war ia to display a power of faith that s dangerous, if very English.
President Roosevelt is weakened, not strengthened, by the repudiation of his
friends and the election of his enemies, . . . To do the vietors in this election
justice, they are not disposed to impose their pattern on the world. They want
viotory . . . but they do not wish to use victory for any coherent purpose. . . .
The people of the United States seam this year to have voted to wage war with the
arme of the fesh but not the arms of the spirit. . . . It is by no means certain
that the vietory does not mean & return to Hardingism,"

Provocalion

For the most part, expreasions of disagreement between England and Ameriea
in the English press have been provoked by American criticlsm of England. In
general, the English have ignored the perennial virulence of Colonel MeCormick,
Captain Patterson, Mr, Hearst, and Anglophobes of that kidney, but they were
provoked by the attack of Mr. Luece in Life, the essence of which was that Ameries
was not fighting to hold the British Empire together and did not mean to be
exploited by England for that purpose, On the whole, the English papers took

I The A meriean stroggle sgainst inflation provelked some Intersst, and Sir Walter Clirine's visit to Ameris
[nwited some consldorstion of Amerisan trads unlons,
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ihe matter calmly and were content either to point cut that Mr. Luee did not
speak for America, or else to quote Dorothy Thompson's broadeast refuting him.
None of them were anything like so outspoken as Vernon Bartlett was in his
communication to Life on the subject (Life, October 26).

The Luee letter was eoon forgotten, but its eritieal attitude toward British
imperial policy eontinued to find expression in America and was brought once
again forcibly to the attention of the English by Mr. Wilkie's broadeast on
October 26, It is true that Willkie's attack upon the British polley in India
was & reflection rather of anti-British sentiments which he encountered In the
Far East ot large than of any special knowledge of Indis. Nevertheless,
it was received in good part by the English press, and in papers like the Man-
chester Guardian, the New Stotesman, and the Economist was even applanded.

This waa due in part to the fact that many influential English papers, ineluding
even the London Times, have been eritical of the government's Indian policy.
1t was due no doubt in part also to Mr. Willkie's commanding position in Ameriean
politics. In any case, the issue passed without ill-will and may aven have served
to good purpose by awakening the English to a realization of the fact that their
whole imperial policy called for careful serutiny., Margery Perham's special
artiele on America and the Empire in the London TYmes for November 20 and
21, and the brilliant editorial on the same subject in the same paper on November
21, clearly admit that American criticlsm, though ill-informed, is not without
foundation and eall for ancther appronch to the eolonial problem than Churchill's
“We mean to hold our own,"

Friction From the AEF

The problem of Anglo-American cooperation has, of course, been brought most
forcibly home to the British by the presence of large numbers of American troops
in Narth Ireland and in England. Upon the attitude of the English towards
these visitors we have abundant evidence from many sources, though the English
nawspapers have relatively little to say about it. In general, the Americsns have
been well received, and the English have made heroie efforts to make them feel at
home, There have been pome complaints of American arrogance, a few aof
American drunkenness, and quite a little resentment among the English at what
they consider the unequal treatment of American negro troops by their white
compatriota.

The chiof eauses of {rietion, however, appear to arise out of the relatively high
pay of American troops which give them greater spending power and greater
attractiveness to lower-class English girls, It has been suggested more than ones
in England that the inequalities of pay might be met if part of the soldier's pay
were withheld and eredited te him for use in Ameries. Hostile critieism af
American troops has apparently been much more pronounced in Morth Ireland
than in England. They have even been charged there with spreading infantile
paralysis and with drugging young Irish girla. This may be taken as an evidenoe
of Nazi propaganda, which i rife in Ireland and is doing its best to sow dissension
between Allies?

1Tt bn peported from Ausiralla that the chief eatises of feletlon with Amerlean troops thers are: (1) thad they
have more mooey; (2 that they have more tobseco; () that they have smarter unliorms and therefore are
more atirmetive to the feminine eye.
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L' Affaire Darlan

The latest manifestation of friction between England and Ameriea is in connes.
tion with the Darlan affair in North Afriea. To some extent this has been thy
natural outeome of the differing attitudes of the British and the Americans townrg
the Viehy Government, The British have never been strongly in sympathy wity
the American disposition to keep on speaking terms with Vichy. Instead, they
have given full support to De Gaulle and the Free French and have insisted thay
Vichy and all its partisans, Pétain, Darlan, and Laval in particular, were enamis
and should be treated as such. So, when General Eisenhower eame to terms with
Darlan, there arose almost at once a loud outery in the English press and in the
English House of Commous. Newspapers like the Daily Herald (labor) and the
News Chronicle (liberal), which generally take & very friendly attitude toward the
United Statea, have been particularly outspoken.

The Herald calls upon the Prime Minister to make a publie statement as to
where Britain stands and what American intentions are. The News Chronicle
remarks, “We believe that were the proper restraints of wartime not now oper.
ative, there would be a popular outery in this country against the deal with Darlas
comparable to the uprising of public opinion against the Hoare-Laval deal"
The London Times is more moderate but still hostile, The Eeconomist (Novembe:
21) goes so far as to say, "1t is doubtful whether the intervention of Darlan altersd
the actunl course of events by more than a few hours at the most,” and coneludes,
“there is a strange and frightening contrast between the remarkable military
eooperation which has altered the whole face of the war in a fortnight and the
complete absence of any politieal counterpart.”

In the House of Commons members were even more outapoken.
comments are typical.

The following
n the view of & large number of peaple in this country,
Darlan must go."” “Is General de Gaulle . to be sacrificed to Darlan
the rat? The statement of President Roosevelt does not help us. To
put things right Darlan must be removed at once.”  “Are we to understand that
the position has now been reached in which a General in the field is allowed to
decide the government's allies in the war?" On the 26th of November permission
was asked to disouss a motion which began, ‘“That this houss is of the opinion that
our relations with Admiral Darlan and his kind are inconsistent with the ideals
for which we entered and are fighting this war."”

The Sirains of Dependence

Mr, Eden, as leader of the Commons, has done his best to quiet this agitation
and has publiely announced British official endorsement of General Eisenhower's
policy in North Afriea. But it is quite apparent that sentiment in England is
running strong against the Darlan arrangement, and that there is & definits
undercurrent of resentment at the United States in consequence. One member of
the House of Commaons observed that the British “'government do not dare to do
anything because they have to move to the tune which is played by the piper in
New York." And the same sentiment appears in the weekly surveys of British
opinion made by the Ministry of Information. Note for example the following:
“Many think Americans sre chiefly responsible for present arrangements with
Darlan. BSome aesert that if our keenness to please the Russians were half o
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that to please the Americans, the war might end sooner. Trust in Roosevelt is
declining.”’

It i interesting to observe that the liberal and labor papers and the labor
members of the House of Commons have been most vociferous in this attack upon
Darlan. And it is not without sign ificance that in the expression of public opinion
the point is once more raised that more attention should be paid to Russia and
less to the United States. It would be dangerous to conclude, however, that the
rank and file of the English lean towards Russia, the upper classes toward Ameriea.
What we had better say is that the English are becoming increasingly conscious
aof their dependence on the United States and a little resentful of the fact. It may
he that this resentment is guickened among ordinary English folk by cceasional
covelations of arrogance on the part of the American troops stationed among
them. They tend to romanticize about the Russians, but they realize that they
have to live with us.

APPENDIX 11
TURKEY'S FOOD POSITION'

Shortages of eertain foods in Turkey, while by no means acute from the stand-
point of health, have apparently convineed the United Nations of the need for
continued exports of wheat to that country, Apart from humanitarian impulses,
the Allies seem to be motivated by consideration of the following advantages:
receipt of grain from the United Nations should improve Turkish civilian morale
and generate friendly feelings toward the providers; it should strengthen the
Turkish Government's faith in our lend-lease commitments; and, finally, it #h ould
help to build up supplies in a strategic sector of the Middle East,

Accordingly, the United States and Great Britain have shipped between 100,000
and 200,000 tons of wheat to Turkey during the past year. Turkey hopes to
gontinue imports on as large a seale in 1943, if necessary.

The limiting factor on the amount of grain which can be sent to Turkey is,
of course, shipping. The Turks have tried to arrange for French ships to trans-
part it, but recent developments have probably eliminated that possibility. The
United States has agreed to give wheat priority over all other shipments to
Turkey and has consented to provide any amount of wheat which the Turks
may want, within reason; but we have made it clear that we cannot undertake
to provide transportation for it.

The Shortage

Compared with the peoples of nearby European and Middle Eastern countries,
of course, the Turks can hardly be described as having a food shortage at all.
Their supplies of legumes, olive oil, sheep’s milk cheese, dried fruit, and nuts
sppear 1o be sufficient to meet the average eitizen's dietary expectations. But
in meat and—more importantly—in bread, Turkey is experiencing in certain

! Based on & memorandum of the Resssrch and Analysis Branch of the Offios of Birategia Borvices.
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arcas a defieit grave enough to neceasitate rations which, for at least some seefigp,
of the publie, are definitely subnormal.

Meal

The eurrent shortage of meat ¢an be traced in large measure to the ssve
winter of 1041-42, which is estimated to have killed about 2,000,000 head of
livestock and to have reduced drastically the acreage of fodder erops. In add.
tion, large requisitions by the Army and the reluctance of peasants to sell o
pravailing prices have further curtailed stocks available to the publie.

Hrrr.‘ll‘f

Turkey's bread shortage is the more remarkable in view of the fact that {ke
country is presumed to have had repeated “carry-overs” of grain. Because of
the record erops of 1938, 1939, and 1940, wheat stocks either in government or
in private hands must have amounted to nearly 1,000,000 tons at the time of the
1041 harvest—even if one makes liberal allowances for grain wasted, used s
pead, or fed to livestock, Under ordinary eircumstances, such & stockpile would
have been more than enough to offset the poor wheat harveats of 1941 and 1942

That it has not sufficed must be attributed to increased requirements and to
weaknesses in the country's distribution system.

Rise in Requirements

With the building up of the Army and the diversion of many persons to mot
active pursuits, the nation's need for food energy has been incremsed. Bines
bread is Turkey's chief souree of that energy, the demand has risen eorrespond
ingly,

Rations instituted early in 1942 amounted to 750 grams daily for soldies,
peasants, and manual laborers, 375 grams for other adults, and 187 grams for
children—or an average of 550 grams for the population as a whole. This was
roughly the same as pre-war average consumption, but since requirements had
risen, the rations were lower than the amounts which would have been consumed
if controls had not existed. The ingidence of these controls has been borne by the
less mctive adults and ehildren. Furthermore, successive culs in rations hawve
fallen on these fwo groups, while the allowances for heavy workers, soldiers, and
peasants have been maintained,

Hoarding, Public and Privale

Unless the Government has concealed stocks of grain somewhere—which
wioulld be difficult on any large seale—it seems unlikely that official reserves have
been large epough o affect the country’s total market supply to any significant
degree.  Public storage capacity is inadequate to take care of more than a small
pereentage of the vearly erop,

Cirain hoarding by the peasants, however, has been a cardinal faetor in the
present situation. Wheat produetion is carried on by some 4,000,000 farmens
seattered throughout Turkey, and the problem of eollecting their stores—if they
are reluetant to sell—is extremely difficult. Their grain i= stored in underground
pits covered with straw, in small villages all over Turkey. BSince the prices now
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offered by the Government are not very atl.ra.dti.\ru to IZ'IZI.? farmers, the latter are
doubtless holding back & large ghare of their supplies, with the aim of selling at
least & part on the black market. Repeated requisitions by the Government have
failed to bring forth anything like the desired quantitics,

Transporialion

The problem of grain distribution is aggravated by the geographieal separation
of wheat-producing from wheat-consuming areas. Non-wheat producers, num-
bering over half of Turkey's population, are located chiefly along the scaboard at
s considerable distance from the Central Anstolian Plateau, which is Turkey's
richest wheat-producing area. Since Turkey's chronic lack of rolling stock has
heen further aceentuated by the strain of military movements, and sinee the sub-
marine menace has probably diverted to the railroads much of the coastal shipping
which ordinarily traversed the Black Bea, a bottleneck in transport has—not
unexpectedly—oceurred.

It may be noted that this difficulty in collecting and transporting grain to the

1 sities has its advantageous aspects for the Government: besides warding off

demands for grain from the Axis, retention of grain by the peasants provides a
safeguard in caee of invasion. Since the heaviest output of wheat takes place in
the interior and is hidden there in numerous small caches, an enemy foree eould

& not easily appropriste it

APPENDIX III
“MAPS FOR A NEW WORLD"'

Enemies of the Nagie have frequently, during the eourse of this war, made them
a present of psychological weapons. But in no case perhaps have these blunders
produced such unfortunate effeets in so many different countries as the now
notorious article, “Maps For A New World," by Professor George T. Henner of
Teacher's College, Columbia University (published in the June 8, 1042, issue of
Colliers). Theodore Kaufman's book, Germany Mus! Perish, which advocates
the sterilization of all Germans, has been translated by the Nazis into German,
equipped with a trick-photography frontispiece showing Fresident Roosevelt
dictating its contents, and widely disseminated among the Wehrmachi. Bir
Robert Vansittart's indictment of the German people has proved extremely useful
tu Goebbels' men in convineing the Germans that they have no other course but
to fight on and stave off utter destruction, Neither of these instances, however,
has provoked repercussions quite as widespread snd as serious ss Professor
Renner's.

What Renner Proposed

Purporting to present a “brave new world redesigned for lasting peace,”
Mr. Renner’s three colorful maps not only dispose arbitrarily of sll ancient,

| Hased on a memorandum prepared by the Research and Anslysis Branch of the Ofce of Birstegle
Eervipes,
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rankling, territorial controversies, but in effeat, wipe out the independent existengy,
of every small nation in Europe. (See map). Bwitzerland is partitioned Bmong
France, Germany, and Italy; Portugal is swallowed up by Bpain; Belgium apg
Holland are divided among France, Germany, and England, which s givep 4
portion of both, as well as all of Ireland; Estonia goes to ""The United Btates of
Fennoscandia,” Latvia to the U, 8. 8. R, and Lithuania to "Czecho-Polsks >
France gets s portion of Bpain; an enormous new Germany ineludes not only
Alsace-Lorraine, Schleswig-Holstein, and those portions of Holland, Belgiug
and Bwitzerland, already mentioned, but also all of western Poland, the Sudeter.
land, Austria, Hungary, and part of Humanis. Italy, on the other hand, gety
Corsica, Niee, and Bavoy, as well as the whole Dalmatian coast, Russia loses 1
“Fennoscandia” the Kola Peninsuls and Karelis, but receives from Turkey th
whole European coast of the Black Bea and the Straits, while Turkey getdSyrs
Iraq, and portions of Iran. The newly-created Balkan Union has thus no outly
to the Adriatie or the Black Sea.

In Africa, Spain gets the const of French Moroceo, Italy a huge Libya extendisg
south to the Congo, and Germany a great block of Belgian, Portuguese, Frenc
and British colonies. In Asia, the Russian Maritime Province is ceded to Japas,
which keeps Korea, Formosa, and a large number of Pacific islands; great areu
of China are eeded to Russis; India annexes Burma, and is divided into separats
Moslem and Hindu statea; S8iam and Indochina are fused.

Uae of the Arficle

If this staggering solution of the world's ills, which rubs salt into nearly even
axtant grievance between nations, had been generally regarded merely as &
instance of one man's irresponsibility, it would, perhaps, have done littls ham
The Axis, however, has seized upon Professor Renner's maps, declared thet the
represent official Ameriean poliey for the post-war world, and made speaial ue
of them in those countries where they would best serve its interesta.

North Africa

North Africa is the only region elose to operations in which the article has w
vet been used, In mid-September, the Nazi Armistice Commission in Frenc
Moroeeo drew the attention of French authorities to the maps. Naturally, the
future allotted by Renner both to France and to French Moroeco caused a verg
considerable stir. General Noguds himsell appeared to believe firmly tha
Ameriean professors are paid by the Government, and that their utteranees are
therefore official, All that our representative eould say to the eontrary failed to
convinee Noguds that Renner iz only & private citizen, Early in Detober, it wa

authoritatively reported from Casablanes that Viehy military and naval intelligence §

officers were circulating the article to line officers. Only three days before the
beginning of our invasion, Espafla, the pro-Axis Spanish paper in Tangier, took
ap the ery, Henner's map, it said, deserves attention because his “rank ss 8
university professor and his close relationship with political circles in Washington
indicate that his ideas are very influential in the United States.'

—_—
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Turkey

Foremost smong neutral gountries where the article has been used by the Axis

is Turkey, whose good will is of obvious importance to the United Nations. For
centuries the Turks have fought Russian pretensions to the Dardanelles, and still
actively suspect Russis of ambitions to control them. Thus Renner's bland
announcement that we musat avold the mistakes of Versailles and at the next
sce give the Straits to Russis, was well ealeulated to alarm the Turks,
The Cermans, taking clever advantage of this, timed their two propaganda
cam g to coincide with the two most important American moves to win
Turkey— Willkie's visit to Turkey, and the visit of a group of Turkish newspaper-
men to the United Btates.

On August 25, during the negotiations for Mr. Willkie's reception, the normally
pro-Axis paper Cumhuriyel ran an article by its military commentator, General
Erkilet, who expressed hia femr that the Renoer program “gives an inkling of
what may happen in case of an Ameriean world vietory,” and linked Willkia's
forthcoming visit with Renner's proposals. This innuendo apparently had ita
offect in high quarters, On August 27, the Foreign Minister, Numan Bey, told
our Ambassador that Prime Minister Baracoglu and President Inonu had for some
time been planning to be out of town at the time when, it now appearsd, Willkle
was expected, Numan also raised the problem presenied by Willkie's plane—an
army bomber and its eraw, neither of which was technically permitted to enter
Turkey. The content and tone of the Foreign Minister's statements were, in the
opinion of our Ambassador, “partially the result of” General Erkilet's article.

A month later, enthusiastic despatches from the Turkish newspapermen visiting
the United States began to appear in the Turkish press: at this point the Germans
resuscitated Renner. The Axis-subsidized press put on a solid week of propa-
gands. Referring to Renner as “ithis world famous professor of professors, . . .
this highly respected scientist,” Tasviri Efkar declared: ““This map is based upon
ihe so-ealled humane principles of the Atlantic Charter . . . Istanbul and the
Straits have been in Turkey's possession for nearly five centuries—that is, fifty
years before the discovery of America. We on our part now ask the esteemed
professor on what grounds and authority he is 5o generously giving Turkish rights
and Turkish territory to others. Before receiving an answer to this question,
however, we hereby declare our national hatred of this expression of utter non-
sense in America."

This defiant utterance was followed up in the next day's Sem Fosls with a
typical Nazi propaganda statement: that Henner l'was among the experts eon-
sulted by the United States Government in the preparation of the Atlantle
Charter.” An American denial that the article was official was pushed scornfully
aside: “We know only too well the important place which Columbia University
of New York occupies in the field of Ameriean eulture.” Tasviri Efkar continued
the attack: “We would like to know what would be the reaction of Americans and
their press if one of our professors were to state that the Panama Canal should be
returned to Colombia, its rightful owner. The ridiculous views of this pro-
fessor do not in themselves constitute the only indication leading us to surmise
that the principles of the Atlantic Charter are, like those of President Wilson,
only & trap laid to deceive humanity."

pe
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fkdam adds s Goebbels touch. “This blockhead of a prolessor
to the author, who met him in Istanbul some twenty-five Years
dancing in the street to the tune of a Turkish soup dealer ohg
childish enough to believe his Jewish guide, who told him that 4}
polka played on & special ingtrument. This may help
authority of this eminent professor,"”

Picking out the themes of these inspired articles, Rome radio, in & hf‘ﬂﬂ-ﬂmtin
Turkish, quoted the Turkish press as saying that anyt hing can happen in Ahotiey
but that this ineident derives its significance from the fact that Professor Bg.
“is the very same man who was called as a geography expert aboard the Potomg
{sic!) when the Atlantie Charter was drawn up.”

Turkish newspapers friendly to us protested that Renner did Nt Fepiress
offieial opinion; but their demurrers were mild and ineffectual, It is diffieyt; |,
estimate the net effeet upon Turkey of this Axis campaign: but it ean Soatosly

have failed to undermine confidence among some groups in the integrity of gy
post-war intentions,

i no H‘I.I"rmh.
BEO BS & fooe

PRing tripe Ao
18 WS g Turkis
to throw some light on u;

Portugal,

Portugal provided an arena for Axis operations on the propaganda plane: (.
country was both neutral and & vietim of Professor Renner's reorganization of
Europe. A propagands leaflet in Portuguese, colorfully printed in red, white, apd
blue, earried the German message. In three cirgles on its front cover Portugy
proper, Angola, and Mozambique wers each represented as crossed off the me
with & heavy X of red paint, splashed from a brush dipped into & can coversd
with the stars and stripes. The heading: "It is enough that the imperialism a
Roosevelt wipes Portugal and her empire from the map."” Page 2 reproducsd
Renner's maps themselves and pages 3 and 4 gave the mesaage in full: “Com.
patriota] the Demoecracies, convineed that they cannot win the war, now turn i
threats. They who pretend to be the heralds of liberty for small nations have
dropped the mask. The United States has a diabolical plan for the new world,
& world made by Mr. Renner in which there is no room for us Portuguese, In
America, where there is no liberty of the press, a professor is an official mouthpiees
of the American Government, all the more because he is professor of geography
In Celumbis University,'

The leaflet went on to contrast Renner's assertion that Portugal iz a “"maone o
les= artificial state, maintained exclusively by the British fleet” with Premisr
Salazar's statement that “The unity of the Portuguese Empire is not an artificisl
ereation.”  Disclaiming any desire on the part of the Axis for the Portuguess
colonies given them by Renner, the leaflet continued in & burst of patrigtism:
“If on the one hand we are sonvineed of the faith of the Reich and of the ability
of our soldiers, who will fight to the last man to prevent this disbolieal plan being
put into practics, we derive an the other hand consolation from certain of Mr.
Renner's own worda *It js possible that the Axis will win the war. In this cast
our plans eannot be earrled out.” Let us all pray for this turn of events, and e
us be grateful to the United States for having confided its intentions for a new
and better world. Now we shall remember this slogan which the United States
Bives us: An Allied viotory will mean the destruction of Portugal.”
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Analysis of Exposure to Fayroll Savings Flans
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(As reported by the War Savinga Staff's Staté Administrators)

Fusbar of [irms wlth payroll ' Total : Pearcent of total bavin
savings plans % mumhar " savings ulznjg payroll

E E ! H of firma i - .
: Apre 18 : Dec. 12 ; Deo, 1% (estimated) . Apr. 18 : Dee, 12 : Dee, 19

State

AlabasS sssavnnnsnssnannnana 6?* ﬁE ED

ATlZonBsssrsansnnssssnnanns lh lh Eh 133 133
APEANBRSsssnassadadnadaas s 1?# 17 Eh lﬂﬂ 100
Horthern CaliformlBsesnnnns 131 152 o qH ?
Southarn Callifornlicsssasss = lﬁh Ta é? gg

ColoridOesssnsnnnnnnrnnnnans & 1 B
Conneatitutesasnensnnnannnas 126 6% 133 13?
TN T e g ) - EF ﬁ5 lﬂb lDﬂ
Diatriet of Columbl@esssses ?E 62 1 100
Flﬂridllli-ttiitliliii---,. : Hh 4” 58 ?E

dﬂﬂrgll-llllllllllllll----- lEE EB
Tll-rlﬁll'l"lllll'l‘l'lll'l.iii--- lﬂﬂ
Illlnnidllllllllli.l.i-i’I' ?B
Inﬂlnﬂ‘lIlllllllllili-l.ij' : 5

- &

Iﬁ-ll!#llllllliiii-ii--i"'

El‘]-llaa'ulrlI'II"'!-III'I'I'Ii-ii'q ‘2‘
K‘ntucwi--"--""llll-l-ili 3
Lﬂuili‘m"""‘lll EREERE e W
!ﬂ-ingi LE AR AR AL BELREREIERNRE N ER Y]

lerlﬁndﬁ"l"l'l LA R R R NN NN

MasspchusettBesssanaasnsnms
Hinhisln"---lll‘lllllll---
“lmulﬂt’a.---ll-lllliiIIII_
Hl‘aiuaippilillllllli--l-p'
Hl..U1lr1-.--llllllii.il-II'

En“tqnlillni---rv---lnlll--
HBLriak“iliii**!-!!!!lilihl
Heavadh: ssns EEEE e
law ”!ﬂplhirﬂ--------------
Naw Jﬂra“?“!--vlllllllllni

HE' "ﬂxlcnlllh‘l-IIlllllllt
H" anhllllllllll'|||-|]ll--
North E.rﬂlin&;i11qli-ljtat
North DakotBess sesansenss s

UhLDI--'-Iﬂll-l-l.li--“"‘-l-l-ll

leﬁhumltvrv!rrunnn........
Drﬁﬁunilltiirrlllillllttq.‘
Pennaylvanldciconsnsssssses
Rhﬁdl Illlﬂd|||llillnlliIIi
Bouth CarolinG..csssssssssss

South Dakotfesssnsssnsnssnn
T‘n“q-".ii!t!lllllllllii'.
T&:‘lilll--"'ullllllii--jt
“h‘hlllt-ivvvivfillliiii;'.

“#r’ﬁ“tlll-t'liillllii-ip"

Vlrglnll....-.--...-------¢
Hllhinﬂtﬂ“,--------;--qqqnn
Weat Virginis.esssssnananas
WigoonBlneseeassssssnnnnnnn
“rﬂﬂlﬂgrll[i!lllli-t;;-----

‘lliklrt!t!tttif!rlll+lil-.

H.ilrn‘dljjllllllllj-;----*

Tﬂtlllllrir!lllll-l-lt"... 5 EE
—

Treaaury Department . December 25, 1942

4 Data are for December 12, inassuch as no December 19 report was received,




Firms Bmploying 100 to 499 Persons Participating in Fayroll Savings Flans
(As reported by the War Savings Staff's State Administrators)

t Number of firms with payroll Total Fercent of to v
t_____ savicas plens St o !!zé;;i.ii;;:f PayrolT

1 H t of fir=s £
; Apre 18 } Deos 12 | Dec. 19 (satimated) Apr. 18 | Dec. 12 ! Dea. 29

ﬂ.hm-ll-il-lrlrrrl"llill-it -'I'h'g z? 2 5' }h?
F e s T ™ T I eI} h‘ 1 Tl
ArKanNDRBsassssmnnnnssnnai e glz -
Horthern Californissssasss ? £ T T
Sautharn Californissesasss Ij' 11 Hl
Coloraddsssnsnsnssnensnans 11% 13 137
SonneatisuBssssnsnsannnans 131

mll'l.'l.'.-i TTI TSR ITrI RN

District of Columbimssssss :LE,E
Flﬂrmﬁﬁ‘---‘.-‘-‘""..'ll.. 1

SRUN® SEESE
@epop
SFETS FoESR

ﬂ'lﬂrﬂllliilrttttttlllllu-l 133
IdahOssssssssnssnsnnssnnnn

INlinoldcsssnssansssnsaann 1;35""“
Iﬂ-d.l.n.ull-l-ri FEREFaRdaaEEEAR

Iﬂ.llillliiifiiill--i aaada

=

SERER
Te SEE8E

EANAABssssnansaaa o s ana i@
Eihtuﬂk‘}'-q-q AEEFEES SRS
Loulplangesssnvassinasnanns
nmi.iiiiiifillililiiiil

ll.l"flll'id-r-t--i I TTETETREEY

BER JEEEE SIEVS

£ FeEER

"‘-.“m..tt.illllllilli-l
uiqmmflllllll-l"iliiiii
Minnssothesssnsnanssnssnnn
Misslemipplssessssnssnnssn
Missourlsssssnnssnnssnnnan

NontanDAsssasnnansabsnsanin
HebraskBssssnnnssnnssnnnnn
NevadResssavnnasansnanannn
Rew Hampahiresssesisnssins
l“ ;““Tllll-ll--liriilll-

=

New MaxloQssussssssnnssaas
How YorKevsssnsavsnssnnsnn
Iﬂm umlml-“lllliil'l'l
Borth DakobRsssssnisnanoans

mplllllll‘lllllll#fllllll

mmrillii-l'll-l-llll|ip'
w“.i‘i-.....i-lll--‘.-

!Iﬂﬂ-lrl‘llﬂ-l--tq-#- ITTITL
Ahode Islandsssssssssassss
Bouth CarolinBecesssscssens

Bouth DakotRsssssssssnnsss
Tennesnsb.aa EEEE R

TeXABassssnasnsnansassnssun
Utabssassssasnssnnnnannssa
Vermontesssnssansssssnnsns

sEsdEEREERBEERRERE
e EFERRERERE R
Waat V sasdEREREEEEE

: WisconsiDssnsnssnanssnsins
I '[‘h-i-ﬂijlliq-ilniiiilit#-q-tt

Alasklsssnnssannsssssnusan
Bellrcadlssssisssaasusaans

EBS: BRIRE 2Es3d &

=

=g @e

il
ol
bl Wiy
e

S8 BEse

g3

hmlllliill‘il‘lllll'--lll‘ 1&. !'ﬁ

“s LEE SRIBE 8

Treasury Department December 25, 1912,
# Duta are for Decsmber 12, inasmich as no Decesber 19 report was redelved.




NOT TO BE RE-TRANSMITTED

} -
COPY NO. /

Informition received up to 7 A.M., 25th December, 194:.

MILITARY
LIBYA., 23rd. Our advanced patrols reached a line running

from about 15 miles south to 30 miles south-southwest of SIRTE. Thers

was little enemy activity. Lnemy forces in SIRTE appear from eir recon-

nalssonce to have been reduced.
RUSSIA. The Russlan offensive contimes in a two-pronged

thrust southwards end is nov threatening MILLZROVO from East and West,

AIR OPERATIOHS

INDIA ;6D BURMA. 22nd. United Ststes Liberators bombed

RANGOON Docks. 23rd. Hurriecanes damaged huts, hangars and pun sites at
MAGHE. 16 escorted Japanese bombers attacked FEUNY Airficld 55 miles north
of CHITTAGONG and hit the runway. 23rd/24th.’ Two enemy aircreft bombed

CHITTAGONG,
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TREASURY DEPARTMENT 14
INTER OFFICE COMMUNICATION

DATE December 76,

TO Secretary .ﬁnx;gen thau

rdvds
FROM Mr, Heas ﬁ?’

Subject: The Eurrenu} S8itustion During 1943

In acecordance with your request, lMr. Norman Thompson
submitted three guestions to us with respect to the cur-
rency situstion. These cuestions are the followlng:

1, What is the present sltuation on purrency?

2. What is the estimated need during the year
ahead?

3, Are we going to be able to meke 117

Identicel cuestions were submitted with respect to colne,
The problems involved in meeting coln reculrements differ
from those involved in meeting currency requirements, how-
ever, and the coinage situation 1s, therefore, teken up

in a eeparste report which ie belng submitted along with
this memorandum,

The analysls of the data relevent to the currency
eituation has developed several charts and tables which
bring out the answers to the questlions submltted. Theee
are attached to thie memorandum and are discussed in the
peragraphe that follow, For purposes of convenlience, a
elight departure has been made from the period mentlioned
in the second guestion —-- the year sghead -- and all eatl-
mates in the tables and charts cover the l3-month period
from December 1, 1942 to December 31, 1943,

The present situation on currency (the first question)
1g covered by Chart I which traces the growth since 1937
of the number of pleces of currency in circulatlon, by
denominations, Chart I shows that the eirculation of
currency uv to the $20 denomination has, with the excep-
tion of $2 bille, been increasing markedly in recent years.
Thie increase has, moreover, been particularly sharp since
the middle of 1940 when the Government begen to really
accelerate the volume of military expenditures,




Secretary Morgenthau - 2

T™he need Tor currency in the period ahead (the second
cuzation) will consist of (a) the need for currency re-
quired to take care of the estimated expsnslon 1n the
nation's money in circulation, and (b) the need for cur-
rency reguired for relssues necessary to replace the money
that wears Cudsesesiollar bllls are now replaced at the
end of 9 montiis on the average, and currency of other de-
rnominationa on the average of onece a year, Data on the
total need for currency -- 2-1/2 billlon pieces, if re-
1gsuss are continued at the present rate -- are shown by
denominations in Table A, atteched, They are shown 1n
summary oy the red bars in Chart II.

These figures on the total need for currenc allow
for an inerease in circulation of approximately 3,4 bll-
lione by December 31, 1943, distributed 1n pleces by de-
nominations in the manner shown by the dashed lines 1n
Chart I. Currency in circuletion on that date will smount
to §17.9 billions, it ie estimated, as compared with 814.5
pillions on December 31, 1942, $10.4 billlions on Decem-
per 31, 1941, and §&.0 billions on December 31, 1940, In
egtimating the currency expanslion, & series of correletlons
have been made between the volume of wages and salarles
paid out end the number of pleces of each denomination of
currency in eirculation. These correlations, which appear
11 Chart III, indicate that the expansion of currency in
1942 will be characterized by a trend toward the use of
the higher denominstions, These are, of course, more con-
venlent for hoarding.

The prospects of meeting currency requirements durlng
the period from December 1, 1942 to December 31, 1947 (the
third guestion) are brought out in Chart 11 by a comparison
of the red bars, which set forth the total currency needed,
with the green and orange bars, which set forth on several
bases of assumption the capaclty of the Bureau of Engraving
and Printing to print currency, The Bureau, this compari-
son would seem to indicate, is likely %o be able to meet
its requirements in the period that lles ahead, although
it might have to make some ad justments in 1ts workling
schedule or allow currency to circulate for a somewhat
longer period of time than heretofore,




Secretary Morgenthau -

As s matter of faet, 1t might be setated that no
tmoediate adjustment in the Bureau's program apoears to
be called for becsuse the currency needed figuree shown
on Chert II ere likely to be maximum figures -- unless,
of course, the country experiences a gharp riee in the
price level which 1e sccompanied by & corresponding rise
in wages and salaries by December 1943, They give no
weight, 1t should be noted, %o several influences which
should contribute toward reducing currency outstanding
in 1943, Among theee are (1) the Tfact thet a larger
than herctofore proportion of the wages and Balaries
earned will go into taxes and savinge bonds directly
without passing through the hands of the wage earners,
(2) the fact that an exvended volume of savings held in
currency will cesuse people to place thelr money with the
Government or the banks to avold losa or theft; and (3)
the fmct thet part of the population will be outslde of
the country in the armed forces.

Although the Bureau appears 1n a poeltion to meeT
all recuiremente now in prospect, it should be noted
that -- according to Mr, A, W. Hall, Dlrector of the
Bureau -- 1t is essential that a staff of plate printers
be mailntained eguivelent to the present number employed.
The lozg of many of these vital employeces during the
past year and the Buregu'®s inability to replsce them
with new employees (even with the personal help of the
leaders in the lsbor unions) hae placed the Bureau 1in
the position of having more machlinery than 1t has man-
power to operate the machlnery. A decline in the num-
ber of plate printers working at the Bureau much below
the prseent number would cause production to fell below
the levels shown on the chart,

On the other hand, according to Mr, Hall, plate
printers could be usged more effectively to mset produc-
tion needs if the offeet process of printing were sub-
stituted for the plate printing process in producing
aavings bonds, The offeet process would produce a per-
fectly satisfactory savings bond, buf, sccording 1o
Mr. Hall, the mere mention of such 2 prospective change
in the printing process would provoke an extended, bitt

1sbor controversy betwsen the engraving and printing
unions, Congress, and the Treasury.

Attachments
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Chaert I

ESTIMATED NEED FOR CURRENCY AND PRODUCTION
ESTIMATES UNDER VARIOUS ASSUMPTIONS
Number of Fieces of Currency, Dec.|, 1942 to Dec. 3l 1943
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Table A

Currency Production Program Regulred to Meet the Estimated Demand
For Currency During 13-Month Perilod Dec, 1, 1942 to Dec. 31, 1943

(In millions of pleces)

2 i 85 : $10 ; $20 ; $50 ; §100

ber of pleces outatan ing
. 30, 1942 - . 26 326 320 194

A

mper of pleces egtimated to
outetanding Dec. 31, 1943..... 510 275

cresce in outstanding 5l

ber of pleces %o be issued
offeet pleces withdrawn
om circulation,

+s1 production reculred
vesent basis)

ga: Reduction in productlon
esible by lengthening time

at currency remsins outstand-
g by 3 monthe

tel production reoulired if
me currency remains outstend-
1e¢ lengthened by 3 monthe....




Chart III
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Appendix to Chart III Which Relates
Currency in Clreculation to
Salaries and Wages

Thias chart shows the relatlionship between the
number of pieces of each kind of currency outstand-
ing at the end of each year, from 1338 through 1942,
and the total wage and ealary payments 1ln the last
& monthe of the corresponding years. A line has
been drawn as nearly as posslble through these
observations for each dencmination to represent the
trend of the relationship, and to provide a means of
nrojecting this relationship through 1943, This was
used to estimate the volume of each denominatlon of
currency required at the end of 1943, based on the
expected wages and selaries in the last half of that
year,

It will be noted that the apparent demand for
the lower denominations of currency, while continulng
to ineresse, has been rising thie year less rapidly
then in earlier years in relatlon to wages and sala-
ries.. The demand for such types of currency as $10
and $20 bills, on the other hand, has been rising at
an accelerated rate in relation to salarles and wages,
probably because of their convenlence for hoardling.
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

pate Decerber 25, 13942

10 Secretary Morgenthau
= Al
FROM lir, Haas .f:
— __.,.-""_r'
Subject: The Colnage Situation During 1943.

In accordance with your request, Mr. Normsn Thompson
gubmitted three cueetions to us with respect to the coln-
age situation, Theee guestions are the followlng:

1, What is the present situation on coln?

2, What is the estimated need durlng the year
ahead?

3, Are we going to be able to make 1t7

The analysls of the data relevant to the colnage
situation has developed several charte and tables which
bring out the answers to the cueatlons gsubmitted, These
are attesched to this memorandum and are discussed in the
paragraphes thet follow. As was noted in the memorandum
on currency, a slight departure has been made from the
seriod mentioned in the second question -- the year ahead ==
and sll estimates in the tables and cherts cover the 13-
month period from December 1, 1942 to December 31, 1943,

The present situation on coin (the first cuestion)
is covered by Chart I which tracee the growth ln the
number of coins in eirculation sinee 1937. Chart I shows
that the cireculation of all coine hase been increaslng
markedly in recent yeare, This increase has, MOreover,
been particularly sharp since the middle of 1940 when
tne Government began to really accelerate the volume of
military expendltiures,

The need for coilns in the period ahead (the second
question) would ordinarily conelst of (a) the need for
coine required to Toke oore of the estimated expanelon
in the nation's coin circulation, snd (b) the need for
coins == a very small one -- necessary to replace the
pleces that wear out and are returned to the mints for
melting down, However, the pleture of the need is not
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entirely clear at thie moment becouse the effect on new
colnsge of two need-inecreasing developments, the policles
for which have not been fully developed, 18 unknown,
Either of these -=- (1) the withdrawal from circulation

of a substantial number of pennles or nickeles now out-
getending to be melted down for their metzl content which
i1g desired for war purposes, or (2) the poesible enact-
nent of a Federal sales tax —- 1g llkely to reoulire the
minting of & large number of new colne,

The penny and nickel withdrawal proposals are ln cur-
rent prospect, The Wer Production Board has been diecues-
ing a program to be undertaken as s00n 28 possible whlch
wouli involve the withdrswsl of either 1 pillion pennies
or 500 million nickels. The penny program would provlide
the nation's war industriee with 3,500 tons of metel; the
nickel program would provide 2,750 tone of metal. These
amounte sre relatively emell but in view of the ghortages
that are in prospect the Board congiders them important,
New colns mede of less criticsl materials than the old
penny and nickel would be reculred, of course, to replace
the coine so withdrawn,

The penny withdrawal proposasl was submitted to the
House Committee on Banking and Currency a few weeks ago,
you will recall, with the suggestlon that 1t be included
in the coilnage messure (S-2889) then being consldered.
The proposal was not included in the act that passed both
Houses of Congress because 1t was submitted to the House
Committee too close to the end of the sesslon and too late
to obtein conslderstion by the Seneste Committee on Eank-
ing and Currency. The War Production Board 1s actively
interested in obtsining the metal, however, and may be
able to obtain legislation on one or the other of the
withdrawsl proposele from the new Congress,

A Pederal ssles tax does not present en immedlate
‘problem to the Mint but such a tex may be a poeslbllity
before the year is out, In the paet, the operation of
anlee taxes in the varlous States has inereased the need
for minor coins for chsnge making purposes. These Taxes
usually ceus=d the prices to the consumer of most goods
and services subject to the tax To be regilstered in odd
amounte. A Federel sales tax would have the same cffect
and might be likely To cauee & nation-wide need for small

\
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coins. 1t wes to help meet this need, if and when 1%
aevelops, that the Mint sgked for suthority to coln
i-gent pleces, an suthority which has been included in
the aforementioned colnage measure.

Although the prospects of the eoin withdrawal opro-
posale and a sales Tax are unclear, we have resolved
their prospective needs for new coins on what is felt
to pbe e reasoneble basis so that a rough eetimate of the
1evel of the total need for colne under various clircum-
stances can be made for analysls DUrposes, These estl-
mates appear in the peouiremente® bare in Chart II and
sn Table A, Their preparatlon assumes glternatively
(1) that there will be the normel expansion in need for
coins: (2) that in addition, 1-1/2 billion new colns will
be needed by December 31, 1943, to allow the consummatlon
of both of the penny and nickel withdrawal programs, and
(%) that in eddition, 500 milllon new ecoins should be
coined by the end of 1943 to provide for the coln reculre-
ments of a Federal sales tax 1T one should become efiec-
tive late in the yeer., (Thie last mentioned flgure is
an arbitrary one and has been spllt evenly between pen-
niee and nickels, The pennies might turn out to be
3-cent pleces and the nickele might be half-dimes. The
coinage problem would not be much different in either of

thege eventa,)

The figures on the need for coins to meet the ordi-
nary coln expanslon durlng the year allow for an lncrease
in circulation of approximately $30 milllons by December 31,
1943, distributed in pleces by denominations in the manner
shiown by the dashed lines in Chart I, Coin 1in circulation
on that date will amount to $990 millions, i1t is estimated,
ae compared with §500 milllons on December 21, 1942, and
$760 millions on December 31, 1941, and $650 millions on
December 31, 1340,

In estimating the coin expanslon, & geries of cor-
relations have been made between the volume of wages and
salaries pald out and the number of pleces of each denom-
ination of coin in circulation. These correlations which
appear in Chart III indlcate that the expansion of coln
Ain 1943 will be charscterized by & flgttening of demand
for the lower denominatlons, gnd by & trend toward the use
of the higher denomlinations of coln,
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Tne demsnd for the lower valued coins, it 1s noted
from the chart, rose less rapidly 1n 1942 than in earlier
years in relatlon to wages and salaries. It would appear
that the demand for such coins for making change and other
purposes has been nearly satisfied, and that thelr bulkl-
nesg makes them unsultable for hoarding. The demend for
50-cent coins, (and for such types of currency at $10
and $20 bills,) on the other hand, hes been rising at an
aecelerated rate in relation to salaries and wages, They
are used for hoarding and to reduce the bulkiness of an
accunulation of emall colns,

The propsecte of meeting coln reguiremente during
the perlod from December 1, 1942 to December 31 1942
(the third cuestion) are brought out 1n Chart 1t by a
comparison of the "peguirement" bars -- calculated as
indicated above —- wlth the Wgapacity" bare which set
forth on two bases of assumption the capaclty of the
Bureau of the Mint to produce colns. The Mint, thle
comparison would seem ToO indicate, 1s likely %o be able
to meet the normal expansion in coins that will occur in
the periocd that lles aghead. It cen meet a withdrawal of
coins or a Federsl sales tax sccording %o Mr, Leland
Howard, Assletant Director of the Mint, only by obtain-
ing a large increase 1in appropriation -- & riee from the
present 33.5 millions to ﬁ?.E millione -- to permit a
substantial incresse in personnel. In additlon, the
Mint will have to be authorized 10 pay Wages at levels
necessary to meet outside competition for employees and
will have to obtain a sufflcient Eupplg of metals %o
allow continuous minting operations. t would obviously

be impossible, in this connectlon, to make up in a few
monthe at the end of next year the coinage lost because
of insufficient supply of meterials or & lack of funde
to operate at full capaclty during the early part of
the year.

Attachmente
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Chart I

R OF COINS OF EACH DENOMINATION
R IN CIRCULATION
Actual June 1937 to Nov. 1942; Estimated Dec. 1943
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Chart T1

ESTIMATED NEED FOR COINS AND PRODUCTION

ESTIMATES UNDER VARIOUS ASSUMPTIONS
Number of Pieces of Currency, 13 Months Dec. |, 1942 to Dec. 3l. 1943
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Table A

Ooin Produetion Program Required to Meet the Eatimated Demand
for Coin During the 13-Month Period Dec. 1, 1942 to Dee. 31, 1943

(In millions of P_iuuul] (
P 1 . 56 ' 108 | 256 . 506 . Total

L]

“Jumber of pleces outstanding :
Nov. 30, 192, eerevsvrcesnnsasioscesss 10,500 2,53 1,988 g21 322 16,167

Number of pleces estimated to be
outstanding Dec, 31, 1943, ... iveeeenns 11,060 2,645 2,230 928 394 17,257

-
Increase in outstanding.....c.vevsveuss 560 109 alip 107 T2 1,090 =
Number of pleces to be lssued to
offeet unfit coines withdrawn from
Girn‘ulﬂ-tinn'iililiii!-llilllllilliiilll E i E E _J J_
Total production required for
ﬂﬂl‘mﬂl ﬂ-.mﬂl‘nﬂiilliilllillliifll-l'*ill-lil- 565 llh’ EED 113 TE 1'12[:
Additional produetion regquired %o
offset coine withdrawn for metal
nﬂntantlllirtll'ili-li!tinrill-llllilll ljaﬂn Sﬂo - et - 1150u ‘
Additional production required to
meet possible sales tax neede p Y UOCSE 250 250 = = B 2 =
Total production required to be '
prﬂ?iﬂ.ﬂﬁ rﬂr--iillll--lqi-i--iltillill'll'll" 4_——1 Elﬂ _—u—sau MI—LEU '—1__11_. -ﬁ_—-— -llg_n.

Office of the Becretery of the Treasury,
Division of Research and Btatistics. December 19, 1942,

Note: Silver dollars are not shown on this table because the requirements during 1%-month

period can be met out of existing stock,
1/ Colne minted might be 3-cent pleces and heif dimes inetead of pennies and nickels, ’




Chart III
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Appendix to Chart III Which Relates
Coin in Cireulation to
B8alaries and Wages

This chart shows the relationship between the
number of pleces of each kind of eoln outstanding at
the end of each year, from 1938 through 1942, the
total wage and salary payments in the last 6 months of
the corresponding years. A line has been drawn as
nearly as possible through these obgervations for each
clase of money, to represent the trend of the relatlon-

and to provide a means of projecting thie rela-
. tionship through 1943, This was used to ectimate the
volume of each kind of coln reguired at the end of 1943,
baged on the expected wages and salaries in the last
half of that year.

It will be noted that the apparent demand for the
lower valued coine (cents and nickels), while continu-
ing to inorease, has been rising this year less rapldly
than in earlier years in relatlon to wages and salarles.
It would appear that the demand for guch colns for mak-
ing change and other purposes has been nearly satiasfied,
while their bulkiness makesa them unguitable for hoard-
ing, The demand for 50-cent coins, (and for such types
of currency as $10 and §20 bills,) on the other hand,
has been rising at an socelerated rate in relation %o
galaries and wages, probably because of their convenl-
ence for hoarding.




COFY HNO.

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

1. NAVAL

A convoy of 16 ships arrived in Russian waters intact
yesterday, 11 of them have reached Marmansk the other 5 are
enroute for Archangel, 4 preliminary report states that H.M.
Submarines have sunk a 2500 ton ship off Naples and an auxil-
iary schooner, a 400 ton tanker and a minesweeper from which
12 prisoners were taken off eastern Tunisia.

2. MILIT4RY

IUNISIA. Persistent rain contlnues to hamper
operations., On the night 22nd/23rd the enemy were cleared from
positions north and north east of Medjes El Bab, our casualties

are estimated at 100,

RUSSIA. On the central front the intensity of the

Hussian offensive west of Moscow appears to have diminished,
On the middle Don the southern thrust has made further progresa,
A deep thrust seems to have developed westwards from the River
Chir running parallel and north of the Stalingrad-Lik Aya
Railway, In the Caucasus the Russians have eliminated the
German salient in the Terek area by recapturing Alagir, several
1ucalitigg southeast of Nalchik have also been pre-eccupied.
3+ AIR OPERATIONS

ITALY. 23rd/24th, U,8. Liberators bombed installations
at Naples. 1

TRIPOLITANIA. 24th. 7 aireraft on the landing
ground i%ihun were severely damaged by Kittyhawks.

INDI&. 24th/25th, About 9 enemy asircraft attacked

Caleutta, Hurricanes damaged 1 of them,

£
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Information recedived up to 7 A.M., 27th December, 19424,

Ruseian Navel Light Forces sank a U-boat in the BLACK SEA on
tha 19th. A United Statea 7,000 ton ship sank a U-boat southwest of COLOMBO
on the 24th. Reference OFTZL No. 437, on Lith one of H.M. Submurines torpedoed”
s 5,000 ton ship off BIZERTA, vhich blew up, and on the 17th a 6,000 ton ship

with two torpedoes and also hit a Grecale class Destroyer. Both these vessipe
H"l

canaldered sunk.

2, MILITARY
LIBYA. Units of Tth Armoured Division ocecupied SIRTE st midday

on.25th. The roads and the landing grounds were mined end there were also
booby traps in the town.

TUNISIA. Throughout 24th the struggle for the DJEBAL EL AHMERA
feature north of MEDJES EL BAB continued. By dusk we wers in possession of

all but the crest. On the southern flank our armoured patrols were again

hampered by mud and poor visibility and did not repetition not cstablish con- ’f

tact with the enemy.

RUSSIA. In the DON Area the Russian of fensive continues to
make srogress along the VORDNEZH-ROSTOV Railway towards MILLEROVO and west of
this railway. They have taken a number of important places including TARASOVEA
on the rallway 20 niles south of MILLEROVO., In the MIDDLE DON  nusber of & “
groups Appear-to be i’ﬂn].l.'l.l:ﬂ.. . Te the southwest of STALINGRAD the German counte
of fensive has been qhmknd and mml 1nu&l1t.in, ineluding CHILEROVO, have

————

bgnn rﬁn-m:upl.v‘d l:l]r the Rn.llnimn In. the Gﬁﬂﬂﬁhﬂﬁ, the Russisns continued
thelr nrlﬂw'- northwest of ALAGIR.
3. AIR OPERATIONS

TUNIBIA. 25th/26th, Wellingtons froam MALTA bombed the docks

at TUNIS, LA GOULETTE and SOUSSE.

BICILY. 25th/26th. Alrcraft from MALTA attacked the airfields
at ﬁmIEU and CASTEL VETRANO, snd on the 26th bombed snd machine gunned the
landing ground :v..MEﬂﬂJEﬁ ISLAND where hits were made amonj dispersed alr-

eralt. :
1
r




December 28,
9:30 a.m.

GROUFP

Present: Bell
Paul
= Sullivan
Buffington
Kuhn
Thompson
Blough
Gaston
Cairns
Schwarz
Haas
. Graves
. Klotz

H.M.JR: Herbert?

VMR, GASTON: I have nothing.

MR. SULLIVAN: T have here prepared copies of every-
thing in connection with the new income tax folder, including

copies of the letters. I thought you might want it for
your record. (Papers handed to the Secretary)

H.M.JR: John, if you had a chance to put someone on
the radio for fiva‘ar ten minutes to explain to individuals

how the Victory Tax works, could you do it? Iow many
minutes would it take somebody to do it?

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

H.M.JR: Easternt?
MR. SULLIVAN: Yes, sir.
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H.M.JR: Fifteen minutes a week?
MR, SULLIVAN: Yes, sir.
HM.JR: How is that coming to you?

MR. SULLIVAN: It is the Atlantic hookup.
it last year in Washington.

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

ME. SULLIVAN: You couldn't do it in five minutes,
but you could in ten.

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

MR. SULLIVAN: Yes, sir.

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

MR. SULLIVAN: Yes, sir.

H.M.JR: What I have in mind is this: I will know
more about it tomorrow, The progrem that we have been
putting on for War Bonds from six to seven Saturda{
night - I am not going to get emotional about it, but it
is so unbelievably lousy that I never was so ashamed in

r 1ife of anyting., I called up Peter Odegard, I was
first poing to call you (Graves), but that anybody con-
nected with the Treasury should let anything like that
%n on the air is just an outrage, and I am going to cancel

he whole thing. It isn't the money; it 1is what goes on

the air. Peter agrees with me. We are having the geupla
down - we are going to postrone the whole thing, bu

it is just inexcusable that anything like that should be
allawai to po on the air with a Treasury name. It is

the second time. The week before - it is inexcusable, and
all T can do is to stop it - I mean, the week before I

heard it, and this Saturday I heard it, and it just ruined my
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week end. So I sent for Bill Murray and Rainey,and so
forth, end so on. Then I listened to the other program.
How many people heard the seven to eight program Saturday
night?

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

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

WR. GAMBLE: That is it; I heard it.
H.M.JR: Would you buy a bond after listening to that?

MR. GAMBLE: No, I don't think the Treasury should
be identified with that kind of a program.

H.M.JR: I think it is terrible. In the first
place, I think it is terrible that we spend five thousand

dollars for a program like that; and secondly, it is
terrible that it is the kind of program it is. I would
spend a hundred thousand dollars not to have had it on
the air. There is something wrong, Harold. All I can do
is to stop it. I can't write a program, but somebody
somewhere out of the three hundred people in War Savinga
staff ought to be able to do & program. It is pretty bad.

The other ome which followed at ten-fifteen - I
shouldn't have to be doing any of this; it upsets me.
I can't think about important matters, The ten-fifteen
program was & good program, but it had no more to do
with War Bonds than Campbell Soup has. Who heard the
ten-fifteen program?

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

H.M.JR: No. It just shows how little interest -
nobody heard it here but one. It starts out H%th, "This
is WOR, sponsoring a program for the Treasury. It went
right into a story about a New York detective who becomes
a military police. It went on for twenty-five minutes
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telling the story about the life of a man who was an

MP, It was very well done, but it has as much to do =~

I was waiting to hear at the end of it, "And now buy

milk of magnesia," instead of which it gave fifteen
seconds, not more - maybe ten - on war bonds, at the end
of that program. Then it had an extract from Dewey.- they
went all the way to California - by Herbert Marshall. Why
vou have to switch & program clear to California and have
Herbert Marshall read an extract of fifty words about
Dewey is beyond me.

Mi. GASTON: Tom Dewey?
MR. GAMBLE: No, John Dewey.

H.M.JR: But you Eanile are responsible. You can't
just wash your hands of it. I shouldn't have to do it

at all. I don't like to get you in Monday morning to
scold you, but I have got to, because after all it is

the good name of the Treasury which I am responsible for.
I would like you to get into it, Harold.

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

H.M.JR: I want these people to be here tomorrow.
I want these people to be here tomorrow. I want to stop
it in their presence; I am not going to stop it behind
their back. Odegard, Rainey, Callahan, and Murray and all
the rest of them = I will tell it to them to their face,
and tell them wh¥. T told Murray when I was up in New
York that I didn't want any more of this horror astuff.
I got & letter from my son Bob on the desiroyer, and he
said, "Why do they have to keep preaching to us all the
time? Why do they have to give us all these morale
lectures over the radio." He said, "Programs are
constantly coming over from the United States with all
of these lectures, and everybody on the ship is sick and
tired of it. Why can't we have some decent music. We
have to turn-it on to get the English or German stuff to
listen to any decent music." I told that to Murray
when I was up there a month ago, but he doesn 't listen to
me. Neither does Callahan, so the only thing I can do
is to just cut it off.
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(Mr. Paul entered the conference.)

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

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

MR, SULLIVAN: Yes, sir.

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

MR. SULLIVAN: Yes, sir.
HM.JR: I will find a place for you.

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

H.M.JR: I would like to very much.
MR. SULLIVAN: All right. I think the clearest

outline of it is in a memorandum from Tim kooney to
Commissioner Helvering.

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

MR. SULLIVAN: It is going to be a great boon
not only to the individuals who own the securities, but
especially to the banks. It has used up & great deal of
time for them. We expect we may lose a little money
because of this, but the time we will save can be devoted
to other things that will give us a net gain, I think.

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

MR. SCHWARZ: Yes.

MR. SULLIVAN: The Qutdoor Advertising people
made up a booklet showing the extent and type of adver-
tising they did for us under George Buffington last
year on taxes, tax-free advertising, or rather {ree
advertising on taxes of forty-four thousand dollars.
They sent it over. I didn't know whether you wanted
to see it or not. We thanked them at the time it came
OVer. .

H.M.JR: I have seen that. I think T have, haven't
1?2 I don't want to write any more letters to the Qutdoor
Advertising--

MR. SULLIVAN: I had them thanked orally. That is
all, sir.

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

H.M.JR: George?

MR. BUFFINGTON: No, I don't have anything.
H.¥.JR: Paull

MR. PAUL: I told you everything last night.
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H.M.JR: After this meeting I want a breathing
spell; then I thought that you, Bell, Blough and I
could get together.

MR. PAUL: All right,
" H.M.JR: Anybody else on that?
MR. BEIL: What is that, on the statement?

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

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

MR. PAUL: Just me. They called me up at home, Dan.
They spent the afternoon up there. They insisted and
CEme OIn UP.

MR. BELL: Did they po over the statement?

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

MR. BELL: T mean, did they go over our statement?
H.M,JR: He didn't show it to them.
MR. PAUL: I didn't show it to them. We had showed
them an earlier draft of it, about five or six days
before - I guess it was the beginning of last week, wasn't
ite \
MR. BLOUGH: Yes, it was after they had come over.

MR, PAUL: They never saw the draft that went to
the President.

MR. BFIL: Heas has been in on that.
HM.JR: All right.
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MR. BELL: Herbert, have you seen the statement
we prepared?
MR. GASTON: Yes, I saw it.

HM.JR: 0.K. Then a few minutes afterwards,
Randolph?

MR, PAUL: All right.

MR, GAMBLE: I have nothing.

MR. KUHN: Mr. Banyas has some very good plans
for making over that chart room,as you wanted. I wondered
if you wanted to see him or see his plans before he went
ahead with the work. There is some carpentry and paint-
ing involved, but it is going to be a good job.

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

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

HoMoJR: - Yes.

MR. KUHN: Do you know who has the negative of that
film of Dover?

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

MR. KULN: The negative from which the film was
made 7

H.M.JR: The whole thinf was handled -the developing

and the whole thing was handled by Stephens., I mean, it
was developed by the Army. He handled the whole thing.

MR. KUHN: The people who saw it said that the shots

of Smuts and Churchill were about as Ennd as any that can
be found in the film libraries, and they are very anxious
to have them.

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




MR. EUHHN: Yes.

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

MR, KUHN: They will be delighted. They want them
themselves, as a matter of fact. They want a copy.

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

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

HM.JR: I would like two copies prepared right
away, and I want to send one over my sipgnature to
Churchill and one to Smts.

MR. KUHN: Right.
H.M.JR: Will you?
¥R, FKUHN: Yes.

MR. BLOUGH: I have nothing.

MR. CAIRNS: I have nothing.

MR. HAAS: I have a draft of a memorandum on sur-
lus supplies. I would like to have a few minutes -
ere is an error in the thing.

H.M.JR: All right.
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MR. HAAS: That is all.
H.M.JR: White?
MR. WHITE: I have nothing.

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

MR. WHITE: We had a meeting Thursday, and we
are going to have another meeting tomorrow. After
that meeting you will probably want to see the report
in the form in which it will be and have an opportunity
to make some changes.

H.M.JR: Where do we meet on Wednesday?

MR. WHITE: We met here.
H.M.JR: Where will we meet?

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

H.M.JR: I would like to spend some time with you
before we go up there.

MR, WHITE: Wednesday morning or Tuesday afternoon?

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

MR. WHITE: All right, sir. If you can, make it as
late as possible.

H.M.JR: Three o'clock would be my deadline.
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(Mrs. Klotz entered the conference.)
MR. WHITE: All right.

We also had another meeting with State and others
on the Stabilization Fund, in response to Mr. Hull's
request that we have another meeting. Apparently it
was Pasvolsky who had created some guuhtn in Hnlg'a
mind, but he is now completely satisfied. He has taken
it up with Hull, and I presume sometime in the near
future they will get in touch with us. Some modifica-
tions were made. It is in better shape.

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

H.M.JR: Who do you suspect, Harry? (Laughter)

MR. WHITE: I don't know who to suspect, but I
don't know who--

H.K.JR: Who controls that? It is very simple.
Stephens can - it goes through the Ferry Command - I
mean the Army Transport.

MR. THOMPSON: We have been working on that, but
we haven't been able to get any satisfactlon.

MR. WHITE: He isn't the most important man, but I
know a lot less important who are going over 1n the next
six months, so I don't understand why they are teking
that attitude. I will take it up with Stephens.

H.E.JR: The thing is completely controlled by the
Army. Weren't you in London with me? (Laughter)

MR. WHITE: Yes.

H.M.JR: Remember how they controlled those .things
over there?

VR. WHITE: Yes. All right.
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MR, SCHWARZ: There is a growing discussion in the
ga ers of this plan for pa{ing now for goods to be
eiivarad later. You may be asked about it this after-
noon. I thought I would mention it to see if you wanted
to discuss it.

e H.M.JR: How does that differ from the Var Bonds?
MR, HAAS: It is not as good.

MR, WHITE: We must have received at least a half
a dogen letters from various important places in the last
six months, making that suggestion - or possibly the last
year, and we have in the past prepared leiters showing
why it is not a good plan.- It has cropped up again, I
presume, because Kaiser is boosting it.

MR. SCHWARZ: And Nugent.

MR, PAUL: Ralph Nugent of OPA has been the big
pusher of it. He talked with me. T had lunch with
them two weeks ago. The press was after me all the end
of last week.

MR, WHITE: I think we quFt to make certain that

the memorendum is aveilable end comprehensive, because
apparently it is gathering momentum. We have been
uEprnanhad about that a mmber of times from important
P

HECE8E8.

¥R, PAUL: HNot only that, but almost a year ago
e man named Friedman in New York brought it up.

MR. KUHN: The Meredith Publication has been coming
down here trying to get us to adopt it - months ago.

MR. HAAS: The Secretary has written & letter to
Sloan of General Motors, and elso the president of
Westinghouse.

H.¥.JR: Just for fun, see who can discover the
oldest letter.




MR. WHITE: I think it is the Friedman letter.
H.M.JR: Elisha?

ME. WHITE: No, a young fellow.

H.X.JR: I was amused at this letter to the Times-
Herald this morning. (Reading) "The scheme for
'installment buying in reverse' being discussed in
puliuquakin% Government quarters did not originate with
an OPA expert or Henry J. Kaiser, shipbuilder, as is
claimed, but with John W. Hanes, former Undersecretary
of the Treasury." (Leughter) And at the end - "Hanes'
idea is only one of the many for which he has seldom
received credit publicly." (Laughter)

MR, GASTCN: We will let him have this one.
MR. PAUL: What is that you are reading?
H.M.JR: Times-Herald.

MR. BFLL: Mr. Secretary, I think it is important
that all those things be centered in one place. We
are writing too many different leiters, and each one
expressing & little different idea on it. I think they

all should go to Haas.

MR. WHITE: Every letter that left my office has
been cleared by everybody, including yourself, Dan.

MR. BELL: I think they all ought to be centralized -
all in one spot.

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

MR. BELL: I mean particularly on the financing and
plans like that. The; ought to go through Haas' place,
or be there for answering.

H.M.JR: Who routes them?




MR. BELL: I don't know.

MR, THOMPSON: Those addressed to you are sent to
Mps. Forbush. I will check on it.

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

MR. THOMPSON: Yes, sir.

VR. SCHWARZ: You might want to say samething,
at the rate they are asking questions about 1it.

H.M.JR: Who will give me a memorandum on it?

VR. BELL: I think Haas' office could give you a
memorandum on what we have done in the past year in
replying to those questions from our angle.

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

MR, WHITE: I don't think there is any difference
in opinion.

MR. KUHN: Mr. Secretary, the day after Kaiser
made his speech the head of the Willys-Overland Motor Com-
pany gave a press interview in which he just tore that
plan to shreds. I think a clipping of that might be
helpful.

H.M.JR: Who talked?

MR, KUHN: The head of the Willys-Overland Auto-
mobile Company replied to Kaiser, end did it very scath-
ingly. He said the plan was cock-eyed and Fha War Bond
feature of it was illegal, and the whole thing was as
crazy as anything he had ever seen.

H.M.JR: Paul, have you been in on it, too?
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MR, PAUL: The people have been coming fto me for
a year on it. I have got & memorandum opposing it. I
had lunch with Nugent and Gilbert not long ago.
referred them to Bell. I told them that the thing to
do was to have & conference with the Bond people in the
office, and I had not arranged that yet.

H.M.JR: You had better loock into this thing,
Norman - I meen, how meny different people are answer-
ing the thing - the thing that Bell raises - because
correspondence does come under you, doesn't it?

MR. THOMPSON: Yes, sir.

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

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

MR. BELL: My point is it is a financing matter
and it ought to be centralized in the financing organi-
zation.

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

MR. BELL: I have seen very few of those people.
T knew Nugent was talking about it. We have written
a number of letters on it, oppesing it, peinting out
that what you are doing is giving the people who hold
the bonds priority on post-war production. There
are a lot of angles to it.

HM.JR: To get this thing - who works on it for
you?

MR. PAUL: WMr. Blough's office.

H.M,JR: All right; White has worked on it, and
Heas and Blough. Would the three of you get together -
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that is what these nine-thirty's are for - and see
that I have something at three-thirty, Harry and George
and Roy? Get together and get me something in here

by three-thirty.

Then you (Mr. Thom son) lock inte this tling about
this correspondence, will you?

MH., THOMPSON: Yes, sir.
H.¥.JR: What elsef?
MR, GRAVES: Nothing.

H.M.JR: I have not seen any figures on the E Bonds,
so if you know what they are, I would like to know -
ags of Saturday.

MR. GRAVES: I have them. I supposed you got yours
direct from George.

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

ME. HAAS: We give them to the Secretary once a
week unless you specifically ask for them.

MR. GRAVES: Would you like me to--
H.M.JR: I will ask your secretary to bring them in.

MR. GRAVES: We have them through the 24th.

MR, BELL: All I have is thruu%h the 2lst - four
hundred and twenty-five million of E Bonds up to the

2lst.

H.M.JR: I was hoping they were good so I could
say samething about it.

MR. GAMBLE: Over a hundred and ten percent of our
quota.
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MR. GRAVES: No, it is much lower than that. I
find in checking with Mr, Haas' people that for some
reason or other the banks are very slow in reporting.
He had seven of the Feds reported on Wednesday and seven
again on Thursday. There is samething there - the
figures look bad, but there is that explanation for them.

-

H.¥.JR: Have you got anything?
MR. GRAVES: Nothing.
MR. BELL: I have notining.

MR. THOMPSON: This is Mr. Haas' report on coinage
and currency which you asked for. (Report handed to the

Secretary.)

H.M.JR: All right.
MR. THOMPSON: If I could stay a minute, I would

like to spesk to you asbout Mr. Mager.
H.M.JR: All right.
MR, BFLL: I will be ready for you all by ten-fifteen.




December 28, 1942
10:30 a.m,

TAXES (Budget Message)

Present: Mr. Bell
¥r. Gaston
Myr. Paul
Mr. Blough
Mr. Haas

H.M.JR: Now, let's hear about what happened
Saturday.

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

MR. BLOUGH: Of course, they didn't know what the
purpose of the draft was. As a matter of fact, I wrote
it for the meeting which we had with them for tnal
purpose, and then, having discussed it with them, we
just went on and elaborated and revised it.

MR. PAUL: That was the basis of the draft which
was finally sent to the President. Although it was
quite thoroughly changed, I don't think it was so much
changed in essence,

Saturday I was supposed to be home, but I was
called up most of the day, and just after lunch the
Budget called up.




First they said they had this thing, and I said,
"gend it up to me; I will go over it this week-end."

They seid, "All right."

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

Jones and Colm came up and they had enother men
with them, wham I knew but I could not remember his
neme. They spent practically the whole aiternoon on
their draft.

ME. BLOUGH: It wasn't Lebowitsz?

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

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

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

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

It went on to the following points: it discussed
and strongly advocated collection at the source, and
in that connection it came out very strongly for the
Ruml oplan - not a modified version, but a version which
went the whole way, and said if necessary we had better
forgive the taxes of the high brackets as well as the

low:

H.M.JR: This all went to the President?
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¥R, PAUL: It hasn't gone to the President yet.
They came out for a sales tax of five billion, and they
ut it in the alternative. They said they could not be-
Eiuvu that some scheme could not be worked out whereby
exemptions could be afforded to the lower income groups
and they left it open so that either Colm's plan or Ben
Cohen's plan could be used.

They advocated that the twenty-five thousand be
done, not by the present system, but by higher taxes
extended to all incomes. They had in the tax-exempt
bond loophole; they had in cross reference to social
gecurity; and they had one or two other things like
higher liquor and tobacco taxes and higher postal rates.

It was & very specific Erﬂgrﬂm along that line. I
think I have given you all the leading lights in it.

I told them that I thought they went too far im
the Ruml plen and that I was against their consumption
tax. We had quite a long argument about that. ey
have got some new rationalizations of that, and I told
them I thought they were rationalizations.

We had some discussion of the corporate rates.

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

On the compulsory savings I told them that I thought
they were not taking sufficient account of the loss in
the E Bonds that we would have, and that if we had a
program it ought to be more than six billion. They were
rar%aing that. Their idea was to %ut that to Smith over
Sunday. He was going to work on ift.

They were very insistent on having a conference
Saturday afternoon, and said Smith had instructed them
to show this to me. I don't know what that means. I
said nothing about our revised document that went to
the President, being a little embarrassed, having
talked to them before, but I didn't feel that I could

say anything about it.




They are very distinetly of the opinion that the
pudget Message should show leadership, not only as to
amount, but by specific recommendation. I think there
1s much in their point. I don't like some of their
specific recommendations.

H.M.JR: Well, the President is pgoing to have to
make up his mind. I asked to see him tomorrow morning.
I have not heard from him since I sent that thing over.

ME. PAUL: They are completely tarown off by these
new figures.

H.M.JR: But they have six billion of campulsory
Eagin s. All that would do is to knock out War Bonds -
onds.

MR. PAUL: I told them that. They said they wouldn't
have any objection to it being higher.

MR. GAST)N: There are a few things I don't like
about their specific plan., One is that I don't think -
I think it ties us up too much.

MR. BELL: So do I.

MR. GASTON: The other thing is that it is specific
from the wrong source. It lays down a precedent for
the Budget - laying down a tax program.

MR. BLOUGH: That is why it is in there.
MR. GASTON: That is why it is in there, yes.
H.M.JR: What don't you like about it?

MR. GASTON: I said what is wrunﬁ about it is,
0

first, I think it is a mistake to go down before Con-
gress - for the Congress to lay down too specific a
program, because it ties his hands and our hands. The
secmd thing is, it is too gpecific - the second
objection is that the source of this specific program
is the Bureau of the Budget. It is laying down &




precedent for the Bureau of the Budgat framing the tax
program. ROy comments, "Yes, that 1s why it 1s in there.'

VR, BLOUGH: Colm very frankly said the other day,
that in his opinion the Budget Accounting Act required
the President, in the Budget Message, to lay down a
specific tax program.

H.M.JR: Kuts.

MR. PAUL: Did he say that, or was it that 1t was
a specific figure?

MR, BLOUGH: MNo, a specific program.

MR. PAUL: Whatever we do, we are backed into the
position now - and I am not sorry we are - that George
suggested that the President implement the Treasury in
coming up on the Hill. I am like the Secretary, here;
I want to have the President behind eny program we do
take up, wherever he gets behind it, whether in the
Budget Message or somewhere. Oo T em & Little divided
on this.

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

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

MR. PAUL: My position is that 1 don't want to go
up on a tax program, which is what George suggested
the President say - that we would ccme up with one -
without having tﬂu President behind it. If the Presi-
dent would get behind it, as Dan suggests, in & special
message, that would be the best possible thing; but
short of that, if he is not going to do that, I would
rather have him behind it in the Budget Meseage or some-
where, than to go up alone and fight it out without any

support.
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H.M.JR: You are not going up elone - we are not -
I am not.

¥R, BELL: I think I would rather have no presi-
dential support than have it go up in the Budgel Message.
In the first plece, I don't think you can get agruamen%
between nove and the time of the Budget Message. In the
second plece, a detailed tax progrem should not be in
the Budget Message. That is the wrong plece. I don't
think the Budget Accounting Act requires it. It requires
a belanced statement, and i1t requires recommendations
to the President as to how it should be balanced; it
does not have to go into detail.

MR, PAUL: I argued against it. One argument,
apart fran others, which I made against the sales tax -
which they cell a consumption tax in this message - was
that if the President says that, every headline in the
country will say that the President supports the sales
tax. It won't do any refining as to the kind he is
supporting; it will grab that as presidentiel support
of samething we have been fighting all the time. Thet
is what you will get. They said that it 1s coupled with
the accaEtanca of 211 the other things in the message.
I seid, "I know, but they are going to take just what
they want out of this."

MR, GASTCN: The Ruml plan esnd the sales itax - a
complete defeat for the Treesury.

MR. PAUL: Those were the two I mentioned.
MR, BELL: What is the next step, Randolph?

MR, PAUL: I presume that - I want to mention one

other thing. Their compulsory sevings is a perfectly
flat plan. It is a flat percentage. It hits the low
incame the ssme as the high, It is not a plan like
ours, Roy, with the progressive feature in it. 1
argued that with them and they said, "What difference
does it meke? The rich save anyway, and we cen get
at their funds."”




I said, "I know, but from the standpoint of how
much people nave left to 5ﬁ:nd, they are going to be
in the same position they have been in, and the low
incomes are going to be hard-hit."

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

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

MR, PAUL: It isn't only a question of procedure.
Thattis one question; the second question is the things
in 18T E .

H.M.JR: HRandolph, the distinction I am making is -
I am not going to get excited about this thing, I have
been through too many of them. The President may say,
"0.K. Henry, I don't want to send up a program; I think
what you told me about George is good; I am going to
follow that.” What is the use of battling with Colm
if the President is going to go out for it? If the
President aa{u, "No, I want to sey something,” then we

have to battle - and you will know by tomorrow morning.

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

H.M.JR: Seventy?

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

H.M.JR: Up about ten?

MR. BELL: Yes. All you have in additional revenue
has been absorbed already in expenditures - more than
been absorbed.




H.¥.JR: Bell, do you see any reason to prolong
this thing?

¥R. BELL: Neo, I think you have just got to wait
until tomorrow morning and maybe we should have a con-
ference with the Budget tomorrow afternoon, if your

date is definite.

H.¥.JR: T will know within the hour.

0.K.




December 28, 1942
11:45 a.m.

RE: PROCUREMENT (Ford Contract)

Present: Mr. Paul
]lfl‘- Haﬂ-k
Mr. O'"Connell

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

MR. O'CONNELL: The way this came to me, Cliff,
was with a memo addressed to the Secretary, recommending
that he arprove an advance pa{mant of a million two
hundred and fifty thousand dollars and that he approve
the form of contract which, apparently, had been prepared
somewhere in the Procurement Division. The whole sifuation
seemed to me - and I took it up with Mr. Paul - to be
pretty bad.

In the first place, the advance payment of a mil-
lion two hundred and fifty thousand dollars was made
before this was - without an apgreement between Ford and
the Treasury, and without the clearance or approval of
the Secretary, which is required under the regulations
even if there is a contract where we waive the advance
payment bond and other things, which we did in this case.

Then the other thing that disturbed me terribly
about it was that the purported contract between the Ford
Motor Car Company and the Treasury is just absolutely
ridiculous on its face. There are several required pro-
visions of law that are not included: A renegotiation
provision is not included in the contract; the Walsh-
Healey Act provisions ere not included; and several
other provisions are left out. The way in which the
price was arrived at is not clear, either from the
contract or from the axchﬂnge of letters on which the
contract was based, There is a provision in it to the
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affect that = this is absolutely ridiculous - if the
Government wishes to eliminate any of the equipment
called for under the contract it will be eliminated
at the option of the Ford Motor Car Company. Those
are typical of the things which were in the draft of
the document that came tTo me.

I find in talking to our people and Procurement
that it was only after all these things had been done
that the La%al Section first had any direct contact with
the nepotiations or with the deal itself., It seems to
me that whether it is typical or not, but particularly
if it is tyEical. it is a very, very bad way to have
things handled. The contract was drafted by some people
in the Procurement Division, not in the Legal Division,
and the negotiations that went on between your people
and Ford leave a great deal to be desired, in my judgment.

It seems to me that in every situation like the Ford
case or in all these important deals, especially when we
are following a new track, that our lawyers ought to be
in on the negotiations and ought to draft the contracts,
and not be expected to button up & lot of mistakes after
they have been made, which I think was the case in this

instance.

MR. MACK: Yes., Well now, if what you say is the
case, this is the first I have known that 1t was not
cleared through Legal, of course, before the contrect
was in shape for preparation.

MR. O'CONNELL: The first intimation our people had
on it was on December 5, when one of our men, lMr. King,
called with peference to the fact that they had paid a
million two hundred and fifty thousand dollars in advance
payment to Ford.

Now, there is nothing in the record that indicates
to me that it was necessary to make the advance payment
to Ford prior to the time that we had a contract. As

a matter of fact, the only thing in the record is an
indication from Ford to the effect that he thought he

ought to have about twenty-five percent down. I think
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that provision probably was reasonable, to pay him
twenty-five percent, but I think it could have awaited
the signing of the contract; because without going to
the Secretary it is just downright wrong to make an
advance payment to Ford or General Motors,

MR. PAUIL: The instructions are very explicit.

—__—

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

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

ME. O'CONNELL: That is right.

MR. MACK: Along about that time, as I understand
it, the President told Jeffers, or wrote him a note -
this I have heard, I don't kmow - that something must
be done right away. And right at that time it so hap-

ened, by coincidence, perhavps, that it was indicated
hat they would be nilging to sell this Ford plant
provided they could move on it fast.

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

MR. MACK: Now, it was my understanding that the
Legal Division practically lived with this thing; and
1f they knew nughing about it, it is amazing to me,
because I have talked to Hill about this. I have talked
to the others and naturally assumed that the same
procedure that is followed in all cases would be followed

hEPE-

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

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

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

H.M.JR: Let's do this = let's be fair. Cliff
Mack has not had a chance. Let him go back.

VER. PAUL: T know that. We made that point to the
Secretary.

H.¥.JR: I mean, you are catching him unawares.
Let him go back and study this thing;and then when he
has a chance to EtUﬂ{ it, T would like you to get

topether with these two gentlemen. In other words,
post yourself., This is their side of the story. Now,
you have to get your side., There are always two sides.
When you have it, then come over and see me, but Paul
and O'Connell are disturbed that a thing like this,
seemingly, could go through and then come up to me for
my approval two weeks after the money is paid,

MR, MACK: I can well understand that.

MR. PAUL: And also by the fact that these contracts
are negotiated without any help from the Legal Staff.
They are very difficult legal contracis.

H.M.JR: Let Mack go back.

Now the point that Paul and O'Connell make - Paul
has not got time, but O'Connell has all the time - will
give all the time necessary from now on on anything that
approaches the size of this thing--

Mi. MACK: Fine.
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HM.JR: He is available until further notice
to assist you on anything you need on a thing like this.

MR, MACK: As a matter of fact, the Legal Division--

H.l.JR: The trouble is - I take part of the blame.
There should be somebody here in my office, an assistant
secretary, somebody who could be available and advise
you., There hasn't been such a person since iir. Swope
left. I have been trying to find such a person, bu
I have been unable to because I don't want to get some-
body who can't make a contribution. We used to have
Harold Graves. You have nobody to go to as & father-
confessor when you are in trouble., Pending my finding
somebody who can be of assistance, out of this office,
I want O'Connell to make himself available as much as
he can, you see, This can all happen - let's say
that they are right, for erpument's sake, let's say they
are right and it got by you. Well, it can happen once,
but we don't want it to happen again.

You go back and post {nuraelf. As I say, from now
[~

on, until we can find som with the rank of assistant
secretary who can be here to help you, O'Connell will
do all he can and that will be his first order of business.

That is agreeable to you, Paul, isn't it?
MR, PAUL: Yes. I will be available for some of
this.

MR. MACK: This is amazing to me, because we have
our attorneys - as a matter of fact, h?fure_— we}l,a
year or so ago we had, I think, somethinz like six
attorneys; now we have twenty-eight or thirty in all
sorts of deals.

MR. O'CONNELL: That is not quite right. We actually
have ten now, and we used to have about five.

MR. MACK: There are more than that.
MR. O'CONNELL: Not in the Legal Section.
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MR, MACK: I am working with them; I see them,
However=-

MR, PAUL: I wish we did have that many.

MR. MACK: ThE{ are in negotiation, they lived
with the rubber deal, they lived with the oil deal.
It is surprising to me that this was not known to them.

H.M.JR: Look, Cliff, you are not prepared. Go
back and post yourself. Then when you are ready and
have posted yourself - because they feel that this is
not a contract, and they are going to have to do some-
thing about it - the question is, what are we pgoing to
do. I hope there are no more like them, but I think
that both of you pentlemen had better take a look back
over this thing and see if there are any more like
these, Then if you don't mind, after the three of you
have potten tozether again, I would like very much to
meet the thre& of you,with the recommendations, and
then I want to hear Mack's side of the story.
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December 28, 13942
12:09 p.m.

In thinking about ecmebody, I think I once
loocked into thie man - the - what'e the name
of this great, biz organization in Chicago -
merchandlsing.

Sears Roebuck?

No.

Montgomery Ward?

No, it'e - the same man controle P.M.

Oh, Marshall Field, do you mean?

Yeah, well now Marshall Field, you know,
their organization, thelr etoree and thelr
factories and everything were on the down....
Yeah.

.« s« grade, and somebody stepped in there and
reorganlized them - did a marvelous Job.

Yeah.

And....

I daidn't know that.
Hello?

I didn't know that.

Yes, well, I onoce looked in and I take 1t that
Marshall Field would still more or less control
that, wouldn't he?

Yeah.

And I thought poesibly through Mr. Weis you
might find out. :

I'11 call Wels right away.

-




Now then somebody - I was Qust trying - I'm not
gure that the man who didn't do the Jﬂb dled, but
I'm not surs.

Well, I can find out about it.

But there's somebody stepped into that big organiza-
tion, took 1t and put 1t back on ite feet, and
made a money-maker out of 1t.

Well, I'11 - I'1l call Wels right away.

Now 1t's that kind of a merson, 1f he's a libersl
and so forth.

feah.

Isn't 1t - that's the kind of person we'd want.
That's right.

Becauee that's a big, bad....

As a matter of fact, he might dc work in the
Treasury on & more extended Iront than thies.

Oh, he would. He'd have to.
Yeah.

He'd have to., Okay.

All right.

Thank you.
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Yes.

Two thinge - find out who ie the president of
Marshall Fleld in Chlcago and let Miass Chauncey
know.

Yes, 8118

And number two - thie memorandum that I asked
you on the guestion of the price of food.s..

fes, eir.

«...Defore 1t comes to me, I'd like you to go
over 1t with Mise Elliott.

Fine.

Becaupge after all she was in the con.. - food -
in the consumere sectlion of O.P.A. and I'm sure

she'd have something to know about.

Fine, I'll do that.
Thank you.

You're welcome.




December 28, 1942
2:05 p.m.

WAR BOIIDS

Present: Mr. Gaston
Mr. Graves
Mr. Gamble
Mr. Crampton
Mr. Callahan
Mrs. Klotz

HM.JR: Vince, T have talked with Mr. Odepard,
and 4 can't wait until he zets here tomorrow, because
tomorrow I am soing to be immersed in taxes. I have
talked with these pentlemen, and they apgree with me.
It is my decision to postpone any more of those seven
to eight Saturday night programs.

MR. CALLAHAN: All right, sir,

H.M.JR: Everybody who has heard it here, including
Mr. (Gamble, kr. Graves, and anybody else who has heard
it,aprees with me"that it is just too Gawd-awful, and
so I want it postponed until we have something that
everybody is satisfied with, and we may never take it

up.

Now, on the Mutual program for this coming Saturday
night I want somewhere between five to ten minutes to
put on either Mr. Sullivan or Mr. Helvering to explain
the Victory Tax. You might esk for ten; it may be less,

MR. CALLAHAN: We will take ten, and we can fill in.

H.M.JR: Incidentally, I was to get from you, &sarold,
the breakdown on that cost of the WOR propgram.

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




HoM.JR: The five hundred dollars - what that roes
for.

MR. GRAVES: T have that, but 1 understood you
wanted the breakdown on the Over Here."

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

The Treasury Star Parade - you are doing two more,
is that right, and then you are going to stop?

Mi. CALLAEAN: No, we weren't planning to stop.
H.M.JR: Bacher is doing two more.

MR. - CALLAHAN: He did two more, the last two on
Tuesdey. But we have made up enouph proprams to carry
us through until about the first of February. That
means we will start recording again some time the first
rart of January.

H.M.JR: Who is poing to=-
¥H. CALLAHAN: I don't know yet.

H.M.JR: Postpone starting those until I decide who
is poing to direect them.

MR. CALLAHAN: That is a series, kr. Secretary.

HM.JR: That is all ripght. Everything I am saying
is serious,

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

H.M.JR: I am having Bacher checked up outside.
I want to find out more sbout him, because certainly he

directed those, didn't he?
MR. CALLAHAN: That is right.

H.M.JR: He is the man on the spot - isn't he
responsible for those programs?
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MR. CALLAHAN: Mr. Murray is responsible for them,
yr. Secretary.

H.M.JR: What does Mr. Murray contribute besides
the people who are out of his agency?

M. CALLAHAN: He has been the director from the
start. He conceived the ideas and hired the peorle.

H.M.JR: I am not going to get into an argument.
I told Mr., Murray what I wanted, and what I didn't
want. He hasn't given me a single thing. I can'f get
upset all the time. I told him that I didn't wany any
more of these things. I told him what I did want and
what I didn't want. It must be fully a month or six
weeks ago. He said he would be down in a couple of
weeks with stuff himself, but I haven't gotten a thing
out of him. Anybody that puts on a program the last
two weeks the way Murray did - well, I Just can't have
g man like that. I mean, I can't be connected - I
can't have a man like that connected with the Treasury.
I am not poing to have a battle like T did with that
girl, Lucy Monroe.

KR. GRAVES: That didn't come in Vince's department.
MR. CALLAHAN: ©No, sir.
HM.JR: Well, anyway, we will try to make up our

minds this week. I am certainly not going to rely on Mfr.
Murray. '

MR. CALLAHAN: We have an engarement for Mr. kurray
to come down here on Wednesday. Shall we keep that
engagement?

H.M.JR: Odegard thou ht I ought to tell him. I
am perfectly willing to tell him. Odegard wanted me to
tell him. O0.K.,d will tell him, but I am tellinz you !
now that on the Treasury Star Parade, which Bacher produced -
I am tryinz to find out more about Bacher, and I am trying

to find out more about Kurray.
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Now, you say you don't = when will be the deadline -
so there won t be a zap?

MR. CALLAHAN: I would say three weeks., We have
rot plenty of time on if.

H.M.JR: All right. They are pood.
MR. CALLAHAN: I just didn't want to have a cessation.

H.M.Jl: They are good, but it may be necessary to
break with Murray. He seems to be a man who wants to run
things his own way. He has given me such outrapeously
poor stuff that I don't know as I want to be associated
with him any more.

Now, I haven t heard your Treasury Song Parade.
You say they sre downstairs?

MR. GAYBLE: Yes.

HM.JR: Will you check up, rlease, to see that
both the recent Treasury Song Parade and the Treasury
Star Parade are downstairs so I could drop down the first
time I have a chance.

Golden Eagle - I don t know anything about that.

IR. CALLAHAN: That is something we have been con-
sidering, Mp, Secretary, looking for a children's orogrem
ever since the drive started, and we have not found any-
thing., We have not decided on that. We haven't decided
to make a recommendation one way or the other. We have
turned it over to Dr. Anderson to zet his viewpoint to see
whether he thinks it would be of any value. If he thinks

so, that recommendation will be made.

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

Mii. CALLAHAN: Eﬁ'ﬂpent it to find out whether we
could build a program which would be suitable to the
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Treasury Department and to the school people and to every-
body. We have not been able to find an existing program
on the air. We had in mind that if we could peach the -
people we would build a series of transcription programs
similar to the Treasury Star Parade. The only way we
could find out was to pet the people who were the best
people in the business to build something and show it

to us. ;

H.M.JR: 'That kind of thing, Harold, would come up
to me - would po through Herbert Friday, and come up to
me on & Tuesday.

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

MRS. KLOTZ: What time?

H.M.JR: Ten o'clock, Tuesday. That is about all,
isn't it, Herbert?

MR. GASTON: Yes,
{.M.J: What else, Harold?
MR. GRAVES: I have nothing more.

MR. GAMBLE: I would like to just say one thing.
It probably isn't necessary, but of all of the Government
agencies we certainly by all odds have had the finest
radio programs on the air. I think a number of people
have contributed to them., In my own mind T think Mr.
Bacher has contributed greatly to them, but I also think
there is a likelihood that Mr. Murray has made some
considerable contribution; and it would be a fine thing
if in the unraveling of this we could keep both of those
people in the picture. I hate to see anyone sacrificed,
because I think they have dene just a splendid job.

H.M.JR: 'They had a complete free hand. Nobo ’
‘has tried to tell them anything = I was told we couldn't




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

Mil. GAMBLE: I think you have had to go through
that.

H.M.JRE: 1 am not going to resign from the Treasury
in order to disconnect myself from a program. S0 the
only way to get rid of the propram is to pet rid of it.

MR. GAMBLE: I agree with that. I am not against
gpetting rid of the program, but there is a lot of talent
invoelved in this whole picture.

H.M.JR: T think they have had plenty of time to
demonstrate what they can do.

MR, GALBLE: I think you will find them willinz to
do anything you want them to do.

HM.JR: But look at all the time this has taken.
Look how excited I got this Saturday night and the
saturday night before, and it is always in the name of
the Treasury. With all of these peup{e who are un-
friendly to the Treasury, we have pot to be extremely
careful. We started out with the Texaco Hour, and the
first thirteen weeks were wonderful; we blazed the way.
The few I heard of the Treasury Star Parade were grand,
but then when you get on to this level - I mean, somebody
has got to step in and stop it, that is all.

MR. GAMBLE: I agree with that, but I think it all
can be done by you through some one person that you make
sure understands what you want. They Just don't under-
stand what you want.

M. GASTON: T don't know what we are doing. I need
to look at- the different programs before I can form any
gud ent, except that I did have that very definite idea
hat this was a general entertainment progrem which with

just the Treasury's name attached to it was not of any
particular value.
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JM.JR: On the plus side, all these very fine
nlugs we get from the commercial companies - you don't
need much more unless you have some special purpose.

MR. GRAVES: I think that is right.

[.M.JR: I mean, I listened Saturday to the Lucky
Strike, Pet Milk - everything was grand, perfectly grand.
Did you hear the WOR program?

MR. CALLAHAN: No, sir.
H.M.JR: Did you hear the seven to eight program?
Mit. CALLAHAN: No, sir.

HM,JR: That is the thing that amazes me. HNobody
in the Treasury listens to these.

MR. CALLAHAN: What we do is, we have programs
contributed every night. I can't listen every night.
We make a recording of these programs available; the
ones we miss, we do hear, That is the way we keep up
with them., I have a machine at home for that purpose
so I will be familiar with what is poing on.

H.M.JR: Well, anyway, the meeting is ad]ourned.




TREASURY DEPARTMENT
WASHINGTON

December 28, 1342,

MEMORANDUM FOR MRS. KLOTZ:

In accordance with the Secretary's request
after luncheon today, I am encloszing herewith
statements itemizing the costs of the weekly
"Over Here" radio programs from November 28
tc December 19, inclusive.

I attach also a statement showing with-
out itemization the cost of the "Bond Wagon"
programs from October 3 to December 12, in-
clusive, together with an itemization of the
expenses for these programs on October 10,
17, and 24. I have asked for a similar item-
ization for all these programs, and will send
them in to you when recelived.

7
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] ORCHESTRA
{

s, New Yorke28 men and leader $1308 .00
b, Hellyweed 003,18

yUsIc (Compositien,arranging & copying) 1009.59

sOLOISTS & GUEST STARS
a. Naw York
1. Col sman
2, Othars
b« Hellywoed

ACTORS AND ANNOUNCERS
i, New York
b. Hollywoed

SINGERS (Cherus-14 woices)
n, New York
b. Hollyweod

FRODUCTION & WRITING (8 People)

. Hew York
b. Hollywoed

.ACILITIES & LINE CHARGES

Hellywood switches included in this figpure.

Wington-Salem included in Dec., 12 figure.
TRUCKING SOUND EFFECTS & ORGAN TO STUDIO 100 .00
OVERTIME VANDERBILT THEATRE STAFF 180,00

S0UND EFFECTS. 76.00

TDT'&LI IR FEREFsiEaaannals I'-Illl."l.l"!‘;. ll*silﬂs"ﬂ?




DECEMBER 5, 1942.

OROVES THA
a, New York-218 men and leader £1050. 50

b. Hollywood 538.35

w570 (Compesition, arranging & copying) 931.94

SOLOISTS * GUEST STARS
a, New York
1. Coleman 500..00
:?u Ethﬁrﬂ m.m

b, Hollywood 110.00

ACTOLS AND ANWOUNCERS
a. New York 330,00
be Hollywood 137.50

SINGERS (Chorus=14 wvoices)
a, New York 204,00
b. Hollywood
PRODCCTION & WRITING (£ People)
a, New York 550,00
he Hollywood 250,00
FACILITIES £ LINE CHARGES 4LB7 .60
liollywood switches included in this figure.
W#inston=Salem included in Dec. 12 figure.
MUCKING SOUND EFFECTS & ORGAN TO STUDIO 100,00
OVERTIME VANDERSTLT THEATHE STAFF 160.00
SOUND EFFECTS, 7500

TCrTAL!"I#I*iiIttllitlii'l#l‘l‘l'l'l"i"‘.' !-’E}EE;'EH




DECEMBER 12, 1942

CROCHESTRA
a, Wew York-28 men and leader $1173.00

yUsIC (Compositien, mrranging & copying) gBE.TH

S0LOISTS & GUEST STARS
a, Naw York
1. Coleman
2. Others
b, Hollywood

o

ACTORS AND ANWOUNCERS
n. New York
b, Hollywood

SINGERS (Chorus=14 voices)
a. New York
b« Hollvwooed
FRODIICTION & WRITING (8 People)
a. New York 100,00
b. Hollywood 760.00
FACILITIES & LINE CHARGES
Hollywood switches included in this figure TEO .00
Winston-Salem included im Dec. 12 figure
TRUCKING SOUND EFFECTS & ORGAN TO STUDIO 100 .00
UVERTIME VANDERBILT THEATRE BTAFF 167.28

SOUND EFFECTS 76,00

mm"liii--.--ll.-|'|p|.|...|.||||.l|fgl.illilii'!ﬁllﬂziﬂ?




i
DECEMBER 18, 1942
l(

ORCHESTRA
a, New York-28 men and leadsr $1363.00
b, Hellywoed Blus Hatwork net yet billed,.

l
1

ursIc (Cemposition,arranging & copytng) 998,57

SOLOISTS & GUEST STARS
s, New York
1. Coleman
2. Others
b. Hellywood

ACTORS AND ANNOUNCERS
a. Now York
b, Hollywood

SIKGERS (Chorus=-14 woices)
a. Hew York
bs Hollywood

ODUCTION & WRITING (8 People)

L. New Yark
b. Hollyweed

FACILITISS & LIFE CHARGES

Hollywood switches included in this figure

finston-8alem included in Deec. 12 figure

TRUCKING SOUND EFFECTS & ORGAN TO STUDIO S
OVERTIME VANDERBILT THEATRE STAFF S

S0UND EFFECTS 75400

TUT'!‘L“""“" AR R R R L R R Y R TR R TR Y lll-ttiilitlui?“lr.'ﬂq




COST OF "BOND WAGON" PROGRAM.

$344.24
403,00
344,00
398,00
31.20
42,00
325,51
780.15%
1,022.60
431,85

lvwomen At War" Week.







December 28, 1942

3:30 p.m.
INSTALLMENT SELLING FOR POST-WAR DELIVERY
Present: Mr. Haas

Mr. White
Mr. Blough

(Memorandum entitled "Mr. Huﬁant'a Plan for
Tnstallment Selling for Post-war Delivery,” handed to
the Secretary by Mr. Haas, copy attaahad%
¢

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

H.X.JR: Is there one?

MR, HAAS: We quoted it at the end.

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

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

MR. HAAS: He wrote a book on consumer credit,
and he was the man that they had over at OPA working

on that subject over there. He was connected with some
foundation, and he was loaned to them.

H.M.JR: Commission of six percent?

MR. HAAS: That is his plan.

MR. BLOUGH: Some ran much higher than that.
H.M.JR: I didn't know they hed commissions.
WR. HAAS: That is one of the advantages.

(Mr. White entered the conference.)




HM,JR: I think this part is good. It isn't
"How much can I save?" but they will be thinking,
"What shall I save for?" That is good. Who put that

in?

MR, BLOUGH: Gass put that in. I would have taken
it out.

H.M.JR: Who?
MR. BLCUGH: Oscar (ass.
MR. HAAS: He is Harry's representative,

MR, BLOUGH: I don't know as he put it in. He
gaid he wanted to keep it in.

H.M.JR: I don't think that the press boys are
going to get in on this, do you?

MR. HAAS: I wouldn't make too much of it, Mr.
Secretary, it will just advertise it.

MR. WHITE: The reason why there will probably
be a big push for this is it is a bonanza for all sales
agencies and corporations who have anything to sell.
This would be the most wonderful thing., They immedi-
ately send out all their salesmen and begin collecting
orders so they will have two or three years' orders 1n
advance,

MR. BLOUGH: And the advertising people.

MR. WHITE: In other words, there are a lot of
vested interests who will make much of it, That is

the only reason it has gone as far as it has.

MR. HAAS: The poor soldiers won't have anything.
They would wait two years.

H.M.JR: That is the best argument of all.
MR. BLOUGH: It is implied in here.




MR. WHITE: It was one of the arguments used in
the discussion. "These priorities would be eatablished
uypon the basis of consumers' present judgments of theirp

ost-war needs; ... priorities will depend on ability
fg save during the war and not on need in the post-war
period.”

HM.JR: You have given me the thing. I will say
it is very nicefor the fellow who is earning twelve or
fifteen dollars a day. He can pile up all the priorities.
What about the poor soldier that is poing to come home?

MR, WHITE: Or the young man who is just petting
married.

MR, HAAS: And what advantage over the present
system? Savings Bonds give a man more latitude; he
can change his mind. That is the argument the Post
futﬂ up. The only improvement is that it gives some-

hing concrete,

HM.JR: I can't say - if I get into the thing -
that it puts & lot of salesmen to work.

MR. WHITE: Say it is a waste of manpower.

H.M.JR: I will say I don't see it has any advan-
tage over the present liar Savings Bonds, and has con-
siderable disadvantage.

MR. BLOUGH: And then this soldier point is well
put.

H.M.JR: Bure,

MR. WHITE: Say that the important thing is that
it does not mean additional savings. It means that if
you sell a man a refrigerator, he will buy & bond less.

MR. BLOUGH: And he will have a good reason




for doing so because he is told that he is contributing
just &s much to the war effort by buying that refrigera-
tor - it goes to the Treasury just the same.

H.M,JR: I won't bring it up.
MR. WHITE: No.




Mr. Nugent's Plan for Instalment Selling for
Post-war Delivery

Mr. Nugent's plan 1s one of many proposals for the sale
of durable consumptlon goods on a prepayment basls for post-
war delivery. Purchasers would be required to specify the
general class of goods desired -- as e.g., electric refrigera-
toras, but not the partioular make. No guarantee would be made
as to the prlce or quality of the goods. The funds c~llected
under the plan, less commissions and expenses (varying between
4,1 percent and 6.5 percent, depending upon the size of the
contract), would be deposited with the Treasury. Furchasers
would receive priority rights to the goods ordered and would
asoure & discount on such goods amounting to 10 percent of the
amount paid in. They would recelve no interest on thelr money.
This discount would ocomes from dealers' commissions in the post-

war period.
Mr. Nugent claims the following advantages for his plani:

(1) Individuals would be induced to save additional
amounts of thelr current lnocome.

(2) The Federal Government would obtain additional loan
funds.

(3) Industry would be enabled to maintain i1ts dealer
organizations on a fully or partially self-supporting basls.

(4) A substantial post-war market would be assured to
industry, and a post-war rationing system for the goods covered

would be automatically provided.

In our opinion, these claima have little merit.

(1) The amount of savings, in addition to what 18 now
going into savings bonds, would probably be small at best. It
is likely that purchases under the plan would be principally
in substitution for purchases of savings bonds.

(2) The savings would be deposited in the Treasury only

after the deduction of commissions ranging up to over 6 per-

cent. These are far higher commisslons than would be tolerated

urities. (The effective
in any direct sale of Treasury 8ec L el g gy S

interest rate pald upon funds actually depo
would depend upon the duration of the war.)
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(2) In the face of the exlisting manpower ghortage,
1t gseems to us to be a dleadvantage rather than an advantage
af the plan that it furnlshes continulng employment to
saleemen of automoblles and refrigerators. The maintenance
of competing sales forces for these commodities would com-
plicate the problem of the saver by adding to the question
of "How much can I save?" the question of "What shall I

i

gave rforiv. =

e
(4) The plan would have no subastantial effeot upon
the total post-war market for the goods covered. Neither

would it incoreage the supply of such goods avallable. It
would merely establish certaln prlorities for their distribu-
tion. These priorities would be establieghed upon the basle
of congumera' presgent Judgments of thelr post-war needs:

such judgments may be substantially different from thelr
aotual post-war needs. The man who has purchased a priority

on a refrigerator may find that he prefers an automoblle,
and vice versa. Furthermore, the prlorities wlll depend on
ability to save during the war and not on need 1in the post-

war perlod.

The maln consideretions with respect to Mr. Nugent's
proposal were well summed up in an edltorial which appeared

in The Washington Post last Saturday on a similar plan
nroposed by Mr. Kalger. The Fost sald:

"There 18 . . . Nno point in it, so far aas we
can see. Since bonds, especlally redeemable sav-
ings bonds, can easlly be turned 1lnto cash whenever
desired, no purpose ls served, from the point of
view of the individual, by tying up funds in

special savinge balances earmarked for the purchase
At an indufiﬁfte future date of articles yet to be

produced. "
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CONFIDENTIAL
88

UNITED STATES SAVINGS BONDS - SERIES F AND G CCMBINED

(At issue price in thousands of dellars)

Comparison of December salées to date with sales during the
aame numbsr of business days in November and October, 1942

—

Date

December
daily
seles

Cumilative seles by business days

Decembar

i
1

Hovember

H
!

Cctober

1 Deacambar aa
tpercent of November

_—

fecenber 1942

Sl i —=di LN el DO e

$ 197
329

2, 6
13,947
12,303

17,522
2 g7z
9,576
5,651
14,274
7,135

15,430
7.719
5,116

11,654
6,466
7,992

13,451
12,077
8,25
7.85

197
527
3,214
17,161
29,46l

ué , 986
L9, 858
59, 43l
65,085
79,359
g6, 495

101,924
109, 6lL
114,789
126,443
132,909
140,901

154,352
166,429
174,682
182,536

$ 303
1,115
7,846

14,720
31,425

4,0
3,9
49, 326
58,842
64,157
71,352

73,989
83,26
28,888
97,154
104,487
113,191

116,880
131,041
136,798
145,126

$ 2,21;
20,322
2, 325

1,922
695
55,998
59,711
4,275
76,430

83,857
91,884
98,u57
101,252
110,052
115,757

124,610
133,767
142,1h1
146,525

65.0%

7.3

1.0
116.6

93.8

138.1
113.5
120.5
110.6
123.7
121.2

137.8
131.7
129.1
130.1
127.2
124,5

132.1
127.0

12? -T
125.8

20,516 203,052 151, 824 159,973 1334

December 28, 19u2.
Uffize of the Secretary of the Treasury,

Dvision of Hesearch and Statistics.

t
All figures are deposits with the Treasurer of the Hnl;;i::t:::;r:: :iﬁ:n:,,n
of proceeds of sales of United States savings bonds. 111 not mgree with the
adjusted on the basis of wire reports and therefore wiiz ©

Treapsurer's accounts.

Sources

d
Figures have been rounded to nesrest thousand and will not necessarily ad
to totals.
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UNITED STATES SAVINGS BONDS - SERIES E

Oomparison of December sales to date with sales during the
game number of business days in November and October, 1942

(At issue price in thousands of dollers)

December

dally December |
sales : :

Cummlative seles by business days

: $ December as
Novamber Qetober tpercent of November

$ U,116
g, 608
18,647
58,337
7Y, 984

121,408
133,295
151,152
164, 759
203,423
220,903

272,959
EEE,BEE
311,252
325,1uu
361, 359
379,266

" L2k, 982

443,065
459,751
478,603

532,891

$ 5,164
9,272
EU.“EG
31,309
53,076

62,326
96,366
111,002
146, kgl
161,929
181,120

188,497
230,083
241,624

262,27h.

287,409
31k, 568

127,418
371,750
90,176
10,473

429,168

$§ 5,0U5
42,28
52,98

73,919
98,490
117,077
131,593
169,859
179,232

194,811
292,243
239,891
2rL,201
290,282
312,386

ja7,928
3554719
382,332
396,458

L3k, 661

79.7F

92.8

91.1
186.3
141.3

194 .8
138,73
136.2
112.5
125.6
122.0

14,8
125.4
128.8
128.1
125.7
120.6

129.8
115.2

117.6
116.6

124,.2

Ter 28, 1942,
Ufflce of the Secretary of the Treasury, ot i :

Division of Hesemrch and Statistics,

United States on mccount
These figures have been
azree with the

Source: All figures are deposits with the Treasurer of the

bonds.
of proceeds of sales of United States aavings
sdjusted on the basis of wire reports and therafore will not

Treasurer's accounts,

Figures heve been rounded to nearest thousand and will not necessarily add

to totala.




Decembar 28, 1942

Usar Francls:

If you ere a radlo fan jou may have notliced
thet the "Information Please" program is now going
on tour en behalf of %ar Bonds, and that we are
getting millions of dollears from the studio audiences
every week.

The prnirn- will be broadeast from Fhlladelphis
on January Oth, and tie trudun-rl would like very much
to have you, as the lead nﬁlfhllldnlphiln in the
Govermment, take part in the progre=m as & guest star
on that evening.

I don't need to tell you how much pleasure it
wouléd give us here in the Treasury to have you scoapt
this lnvitation. Those who have taken part in these
programe say that it 1s lots of fun. In addition, your
acceptance would be of real help to us in the War Bond
e igzn, and I do hope that you ocan arrange to be in
Fhlflﬂllphll on that evenlng.

Won't you please let me know as soon as possible?

Sincerely,

(Bigned) Henry

CC to Gamble, Kelleher

E%: lionorable, o Coplee to Thompeon
‘he Attornay Gene ; :
Vashington, D. C. . Cony in Diary

Del. by Bundy 12:20
T 12/29/42




December 28, 1942

Dear Elliott:

Elinor and I want to tell you how
nappy we were to read in this morning's
parer Leneral Uoolittle's citation in which
e presented {nu with the Distinguished Fly-
ing Cross, which you so richly deserved.

All of your friends on this side of
the Atlantie, in which we include ourselves,

are very happy at the magpnificent record
that you are making.

Witk sincere regards,

Yours sincerely,

(g1 goed) Ranr¥

Lieut. Col. Elliott Roosevelt,
3rd Fhoto Group,

A.F.0. 638,
Care, Postmaster,

New York, N. Y.

Coniee in Diary




December 28, 1542

Dear Franklin and Eleanor:

I was delighted to read in this
morning'e safaru that General Doolittle
had awarded the Distinguished Flying
cross to Elliott. |DMay I extend my very
heartiest congratulations to you on his
having made such a magnificent record.

Affectionately yours,

'HI!“E‘” Eanr-

The President and lrs. Roosevelt,

The white House.

Del. by S8Agent 5:Z21 12/28/42

Coplee in Diary
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Degesber 26, 1942

Lear Vr. Haneal

= Firet, lei me thank you for vhat
you sald of my reasnt vialf %o your
nart of the conntry. [ enjoyed the
sr-erisnee wory much and I, too, hope - a
thet I may vialt Sarth Carolina sgnin .
gocn. It wen 8 =lassurs to satesrarh
the ieture for you. I an sanding it
back to you with my cosn)iments, and
uy beat winhes for the New Temr.

Sinnerely,

(Bigned) H. Moresnthan, Jr

¥r. Fobert V., Hanes,
Vachovia Senk and Trust Commany,
Winst nefalexe, North C=rolinm.

T

4
P.8, I would very much appreclate your I
sending me a copy with your sutograph.
(In Becretary's hand)
Picture of Secretary and
My. Hanee: "With elncere
appreciation for & grand
( eﬁznlng. H. Morgenthau,Jr.”




Lear Mr. Eaneel

Firet, 1ot me thank you for what
sou =ald of my recsnt vislt to yowr
nart of the comatry. 1 enjoyed the
sr-srisnce very such and I, too, hope
thet [ may viait Soarth Carolinn mgnin
aocn. If wea & »leasurs o aabegrarh
the sletars for you. I am sending 1t
bagk to you with my oomn!imenta, and
uy beat wishes for the New Temr.

Sincerely,
(Bigned) H. Moresnthan, Jr

Er. Fohart M, Hanen
Wachovin Benk and Trust Cownany,
Vinst ne=fnlee, North Corolina.

PR

P.8. I would very much appreclate your
sending me a copy with your autograph.
(In Secretary's hand)

Picture of Secretary and
Mr. Hanesg: "With slncere

appreclation for & grand
egzning. H. Morgentheu,Jr.”




ROBERT M. HANES
WIMEBETOMN-RALERM, WO

December 22
19 42

Dear Mr. Mdorgenthau:

[ am sending you under separate cover
a pieture which was taken at the banquet honoring
you last Saturday night, which I wish to keep as
a memento of the occasion and would like very
mueh to have your autograph on it if you would
be good enough to do this for me.

We all deeply enjoyed having you here
and are hopeful thot some good fortune is going
to bring you back soon.

Corflially yours

Honorable Henry Morgenthau, Jr.
Secretary of the Treasury
Washington, D. C.

_—H_hﬁ.-.--—— e,




TREASURY DEPARTMENT
PROCUREMENT DIVISION
oFFICE OF THE DIRECTOR WASHINGTON

Decembar 28, 1412

. JIANE:

rerkans voi have seen the attachted e¢lippin: frorm the Times-
erald of Jece-hear 27, 14,2, The facts are as Tollows:

o StLe Frankfurter was appointed July 22, 1941, as
Assiztant Purchasin: Cfficer, CAFT=7, at 2200 a year anl pronated
ba 23200 3acte-bep 2, 172, EHe resivned efTective ovesver j,

“h2. e purchase! chamicals but did nct purelicse alcohol,
Industrial slcohol s jarchased ky P, Gbson who was “r. Fracke-
furter'e sinerior, &nl since Jetcher 7, 1002, all purchases of
irdvetrial sleohol kave been rada from the Lefense Jupplies
serporetion (=F2).  Ur. Fraukfurter has never Rell the position
AT Jpeaal sspistant te ne and his er cluyment was not in any way
eninecto! with vhal ef Dr, ierran Klotgz, relther did Mr. Flotz
siccesd to the p.&'%2on of Porchaster (“ficer left vacent by
'r. Sranklorter's posirnation.

o

e slf LAoti1lin: Corparetion has rever recelved eny
egs froc <le [rceur-lont Divis on.

daS1h

I
L 'j-!; z"fu __,a"'“
i fon <. Vack
Director of Procurement




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

DATE
ggeretary Morgenthau December 28, 1942
Randolph E. Paul

You may be interested in the list of those

present at the private occasion before which I

spoke at the Federal Reserve Bank of Chicage

December 17. M




!
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ral Heserve Bank of Chicago

Board of Directors' Meeting

37
- Thursdey, December

17, 1942

Avery, Clarence W,

Babb, Max W.

Cummings, Walter
Hoffman, Paul G.
Leland, Simeon E.

Ju

- Chairman

Noyes, Nicholas H. (absent)
Williams, Frank D.

GUEST SPEAKER: RANDOLFH PAUL, GENERAL COUNSEL
TREASURY DEPARTMENT

Guests Invited:

Becker, Benjamin
Blitzsten, Dr. L.
Clarke, Philip R.
Estrem, Thomas S.
Fenton, Howard W.
MeCloud, Bentley
Peebles, Don M.

Rathje, Frank C.

B.
M.

G.

Schaffner, Robert C.

Stern, David B.
Swiren, Max

Vanderpoel, HRobert A.

Ellis, Mel
Bunece, Halph

Officers of Federal Reserve Bank of Chicago:

Young, Clifford S.
Preston, Howard P,
Dillard, James H.
D'lll.'l.‘ﬂ., ﬂ- Ei-
Mulroney, A. J.
Langum, John K.
Dawes, Neil B.
Netterstrom, Otte J.
Wilson, H. Fred
Garver, W. B.

Patton, Francis F.
MoClure, Nathan D.

President

First Vice President

Vige President

Vice President & General Counsel
Vice President

Assistant Vice President
Assistant Vice President
Assistant Viece President
Manager, Research Department
Agricultural Economist

Executive Manager
Victory Fund Committee

Asst. Executive Manager
Vietory Fund Eﬂmmlttga




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATIOMN

/ oare December 28, 1942,

ro Secretary Mor g_enthﬂ.u

rmon Harold Grave ﬂ]

\(r. McReynolds has supplied the following information
about Beardsley Ruml's connection with the Government:

e serves as adviser to the National Resources Planning
20apd and to the Office of the Coordinator of Inter-American
Affairs, in both instances without compensation.

e has also served from time to time as adviser, on
an informal basis, to the Board of Economic Warfare, like-

wise without compensation.
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TREASURY DEPARTMENT .

INTER OFFICE COMMUNICATION CONFIDENTIAL

pateDecenber 28, 1942

. Secretary Morgenthau
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FROM Hr, Hoae 'Hfﬂ’h

subjeot: The pusindss Situntion
‘leel ending December Eé, 1lalz,

Summary
sriceg: Tihe general orice level contlnues to move
T ler. The BL8 all-commodity lndex 1n the week ended
~ecenber 19 rose 0.2 polnt to 100.7, thue reaching the high-
oct level in 16 years, Basic commodity orices cdvenced
~upihpr lagt weel, with the BLS and Moody'e indexes of dolly

i 1~

snat nrices rising to new war-time hiphasa,

.~ coets: Hetasll food costs heve lnoreased 15.3 vercent
w8t yeor and 4,0 percent elnce August, with ecps,
arences, ond butter rlsling 13 %o 14 percent in the latter
vepriod, (Datan as of November 17.) Great Eritisn hoe re-
sue=d food nrices over the past year, lersely throush sub-
pidies.

atrll trade: Denartment store ssles in the weel ended
Troenuer 19 rose to the hlghest level on record and ex-
cecded the corresponding week in 1941 by 10 percent. At
the berinning of December, prices of tyolcal fepartument store
items avereged § percenty higher then a yeol enrlier.

steel production: Steel ingot ceprcity 18 exnected to rise to
—Soroximately 97 million tons by mid-1943, es Somparec wivh 4
1ittle over 59 million tone 1ln mld-lﬂhE. These figuree con-
troet shorply with estimated Axls netions! nroductlon of
Trom R0 to 5F million tons.,

Jonstruction: Total constructlon swarde in November declined
1h nercent from the prg'ﬁl‘lﬂuﬂ mr::nth, ',-.rith -F'}.’I".I‘ﬂE for menud-
facturine builldings showlng & much grecter decline due to &
£2114n~ off in the need for new plan® frcilities. In con-
seouence, Tabrlcated atructural steel bookings 1ﬂ HGTE?DEP
#811 to the lowest level in many Yeors. The F. W. Dodge
Cormoration forecasts a decline of 53 nergent in total con-
structlon next year.

v et & . iz ape eatimated DY

Lunber: Reoulrements for lumber Aurding 19%2 5

~the WPB to fall more than 9 milllon boerd feetuﬁelnm thig i
yeer's levels. HReserve atocks of lumber in 1942 were Ie uga
11 percent due to failure of jusber productlon to come Ub G
needs.
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Vholesgle commodlty prices 2t new high

Led by farm producte and foods, wholesele prices of com-
aoiities lest week continued the rlse which has become more
noticeable slnce the third week in November. The rise hoe oo-
curred since the urgency of the food eltuation became apparent
~nA seems to have been glven Turther stlmulue by the O
t1on of the Price Adminletrator. Moody's index of epot prices
1net week sdvanced to a new high for the entire war period
+111le the Dow-Jones commodlty futures lndex rose to a new high
cinoce lest May. (See Chart 1.)

In the week before last, the BL3 lndex of wholescle nrices
of neerly 900 commodities rose to & new lbé-year high of 100.7
(1926 = 100.) The index now stands 34.3 percent sbove the nre-
ver level of Augusat 1939.

Brices of basie farm products agein rose sharply leaet veek,
rnd the BLS index of 9 uncontrolled commoditlies resched a new
nenk for the fifth consecutive week. The index of uncontrolled
commodities hee advanced 92.1 percent slnce August 1939, The
conbined index of 28 baslc commodlities agoin renched A new high.
(8ee Chart 2, upner section.)

The price rise in the past & weelks has centered in nrices
of form eommodities not subject to control. (Refer to Chart 2,
lower section.) Corn prices have advanced more than 13 per-
cent in the S5-week perlod shown on the chart, and wheat and
flnxeeed more then 9 percent. Prices for hoge heve risen
5.5 percent deeplte the sharp gensoncsl rise in receints, Last
veek they aversged highest since early Cctober, as receints
fell below expectations for the second gucceselve week,

n the past 5 weelks.
partly on the belief

by tradere that the ceiling on flour would have to be ralsed to
Press renorts indicate that

encble millers to resume purchases.

stebilization Director Byrnes 18 willing to permit an lnorease
in the oriece of flour by K& cents a berrel, or nearly 13 cente
a bushel, 1f Congress would change the law to permit the CCC
to sell up to 150 million bushels of wheat below the parity

nrice.

Cotton orices have gone up 2.6 percent 1
‘hent oprices last week continued to advance,

A decline in prices for steers of 2.5 percent over the past

5 weeks has be®n ascribed by the Department of Agriculture to
the new and more rigid price cellinze on beef. As orices for
“ zeinst beef ceilings, packer

live cattle have pressed closer & *
demand has turned to moderately nriced cattle. The prlce
off in cattle slaughter

decline has occurred desplite & falling 1net
in the past four weeks below that in the comparable perlod lase

vear. In response to thie develonment, however, prices for
ateere mads pubstantial recovery last weelk.
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nther price lncreases were lndlcated laast week, chilefly
in the form of upward adjustments of price cellings. A rige
in retail prices of fuel oil of .3¢ a gallon in the rationed
stntes wae announced, effective December 29, Press reports
fpon Weshington state that anthracite mine operators have been
asaured of a "moderate" increase 1ln their selling prices to off-
set wages they are to pay for work ln excess of the contract
veek of 35 houra. A Temporary increase 1n the wholesale price
ceilings for live poultry in New York has been allowed.

Government acts to lmprove food distribution

Last week the Government took several steps to lmprove
eivilian food distribution. Natlon-wlde ratlioning of almost all -
coumercially processed vegetables and frults and soups was nrdered,'
to begin in February under the "polnt" system. The Food Distribu-
tor stated in the announcement that 33 pounds per caplta of those
foods will be available in 1943 as compared with an average of

about 46 pounds a year from 1937 to 1941.

A new wholesale pricing system for four dairy products,
effective December 30, was announced to replace individual ceil-
ings. The specific prices set for butter, cheddar cheese, evapo-
rated and bulk powdered skim milk, according to the OPA, "repre-
sent & broad step toward assurance of an equltable distribution /
of avallable supplies to consumers in all sectlons of the cauntrg'.;
The prices fixed are identical with the Department of Agriculture's
minimum support prices except for cheese prices, which are 3 3/k4
cents per pound lese, This difference will be met by a subaldy,
With the new support levels the Department estimates that prices
recelved by farmers for butterfat in 1943 will average 15 to
20 percent higher than in 1942, and for whole milk sold at whole-

sale, 5 to 10 percent higher.

Other measures were taken also to relieve civillian shortages
of dairy products., The Food Distributlon Administration lssued
orders for release of 2 million cases of evaporated milk to manu-
facturers. This followed the release of an undisclosed amount of
butter stooks a day earlier, This agency also announced & program
to support the milk price in the Chlcago area by means of a sub-
sidy, "thus guaranteelng production in sufficient quantities %o
meet the demand", This action is the third of its type and 1s
sinilar to programs in operation in the New York and Duluth-
Superior areas. The Department of Agriculture has explained that
the subsidies are intended to make up the difference between higher
form prices and the celling prices at wholesale and retall.
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Foods accounting for retall price rige

Retail food costs have lncreased 15.9 percent in the past
vear and 1.0 percent since August, according to BLS data as of
qovember 17. The changes in retall prices of selected food
{tens since November 1941 and since last August are shown in
Table 1, attached. It will be noted that foods which have in-
crensed most wlthin the year have been chickena, potatoes, butter,
han, and pork chovs, Products which have had the greatest price
rige in the last three months are eggs, oranges, butter, and po-
tatoes, Part of these increases, of course, are of a seasonal
nature. All of the four foods are now under price ceilings ex-

cent oranzes.

British living costs decline under subsidies

Changes in living costs and in retall food coste in the
12-nonth perlod to October 1942, in the Unlited Kingdom, Canada,
and the Unlted States, are shown below:

(In percent)
Unlted Kingdom Cananda United States

Cast of living +0.5 +2.0 +8.8
Food costs = +5.1 +16.1

It will be noted that in the United Kingdom, food costs have
declined in the past year, while living costs as a whole have rlEEﬂJ
elizhtly. This is in direct contrast to the trend of food prices
in Canada and the United States. It should be kept 1in mind, how-
ever, that living costs had shown a much greater increase in Greet
Britaln than in elther of the other two countries previous to 1942,

At the beginning of 1942 the British system of subsidlzing

ith lend-lease shlpments,

rad 1 & together w
roduction of consumers' goods, tog Various British foods

was instrumental in bringing down food costs.
have been subsidlized in order to stabilize food prices, which con-

stitute 60 percent of the cost-of-1living index. Subsldized foods
account for ahout 75 percent of the food-price 1index, with aub:i-
dles being paid at the rate of approximately k102 mlllinndi ye g
excluding the pre-war cost of cattle and sugar beet subsl ?n ;hu
have been continued, (Data from U. S. Department of e

total war-time subsidies is divided as follows:

f E5D million
Flour, bread, oatmeal and feedstufis Lg3 million

Hentll+l1
Milk, tea, eggs and potatoes,.....:- k29 million
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In addition, & subsldy of &20 mlllion annually is paild by
+he 1inistry of Food toward the cost of transport of foods.

rhe heavy welghting of food costs in the British cost-of-
1iving index reflects in part the dlsappearance from the mar-
rets of other goods and services avallable for consumer purchase,
Tn the United States, the Bureau of Lebor Statlstlcs already has
begun to note similar changes, and now welghts food costs in our
own index at 35.9 percent of the total, as compared with 33.9 per-
cent in the base perlod of 1935-39. Te weight of the clothing
index also has been increased. g

The coat-of-living indexes of the three countrles are not
wholly comparable. As one example, taxes on clgarettes and to-
noceo are not included ln commuting the officlal Canadlian cost-
of-1iving index, but in thils couniry exclse taxes and real estate
taxes are reflected in the BLS indeX.

Commodity Credit Corporation releages
1047 Annual Heport

Exnanded operations to facllitate war-time production and
utilization of farm products are reported in the fiscal 1942
annual report of the Commodity Credit Corporation. EBEesldea oper-
ating to buy, sell, and lend upon agricultural commoditles, broad
war-time powers were delegated to the Corporatlion by the War Pro-
duction Board and the Board of Economic Warfare. As the publle
agency for the importation of moat agricultural products, the
Corporation purchased a number of products for importation, mostly
from Latin American countries distressed economically by the loss

of export markets.

Loans to farmers totalled $610 million as compared with

5452 million in 1941, owing largely to higher loan rates author-
ized by Congresas. Far purchase through the Agricultural Market-

ing Administration of ocommodities for lend-lease and other emer-
geney purposes, $900 million were made avallable.

Department store gales rise to record high

Deapite earlier than usual Christmas ghopplng, transportation
difficulties, and durable goods shortages, the dollar volume of
department store sales in the week ended December 19 broke &li
previous records, The gain over the corresponding week in 1941,
which wans the previous record high, amounted to 10 percent.

(See Chart 4.) This figure compares with a comparable gain of
17 percent 1n the previous week and one of 9 percent in the ?our
weeks ended December 19, However, on the baslis of Fnirahilﬁis
price index of typlcal department store ltems, much of the rlse
rice lncreases,

over year-earlier levels was accounted for by p
which on December 1 were calculated to average 5 percent higher

than on the corresponding date in 1941.
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Arccording to prelliminary data, Dun and Bradetreet reported
thot retall trode last week mailntalned a 4 to 9 percent galn over
renr —earller levels, degplte the retarding effects of gasollne
rationing and goods shortages. Thls agency confirmed other in-
aigations that this year's Christmas buying was the highest on
record on a dollar basis, but leaned to the bellel that the
physical volume of goods sold was actually less than a year ago
aue to the intervening price rilse.

Large increase in steel productlon forecast

Recent improvement in the tenor of reports on the steel
supply situation received further lmpetus 1lnst week with the
forecast by the WPB that total steel ingot capaclity by mid-1943
1s expected to reach approximately 97 milllon tons. This con-
trests sharply with the mid-1942 production capaclty of a 1little
over 89 million tona. Moreover, 1t 1s polnted out ln press re-
ports that the ateel ingot production of Germany, Italy and Japan
combined is estimated at only 50 to 55 milllon tons.

The bulk of the increase in steel production gtill to come
will be furnished by an estimated lncrease in open hearth capa-
city of over 5,300,000 tons in the first half of 1943, Eleetric

furnace capacity, which was lncremsed by more than a third durlng
the nast year, ls expected to be expanded by about 1,500,000 tons
by next June., Along with the sharp rlse 1n electric furnace
capacity, alloy steel output increased more than 50 percent in
1942 and further galns are scheduled for 1943.

Structural steel orders decline sharply

One of the outstanding accomplishments of the gteel 1ndustry
during the past year was the large exnaneion in plate production,
emounting to an increase ol 4# percent from January to December.
Greater emphasis on plate production 1s partly responslble for
a decline in the output of such steel ltema as bars, rods and
wire, sheets and etrip, as well as structural shapes., While ship-
ments of structural steel have declined in recent montha, new or-
ders have dropped even more rapidly. Thus bookings of febricated
structural steel in November reached the lowest level in many
years and wepre down about 85 percent from the peak reached las?
April, reflecting a falling off 1in conatruction of new plant

facillties.
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;pnufncturinﬁ bullding contracta show further declilne

A sherp contractlon 1n constructlon contract awards for
sanufecturing bulldings has occurred in recent months, indleating
that we have nassed the peax of new construction for the war pro-
_ram, After reachlng & record peak of 378 millions in September
contract awards for manufacturing bulldings as reported by the .
F. W. Dodge Corporatlon dropped to $240 millions in October and
to only 5107 millions in November, (See Chart 5.) Total con-
=+ ruotlon contract awards also declined in November, but the de-
cline from the previous month was only 16 percent due to some in-

areage in awards for utilities construction. (Refer to Chart 5.)

In contrast to thie yvear's record breaklng constructlon
activity, the F. W. Dodge Corporatlon recently forecast a decline
of U9 percent in total construction contract awards 1n 1943, It
is pointed ocut, however, that constructlion contracts on this basls
would still equal or better the volume attained in the relatively
active year of 1940, Moreover, it ig asserted that estimates of
1507 construction were made on a conservative basls and that up-
ward revision for some items, such as war housing, may ultimaetely
prove necessary.

Lumber reguirements expected to drop in 1543

Reflecting the expected decline in conatruction next year,
lumber reguirementa for 1943 are being estimated by the WEFB at
only 31.1 billion board feet, as compared with 40,2 billion
board feet in 1942, Lumber production 1n 1942 fell 5 percent
below that of the previous year, and falled to meet requirements
by about 6 billion board feet. As & consequencs, demand had %o
be met by serious inroads on reserve stocke, which were reduced

31 percent.
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MOVEMENT OF BASIC COMMODITY PRICES
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Dear Rr. Anbasoador! E - =

I have recelived the soyy of the
address deliversd by the Frime Minister
of Foland a% tha lumcheson of tha Owvar-
seas 'Tess Club on Decamber 18.

Thenk you very mash for your Gour-
teay in sending this %o me, I heve besn
most inkerestiad in resding 1%. This also
gives ma an epportumity %o send you the
ssason's greetings and Best vishea for
the Now Tear.

Sincerely,

(Bigmed) H. Morgenthau, Jr.

File in Dlary




1SH INFORMATION CENTER
Eg% rgast 67th St. New York,

To Editors

STRICTLY CONFIDENTIAL
113 for release only on

Wednesday Dec. 16th.
With Compliments of on_dellvery (cir,.1,30 pm.) '®

(The Polish Ambassador Please check against
actual delivery.

' -
ADDRESS DELIVERED BY GENERAL WLADYSLAW SIKORSKI, PRIME MINISTER ~a
oF POLAND, AT THE LUNCHEON OF THE OVERSEAS PRESS CLUB,
ON WEDNESDAY, DECEMBER 16, 1942, IN NEW YORE CITY.

Mr., President, Ladies and Gentlemen,

I am most grateful for the opportunity given me by the Over-
seas Press Club of addressing so distinguished an sudience in the
press world, on problems so closely affecting all the United Natlons.

I realize that f-am speaking to people who have a deep knowl-
edge of world problems and in particular of the rroblems of Europe.

I will therefore speak to you simply eand sincerely ss a soldier with

a realistic outlook on internationsl questions,

On every hand I am asked questions of a strategic and pnlit?:ﬁl

nature regarding present war 4ssues, 1 attribute this primarily to

the fact that I represent the Polish nation who, in 1939, was the

first to oppose armed resistance to the Germen onslaught, who refused

to surrender, and will continue to fight until final vietory. Owing
to her geo-political position and her gonsequent importance to peace,

« Poland holds a key position.




My Government maintains uninterrupted contact with the Mother
country which no obstacles or persecutions have been able to prevent.
I presume that these questions are put to me in my capacity of Com- (
mander-in-Chief of the Polish Armed Forces, as the author of several
pooks on modern warfare for which the American army 1s today so per-

fectly trained and equipped, and, last but not least, as the initliator

of the federal conception in Eastern Central Europe.

-
Following the trend of these questions, I should 1like to Eiv;“’}

some of my views to this distinguished forum, - not avoiding questions

vhich might seem embarassing. There are no indiscreet questions, but
only indiscreet answers.

The fortunes of war may still fluctuate. War requircs the ﬁ’
greatcst unity of action not only militarily spenking, but unity ol
allied purpose. But 1ts final issue 1s becoming ever clearer. We
must therefore bec prepared for peace, lest peace findsus unprepared

ng we were for war.

In the course of the conversations which I had in Washington

where I was honored to be the guest of preaident Roosevelt, I noted

vith the greatest satisfaction that this necessity for unity of pur-
pose and unity of action are fully rcaliznd and acted upon. _'

I shall first attempt to give my estimate of the prcsent war

situation. -

Within the limits in which I may speak on this subject in pub-

lic, I onon say that in 1942 Germany failed to achicve the aims she hac

set hepself. She did not succeed either in destroying the Russlan OW
she did not toke

or in bringing obout the overthrow of the Soviets.

Leningrad, or Moscow, Or Eﬁﬂlingrﬁd, sr the Caucaosus. Winter finds

_
v
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the German forces onoc agoin on the vast Rusaian open spaces. Their

gituntion 1s anologous to that of the last winter, and even their

vintcr gquipment 1is by no means better thon that which elicited Hit-

jer's bitter complaints. It is not improbable that the situation of
the Gecrman ormy will become even worse thon it was last wintcr. The
third "purge" of experienced Germon military leaders ond their cub-

atitution at most responslble posts by the henchmen of Himmler - the

Exccutioner, - clcarly polnt to the difficultics of Hitler who thus =
-y

tpics ot all cost to maintoin his exclusive hold on the army. Such
mensurcs will not inerease the coheslon of the German forces, but they

apc n proof that Hitler 1s doing his utmost to maintain his influence

and his hold on the military cconduct of the war.

The vaoliont Russion armies are taking advantoge of thair not-

ural ally - Winter, and may be cble to force the Germen armics to

retrent on asme sectors of the front.

One should always avold over-optimistic estimotes of o situa-

tion cspecially ot times of succeas., We have to deal with on encmy

ndmirably prepared ond still disposing of the indispensable rescrves

of manpower and war material. The natural resources eontrolled by

Germony, the slave labor temporarily at her disposal in nccupled

countries, enable her to keep up o further effective fight and to mof

tain o high level of her war production.

The war production of Greot Britain ond the Dominions, and

especiclly that of the United Stotes, alreody greatly exceeds thot of

the Axis Powers.

This production is steadily rising as I have been able person-

0lly to observe, while German and Jrponese wor production has long 08¢

ductisn our vietory 18 cer

=

reached its peak. In the realm of war pro
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Germony hos likewise folled to inteérrupt communications between

the Continents. Nelither German submorines in the Atlontie, nor Rom-

mel ot Sueg, nor yet Japan in the Pacific have succecded in achieving

this zim.
Only now, in the light of Amedicon losscs at Pearl Harbor, ean

we npprechte the maognificent achievement of the Américan Novy in main-

taining communications with Australia,

In the course of this year CGermony has also 1lnat her formeor
momentum. The large scale thrusts which she used to launch simul-
taneously in severnl dircections, are a thing of the past. Her Luft
vaffc ia weakening aond is showing signs of fatigue. Next year this
will become even more pronounced,

In summing up my views on the present war situation, I consider
thot we are entitled to foresee thot Germany will tend to pass to the
defensive, In time Germany will be completely on the defensive and
will hold in Europe as in a fortreass If the Allicd Afriecan offensive
succceds in foreing the enemy out of that continent. That this will
not long be deferred is shown by the considerable success achleved by
thc British Eighth Army at El Agheila which has 89 brilliantly opened
the second phase »f its offensive agaoinst Gencral Rommel's f-rces,
The Germans entrenched in Burope will play for tine, tending to per-
sucde the Allies that further bloodshed 1s hopeless and that war

should be ended by a negotinted peoce. The Germans will try to fdghten

EﬂE_ﬁ{EEE Weatern Demacruﬂiﬁa by the threat of Bolshevism, nddressing

them in behalf of eivilization which these arch-barbariona pretend
they are defending.

In the name of the high prineiples for which we are fighting,
you, the leaders of public opinion of this powerful nation will haove

to cppose these sutbursts of Gocbbels propaganda. A compromise peace

4,.".

(
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with Germany wiuld equal the greatest defecat. The enormous socrifices
- the fighting naotions would have been in vain, Suﬁh a peace would
he ot best annother precarious and most dengerous ormistice.

The African campaign brings me to onother subject on which I

frequently being queStioned, nomely that of the problems arising

out of the present cperation in North Africa and especinlly regording

the nttitude of the Allies towards the French. In my opinion, the

real problem can be summed up in the following question: Are politi-
eal or strategle considerotions more important and decisive at the .
present atage of the African campalgn?

I do not hesitote in answvering thaot, under the clrcumstances

and for the time being, politics cannot be allowed adversely t2 1in-

fluence the course »f strotegy, especlally when decling with on oper-
atisn 8o important and ao difficult as the A111ied ~ffensive in Afriea. §

The decision of the Allied High Command in Africa was exclusively 4

dictated by militory requirements ond is entirely justified by them. '

I would regard as most dangerous for the further devel->pment of the
sperations conducted by General Eisenhower anything that would inter-
fere with, or reatriet the freedom of his operational moves. All the
more 85 on ace-sunt of Germany's decision to hold Tunis and Bizerte

ot all e¢ost, and the advantoge held by the Axis Powers as regards com-
municatisns.

I have been nsked how I should have acted in General Eisenhower's

place. I reply that I would have acted in exoetly the some Way.

But what about "Fighting France"?
the W:.r

We have no right t- forget that at the time when
it was plcked up

Fronce fell from the honds of her surrenderlng ormy,

tnd roised by Generanl Charles de Gaulle. His nctilon wosd true to the

highest idenls nnd troditions of France, - of that France vith-ut

]
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yhich durcble European peace is unthinkable. Therefare, Genernl de

goulle will farever remain the symbol of Fighting aond Immortal Fronce,

what under the circumstances 1s the future of "Fighting Fronce

Here ogain political considerations should give way to the

exipeneies of war and ultimate victory. I firmly belleve thet all

#renchmen will realize the demand of the moment and will join in o

nolicy uﬂ&FiﬂE nll their efforts for the time belng outaide thelr

eountry, in the same woy 08 we Poles have done, 82 as to fight in full

armony ond unity with the single aim of saving their country. -

The necessity of unity i1s true for us all. We must face facts.

We must fully realize the nature of the enemy.

We are fighting an enemy who aims at the destruction of all af
us. He oilms nt enslaving us. Poland has become the maoin testing
ground for this modernized version of barbariam.

Just before leaving Englond I recelved the lotest report on the

situntisn in Poland, I haod meant to read 1t to you, but on second

thought I decided not to, Why? Frankly, becouse I know from experi-

ence that even friends devoted to my country are apt to doubt the

verncity of the terrible facts reported from the Hell of the Vistula
ond Warta. You, free people of the Western Hemisphere, ore not capable
°f grasping ond believing the depth to which the Germans have sunk. p

I will give you some of the facts from this report dated end of Nov-

ember,
The Gepmans hove made 6 1/2 million vietims, which means thot

every f1fth man, woman or child in Polaond has been either murdered,

or driven from his home, taken to eoncentmtion comps, tortured, oOr

tcken away to forced lobor in Germany.

T> help you visualize what this really means, I ask you to

imogine that the éntire populotion of Metr-politan New ¥ork has been




i, 120

dered, deported ond driven from their homes. What moss enslave-

mur
ment for foprced laobor means may best be realized in imagining that

the entire populations of Chicago and Woshington have been thus en-

sloved. Therefore, if you tronspose these figures in terms of Ameriss,

¥

-u would obtain the following pldure:

20 million Americans thrown out >f their homes.,

8,000 University ond College professors murdered.

One million Americon men and women undergolng torture
in concentrotisn camps.

One and n holf million Ameriean children dying yearly.

Such would be America under the German heel. Such is the

situntion in Poland today.

Ts renlize the extent of the monstrous maossacre of Jews, you

must imagine the whole of Monhattan c¢losed in by ghetto wolls behind

which 21l the Jews of the Western Hemisphere have been {mprisoned ond

grodunlly and methodiecslly exterminated in groups sf several thousands

doily be menns of machine-gun shootings, or in lethal gas chambers or

by electrocution,

Regardless of this aoppalling state ~f things, underground Polmd

fights on, Newspopers are secretly printed ond circulated four times

daily nnd print the latest British ond Americon radio bulletins. We

do not boast of sobotage because the glory that such propaganda would

ring us ia not worth the victima 1t would inevitably entail iﬂ ik

country.

Let us consider the reactlon of our population. I will reod

Poznon, Warsaw, Wilns,

¥ou the text of o protest secretly procloimed in

and Lwow:




"The ttal number of Jews kllled has recached one million,
this number belng incrensed deily. All perish: the rich
and the poor, the aged and wvomen, men, ya>yth and infants.
Their only crime was that they were born ;ﬁi& the Jewish
Siailnliiietiy oonerned to extermination by Hitler.
Therefowa we, Catholics and Poles, desire to speak. We
do not want to be Pllates. We cannat actively counteraoct

the Geymin erimes, cannot help anything, nor save anybody,

but w2 p2otcst from the bottom of sur hearts, filled with

compausian, indignation and horror.”

Cn the day of victory the walls of the ghetto in Poland will

foll. They will be destrcyed by the Polish people. At the moment,

however, means muast be found €+ save this population, especlally the °
Pnlish Jews, who are the vietims »f this most bestial barbardsm.

In reply bto questisns regording the futurc European scttlement,

I should 1ike to say thot i1t is the naturnl instinct of nati-ns which

mokes them tend townrds the establishment of international unity among

those freed-m-loving peoples wha, living peacefully side by side, aore

expased to the threat of attaock from their powerful neighbors. This

tendency towards federntion is especislly strong omong the countries

>f Eastern Central Eurcpe. The realizotion of this idea, of which I

om o fervent advoeate, will safeguard not only the security of those
ind

nations situated between Germony cnd Russis who will thus form a k

°f internatisnal fomily, but it would likewise be the notural rompart
bout her Western secu-

°f security of Soviet Russin, slways 80 uneosy o

rity. Such n peaceful family of nations would not only be o foetor of

security, but also one of permonent European equilibrium and Eﬂjn?miﬂ_
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development through the creation in a vast area »f possibilitics of

production and eommercial exchange on o large scale. As the Represent - (

ative of Poland, I feel I have the right t> talk of federation, 1in
view of the fact that five centuries ago, Poland hnad already cstob-
lished o successful concept of federation of néighbaring States,

In this present war, Poland 18 not only fighting for her -own

freedom. True to her traditions, she 1is fighing for the realizotion S .=,

of her oldest maxim: "The unisn of the free with the free -n the

basis of mutuanl equality".
Regordlessa >f overwhelming odds, Poland was the first to

challenge brutal aggression., BShe will be the last to leave the

bottlefield.




EOLEX
INCOMING CABLEGRAM

DECEMBER 29, 1942

Chungking, December 28, 1942.

Federal Reserve Dank of Hew York
New York
Nos 33

Your cable No. 43 e confirm

The Cantral Bank of Lhina




COEX
OUTGOING CABLEGRA

DECENBER 23, 1942

lios 43
The Central Bank of China
Chungking

/ith reference to your cable Neo. 31 requesting a further

extension of the arrangement between us for purvose of

supplying Republic of China with dollar exchange the
Secretary of the Treasury has authorized us as fiscal
aent of the United States to modify further paragraph

& of our letter of July 14, 1937 as modified by deleting
"December 31, 1942" wherever such words and figures appear
in such paragraph as modified and inserting in lien thereof
"June 30, 1943". Flease confirm your agreement to such

modification of the arrangement.

F:_':.JTM.I RESERVE BANE U: [l YORE
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JORECAST OF CANADA'S INITED STATES DOLLAR POSITION

HOVEMHER 194E

Y

m'd. Comments on the Forecast.

sl
m 3. Financing Canada's Heada for United States Dollars.

ﬂ. 11, Canada's Deficiency of United States Dollars on Current
“7  Account Transactions with the United States,

5l

Hil! II1, Capital Account Transactions with the United States.

l.'hﬂ.l Y. OUnited States Dollars Obtained from Hewfoundland and othar

g
< i Non-Sterling Area Countries,

1 ¥I. Cenada's Liquid Reserves.

Sibulation of the "Main Changes in the U.S. Dollar Estimate of

' 'ﬂh IV. Effect of Hyde Fark Transactioms, Gross.
' ':- i_'::ﬂ.' Hu‘-h'ri lm, rrm mt -ﬂ-' m Dﬂtﬂ-’l}lr. liﬂ‘l‘

Tow to the Tables.

'




o I':_'Ju'. .r'. ;I_I.
o, Geperal Comments |

ﬂnp"mt estinate forecasts a small fevcurablo balance (§16 millienm)

with {he United Stetes in the last quarter of 1942 and favourable balances of
426 millgon and §17 million, respectively, for the first two quarters of 1943,
mis is s increase from §7 mlllion to §16 millien iz the U.5. dollar balance

tepacast for the present querter bui no change in the forscest of §26 million

for the first gquarter of 1943 made in October.

g, The following factors mey reduce our receipts of U.S. dollars below the

amount 8 here forecast;

(a) Smaller gold exports thau Lhe 350 million here forecast for the first

e e e e e—" T —— e —

' two quarters of 1943 (Tabvle II, item 1l). It is difficult to forecast
the affects of the Government's program for restricting gold mining as

well as other nop=war iadustries in step with var requirements. t

(b) Exports of merchandise may be more Severely curtailed than has been '
forecast here, particularly in wood and wood products suck as newsprint, )

pulp wood mad wood pulp beceuss of the shortage of elesctric power end

of manpower,

(e} A mmaller amount of foreign borrowing in the form of purchanes of
Canadian securities by United States investors than the $35 milliom
here forecast (Talle III, item 4) for the first two quarters of 1943

(The movement of Camdian securitiss to the Thited States may become

negligible.]

.mtﬂ from the Tnited States may be evan larger than bere forecast for

-
th'-:?‘“ﬂt quarter, if the level reached in the month of Octoter is maintainad
a1 1

X
1‘% rest of the quarter,
'.fl:'

- i N
"'-;%in' only important scurce of additional .5, dollars 1o the naxt Two quarte

ot Hyde Parh arrangenents by either ome or both of -

.'1 an incrense in sales of war materials to the United States.




- g_,ﬁl a reduction in the amount of "invoices rendsred by War Supplies
—-u"_.-

Ltd., but yet unpaid.®

5, As estimated here for the calendar year 1942 total, Canada's U.5. dollar
pnlillcﬂ is being supported to the total of $336 million by gold exports

(§168 million) and capital imports from the United States ($173 million). The
sapport from Eyde Park exports, gross, in 1942 is estimated to amount to $390

million, including $50 million of imporis of components and materials obtained

by the United Kingdom under Lend-Lease for exscutiom of British orders in Capads. |

. 8. Yor the first three quarters of the calendar year 1942, the total net increase i
in M'ﬂ- stock of gold and United States dollars was $72 million (Table I, r

item 17). If our prediction of a net increase for the fourth quarter of 1942

mounting to §16 million (Teble I, item 15) is verified, the total net increass

{a our stocks of gold and United States dollars for the calendar year 1942 will

b6 $68 million.

g ¥

e

L
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g Canada'a Needs for Thited States Dollars.

T ———— e ———

L
(in millions »f U.S. dollars)
ITtam Caleandar Yaars tuarters of 1942 1943
_No. 1941 1942 I IT IIT IV s S s &
210088 of ¢urrent payments
over T (exeluding
yde Park transactions)
(fable ID)seeerovasannrassonnes Lo 286 499 87 155 113 144 136 163
the ohief items in this
xoess are (Table II)
Imports for war production
and military equipment...coaes 2s 292 454 105 108 116 125 135 140
n““ w-;-¢| AR R RN R BB 3- 55’“ E'B'E 155‘ 1':":' 1"5 135 lE’U llﬂ‘
total of all current payments 4. 1,191 1,443 319 389 361 374 D341 353
EXpOrtfs snnssesnsnnssoscncaces Se 506 555 140 139 135 141 127 123
Total of all current receipts. 6. 905 944 232 84 0 248 230 205 190
pood maturities and other
debite on capital aceount
[ml' Iu}lliiillillIlllil‘ill I?" 5:5 2“ 5 ‘:‘l E E' :' 1?
, 'mu of componsnte and
materials obtained by ths U.K.
! under Lend-TLease for executlon
d  or British orders in Conade.... 8. 3 50 s 23 10 12 14 8
Total Nesda for U.S.Dollars
tl}'fu]-llll.-‘..*f-"".'"-. 9. EE'E 975 g? 155 m ]-E‘E'
'+ Baye_of %E Thesa Keads.
Eyde Park actions, Gross,
{m‘ “}".“.‘llili'llﬂll'li." lu' El Em E'ﬂ luﬁ 1°E' 115
. which includes the estimated
08:dollar content of Hyde
Park sxports amounting to.... 1l. - 33 g & 128 13
United States dollars obtained
from Newfoundland and other
nob=sterling area countries o3,
outelde the U.S.(net) (Table Y. 12. 24 (1 11 23 9
HI.'I.iri of securities and other
i ecapital sccount eredits
(B IIT)seserensonenereecea 18 94 115 52 58 -2
! ‘-mﬁ mﬁ'la’}l‘litilllliil lil 1'?9 m 135 131 l‘-‘r 1?5
\ Raceipts over Neads(l4=9). 15. - 56 26 - 13 15
‘o088 ‘0f Needs over Receipts(9=14). 16. 143 e = b
‘il 'Bain in stocks of gold and
j : .-.I “llll---li?ii??lilf"ii- 1?' iE 1‘ 15‘
| tmalloss in stocks of gold and "
] I; TR T IR RERRER R R BN RS B B 13' 143 d -
I R W
"TOEWand omissions (15 or 16 2
I ".._,I' 17 “13]!--‘!11!!1[ 19. 1 16 as

hotes Item B. This item is introdused in SecC
In Section II, Item 10, and beceuse in the abse

Canada would presumably need U.S.

the relisbility of this item, see the

Ll

dollars to cover the
footnote to Table IV,

tiomn I of this Table bec
pee of the Hyde
imports in this item.

Item 7.

suse it 18 included

Park agreement
on

_Y



B Y 11. Cenada's Deficiency of United Stetes Dollars on Current Aceount
Transactions with the United States

#’
port8) -

ar prodmotion and
olitary equipment
[ml..lnlhd-lulﬂ.ﬂa'l N LT
ner AmpOTEB..cioaniene s

tal imports (1 £ 2).....

+ight payable in U.S.
':'u“'llll|llli-l!-!!1-r+i
arist and other travel

1 the United States.....

.“.ﬂ.t||tllili---llr---i

ridends and profita.....

.“.umn‘“p-llilllli'ﬂl'

paymen t
TPy

+ Beceipts by Canada

F the United
ates.

porta of merchandise

y Cansda (exol .Hyde

AT RS s cevscsannnans
porte of newly-mined

B
slght receipts in

-E-”‘ BIEi s s TR LR

AL

ta Bt, dividends and

v lmﬂ. thﬂ “-lEl-l "B
;:_l.ln.' e
ral it ipts

F12413£14415) ...,

payments over

- ‘rrin----;;.‘--q

(in milliona of U.3. dollars)

: I
Item Calsndar Years Quarters of 1942 1943
No. 1941 1942 ¥ T It I 1 II |
i
; 292 454 105 108 116 185 136 140
2, 550 586 136 170 145 135 120 110 !
3, g4z 1,040 241 278 261 260 e85 250 |
|
¥
4. 86 130 gl 3 39 35 27 20 l
Be 15 14 4 4 3 3 4 3
Ba BS 88 19 24 20 25 20 26
7. 118 111 20 32 23 36 20 30 '
a., 45 60 14 16 15 15 15 15 [
9. 1,191 1,443 319 389 6L 374
10. 506 555 140 139 135 141 127 123
11. 185 163 “ 42 w0 3 0 20
12, 54 72 16 18 19 19 17 16
13, 73 47 7 )11 22 7 5 g
9 9
47 47 12 10 1l& 1
% 40 ) 13 14 18 15 16 14
16. 905 944 232 2o 248 230 205 190
17 286 499 g7 155 113 144 136 155




Capital Account Transactions with the United States

(in millions of U.S. Dollars)

Item Calandar Years Quarters of 1942 1943 .
No. 1941 1948 & I1 III Iv I o

Hisillli-‘l.l.‘.l. E.. EE m ‘

-]
Bt PaymOntS...eiaianss 0. 7 4 1 1 1 1 1 1
B
\ HIEI"E];...... 10, b =4 5 T
i

b Capital, Inflow
b [ J & ?-]ﬂ A RTERERE | ll! El Hg *‘?




Effect of Hyde Park Trenssctions Groas
i ﬂ‘

(in millions of U.S. Dollars)

g : Item Calendar Years Quarters of 1942 1943
i No. _1941 1942 I 1
I.‘H .mm 111 v I—-E
; .- Ssssssessnsnsssss Lo 80 79 44 ol i § - 1 -
rs plased
mi‘l Ltd.esancees 2. 2 228 T 42 B3 96 110 120

F '-.'

'i'iiillll-niniiit-il| E. - = - - - - . u
illlliiliili!iiuilii e ___‘- a3 4 L 18 10 14 18
—m
. ailf"} "jl!‘l-llll Bs 58 40 65 B3 9& 108 187 149
.-.;! I '. . a
8, on account of
for the Combined
Hﬂlliiil«tii---ti Elq. - = - - - - 3 ‘
nts and
by the
or - for
L II'I.‘H.II. Orders .
h' SRAEBFEEIBRAEE R BB ri'lln = Eﬂ E H m _“—a

BF Teseececesnns Ba Bl W0 60 108 108 118 144 163

inst prepayments
MI.M“ of
-I" _ hhl-llilli TR LT g- - 1’ I- 5 G ' H m
 under Hyde
IF"E ']..lllllllllliii'- 10. 8 278 13 5e 101 1z 1 167

b8, dollar content
rts under Hyde

PRl Ssspsnvnnnanssnnnne 1—1- =

a8 B 6 1@ 13 17 19

———--I- — _-'—"!—"'-r_" -_’&—T




United States.

@1- V. Tnited States Dollars Obtained Cuteide the

(in millions of U.S. Dollars)

Item Calendar Years

Quarters of 1942 1943

- e——

No. 1941 1948 I I III IV I IX
I
an exports to |
- area countries "
ﬂ‘“ﬂ‘. ‘h‘ U}Ea;it¢--+il‘i-- 1. - i5 15 1= L] a8 ] ¥ I
of I.'Irllnll from Canadian |
companies cperating in Latin- :
.."ﬂ_‘lllillilllii---i-i;i“ E. - Eﬁ E ZHE 4 1‘ Il 1' {
l“ll {1 F l}-ttillli-ia-ii 5; BE Bﬂ lﬂ I' 1= l’ 11 'E
g " u_
Yor llprbl from non-starling
m@ﬂntrin cutside the :
-Iiiliiillitlt--*-'-'..-..,' 4. 79 " 14 1; 13 -] a8 .

of U.S.Dollars from
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Table VI. Canada's u!u-ﬂ. BEagarvas
(in millions of U.S.Dollars)

U.5.% Total Frivata
Goldf Bulnnuﬁ ufﬂ.uiy Balance Total ;
1959 ..asss 200 56 281 130 391
1'“.I11|- 155 1‘* ﬂﬁﬂ - m
1’*1-1 PE & 155 5’- ]-EE g .I.E
1942.0s0se 1EO 104 230 - £30
1948.0sses 125 119 244 - Bid :
1942 ..000 122 138 260 - 250 .-
Me. 51, 1942...... 276 276 3
i -..ll’ 51, 1943...000 302 302 b
_:_F" m, 1943, ssnwe ﬂ-g m ,r

lgﬁ‘illllll . =

1940, 0 unn =69 ]"15 i“ =130

1“1-- P - -145! "'1“ - [ 11
19425000 -1ﬂ m fﬂ . “
191.2-..". ""'1 H'lﬁ jf'l" - ﬂ'
1‘*31» XLy -3 ﬁlg ﬁ“ pa Elﬁ- “
.19‘31- Tl flﬁ - F.L" ﬂ-
15'!3--1-1-- m - m 2=
1943 0anns #17 - F17 8

# Total "offieial™ holdings = Foreign Exchange Control Board,
Minister of Finance and Bank of Canada.

| ## Totael holdings of U.S. dcllars by sll other residents of Canada,

; excluding Canadian banks and insurance companies whose holdings of
7.8. dollars are required for the
The totals shown are exclusive of §20 millien in minisum working
balances.

Prior to the war, a very large proportion of Canada’s exchange
reserves was held by private rather than of ficial agencies. In the
spring of 1940, the Foreign Exchangs Control Board, which bad been
charged with responsibility for managing the country's axchange
reserves, took over all such balances in private hands other than
the minimm amount considersd sssantial for day-to-day working
balances.




from that made in October, 1942, 10

(in milliona of U. S. dollars)

Item 1942 1943

No. I11 v 1
{ gurrent payments Qetober 1. 113 158 139
» November 113 144 136
Change =14 -
s of components and
als obtainesd by the U.kh. Qctober 8. 22 19 18
»"tend-Lease for exacutlion November 10 12 14
ypitish orders in Canada...... Changse =182 @ =7 -4
s 2o
rotal Heeds for U.S. dollars...... October 9. 141 183 162
S Kovember 129 162 155
2 Change = -2l =7
fyds Park Transactions, gross..... October 10. 115 133 148
November 106 115 144
Change -9 =14 -4
1. dollars obtained from New-
toundland and other mon-sterling Oectober l1l2. 9 2l * 10
area countries outside the U.S. November 9 23 9
{“tl"“"lllil‘l'li-IIl‘lllll-ill!-ill Ghﬂngﬂ' HE -l
ﬂllti.;"ﬂf securities and other betober 13. 32 37 30
gapital eredits....ccvicccacannnann November 32 37 2B
g Fhange -2
M
fotal Receipts of U,5. dollars,... October ld. 156 190 188
g = S Hovember 147 178 181
. Change SIS
of Receipts over Needs..... October 15, 15 f :g
Kovember 18 16
Change FE 9
7in Table II. Current Account :
.Furtﬂillll!!}l--ii!lli‘l""' ﬂﬂtﬂ'bﬁ‘r 1. 113 12n 128
R - November 116 125 155
Change F Fo F15
s 120
l-.- nrtnriti-illlfFllil!li"‘*.‘ Dct&hql‘ E' lég 1
» Fovember 145 139 120
Change -4
1'?“':"}3----1-;-ll-r-r-r-r...iq.- ﬂ':tr'n‘b‘ﬂr 3" 251 - 255 g‘:g
November 261 ~ EEE 15
Change Fo f
: . 25
ght payable in U.3. dollars... October 4. iz ;é 217
: llovember 49 2 pe:
Change ¢
23 36 22 e
dend and vrofits payments..... 0Ootobar 7. %
: B November 29 36 Eg 30
Change =2



Item 1942

No, . IIT Iv
O kB, .. vicarssssanssiiis- October 9, 561 %67
G, November " 361 374
. Change £7
grport# of Kerchandise by Canada.. October 10. " 138 129
“:??\ Hovembear 135 141
T ~ ,Change F1E

. ot
gzports of newly-mined gold....... October 1l. 40 30
P lovember 40 37
Change ??
Hdmm.r.ﬂﬂiptﬂi;||----iilmtiv"'-- getober 12, 19 1?
Movember 1% 19
3 Change Fe
fotal receliptB.ccccvscnsenssusssse October 16. 248 209
Novembear 248 230
Change FE1
Ereess of Payments over Heceipts.. October 17. 113 158
Movember 113 144
Change =14

hanges in Table III. Capital Account

Sales of U.S5. and other foreign

llﬂﬂritiﬂﬂ-i**.qa.rr-u-----i-q..- ﬂﬁtﬂhﬂr ll 3 5
: Novembar 3 4
Changs =1
Seles of other U.5. assetS......ss October 2, & 3
\ NMovembar B &
A Change ¢l
|
ﬂl¥f#5nf Canadisn securities...... Ootober i . 19 o+
:1: Hovembar 19 29
i R Change
_T'ii of Capital Inflow [from the gctober 1ll. 26 a1
.'_d States .. eeesns T E R R HD?meBr 2o al
.-E Change
§ in Table IV. Hyde FPark
:.' yments and capital advances.. Qetober | 1 -
g Hovember 1 -
Change
; Lilphﬂ from sales through war fetober 2 dﬁ 3;
BUpplies Ltd........ it rsssssssss NHovenber B3
) Change -1
"r\-_. ) 2
8. L BB OEE S S E MR E e SRR E S FEeE W DELQbﬂT H* = - E 11
Fovember = - FE_
Change
als..... R E B R W E R E s @ fectobar s a 9 13 I!
W W oW om o R R R W B " 1.\:“"#“]}“1— 12 lu 1 |
Change Fa F1l 1




Putrnliﬁ $sceipts, C.A.TePasaven:

Tl
L

Inports of components and materials

obtained by the U.K. under Lend-

Lease for execution of British
ﬂr'ﬁ-!’i'fiﬂ. Gﬂ.ﬂﬂdﬂ..qq-- & % = @B @ & F 8§ B 809 L
T'ut-.-ltq.'ll--llil-nl---i-lql--rn|r-ri||--|-

r,
. B

#
I{'l

L
= 1 .

) ;‘l“; : Table V. U.S5.Dollars
taing utside the United States
E-Mﬂﬁtﬂ-lﬂf dividends from

Capadien companies in Latin
“Eﬂﬁﬂ--.-'-...

l!q--r-l--l--ll-lil-lr-!

et r@geipts of U.3.Dollars
rrn!-;:_lnwrﬂundland.....*....“-nu

T,

i
Ay
I
M
e 3

%f

Qectober
NHovember
Change

Qetober
Hovembary
Change

Qetopar
Movember
coange

Detober
Movember
Change

Octobar
November
Change

gctobeT
Movember
Change

O

93 105 115 -
95 106 127 149
r3 F1 Fla
- & 15 -
- - E ]
- -8 =12
22 19 18 -
10 12- 14 8
-1z -7 -4
115 152 148 -
106 118 144 163
-9 -14 -4
4 13 3 -
4 15 3 13
f2
3] B 7 -
8 B & 5
-1
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Footnotes to the Tables 13

A

2 --"_ 0y 'h forecast for "total imports™ from the United States was arrived

#.,‘ Statistics classifiss our imports from the United States. Partioular
“m was paid to the total imports of the larger individual items in each
“ for the first nine months of 1942. (m the baris of this information,

u._,:_. ssemad good reason to forecast a lass drastic fall in total imports than

mis forecast in October. The decline here forecest will still be too severe

for the present quarter, if the level of {mports reached in the month of Oetober

u.—hhinrl for November and December.

. Ths subdivisiom of "total imports® {nto "war imports" and "non-war

w is pecessarily arbitrary in part. The division between them hare made

:i.lxm on estimates of the U.,S. dollar costs of our war production and infor-

-j_ll.- eurrently availables on the trends of non-wer imports. The line between

the two is difficult to draw end in eny oase it 1s the figure of totel imports

which is significant for the balance of payments.

Freight payable in U.S. dollars.
This item includes inland freight on coal and other commodities Q

i from or through the U.,5., ocean freight on imports which is payable in \
lﬂlhrl to U.5. or other foreign agencies, and such part of the freight on

Bdian exports to sterling area countries as is paysble B Canada in U.S. :

. Estimates on some of these paymenta, 8.g., freight on ecoal imports,

on up-to-date information; for other parts of the estimate the basic

'-h usually one quarter behind. As a record, the estimates of the larger

. of the freight payments are probably quite aocurate.

Tourist payments.
Thess are based upon Foreign Exchange Cont

rulnnuﬂﬂluutcmth

0 tourists for travel in the United States.
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Footnotes to the Tables (comt'd].

i upon Dominion Bureau of Statistics estimates of the holdings of
of Canadisn bonds in the United States. The gquarterly distribution
atudying the seascnal tendency in the sales by the Foreign Exchangs

| of U.8¢ dollars for the servicing of Canadian bonds.

Based on F.E.C.B. records of approvals for the remittance of dividends
and profits ﬂ residents of the U.5. dollar area. The forecast has been made on
the assumption that remittances will continue to be below earnings as they have
besn in the recent past snd that there will be no tendeney to remit to the U.S.

1 ' the comsiderable volume of profits eligible for remittance under the regulations

of the ¥.E.C.B. which have thus been built up.

This {tem ineludes mainly payments for services such, for instance,

Item 8, Miscellaneous.
as payments to companies in the U.S. for management, enginsering and similar

professional services. & :

.HF._“- Exports. (exeluding fyde Park exports).
For the past the figure of exports to the United States ias arrived at
or whish no U.S.dollars

Wﬂjﬁﬂing the Customs figures to eliminate some items I
:hnrli“d and to exoclude as far as possible the exports made under the Hyds

agreement which are included in Table IV.

As in the case of "total imports®, the forecast of *total exports™ was

by the examination of the recent trends of exports in each of the commodity

s, and the individual items within each group. The main reasan for the fore-

d decline in total exports is the probable reduetion in exports of wood pulp

&04 pewsprizt. COn the basis of more complete information for the third quarter

of 1942 and jreliminary figures for the month of Ootober, the sstimats for the

fourth quarter of 1942 bas been raised from the §129 million forecast inm October
to $141 million: the Cetober forecast for the first quarter of 1943 has been

ised from $120 millicn to $127 million and the estimats for the sescond quarter

of 1943 bas been set at $122 millionm,
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Footnotes to the Tables (oomt'd)
of newly-mined gold.

.I :._ ) exports for the past are from data compiled by the Bank of Canada,
. ‘gl ffieult to forecast accurately the effect whish restrietions om gold-
1l hﬂl on the volume of gold exports, The estimates here made may wll

i b ko be 100 high.

| !Eghj receipts.
ﬁu {tam includes Canadian railway sarnings on exports to the Tnited
ot Ilihd States payments to Canadisn railways on freight in trensit through
I. l:lld expendditures in Canada by United States railweys, particularly those

s Onterio. For the past an estimate is made on the basis of reilway

Thers {8 also included expenditures in Canada on aoceount of U.5. and

forelgn ships and some sarnings of Canadian ships which are recsived in

gm 13, U.S. tourist travel in Canada.

This estimate is based on F.E.C.B. recsipts of U.8, dollera which are

i to originate in the tourist trads, The Dominion Buresu of Statistica

s {5 based on tourist traffic end includes Capadisn dollar raceipts which

be separated from U.S. dollar recelipts. However, the F,E.C.B. data eppear

: bs in 1ine with the estimates based om the figures for the tourist traffiec to

14. Interest, dividends and profits from the United States.

F.E.C.B. data, including income from other than U.S. sacurities.

Dividends meceived from Canadian companies operating in Latin America are pxcludsd,

as these appear in Table V, item 2.

Item 15. Miscellansous.

The income included here 1is mostly from services. It includes receipts

originating in the astivitiess of the U.Ss government in Capada, as far {instanos ]

the Alaska highway,




4.

¢ the past data gcompiled by the Foreign Exchange Control Board.

are rough estimates of future sales.

The figures for the past reccrd the amount of exchangs purchassd from

. : a0eBe to mest maturitiss of Canadian bonds. The forscast is based om the

foreign holdings of maturing Canadian bonds,

i ¥.E.C.B. data for the past. The forecast is for payments at the presant

'h'n].- Iv. Effect of Hyde Pnﬂrui Gross.

The form of this table has baan altsred scmewhat to eclarify 1% and

scme additiomal information.

IEE].‘_'“- and ﬂnﬂtﬂl Advanoas .

As recordsd by the Department of Munitions and Supply.

Becelipts on Ordars thro War {ea Ltd.

y the Depertment of Munitions and Supply,

The moat recent sstimate D
receipts of T.3s dollars through

- -

Ilwlln Ltd. at $100,1 million for the present quarter and at $118,6 and

s of 1943 respsctively, A alight reduction from

80,6 for the first two quarteT
gquarter of 1943 includes

Their estimate for the seccond

previous estimate.
{ss Ltd, which it 1= axpacted

«3 million wprobable orders® through War Suppl
of ships the construsticm of

S o

be given by the Umited Statos for purchase

which has been contracted for by Canada.

pﬂlulhﬂitjr that Canad dollars in

a mey receive 0.8.

Deaapite the
yet been ogrdered by the

45 for ships which have not

the sscond quarter of 19
sent changes in tha procedurs for paymenta

Toited States and the fact that Te

the amount of nInvo loas rendered by Ear

to War Supplies Ltd. may raduce

there is no assurance, &t the moment, that this will

Supplies but unpaid®,

be the case., For this reason the estimates of the Department of Munitions and




‘able IV cont'd.

M

. gut arbitrarily to the amounts shown in Item 2, Recsipts i

‘have been gonsistently below estimates.

l'.
P k. .ll-

'f—"' Department of Munitions and Supply Teports this as a "sals of
b .ﬁ
to the U.S. Government by Aserican Looomotive Works whiok has been

- b |

. e _::,1.1 : ted to Montreal Locomotive Works, their Canadisn subsidiery.” , \ 1~

i "Salss to Metals Reserve Cor pormtd on"s

mgalss to Matals Reserve Corporation® of aluminmm, lead, mercury,

:_ulnhl.t and other metals as reported by the Department of Munitions and

- e e

': :_t.' 2 6. Etrﬂlm Products purchased by the U.S, on acsount of the U.K. for :
L B0 [ 4 Alr Training : ,‘
To date mo U.S. dollars have been recsived by Canada under thess

ements. The receipts forecast for 1943 are the merest gussses; nothing

. mioh is known as yet s to when payments may begli.

s_of components and materials obtained by the United
~Tease for exscution of British ordars .

Since, in the absence of the Hyds Park agressent, Canada would presm-
this item, the estimated apounts

:' 'of sush receipts have been included {n this table. They are thersfore included
in Tabls I

: " - s in the "gross receipts from Hyds Park transactions® whioh Appears
1:} Item 10. Since goods moving into Canada undsr this arrepgement are nod in~
into Cepada for which we must pay (Tebdle II,
As this item

nesd U.S. dcllars to cover the imports in

’m' appears on both the eradit and debl

i payments with the United States, ot on the et dsbite ox oredits

it has no effe

shown in Table I.
{pward movement of goods into Censda sre still very

Records of this
s bere sntersd are very rough estimates

unsatisfactory end therefore the amount

indeed.



i_' Be | §

Footnotes to the Tables (cont'd)

Footnotes to Table IV cont'd.
Fﬂ

1. Items, 9, 10 and 11 are added to the table as matters of information; they do

| pot enter into the balance of payments caloulation,

1 Item 9 is as reported by the Department of Munitions and Supply. Item
11 is 12% of Item 10. This is a rough estimate of the probabls purchases in the
Muited States which must be made by Canada in order te produce the total exported
(Item 10) under the Hyde Park srrangements. This proporticon is indicated as

roughly accurate by the investigations of the Department of Munitions and Supply.

United States Dollars Obteined Cutside the United States.

Footnotes to Table V.

Items 1 and 4,

Customs figures adjusted to eliminate {tems producing no U.S.dcllars

or for which no payment in U,S. dollara is required, Wheat exports to nsutral

countries in Europe from U.S. ports are included in Item 1. E"

Item 2,

F.E.C.B. deta on dividends transferred to Cannda by Canadian companies

operating in Latin America. The {rregularities in the second and fourth quarters

of 1942 are dus mainly to the payment of dividends by International Fetroleum Co.

Item 6.

rol Board.

Net amount of exchange sold to the Foreign Exchange Cont



vy dear Mr. Secretary:

his is in reply to your letter, refersuce mumber NE 868.51/1662,
of “ocember 14, 1743, concerming the financial position of the Uresk
Lovomments

Locording to the report sulmitted te the Treasury Depariment by
‘e Lreek Minister of Finanes, Er. K. Varvaressos, At appears thal
i reek Uovernment and the Dank of (resce tegethor have sufficient
resources for some time to come. With preseni asscts equivalent to
(185 million, anoual revemuse of (7 million end snnual expenditures
of §19 sillicn, there seens to e some guesticn as to the need of the
Creak Lovernment for ald from us &t this time.

almumkm“mtum“hmum“w
mnﬂ;ﬂunfth“?tﬂ,-mhlﬁ-ht-ﬂt
currencies will be required for this. It is our understanding that

the imed iorces are located largely, if ot entirely, in the Sterling
ires. fboutl four-{ifths of the aszsets of the Dank of Gresce consist
of sterling holdings, primarily proceeds of starling credits granted
vefore the fall ef Greece by Eritain to the Gresk Ucverrment [or war
expendi tures within Greece. Under ihe clroumstances, it seema Lo us
thet the (reek L\nﬂ_tﬂﬂth“ﬂnﬂlﬂrnﬂmr the
possibility of obtainimg =hat 1t [ LET

ven if the lresk Uovernment does

glad to reconsider the
Mﬂrﬁttun“plﬂllhtthﬁrm-

Eincerely yours,

gigned) H. Morgenthst:

Secretary of e Treasulys o,
File to White
direct

Ir

The Homoratle,

HOW 1 MLN:dal
12-28-42




DEPARTMENT OF STATE
WASHINGTON

lli% Eglglﬁégg to December 14. 1942

My dear Mr. Secratary:

iing George of Greece and the Greek Premler, durlng
their visit to tnils country last June, stated that the
financial situstlon of the Greek Government was rapidly
deterioreting and anpesled to this Government for finan-
elal assistance. It is my underatandling that the Pres-
{dent nas deciced that some arrangement must be made by
whlch tne Greak Government can be kept going, and this
Denariment Hes been exoloring possible means of asslst-

enee. In thia connection., we reguested some time ago
detalled flgurees regarding the resources, income and

ayoandltures af the Creelt Government, which we have now
recelved through the Greek Zmbassy in the form of a
reoort prepared by the Greek Minister of Finance,

Mr. ¥. Varvarescos,

I unuerstans Trom the Greek Ambassador that
Mp. Vapvaressne telked with you about this matter on

the saeasisan of your recent vislt to London and gave
you a cony o! hils renort.

ul Af you will let us have the
f the Treasury Department oD

T R S e
=

I shall be gratefl
comment and suggestions ©
this nuszstion.

— A

ilncerely yours,

'

enpry Morzentheu, Jr., .

3acretary of the Treasury.



Dear Edl

Thank you for your letter of Decem-
ber 23 whieh enclosad wmy narsonal comy
of the renort”on the status of the Soviet
Aid Frogram. 1 an vary glad to have this
{nter=sting material.

SinesTely,

[81gned]) Henry

Kr. B. R, Stettinius, J¥.,

Office of Land-Lsass Administretion,
B15 22ad Street, W.¥.,

Yashington, D. C.

GAX 1mf

* Beturned to Stettinius at his request, B/24/43

Fite in Diary




OFFICE OF LEND.LEASE ADMINISTRATION
FIVE-FIFTEEN 124 STREET NW.
WASHINGTON, D. C.

£ R Stettinks, Jr.
A brator December 23, 1942

The Honmorable Henry Morgenthau
gscratary of the Treasury
Washington, D. C.

Dear Mr. Secretary,

i
Attached hereto is your perscnal and
e private copy of the report on the status of

the Soviet Aid Program, as of November 30,

1942.
Sincerely yours,

E. R. Stettinius, Jr.

Attachment
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Heport on status of Soviet Ald Frogram
as of 11/30/42: Returned to Stettinius
his request, 8/24/43

i
g
l




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

oate Dec. 28, 19Lp,

10 gecretary Morgenthau
srom Lieutenant Eamarck,
ataff and Faculty, Fleld Artillery S8chool.

gubject! Further Observations on the Army of the United States.

1. The Officer Candidmte School and Eattery Officers
Course at the Fleld Artillery School represent a successful
example of the practice of race equality in the army of the
United States. In both the Officer Candidate School (which
esraduates over 500 Becond Lieutenants a week) and the Battery
Cfficers Course, negro studente are treated exactly the same
ag white studente. No segregation 1s practiced even though
the scheol 1s located in a "Jim Crow" state. Negro and white
students live together in the same huts, eat together at the
same tables, and march together to classes. Qulte often =
gection compoeed mostly of whites will be commanded for the
day by a negro clasemate whose turn 1t ls to be sectlon-

marcher.

Although there hag been some resentment at this policy i
by white southerners and even occaslonally by white northern-
ers, on the whole this democratic poliecy of ethnic equality
appears to be working well.

2. German propaganda hes overworked and discredited the
idea of "gecret weapons." Nevertheless, the U. B. Army really
has developed a number of surprises for the Axie. While most
of the details are still very "hush-hush," our anti-tank armor-
plercing grenade and our rocket-gun should prove most effectlve
in combat. The armor-plercing grenade and the rocket-gun may
be expected to spell the end of the tank ruruaiuae& ags a wholly
independent arm on the battle fleld. (Our rocket-cun and the
Russian rocket-bomb probably represent in embryo the warfare

of the future.)

3. The main deficliency our army su
it can be Judged, ls the almost total &
propaganda in its ranks. The various hardships, FARK
and seeming simlessness of so much of army life often f?: A
to a passive indifference which le not removed byiun o :nr'.
representation of the purposes of the war. What is even
the soldier is led to rely for informatlon and gpuldance on

newspapers 1ike the most widely read paper at Fort 8111, "The




- 2 =

paily Oklahoman." "The Dally Oklahoman" told the story o
-agoline rationing by playing up "expert" eatimates ufrengrmnu;
American rubber reserves and by asserting editorlially that

it was all a scheme of the Washington bureaucrats to create

more government jobs!

The War Department 18 beglnning to rectify this
by the production of such fllme as "The Prnluia to l:;tglﬁﬁggh
hag been received very well. But there ls stlll much in be

done here.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE
» Secretary Morgenthau December 28, 1942

mom Frances McCathran

HIGH-LIGHTS OF THE WAR NEWS
(11:00 A. M.)

Russia
With temperatures way below freezing, the Russians reported

gains (at a somewhat slower pace) on b separate fronts:

1. the Middle Don, where they trapped into a small triangle
thousands of Germans east of the Rostov-Vorenezh-Moscow
railroad: (Millerovo was still held by the Germans but their
poeition was considered virtually untenable); 2, Southwest
of Stalingrad, where they trapped 22 divisions (originally
300,000 men) in the Don-Volga pocket and moved to within

20 miles of the Stalingrad-Caucasus railroad center of
Kotelnikov; 3. Northwest of Stalingrad; 4, Stalingrad

City: 5. the Caucasus (here southwest of Nalchik the Ger-
mans have tried for months to break through into the great
oil fields): b. the Central Front, around Rzhev and Velikie

Luki .,

North Africa

1. Giraud - The appointment of General Giraud as French
Commissioner in North Africa apfaars to have pleased
all parties concerned: the British, the Americans,
and the Fighting French. In fact, the 2 big French
leaders, De Gaulle and Giraud, have pledged mutual
cooperation and, with their representatives already
negotiating, an early meeting is scheduled between the
two, :
With Allies still holding the important height (6 miles
northeast of Medjez-El-Bab, 28 from Tunis) captured
Christmas Day in one of the neaviest artillery barrages
of the campaign, and with ground armies still hu%gad
down in the mud, British and U.S. airmen bombed 1:F{t:
and Sfex, einking at least 3 ghipe, setting dackg re,
and raking enemy coluans along & 180-mile Etr?tck‘we e
French troops, guarding the gouthern Allied f %E - T
reported to have made an important advance sou 0

Pont-Du-Fahs (some 30 miles south of Tunis).




Libya-Tripolitania - With the bulk of the Afrika Corps
reportedly moving into Tripoli, the British, 180 miles
away, advanced 40 miles west of Sirte and engaged
troops in the Wadi Bel El Chebir area. No important
air activity was reported over Libya.

Eisenhower said the U.S. is already equipping the French
North African Army and will continue to egquip them as
rapidly as possible.

Lieut. Col. Elliott Roosevelt received from General
Doolittle the Distinguished Service Cross for his

work as commander of an aerial photographic unit.

The Pacific Area

1. New Guinea - American planes downed 31 enemy aircrafti
and sank 39,000 tone of shipping over the week-éend.
Lockheed P-3B's, so effective in North Africa, were
used here for the first time. Allies drove a deep
wedge into Jap positions in the Buna area, in some of
the heaviest and bloodiest fighting of the campaign.
New Britain Island - Twenty-four hours after Navy
bombers from the Solomons raided the harbor, American

airmen again raided Rabaul, damaging shipping.

Premier Togo told the Japanese Diet yesterday that the
first phase of the war of surprise attacks and light-
ning successes hes given way to the gecond phase of
decisive battles, and stressed the hardships Jap

gsoldiers are undergoing. . i
Japs raided Galnut%a for the fifth time, doing slight

damage.




NOT 10 BE RE-TRANSMITTED

COPY HO.

“RITISH MOST SECRET

U.5. SCCRET

Information received up to 7 A..., P80 December, 1942,

A 6,250 ton Spanish tanker has been torpedoed by U-bout off VIGO &®
reported sinking.
KILITARY
LIBYA, 25th. Our patrols occupied WADI TAMET and reached & point
0 miles esst of BUAGE.
TONISIA. More rain has hompered operstions. On 23rd/24th = land
clide ZB miles east of BOUGIE has meade the rond impassable for several days.
BUREA. During the past week our forees have advanced 7 to 10
miles in Lhe ARAKAN ecphstel mrea =ithout D{JJ'EUELLJ.DH- The Japanesie are I'-:'_‘.;I':II"-'..-EI.'!
Lo ke eoncentrating for the defence of AKYAB vhere beach defences are being con-

gtructed,

AR DPERAT LOHS

FRuNCH NORTH AFRICA. 25th/26th. ALGIERS. 22 JU 88's mined Lhe

oay and bombed the town.

26th. U.S. Fortresses dropped 38 tons of bombs esch on BIZERT/
and SFAX Harbours. Some vessels were damaged or sunk. Tvo bombers and two U.S.
fighters are missing. 2 F.V. 190's were destroyed. Our fighters attacked gun
positions near MEDJEZ LL BAR and nlso disablad two locomotives and & sea going
barge. 16 F.¥, 190's destroyed three sireraft on the ground at BONE.

26th/>7th. Wellingtons dropped 23 tons of bombs on TUNIS docks.




December 29, 1942
9:10 a.m.

Admiral
Leahy: Admiral Leahy speaking.

HMJr: Thie 1s Morgenthau.

L: Good morning, Mr. Becretary.
HdJ 3 How are you?

L: Very well, thanx you.

Admirel, I have your letter of the 2%rd
which you ask ue to appoint somebody on
this Commlttee on Btrateglc Services.

YTeah.

And I don't know enough about it to know what
kind of a man you want. I mean what's this
commlttee golng to do 1f you....

Well, I tell you, Sny, I don't know elither.
(Laughs)

You see, that - that's - that's a Joint Staf?
meeting. I signed the letter for the Jolnt
Staff.

Yeah,

I can't answer off-hand, Mr. Morgenthau, but
I'11 send you a memorandum covering 1t tecday
as soon as 1 get a chance to look at the

letter.
Would you?

Will that be all right?

[ theay
Surely. I - I just don't know whether
want i - @ lawyer or a candlecstick meker or

a butcher.

A1l right, sir, I - I'm not sure
E&iﬁﬁ?f]but I'llsgr} to tell you in a memc-
randum within the next hour or 8o.




I thank you,

Goodbye, fine. Goodbye, sir.




HMJr:

Admiral
Leahy:

HMJIr:
L

December 29, 1942
10:41 a.m,

Hello.

Mr. Secretary, thie ls Admiral Leshy speaking.

Yes, Admiral.

Referring to that telephone conversation of a
few moments ago, I've looked up that letter,...

Yes.

..+-8nd that ls Just appolnting a group of
representatives from the clivil agencles of

the Government to help - toc help cut and keep
us all working together on that Strategle
Servlice. Now speciflcally, what would be Dest
from the Treasury Department would be one of
your offlecials who 1s famllier wlth forelgn
currency and exchange....

Ch.

..s.28peclally with the politicsl and psycho-
logical effect of monetary changes.

I see. Well, then it - it'e on that front?
Yes, sir, that'e the ldea,

I didn't know whether this Strateglc Services
whether that was the thing that Donovan heads

up,

Well, Donovan's got eome representatives on
it too, you eee?

Yesn.

But 1t's a group of pecple that are trylng to
get together....

Yeah.

__.go that we won't work at cross-purpoges
or anything.




I gee.

And I think that your department Lie one of

the most important of all of them in that
particular line.

well|I now I - I get what you want, but I - I
didn't know wha%t you wanted,

Yes, elr.
Okay.
Thank you,
Thank you.
Goodbye.




December 29, 1942

iy dear Admiral:

In ;;ﬁl; to your letter of
December 28rd, I designate lMr. karry D.
Fhite as T?llluril:: resentative to

serve with the p fﬁg oup which

has been set up im the Office of Stra-

teglc Services by the Joint Chiefs of
Staff.

Yours sincerely,

(Bigned) H. Morgenthau, Jr.

Admiral William D. Leshy, U.S.N.,

Chief of Staff to the _
Comuander in Chlef of the Army end Navy,
Washington, D. C.

#

. Merked "Strictly Confidential
gent by Bundy 4:42 12/26/42
Orig. filse direct to White

(1n envelope marked
ngtrictly Ennfidantial'}

Fhoto file in Diary




THE JOINT CHIEFS OF STAFF
WASHINGTON

December 23, 194E.

8BCR AT

The Honorable

Henry lorcentheg, or.,
Secretary of the Treasury,
washingston, D. G.

Dear ..r. cecretory:

e Joint Chlefs of Stalff have recently
approved o éirective outlining the functions of
the GIf'fice of Stratersle Servicea. This includes
a plannin: ~roup whicn is set up to integrate 3
psyeliololeal warfare plans with the milltary
prosrean. e planning group 18 to nave an advl-
sory cormittece made up of representatives from
the elvilian war urencics concerned, end you are
cordielly invited to designate & representative
of the Treasury Department to serve as a member

of tuls comrdlttes. 'E
.y .r
Sincerely yours,

For the Joint Chiefs of Staff:

IHIL B D- LE:P-I'?E.
Admirel, U. 5. Navy, )
chief of Staff to the

Contiancer 1n Chief o©

f the Army and Havy.




December 28, 1942
10:20 a.m.

TAXES (Budget Message)

Present: Mr. Bell
Mr. Gaston
Mr. Paul
Mr. Haas
M¥r. Blough
Mr. White

HM.JR: I went over to see the President of the
United States this morning. He was in a very good humor,
relaxed, I asked him about this memorandum. I don't
know whether everybody here has read it or not. If you
haven't, I will lend it to you when you leave the room.
The pist of it, anyway, was - as I said in my letter,
the Congress is setting up the nine pins for the President
to knock down, instead of the President setting them up
this time. He read it and said, "I like it; that is what
I want to do."

So I said, "Well, Mr. President, the Budget does
not like it. They have not seen it, but tneg_wan*t like
it; they want something very concrete, something very
definite. There is a fellow by the name of Colm over
there, who wants you to cross every 't’ and dot ever
'i®and the President never heard of him., He said, 0
is he?" I said, "Personally I don't see why the Bureau
of the Budget should have a tax expert anyway,  and-he

said, "Neither do I."

Then I said, "You know, Mr. President, about a year
azo 1 came and talked to you about the Budget wanting to
write the tax bill, and get control of that. s
the way they feel. You very kindly tn}d_tham to la{ off,
which they did, but.they feel very dgfln}tely that this
is what they want., Under the Constitution you have Pg
do it." The President just grinned all over. I sald,




SRt

"You know, lir. President, you have always said, 'Customs
and Constitution'"? He said, "Sure, what has the Con-
gtitution pot to do with it?

I said, "The Budget feels very strongly about this
thing." He said, "Well, I like it." I said, "Do I have
to show them what George and Doughton said?" He said,
"llo, I would not show It to them." I said, "Who else
should I show this memorandum to that I have written
vou?" He said, "Nobody, guat the Budget." I said,
"obody else?" and he said, "Nobody else.” I said, "0.K."

The President said, "Get busy, because it has to be
finished by Saturday night." I said, "We have made a
tentative appointment for this afterncon with the Budget.”

So he read it very carefully, and then he read the
whole thing over again. Then he said, "What I am poing
to do is, I am poing to tell them I want sccial security
all the way." 1T said, "Fine." But I said - I kept repeai-
ing that that was not going to_satisfy the Budget. le
said, "Let the Budzet do what I want,” mﬂﬂnin% himself,
"Show this thing to them; but you don't have to show them
this attached memo." And there you are,

Now, Bell, Paul, and Blough can go to work, and sweat.

MR. PAUL: Of course what we can go to work on e
still =~

H.M.JR: Didn't you make a tentative appointment -
somebody did. Oh, remember, I said tals morling that
there was something - that is what it was. You said
that es soon as you heard you would call uE Harold
Smith. Is Smith trying to see you, or Paul?

MR. BELL: The only time I talked to Harold Smith

was at the last nes' meeting. He said, "I hope we
can pet tuyetherﬂgz soon on %ha Budget Hessage. E£ e

-

hope the Secretary will designate somebody to conf

us, to come over and go over the whole kiessage.

(The Secretary held a telephone conversation with
Mr. Donald ﬁelsanff




T

MR. GASTON: Did the President keep a copy of your
memorandum?

H.M.JR: He has the original.

MR, GASTON: That is fine. He has something to
match apainst what the Budget offers him.

MR, PAUL: If he can find it. (Laughter)

H.M.JR: Grace Tully knows where it is. What are
you going to do, Bell? ve you seen this, Harry?

MR, WHITE: I den't think so.

MR. PAUL: You were at the meeting in Dan Bell's
office.

MR, GASTON: I didn't see it in the final form.
H.M.JR: You have seen it, George?

MR, HAAS: I have seen the draft just before that,
I think,

HM.JR: Look at this. I would like--

MR. BLOUGH: I don't think they have seen the
George-Doughton copies, but I do think they have seen
the others.

H.M.JR: May I please have it back D three o'clock?
If any of you hﬁia not seen it - and don't let anybody
else in the office read it.

MR. WHITE: Byrnes' name was not mentioned in the
whole thing?

H.M.JR: Don't let anybody in your pespective offices
see this thing, please.

{ and T felt like saying, "Should I
show ?gitg E?Em;hﬁg;ﬁes?" I said, "Now why follow those




ol

tactics?" So I said, "Who should see this, Mr. President?"
He said, "The Budget." T said, "Anybody else?" I said,
"llobody else, so why bring up Jimmy Byrnes. Do you

think I was smart?

MR. WHITE: Of course if you had said "Jimmy Byrnes."
he might have said, "Sure.” en the fat would have been
in the fire. (Laughter)

H.M.JR: That is the way I felt. I know my President
pretty well - and as Director of the Budpet, Dan knew him.
If Jimmy Byrnes was uppermost in his mind in connection
with this, he would have said, "Show it to Jimmy Byrnes,"”
because when he wants somebody to see it - because when
I brought up this thing, this home-front business, which
he likes and is working on, he said, "Now, I have got to
talk to Prentiss Brown about this. He is working on it."
So Prentiss Brown was in his mind, but on the Budpget
and taxes, no.
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December 29, 1942
XOI08 pens”

Donald
Neleont ....phoned, eo I Juet.... t
HMJ s Can you hear me?
T Yes, Blr. .
HMI Don, the press guestioned me about thle sort »
sf buying in advance, thies Nugent buelness?
N: Yes.
l“
HMJr: And I hit it pretty hard yesterday. 1 don't .
know where you etand, but....
N1 I - I'm with you on that 100%. I don't belleve
tn 1t. I don't belleve....
HMJr: Yes.
M: . .1t'e gensible. I don't belleve it'e good
business even.
HMJ r Well, would you mind saylng eo publicly?
N: I'd be glad to.
HMJr: It would be helpful to us over here.
N: The next press conference I have I'11 do 1t.
HMJr Thank you.
t
. Because I - I Just belleve the thing le no
fundamentally sound in eny eense of the word,
and I don't belleve 1t's good buslness even.
HMJ > Well, that's the way we resl over here,
: Well, I'm sure you're right.
HMJr: Well, if you'd hit i1t the next prese conference
I'a appreciate 1t.
Nt I'11 be glad to do 1t.
HMJ r: Right.

N3 “ Okay, sir. Goodbye.




December 29, 1942
2:25 p.m.

Bell?

Yeah.

I dldn't recognize your volce. Waen I talked
to the Presldent, that suggestlon at the end
that Walter CGeorge put on where he geld he -
the Presldent should say he'd had - loocked to
me - or they should look %o me for more
narticulars on the Treasury program - tax pro-
gram?

Yes,

That - he didn't llke that.
Well, I didn't elther.
30,040

But. ...

He sald, "I don't llke Gecrge'e suggestion,’
ao when you show 1t to the Budget cut tostl
part off.

Well, 1t's already gone, but we oan take 1t
of f very easlly.

QOkay.

t t his morning.
Becauge - and we telked sbout it t

I tsld Psul that I déidn't 1liks Lt, but ug
could let it go over and then it'd probably
come cut Ln the conferences.

All right.

But maybe we better call them up and tell them

to secratch that out.

Well, can't you have 1t come back?
They've had 1t....

Well, they've already go% 1t.




Well, leave 1t go.

..ss8lnce about eleven-thirty.

Well, I wouldn'ts,...
Eut---.
I wouldn't draw any attention to 1it.

Maybe we'd better Just in the firast eonference
say that - that can come out.

That's right.
All right, fine.
Thank you.

A1l right.




December 29, 1942
2:56 p.m, '

HMJr: Hello.

Operator! Harold Thomae.
HMJr: Hello.

Harnld
Thomae: Yes.

HMJr: Is - can you hear me, Mr. Thomas?

T Yes, thank you, Mr. Secretary.

HMJr: How ares you?

T: Pratty good, thank you.

HMJ 1 : Mr. Thomas, I wondered whether you could do
this for me. I know on the Advertlsling
Council there are a number of people that have
to do with radio showd....
Yes.
. ...and I wigh that you could find out from
them, if we wanted to sort of get new people
in charge of our radloc program, you know?
Get what?
I¢ T wanted to get new people in charge of
our Treasury program, that ig, the productlon
end, you see, what could they do to help me?

Well, now that depends. You mean somebody 0
some down there and work at 1t?

No, up in New York.

Do 1t up here?

Yeah, just the production, 1ike the Treasury
Hour.

Why, I think we could be of some help to you.




I wieh....

May I aek, what'e the matter with Bill Murray?

What'e the matter with Bill Murray?
Yeah.

The trouble with Bill Murray is that the laet
two Saturdays the shows have been sc God-awful
that I just can't stand 'em. I've stopped them.

Yeal.
I've discontinued 1t entirely.

Wwell, I tell you what I think we coculd do there,
I think maybe we could heve a talk with Eill
about the siltuation, and see 1f we ocouldn't
ateer 1t a 1little bit for you, and 1f that
wasn't satlsfactory then we might zet scmebody
that could - could really go to work cn 1%,

Well, why muet he have a monopoly on the Treasury
Hour?

I don't know that he should have a monopoly on
that or anything else, but....

Teah.
....he's & pretty good man.

Well, I don't think he ever did a Treasury - &
show - a radlo show before he did ours.

No, but he knows a lot about the radlo business.
But I see your point. We're....

Well....

....meeting tomorrow, and I'11 bring this
matter up for dlscussion then and see if 1
can have something for you on it.

Yeah, I - I - 1 mean that the shows have
eteadlly deteriorated.




Yeah.

And I - I - I'm not saying that I won't econtinue
with him.

Yes.

He's coming down, and I'm going to tell him tomor-
row Juet from the shoulder how I think,

Yeah.

But I want to know 18 there anybody else in the
field?

Oh, my, yee. There are lots of people in the
fleld.

1l mean....
Good people.
. ++eWho could do thie eort of thing.

Well, one thought that occurred to me 1 that we
might get an agenoy to take this thing on for you.

Well, something like that.

Yeah. That would be the best way to do it. There
you've got a group that'e accustomed to working
together....

Yeah,

....and we could find some good operation that way,
and I think 1t would help you.

Saturday
Well., I mean - I lisgtened the last two
nlgh%: and they ruined both of my Saturdaye.

(Laughs) That'se...-
And I can't lieten to &ny moTre.

(Laughs) Well, that's too bad.




=i

8c until I can get it reorganized, I Jjust
stopped 1lt.

Oh, you're not golng to have one this coming
Saturday nlgnt?

No, I etopped 1t,
A1l right, I'll move right in on 1t tomorrow,
I -1Ican't etand anather Saturday night.

Well, now if I cen get some thoughts on 1%, do
you want me to phone you tomorrow afternoont?

If you would.
Yea, be glad to.
If you would.

As a matter of fact, that'se one of the thinge
that I was thinking about in the whole reor-
ganizatlon of that department.

Yeah.

And I think that we ought to put that in to
the whole program, do you see what I mean?

Yeah, yeah. Well, I'm thinking of a radio
ahow that will represent the whole Treasury,
not Just War Bonds.

t
Yeah. vyeah. All right, I'll teke it up a
Gﬂun51{ meetling tamﬂrrﬁw, and I'11 see 1f 1
have something for you 1in the afterncon.

't econtinue
as I say, I'm not saylng that we won
wlth Hu;;ﬂj but I want to know {f there ien't

gomebody else in the business.

f people.
Yeah. ©Oh, yes, there are lote O
T;aaa agunuTi; are the people that really do
that kind of etuff.




_5_.

Because ln a commerclal businese, if a program

got steadily worse you wouldn't continue using
the man.

No, we wouldn't. We'd zet a new agenacy.

That'e right.
Juet what we would do exactly.
That's right.

But I think we want to try to retain Bill Murray's
help and counsel on thls thing, becsuse he's a
very good man and he can get talent. But I think
we can work 1t out for you in a way that will be
gsatisfactory.

I mean I've had no row with him, I haven't
talked to him even.

Yes.

I haven't even telked to him, but I - I - I'm
juet disgueted with the product.

Yeah, yeah. All right, I'll get back to you
tomorrow afternoon. I may not have the complete
snewer but at least I'll have some {nfarmation
for you.

Thank you.

And then when I come down there Tueseday, 111
cheok in with you Tuesday morning....

That's right.

....and we can glt down and plan how we can go
at this whole buslnees.

That's right.
All right, fine.
Thank you.




HMJ s

Gperntar:

HWJIr:

grLifton
Mack:

HMJ T

Dacémber 29, 1942
3+ 3 p.m.

Hello.
Mr. Mack.

Wait a minute. OCl1ff?

Yes.

I Just heard frca & man who Jjust came back
from Africa that they're sc desperately in
need of clothing thers, and I'd 1ike to have
a report the first thing tomorrow morning from
you Juet how far we've gone glong on thle
nurchasing program.

Very good.

You seea?

Very good.

And could you find out - I mean I'd like t0
know one, let's say as of - 8ay Snturday
night. Where ald we etand as of Saturday
night; what have we pought; and can you find
out If any of 1t has moved?

Yeg, sir, I'll be glad to do that.

It any of it's on ghipboard.

That's of last Saturday night?

Well, this past gaturday. Whet....

Past Saturday night.

Today's Monday, jen't 1t?

Yes - Tuesday.
Tueseday.

Tuesday.




Wouldn't - wouldn't as of SBaturday night
the more reasonable request? g s

I think that's - I think that's fine, and -

and walha?a stuff that cannot be shlpped because
we don't have the shipping, but I'11 get you

the report on 1it.

Well, get me a report, and I'd 1like 1f possible
to have 1t over here by nine o'clock tomorrow
morning.

Very good.

And eee that - send it to Lisutenant Commander
Stephens so 1 get 1t.

Very godd, I'll do that.

And then, as I =ay, glve me Just as much -
you say now - if there's no shipping, I'da 1like
%o know that; what'e going; what's walting
ghinment - the way we used to do on that
Rueelan businese.

Very good. Very good, I'11 do that.

tnd then I aleo in & separate report, which 1
don't have to have tomorrow morning if it'e
going to ruen you tog mach, 1'd 1ike to know
which concerne have been glven the ordera and
where they're located.

Very good.

I mean, for instance, the ABC Company recelved
an order for eo many dozens of thls, that, and
that amounting to so many million dollars, lo.. -
and their location.

Very good.
You seel?

All right, I'll do thatl.

Where they're - where these orders are going -
what oltlies.




Yeaa.

That I don't have to have by tomorrow morning.

That's a8 separate report.

Yeah.

All right, sir, we'll have it.

And from now on, as of every Saturdsy night at
close of business 1'd like to know what you
bought, what's on the way, and what's waltlng
shipment for Africa,

All right, elr, and that's to be at your office
the following Monday?

Well, Af - I don't - Af I have 1t as of - to
be reasonable, eay the following Tuesday
morning.

All right, eir, we'll have 1it.

Thank you.

YTes, Blr.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE

D
gecretary Morgenthau ecember 29, 1942

Ferdinand Kuhn, Jr.

You asked me yesterday to get you a list of the
most popular one-hour and ialf-huur programs. Here
iz the material I have hed from Mr. Callahan on the
subject:

The most popular one-hour programs,with the Hooper
ratings from December lst to 7th, are:

Lux Radio Theater 268.7
Kraft Music Hall 23.7
Kay Kyser 22.4
Kate Smith Hour 17.3
Camel Caravan 10.1
Good Will Hour 7.2

The most popular half-hour programs,with the Hooper
ratings from December lst to 7th,are:

Bob Hope 37.3
Charlie McCarthy 36.4
Fibber McGee & Molly 34.8
Aldrich Family 31.3
Jack Benny 28.3
Frank Morgan-Fanny Brice 25.9
Screen Guild Players 24 .3
Eddie Cantor 23.4
Mr. District Attorney 23.0
Rudy Vallee 20.4

Gl ; . f
In addition, Mr. Callahan has sent me a list o
the most po ulnr’"nar effort” p?ﬂgrgma._nhlch 1 fglﬂk
will be of fniaruat to you. This list is attached.

7 k.
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INTER OFFICE COMMUNICATION

DATE

De
secretary Morgenthau cember 29, 1942

Ferdinand Kuhn, Jr.

You asked me yesterday to get you a list of the
most popular one-hour and half-ious rams. Here
is the material I have had from Mr. Callehan on the
gubject:

The most popular one-hour Erngrams.with the Hooper
ratings from December lst to 7th,are:

Lux Radio Theater 26,7
Kraft Music Hall 23.7
Kay Kyser 22.4
Kate Smith Hour 17.8
Camel Caravan 10.1
Good Will Hour 7.2

The most popular half-hour programs,with the Hooper
ratings from December lst to Tth,are:

Bob Hope 37.3
Charlie McCarthy 36.4
Fibber McGee & Molly 34.8
Aldrich Family 31.3
Jack Benny 28.3
Frank Hnrgnn-Fanny Brice 25.9
Screen Guild Players 24.3
Eddie Cantor 23.4
Mr. District Attorney 23.0

Rudy Vallee 20.4
me a list of

Tn addition, Mr. Callahen has sent
the most po “llr"llr uffﬂrt“TErugrama, which I tgink
will be ng fnturuat to you. is list is attached.

& k.




Program Sponsor

We, the People, at War Gulf 0il
Thanks to the Yanks R.J. Reynolds
Stage Door Canteen Corn Products
Commandos CBS, Sustaining
First Line of Defense Wrigley Co.
Keep Working, Keep Smiling,
America Squibb
Over Here Blue Network,
sustaining
People's Flatform CBS, Sustaining
American Legion Pearl
Harbor Show Mutual, sustaining
Meet Your Navy Hall Bros.
Town Meeting Blue Network,
sustaining
Army & Navy Game Blue Network,

Lo Lo b ol on &n o o O ba
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sustainin%
Calling Pan America CBS, sustaining
An American in England CBS, sustaining

What's Your War Job Blue Network,
sustaining

I
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o

# Treasury program
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C. E. HOOPER, INC. 3

New York @ Los Angeles

"NATIONAL" PROGRAM RATINGS REPORT  mmgut onsesk sussper, secsom 1, 100

One Weak Program Ratings

{ WAR EFFORT EVENIRG ‘7
I NO. OF \J | SETS=-

i —— e i'-_'_-—

! SPONSOR PROGRAM ciTies® NETWORK DAYS TIMEE IB-USE* PROGRAN RMATING® -3 OF LISTERERS=
Sustaining AMER ICAN LEGION PEARL :
HARBOR SHOW (21) MBS Sunday 800 46.6 3.9, 9 8.3
Sustaining AN AMERICAN IN ENGLAND (28) CBS  Tuesday 10100 5.2 2.1 14 4,7
sustaining ARMY & NAVY GAME {16) BNC Thursday 7100 5.4 2.9 1 11.6
sustaining CALLING PAN AMERICA (14) CBS Saturdsy 6115 17.2 2.3 13 1.6
' Sustaining ODMMANTOS (22) CBS  Sundsy 7100 41.2 6.0 4 14,6 St
Wrigley Cos PIRST LINE OF DEFENSE (32) CBS  Thursday 10100 3.6 5:6 , F 16.1 -8
E. R« Squibb . KEEP WORKING, XEEP SINGING,
AMERICA (32) CBS w7 6130 20.4 5.0 L 24.3

Hall Bros. MEET YOUR HAVY (29) BNC  Pridsy 10100 5.2 3.8 !¢ %
Sustaining OVER HERE (28) BNC  Saturdsy B:30 34.0 (4,701 13.9
Sustaining PEOPLES PLATFORM (20) CBS Saturday 7:100 21,5 4,3. 20.0
Corn Prods. STAGE DOOR CANTEEN (25) CBS Trursdsy 9130 38.3 8.8 } 23.0
Reds Reynolds THANKS TO THE TANKS (32) cBS Saturdsy 7130 30.0 9.8 % - 2.5
Sustatning TOWN MEETING (25) BNC  Thupsdsy 8130 44.2 2,3 1 744 y
Gulf 01l WE, THE PEOPLE, AT WAR (21) CES Sundsy 7130 3.7 2.4 1 3.2
Sustaining WHAT'S YOUR WAR JOB (17) BNC Wadnesday 7300 .3 18 I 7.6
& Current New York Time Mote:
* Baged on "Sets-in-Uss™. Newspapsr records andfor respondents' mention of
* Based on total homes oallsd in Hooper checking points receiving program nome or talent are accapted, in the

spacific broadoast. abssncs of station sccaptance lists, as svidence

Nusber of Hooper checking points recsiving spacific broadoast. that War Effort Sustaining programs were oarried

by local network outlets in Hooper chacking cities.




177
C. E. HOOPER, INC. a

New York @ Los Angsles

"NATIONAL" PROGRAM RATINGS REPORT  mgeaon et rosuc, mermmm 1, 15

One Week Program Retings

;
WAR EFFORT EVENIRE -7
"o. oF N d SETS-
SPONSOR PROGRAM eimiest METWORE  DAYS  Time® IN-USE* PROGRAN RATING* -5 OF LISTENERS™=e
i Sustaining AMERICAN LEGION PEARL ; 4
HARBOR SHOW (21) MBS Sunday By00 46.6 3.9, 9 8.3 l
Sustaining AN AMERICAN IN ENGLAND (28) CHBS Tussday 10100 5.2 2.1 14 4.7
Sustaining ARMY & NAVY GAME {16) BHGC Trursdsy 7100 25.4 2.9 1 1.6 !
Sustaining CALLING PAN AMERICA (14) CBS Saturday 6115 172 2.3 13 13.6
' Sustaining COMMANIOS (22) GBS  Sundsy 7100  41.2 6.0 14,6 F\ 1
Wrigley Co. PIRST LINE OF DEFEMSE (22) CBS Thursdsy 10100 3.6 S.6 I 16.1 N
E, R. Squibb KEEP WORKING, KEEP SINGING,
AMERICA (32) CBS n-F 6130 20.4 S5.0 L 24.3 :
Hall Bros. MEET YOUR NAVY (29 BNC  Priday 10300 B2 3.8 f¢ 107 '
Sustaining OVER HERE (28 BHC  Ssturdsy 8130 34.0 (4.7 91 13,8
Sustaining PEOPLES PLATPORM (20) CBS Saturday 7100 21.5 43 ¥ 20.0
Corn Prods. STAGE DOOR CANTEEN (25) CBS Thursdsy 9130 38.3 8.8 } 23.0
Reds Reynolds THANKS 7O THE TANKS () CBS Saturday 7130 30.0 9.8 % - 2.5
: Sustaining TOWN MEETING (23) BNC  Thupsdsy 8330 44.2 3.3 11 744 \
Gulf 01l WE, THE PEOPLE, AT WAR (21) CBS Sunday 7130 0.7 124 | 3z
| Sustaining WHAT'S YOUR WAR JOB (17) BHEC Wednesday 7300 .3 1.9 f 7.6
1 -
Rotag
E Enn:n":.ﬁm:-_ Newspapsr records andfor respondents® mention of
* Based on total homes called in Hooper checking points receiving program name or talsnt are accapted, in tha
spacific broadcast. abssnos of station acceptance lists, as evidence
Mumber of Hooper checking points recsiving specific broadecast. that Wer Effort Sustaining programs wers carrisd

by local network outlets in Hooper checking clities.




TREASURY DEPARTMENT

INTER OFFICE COMMUMNICATION

DATE

December 29, 1942

Secretary Morgenthau

Ferdinand Kuhn, Jr.

Here are the answers to your questions asbout

Mr. Bacher, as %atharad by Mr. Houghteling and

Mr. Lemmon of t

l.

e Advertising Council.

The American Federation of Radio Artists feels
cordially toward Mr. Bacher in spite of the
incident that brought him a "reprimand" from

the union last month. The union says simply that
Mr. Bacher lost his temper at a rehearsal and
behaved unjustifiably toward a union member in
his cast. The whole incident has been cleared
up. The union feels that Mr. Eacher is a brilliant,
ig temperamental, director, and the union played
no part whatever in his leaving the Camel program
or the Treasury radio sctivities.

The agency that produces the Camel programs tried
to get rid of Bacher about ten weeks ago on the
ground that his programs were too dramatic and
heavy for their purpose., Bill Murray stepped in
and prevented a break at that time. Bacher then
substituted comedy for the heavy dramatics in his
rograms, and the Camel audience was doubled. The
Eadnaadny before Christmas, however, Mr. Bacher
failed to show up at a rehearsal and was promptly
dropped from the show, in accordance with a clause
in his contract. This was the Wednesday he came

down to Washington.
Z K-

{




[December 29, 1942

T01 Mr. Harold Graves
i

FRO 8 The Jecretary

in the future, the program "The Treasu
Song Parade" should be produced under the direction
of Professor Weleh with Mrs. Morpenthau acting as
Consultant to Professor Welch.




TREASURY DEPARTMENT

INTER OFFICE COMMUMICATION

eare December 29, 1942,

MRS, KLOTZ
Harold Graves

Herewith itemization of expenses for "Bond Wagon"

programs referred to in my memo. of yesterday.




SATURDAY NIGHT BONDWAGON PROGHRAMS

Program of October 3, 1942

Actors and actresses (9)
Solodst (1)

Singers - quartet (L)
Seript writer (1)

Radio Guild

Propram of October 10, 1942

Actors and actresses (11)
Soloist El}
Singers (L)
Seript writer (1)
Radio Guild

Procram of Uctober 17, 1942

Pianist (1)

Actors and actresses (B)
Soloist El}
Sinpers (L)
Hadio CGuild

Program of October 2L, 1942

Aetors and actresses (9)
Singers (L)

Radio Guild

Orchestra Leader (1)

Program of October 31, 19L2

Actors and actresses (7)
Planist (1)

Singers - guartet (L)
Seript writer (1)

Radio Cuild

§ 207.00
23,00
76,00
25,00
25,00

$ 356,00

253400
23.00
17400
25400

254,00

5 !HJL'II

o

200.00
25400
76,00

25,00
§ 3LL.0O

§ 255,00
16400
25,00
142,00

§ 398,00

§ 161.00
30,00
76400
254004
25.00

$ 317.00

181




Progsram of November 7, 1942

Actors and actresses (l) 92,00
Sinpers - quartet (L) 76,00
Seript writer (1) 25,00
Musical arranging and copying 191,30
Conductor 112 00
Radio Cuild 25,00

451,30

frogram of November 1, 1942

Actors and actresses (6) 138.00
Singers - quartet (l) T6.00
Soloist (2) E0.00
Seript writer (1) 25.00
Radio Guild (1) 25,00

314.00

# Program of November 21, 1942

Actors and actresses (9) 210400
Singers - quartet (L) 76400
Soloist (1) 25,00
Radio Cuild 25400
ConducEor 57«75
Musical arranging and copying 385,40

77915

#¢ Program of November 28, 1942

Singers - quartet (L)
Soloist (2)
Russian chorus (12)
American chorus (11)
Russian director (1) i
Russian arrangement Eég'ﬂﬂ
Arrangements Em.ﬂ{l
Mreactor 2
1,012,00

## Program of December 5, ;EQ?

Composing and conducting

.ﬁrrang;!.ng 312.00
Copying 130,00
Actors and actresses (2) 1%3:%

Singers (8)
Director 200,00
922,00

7600
50400
200,00
176,00
25,00

#Special program for "Women At War" week.
s#Inoreased amounts due to Radio Directors' Cuild and War Writers'

Board pulling out of program at last minute, necessitating sub-
stitution of musical program which was more expensive,




-1 -

## Program of December 12, 19,2

Actors and actresses (G)

Soloist (1) J’%’éﬁ
Writers (2) 50400
Singers - chorus (8) 133.50
Arranging and copying 66435
Conducting 142,00
Drector 200,00

®  631.85

## Program of December 19, 192

Actors and actresses (11) 3 263,00
S8ingera - chorus (9) 145,00
Mrector 200,00

$ 6GOB.00

## Propram of December Eﬁ,llﬁhE
Actors and actresses (9) § 207.00
Kusical arrangements 2144 30
Conductor 13,00
Mrector 200,00
8 694,30

## Increased mmounts due to Radio Directors' Ouild and War Writers!
Board pulling out of program si=S=wi=mimata, necessitating
substitution of musical program which was more expensive,

Note = All fipures shown for talent are without Social Security,
State taxes, st
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tn Decerber 14th the Tar Bonds Staff in Worcester, lassachu

vith 2 orne=hour ".:*f': ezt

itarted its new drive for wvar bonds
point of this broadeast

local radio atation WIAG. The higl
participation by Worcester boys ir I« redin 1
artment it was arranped that one Worcester boy should broadeast
inutes. Le yms to steak for a group of other Torgesis

he with him at t!

]
3
¥
g LR |

NN ..:' L FRHL -

Technics) difficuliles vers apparent in a test
sdeast frem atrica so this broadeos=t was Eli.-i'.-".

he previously arrsrged sihetd 1.'1..‘Lt. ir .JL]EH-::L sno! Fa

and speke Lo A =mall group of ’
hroadoast,

.a_'rr,r _,-E'.l"’r"‘"" 1 ras arranged Gl
10T E + 11k eI oroeester Loys
50 Lol rirules,

a gdvance publiclty geve the nRme of the major z—dl Fipan
aid 'lﬂt di ngﬂ the names of his cnmpﬂruians at the brosdcast. The
that everyone who had a relative or friend from
Jrr:eat.er in Iceland, Africa or Enpgland wes held in sustense until nver
the radio the spokesman announced the names of the group w ith him.

Bl Y amst -1,1 """'r woE

e L

i T+ Lewm 1
Tha spokesman in each case was & boy who was widely rnovm L1h

o oweyrees T m o
: orce -\.E'_n For iﬂﬂtpﬂﬂcﬁ’ '*.!"..E HHULEbm—n -F-lrl.‘_."'l ...rf_]:'!nd AR5 A ._l"a. B

BT .

"-=—f---"-7'-1~.-qe of the larpe Heald Machine Tool Comper:;

: - . H ged me that in their

"he Tar Ponds Staff in Torcester dviged me that in &

ion the broadeasts from shroad by Tlorces bova contributed wOre
that wos dones

he success-of the drive than anything else that Wos

'he pick-up from England on TUAG wee arranged L 3
Vack of the .a.;.-‘r:.l Srcedeasting Gompeny, Padic Gl
Jn‘.m*s'r owse of Lthe BEritish Do sdeasting CODLELY

:.".' :..-I‘.rl.'q.




e pick=up from Ieceland wss arranped through the cocopera=
jon of Tieutenants Deutsch and CGuwerdnges of the Branch Radlo Section,
rdied Trates Fevy, 580 Fifth Avenue, New York.

I en ndvised that Mr. Waldman and Miss Spriggs of Lhe Tressury
‘1o Sectlon were vev helpful.

The Hritish Jroadcasting (ompany 2na etional Brogdessting
sempany helped to arrange whe serdpt Yo bring in leczl and personal
{fectors as well as the 1rec fapr licicered bond ]

prehases Oy Lhe AMGricEn
.

of
DB

¥
b
i

the Colunkia Broadgesting Sy~torm ir able to

=ups of broadcasts from forelgn lands,




CONFIDENTIAL
186

UNITED STATES SAVINGS BONDS - SERIES B

Comparison of December sales to date with sales during the
same number of business days in November and October, 1942

(At issue price in thousands of dollaras)

t December

Date ! daily
: eales

Cumulative sales by business days
! : December as

ipercent of November

De cember October

H
November "

¢ cenber 13k2
$ 4,116
L, Lgg
10,042

39,690
16, 6l8

$ 4,16 $ 5.1 - 79.74
8,605 9,2 . 92.8
18,647 20, $ 5,045 91.1
58,337 31, ho,28 186.3
74,984 53,076 52,98 141.3

46, 2y
11,887
17,857
13,607
18,664
17,L80

52,056
15,530
EE,?EH

24,848
25,260

17,907

45,716
18,083
16,686
18,942

54,198
Lg, 034

121,408
2
164, 759
203,23
220,903

272,959
288,488
311,252
136, 100
361,35
379,26

Yok, 982
4Y3, 065
459, 751
478,693

532, 891
580,925

13,919
98,190
117,077
131,593
169,859
179,232

194,811
222,243
239,891
254,201
290,282
312,386
327,928
355,119
182,332
396,458

43k,661
45,071

194, 8
138.3
136.2
112.5
125,6
122,0

14k .8
1254
128.8
128.1
125.7
120.6

129.8
119.2
117.8
116.6

12h.2
127.3

ffice of the Secretary of the Treasury, December 29, 1942.

Divinion of Eessarch and Statistics.

“urce: All figures are deposits with
procesds of sales of United States savings donds.
sdjusted on the basis of wire reports and therefors will nol mgree
Treasurer's accounts.

Figures have been rounded to nearsst thou
to totals.

the Treasurer of the United States on account of

Thess figures have been
with the

gand and will not necessarily add




CONFIDENTIAL
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UNITED STATES SBAVINGS BONDS - SERIES F AND G COMBINED

Compariscn of December sales to date with sales during the
same number of business daye in November and October, 1942

(At issue price in thousands of dollars)

{ Decembar H

Comulative sales by business days

daily
aales

Date 1

December

FHovember

October

i December as
ipercent of November

genber 1342
$§ 197
Jes
2,688
13,947
12,303

17,522
2,872
9,576

651

14,274

T.135

15,430
7,719
5,146

11,654
6,466
14992

13,451

12,077
8,253
7,854

20,516

19,576

197
527
1,214
17,151
29,46k

L5, 986
lg, g58
59, 43k
65,085
79,359
86, 495

101,924
109, 64l
11k, 789
126, L3

132,909
laﬂ,ﬂﬂl
15k, 352
1661129
174,682
182,536
203,052

222,629

$§ 303
1,115
-

14,720
31,425

34,030
L3,9lg
g, 326
EE,EHE
Eh,lﬁT
71,352

13,983
83,2L6
88,888
97,154
10l, 487
113,191

116, 880
171,041
136,798
145,126

151, 824

$ 2,215
20,322
24,325

31,922
L6, 695
55,998
59,711
4,275
76,430

83,857
91,284
98,457
101,252
110,052
115,757

124,610
133,767
142,141
146,525
159,973

165, 364

65.0%

L7.3

41.0
116.6

23.8

138.1
113.5
120.5
110.6
123.7
121.2

137.8
131.7
129.1
130.1
127.2
124.5

132.1.
12T7.0
127.7
125.8
1331.T7

137.8

fice of the Secretary of the Treasury,

Division of Ressarch and Statistics,

Durce d

411 figures are deposite with the
of proceeds of sales of United States savings bonds,

December 29, 1342,

adjusted on the basis of wire reports and therefore will

Trepsurer's accounts,

Figures have been rounded to ne

to totals,

Preasurer of the Unlted States on account
Theee figures have been
not agree with the

arest thoussnd and will not necessarily add
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PTANEARE OGS b TR TREASURY DEPARTMENT © 3

Mancs §0, 1125 WASHINGTOMN

TEL. EG RA M CHARGE TREASURY DEPARTMENT, APPROPRIATION Fom

OFFICIAL BUSINESS—GOVERNMENT RATES . Offlelal f
(The appropristion Brom

;huhm}lﬂimm-hdumm_lb&ﬁuﬂﬂ_' L
Lo 3 h"'_h'l’l'.-.“

F—ilanr

THANK YOU FOR YOUR INVITATION TO SPEAK REGRET VERY MUCH MY
HAVING TO SAY NO REGARDS

HENRY MORGENTHAU JR




Wil (FOUR) 139

PLATTSBURG NY 121P DEC 28 1542
HON HENRY M MORGENTHAW SECRETARY OF THE TREASURY

WASHN DC
AS YOU REQUESTED THIS WIRE IS A REMINDER THAT AT THIS TIME
YoU WOULD BE ABLE TO CONFIRM YOUR ACCEPTANCE OF MY
INVITATION TO SPEAK AT THE WARTIME CONFERENCE OF NEWYORK
STATE BANKERS ASSOCIATION JANUARY EICHTEENTH IN NEWYORKCITY
BELIEVE IT MOST DESIRABLE FROM,STANDPOINT OF THE BOARD

PUBLIC INTEREST THAT Yol BE THE ONLY SPEAKER AT THE DINNER
THAT EVENING AT THE WALDORF AND ‘AS YOU SUGGESTED A BROADCAST
OVER IMPORTANT NETWORK CAN BE ARRANGED FOR THAT MEETING IF
MORE CONVENIENT TO YOU WILL REARRANGE OUR PROGRAM FOR YOU

TO SPEAK AT MORNING MEETING THAT DAY AT THE FEDERAL RESERVE
BANK BUT HOPE VERY MUCH THE DIMNER ENGAGEMENT WILL BE
AGREEABLE TO YOU DEFINITE CONFIRMATION OF YOUR ACCEPTANCE

AS SOON AS POSSIBLE WILL BE APPRECIATED IN ORDER THAT WE

MAY MAKE OUR A nnnuu;u:hrs AND ARRANGEMENTS WITH THE

BROADCAST ING mgf
JOHN P !I'IH

K35p -




S
November 12, 1042,

-

MEMORANDUM

Tz Mr. Fi
M

itzperald
FROM: Mr. Gas

ton

John P. Meyers, President of the Plattsburp
Naticnal Bank and of the New York State Bankers Asso-
clation, had an appointment to see the Secretary today,
but since the Secretary was at cabinet he was referred
to me. He is remeining in town tomorrow and is ®t
the Lee-Sheraton Hotel, Room 220, He would like, if
Lt 1z at all possible, to see the Secretary for a very
few minutes some time tomorrow. The Secretary said
that he hoped to be able to find time to see him during
the afternoon tomorrow.

i8] inyite the Secretary to
eak at e dinner of The New Tork Stite
Fankers Associetion.on Nondey eveniig, January %, st
which fhere.will.be..an &Liﬁ ﬁngﬁ%ﬂ,._%%‘gf ﬂi&ﬂjﬁu nd
represepting all banks in the ptate ol New jork. lhey
will ngnf?ea%ng &ﬁg{n‘g‘%ﬁe Jﬁ'_;r at Lhe rederal Reserve

Bank of New York.

L]

Nse Kl

A
3




THE ATTORMNEY GENERAL
WASHINGTON

December 29, 1942

Dear Henry:

I wish I ocould accept your invitation
to speak at the Philadelphia broadecast of "Informa-
tion Please" on January B, but unfortunately I am
engaged that night. It was nice of you to ask me.

Sincerely yours,

Honorable Henry Morgenthau

The Secretary of the Treasury

washington, D. C.
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COMMITTEE ON FOREIGH MILATIONE

December 29, 1942,

Honosrable Henry Morganthau,
Secretary of the Treasury,
Washington, D, 0.

My dear Mr, Morgenthau:

Thank you very much for having sent
to me cony of Alr Marshal Evill's letter relative
to the fllm which was sent to Mrs. Huntley in Rhodesila,

I greatly appreciate your fine cooparation
in thie matter,

Sinceraly,




December 29, 1942,

MEMORANDUM

TOs Mr. Sullivan
FROM: MNr. Gaston

I notice in running over the file of correspondence attached
the following:

(1) The Baptists, both North and South, think the Vietory
Tax iz an invasion of religlous liberty. I don't think this worth
any attantinnﬂﬁ’spauch.

(2) The United Shoe Workers (CIO) St. Louis, apparently
think that income tax exemptions have been lowered to $624 per annum
and the Victory Tax added as a further insult. The matter of differ-
ing exemptions for the two taxes should be straightened out.

(3) One D. M. Stringfield of Fayetteville, North Carolina,
who writes to Senator Balley, is laboring under the impression that
only those who are on deductible payrolls have to pay the Victory
Tax "while the man who makes infinitely more money out of pecple not
inown and not traced and identified, pays no Victory Tax at all." It
should of course be explained that everybody pays the Victory Tax,
by return if not by payroll deduction. Another letter which refers
to the "landlords" apparently reflects the same misconception.




comments on the Victory Tax:

I am attaching copies of letters received in the
Treasury and dealing with this subject. Our experience
has been that though there were many letters complaining
of heavy taxes, comparatively few specified this 5%
deduction. Churches and lebor unions out-numbered the
individuals complaining of the tax and its implicationms,

However, there were a great many inquiries as to
how the tax should be [igured. O&ince these demanded a
factual reply, they were sent to Internal Revenue. This
office has checked with Commissioner Helvering's this
morning and I have just been told that "several hundred"
such letters have been located. They had been assigned
to varipus exeminers and investigators, and Internal
Hevenue is gathering them up and getting them over here
just as rapidly as possible. They could not reach my
office before noon, however, and I, therefore, will col-
lect and abstract them and get & supplementary memo down
to you just as quickly as possible when they do come.

TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
oaTe December 29, 1942
o Secretary Morgenthau |r
rroM  JMps, Forbush
With reference to your request for complaints and other
i

[ am sorry that it is not possible to give an exact
count of the number of letters mentioning the Victory Tex.
In the peneral letters of complaint about taxallon, many
briefly mentioned the 5% and evidently had it in mind.

I would say that there were as many as five hundred such
letters, but there is no way of getting the fl%UFEH.

As these are general, they are politely acknowledged and

go into the files. If they ask specific questions, they
go either to Tax Research or to Internal Revenue. In

each case, when answered, these letters go into the general

files,

During the rest of the week I shall, of course, keep
a2 special watch for letters on this stheFt_ang Flll give
you the figures on them as well as any which might be

quotable each day. ]H ! : % A W




132 Locust Street
Harrisburg, Pennsylvania

December 28, 1942

Henry Morgenthau,
Secretary of the Treasury,
Washington, D. C.

Sir:

I am an employee of the Pennsylvania State Hi hway
Planning Board, a joint State and Federal urganiz&%iun.
We are those folks who are on hourly basis, We are not
paid when we are sick, get no holidays with pay end get
no vacations like people with political sponsors, We
are never paid when our weges are due as those folks who
are on salary, but sometimes must wait six to ten days
after the close of our pay period, which is the 15th and
the last day of each mﬂnt{.

This 5% Victory tax, the payment of which I do not
object to at all if everyone is treated the same, I under-
stand the law says on earnings from January 1, 1943, Now
we have been informed that our tax will inelude 5% of our
December 16 to 3lst pay, because we receive the money in
January. But those people on salary that get paid the
3lst of December when our pay by law is really due, will
not te taxed,

Qur income tax reads from January 1 to December 3lst
of each year and T pay tax on what I earned in December,
even though I do not receive the money until January. I
am most willing to sacrifice in rationing and taxes and
have vuluntari%y been putting 10% of my earning in Defense

Bonds, which I do not count s a sacrifice, but as a mighty
0od investment, so please do not think I am objecting to
he tax, but I am to the interpretation given by those in

authority in our organization. I think they are giving the

wrong meaning to the law in our case.

I never mind spending my last doller unless I think I
am being "beat", and then I object to paying one cent.

Most sincerely yours for Victory

(Signed) Mrs. Addie G. Bashore
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MR. CHARLES FREDERICK 0SGOOD
168 Myrtle Street
Claremont, New Hampshire

Dec., 22nd 1942

Treasury Dept.
Washington D. C.

Fentlemen.

As 1 understand it, all ‘should subscribe to
#ar Bonds to the amount of 10% of their salary.
There is also & 5% Victory Tex plus an income tax
of $18.00 a month. $12.00 per mo. is deducted for
insurance, soclel security and old age benefits.

I am purchasing my home and carry $10,000
insurence. ALl of these would amount to approx.
$125.00 per month. I heve six children & a wife,
the oldest child being in the Marines. I certainly
don't see how it is going to be done. Is it
recommended that the home be disposed of?

Very truly yours,

Signed/ Charles F. Osgood.

Income is $4000.00
peEr year




President Hoosevelt
Dear Sip:-

I understand that the first of Jar. 1943 that
& working men must contribute 5% of weges and buy
bonds or stamps with 10% more of his wapes and
still you keep on putting the price of %Eﬂd end
needs of a working men up, How do you figure he
1s going to live. You say you are after the money
man but the working men always gets it in the end.
If you say I must do as I mentioned you must teke
care of my family as I can not properly and give
all as you say.

Yours truly

Signed/ (. H. Setzler

1204 S. Weir St
Clyde
Ohio

I want a reply. : :
I served in world War No 1 home and forelgn




Congress of the United States
House of Representatives
Washington, D. C.

The attached communication is sent for your
consideration. Please investigate the statements
contained therein and forward me the necessary
informetion for reply, returning the enclosed corres-

pendence with your answer.

Yours truly,

Signed/ Edwin M. Scheefer

Received - 12/8/42




CALVARY BAPTIST CHURCH
1422 Washington  Avenue

Guy P. Hall, Pastor Alton, Ill

Hon. E. M. Schaeffer
United States Congressman

Be it unaerstood that we, the Calvary Baptist church -
of Alton, Illinois, feel that all ministers or any one employed
by churches or religious institutions should pey taxes, but

Whereas the recent bill known as the Liberty Tax, makes
provision for churches as employing agencies to become the
withholding agency for the collection of tax, and

Whereas it provides that churches and other religious
institutions shall withhold five percent of salary paid to
those whose income is above $624 annually who are employed
by churches and religious institutions, and

Mhereas this part of the bill is a clear violation of
the separation of Church and State snd the Bill of Rights,

Be it resolved that we hereby offer our protest to that
part of the bill relative to churches and religicus institutions
becoming withholding agencies for the collection of the tax, and

Be it resolved that we ask that such tax be collected
in an orderly way other and apart from the collection by
churches.

This resolution offered by Calvary Beptist Church,
1422-Washington Ave., Alton, Illinois, in regular business
session, December 2, 1842.

Moderator

Clerk.




WALNUT STREET BAPTIST CHURCH

Fifth and Walnut Streets
Owensboro, Ky.

Dec. 1, 1942

Mr. Albin W. Barkley
Washington, D. C.

Deer Mr. Barkley:

I em writing you cencerning the new Victory Tax as it
mey apply to Baptist Churches. It ought to be plain to the
law makers by now that Baptistsevery where believe in the
complete separation of Church and State. We have suffered
in the past because of cur unqualified adherence to that
doctrine, dear to us as life itself.

It seems that this Victory Tax law requires the employers
to collect 5 percent of the salary of all employees for the
government: If that epplies to the churches, I want to tell
you here and now that no Baptist Church will allow itself to
be & collecting agent for the government.

Recently the Texas Baptist convention went on record as
oppesing such a thing and in our state paper last week there
eppeared an editorial "Shall Baptist Churches Ge To Jail?

Now I am willing as a citizen to psy thet tax myself and
I feel sure every other Baptist pastor would do likewise. e
would do that as & citizen, but when our churches are asked to
be collecting egents for the Government, you may rest assured

that they will refuse to do so.

] t as
Baptist people have been as loyal to our governmen
any others, but please make our position plain to all who have

this matter in charge.
Sincerely,

8/ W. S. COAKLEY




COPY FROM MAIL REPORT -  NOVEMBER 27, 1342.

Senator Josiah W. Bailey, (North Carolina), sends let-
ter he has received from D. M. Stringfield, Fayetteville,
N.C., which reads as follows: I am not lawyer enough,
nor have I found one in or out of the Federal Govern-
ment that is, to understand what the tax bill means to
do to the people. I wish you would pass this on to
some Federal Government expert who can promptly, and
without red tape, answer a question or two so that T
can find out what I am to depend on before I get busy
both in the Legislature and at home covering fhe time
when a return must be made. # # # After paying the enor-
mous income tax for 1942 out of 1943 income, is the five
percent Victory Tax to be deducted covering the same
period when my retaining fee, or salary, is paid by the
County? Only a comparison with the situation of other
lawyers is sufficient to show that this is class legis-
lationand to show the injustice and even iniquity, to
say nﬂthin% of inequality, of such legislation., # # #
So far as 1 can see, only the man on a fixed fee or
(salary whose employer is a matter of record, can be
|(reached with the Vietory Tax, while the man who makes
infinitely more money out of people not known and not
traced and identified, ans no Victory Tax at all, I am
seriously considering whether I would be tetter off to
quit trying to make anything, rather than to try to comply
with a law so vicious and savage; and an administration
pessing such a law is in office on borrowed time, I have
sold property and out of my earnings together have bought
$4,000 worth of War Savings Bonds, but I will never have
any more money to buy them with.
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TELEGRAM
WESTERN UNION

DA 536 115 NL 13 EXTRA XC = WINNSBORO TEX 13
1942 NOV 13 PM 7 52

SENATOR TOM CONNALLY

WASH DC
THE BAPTIST GENERAL CONVENTION OF TEXAS REPRESENTING
NEARLY EIGHT HUNDRED THOUSAND BAPTISTS PASSED RESOLUTION
UNANIMOUSLY OPPOSING THAT PART OF VICTORY TAX MAKING OUR
CHURCHES COLLECTING TAX AGENCIES FOR GOVERNMENT. THIS
IS FIRST TIME IN HISTORY OF AMERICA CHURCHES HAVE BEEN
INVADED IN SUCH MANNER AND IS CLEAR VIOLATION OF
SEPARATION CHURCH AND STATE AND BILL OF RIGHTS. MINISTERS
AND CHURCHES JUST NOW LEARNING OF THIS INVASION OF CHURCHES
BY BUREAUCRATS AND WILL CAUSE GREATEST STORM OF PROTEST
ALL OVER UNITED STATES THAT CONGRESS HAS EVER WITNESSED.

!
!

A SIMPLE AMENDMENT EXEMPTING CHURCHES AS WITHHOLDING
AGENCIES WILL CORRECT THIS AND SAVE INVASION OF CHURCHES =
R G BAUCOM VICE PRESIDENT BAPTIST GENERAL

CONVENTION OF TEXAS AND PASTOR FIRST BAPTIST
CHURCH WINNSBORO.

A il s Wi, B . R i




Office of Local No. 564

UNITED SHOE WOHKERS OF AMERICA
OF THE C. I. 0.

3631 Salena Street
St. Louis, Mo.
October 20, 1942

yr. Henry Morgenthau
Treasury Department
Washington, D.C.

near Mr. Morgenthau:

The members of Locals 56A and 102A United Shoe Workers of Americaa® .
representing some 2000 shoeworkers in the St. Louis area, voice our
sbjection tothe so-called "Victory Tax." A 5% tax on spending is just
another way of cutting inte the earnings of the wapge earners.

With income taxes beinpg collected on earnings down to $624.00,
a paltry $12.00 per week, the addition of another tax to be collected
from suck an earning bracket does not create the much needed morale

i
] among the American workers so necessary to win this all-out War. The

F

merican workman is already buying War Stamps end Bonds, giving to
sllied War Relief and giving his blood regularly through Red Cross
Blood Banks, while he reads of Congress' failure to even limit salaries
to $25,000,00 per year or to tax the Industrialist too great for fear
of creating an inadequate desire for business expansion. If Congress
and the Treasury Department are fearfull for the proper morale of the
Inauﬁtrialist, what about the morale of our American low pay group who
are iurnishing the man power for Industry and our Armed Forces,

Through our Labor Unions we are continually calling upon our

members to make more sacrifices, produce more and cooperate more in
our Nations effort to smash Nazism and Facism, so that the world will

te safe for Democracy, but this becomes increasingly difficult when
wage increases are controlled and taxation is levied in unfair propor-
tions on those most unable to pay. Our workers need no further incen-
tive to pay and produce for freedom than the guarantee of winning the
Nar and those most able to pay should feel and act likewise,

We ask you Mr, Morgenthau to stress very strongly to Congress the
necessity of taxing those best able to pay by passing the Treasury Tax
“rogram and cease considering sales taxes in any form until such time

45 the Tax burden has been properly placed.
( Feeling sure you will bring our views before Congress, I am,
Very truly yours,
(Signed) Floyd Spindler, President_

m"

Local 56A, U.S.W.A. of C.I.O.




southbeach, Oregon
Oct. 17, 19 42.

Henry Morgentheu,
Secretary of the Treasury.
Nashington D.C.

Dear Sir;

In behalf of my aux.# 49 Lincoln county, Toledo,
Oregon am writeing you in regards to the Presidents
tax program, We definately urge you to do all you can
to obtain tax legislation s that it may protect the
intrest of all the people, the way it stands now we

are to be deprived of the money of which to buy the bare

necessities of life.

Will also be a great blow to the war effort. And
this so called 5% Victory tax looks to us as snother
to hit the low income groups, will take our taxes

dcuble and triple them.

Again we as a group ask may We have your supp-

qrt.

Thank You,
Freeda Nelson Rec,Sec.

Southbeach, Oregom.




315 W. 76th St.
New York City
October 16, 1942

Information Dept.
U.5. Treasury
Weshingten, D. C.

Dear Sirs,

In the 5% Victory Tax Bill which has just been passed, is
there any provision made for pacifists who do not wish to
support wer in any way? That is, anything comparsble to

the acceptance of regular Treasury bonds in lieu of war
bonds (see Mr. Morgenthau's letter to Paul Comly French,
National Service Board for Religious Objectors, Wesh. D.C. -
June 2).

There are a good many of us who do not wish to retire from
industry altogether, but who cannot contribute even 5% toward
destruction. If provision were made for the deduction to

be given to the American Friends Service Committee for

relief work, or to governmental health or conservei.cn
egencies, we would be glad to allow the deduction and to
meke voluntary contributions as well. Will you please give

this matter your serious considerationt

Sincerely,

Signed/ Eleanor Gerst

(Mrs. Merritt Eugene Garst, Jr.)




Office of JOINT COUNCIL No. 4
and LOCAL No.

UNITED SHOE WORKERS OF AMERICA
of the C.I.0.
4512 Menchester Avenue
Phone, FRanklin 2780 .em=

St. Louis, Mo.
October 16th, 1842

Mr. Henry Morgenthau
Secretary of the Treasury
Washington, D. C.

My Dear Mr. Morgenthau:

At the meeting of Joint Council # 4, United Shoe Workers
of America of C. I. 0., representing the St. Louis C. I. O.
shoe workers we hed up for discussion the 5% tax on spendings
or Victory Tax, as it is called, and our meeting went on record
of being in accord with all out to win the war, but we are
unanimously opposed to eny tax that cuts into the necessities
of 1ife and we urge you to withdraw any such tax.

Thenking you end with best wishes, I am

Sincerely,

Signed/ Harry Pallmeier

Harry Pallmelier

Finencial Secretary and Treasurer
Joint Council # 4

U. S. W. of A. of C. I.O.

4512 Manchester Ave.

St. Louis, Mo.




THOMAS SMITH CO.

2i'8 Grove Street
WORCESTER, MASS.
October 12, 1942

The Honorable Henry Morgenthau, Jr.
Secretary of the Treasury

Treasury Department

Weshington, D. C.

Dear Sip:

I notice that the Victory Tax seems to be sure of
being passed by Congress. I do not know just how you
are planning to collect this, but I wonder if it could
be included with the Social Security to save accounting
in so meny of the small firms. Perhaps you have some
such plan as this in mind, and it seems to me with
the shortage of help, anything to simplify accounting
and the payment of taxes would be a wonderful help.

L

Yours truly,

Signed/ William M. Mill
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of AMERICA (UAW-CTIO)

Women's Auxiliary No. 233
of Ford Loecal No. 800

10414 Ferndale Avenue
Dearborn - Michigan

October 12, 1942
Mr. Leon Henderson

Office of Price Administration
Washington, D. C,

|
|

Dear Sir:

We, the members of Women's Auxiliary 233-1.A.W.-
C.I1.0., heartily disapprove of the present tax bill
as passed by the Senate.

This bill must be completely revised and amended.

*  UNTTED AUTOMOBILE AIRCRAFT AGRICULTURAL IMPLEMENT WORKERS
¢

The so-called 5% Victory Tax must be eliminated,
as it takes away the income of the people in the lower
income bracket, who have barely enough to sustain
themselves,

There must not be any sales tax.

The presidents proposal for obtaining greater
taxes must he adopted by Congress.

d

l Very truly yours,
|

. (Signed) Marie Graham

? Marie Graham,
Legislative Chairman

!
{
|
'
4




10-11-42

Junction City
Kans

Dear Mr. Morgenthaw

Wash=-D.C
Dear Secretary.

I am sure glad that I am to give 5% of my
earnings to this great deed.

But what I want to ask how are you & Mr Henderson
going to check up on these Land Lords and know exactl
there in come. If I do say sone are great & heavy &
es esk some they just laugh as if they are clesn sail-
ing & can get out & none to pay.

N¥hat I want to ask are there going to be a form
of some kind for them to fill out & fo be checked on.

Yours Resp
Signed/ M. G. Reighley

Junetion City
315-6 Wesh. hans
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Brooklyn. N.Y.
Sept. 24, 1942

Hon. Franklin D. FRoosevelt
Nashington, D.C.

Dear Sir

I am writing to you in regards to peoples who is buying war
bonds and paying for them weekly do we fall under the five

per cent salary tax we haeve a pool in our family known as

the war bond pool where we put so much in eamch week untill

we have fifty Dollars in this pool when we reach that sum

we take it out and buy one more bond meking it five bonds

we shall own if this five percent is to be paid by bonds buyers
we will not buy any more bonds due to the fact that my salary
is only Twenty (26.Dcllars) a week

If we must pay the salary tax on top of this we will stop
buying any more war bonds and after three months we shall
turn them back to the bank and get our money back for them

I dont think you are useing the the bonds buyers right when
you do this to them as we are beening tax to heavy on this
affair if you want the public to do right with you you must
use them right other wise you will lose out with them betlween
you and the Mayor it seem you are laying a very burden on them

Will you please let me know wherer this tax is to be paid by
bonds holders or not I means the five Peruent wagers tax
hoping i may heve the pleasure in hearing from you L am

Yours Very Respectfullu
Signed/ John W. Pimblitt

114 Normen Avenue
%mu]ﬂ_}m. N.Y.




September 11, 1942

Secretary of the Treasury
Washington, D. C.
Dear Sir:

I am writing you to find out just how I stand
with the Victory Tax., Now this is my income;
$25.00 a week from my husband, rent out two rooms
for $25.00 a month. Rent $43.00 2 month, War Stamps
$2.50 a week for the last 9 months have 2 Bonds for
$25.00 each, Living $10.00 a week, clothing about

$10.00 a month, Insurance $12.63 a month, Church &
month, about $3.00. I am keeping my word to my
rovernment even if we go without enough to eat.
Living is so high, Please excuse writing, I did
not have much schooling. My husbend and I are over
50 years old, both born in U.S.A.

Thanking you for a reply,

Mrs, Irene Fleischmann,
918 Erook Avenue,
Bronx, New York City




Dear Sir:

Please tell me if the withholding tax of
o percent approved by either the house or senate
committee applies to all wage earners, regardless
of what they make, or do they (wage earners) have
to make a certain amount before the 5 percent
withholding tax can be applied?

I am married and make only $18.80 per week,
and it takes ten dollars of the above amount to
pay our weekly rent and buy a few groceries, five
dollars for each thing, and that leaves very little
to meet other expenses such as doctor bills, and
incidentals.

I would like to remind you that it is this

group of wage earners that buy the most in war
savings stamps and if you tax them too, they will
be unable to buy very many war savings stamps.

Yours Sincerely,

(Signed) Wayne E. Miles

e E. Miles
247 N, Illinois Street
Decatur, Illinois

C

0

P
Decatur, Illinois
August 27, 1942

-
Secretary of the Treasury
Washington, D. C.
i
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TREASURY DEPARTMENT !

INTER OFFICE COMMUNICATION

pate December 29, 1942

Secretary Morgenthau f

Mrs. Forbush

The first gruug of letters sent up by Internal
Revenue numbered 173.

Of these, 90% or more deslt with the details of
collecting the Victory tax.

Requests for blanks and folders and general questions
numbered 78.

Definite questions as to the first pay period to be
covered, types of compensation, etc., numbered 74.

There were 5 applications for extension of time,
and & number of scattered inquiries, both from business
firms and from individuals.

There were 14 specific suggestions for simplification,
revision, or methods of collection.

The 9 letters attached are the only ones that seem
to meet your request for gquotable ones.

The final report from Internal Revenue is that
another group of about the same quantity will be over
late to-night or the first think in the morning. A
report on these will follow.

IR




JOHN M, MURPHY
Certified Publie Accountant
¢ Rector Street

New York
November 27, 1342,

Commissicner of Internal Revenue,
Washington, D. C,

Dear Sir:

Under the provisions of your Circuler v, T.,
employers must give each of theip regular employees, no
iater than January 31, a receipt for Vietory Tax with
neld during the preceding celendar year. In the case of
employees quitting during the year, these receipts must
te rendered at the time employment is terminsted,

The latter provision presents serious difficulties
to those who engage employees temporarily. The wvast bulk
of employees in the construction and allled industries are
so employed. Frequently such employees terminete their
employment without notice on payday, the latter being the
end of the pay period. Freguently such em loyees are
engaged a number of times during the yeer by the Same
employer. Frequently questions arise as to overtime payment,
say overtime put in on Friday after 5 p.m., Friday being
the last day of the payroll period, the employee to be paid
the following payday. In the latter case, if the employee
terminates the employment without notice, he will not te
paid for the Friday overtime until a week later, with the
consequent bother over the question of a receipt as of the
date of termination of employment.

Many other questions will arise in the Eu11d1ng and
other industries, particularly where only a few are employed
and the office work is handled by one employee who may not
be available when an individual's employment is terminated.

WM Ak Ak

Yours very truly,

(Signed) - John M. Murphy




!

|
|

i
|
1
%
|

THE AMERICAN ROLLING MILL CO.
General Offices
Midaletown, Ohio

November 25, 1442

Commissioner of Internal Revenue
U. 5. Treasury Department
Weshington, D. C.

Subject: Victory Tax
Dear Sir:

Your Circular VT P&gardin% Victory Tax states that the
withholding deduction applicable to regularized wage or
salary payments and the withhﬂldin% deduction applicable to
ponuses and other irregular payments will be determined
separately.

In the example cited in your circular an individual received
weekly payments for a period of 26 weeks, the withholding
deduction for such payments totalling $312 for the period.
The individual subsequently was paid & lump sum bonus for the
same 26 week period and was allowed a withholaing deduction
of $312 with respect to this payment. As this exhausted the
maeximum emount of the withholding deduction allowable for the
entire year it was stated that no withholding deduction could
be applied to further payments in the same year.

We respectfully submit that (1) In a large number of instances
this will make consistent use of the wage bracket method of
withholding tex impossible since different employees will ex-
haust their allowable withholding deductions at ?Er?ln% time
during the year. This would be extremely c?nfuslng.{ﬁ_ The
proposed method of separately calculating withholding deductions
applicable to regulapized peyments and special payments,
places upon the employer an unnecessary burden of maintelning
8 record of applied withholding deductions. #u## The withholding
of the Victory Tex represents a tremendous task for large em-
ployers. The more simple the method of withholding can be made
the less confusion and error will occur.

Very truly yours,

(Signed) E. L. Brooks
Assistant Secretary

E.L.Brooks
emw




THE FIRESTONE
TIRE & RUBBER COMPANY

Akron, Ohio
November 23, 1942

Commission of Internal Revenue
Washington, D. C.

Gentlemen:

As you know, we are a large defense corporation and to
change our payroll records end add edditional reporting forms to
the Federal Government means much work. Introducing new methods
will take a considerable amount of time. In view of the labor
shortage in Akron at this time, this creates a very serious
problem for us. The folloewing are some of the guestions that
concern us most urgently at the moment:

l. In our guarterly return, will we need to report
taxes and wages per individual employee or will
the yearly or separation statement to the employee
be sufficient?

If we are required to report the individual's tax
will this be controlled by name or sociel security

numb er?

If it is controlled and reported by name it will double the eamount
of work that would be necessary in reporting the social security
controll,

At present, our payroll departments are taxed to capacity.
Any edditional activity will require us to add another shift. As
we have no sdditional experienced help, this will place us in a

serious position.

Yours very truly,

i d W. H. Wright
(Sije ) Taex Division
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Letter referred by Representative James W. Mott

Turner, Oregon
Nov. 22, 18942

Mr. Mott
Dear Sir

Will you please give me some information on this
5% victory tax. We ere farming, and beans for the Stayton
Coop, cannery is our main erop. 75% of our crop goes for
labor. Also if the cannery has to pay this tax it falls
right back to us farmers to pay it as the farmers own the
cannery. This would be paying the tax twice, with so much
of the crop going out for labor, The acreage for the com-
ing year is going to be cut way down if this is the way this
tax bill is.

We are trying to grow all the foods we can to win this

war, and I think you can plainly see our position and if you

will give us the true information on this.

H. A. ROAN (signed)
R. 1

Turner, Oregon




CHURCHE MANAGEMENT
1900 Euclid Avenue
Cleveland, OQhio
November 21, 1942,

Commissioner of Internal Revenue,
Treasury Department,
Washington, D. C.

Dear Sir:

Do you wish to pass on to our readers who are
clergymen instructions regarding the collection of
the victory tax from their incomes?

Clergymen receive salaries from churches, The
treasurers, however, are many times very amateurish
in their handling of money end it may be difficult
to withhold this tax at the source and secure proper
accounting. In addition elergymen receive fees for

weddings and funerals, gifts in appreciation of
various services. Such receipts do not pass through
the church treasury.

_ We will give considerable space to the clergyman's
income pay in our Janmuary issue and advice as to whether
this tax shall be collected and withheld by the church
employer or be reported as in the case of & professional
man will be helpful.

Very sincerely yours,

(Signed) Williem H. Leach




Ues Moines Iowa
November 18th

Dear President:

Would like to know if I can be exempt from
this five per cent victory tex until I cen get my
mother funeral expense paid have another bill 1 am
making payments on, with the expense of my home taxes,
coal and payments on my home I won't be in a position

to meet all the payments as [ only make one hundred

dollars a month, and have ins, sec. and so much for

Bond tsken out of my salary. Would like to have a

written statement to present to my employer.

Yours very truly

(£)Mrs, Vera Baldwin
3002 So. W. 12th
Des Moines,

Lowa




Toledo Hot Dog
449 St. Cleir St,
Toledo, Ohio

November 17, 1942

Commissioner of Internal Revenue
Washington

Dear Sir:

John Gellos and John Vasello, owners of the Toledo
Fot Dog (partnership) which operates the fﬁleda Hot
Dog at 449 St. Clair Street, Toledo, Ohio and the
Merket Restaurant at 201 South Erie Street, Toledo,
Ohio, make the following request:

It 1s requested that the receipts required by Section
269 of the Revenue Act of 1942 may be given to employees
whose employment is terminated, within two weeks after
t#e ?age of such termination as permitted by Section
4bg (c).

The writer is bookkeeper for this organization, doing
this work one night a week. Under the circumstances,
he could not prepare such receipts at the time of
separation.

Yours respectfully,

TOLEDO HOT DOG

(Signed) FHarold Koch

Harold Koch,
Eookkeeper.




Referred by Attorney General Francis J, Ei«:!dlzté:g“"zI

: November §5,
¥r. Francis J. Biddle,

1, &, Attorney General,
Washington, D. C.

Dear Sir:
My husband's earned income is as follows:

Monthly salary $325.00
Soclal Security tex(collected at source) $3.25
Philadelphia city tax " g ; 4.88 Ou 14
Actual income received

I understand the 5% Victory tax will be computed on the
gross salary, namely $325.00. It is possibly fair that the
Social Security tex should be included in the computation of
the 5% Victory tax, as part of this fund may be recoveratle
(essuming the U. S. government is paying old age pensions in
1955) but it does nn% appear to be fair to include the

Philadelphia city tax in computing the 5% Victory tax, as

this is a direct tax, no part of which is recoverable,

It 1s my understanding that it is unconstitutional to
levy a direct tax on a direct tax. May I have your advice?

Very truly yours,

(Signed) Phyllis Gorsuch

Mrs. Ross Ely-Gorsuch,
The Embassy,

2100 Walnut Street,
Philadelphia, Penna.

ly it was stated that no deduction could

In re _
: Ee for Philadelphia city tax.)

be ma
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Letter referred by Senator William Bankhead

PINEVIEW FARM
Auburn, Alabama
October 21, 1942
Senator Williem Bankhead,
Washington, D. C.

Dear Sir:

_ According to my information the Victory tax is e Eross
income tax - a tax that I thought Congress would never pass.
[t works all right for salaried people and wage earners.

VWas any thought given to farmers, dairymen, retailers and
small business men who operate their own business and who

may take in quite & large sum but whose net profit is very
small? |

I own & herd of purebred Jerseys and operate a small
dairy. From the sale of milk, and cattle and e 1ittle
other income I take in from $20,000 to 25,000 a year. We
call this pross. My expenses are so high that some years
I register a loss and some years make a profit of $1,000
to $1,500. With exemptions I have never made enough to pay
an income tax. A tax of 5% on $20,000 will put me out of
business as it will every other dairy in the country.

I want to know how this tax will affect me so that if
necessary I can start selling my cattle immediately.

Very truly yours,

(SIGNED) W. A. Gardner




Desr Mr. Shepard:

For the Seeretary, I am acknowl.
edging your letter of December 21, whiech
enclones = printed cony of the Trust
Indenture creating the Endowmant Pand of
the Fatiomnl Gallery of arg.

Hr. Morgenthau is £lad to have your
vamphlet, and he how noted the infermation
that it containas,

dincerely,

(Signed) H. S. Kotz

l- .‘Il n‘h'

irivate Secretary.

« Seeretary,
of Arg,

File in Diary




NATIONAL GALLERY OF ART

EMITHEONIAN INSTITUTION

WASHINGTON, D. C.

December 21, 1942

Mr. Becoretary:

I am enclosing for your information a orinted
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DAVID K. E. BRUCE
A8 Surviving TRUBTEES oF
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AND
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AN

THE TRUSTEES OF THE NATIONAL GALLERY
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OREATING
ENDOWMENT FUND
NATIONAL GALLERY OF ART
Washington, D. C.




TRUBT INDENTURE.

Daren the 1st day of December, 1942, and intended
to be effective upon that date, although executed by
the parties hereto on various dates, by, between and

among

Pavn Merrox, Doxarp D. Saepasp and Davin K, E.
Bruoe, as surviving Trustees of Tae A, W. Mrrrox
Epvoariowar awp CHarrrapre Trusr, established under
and by virtue of a Deed of Trust of Andrew W. Mellon,
of Pittsburgh, Pennsylvania, to said Trustees, dated
December 30, 1930, parties of the first part, and herein-
after sometimes referred to as the **Donor'':

SumrraHBONIANY IwsTiTUuTION, an establishment ereated
by an Act of Congress of the United States of Amer-
ica, approved August 10, 1846, party of the second
part, and hereinafter referred to as the **Institution’";
and

Tae TruereEs oF TEE Natowan (Gariery or ART,
constituted under and by virtue of a Joint Resolution
of the Congress of the United States, entitled **Joint
Resolution providing for the Construction and Main-
tenance of a National Gallery of Art,’ approved
March 24, 1937, parties of the third part, and herein-
after sometimes referred to as the ““Truostees’ and
“Board.”

WaEreas, by said Joint Resolution of the Congress,
there was eatablished a bureau in the Smithsonian In-
stitution to be directed by a Board to be known as the

Trustees of the National Gallery of Art, and provi-
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sion was made for the administration by the Trustees
of the building to be constructed by the Donor for the
National Gallery of Art, the site and contents theregf
and all matters and affairs that pertain to the 1]55'
thereof, for the public benefit; and

Waereas, by Trust Indenture dated June 24, 1937,
between the above deseribed parties, the Trustees of
The A. W. Mellon Educational and Charitable Trust,
parties of the first part, gave to the Smithsonian Insti-
tution, party of the second part, and the Trustees of
the National Gallery of Art, parties of the third part,
the collection of works of art listed in the schedule at-
tached to said Trust Indenture, in trust, however, for
the nses and purposes therein related, and provided
for the construction of a monumental building for the
National Gallery of Art to house and exhibit said col-
lection and other works of art contributed to the Na-
tional Collection; and

Waereas, said building for the National Gallery of
Art has been completed and has been dedicated to the
purposes and uses for which it was given by the Donor,
and the Donor and others have contributed other works
of art to the Gallery for exhibition therein, and the
same is being maintained and administered by the
Trustees; and

Waraereas, the late Andrew W. Mellon, through
whose generosity such gifts were provided, planned to
create an endowment fund for the benefit of the Na-
tional Gallery of Art, the income from which would
be used to pay the salaries of certain of its executive
officers, as contemplated by the said Joint Resolution
of the Congress, and for other stated purposes of the
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Gallery, but died before the consummation of the pro-
posed gift; and

Waereas, since the establishment of the National
@Fallery of Art, the Donor, from time to time, has pro-
vided funds for the payment of the salaries of such
officers of the National Gallery of Art, and has con-
tributed sums of money for the payment of certain ex-
traordinary but necessary expenses of the Gallery,
as well as for the costs of certain improvements to the
Gallery building; and

Waereas, the Donor now desires to carry out the
wishes of its founder to establish such an endowment
for the National Gallery of Art, and in this connection
deems it expedient to create a trust, defining the
uses and purposes of such a fund, and providing for
the proper administration and distribution thereof;
and

Waereas, under the terms of the said Joint Resolo-
tion of Congress, legal title to the National Gallery of
Art and to all property of whatsoever character given
thereto, or acquired therefor, is vested in the Institn-
tion, but the maintenance and administration of the
Gallery and the site thereof, and the custody, control
and administration of the contents thereof, and of all
moneys, securities and other property of whatsoever
character, given, bequeathed or devized for the benefit
of the National Gallery of Art, is vested wholly and
exclusively in the Trustees.

Now, Taererore, THIS INDENTURE WITKESSETH ;

(1) The @ift. The Donor hereby gives to the In-
stitation and the Trustees, and they hereby accept
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from the Donor, the sum of Five Million Dollarg
($5,000,000.00) (hereinafter sometimes referred to ag
the “Trust Fund’’), the receipt whereof is hereby gg-
knowledged, in trust, however, for the uses and pur-
poses, and gubject to the terms and conditions herein-
after stated.

The Donor, the Institution and the Trustees cove-
nant, agree and declare that said Trust Fund, and any
and all other funds and properties which, at any time
hereafter, may be given or come into the possession,
or under the control of the Trustees for the use and
purposes of the endowment fund hereby established,
shall be and become a part of the *‘Trust Fund'” here-
under, and as such shall be held by the Trustees, and
shall be administered and distributed in accordance
with the subsequent provisions hereof.

(2) Name of the Trust., The Trust Fund hereby
created shall be known and designated as the ‘' Endow-
ment Fund, National Gallery of Art."”

(3) The Trust Fund. The term “Trust Fund,” as
used herein, shall be deemed to mean the Trust Fund
hereinabove mentioned, and such sums of money, se-
curities and other property of whatsoever character
as may hereafter be given, transferred or conveyed to
the Trustees hereunder by the Donor, and any and all
other funds or properties, which, at any time here-
after, may be given, transferred, conveyed, bequeathed
or devised by any other persons or parties whomso-
ever, unto the Trustees hereunder for the use of the
Endowment Fund, National Gallery of Art, together
with the income therefrom and the accumulations
thereupon. The Trust Fund applicable for the pur-
poses hereof shall be deemed to consist of all funds,

o

gecurities and properties of whatsoever character
which, at the time being, are in the possession or unda;
the control of the Trustees hereunder, or deposited
with the Treasury as a permanent loan by the Board
to the United States, pursuant to any Act of Congress
for the use of the Endowment Frund and the benefit nf’
the National Gallery of Art, whether the same ghall
be represented by prinecipal, income or accumulations.

(4) General Purposes of the Trust. This Trust
iz created and shall be administered and operated ex-
clusively for the benefit of, and the Trust Fund shall
be distributed by the Trustees exclusively for the uses
and purposes of the National Gallery of Art, created
nnder the provisions of the said Joint Resolution of
the Congress, such distribution of the Trust Fund to
be made from time to time and in such amounts and in
such manner, as the Trustees in their diseretion shall
deem to be prudent, subject, however, to the terms and
conditions of this Trust Indenture, and the subsequent
provisions thereof relating to distribution of the Trust
Fund.

(5) Terms and Conditions of Trust. The uses, pur-
poses, terms and conditions of the Trust, under which
the Trust Fund is given to and accepted by the Insti-
tution and the Trustees, are as follows:

(a) The National Gallery of Art shall for all time
be used exclusively for the housing and exhibition of
works of art and the administration of the affairs of
the Trustees; and the entire public shall forever have
access thereto, subject only to reasonable regulations
from time to time established by the Trustees.
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(b) The Trustees shall always be not less than nine
persons, of whom a minority, to be known as ex-offieio
Trustees, shall be officers of the United States or of the
Institution, ex-officio, and of whom a majority, to be
known as general trustees, shall be citizens of the
United States, none of whom at the time of his or her
election to the office of general trustees shall be an offi-
cer or employee of the United States of America. Any
vacancy in the office of general trustee by reason of the
expiration of the term, death or resignation of the in-
cumbent, or otherwise howsoever, shall be filled by the
eleetion of a competent person by a majority of the re-
maining general trustees,

(¢) The National Gallery of Art and the contents
and operations thereof shall at all times remain in the
oxclusive jurisdiction and control of the Trustees in ac-
cordance with such By-Laws, rules and regulations, as
they from time to time shall preseribe.

(d) The custody, control and management of the
Trust Fund, in accordance with the provisions of the
said Joint Resolution of the Congress, and all the de-
tails pertaining thereto, shall, at all times, be vested
solely and exclusively in the Trustees.

(e) It is understood by the parties that the faith of
the United States is pledged that the United States
will, in accordance with the said Joint Resolution of the
(longress, at all times provide such funds as may be
necessary for the upkeep of the National (Gallery of Art
and the administrative expenses and costs of operation
thereof, including the protection and care of works of
art aequired by the Board, so that the National Gallery
of Art shall be at all times properly maintained and the

|"|_:|.J | i
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works of art contained therein shall be exhibited regu-
larly to the general public free of charge. Therefore
except as herein provided, it is the intention of thelt
Donor, that neither the proceeds of the Trust Fund, nor
the income therefrom, shall be expended by the Trus-
tpes, for those purposes for which the faith of the
[United States has been pledged that public funds will
be provided by the Congress.

(f) In no event, and under no circumstances, shall
any part of the Trust Fund be distributed or inure to
the benefit of any of the Trustees, or their successors in
trust; provided, however, that upon resolution of the
Board of Trustees of the Gallery, any Trustee may be
reimbursed for any expenses, disbursements or liabili-
ties made or ineurred by such person for or on account
of the Trust Fund, or in connection with the adminis-
iration of the Trust Fund by the Trustees; provided,
further, that if pursuant to the By-Laws of the Board
of Trustees of the National Gallery of Art, a Trustee
shall be elected to an executive office of the Gallery,
and the duties and responsibilities of such office require
such Trustee to perform specifie, continuous, regular
and active service to the Gallery in connection with the
administration thereof, then upon resolution of the
Board of Trustees of the Gallery, such Trustee may be
compensated for such services as the Trustees shall
deem reasonable and direct, but no Trustee ghall re-
ceive any compensation for his services as a Trustee
hereunder, or as a member of the Board of Trustees of
the Gallery, or of any standing or special committee
thereof; and further provided, that nothing in this
Paragraph (f), or elsewhere in this Indenture of Trust
contained, shall be construed to prevent a distribution
from the Trust Fund, otherwise properly made in ac-




8

cordance with the provisions and purposes hereof, by
reason of the fact that one or more of the Trustees
hereunder may be connected or associated with the dis-
tributee as shareholder, member, trustee, director, offi.
cer or in any other capacity.

(g) The Board shall, pursuant to the provisions of
the said Joint Resolution of the Congress, and the By-
Laws of the Board of Trustees of the National Gallery
of Art, appoint or elect and prescribe the duties of a
President, a Vice President, a Seeretary, a Treasurer, g
Director, an Administrator, an Aszistant Director, and
a Chief Curator, and such other executive officers as
the Board, from time to time, shall deem necessary or
advisable to the proper conduct of the National Gallery
of Art, and the administration of its affairs. Each ex-
eeutive officer shall be well qualified by experience and
training to perform the duties of his office. Neither the
appointment nor the salary of any of the executive of-
ficers designated herein shall be subjeet to the Civil
Service laws of the United States or the Classification
Act of 1923, as amended. Each such executive officer
chall be entitled to such compensation, if any, as shall

be prescribed by the Board, and such compensation
shall be paid out of private funds available to the Board
for the purpose.

(6) Distribution of Trust Fund. (a) It iz the un-
derstanding of the parties, which the Donor has ex-
pressed as a condition to the creation of the Trust
Fund, that the faith of the United States is pledged
that the United States will, in accordance with the said
Joint Resolution, at all times provide the necessary
funds for the upkeep of the National Gallery of Art
and the administrative expenses and costs of operation
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thereof, with the exception of the compensation of cer-
tain executive officers of the Gallery hereinbefore men-
tioned. Therefore, in the establishment of this endow-
ment, the Donor intends to make available to the Trus-
tees a Trust Fund, the income from which, after pay-
ment of the necessary expenses of administration of
the Trust, shall be usged primarily for the payment of
the compensation of the executive officers of the Na-
tional Gallery of Art, as provided in said Joint Reso-
lution and said By-Laws, and that any surplus of such
income may be used and applied by the Trustees in
their diseretion for extraordinary administrative ex-
penses and costs of upkeep and operation, and for the
exhibition of works of art and other such pur-
poses of the Gallery, including the purchase of other
cuitable works of art for the Gallery, so that the Gal-
lery shall be maintained at a high standard, appropri-
ate to its purpose of being the art gallery of the Nation
and the people of the United States, but only to the ex-
tent that public funds therefor have not been or may
not be made available to the Trustees, It is the further
sntention of the Donor that any such surplus of income
may be used and applied in cases where an expenditure
for such purposes is necessary and in the interest of
the Gallery, but time will not permit the appropriation
of public funds for such purpose, or in instances where
the expenditure is not customarily provided by publie
funds, or other circmmstances and conditions do not
permit of the nse of public funds, The provisions here-
in made for such expenditures from the Trust Fund are
not intended to encourage extravagance, and such sur-
plus income shall be used and applied by the Trustees
in an efficient and effective manner, and solely in the
interest of the Gallery. Therefore, the Trustees shall
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not distribute such surplus of income for such purpoges
where public funds have been made available or conlq
be made readily available. Mere inconvenience or neg.
ligence to secure an appropriation of public funds for
particular purposes of the Gallery for which the faith
of the United States has been pledged that the United
States shall provide will not warrant the use of the
Trust Fund for such purposes,

(b) Itis the intention of the Donor, and an expressed
condition of the Trust hereby created, that the Trust
Fund shall constitute and form a permanent Endow-
ment Fund for the National Gallery of Art, and only
the income therefrom shall be used and applied by the
Trustees hereunder for the benefit of the National Gal-
lery of Art and, therefore, except as hereinafter pro-
vided, resort shall not be made to the corpus or prin-
cipal of the Trust Fund so as to enable the Trustees to
execnte the purposes of this Trust Indenture,

(¢) The Trustees shall hold, administer and distrib-
ute the Trust Fund as *‘Private Funds’’ for the bene-
fit of the National Gallery of Art, and the proceeds
thereof and the income therefrom, to the extent to
which they are available for current expendi-
tures, shall be used and applied only for the purposes
designated herein, and for which they are intended,
and the distribution thereof shall be limited strictly to
such purposes, and shall be made only pursuant to the
provisions of this Trust Indenture and in accordance
with the provisions of the By-Laws of the Board of
Trustees of the National Gallery of Art. The term
¢Private Funds’’, as used herein, shall have the same
meaning as given in the By-Laws of the Trustees.
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(7 Distribution of Current Income of Trust Fund.
As regards the distribution of the curremt income
of the Trust Fund, which shall be available for
current expenditures, the Trustees shall distribute the
same for the purposes of the Trust in accordance with
the provisions of this Trust Indenture, and as follows:

(a) The current income of the Trust Fund shall first
be applied to the payment of all administrative and op-
erating expenses of the Trust Fund, of whatsoever
character, including, but not by way of limitation, the
compensation for the services of attorneys, account-
ants, financial or special advisors, and for clerical and
gimilar services.

(b) The surplus of such eurrent income of the Trust
Fund, which shall be available for current expendi-
tures, shall be distributed in the payment of the com-
pensation of the Secretary, the Treasurer, the Diree-
tor, the Administrator, the Assistant Director, and the
Chief Curator of the National Gallery of Art, and for
the payment of the compensation of such other execu-
tive officers as the Board shall appoint, and at guch
compensation, if any, as such executive officers shall be
entitled and the Board may prescribe. The persons
presently holding the offices specifically designated in
this Paragraph (b), and who are now being compen-
sated by the Donor on behalf of the National Gallery
of Art for their services as such executive officers, shall
hold their offices during good behavior and shall be paid
for their services no less than the same compensation
which is now being paid to them as aforesaid, which
compensation shall not be diminished during their in-
cumbeney in office without the approval of the Donor,
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and no adjustment in the compensation of such officerg
shall be made by reason of the delegation by the Board
to such officers of other authorities or duties, or by rea.
son of any change in the designation of title of such of-
ficers.

(¢) After providing for the payment of compensa-
tion of such executive officers of the National Gallery
_ﬁuf Art, as hereinbefore provided, any remaining sur-
= plus of such current income which shall be available for
current expenditures, may be used and applied, from
time to time, in the discretion of the Trustees, and the
same shall be distributed by the Trustees, but pursnant
to and in accordance with the terms and conditions of
this Trust Indenture and the provisions of the By-Laws
of the Board of Trustees of the National Gallery of Art,
for such expenses of the upkeep of the National Gallery
of Art and such administrative expenses and costs of
the operation thereof, as well as the exhibition of the
works of art of the Gallery, including payment for the
compensation of other officers, representatives and em-
ployees of the National Gallery of Art, appointed by the
Board, and for personal services rendered to the Gal-
lery or the Trustees, as they in their discretion shall
determine to be in the interest of the Gallery, but the
distribution of such income shall be limited strietly to
expenditures for the purposes of said Trust, and in ac-
cordance with the intentions of the Donor, as herein
expressed, for purposes and uses where current publie
funds therefor have not been or may not be made avail-
able,

(d) Any remaining surplus of such current income,
which shall be available for current expenditures, may
be used and applied from time to time as the Trustees
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may determine in the purchase for the Gallery of other
snitable works of art of a similar high standard of

quality to the collections heretofore given to the Gal-
lery by the Donor.

(a) All eurrent income of the Trust Fund unappro-
priated and not expended for a particular current fiscal
year shall be accumulated and added to and become a
part of the principal of the Trust Fund, unless the
Trustees, in their discretion, by resolution of the Board,
shall direct that such nnappropriated and unexpended
funds shall be appropriated and included in the budget
for the succeeding fiscal years.

(f) Further, as regards the distribution of the cur-
rent income of the Trust Fund, the Trustees shall canse
to be taken into account, in the preparation of the an-
nual budget for the financial requirements of the Na-
tional Gallery of Art, the current income of the Trust
Fund available for current expenditures, in the man-
ner and to the extent provided in the By-Laws of tl?e
Board, relating to the budget, and unless and until
otherwise specifically authorized, the distribution of
the current income of the Trust Fund which shall be
available for eurrent expenditures for the purposes of
this Trust shall be in conformity and in accord-
ance with such budget provisions and requirements.
Unless and until otherwise specifically authorized by
the Board, no disbursement shall be made or transac-
tions involving financial responsibility entered into for
the account of the Trust Fund, otherwise than in ac-
cordance with such budget provisions and require-
ments.
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However, for the current fiscal year of the Gallery
ending June 30, 1943, the Trustees shall canse each
axecutive officer of the Gallery to prepare and present
to the Treasurer an estimate of the financial require.
ments of his department for the remainder of the cur.
rent fiscal year not provided for in the budget by the
appropriation of public funds for said current fiscal
vear, such estimates to be in such form and detail ag
the President may require and take into account the
expected current income of the Trust Fund for the re-
mainder of the current fiscal year. After conference,
if desired, between the executive officers and the
Treasurer, and after consultation with the President,
these estimates shall be considered by the Executive
Committee and the Finance Committee, and from them
and such other data as the Committees shall deem per-
tinent, they shall canse the Treasurer to prepare a
budget of the needs of the several departments of the
Gallery for the remainder of said fiscal year, and as
approved by the Executive Committee and Finance
If}mmittee, current funds of the Trust Fund to the ex-
tent thereof shall be appropriated and made available
for distribution.

(g) In the preparation of annual budget estimates,
careful consideration shall be given to the financial re-
quirements of the department of each executive officer,
but, first, consideration shall be given to the adminis-
trative expenses and costs of operations of the Trust
Fund, and, secondly, to the payment of the compensa-
tion of the executive officers herein provided to be paid.
Particular consideration shall be given by the Trus-
tees in providing for the payment of the compensation
of attorneys, accountants, financial and special advisors
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and other agents or employees of the Trustees, costs
of dedications and other such exercises, as well ;.5 fees
or expenses for custodial services. Also, in the prepa-
ration of such budget, careful consideration shall be
given to the financial requirements of the several
executive departments which may not be provided for
by public funds, such as extraordinary protective mea-
gsures for the Gallery, including compensation for
special gnards, extraordinary telephone and telegraph
service, extraordinary expenses of transportation and
travel, pensions or provisions for retirement of execu-
tive officers, insurance, special cleaning of the exterior
and interior of the Gallery building and site thereof,
landscaping, extraordinary and urgently needed repairs
to the Gallery building, welfare work among Gallery
employees, purchase of books, periodicals, magazines,
photographs and slides, subseription to memberships,
special publications for the educational work of the
Gallery, lectures, concerts, music, flowers and plants,
special exhibitions, provision for special guests of the
Gtallery, extraordinary services and materials to be
nsed in connection with repair and restoration of works
of art and the Gallery building, and other such items
of extraordinary but necessary Gallery expense for
which purpoese publie funds may not be made available.

(h) Insofar as the budget 1s approved, the Trea-
surer, from time to time, may advance or pay the
amount, so authorized without further authority of
the Trustees, after request of an executive officer for
an appropriation under such budget, according to a
fizxed schedule or otherwise. However, the Treasurer
shall make no appropriation, division or advance, nor
shall any other officer incur any expense in addition to
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the amount specified in the budget, without the prior ap-
proval of the Trustees or the Finance Committee, The
Trustees may direct that an executive officer of the @al.
lery, npon his own responsibility, may authorize the
expenditures provided for in the budget for his de.
partment, but no transaction shall be entered into by or
for the account of the Trustees which will involve the
Board or the Gallery, in any financial obligation except
pursuant to and in accordance with the By-Laws of the
Board and procedure adopted for the handling of such
matters. The Trustees may provide in the budget for
a contingent or emergency fund or funds for the sev-
eral departments of the Gallery, for the purpose of pro-
viding for minor unforeseen expenses thereof, and in
this connection may authorize the Executive Officer in
charge thereof, in his diseretion, to ineur or make ex-
penditures from such fund or funds, without the ap-
proval of the Treasurer, not to exceed One Hundred
Fifty Dollars ($150.00) in amount for any one trans-
action, but any such expenditure shall be upon the re-
sponsibility of such officer, and the Treasurer, on his
part, shall not be required to supervise the transaction
and certify as to the propriety thereof, provided, how-
ever, that all such expenditures shall be reported to the
Treasurer, supported by proper vouchers and/or state-
ments of the officer incurring or making such expendi-
ture, as to the necessity therefor and the reasonable-
ness thereof, for submission to and approval of the
Finance Committee.

Except as herein provided, no transaction of any
character whatsoever, which will involve the Trust Fund
hereunder, or the Trustees thereof, in any financial
obligation, other than compensation for officers, repre-
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gentatives and employees of the Trustees, ghall be en-
tered into, unless at the time such transaction is en-
tered into, the Treasurer, or such other officer as may
be designated by the Trustees or the Finance Com-
mittee, shall certify that adequate provision for the dis-
charge thereof has been made in the then existing bud-

get, or by other funds then available or to become avail-
able to the Trustees.

(i) No disbursements shall be made of the Trust
Fund, exeept pursnant to an appropriation made in an
annual or supplemental budget approved by the Trus-
tees, or pursuant to a resolution of the Board of Trus-
tees, generally or specially authorizing the expendi-
ture. No disburzement shall be made for the purchase
of securities unless (1) the specific securities have been
directed by the Trustees to be purchased, or the pur-
chase thereof shall have been approved by the Trustees
or the Finance Committee, or (2) an unexpended ap-
propriation made by the Trustees for the purchase of
securities exists, which is equal to or in excess of the
disbursement, and the disbursement is made pursuant
thereto. No other disbursement shall be made
without prior approval of the Trustees, except such
disbursements as are made in payment of obligations,
(1) incurred by the Trustees in protecting, managing
or conserving its assets, (2) properly incurred under
the direction of an officer of the National Gallery of
Art within the scope of his powers, duties and authori-
ties conferred by the By-Laws of the Board which are
covered by the budget or prior resolution of the Trus-
tees.

(8) Distributions From Principal of Trust Fund.
(a) While it is the intention of the Donor that resort
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shall not be made to the corpus or principal of the
Trust Fund, and only the income therefrom should be
used and applied for the purposes of the Trust, never.
theless, it is recognized that extraordinary conditions
may develop, or situations may arise, which would seri.
ously affect the existence, the continued operation or
the proper protection of the works of art of the Gallery,
but which could be corrected were the Trustees per-
mitted to distribute principal or corpus of the Trust
Fund. Therefore, if at any time in the opinion of at
least seven (7) members of the Board of Trustees of
the National Gallery of Art resort should be made to
the prineipal or eorpus of the Trust Fund for addi-
tional funds to enable the Board to meet such situations
or conditions, the Trustees may pay out of the corpus
or principal of the Trust Fund as may be available
for distribution for sueh purpose such sum or sums as
the Trustees are of the opinion shall be reasonably
necessary, not to exceed, however, in any one fiscal
year two and one-half per centum (2%4%) of the corpus
or principal of the Trust Fund, as the same shall be
reasonably valued by the Trustees, but such payments
ghall not be continued, during the existence of the
Trust, for more than an aggregate of five (5) years and
at no time shall the prineipal or corpus of the Trust
Fund be diminished below the sum of Five Million Dol-
lars ($5,000,000.00) as the same shall be reasonably
valued by the Trustees, and in the determination of
such value, the securities and other properties consti-
tuting the Trust Fund shall be appraised at their fair
market value; and provided further, that no such pay-
ment ghall be made during the existence of the Domor
without the Donor’s approval, and thereafter without
the consent of the majority of the Board of Regents of
the Institution.
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(b) If the Trustees, from time to time, find it neces-
gary to make expenditures for improvements to the
Gallery building, or construet, remodel or emlarge
rooms in the Gallery building, to be used in connection
with, or in aid of the purposes of the Gallery, and are
unable to obtain the required funds from other sonrces,
then the Trustees, in their discretion, at any time, or
from time to time, may pay out of such corpus or prin-
cipal of the Trust Fund as may be available for distri-
bution for such purposes as in the opinion of the Trus-
tees may be reasonably necessary or desirable there-
for, nupon such terms and conditions as may be agreed
npon by the Trustees; provided, however, that the cor-
pus of the Trust Fund shall not be reduced by any such
payment to an amount below Five Million Dollars ($5,-
000,000.00), as the same shall be reasonably valued by
the Trustees, and in the determination of such value,
the securities and other properties, comstituting the
Trust Fund, shall be appraised at their fair market
value; and further provided that no such payment shall
be made out of the corpus of the Trust Fund, without
the prior approval of at least seven (7) of the persons
who, at the time being, are gerving as members of the
Board of Trustees of the National Gallery of Art, and
with the consent of the Imstitution; and further pro-
vided, that during the existence of the Donor no amount
shall be paid pursuant to the provigions of this para-
graph withont the prior approval of the Donor.

(9) Special @ifts. It may be that some other party,
by last will and testament, deed or other writing, may
give to the Trustees, for the use of the Endowment
Fund, moneys, securities and/or other properties, and
therein may designate one or more limited purposes
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(within the scope of the general purposes stated in this
Trust Indenture) to which the whole or a portion of
the prineipal and/or income of such gift is to be ap.
plied by the Trustees, and/or may give certain diree.
tions regarding the time, manner, amounts and/or con.
ditions of the application or disposition of such gift or
of the proceeds, principal and/or income thereof, by
the Trustees, and/or otherwise may eurtail, as respects
such gift only,the powers, authorities and/or disere-
tions which, as"fegards the Trust Fund generally, are
granted to and vested in the Trustees by the other pro-
visions of this Trunst Indenture. In suech event the
Trustees, in their discretion, may accept such gift for
the use of the Endowment Fund and npon such acoep.
tance shall hold, administer and apply the funds, se-
curities and/or other properties so given for the use
of the Endowment Fund and the National Gallery of
Art, notwithstanding any of the other provisions of
this Trust Indenture, strictly in accordance with the
provisions of such last will and testament, deed or
other writing.

(10) Administration of the Trust Fund and Powers
of the Trustees. The Trustees shall hold and dis-
tribute the Trust Fund pursuant to the provisions
of said Joint Resolution of the Congress, and the By-
Laws of the Board of Trustees of the National Gallery
of Art, and in accordance with the provisions of this
Trust Indenture; and further, in connection with the
administration of the Trust Fund, the Trustees shall
have and freely exercise the following powers, anthori-
ties and discretions:

(a) The Trustees may retain and hold all or any
stocks, bonds, securities and real or personal property

AMINSR Y= 49 ﬂfi'-' | a40195
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which at any time may be given, assigned, transferred,
gonveyed, bequeathed or devised to, or received by,
them, or which otherwise may be or become a part of
the Trost Fund, whether the same are or are not of the
character or class regarded by law as legal investments,
or at any time and from time to time, in their discre-
tion, they may sell and dispose of all or any part there-
of.

(b) The Trustees, at any time and from time to
time, may sell or exchange any stocks, bonds, securi-
ties and/or other property of whatsoever character,
which at the time being may be held by them as a part
of the Trust Fund, and may invest the proceeds real-
ized from any such sale or exchange, or the moneys
realized from any other source whatever, in such man-
ner and in such stocks, bonds, securities, and real or
personal property as they shall deem proper, whether
the same are or are not of the character or class re-
garded by law as legal investments.

(e¢) The Trustees, at any time and from time to time,
in their diseretion and without other aunthority and
without order of any court, may sell, convey, transfer,
exchange, lease, loan and/or grant the use of any or all
of the real or personal property, which in any manner
or at any time may be or become a part of the Trust
Fund, for such considerations and upon such terms as
the Trustees shall deem proper, and may make, execute,
acknowledge and deliver all such deeds, leases, bills
of sale, agreements and other instruments and do all
such other acts and things as may be necessary or
proper, in the judgment of the Trustees, to effectuate
any and all such transactions, without liability on the
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part of any party to or with whom any such transaectioy
may be made to inquire as to the expediency thereof
or as to the authority of the Trustees to effect the H:E.mgl
or to see to the application of the consideration thm:
for.

(d) The Trustees may construct or erect improve.
ments, or change the character of existing improve.
ments, on any land or interest therein constituting any
part of the Trust Fund, as, when and in such manner
as the Trustees shall deem advantageous and for the
best interests of the Trust.

(e) The Trustees, in their diseretion, may employ or
retain advisors, accountants, representatives, attor-
neys and other agents and employees; may from time
to time prescribe the authorities and duties of such ad-
visors, accountants, representatives, attorneys and
other agents and employees, and fix and pay out of the
Trust Fund reasonable compensation for their ser-
vices; may delegate to the proper committee of the
Board of Trustees of the National Gallery of Art and
the proper officers of the Gallery, as provided in the
By-Laws of the Board of Trustees, the discharge of
the duties hereby imposed upon the Trustees; and,
generally, may take, or cause to be taken, every action,
and may do, or cause to be done, every matter and
thing which, in the judgment of the Trustees, shall be
necessary or advisable in connecton with the adminis-
tration of this Trust.

(f) Subject to such provisions as may be made from
time to time by the Board of Trustees of the National
Gallery of Art, the Trustees may delegate to the Fi-
nance Committes of the Board of Trustees, the power
and authority to perform all such duties of the Trus-
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tees, including, among other things, the performance
of any acts necessary to safeguard the investments of
the Trust Fund, entering into refunding agreements,
authorizing the enforcement of claims or payment of
bonds, selling any securities or property of the Trust
Fund when in its judgment the same is advisable, or
making any investments of principal which are advis-
able in order to keep the funds protected, or to take
advantage of sudden changes in market conditions.

(g) The President or Vice President, the Secretary
or Assistant Secretary, the Treasurer or Assistant
Treasurer, or any one or more of them, may be anthor-
ized on behalf of the Trustees to execute under seal, or
otherwise, such transfers or assignments as may be
customary or proper to constitute a regular transfer
of any stocks, bonds, or other securities owned by the
Trust Fund, and standing in the name of the National
Gallery of Art or the Trust Fund or the Trustees,
which shall be =old, exchanged, or disposed of, pursu-
ant to authority of the Trustees, general or special, or
the Finance Committee, pursuant to the By-Laws of
the Board of Trustees, or any authorization of the
Trustees hereof, generally or specially, and any per-
son or corporation transferring any such atocks, bonds,
or other securities, pursuant to a transfer or assign-
ment executed by one of the officers above mentioned,
or any one accepting such transfer or assignment in
good faith for a valnable consideration shall be fully
protected, and shall have no duty to inquire whether or
not the Board of Trustees or the Finance Committee
has taken action with respect thereto.

(h) The Trustees may aunthorize either the Presi-
dent, Vice President, the Secretary, the Assistant Sec-
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retary, the Treasurer or Assigtant Treasurer to exe.
oute and deliver on behalf of the Trustees, from time
to time, proxies of any and all stock owned by the
Trust Fund, appointing such person or persons as he
shall deem proper to represent and vote the stock
owned by the Trust Fund at any and all meetings of
stockholders, whether general or special, with full
power of substitution, and he may alter or rescind
such appointments as often as he sees fit.

(i) The Trustees are authorized insofar as in their
diseretion it may seem proper for the safeguarding
of the investments of the Trust Fund, to cause the
Trust Fund to participate in the reorganization of any
Company, the securities of which are held by the Trust
Fund, to canse the deposit of any such securities with
such protective, reorganization or other Committee,
on such terms as the Trustees may deem proper, and
to cause any other action to be taken which the Board
of Trustees may deem advisable to conserve or in-
crease the value of the Trust Fund investments.

(i) Subject to such provisions as may be made from

time to time by the Board of Trustees of the National
Gallery of Art, the Trustees are authorized and em-
powered to delegate to the Treasurer of the Gallery
or such other fiscal agent as may be appointed by them,
the custody of all moneys, funds, securities, contracts,
mortgages, leases and deeds, constituting the Trust
Fund, but such officer or agent shall keep proper books
of accounts thereof, which books shall at all times be
open to inspection of the Trustees. The Trustees are
authorized and empowered to direct the Treasurer of
fiscal agent to deposit the money and gecurities of the
Trust Fund in such depositaries and on such terms
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and conditions as shall be designated and approved
by the Finance Committee with the approval of the
Trustees, and when so deposited the Treasurer shall
not be personally responsible for their safekeeping;
also that he shall see that the Trust Funds are inveateci
in such securities as from time to time may be directed
by the Finance Committee, with the approval of the
Trustees.

(k) The Trustees shall require that the Treasurer
ghall keep full and accurate accounts of all funds, se-
enrities and other properties, of whatsoever character,
of the Trust Funds, and of all such additions and re-
ceipts thereto and dispositions, withdrawals, and dis-
bursements therefrom, as from time to time shall oc-
cur, in books and records belonging to the Trustees,
and all such books and records shall be in such form
and be kept in such manner as from time to time may
be prescribed by the Finance Committee, and that he
shall render such reports relating to the moneys,
funds, securities, investments and fiseal affairs of the
Trust Fund, as may be required of him, from time to
time, by the Trustees, the Finance Committee, the
Chairman of the Board, or the President of the Gal-
lery.

(1) The Trustees may authorize the Treasurer to
sign or countersign checks, stocks, securities, con-
tracts, mortgages, leases, deeds and other instruments
of the Trust Fund as require his signature; but he
shall not be authorized to pay out any mOney, invest
any funds, transfer, nor dispose of any securities or
other property, except under the direction of the Fi-
nance Committee, and as hereinbefore provided. Sub-
jeet to such limitations as the Trustees may impose,
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the Trustees may direct that the duties of the Tregs.
gurer may be discharged and his books and records
kept by an Assistant Treasurer acting under his dire.
tion.

(11) Additional Provisions. (a) Title to the Trust
Fund shall be taken and held in the name of the Na-
tional Gallery of Art, provided, however, that if, as,
whenever and as often as the Trustees, in their discre-
tion, shall find it advisable or convenient so to do, title
to the Trust Fund, or any part thereof, may be taken
and held in the name or names of any nominee or nom-
inees designated by the Trustees, but in every instance
in which title to the Trust Fund, or any part thereof,
chall be so taken and held in the name or names of
such mominee or nominees, proper provision shall be
made so that said Trust Fund, while so held, shall at
all times and in all respects be for the account of the
Trust, and be subject to the absolute control and direc-
tion of the Trustees.

(b) Any action taken by the Board of Trustees of
the National Gallery of Art, at any annual, regular
or special meeting of the Board pursnant to its By-
Laws, relating to said Trust Fund, shall have the same
force and effect, for any and every purpose, as if taken
by all the Trustees. It shall be conclusively presumed
that any such action has been duly taken by the Trus-
tees if such action be recited or set forth in a resolu-
tion, certified by the Secretary of the Board of Trus-
tees of the National Gallery of Art, or by any other
person authorized by the Trustees, to have been duly
adopted at a meeting of the Trustees regularly con-
vened and held.
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(¢) The Trustees shall be chargeable only with such
funds and property as they respectively shall actually
receive, and shall be answerable only for their own
acts, receipts and defaults and not for those of each
other or of any banker, broker, depositary or other
party with whom or into whose hands any funds or
properties of the Trust Fund shall be placed, depos-
ited or come, nor for the insufficiency or depreciation
of any funds, securities or properties, nor otherwise
for any involuntary loss, nor for the act or defaunlt of
any agent or employee of the Trustees or of the Na-
tional Gallery of Art selected with reasonable discre-
tion. In no event, and under no cirenmstances, is any
Trustee to be answerable except for his or her own
wilful default or gross negligence.

(d) No trust company, bank, banker, safe deposit
company or other person, partnership, corporation or
snstitution with which the Trustees may place any funds
or property belonging to the Trust Fund, shall be un-
der any obligation or liability whatsoever except to
the Trustees, and any and every of them are author-
ized and directed to make, and shall be fully pro-
tected in making, disposition of any such funds or
property in accordance with the directions of the Trus-
tees, or in accordance with the directions of any officer,
agent or employee of the Trustees or the National Gal-
lery of Art authorized and empowered by the Trus-
tees.

(e) The books of accounts of the Truet Fund of the
Trustees shall be kept on the cash receipts and dis-
bursements basis of accounting, or on such other basis
of acecounting as the Trustees may direct, but the ac-
counting year of the Trust Fund shall be the same a8
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that in use in the accounting of public funds of the
Board.

(f) The Trustees shall cause an audit of the fingp.
cial records, affairs and transactions of the Trust Fyng
to be made by a disinterested competent certified ge.
countant or firm of accountants approved by the Fj.
nance Committee, annually, or at such other times g
may be deemed advisable by such E{Elnmittea.

(g) Every such officer, representative or employee
whose compensation is paid out of the Trust Fund
shall, if and when required by the Trustees, give the
Trustees, and the Board, a bond in a sum and with
one or more sureties satisfactory to the Trustees and
the Board for the faithful performance of the duties
of his or her office, and for the proper custody of and
accounting for all works of art, books, papers, docu-
ments, vouchers, moneys, securities, and other prop.
ertics of whatsoever character, in his or her posses-
sion, or under his or her control or supervision.

(h}) Subject to the terms and conditions, and the
provisions of this Trust Indenture, as regards the dis-
tribution of the Trust Fund, the distribution of the
Trust Fund shall be in the absolute discretion of the
Trustees and nothing herein contained shall be con-
strued to require the Trustees to make such distribu-
tion for any particular thing, in any particular man-
ner, or any faster than their judgment shall dictate.

(i) In accordance with said Joint Resolution of the
Congress, the actions of the Board as regards any pajy-
ment to be made by it from said Trust Fund shall not
be subject to review by any officer or agency other
than a court of law. '
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(j) Nothing in this Trust Indenture contained, or
otherwise, shall be eonstrued as restricting the right
of the Trustees in their diseretion to deposit with the
Treasury as a permanent loan by the Board of Trus-
tees of the National Gallery of Art to the United
States all or any part of the principal or corpus of
said Trust F'und, or the income thereof, at a fixed rate
of interest, pursnant to the terms, and in aceordance
with any present or future act of Congress authorizing
the Secretary of the Treasury to receive the same to
the extent thereof provided, and to pay the Board in-
terest thereon at a fixed rate; provided, however, that
such interest income, when paid to the Board, shall
be and become a part of said Trust Fund, and shall be
subject to distribution by said Trustees under the
terms and conditions of this Trust Indenture,

(k) During the existence of the Donor, at any time
and from time to time hereafter, with the consent of
the Institution, the Trustees and the Donor, this Trust
Indenture may be altered, modified or supplemented
in any respect whatever, as the parties hereto may
deem advisable or necessary, which shall not be mcon-
sistent with the general purposes of this Trust Inden-
ture and of the said Joint Resolution of the Congress.

After the termination of the Donor, The A. W. Mel-
lon Educational and Charitable Trust, at any time and
from time to time thereafter, this Indenture may be
altered, modified or supplemented in any respect which
may be deemed advisable or necessary, to accomplish,
under conditions then existing, the purposes of the
Trust herein ereated, but only with the prior consent
of not less than three-fourths (%ths) of the entire
membership of the Trustees and three-fourths (34ths)
of the entire number of the Regents, or other duly
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constituted governing body of the Imstitution, but iy
no event, and under no circumstances, shall the gep.
eral purposes and scope of this Trust be modified or
changed, and mo alteration, modification or amend.
ment of this Indenture shall be made which shall be in
violation of the provisions of said Joint Resolution of
the Congress, or of any future act of Congress, relat-
ing to the National Gallery of Art.

For the purposes of this Paragraph (k), The A, W,
Mellon Educational and Charitable Trust shall be con-
clusively deemed to have been terminated, if three-
fourths (34ths) of the entire membership of the Trus-
tees, after careful inquiry, shall be of the opinion and
publicly declare that such Trust no longer continues
to exist.

(1) In no event, and under no circumstance, shall
any transaction of whatsoever character be entered
into for or on aceount of the Trust Fund, with or with-
out the approval of the Trustees or of any Clommit-
tee of the Board, or of any officer of the Board, or
other person whomsoever acting for the Trustees, or
on account of the Trust Fund, which will involve the
Institution in any financial obligation or liability of
any character whatsoever, except pursuant to and in
accordance with proper action of the duly constitoted
authorities of the Institution.

(m) Any shares of stock, securities or other prop-
erty of whatsoever character, except only cash, which
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shall be issued, assigned, transferred, conveyed or de-
livered to the Trustees by reason or on aceount of any
ghares of stock or securities of any corporation, asso-
ciation, trust or organization or property then consti-
tuting a part of the Trust Fund, whether the issuance,
assignment, transfer, conveyance or delivery of any
such shares of stock, securities or other property be
by way of a dividend by such corporation, association,
trust or organization or upon its dissolution, or in any
liquidatiﬂn of its capital, or as a part of, in EﬂﬂﬂEEtiﬂ;'l
with, or by reason of any reorganization, consolida-
tion, merger, sale of its assets, or adjustment of its
affairs, or otherwise howsoever, shall, for all purposes
of the Trust Fund and of the provisions of this Trust
Indenture, be deemed to be corpus of the Trust Fund
and not income thereof.

Ix Wirtkess Waereor, Tae A. W. Merron Houca-
rroNAL AND CHARrrasLe Trust has caused this Inpex-
rure oF Trust to be executed by the hands and seals of
the majority of the surviving Trustees thereof; the
SarrrEsoNIaNy InstrTuTion has caused this INDENTURE
oF Trust to be executed, and its official seal to be here-
unto affixed, by its Secretary, pursuant to a resolution
duly adopted by its Board of Regents; and the Taus-
tEEs oF THE NaTioNan Garpery or Arr have caused this
IvpExTURE oF Trusr to be executed, and its official
seal hereunto affixed, by its Chairman, pursuant to a
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resolution duly adopted by the said Trustees, all ag of
the date first above written.

Taee A. W. Meurow Epvoariowar awp

CrarrTasLE TRUST,
By Dovwarp D. BEEPaRp [mmar)
Davio K. E. Beucs  [smv)
Constituting a majority of the
surviving T'rustees thereof,

SMITHSONIAN INsTITUTION,

By C. @. Assorr,
Secretary,

TrueTEEs OF THE NATIONAL (FALLERY OF
ArT,
(SEaL)
By Harrax F. SToNE,
Chairman.

Distriet of Columbia, ss:

On this first day of December, 1942, before me, a
Notary Public in and for the said District, came the
above-named Donald D. Shepard and David K. E.
Bruce, and acknowledged the foregoing instrument to
be their act and deed, and desired the same to be re-
corded as such.

Wirwess my hand and notarial seal the day and year
aforesaid.

Marcaner BELLEE,
[sEAL] Notary Public, D. 0.

My commission expires:
September 15, 1947.
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District of Columbia, ss: No. 128631

I, Charles E. Stewart, Clerk of the District C

the United States for the District of Cuﬁi]fﬁzrt’thﬂg
same being a Court of Record, having by law a seal, do
hereby certify that Margaret Beller before whom 'the
annexed instrument in writing was executed, and whose
name is snbseribed thereto, was at the time of signing
the same & NOTARY PUBLIC in and for said Distriet
duly commissioned and sworn, and authorized by the
laws of said Distriet to take the acknowledgment and
proof of deeds or conveyances of lands, tenements, or
hereditaments, and other instruments in writing, to be
recorded in said Distriet, and to administer oaths ; and
that T am well acquainted with the handwriting of said
Notary Public and verily believe that the signature to
gaid instrument and impression of seal thereon are
renuine, after comparison with signature and impres-
sion of seal filed in this office.

Ix Wirxess Waeseor, 1 have hereunto subscribed
my name and affixed the seal of said Court, at the City
of Washington, D. C., the 3d day of December, A. D.
1942,

Caantes E. Stewart, Clerk
By M. Davey, Deputy Clerk,

[8EAL]




34
CERTIFICATE.

It 158 HEresy CerTiFiEDp That the foregoing is a troe
and correct copy of the Trust Indenture between the
Trustees of The A. W. Mellon Educational and Chari.
table Trust of Pittsburgh, Pennsylvania, the Smith.
sonian Institution, and The Trustees of the Nationa
Gallery of Art, dated December 1, 1942, creating the
Endowment Fund, National Gallery of Art, and that
gaid Trust Indenture is now in full force and effect.

Wirness the due execntion hereof this ......, ., day

Tae TrRUSTEES OF THE
NaTioNAL (GALLERY oF ART,

Secretary,
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TREASURY DEPARTMENT
PROCUREMENT DIVISION
WASHINGTON

oFFicE OF THE DIRECTOR

Decembar 28, 1642

. SCHNANZ:

rerhans vod have seen the attacted elipplns froe the Tirmes-
tierald of Dece-har 27, 13,2, Tre facts are as follows:

e, Chte Trankfurter was arpointed July 22, 1541, as
Assistant Purehasin: Cfficer, 2A7=-7, at =200 a year an? !}rmeﬁn-}
bo 13200 Sesterber 20, 19.2, e restrned elTective Joveiber J,
1212, e purchase? chiemlcals but 2id uct purelizse alechol.
Industrial elceochol is jnrchased by Fe dbson who was Vr. Frack-
furter's sanerior, cul since Cetzher 7, 12, all purchases of
irductria? sleohol have bees rade fron the Lefense Duppllies
sorpursticon (=F2). Ur. Frankfurter has never hell the poss tlion
Af 3poctal rsuistant to me and Rir e Zlupment was ncl _1r. w.y way
cenmeetoed with 2hal of L. ddernan Kiotz, relther A4id 'r. Flotz
cuccee’d to the j.sittan of Porchasiny ("ficer 1left vacant by
'r. rrankfirter's pesisnalanhs

o Sl Jintilling Lor
~Lgineey Tpo =ie Irceurs=.nn

i
ll---"“""“' ; ; ;}"1- _.-._’"1."""‘
O fMon 5. Vack
Dipsglor of Procurement
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TREASURY DEPARTMENT
PROCUREMENT DIVISION
i SR
Decembar 29, 1942

MEMORANDUM TO THE SECRETARY:

There is submitted herewith the operating report

of Lend-Lease purchases for the week ended December 26,
1942,

a

- N SRR R . e

The budget estimates have been prepared for the
period from Jannary 1 to June 30, 1943, to cover Lend-
Lease requirements within the scope handled by the Pro-
curement Division for all participating countries which
totals $1,015,265,266.00.

The unobligated balenee of funds allocated under
the Second Lend-Lease Appropriation Act will be determined
as of December 31, 1942 and deducted from the total esti-

mates in arriving at the net figure required to ha:npprn-
priated for the first half year of 1943.




Al R
LEGD=LEASE
Ve DA TR 5 TR RN
DRIRALIENE o ROGURERE V]
_|. T a e P Bith - MATT TOAMT AR
.L..J_.L"L:l-‘_'u ..}, e THL L WK

...1

Administrative Jiscellsneous

Total ixpenses Undistributed

Allocations

A Latd , 3 $546.5
s .l' L } ! | ! i y f
Jrllr"il'l 'l,.l-l?..l'\--"'-"l-"IJ ! L v

b

( Il.l.l!.i‘;.p -";
Purcnese Authorizae- ,;dr&.i ;1134,2

tions (Requisitions) (2020.0 (1173.8)

Requisitions Cleared #1971.0 159.1

1 Ll w

for Purchase 905.5 (1135.7)

irr A
L=

Obligations : ’f= 3 510
1

LI i Loy 3
( Purchases) ’
Deliveries to Foreign § 796.3 , G20.0
Governments at U. S. 18 ) (623.3)
Ports#

#Peliveries to foreign Lu?DPﬂTE'tﬁ ft » S. Ports do not include the
tonnage that is either in storape, 1h-trarait“ storage, or in the
port area for which actual receipts have not been received from the

foreign governments.

llote: Figures in parentheses are those shown on report of December 19, 1942.
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TREASURY DEPARTMENT
PROCUREMENT DIVISION
WASHINGTON

December 29, 1942
MEMORANDUM TO THE SECRETARY :

Attached is 1ist showing the status of purchases made
for shipment to Worth Africa as of the ¢loge of business
December 26, 1942, The Purchases listed on the attached
Schedule are those which have been made against a $5,000,000
Lend-Lease allocation ang are completed; likewise, purchases
thus far authorized and cleared against a $40, 000, 000 appro-
priation,

There is an additional purchase authorization approxi-
mating $27,000,000 against a further $100,000,000 program on
which we are now endeavoring to obtain clearance from Wap
Production Board. Immediately upon clearance, we will proceed
with purchase, and the present indications are that the goods
purchased against the $100,000,000 program will go into ware-
houses pending shipping instructions.

I will have at your office Tuesday morning of each week,
beginning January 5, 1943, a report of the status of these

rams as of the close of business the preceding Saturday.




Commodity

Used Clothing
Cotton Piece Goods
Shoes

Cotton end Knitted Wear
Refined Sugar

Raw Sugar

Powdered Whole Milk
Condensed Milk

Taa

Matches

Nails
Fharmaceuticals
EupEar Sulphate

Lamp Chimneys

Phonograph Records

News rin%

Printar 8 Ink

Machine Finished Book Paper
Cordage and Twine

Thread

Totals

Amount

Shipped On Hand At NYC
FPurchased 4

From USA “hiting Vessels

En Route
To Port

300 tunﬂ 408 tons
260 1710 *®
air 0 0
ozen 0 0
876 tons 3071 tunu
1916 "™ 245
1T = "
234 234 "
173 173
410 0
4.3 4.3
10.4 10.4
2632 1957
5000 each
80,000 each
1,000 each
30 tons
200 1bs.
2 tons
300 tons
100 tons

1208 tons
2970 "
200, 000
180,000
394? tﬂna
2160

178

# 5899.7 tons 6427 tons

500 tons
1000 "™
200,000
180,000

0

air
ozen

#Total tonnage %Ehipped From USA" does not include weight of 5000 Books.
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LEND-LEASE ADMINISTRATION
WASHINGTON, D. C.

s g STETTIMIAS,
ApsinafRATOR

Decembar 29, 1942

Daar Henry,

I regret that it will not be
poaslble for me to attend the meet-
ing tomorrow with you and others
relative to doller balances of Land-
Leuse countries ss I heve been call-
ed to Hdew Tork on an important matter.

I have esked my Senior Deputy,
dr. Bernhard Knellenberg to mttend in
my behalf.

With beat wishes,

Sincerely yours,

ctettinius, Jr.

Honorable Henry WMorzentiili, JT.
Secretary of the Treasury
Ireagury PDepartment
Washington, . C.




BRITISH AIR COMMISSION

1788 MASSACHUSETTE AVENUE
WABHINGTOM, D. C.

TELEFHONE HoBART 8000

MFLEASE QUOTE

I_I'.Fl-lH‘l:l 4 P I L

With the compliments of British Air Commission
who enclose Statement No. €5 = Aircraft Despatched

= for week ended December 22, 1942,

The Honourable Henry Morgenthau, Jr.
Secretary of the lreasury
WASHINGTOH, D. C.

Dacamber 29, 1942.
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Bahaman
Bahamas
Canada
India
Bouth Africa
LK
India

!‘nm—ig —5 Tt 3%

-tmm._mﬂprmuhummmn
repert for week anded December 15th. "

“M.ﬂmﬂm“ﬂﬂuﬂtﬂlhmﬂ-fhmw-ﬂmuﬂ
of certain radio equipment.

Please note the following correcticms im previous repertis,

Alrsrali

Mitehell I
Mitehell I #
Mitchell II
Harvard
Harwyard I1
Moptang
YULTEE
Tengeancs

L 3

Fudson VI

Hudson V1
Hudson VI
Catalina 1B

Yanturs

Bovements Pivision, British Air Commissiom
December 28th, 1942.




SECRET
38

December 29, 1942

Exports to Russia, Pree China and selected blocked
sountries as reported te the Treasury Department
during the ten-day peried ending
December 10, 1942

s !Egﬂrtl to Russia

Exports to Russia as reported during the ten-
period ending December 10, 1942 amounted to $30,635,000
&8 compared with §$88,415,000 during the previous ten-
day periocd, Military equipment scscounted for enly
$5,113,000 of the total and ineluded no tanks or planes,
(See Appendix C,)

Exports L1

Exports to Free China as rignrtid during the period
under review amounted to $822,000, of whish $195,000 was
military equipment,

5+ Exports to selscted blocked sountries

Exports to seleoted blocked countries are sivem in
Appendix A, Most important wers sxports to Switgerland
Portugal smounting to $1,290,000 and $590,000,

respectively,




APPENDIX A

l Summary of United States Exparts to Selsoted
Countries as Reported to the Treaswy Departament
frem Export Declarations Reoceived
‘ During the Perioed Indieated 1/
(In thousands of dollars)
1 Total Total

10=day 10=day Domestic Exports Domestiec Exports
Period ended Period snded Aug, 1, 1942 to July 28, 15941 te

Deg. 10,1943 MNove 30,1942 _Dec, 30, 1942  July 21, 1943
Jo 8¢ Be Re # 30,635 $ 88,415 § 583,916 § 742,941
il Froe China a2 296 110,639 97,720
- 1 770 2,858
935 6,919 11,537
2 - 2,628 18,056
590 204, 1,986 9,743

l French Nerth Africs 2/ - - 2,088 6,305

i Treasury Department, Division of Monetary Ressarch December 28, 1042

export declarations are received with a lag of several days or more,
y m-g:hﬂ- compilstion doss not accurataly repressnt the actual shipment of




APPENDIX B

Exports from the U, S5, to Free China and U,.3,.3.R,
as reported to the Treasury Department
July 28, 1941 - December In. 1942 1/
(Thousands of Dollars

SEEBET

Exports to Exports to
U.5.3.R,

Eaiﬂﬁm - Jan, 2i, 1942 § 98,902

25 -~ Jﬂl }1 9;“3
l - Feb, 10 y 12'51
10 Feb. 20 26.17

Feb, 28 3/ 21 28,119
Mar. 10 ;
Mar, §E h!
Nar.,
Apr. 10
Apr. 20
Apr. %0
May 10
May 20

i
20
350
10
20
ﬁ L/
20
31 L/

Sept.l0
Sept.20

l.ptl
Oot. gg
Oet. 20

oat, 31 e
Nov. Zﬂ v " gﬁg
Nov. 20 lz;i

Novw, iﬂ
Det. 10
To

Hov.
Hovw,
Neov,
Dec.

tal $ 110,639 #1,327,676

in part taken from coples of shipping manifests.
Begin i::u:;:hr::lru-:1 1, figures are given for l0-day periocd
instesd of week, except where otherwise indicated.

rosedurs by the Department of
ntnﬁnn;lttr rn: the peried indicated.




SECRET

741
AFPENDIX @
Prinoipal Exports from U, 8, te U, 8. 8. R,
as reported to the Treasury Department

during the ten-day perled ending
Desember 10, 1942

Unit of
Quantity

TOTAL EXPORTS
Militery Equipment ($3,113)
Ammuni tion
Internal combustion marins sngines

Ordnanes combat vehicles
Soout oars

Explosives
All othar

Non-Military Ooods ($27,522)

Motor truecks, suto replacement
parts and aceessories 5,115

Industrial, electrieal and agri-
cultural mashinery snd parts 4,218

Iron and steesl manufastures and
semimanuf ac tures 5,537

Metals and manufaotures, n.e.s. 3,37k
2,680

2,011
1,660
b,527

Meat produets

Food produsta, N.0.8.
Wool and eot tem

All other

!FiIiiF?‘H=EEFiiiEf:'FI?IEIEE'EF'!EE:EEFi'li--lr-E‘ Dessmber 28,1942

FM/ef

8/u2




SECRET

247

AFPPERDIX D

Prineipal zﬁﬂ:nﬂl;:m U. 5. to Free China
as repor o Tressury Departmmmt
during the ten-day peried ending
December 10, 1942

(Thousands of Dollars)

TOTAL EXPORTS
Principal Items:

Printed matter
Military equipment
Photegraphiec supplies
Power tools

Fountaln pens
Mica and msnufasotures

Treaswry Department, Divialon of Wonetary Wesearch Descember 25,1942

of s
8/h2




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE

Secretary Morgenthau December 29, 1942
Frances McCathran

HIGH-LIGHTS OF THE WAR NEWS
(11:00 A. M.)

Gibraltar

A second Allied fleet is gathering at Gibraltar, accord-
ing to dispatches from La Linea, Spain.

North Africa

1. French Somaliland, last Vichy stronghold in North Africa,
joined the Fighting French in an agreement gigned at
g:15 A.M, yesterday at Chebile, De Gaulle's headquarters
announced. This territory (of 8,492 square miles, con-
taining 45,000 natives and 1,700 Europeans) is the
gtarting point of the only railroad running into Ethiopia
and its aguisition thus simplifies the Allied supply
problem into that part of interiof Africa, ~
Tunisia - Allied bombers from the Libyan desert in the
east and from North African airfields in the west, have
damaged almost every Axis-held port, Tunis, Bizerte,
sfax, Sousse, etc., as the Axis sends up reinforce-
ments. American planes also bombed a bi German truck
column taking supplies from Tripoli. Infantry patrols
are increasing, especially in the Medjez-El-Bab area.
Torrential rains are easing but the ground still 1is
slippery and muddy. o

3, Libya - British advance units are reported within 18
miles of Buerat E1 Hsun with only slight aerial activity
over the battle zone. _ _

. Allies continue to damage ghipping on the Axis Tunisia-

Sicily-Italy supply line.

Russei
. I.EThE ¥iddle Don Front - Red armies, only 3 miles from

Kotelnikovski, have advanced from this key railroad
city to within 45 miles of another Russian force push-
ing down the Moscow-Rostov railroad from the Middle Don.
Russians are reported in the immediate vicinity of
Kamensk, 80 miles north of Rostov (gateway to the




Caucasus). In the Kotelnikovski area they are reported
not more than 170 miles east-northeast of Rostov.
. Central Front - Russians have repulsed German counter-
attacks around Velikie Luki and Rzhev.
3. Russians claim they are now killing from 2,000 to 3,000

in one engagement as the Germans throw in powerful re-
serves.

The Pacific Area

1. New Guinea - Sunday nig8t the Japs made a desperate
sally outside their prepared defenses and pillboxes
at the same time that their naval craft, probably
subs, shelled Buna village. They were beaten back,
however, with the net result the deepening of the
Allied wedge at Buna Mission,

. New Britain - Allied planes bombed Rabaul for the second
day in succession. Shipping was damaged in the harbor
and one heavy cruiser believed sunk.

Timor Island - Allies made their fourth consecutive air
rail on the northeastern tip of Timor Island where the
Japs are believed to be constructing an airfield.

s  S———

e ® -
=

e bt B

Burma
1. Advance British units have encountered the Japs at

Rathedaung, approximately 25 miles northwest of Akyab
and 7 miles inland from the Bay of Bengal coast,

_ The R.A.F. twice raided the Jap airdrome at Magwe
(120 miles from Akyabguand continued to soften other

installations in Burma.
) g?%. f%ierﬂ again bombed Lashio, at the Burma end of

the Burma Road.

of fensive in the Eastern China lowlands in
. ghg::aﬂgpand Hupeh provinces has been partially thwarted,

to a Chinese communique.
Sﬂg?rgi?gra repulsed a Jap attack on the American base

in western Yunnan,




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE

o  Secretary Morgenthau December 29, 1942

rrom Frances McCathran

AFTERNCON SUMMARY OF THE WAR NEWS

Russgia
1. The pincer movement against Rostov:

A. One arm of the pincer is continuing to drive down
the Voronezh railroad, despite German reinforce-
ments all along the line. This group has broken
into the Rostov Administrative District (equivalent
to an American state) from the northeast to within
80 miles of the city proper.

. The second arm, all but surrounding Kotelnikovski
(principal German base southwest of Stalingrad),
has swept 56 miles to the south, entering the north-
eastern tip of the Rostov Administrative District.
(Germans in Kotelnikovski have only one avenue of
escape as Russians cut 5 of 6 highways leading to
the city.)
2. To the north of Rostov, General Golikov's Soviet forces
tightened the ring around Millerovo to the strangling
oint.
! gix Germane divieions, which started a counter-offensive
southwest of Stalingrad on December 12 to relieve the

22 divisions trapped between the Don and the Volga,

have been routed and thrown out of action, reports

indicated.

Africa
Tfunisia - Allied units have withdrawn from the hill

position 6 miles northeast of Medjez El Bab (which they
took Christmas Eve) "after inflicting severe casualties
on the enemy", an Army communique revealed today. French
forces, however, have cut an important road south of
Pont-Du-Fahs, after a fierce dawn battle backed Dy Allied
tanks and planes. ;

_ General Alphonse Juin, former military aide to Genera
Nogues (Governor-General of Morroco) has been appointed
to succeed General Giraud as Commander-in-Chief of the

French North African forces,




ERITISH MOST SECRET

U.2. SECRET

OPT=L No. 445

i PR . | g R - =
Information received up ww ¥ A.M., 29th December, 1942,

HAVAL

M outward convey in mld-Atlantie has boen Jubhjected to

persistent U-boat attacks since 25th/*7Tth. Full detasils nol vet avail-

abla,

BYa. 27th. lPatrols of 7th Armoured Division were in
enemy on line %iD1 Bul ol KHZUIR from the sea te BIF

Lo southwest, Germin prisoners were taken.

clear of minen to SIRTE inclusive.

RUSGLIA. Gouthwest of STALINGRAD tho Russlens have made

further advance on a broad front in the general direction of

RUTALNIROV ond have eaptured NAGOINT five miles to the south.

ALR OPERATIONS

P

WECTIERN FROMT . Hampden probably hit vith tor-

pedo a 5,000 ton ship in convoy off NOWKAY.

i

FRENCH HORTH AFRICA. 26th/27th. U.5. heavy bombers

attacked the harboura at TUNIS, SOUSSE and SFAX.
»
FTth., S0US3E Harbour was agnin ettacked at least three

nd many large fires were atarted in thoe docks aren.

shipa were hit o

Mth/23th., Malts Wellingtons bombed TUNIS and

LA GOULETTE docks.




