
••• 

DLIJ!I 

:Book 637 

M~ 26-27, 1943 

Regraded Unclassified



-A.-

.\4vtrtlt l"' 
, .. Flnanclnc. Oovorna•n : liar Savlnc• lon4t 

A.luchul, rrant 
Sot rorolcn Pundt Control 

- .B -

BMkhea4, Jobn (Senator, AlabamA) 
Sot financing , Oovorn>~ent : 'lar Savlngt .Bond a 

(A4vortla1nc) 
Banko, Oollllllercio.l 

Stt Financing, Government: V&r Sa•1nca Bond• 
Byrnoo , Jameo 7 . 

Set Rnonue Rnloion: Revenue .B~ll o! 1943 

- c -

Cooaorclo.l ~· 
Sot Flnonclng, Oovernaent: War Savlnco .Bon4o 

CoftC'toOlono.l Record 
Su financing, Oovernaent : Vo.r Sa"Oinc• .Bon4o 

(2nd War Loo.n Drive) 

Dovlo, Cb.ooter 
Sot lnflo.tlon 

Do Obubrw>, Ron' 

- D-

.Book Pac• 

Sot o.loo Foreign Fundo Control : Laoard Frorto 
BiograpbT - 5/27/43........ .. . . .. .. ......... .. ... ... 637 201 

- I -

kclaa , Marriner S. 
Sot Flnanclnt:. Oonrruotlllt: 11ar Savlnco Bonde 

- r -

l tdtro.l Ruorvo 
lor blotory of appoutaon t •• floco.l o.go~t ott 

Flno.nclnt;, Oovorn•ont: War Savlnct .Bond a 
(Orcant oatlon Plano) 

rtnanctnc, Government 
~o r Savlnc• .Boado: 

Orcant&atioa Plano: 
See o.loo Booko §;!2 and 2M 
Oonferencti preeent: HMJr, Bell, G&tton, and 

Gublo - 6/26/43 ..............•...... · · · · · · · · · · 
a) icclea confereoce dttcuttt4 

1) Fodoro.l Rooorvo baolo otlll lcclot' 
vitb: if tbit Ia not poulblt ltdoro.l 
ReceTYt vlll attll cooperate 

2) .Banke, IIUtual taYln,:a. tnaurance, 
broker• an4 4tAltrt , l . t . • ttnaocial 
14tt1tutlon• in one croup and ladlviduo.lo, 

truate l.n otbtr r·"" 
3) Stat•«H (J01~t diocuutd ....•..... 

•• • 

Regraded Unclassified



Plnaoolnc, OoYernaen~ (Con~lnued) 
War S..•lnce Bon4o (Continued ): 

- r - (Con~lnued ) 

Organisation Plano (Con~lnuod) : 
Conference vltb .l'oderal Reoern Board aod 4 Bank 

preoldente - 5/26/43 .•••••• ••• •.•••• • ••••.•.••••••• 
a) Poeolblllt7 of Board 'ooll lng plan to ledoral 

Reeer•e Bank pree14ent e" tor the Treaeury 
dlecuoaod by McKee . HMJr, and lcclee ••.•.••• • . 

b) Gamble conoldered anti-Pederal RooorYo ..•..•.• 
o) Saymcs&k offers co~lete cooperation: only 

concern 11 etate11ent ......... . , ... . , ...... .. . . 
d) !l'roaour;r otaument In which Federal Reurn 

baa cooperated preferred b7 lcclee . . ......... . 
e ) Vlctor7 lund peroonnol - futuro ot dlocuoood .• 
t) Plnanclal noedo tor ba1anco ot 1•ar outllnod 

b7 Boll . ..................................... . 
c) S.ltb'o (Ired) facotlouo cbar~o •.•.•.•.. • : .•.. 

!ranoerlp\s of 2 cee ~lngo on Ma7 14 oont ~o J'odoral 
Ro""' - 5/26/ 43 ... ........................ . ... .. . 

a ) Jec1os aeltnov1odg.ont - 5/28/43: Soo Book ~. 
POCO 42 

Statecan~ dlocuoood b7 HMJr, J'rod S..lt b, Boll, Paul, 
and Tlotjono- 5/ 2?/43 ..•••••.•• ••••.••• . •• .••••••• 

a) "Banke acting ae tlec&l agent• of ! 'rtaaurr• -
lodora1 Reoervo aoko that tnlo bo otrleken 
fro• etateaent 

1) Ranaom-HMJr connroatlon ................ . 
2) llocal agency nlotory given by Tlotjeno 

and Paul ............. ................... . 
b) Act ual otatement - 5/2?/43 .................. .. 

Stato oot-upo - tiae-tab1o tor planning dlocuoood 
by !l'roasurr group - 5/2?/43 ....................... . 

a) Howoo , Tboaao (Connecticut ): HMJr will no~ 
b.a••· ..... ... ........ 0 •••• 0 0 0 • •• ••••••• •• ••••• 

b) Burcoos-HMJr con•eroatlon- 5/2?/43 • • •••••••.. 
c) lcclea-BMJr conYereatton concern1n& cooperation 

ot f ederal BeeerYt Bank preel4tnte . .......... . 
l) Actual Ulegraao and acla>ovlo.en\s: 

Soo Book ~ pago 44 
Tboaao (Harold) congratulatoo HMJr on u w orcanhaUon 

plano - 5/28/43: .Book ~. page e2 
State ~1o1etratora and Chairmen reco .. ended tor 

cbaftCo b7 Graue - 5/28/43: Book m. pago 65 
2n4 War Loan llrho: 

Co .. orolal Banko: iceleo-HMJr otate•onto on Including 

Book 

63? 

or not Including In 2nd War Loan Dr1Yo ••. ..••••.•.• · · 
Gannett pub11abero and advertlolbg mAnagero: 1 , E. Tripp 

roport o on reoulto ot ad• ertl o1nc- 5/2?/43 •••.••.••• 

Paco 

23 

2? 
29 

31 

32 
32 

39 
?? 

?3 

93 

9? 

108,114 
113 

152 

156 
162 

166 

. .. • 

1?0,l?3,l?e 

184 

Regraded Unclassified



- 'I - (ConUnued) 

'llnanclnc, Oonrnatl!lt (Continued) 
Yar S.TiDII .Bon do ( Cont1Duod): 

2nd Yar Loan llrln (Continued): 
A4vortlolng: Bankhead blll to roqulro ~endlturo 

Of $215 allllon )'e&rl)' for ftiVIp&j)Or adTOrtlolftC 
ot GoYeruaent War :Sonde 

a) HMJr'o oppooltlon o~rooood t o Obalrman, 
Sonato Comolttee of Renklng and OurronC)'-
5/27/43 ...............••... .•... ........ . . 

Co~1~i:i~~~~ .~~~~~.~~~~~~~.~~~~~~.~~~~~ · ~··· 
'lorol&n i\>~4• Control 

L&•"'d l'reroo: Prank .UtochW.'o connoctlon outlined in 
Pnul lloaorandUlD - 5/27/43 ...•.•• .. ....•.••.•...•.... 

a) Con!lrenco; preunt: HMJr, Paul, and Pohle .... . 
b) 0. Chaabrun. l!011•: lllograpbT- 5/27/43 .•.....•. 
c) Da-rl4-Yolll (Plorrt,t coa!orenco vl t.h '!raaour)' -

6/ll/43: See .Book §:!1, P&c•• 66 and 67 
d) .Utochul con!oranco vlth Troaourr - 6/9/43: 

llook .§iJ., paco 66 

- G -

Gannett, J'rank 
Soo J'lnanolng, Oonrnmant: Yar SaTlnCI .Bonde 

(2nd War Loan Drlvo) 

- H -

Rev•• · Thom&e 
Soo Financing. OoverOJilont: War S.vlnco Rondo 

(Organl~&tlon Plano) 

- 1 -

Innatlon 
Cbootor DaTlo plan to control reported ln Vall Stroot 

Journal ao oppoood b7 '!roAIUf1; J'red SaUb rejocto 
tblo - 5/27/43 ••.............•...•.....•..••• .. ..•.. 

a ) Davlo letter to Paul - 5/28/43: Soo .Book ~. 
pace 79 

ltal7 
Soo 0!!\co ot Porelgn l!ellot and Roht.bllltt.Uon 

..; L -

Laaard frtrte 
Soo lorolgn J'undo Control 

Lond-Loaoo 
Xzoout1TI roportl &0 Of ~rll 30, 1943 ••••.. • ••••••••• 

- N -

llovopapor Mnrtlolng 
Soo 1'lnanc1Dg, Oo•ornaont : Yar S.Tln.al .Bonde 

( 2nd Yar toe.n llrln ) 

.Boot Pac• 

637 187 

1911 

144 ,148 
141 
201 ... • 

123 

82 

Regraded Unclassified



- 0 -

Ottlco or rorolcn Relief and Rehabilitation 
Bud.ctt. and. t 1t.uat1on vitb r e ep eet t.o Sta t e Depa.rt a.at 

dl oouoood b7 HMJr and Lohaan- 5/26/ 43 •.••..•••.••••.• •• 
ltal1 : 1'roaour7 a eked b1 Lohaan to cooperate In plano 

tor r oller - 5/27/43 ..... . .......••..•..•.......•....... 

- p -

Poot-War Plannl nc 
Currency Stablll&atlon: VIner'• •two Plano tor International 

Honotar1 Stabilhat too • •..•..••••.•••.....••.•..••••..•• 
Procurtlltnt. D1v1 e1on 

!o clear tbzoutb Aoelotaot SecretaT)' SulliYan- 5/ 27/43 .•. 

- R -

RtYIDUI Re v1a 10D 
BaYoouo Bill of 1943 : 

DoQ&bton-HKJr conYereatton on preoont otatuo - 5/26/43 .. . 
B1rn••' conference vith 1DR dltcutte4 b7 BMJr, Paul , 

Bloutb. and Surrey - 5/27/43 . .. .•. .••. .....•. . .•.. •.. .. 
a ) Rooonted by HMJr 

Poaroon (Drew) oupporto IDIJr - 5/26/43: Soo Book ~. 
pace 5 

- 'I' -

Taxation 
Set Re• enue Be•la1on 

'l'rlpp. r . .1. 
Soo ltnuC11lg, Clon ruont : Var Sutngo Bondi 

l 2nd Var Loan Dr!Yo) 

-' -
finer, Jacob 

Soo Poot -Var Planni ng : Currenc1 Stabili sa tion 

look Pace 

637 1 

206 

81 

118,120 

5,12 

126 

•• • 

Regraded Unclassified



JOCJr: 

Operator& 

HMJr: 

Gov. Herbert 

Hello. 

Governor Lehman. 

Hello. Hello. 

May 26, 1943 
10127 A. k. 

Lehmani Hello, Henry. How are yout 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

Ll 

HMJr: 

L1 

HMJr1 

L: 

HMJr: 

L: 

IOCJr1 

L1 

HMJr1 

Ll 

IOCJrl 

L: 

I 1m all right, Herbert. 

How is Ellie? 

Sbe had a good night. 

Good. I know the- the night before last wasn' t 
ao good •• • • 

No • ••• 

•• • . I understand. 

.•• . but l ast night was be t ter. 

Good. 

Herbert? 

Y~a. 

Your- tbere1 e a meet ing or the Budget, I think, 
at t wo-thir ty . 

That's right. 

And if you could find aome way to - to see Harry 
White, I think he could be helpful to you. 

I ' m aura - (laughs) I wae Just trying to get him 
on the phone th1a minute .••• 

Oh, you have? 

•••• as a metter or tao t . 

Because he wa.e at the houae last night a.nd I gave 
him eome or the background ••.. 

Uh huh. 

1 ...... 
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HMJr: 

Ll 

IIMJr: 

L: 

IIMJr: 

L: 

HKJr1 

L: 

IIMJrl 

L; 

!01Jr1 

L; 

liMJr; 

L1 

HXJr1 

L; 

L1 

liMJr: 

- 2-

••• . and he eaid, 1 If Governor Lehman had only 
told me last time I could have been auch more 
helpful becauee I didn't know all the new 
answers.• 

Yeah. Well, I wee juet t rying t o get him. Have 
you had the ohanoe in reading the memorandum vhioh 
he- he's going to be submitting? 

Yeah. 

Well , or course, that •••• 

Yeah. 

••.. that just •••• 

Well, I •.•. 

•• •• i sn ' t a coordinati ng committee ; that 1 a an 
absolute operati ng ooiU\1 ttee. 

\fell , Harry' s very much OpPoeed to i t and I think 
he could be helpfUl to you. 

All right. I'll- I 1l l get 1n touch wi t h him. 
t rying to get him. 

All right. 

But 1f - 1f thia thi ng - 1t thi s thing w.ent 
through ••• • 

Yeah. 

2 

. .. • 

• •.. why , the department would take over operat1one 
tor every one or the agencies •••• 

Well, Herbert ••• •. 

• •• . everything • 

•• . • whet happened to the letter- the last letter 
the Pres ident e1gned7 

To met 

Yea. 
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L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

I!MJr: 

L: 

HMJr: 

L: 

HMJr: 

Lt 

HMJr: 

Lt 

HMJr: 

La 

IDCJr: 

L: 

HMJr: 

- 3-

Well , apparentlY he - he eisned ano~er one 
to the - to the Secr-etar-y. 

No , but you told me about the tour--page letter-
he s igned to Hull. , 

Yeah. 

You told me about that. 

Yea, I dld. That1 e right and I gave you a copy, 
I think. 

3 

But at thle laet meeting - I mean no one seemed • 
to be cognizant or the tact - ot - about the lette:P ~ 
the President sent to Bull. 

No. I think that wae held up. I went to see the 
President •.•. 

Oh • 

••• and told- and aaid that this thing would take 
the- all operating authori ty out or the- out or •.• 

Yeah • 

••.• our organita tion and out ot every other agency, 
ae a matter or t act. And he eeid he was going to 
go into i t turother a.nd in the meantime -- and I 
was to te~k to Hull -- and in the meantime nothing 
wsa done under that l etter. 

They ueed the tirat ••••• 

But nov, ot course, thie memorandum, I think ia 
being prepared t or eubmieeion to the agenoies •••• 

Yeah. 

•••. under the authority or that let ter. 

Yeah. Well , I - I - I - it you oould, aay get 
White, I ' m sure he 1ll be helpful. 

All right. Fine. I'm - I'm Juet - I J ust put in 
a oall tor h.im thia minute. 

'lbanlt you. 

Thank you very suob. 

Good. bye. 
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L: Goo dbye. 

4 
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Regraded Unclassified



oo - Randolph Paul 

Operator : 

HMJr: 

Oong.llobert 
Dough ton: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

I!MJr: 

D: 

HMJr: 

D: 

HXJr: 

D: 

RXJr: 

Go ahead. 

Hello. 

Mar 26, 19~3 
lOt57 a.a. 

Hello, Henrr. How are rou' 

Oltar. I called r ou about 9 :00 o 'oloclt reeter­
da7 aorning. I don ' t know whether r our orrioe 
told J OU. 

8oaebod7 ea1d that r ou aa1d that rou were in 
rour ottioe - did - did not t ell ae to call, 
but rou aaid that r ou were in r our otrioe it 
I wanted to oall r ou. 

That'e right. 

And I wu ao buay - I didn 1 t have allfthing 
epecial. 

That's right. 

I talked with Byrnea about the tax situation ••. • 

Yeah. 

•••• and I Juet- Juat wae in a s t rait-Jacket 
all the tiae. 

Yeah. 

The oonterenoe ia going t o aee t again, r ou 
Jtnow, and we're having Juat a terrible tiae. 
A awearin' aan would ••1 it waa an awtul 
ttae. 

Yeah. 

And I Juat - I thought I'd oall r ou up and 
eee 1! I wae atill on pleading teraa - I 
need to be on prar1ng ground• with rou anr­
how. 

Well , I kind or reel lett out or it all, but -
eo I reall7 don't know Where we in the 
Treaau17 are at. 

5 

•• • 
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D: 

HMJr: 

D: 

I!I!Jr: 

D: 

HMJr: 

D: 

RMJr: 

D: 

RMJr: 

D: 

RMJr: 

D: 

RMJr: 

- 2 -

Well , I didn ' t know about that. I - it 1 a been 
one ot the moat bitter experi enoea I 1Ye e•er 
had in •1 lite, but i t 1 a got to whefe I'a not 
soing to lUke anr apologr ot wha t I n done. 

Yeah. 

I t I make a mistake, wbJ, I alwaya have to take 
the reaponaib1lity or it. Tbere ' a nothing in 
the world that 1 e more- greater pain to me 
reall7, ot couree, than to not do the thing• 
that I think that 70u up there want done. I 
didn't know - when it caae down to the laet 
anal7eie, we either had to take - we got - what 
we got or take nothing. 

Wall • ••• 

Now the Treaauey hae taken the lead in the A4-
a1niatrat i on about a collection at the eouroe 
and withholding tax. I didn ' t etart that, but 
I have been trying to work wi th the Treaaur7 
to get eoaeth1ng. 

Well •. • • 

We Juet got to where we bad to take thie or go 
baok and get something woree or take nothing. 

I Well, what I d like •.•• 

That'• all there wae t o it, and we got all we 
could in •••• 

Well , t or better or worae, the tat ' • in the tire 
now. 

Bow'a that! 

For better or woree, the tat ie in the tire, but 
the thing -- we down hare reel Yery etrongly, 
and I'd like to have a chance to talk to you tbia 
week about 1t -- 1e we've got to get more revenue. 

Well, I'd be glad t o e1t down and t alk with you 
and Mr. Paul, or 70u any tiaa •.•• 

Well, now when .••• 

6 

... • 
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D: 

HMJr: 

D: 

HMJr: 

D: 

!lliJr: 

D: 

HMJr: 

D: 

!IMJr: 

D: 

HMJr: 

D: 

D: 

HMJr: 

- 3-

•.•. about the Whole situation. 

Well , nov when oan ve do that, baoauae ve - ve -
ve deeperately need aore revenue. 

Vall, we weren't getting- lf you don't get thia 
bill, this withholding tax, or oourae, you're not 
going t o get •.•• 

Yeah • 

.••• more revenue right nov. 

Yeah, but I mean • • • • 

Suppose you - I don't know Jus t What we're going 
to do, and the thing i e ao co• plicated I' d be 
glad to ei t down and talk with you, and I think, 
to tell you the t ru th , it ve ti t down t or a 
practical talk abou t i t wi th the hope or working 
out aome results •.•• 

Yeah. 

•••• and working together that i t 'd be well to 
have Senator George and others that are - help 
to carry the load. You may want to have a talk 
with me tirat but •••• 

Well, when - I - I was •••• 

I ' ll Juet have it - I' ll Juat do it any way you 
aay. 

Well, do you think be t ween nov and Friday noon 
ve oould do it? 

Yeah, I know ve could, and if ve don't • ••• 

Wel l , couldn't - oouldn 1 t e1 ther at th1a end or 
at your end, couldn' t we have- maybe get .to­
gether tor lunoh tomorrow? 

Well, · I don ' t know Jus t what we'll have up in 
the Houae a t lunch-time. It you'd come down 
here, we can. 

I'll oome up there. 

7 

.. • • 
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D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

lOIJr: 

D: 

- 4 -

Yeah, I 111 have lunch brought up and - wbo 
d o you want to have at t hat oonterencat 

Well, I - I agree with you. I think that George 
ought to be there. 

Well, I ' ll have to tiret find out i t he oan 
ocme, you know. 

Yeah. 

It you and George will be my gueete, I 'll invite 
you- nov he's got up- th1a Reciprocal Trade 
over there, you know. 

I know, but •• • • 

They're go ing on wi th that, and I don ' t know 
whether he can get ott at that time or not. I -
I Juat don ' t know. 

Well - well, would you f ind ou t t 

Yeah, 1111 be glad to find out. 

And • • •• 

And it we can't ge t together t or lunoh, vby, we 
aight ge t together- we ' re going to •eet tomor­
r ow morning at 11:00 o'olook to go over thia 
oonterenoe report, and before - go over i t , you 
know, before we til e it •••• 

Yeah. 

•••• and I'm hoping to br ing that up- well , 
l'riday o r Monday, one. 

Yeah. 

I don ' t know Juat whioh, and •••• 

Well, i t •• •• 

I ' ll be glad to talk about the whole si tuation. 
We Just got to thia, Henry - we Juat got to 
th1a, and I oouldn1 t, after straining myeelt one 
way or the other, I oouldn' t take the full 
reeponaibility t or taking a poaition that would 

( Cont1 d.) 
Ill 

8 

.... • 
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D: 
(Coot'd.) 

HMJr: 

D: 

HMJr: 

D: 

f!II.Jr: 

D: 

HMJr: 

D: 

f!II.Jr: 

D: 

f!II.Jr: 

D: 

HMJr: 

D: 

HMJrt 

D: 

- 5-

kill a withholding tax t or thia Congress, and 
that'• what it maana •.•• 

Weli. .•• 

.•.• it they wouldn ' t t ake this , wny , they'd 
aand 1t back to ua and ine t ruct ue to take 
aometn1ng better, which I knew the President 
would veto •••• 

Well •••• 

••.• I knew it •••• 

Well, think thh o•er •••• 

•••• he wouldn ' t take th1a, vby, be wouldn't 
take something woraa. 

Bob' 

Xu. 

Think th1a over, poae1bly, that 1t we were 
going to get toge ther t omorrow, and as tar ae 
lunch ia concerned I'd be glad to be boat -
and on the H1ll it that vaa poaa1ble - why 
no t have Vandenberg and Xnut aon there' 

You mean nov to talk abou t fu ture taxes' 

X up. 

Not to talk about tb1a b1ll' 

No , not a bout th1a bill. I mean tuture taxea. 

Well, don't you reckon it would be better­
we'd be in a bet t er poa1tion to know abou t 
that it we knew what the at t itude ot the 
Treasury ia go1ng to be a~out this b1ll' 

Well, I - I - I •••• 

Or v111 you be in a better poaition on what 
you're going to do it you knew wha t we were -
could do' 

9 

. .. • 
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HXJr: 

D: 

IIMJr: 

D: 

BICJr: 

D: 

IIMJr: 

D: 

IIMJr: 

D: 

BICJr: 

D: 

BICJr: 

D: 

HMJr: 
I D: 

BMJr: 

- 6-

Well, I - I could - I - 1117 own thinking would 
be coneiderably oleered if I knew whether or 
not we could get another r evenue bill through 
the Oongrese. Juet forge t about tbi e bill. 

Whether we can get one thr ough, Henry, in 
time •• •• 

.•.. a t ax bill • • • • 

Whether we can get one through in tiae to aake 
it a pply t o tbie year'• income, I don't know. 

Well. ••• 

You - you know how alow these tbinga a re. 

Well. •• . 

I t we get a collection at the cold source now 
and get it etarted, • hJ , i t wouldn ' t aake eo 
auch difference if you didn't and had - if we 
went en like we are, and then imposed a t ax 
a t the beginning of the first of next year 
you wouldn ' t gain a revenue until - - it you 
didn' t have withholding tax -- until '45. 

Wel l , why don 't you call •.•. 

'lba t ' s the reason - that ' • Wha t - that I wee 
so vorri ed about. 

Why don 1 t you talk with Walter Oeorgei I 1 d 
very auch like to eee you and Val ter George 
toaor row. Rot about the bill, but about ad­
d1 t1onal taxe e. 

I underetand. 

And you 1111ght aek him ahould we have Vandenberg 
and I nuteon present. 

Yeah. 

Bee' 

I 'll do that, and if •• • . 

I can do i t any time toaorrow or any tiae 
J'riday aorntna. 

10 
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Well, it we could - Friday morning would be a 
good t ime, it we don ' t have to get up this con­
t erence report. It we get it up Friday, why, 
I'd want the morning to prepare tor 1t. 

All right. Well , any t i me tomorrow •••• 

Well, sea it we can make it tomorrow. It not, 
why- it we 're not going to bri ng up the con­
t er ence report i n the House , we can certainly 
do i t Friday mor ning. 

11 

And any t ime.... ,_._ • 

Have you frovided - provided Geor ge will , and 
it not, I ll accommodate mJtelt any t ime it 
sui t e you and him. 

Well, the taxa• have to originate i n the ~use, 
eo .... 

That ' s true, but I wanted to see it we can't get 
a - an understanding about i t on the main points 
before we start it. Ir we don' t, i t will work 
us to death and get nowhere. 

Well, would you- would you talk to Wal tert 

I' ll call Walter right now, and I'll call you 
back. 

That'd be tine. 

That ' l l be tine. I'll call you back, Henry. 
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11:12 A. X. 

Hello. 

Mr. Doughten calling. 

Olr.ay. Bello. 

Hello , Benryt 

Yea, Bob. 

I Juet tallr.ed with Senator George ••.•• 

Yeah • 

•••• and he eaid that the aooneat 
could get to the conference with 
me-- and he thought 1t wae beet 
us three t iret ••••• 

Yeah • 

that he 
you and 
tor Just 

•••.. would be Friday morning at 9:30. 

Yeah. 

It you can come down to the Way& and Means 
Comml t t ee room 1n the Cap1 tol, 1 t ' 11 suit 
better. It not , we'd come to your ott1ce. 

E1 ther way. 

Well , it'd auit- i t ' d ault hie a little 
better down here, but either one you eay. 

That's all r i ght. I'll- I 1ll come there. 

You lr.now where it iat 

I can tlnd it. 

Well, i t ' a on the eeoond floor there. You ' ve 
been up there. 

I • ••.. 

On the way - on the second floor. Just go 
1n the House aide there. I t ' s right nex t to 
the Bouse .entrance, you lr.now. 
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Row ~ I - do you want a e to coae alonet 

Well, Juet ae you eay about that. I 111 
have - we'll have nobody but George and 
ayeelt. 

No. Well, I mea n I didn't know whether 
yqu 1d want me to bring Paul or not. 

'lfell, tha t'll be all right. I 1d have no 
obJection and I'm eure he wouldn ' t • 

Well , I 1d kind ot like •• •• • 
I thlnlt that would be all right, to bring 
Paul and nobody elae. 

I 1d like to bri ng Paul. 

Well ~ that will aui t me. I'll t eke the 
respona1b11ity that that ' s all right. 

All right. Nov nine-thirty •• •• 

Nine-thir ty . 

• •• • Way e and~• ·• 

And Paul knowa exactl y where i t is. They're 
i n the 'lfaye and Meana Committee rooa in the 
Capitol. 

Yeah. 

They're on the eecond - Paul 1 a been there 
torty t iaea. 

Can we go there wi thout getting publioityf 

Well, ct oouru , it 1 a not certai n, but it 
you dld, i t vouldn 1 t breek up the plan ot 
salvation, would i t t 

Mo. 

I don' t think eo. 

All right . 

13 
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I th1nk you can drop i n :here verr well 
without it, but it not , why- at that time 
I don1 t think the newepapere are hanging 
around there. 

Well, it it1ll suit you tellowa a little 
bit better, I 1ll be glad to come there. 

Well, that 1 e what he said. Either one would 
suit me , but it i t auita you much better we 1ll 
come down there. 

Did he- aay - did he - did George say that i t 
would aui t h1m a li ttle bettert •' • 

Tha t 1 e wha t he aaid. 

Well , then we 1ll do i t that way. 

He 1 e ~ot th1& Reciprocal Trade yet and he 1 e­
I don t know juat ••••• 

All right • 

• • ••. he 1 a tied up on tha t. That ie wha t he 
a aid. 

Okay, 

Al.l right. Thank you, Henry. Friday morn.ing 
at nine- thirty? 

That' a right. 

Thank you. 
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FINANCING - ORGANIZATION PLANS 

Present: Yr. Bell 
Ill'. Gaston 
Jlr, Gamble 

liar 26, 1943 
ll:55 a .m. 

H.W. JR: Bell, you are a pretty good reporter. 
Do you want to tell them what happened? 

WR. BELL: We had an hour end a halt with Ill', 
l!oclea. The Secretaq told hilll about the wa-r he was 
thinking, how hard he tried to get together with Allan 
Sproul· and found it impossible, and so after thinking 
it over with the group here he came to the conclusion 
he would set up the kind of an organization we have 
been discussing. 

Eccles said that he was hoping that we could get 
together on a Federal Reserve basis, that they had all 
done such a good job in the last campaign; that there 
were one or two instances which probablf needed to be 
straightened out, but that he was hoping that we would 
still keep the organization that we had the last time 
at the top, consulting with the War Sevings Staff; that 
ther would set up the State organizations to tie in with 
the Federal Reserve channels. 

But to make a long story short, he said that if the 
Secretarr had decided on this other he felt that he had 
had his day in court and at least he was satisfied that 
he had had plenty of opportunity to put up their case. 

I don ' t know - there are a lot of details. 

H.K. JR: I felt that he was kind of trying to swing 
me around there. 

15 
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~. BELL: He felt they would still like to get 
together, no doubt about that. 

H.K. JR: I left it fairlf definite that I was 
thinking hard all the t l..JQ. 

l.!R. GAKBLE: Did I understand you to say he hoped 
we would continue the same operation we had in April? 

16 

l.!R. BELL: Continue on the basis we had i n Apri l 
but perfect the organiu.tion underneath. He meant ~ • 
through the Federal Reserve S,rstem to make it one or­
ganization - bring the War Savings and the Victory Fund 
committees together under the Federal Reserve S,rstmn. 
He thouldlt it was important that the Federal Reserve 
S,yst8lll lie in the picture, and he would like to see that 
organization perfected, like we started out discussing 
last Friday. 

But he said that if we deoided to go this other way 
he knew that the Federal Reserve S,rstem would cooperate 
with the Treasury in every way; that there isn' t muoh 
that they can do other than be in an advisory capacity. 
He doesn't think that they can serve on any committee or 
e.nything of that kind because you would have in some cases 
four or five administrators or managers of States in one 
district, but they would be willing to do anything they 
could. 

He did suggest in connection with the splitting that 
you might want to put with the banks the mutual savings, 
insurance, brokers and deal ers - probably the financial 
insti t utions in that group - and leave on the other aide 
the individuals, trusts, and so on. 

:I.!R. GASTON: I think that ia feasible. 

H. K. JR: Then he got onto the statement - who waa 
he going to have working on the state11111nt? 

MR. BELL: Thurston. He would like to get out such 
a st atement that would get over this difference that we 
had and show that we are i n complete agreement on thia 

Regraded Unclassified



- 3 -

organization, that in conjunction or in conference with 
the Federal Reserve Board we came to some understanding 
that this will be the organization. 

He wanted to put in some sentence about the Federal 
presidents being overworked and probably this was better 
to relieve them of some of this responsibility other than 
the one of being advisor to the Secretary on the types of 
issues, types of financing, and so forth, as they had been 
in the past. 

WR. GASTON: This is promotion as distinguished from 
the type of financial advice they give. 

B.Y. JR: I said that you would handle th11t thing for 
me. I suggested you (Gaston) draft one and that they 
draft one, and you can get together. 

Herbert, I think that you might sort of begin draft­
ing - have something to look at at lunch time - you and 
Fred Smith. · 

And one thing he said, "I think we have to watch 
our step." I didn't quite get the significance of it. 
He said, "Of course i f this happened we would just have 
to dismiss all of the people on the Victory FUnd, just 
disband. " 

Isn't that what he said? 

liR. BEU.: Yes. 

H.Y.JR: I said, "I don't know what you mean. • 

He said, "After all, we got them all together. • 

I said , "No, that isn't quite correct. After all, 
George Buffington got them together . • 

WR. CWlBLE: I told Buffington we shouldn' t dismiss 
any of them. 

17 
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H.Y. JR: So I think - there is a little something 
I didn't quite understand. I think that whatever ia 
done, these people all should be notified just to st41 
at their desks and that within a reasonable time it 
will be explained to them. 

MR. GAidBLE: 'nlere are a hundred and fifty permanent 
employees. 

H. l!. JR: I think it should be explained to them 
that in time - I think that should go to the head of 
the Victory Fund co.DIIli t tee , ' 

MR. GAMBLE: From you to the twelve presi dents Of 
the Federal Reserve banks to advise those people. 

H.!£. JR: Something so they don ' t get a cold dismissal. 
Eccles talked like, "All that ' s left is for the Federal 
Reserve bank presi dents to t ell them they are through . " 

MR. BELL: He meant the Victory Fund organization as 
such would now disappear, that aeything you want you will 
have to pick up. · 

H. l!.JR: He was very much - I think at the least 
weakening on my part he would have tried to get together. 
But I told him very quietly, "I just can 1 t sit here from 
no" until Labor Day argui ng." And he agreed this morning 
that we shouldn't have to argue. 

He says, "You can set the thing up over the tele­
phone. • I sn't that What he said? 

MR. BELL: Yes, It would be a little difficult. 

H. K. JR: I tell you, gentlemen, I told Eccles I 
nenr thougJ!.t of aey thing more carefully, I said, "I 1111 
willing to faoe this thing. I 1111 willing to take the 
whole responsibilit.r, with the help of everybodf here I 
oan get. It would be much more - be terr ibly n1ce and 
easy just to say to the twelve Federal Reserve banks, ''nlis 
is your respon.sibili ty, go t o it.' • 

18 

.. 

Regraded Unclassified



- 5 -

Now, this may seem digressing & little, but I have 
been following very closely what hu been happening in 
OPA when something goes sour. 

Did you see George Haas' weekly report? 

KR. BELL: I got one. I h&ven' t read this l&st one . 

H.ll. JR: I read it. IYhen you see wha t c&n go wrong 
in &n organization like th&t &nd it begins to go dawn hill 
it just scares me to de&th. 

Well , we &re in pretty good shape - got plenty of 
time to get re&dy. These people wi ll not desert their 
Treasury, their Government . I &m not too worried. I t 
is going to be hud; it is going to be tough. 

MR. GAllBLE: A lot of work, but we can do it. 
is work we should have been doing, anyway. 

H.M.JR: So it was a very ple&sant meeting. 
was nothing approaching acrlmonious--

It 

There 

MR. BELL: No, very good meeting - very friendly 
meeting. 

H.V.JR: But I was firm, w&sn't I? 

MR. BELL: Yes. 

H.V.JR: Not too fi~, but just stuck- -

YR. BEll.: You told hill wh&t you had made up your 
mind to do, and he accepted it, I think, without t rying 
to argue you out of it. 

H.W. JR: He brought up Burgess , and so fort h. Wel l , 
that is that. 

I was pleased at his attitude on the publicity, and 
most likely I will have him here when I give out the 
statemant. 
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MR. BELL: 
though you are 
know. 

I don't know. That me;rlook tunny, as 
trying to cover up something. I don't 

MR. GAMBLE: It is more or lees of a joint state-
ment. 

H~.JR: He said the statement would read, "In 
consultation with the Federal Reserve the following 
statement is given out by me. " If you don't have him 
here the;r will run over there. 

l!R. GAJlBLE: I think it would be ver;r sart to 
have him present when you give Qlt the stocy. 

You are a newspapermen, Herbert. You know better 
than I. 

MR. GASTON: I think it would be good. 

MR. GAMBLE : I think it would ~e very wise. 

H.Y. JR: I think just the opposite, Dan. I think it 
shows they have nothing to cover up . 

MR. GAMBLE: If you are in a position now to make 
up your mind as to how much you do want them to handle 
and I see no reason from Qlr point of view why they 
ehouldn' t han.dle insurance oompanie s, mutual snings 
banks, brokers and dealers - it might be well to make 
that a part of your statement. 

H.V.JR: It would be. 

MR. GASTON : Insurance companies and other finan­
cial corporations. 

MR. GAMBLE: It seems then more like a partnership. 

H.U,JR: It wouldn' t be, for instance, General 
l!otors. 

20 
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UR. GASTON: Strictly- -

H. l4. JR: But mtual savings and--

MR. GASTON: Insurance companies and other strictly 
i'inancial corpora tiona. 

JdR. BELL: I don ' t know where you draw the line. 
Insurance companies aren't financial institutions. 

I.!R. GASTON: No, they are not. 

!.!R. BELL: It really boils down to--

MR. GASTON: But investment houses, brokerage 
houses, and so on, I suppose are financial institutions. 

MR. GAMBLE: They like to keep the brokers and 
dealers in this. 

MR. BELL: 
be controlled. 
the banking. 

MR. GASTON: 
included in that 
separately. 

They really belong there - they need to 
Dealers and brokers had better come into 

The list of financial institutions is 
New York memorandum. They set them up 

WR. BELL: That will have to be thought of a 
little, how you are going to word that. You can word 
it in s0111e general way now, but when you draw the line 
it is difficult. You want to avoid overlapping and 
confiict. 

H. l4. JR: I think just what Ecoles said - the 
mutual savings, insurance oompanies, and brokers. 

MR. GASTON: Yes. 

MR. GAlmLE: That is right, dealers and brokers. 

l!R. BELL: And stop there . 
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H.Y. JR: He said Government bond dealers. 

~. GA&~N: Dealers in Government securities. 

H.M. JR: That is wha t he said, to atop there. 

l!R. G.UmLE: That is where I would stop with it 
because that is clean-cut and leaves no room for 
fuzziness . 

H.ll. JR: All right. 

22 
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Present: Kr. Bell 
)(r , Gaston 
)(r. Eoolu 
)(r, Ransom 
Mr. Sr.ymozak 
Kr. Enna 
Vr. Draper 
Kr. Willi ame 
)(r. Young 
)(r, KoKee 
l(r. Fleialng 
Wr. Leach 

Ka;r 26, 1945 
2:40 p.m. 
(Chart Room) 

H.Y.JR: Gentlemen, I asked you to come over - I 
think it was Frida;r, a week ago, that we met here first 
in the morning and then in the afternoon, and wi th not 
ver;r happ;r reaulta. Then I had to go up to New York 
tor personal reaaona and I uaed that opportunit;r to 
have two veq l ength;r talks with )(r , Sproul, and I 
think both of ua did everything that we could do, seeing 
things the wa;r we do, to tr;r to get together. But we 
couldn' t get together on ;rour formula and we couldn' t 
get together on 111 formula, unfortunately, and I think 
we both made an honest effort. 

So I feel thia way, that we are at war; we have 
got enough anelliea outside !merioa without having a 
lot of fighta go~ on inaide; and that if I attempted 
to go around and vlait each of the twelve preaidenta, 
or if repreaentativea of the Treaaur;r did, I feel it 
would onl7 aggravate thia aituation and it might con­
tinue for aonths, which h somethl.ng that I am sure 70u 
don•t want, and I know I don't want. 

We have got a lot of thinga to do, You gentlemen 
have got a lot of things to do. I feel that we can 
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help each other and we oan do it wi thout ~ asking the 
Federal Reaene to take ~ formula, or ~ taking your 
formula, and simply do it by our going ahead, setting 
up these State organizations,and usi ng the best men and 
women in each community, irrespective of their connec­
tions, and with the contl.nued support in each coiiUDilnity 
of the Federal Reserve Board and the presidents, which 
I am sure I can count on, The only difference is that 
you gentlemen wi 11 not - I won'· t hold ,you re sponsi b!e 
in your district, but I certainly would look forward 
to consulting with you frequently. I hope you t ake as 
much part in the local drive as you have tiae. I cer­
tainly would expect the State ohail'llen or managers to 
consult with you, get the benefit of your advice, and 
I would look to the S,ystem to handle the aale of Federal 
securities to t he banks, insurance companies, and dealers. 

Now, that is really the result o~ an hour and a 
half's talk wit h 1{r. Eccles this morning, and I think 
that I have fairly and accurat ely reported i t , haven't 
I? Ia that fairly accurate? 

MR. ECCLES: That ia right . That ia the high spots. 

H.M.JR: After an hour and a half's talk. I simply 
feel we can go forward this wa1. We wi!l do ever~hing 
we oan to sell as many securit1es aa possible to llldi­
viduala . That is a thing that every bod¥ wants to do - aell 
aa few to tbe banks - and you people oan assist us greatly 
in the communities . 

I am sorry we couldn' t get together on the other 
basia, but I am really afraid that it we prolong thi• 
thing, it will be Labor Day and I won't have any organi­
zation, and I will have a lot of aore spots and· heart­
aohel , which I can't afford. There are a great many 
things the Syatem oan do for u1, and I hope they will 
continue to do for us . 

That, gentlemen, ia ~ little speech. 
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MR. McKEE: Mr. Secretar.y, you made a statement 
there that would indicate that you came to thia position 
because of lack of time to get around to the twelve 
Federal Reserve Banks. You didn ' t mean it that way. 
You came to the decision - that wasn't any part of your 
bringing you to the decision you made? 

H.K. JR: No. What I meant was tnis. If, after the 
experience I went -through ill New York, you see, where I 
got nowhere - and I am saying that Sproul has his honest 
beliefs - sincere - and I l ike to think I am - and I got 
nowhere - well , supposing we duplicate that in eleven 
other districts. I don ' t mean the time , but the time 
isn' t enough. I t would take so long t o do it that I am 
afraid Labor Day would be on us and we wouldn't have any 
organization. 

MR. McKEE: I still don ' t think - what I wanted to 
know is whether that was the condition that brought 
about your deciding on this preeent program, the amount 
of time it would take t o go around - a question of 
whethe r that couldn' t be eliminated. 

H.M.JR: Do you want t o go i nto t he whole - I 
will answer any question. I mean, that i s one factor. 
I was hoping we would let bygones be bygones, but if 
you want me to give you more reaaons--

WR. McKEE: It just seemed to me you put it on a 
basis as a lack of time, as if we had imposed some con­
dition or something you had to do in order to- -

H.M.JR: Well, there was that. I think I am quoting 
it correct ly, so much has happened - the proposal was put 
up to me that either I or somebody from the Treasury 
would have to go into each dis t rict and try to satisfy 
each bank president before I could get an answer t~at 
they would go ahead. I think that i s correct. If not, 
somebody can - I think that that ia correct, 

MR. McKEE: It may be. That wasn' t the W81 I under­
stood it. 
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K.M.JR: I think that is correct. 

MR. ECCLES: I think, with this possible correction , 
that you made the suggestion , I think last Friday, that 
you would go to New York and discuss this thing wi th 
Sproul and you might go to Chicago, and then you would 
send your staff people to the other banks for the purpose 
of aetting up an organization, all this being on the 
assumption, however, t hat a program had been accepted and 
announced after you had been to New York. 

H.U.JR: No. 

MR. ECCLES: The question of the setting up of the 
organizations in the districts, it would be assumed that 
the Federal Reserve 'IIOUld go along, and then I repor ted to 
you on Monday, after talking the thing over with the 
president s and the Board, that the presidents all felt 
that inasmuch as they were not now chairmen of the new 
setup - they were chairmen during the drive, the drive 
is over, and none of them were chairmen of the new set­
up - t hat before they felt that they could say that they 
coul d be chairmen, they felt they ought to know who it 
was that they would have to work wi th as their sales 
manager. And on that basis you aaaumed - and you had 
reason to aaaume - that an announcement couldn't be made 
now, couldn't be made until after all of the people had 
had a chance to determine whether or not they could 
accept the chairaanship, depending upon the personnel 
that was selected in each district. 

I recognized on - it was either Wonday or Tuesday -
that that woul d not be practical to do that because, as 
you atate, you might go to eleven di atricta and work it 
out and the twel fth one you couldn't work it out with 
him and then there waa no program. 

WR. BELL: I think t hat i a where it turned. 

MR. ECCLES: That i s right. That i 1 where it turned. 

WR. GASTON: That i• right, Marriner. 
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MR. ECCLES: So 1 said, of course, "That isn' t 
practical. We have got to do" - what would have to be 
oone , of course, i t would have to be agreed to beforehand, 
and that seemed to be the breaking point . It didn ' t seem 
possible to agree beforehand because these preaidenta -
none of them wanted to be committed if you were going 
to remove their sales manager and give them somebody that 
they didn 't know or somebody they didn't want to work with. 

That is about where it got. 

llR. GASTOi 1 ~nder either plio it provided for con­
sultation and joint approval for selection of key persona. 

H.M.JR: That isn' t - 1 mean, ae long as McKee has 
raised it, it isn't ~at has been in~ mind--

M~ McKEE: The only thing 1 wanted was clarifica­
tion - not being in your !leeting - that the condition that 
you mention of having to go around to all t hese banks 
wasn't one of the stumblingblocke that made you make your 
decision on your present setup of organization for the 
future . 

MR. ECCLES: I think the particular stumblingblock 
waa that the plan that the Secretary presented did involve 
either acceptance of it as it was, . without knowing ~o 
might be selected in each district to work with the chai~­
man, and it was on that baaie that they couldn' t accept 
the plan . That ie really what it amounted to. 

H.M. JR: Let me tell you this, becauae what was in 
~ mind ian•t quite what waa in yours - &a long as McKee 
baa raised the question, and to demonst ra te the point -
you remember, you read me part of a memorandum which you 
had in ·your pocket but didn't give me, which agreed more 
or lese to what I had asked for, and then we talked about 
this thing and you said that you didn't want part of the 
presidents in and part out . 

~ ECCLES: That is right . That ie .what they had 
eaid. 
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H.Y.JR: And then to show you I still had it in 
MY mind when I saw Sproul on Friday beoauee I said, 
"Sproul, if I can sell you, it 1e up to you to eell 
the other eleven presidents becauee I just haven't 
got time to do it, nor have I got the strength." 
Then he came back Saturday and said, ~ell, look, Mr. 
Worgenthau, instead of doing it that way, would it be 
agreeable to you if the Board would sell it to them?" 
So I a till had it in 1111 mind that there wae no agree­
ment, and somebody had t o eell i t to 110mebody. 

Unless we could satiety - I mean, I didn ' t know 
whether aatisfting Sproul - but it wae etill in 1111 mind 
that all twel ve had to be satisfied or no deal, and that 
seemed to me like a lot of time and a lot of work. 

MR. McKEE: The only reason I raised the point , it 
did seem, the way you preeented this thing todar, that it 
wae a condition of which you made your decision on which 
way you would go. 

MR. ECCLES: I would say it was a factor. 

H.M.JR: It was a factor. I t was a factor as late as 
Saturday when Sproul, after talking to Ecclea - he told 
me he had talked to Eccles - he said, "Instead of asking 
ae to eel l the twelve, wouldn't you l eave it t hat t he 
Board do it. • 

KR. ECCLES: He talked to me Friday, not Saturday. 

H.M.JR: He asked if he couldn't leave it to the 
Board to do it. Again I said, "I haven't got the t ime 
or the energy to do it.• 

Does that clear up that point? 

M.n. MoKEE: The thing I didn't want you to believe ia 
that we couldn' t handle that kind of a thing for you in 
caee you made that kind of a decision, that couldn't 
necessitate you going from bank to bank. 
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H.M.JR: I never was told that the Board would handle 
it for me. 

MR. ECCLES: I don't think the Board would or could . 

H.M. JR: I never was told that the Board would handle 
it for me . 

MR. llcKEE: As far as trying to work with you and get 
their consent, it would save your time. 

WR. ECCLES: I mentioned to Peyton and Day, particu­
larly - if you recall, I said that I thought that the 
otherswould be easier to get together with, maybe, t han 
those two; that it seemed to me that i f i t could be 
determined whether or not you wanted to make changes 
in the managers in these various di stricts - if there 
was no change to be made, you could indicate that over the 
telephone, for instance . If there were changes to be 
made you could--

H.M.JR: You said that this morning. 

MR. ECCLES: I said that on Tuesday morning, too. 

H.li.JR: On the telephone? 

WR. ECCLBS: I said i t to f OU Tuesday morning when we 
were in a discussion with Herbert, and I mentioned this 
other fact as one of the diff iculties. That was when 
Gamble was proposed, f OU will recal l , as the manager . I 
said that was going to make it doubl y difficult because 
the Reserve people had felt that he waa pro-War Savings and 
anti-Federal, and that they didn ' t know him and that there 
possibly wouldn't be the confidence, and it would be doubly 
difficult to get them to accept the program and not know 
who their manager was going to be in each district, it 
being left - they felt, at least, that Gamble would have 
a lot to do in the selecting of the manager, and that 
would make it doubly difficult. Didn ' t I bring that out 
on 1'uesday? 

J.IR . BELL: Yea . 
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MR ECCLES: Of course, the experience with Sproul 
had more or leas demonstrated what I saw at the time would 
be the difficulty; that is, to take Gamble aa their bosa, 
so to speak, because be would be the director and they 
Muld take instructions from hlm as the chairman in the 
district, and likewise, to let the manager go that they 
had worked wi t h for maybe a year - to hue to break in 
some new man that they didn't want -unless that bridge 
could be crossed right to begin with it wasn't possible 
to accept your program. 

ILR. WILLli!iS: In any event, llarriner, time ia an 
element in the problem, &Yen though there may be other 
factors of greater importance, because the eYidence is 
already coming in from the field that those who are 
participating want to move into the next drive, and I 
think that any considerable delay would militate against 
the succese of the effort. 

MR. ECCLES: That is what you (the Secretary} said. 

UR. SZYMCZAK: On the whole, we have been advised 
by the chairman on all the details. 

H.M.JR: I am sure you have, but I simply felt -
well, this is so important, and I felt that I wasn't 
asking you a nry big fuor to come over and sit down with 
me. 

ILR. SZYMCZAK: Tickled pink to come over and be 
here . 

ILR. ECCLES: No--

H.M.JR: As I say - I am repeating myself, and I 
know I am - but I think if this thing could be settled 
with my counting on you gentlemen to assist us to sell 
the banks , insurance companies , and the dealers, and 
when we have our public driYe, to asaiat us all that you 
can in the field - not holding you responsible - we will 
go ahead and pray the Lord for support . 
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MR. ECCLES: I reported to these men after I left 
here this morning as . .fully as I could, the gist of our 
discussion here in the Treasury, and I told them that I did 
review with you the history of the setup, the Victory Fund 
Committee and the drive in December and the drive in 
April, and that I felt that I was sorry that the benefit 
and the experience of this Victory Fund organization 
couldn't be used - the good men there and the good men 
under the Federal Reserve - but inasmuch as it didn't 
seem possible, and you had made a decision to put it on 
a State basis, that that was your decisi on - you had 
the responsibility - and that I felt sure that the System 
~ould cooperate fully, as you said you wanted them to do; 
that it wouldn't be m¥ choice, but you had the responsi­
bili ty and this was your decis ion. 

MR. SZYMCZAK: Mr. Secretary, this is war; you are 
the Secretary of the Treasury; we are here to help you 
now, and in the future. The only thing that concerned ua 
at the moment , because we have been constantly kept advised 
by the chairman, is the statement, What are they going 
to tell their men in the banks? How do they become asso­
ciated with the State organization'/ How do we fit into 
the bank financing , and how is t hat to be- -

H.Y.JR: Well, t he statement is in preparation and 
I would like to work it out in cooperation with the 
Federal , so just aa soon as - if that is agreed - if 
Ur. Eccles would send somebody over, Mr. Gaston and 
Yr. Fred Smith are available. 

MR. ECCLES: I reported that to them, that we had 
discussed the very great importance of avoiding any 
unfavorable public repercussions, that 'the statement 
would be a very important statement , because the press 
would be wanting st atement s, and we should have something 
that we could all stand on and a&y, "This is all we han got 
to say. There it is. • And nobody have anything else to 
aay about it. You said that you would be very glad to 
have us prepare a statement and t o get together with Gaston. 
I suggested Thurston , 

• 
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MR. GASTON: ELLiott called me up a short time ago 
about it, and said he was standing by. 

MR. ECCLES: That the statement - you said it might 
be a joint statement , and I said I wasn' t sure that would 
be the best, that it possibly would be better to have a 
Treasury statement in which we had had an opportunity to 
make suggestions and possibLy agree upon, so that it was a 
statement in which we concurred in, but it was more properly, 
maybe , a statement to be made by you. ., ..... 

H.Jl. JR: On second thought , I think that is t .he beat. 

WR. ECCLES : I thought ao. But now tha t is the way 
it is !eft. I would !ike, personally, for these men, 
each of them, if they want to do so, to state their own 
feeLings wi th reference-~ 

H.Y.JR: I would !ike very much to have them. 

MR. ECCLES : ••• wi th reference to their wi llingness 
to cooperate . I told you I thought that everybody would, and 
I thin.k the t is certainly true . I would like them to aay 
how they feel about this thing. 

MR. BELL: Before :you .leave that question of the state­
ment, I think that ought to be sent to each of the Federal 
i!eaern Bank presidents by wire and some indication ought 
to be made to them at the same tiae as to what they do with 
the Victor:y Fund personnel - probab!:y to hold it on for a 
few days until it can be looked over and absorbed into the 
other organization. 

MR. ECCLES: That question was raised by one of the 
presidents this morning, that these men, of course, are 
all on the pay rolL of the Federal Reserve FiscaL Jgenoy 
account, and the Treasury has been reimbursing them for the 
reimbursable expenses. There have been expenses that they 
have absorbed that were not reimbureabLe, but for a!l reim­
bursable expenaea, the Treasury has been peying thea • 
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These men , of course, are on the Federal Reser?e P'1 
r·o.U, and it would seem to me advisable to keep them on 
the pay roll for a little time. We usually give peoile 
notice, anyway, before they are Just dropped summari y. 

!.!R. BELL: We agree with that. 
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YR. ECCLES: I t would seem adviaable, after the state­
ment h out, for the presidents to 1'1 to each of their 
groupe, "Now, here is the statement, and I have been advised ..... • 
for you people to just stay put just where you are; you are 
on the pay roll, and whether you will be invited to partici­
pate in the new setup, I can' t say, but if you are, I hope 
you might feel like accepting" - something like that. 

lo!R. RANSCU: Marriner, oouldn' t you handle that expe­
ditiously and have Matt, on account of his assignments on 
the Board, and someone representing the presidents - Hugh 
Leach or someone we could get at quickly - to decide the 
details of that~ so that it would be - whatever transition 
that has to take place would take place as smoothly and 
quickly as posaible? 

lffi. BELL: We can put that in the wire. 

!.!R. SZYUCZAK: We ought to get that statement out aa 
soon ae possible because the minute these men get back to 
the banks they will be asked. 

}(R, JUNOOil: I mean the mechanics of taking care of it . 

MR. SZYUCZAK: But you can' t start talking until you 
get the statement. 

H.M.JR: But I would like very much if the president• 
would tell these men, "Just be a little patient ; you are 
going to be kept on the pay roll; you are not going to be 
summarily diamisaed, and there is a ver,v good chance that 
you will be absorbed. " So that would kind of quiet th«a 
aom. 

lffi. ECCLES: That ia right. 
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H.U.JR: And then we wi.U move just aa faat as we can , 
Then I think your suggestion - a committee, Bell - somebody 
from the Board and somebody from the bank, is entirely 
acceptable to me, 

MR. ECCLES: That they would be on the pay roll ao 
far aa the presidents were concerned until further notice 
from the Treasury. That ia all they can say to thea. 
That could ail be put in a wire. 

H.W.JR: They could gin them a little reassurance 
that there is a good chance that there is a place for thea. 

MR. SZYMCZAK: I take it you don't want to discuaa 
the setup for bank financing and how the Federal Rese rve 
Banks would fit into that picture, until later? 

H.M. JR: If you could take llr. Eccles -I would like 
very much to hear how each of you feel on the over-all plan, 
and then we could go into the diaouaaion, if you don't 
mind, 

.IIR. FLEM.ING: Speaking tor Clneland, I think the 
question of cooperatlon, it aeema to me, has to be decided. 
I am sure aa far aa we are concerned we will cooperate 
to the fullest extent. 

H.W.JR: Thank you. 
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WH. LEACH: With Riohllond we always have. We cooperated 
with the War Savings Staff even before t he Victory Fund 
Committee waa ever set up. Of cour1e we expect to do exactly 
the same thing - not only do it ourselves, but to do what­
ever we can to get the banka to cooperate and to do whatever 
part may be suitable for them. 

I think that there will be quite a bit of surprise 
in our district at the turn this baa taken, but, of course, 
the statement would take care of that. 

II.R. YOUNG: .b for Chicago, we will cooperate with who­
ever ia selected and we will aee that the banks cooperate, 
the dealer. , and also the insurance companies. So there 
will be no question about getting the System's cooperation. 
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MR. WILLIAYS: I think, Yr. Secretary, it goee without 
saying that 1ou will have our whole-hearted support. The 
sound financ1ng of the war ia just the first consideration. 
There have been differences of opinion here and I think 
they have related largely to organi~ation . Never baa 
there been any question as to motives. And I will give you 
my aasurance that not only will I help whoever ia appointed 
in Pennsylvania, in Delaware, and the formulation of policy, 
but also in the selection of personnel at all levels down 
through the county level. 

We have in our files, aa I am sure the other district. 
have, any number of reports as to what the organization is 
and the way it has been funct ioning do'IID at the local levels , 
and all that is at the disposal of the successor organiza­
tion. 

I would l ike to emphasise, if I may, the ques t ion of 
the announcement - the problem of public relations. It 
seems to me that i t may be an acute problem if it isn 't 
prope1•ly handled, and I can use Hugh Leach' s district as 
an illustrat ion. Hugh Leach baa not only operated in 
Hichmond, but he has operated at both of t he other branch 
banks; be is known personally to ever,y banker in t he area, 
and it is going to come aa a distinct shock to them not to 
have him cmtinue to assume the responsibil.ity that he has 
had; and that has to be announced, aupf~kted by the coopera-
tion be bas just pledged you, and I th that may be 
typical in many of the other districts. 

We will do wnat we can to see that the success that 
baa been achieved thus far is improved. 

.. . • 

MR. SZ'D\ClZAK: .b I understend it, .L!r. Secret&ry, 
wherever you want to use, in whatever organization setup in 
the district or in t he State - if you want to use the Federal 
Reserve Bank, you use the Federal Reserve Bank men. 

MR. FL~G: We will have the same situation Mr. 
Williams talks about in Hugh Leach. Banks have pretty largely 
auumed the Federal heaerve will have the leadership in this 
campaign, and it will be quite a shock to some of them. Al­
ready the men have had letters about the next campaign. It 
will be quite a shock to them. 
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MR. ECCLES: That question of letters - of course, 
chairmen of these various drives get a lot of letters with 
criticism and suggestions which develop, we will •&¥• in 
the last drive . They have got a lot of people, bankers 
in particular have got ideas as to what ought to be done to 
improve t he situation, and they write to these men as chair­
men of the district committee , who was responsible, largely, 
for the appointing of these various bank people in all of 
these areas. 

Now, it ~ould seem to me that all they can do when they 
get these matters is to say t hat this change has been made. 
If they haven't seen the announcement, send them a copy of 
the announcement, and tell them that you are fo~arding 
their suggestions in to the director of sales for hie inf er­
mat! on alld benefit. 

MR. RANSOM: Mr. Secretary, the decision is yours, and 
you have made i t after the best advice the System is capable 
of giving you. It seems t o me, now, that the common interest 
is involved in complete cooperative effort to achieve an end 
that all of us desire, and that end may be, not expedited 
but hindered, unless all of the presidents of these banks -
and I take it, without question, that that is what you will 
get - they will fully cooperate with the plan which you have 
noy, decided to follow. And the statement, then, becoua of 
the greatest importance, because on that we stand. I don't 
think the public has any questi on as to whose decision it 
is, or our role in the matter, which is advisory. We tried 
to arrive at a decision which would do the Job. 

Now that you have decided, I think these men are typi­
Cal of the entire Federal Reserve System, they have given 
you whole-hearted, all-out cooperation, and together we have 
achieved a fine result, and in the future ~e can achieve the 
same result by the same spirit, which is an important part of 
that. There are many details all along the line, but it ie 
a question of the apirit in -hich thoae difficulties are 
met and ironed out. 

H.M.JR: Well, I agree with you that the atatament ie 
important, and I think that the quicker that they can get 
at it the better. 

. .. -. 
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MR. RANSOM: I think they are at it . 

H.M. JR: And, after all, I ha•e a preaa conference 
tomorrow. I don't have to give it out then if it isn't 
ready. I don't want ~ o give it out until everybody ia 
satisfied and I agree with you that i t should be a atate­
ment that we can all stand on, one that will be good here 
and juat as good in San Franciaco or in Dallas. and then 
go forward as rapidly as we can. 

We are ready, if you people want to , to talk about the 
financing . 

WR. ECCLES: I would like to hear Ernest. He haa been 
arfully quiet . 

Ml!. EVANS: I tHnk it is a fin e arrangement . I think 
it will 110rk out all right . 

MR. DRAPER: I think that we will cooperate, and will 
do so, period. 

MR. SZYlLCZAK: You didn ' t aay that loud enough. 

MR. McKEE: }(r, Secretary, I would like to B{>eak on 
the plan . We han alwaya considered your respo.nnbility. 
We accept that you ha•e weighed the pros and cona of both 
syatema, and you have made your decision. You have our 
bleasing and you will have our support . You always ba•e had 
our support, and you will continue to get it. 

H.M • .a: Well, don't think that I arri•ed at tbls 
thing lightly, and I would like- I don' t want the laat 
word, but at l east I wan t t o put it in somewhere that when 
I walked into this room a week ago last Friday there was 
no more sincere per son than =1aelf when I made the auggestion 
that we pl ace responsibility with t he twelve presidents of 
the Federal Reserve and I didn ' t arri•e at that decision 
lightly, you see. 

Well, from then on it didn ' t work, and froa that Frida7 
until this Wednesday, I have tried mf beet, and aa I aa:v, it 
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juat aee .. to ae that the aore I try the aore people I 
offend and the aore sore apot1 there are, 10 I had better 
atop tryiag - had better call it off and get together and. 
put our shoulder to the wh"l to get reaq for the next 
financing. 

){R. ECCLES 1 I would like to aay thh, that we don't 
know how long the war ia going to laat, of oourae, we oan' t 
foru" all of the prob.l.eu, and we cannot "e the diffl­
cultie• ln•olTed in the financing . I would like to feel , 
without any recrWnation at all of acythillg that ha1 gone 
before, that to the extent that your ayatea doesn ' t work 
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out satisfactorily to you, and you want to make any aodUi­
catlon or change, I would like you to feel that the Federal 
Renne contlnuu to stand ready to advile with you and to 
play any part that may not be foreseen now, that it 1eeu 
to be necessary or ad•iaable for thea to plaf. By that I am 
saying this, that if the proposal ia not ent rely aatl1factor.r 
to you, I hope that you won't feel, and I hope the Syetem 
won't feel , that beoauae of anything that baa gone before 
we ahouldn' t be able to ai t down and talk together about 
any ohange that aay 1eea to be adTiaable. 

H.M.JRl I think that 1• a ••r.r fine •pirit, and I 
accept it, and will approach it ill the aaae 1pirlt. .ADd 
I think wbateTer aiaunderetandinga there haTe been during 
the !aat couple of weeks, the sooner we forget thea the 
better. 

MR. ECCLBS: That h right. 

H.M.JR: And that ia one of the aain reaaons41hf 1 
want to atop arguing. I mean, it baa got me fiat -
flguratiTely flat on my baok- and got, poor Allan Sproul 
in bed, and we don't want to put anybody el1e to bed. 

MR. Kci.Ei: !he beat 11&11 win1, huhf (Laughter) 

B.K.JR: 1 don't know. 

liiJ1.. SZYKCZAK: Be went to bed right after you got 
there, though. 
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H.M.JR: I didn't know he got out of bed- I didn't 
know I got h~ out of bed. He never should have come down. 

Would you like to have Yr. Bell sketch our financial 
needs for the balance of this year? 

KR. ECCLES: Yes. 

(The Secretary and Yr. Gaston !aft the conference . ) 
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•• 
UR. BELL: Assuming that we continue on wi th the preaent • 

bill program until i t reaches a billion dollars a week, and 
stop at that point, we will go out of June with about seven 
billion dollars, and we will go out of July with about two 
billion three. This also, I might aay, assumes that we pay 
off the maturit ies in June of a billion eighty- three million 
and mat urit ies in July of three hundred and twenty-four 
million. 

MR. W:cKEE: V;hat is the tota.L of that - those two 
maturities? 

MR. BElL: One billion four hundred and seven mi.Llion . 
They are the maturities. 

I.!R W:cKEE: It left you two billion three August 17 

KR. BELL: T1IO bUlion three on August !. 

Now, we will hue to have some financing to carry ua 
through to September 1. 

l{R. EVANS: Will this twenty percent llithholding tu 
help you any there? 

lo!R. BELL: We don't know just 'llhat we will be able to 
work out. It might work against us because if they put 
the returns on a quarterly baais and give a man t hirty daya 
to file his return and make payment, you may get the money 
the first of November or late October. What I am trying to 
work out is that theae taxpayers can make their p~enta on 
a monthly return and file return• on a quarterly basia, so 

Regraded Unclassified



- 18 -

that t he collector, instead of having a check with the 
return, ~ill have a certificate of deposit from the de­
positary. And if we do that we may get some aoney in 
August, ~ich ~ould help us out to some extent. I don't 
think enough t o carry us through, but it migbt give ue five 
or six or seven hundred million dollars . We have contem­
plated a ·financing here in July of two and a half billion 
dollars of certifioates,or notes, or something - bonde . 
If that happene we would have a bolanoe of four billion 
eight hundred million going out of July and f ive hundred 
million going out of August. That isn ' t very much money. 

MR. DIW'ER: iuguet would be five hundred million'/ 

MR. BELL: Yea, assuming we have a two and a hal! 
billion dollar financing . Then we contemplate a fifte en 
billion dollar program. 

This sheet was set up a couple of weeks ago, before we 
started talking about what we would do in the drive, but 
fifte en billion dollars fUt into the month of September, 
fifte en billion dollars 1n the month of December, sixteen 
billion dollars i n the month of March, and sixteen billion 
dollars in the month of June, carrying right straight 
across the board. 

\\hat we have been t hinking about here is probably 
having the dri ve - the next drive - around the middle 
of September. I think the 13th comes on Konday, and that 
would probably be a good date to start i t and run it to 
the end of the month for the non-banking end of it. 

If you separate t his drive into t wo part s, the Federal 
handling t he bank and insurance, and t hie other organization 
handling the drives - individuals, and so forth, that 
fifte en billion will have to be reduced to whatever amount 
you want froa that source and in the interi.m you will ban 
to do ba.nk financing. 

Mk. DRAPER: The total of the individual drive - the 
dr i ve for individuals and bank drive - will be fifteen 
billion'( 
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MR. BELL: Yes. Now, you might want to do a little 
more than that in the September, October, November period, 
so that your next drive might go over to January instead of 
DeoeJaber; althou~h, on the other hand, there might be some 
advantage in hav1ng the drive in December because you 
can t ry to get that money that might otherwise be spent 
for goods. 

KR. ECCLES: You are contemplating t he drive in Sep­
tember, according t o your--

KR. BELL: That is juat our tentative t hinking. The 
Secretary asked if we could go to the first of October. 
I aaid t hat if we go to the first of October it means a 
l ot of bank financing. In adell tion to the two and a half, 
I t hink you might need as much as four billion dollars more. 

I thought maybe we might begin to get some criticism 
for too much bank finano ing before we have another drive, 
and I think that is for consideration - whether we would 
try to have it in September or go to October. 

There has been some thought t hat the tax payment 
1aonth would interfere . Maybe t hat will be out of the wq. 
On the other hand, I don't think it interfered a lot in 
December. Maybe it did, some. 

MR. ECCLES: It wi ll be out of t he W&¥ with thla new 
bill. 

~ BELL: Yes, we won't have to worry about tax 
months. 

lffi. LEACh: Farmera will han more. 

~ E~LES: They will still have in December even 
more than in October. 

WR. MoKEE: Ought to have it the laat half of October 
to get the farmer money. 

ltfk. ECCLES: December ia better for farmers. 

.... 
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~ BELL: You have the War Fund drive scheduled for 
October. I understand the Preaident has approved that . 
It can be changed, but they don ' t want to change it . They 
have made some preliminary plans . 

I am to have a conference with them as soon as we make 
up our ainda what period we are going to use. 

W:R. SZYWCZAK: Do you have in llind getting the bank 
financing in between the var i ous drives , or at the end of 
the drive? 
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MR. BELL: That is for consideration. It has been 
suggested that we do it in the interim periods, and it haa 
also been suggest ed that we do it at the end of the drive -
three or four days at the end of the drive. I would just as 
soon have i t in the interim. 

In October and November we oan have any benk financing 
we want without interfering with the next drive . 

YR. SZYWCZAK: You didn't have in mind havi ng any bank 
f inancing before September? 

MR. BELL: Yea, two and a half billion of .:>me kind of 
financing in July, end t hat even gives us a very small 
balance - only five hundred million. 

But I am hop in~ t o get addi tiona! money out of this 
withholding tax ln ~gust . 

MR. SZYWCZAK: Were you going t o try to get more money 
than this two and a half you· mentioned from the banks? 

lo!H. BEU.: Nothing more than Treasury billa. 

MR. McKEE: Any roll-overaY 

MR. BELL: A bill ion six hundred million dollars that 
mature on .August 1. 
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J.!R. BElL: Now, there 1a a feeling in New York that 
it 'IIOUldn' t hurt anything if we had two and a baH to 
three billion dollars ' worth of bonds, and maybe notes, 
because we are going to put a billion dollars of money back 
into the market on June 15 at this maturity, and there is 
going to be pressure on the market for this inYeatment. 

The market is pretty high, particularly the note 
and the intermediate bond urket. 

~ ECCLES: Let us sell something. I don't know 
that the market i s going to be strong because your reserYes 
are going to go down awfully fast. 

MR. BELL: This is apparent ly what is happening. 
We are 1o.akin~ our calls, and New York is losing, I suppose, 
forty percent. They have got about forty percent of the 
War Loan account. 

So our calls draw the money out of New York and throw 
it into the country, and then the country collll!s to !lew 
York and wants to innst it in notes and bonds, and New 
York gives up bills and certificates in order to meet the 
caHs. 

So you have got bills and certificates thrown into 
the Federal and pressure on the note and bond market. I 
think it is worth considering ae to whether we want 
financing before July just for market reasons . We don't 
need the money, but for market reason• you may want a bond 
or a note issue before July. 

MR. YOilfG: No thought of refunding a billi on four? 

YR. BElL: We have announced we pay that off in 
cub. 
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MR. ECCLES: Taking the country as a whole - and the 
Treasury - I would like to look at that one . 

MR. BELL: I say it is for considerat ion . We have 
made no decision. I discussed it yesterday with Bob Rouse. 
Dudley Mills was in the office, and I discussed it with 
him also. 

YR. McKEE: One of the finest things you have done in 
a long time ia the schedule of payments on these small war 
loan deposit accounts. I think maybe you might be able to 
raise that minimum a little. 

YR. BELL: I think we may. Your maber of banks in 
the larger group is not large. 

YR. McKEE: There is always the worry - even the Federal 
Advisory Council mentioned it to ua - ia there any exposure -
you wer en't there, Marriner- any expoaure in allowing thea• 
small banks to handle these war loan deposi t accounts, not 
knowing the kind of assets they might invest the money in? 

I said at that time that I thought that your program 
had told the fellow in advance when his money was going to 
be called for , and he, now, in one class of banks could 
count on his maturities being usable at given dates. 

44 

MR. BELL: That is right . And I think the larger banks 
can tell pretty well within a weak or ten days - if we tell 
them when the next drive is going to be, they will know prett7 
well that we will be out of money by the time that drive comes 
around, eo they can schedule their payments pretty well. 

Each month follows a pattern pretty well of the previoua 
month, except for interest payments and maturities. A alight 
increase for the upewing--

MR. McKEE: Don't you have a l ot of maturities in 
December of this year, D&n? 

MR. BELL: We have three billion eight of the c~rtificates 
on December 1, and this four hundred twenty-one mill1on of 
one-and-one-eighth percent Treaaury notes. 
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I.IR. McKEE: Have you thought anything about rolling 
over your certificates in a choice of - did you ever con­
sider giving him a preference on two maturities, on rolling 
over thess certificates now that we have so many of than 
out? I think we might be able to gat s~e of this money 
for a little longer time - help us on refinancing - where 
you are still borrowing a lot of money. 

MR. BELL: We have.n't done that on certificates we 
have had maturing eo far because they have only been the 
normal roll-over; but when you come to Decaaber with three 
billion eight, we may want to do something like that, John, 
pretty soon. I don't know whether you would want to do 
that in jugust with a billion six. 

MR. McKEE: Will you c~e against a dsnand for juat a 
little longer money- and that is what you are coming into 
in various of these periods - but if you had certific.ates 
falling due- whether you couldn't give them a chance to 
take one - a certificate, or a short bond, or a short note? 

MR. BELL : B,y that method you create rights, of course, 
in the certificate, which we have tried to avoid. But when 
you come to December maturity, I am willing to sit down and 
consider something like that. I think it ia important, 
because a lot of those certificates are not in the banks 
at this point anyhow. We are watching that. Vie are making 
a study of it to see where they are held. Certainly we 
ought to try to keep those that are outside of the banks 
invested in the new securiti es. 

MR. DRAPER: ind you don ' t know what the tax picture 
ie going to be, really. You are pretty confused. 

WR. BELL: Not at all - we don't know. 

45 

MR. ECCLES: You see what you have developing becnuse 
the funds now in the War Loan account are spent - you go 
back into privat e accounts. They are subject to reserves -
it means a huge shifting. B.r July. reserves are going to be­
as a matter of fact, they don't have enough res~rv~s now to 
1aeet what the requirements will be with that shlftlng, and 
they are going to sell a lot of paper to the Fed. 
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It seems to me in making an offering, in order to get 
funds fran the - you ought to get funds f ran the banks, 
really, before you need them in order to meet e market 
5ituation . I can't see as it makss very much sense, because 
all i t means is t hat the banks are going to need more reserves 
11hen t hey have less reserves in order to buy a lot of secur­
ities. It means the equivalent of the Fed really furniehing 
the funds with which to buy wha tever offering you have to 
offer. 

Now, that is all ri~t •hen the Treasury needs the 
money: We should furnish the reserves to enable the banks 
to buy, but why furni sh reserves to enable the banks to 
buy aecuritiea in order to have bala.nces that the Treasury 
doesn't need? That is looking at the thing as a whole . I 
think that is a factor that you have to think about. 

llR. BELL: I don ' t think that ia developing. I think 
that baa been here all the time . 

MR. ECCLES: But that ia developing - you see, wi t h the 
huge war loan account i t built up reserves very fast, and 
the banks were t rying to use those reserves and run the 
market up . Now they are going to have to reverse it . They 
had to buy a lot of securities to usa up the reserves, and 
that is why they got seven billion instead of five . 

Now they are going to have to turn right around .egain 
and sell the Fed enough of what they b~ it seems to me, 
in order to meet the increased reserve requirements . I 
am looking et this system aa a whole. That is what they 
have to do, so we are going to have to buy . 

Now, when you get into that position I think we have 
to think of things I have streaaed before, and I think they 
are going to become more evident again, and that i s that 
the Fed will not only have to roll over all of its - replace 
all of ita maturities so as to keep reserves up, but they 
will have to be buying practically all of the new bill s that 
you are offering. 

MR. BELL: You are rolling over everything except billa. 

(The Secretary reentered the conference. ) 
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MR. ECCLES: Roll over and buy a lot of other atuff, 
possibly furniehing four hundred mlllion a month in raaerTaa 
to take oare of Treasury--

YR. McKEE: That ie on a oaeb basis, 

UR. ECCLES: I wish the Treasury would think again of 
simplifying this, because there is a terrific - •there i e 
an awful lot of Fed selling just ae there was when t hese 
reserves went up and all that sold through the dealere, 
just a whole raft of stuff we sell - we not only don' t buy 
any new billa, but we don ' t get any - don ' t want them . We 
let them run off, which ia perfectly all right when the 
reserve ie there to let everytb.ing run oft that tb t market 
will take - not only that, but to sell securities we have 
to try to keep do'IID the premium on this sturt so as to 
avoid speculation in future iaauee. 

But when the rtverae ie true, when the banks are 
losing reaervea instead of getting reserves, it seams to 
me that at that point we ought to replace our billa directly, 
and I think that ought to be considered. 

MR. BELL: We have considered it . 

UR. ECCLES: You are going to run into that problem 
again in July. You don't have it now; the market baa 
taken all of them. 

WR. BELL: Aa fer ae I aa personally concerned, I don't 
care, I don ' t think you art in entire agreement on it, 

UR. ECCLES: All but New York. 

UR. KcKEE: Kr. Secretary, we are talking about 
replacing something we have in our portfolio, and I was 
just about to mention that the AdTieory Council waa against 
our buy.ing directly to create reserves . They were not 
opposed to our buying direct to continue reserves . 

WR. BELL: I see, not oppoaed to rolling over. 

UR. S~YVCZ!K: Replacement of what maturities we 
replaced- we have dona it. 
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MR. BELL: You see, they have bl!le maturing every 
week as our bill maturities come along, maybe a hundred million 
dollars or t10 hundred million dollars out of an issue. 

MR. McKEE: We will have half a billion in a week, 

WR. BELL: Under the present procedure they don't pay 
on bide; we pay the cash, and they have to go into the 
market to repl ace t hose r eserves. 

MR. ECCLES: The market goes up and down . 

YR. BELL: If they just turned them over, the thing 
would be level . 

MR. ECCLES: It would be much stabler, much easier to 
manage. 

MR. BELL: We in the Treasury have said that tirst it 
was a Federal Reserve problem for them to agree on the 
procedure, and we wouldn' t have much troubl e going along 
with them. 

WR. ECCLES: We all agreed, except New York, and they 
of course, express the dealers point of view almost entireiy. 

MR. SZ~CZAK: We have replaced some of our securities. 

MR. BELL: The notes - wherever we had a refunding we 
allowed you to cODe in and refund - that ia right, 

MR. SZYMCZAK: Evan recently when the aetup wae enti rely • 
different we didn't have any rigpta . Before we had righta--

liR. ECCLES: We wouldn ' t want to r epbce them when the 
reservee in the banks wer e increasing such as they did in 
the last financ~ng. js t he war loan account built up, ,reaervea 
were requi red, and the excees built up fa at. · It is proper 
we let everything run off that the market can take when the 
revere~ ia true, and they are l osing reserves rapidly. We 
have a double duty, not only to replace everything in the 
market, but go out in t he market and buy two or three hundred 
million in addition . 
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MR. KcKEE: ••• at a t ime when you don 't want con­
fusion in the market. 

H.M. JR: Just bring me up - what is the argument? 
I would like to take aides . lLaughter) 

MR. DRAPER: There isn't one, curiously enough. I 
think we are all in agreement. 

MR. KcKEE: We haven't been able to sell you to allow 
us to bid to you directly for billa. 

WR. BFLL: It is a question of replacing what is in 
their portfolio. 

H.li: . JR: Do you agree that they should be permitted 
to? 

MR. BELL: Yes, we can agree upon some basis . I think 
they have had a vote on i t~ and they haven't bean able to 
convince Allan Sproul and uob Rouse of the Open Market 
Commi ttee that you shouldn' t go through market channels 
to replace their portfolio. 

H.M.JR: I don't know--

MR. BELL: I think they han confined the discuseion 
to our room. 

H.W. JR: I don't remember your mentioning it. 

MR. ECCLES: We discussed it nry thoroughl;y wi th the 
Open Market Committee. 

H.W. JR: Not with me. 

WR. BELL: That is right. 

MR. ECCLES: I sent Dan a letter and the instructions 
of the committee stating what our position was . 

MR. BELL: a.as has that , 
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WR. ECCLES: As I say, it wasn't unanimous, but all 
except one out of the six msnbers of the board and all of 
the twelve presidents - New York was the only one that 
would like to keep up the market channel of that thing. 
That is a dealer - dealers would like to do it, of course, 
because they get commissions going and coming on a fine 
scale . 

¥R. BELL: Well, I have been over the picture . 

H.W . JR: Did anybody make any suggestions as to when 
they think the next financing should be? 

WR. BELL: I said that the latest that we could have 
any financing would be July of at least two and a half 
billion dollars; whether we needed more would depend upon 
how we were able to collect the withholding tax. If we 
were able to collect it on a monthly basis, we would get 
some additional funds in August. If we were able to do 
it only on a quar terly basis, we couldn't get the funds 
until November so the withholding tax would be a bad thing 
from the Treasury's standpoint for the next three months' 
financing. 

I told than that there wae some feeling in New York, 
particularly, that the market was pressing against the top 
and that we ought to have a note or a bond issue in June 
so as to relieve this pressure . 

Warriner said that be would like to think about that, 
and I said that that is the only reason I was throwing it 
out, to get some stud; of it in the next week or so. 

H.W.JR: Did you talk at all about our next public 
financing? 
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WR. BELL: I said that what we had discussed here would 
be two dates one would be, say, around the fifth or thirteenth 
of September' or poeaibl¥ Ootober. And if we go to October 
it is going to require quite a bit of bank financing, and 
in the meantime that may cause aomt oritici em of the Treasury 
program of financing through the banks before the next drive. 
I don ' t think there was any discussion as to whether we 
should do it in Sept•ber or October. I was just reporting. 
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MR. KoiKE: KaJbe thla lan't a fair queation, but JOD 
don't haTe to anawer it if JOU don't want to. Baa thla 
tax disturbance interfered with JOUr eatiaatea for JOur 
fiaoal Jear too muchY I imagine it would. 

· lffi. BEU.: Ye~, it interfered with Karch and June, 
because not near aa m&DJ people paid in tull thia Jear aa 
paid in full lut Je&r, and we took a billion and a halt 
ott of our eatimatea for the fiscal Jear 1943, We didn ' t 
change our calendar Jear liabilitJ. We are going to get 
that reTenue; we are going to get it OYer a twelTe~ontha 
period instead of aix. 

KR. KelBE: It will be delqed ccaing. 

KR. BEll.: It it tum a out aore people are pqillg in 
full than we eatiaated - on the firat of Karch we put in 
a Tery conaer.atiTe eatime~e - put it at really rock bottaa -
I think that that billion and a half a&J be out to aeTan 
or eight hundred million dollar• - probabl7 half. 

)(R. KcKEE: Then that ia not ai&able. 

)(R, BEll.: Bot aerioua, no, but our expend! turea are 
going to be down for budget eetiaatea aa auoh ae three 
billion dollars. 

KR. ECCLES: I waa going to augg11t two or three 
thou(thta the t I han in connection w1 th the whole program. 
I think it aq be desirable to tr7 to deteralne if JOU can 
whether JOU are going to haTe theee driTea eYerJ four 
aontha or tTer,r eix aontha. !TerJ aix aonthe ie quite a 
long while, and it doe• inTolTe, if JOU go aix aontha, the 
appearance of a lot of bank f inancinf in the interia. Yon 
co enr,r four aoatha, and the banka n the Je&r would do 
luat aa auchl but it would be a little oftener and a aaaller 
aount and t n•• to ae that four aontha ailtht be - and 
not on!, that, but if JOU go on a four~ontha Eeaia JOU 
won't haTe auoh a tarrificall7 large war loan account that 
JOU build up, whioh 11 up11ttlng on the rnerTe picture, 
becauae depoaita ara aublect to reaerTel Wbile theJ are in 
prhate aocounh; and san JOU pull th• out and thq r 
into •r loan accounh, the7 build up nr,r graatlJ, an 
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they create a very large volume of excess at that particular 
period, That in turn, with this large volume of excess the 
banks have - t hey go i~to the market and bid up y,our securities 
and encourage specu1at1on and padding, which is the thing we 
try to get away fran . Then the shift the other way is exactly 
the opposite, 

When the war loan account goes down the reserves go 
down, and they run a huge deficit. 

I thin.k it would be emoother if we could have it maybe 
every four months and have the bank financing likewise, at 
least every four months - fit in three times a year instead 
of Just two times, and have it that much larger . You would 
get as much in a year, but it wouldn't look as much if you 
got it three times instead of four times. 

We haven't discussed it; I am just giving you what 
occurred to me on that as something to think about . 

MR. BELL: That baa same merit, but the four may once 
in a while slip into the five months . 

WR. ECCLES I think it would help your organization 
if you could do that with a degree of certainty that you 
are going out to get this money and you are not going to 
have any mora offerings for another four months. 

It will have this advantage, likewise, wi th the inauranct 
companiea: Instead of the insurance caapanias accumulatinf 
as auoh aa they would in aix aontha - you aee, they accumu ate 
money, and there it ia . Then they are in the market to buy 
etuff, and the ainute the drive oamea they sell it again. 
if it were a little oftener it would make that a little 
amoother operation with insurance ooapaniea and the mutual 
savings banks. 

Thera is this other thought that I have - I think if 
you do thati then the bank fina ncing would be separate, 
and you wou d find that three times a year in between eame­
where the banks would come in - three times a 1ear the public 
would cane in. 

Now, in the case of the llr Savings - this is just a 
thought that I think we might consider - if instead of • 
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having these war savings bonds subject to an immediate 
conversion , have them convertible not before a period of 
ons year with this proviso, that in the case of need 
people can get the money by a certification of need 
through your director of sales or something. The amount 
of redemption woul d be small, but the people that can 1 t 
put the money in this thing for a war with that kind of 
assurance - their money just doesn't -you can delete 
that--

H.M.JR: Good money. (Laughter ) 

MR. ECCLES: It ia a big expense to issue these 
securities, and the people that are just taking the 
security to convert 1t again - that kind of aoner you 
don't want, anyway. I think it would help great.IJ'· when 
the war is over if those securities were falling due -
what would be sold a year from now would start coming 
due in two years; wha t is sold now, a year, It gives you 
a chance to turn around, and I think another thing, of 
course - I know it has been dieoueaed, but our people, 
I am sure, feel that if you could have it limited to a 
fifty- dollar bond, which was the amount in the last war -
a minimum, instead of the t wenty-five - that tha t might -
let them accumulate stamps instftad of issuing all those 
pieces - that that might be a helpful matter. 

MR. RANSOU: There is a question there beyond the 
expense and difficulty inYolTed in selling a twenty-fin 
dollar bond. Th.ere are a lot of people who can't bill a 
fifty-dollar bond and won ' t undertake it. The¥ will not 
saYe enough stamps to ever get to a fifty-dollar bond. 
ind to what extent that baa a value be1ond . the trouble 
and expense involYad, I haYe never been able to guess, 
feeling that perhaps i t may serve some useful purpose. 

MR. ECCLES: I think all our Reserve Banks who have 
had to handle the redGptions of all this stuff are all 
sure that it--

MR. BELL: You han just one aall part of it. We 
have the other end of it In Chicago, haYen't we, Hap? 
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J.IR. YOUNG: Yea . 

MR. ECCLES: There is something for consideration 
there. Than there is the question of the F and G'a 
again - they have been more or leas discussed. It might 
be a good thing to determine that for the durat ion, 
instead of leaving the element of uncertainly that is 
involved in it - and if you did get rid of the F and G' a, 
than I would think that we ought to think of selling -
the payments be made on an installment baaia as the 
two-and-a-half' a so that when the drive comes along , •• 
and you sell people a substantial amount of the two-and-
a-half's that they can pay for them out of their income 
over the next period, such as the Canadians have done 
successfully, out of current income, arranging for the 
banks to handle the collection, getting the rate of 
interest that the bond bears while they are handling it. 

H.M.JR: If we have a twenty-percent withholding 
tax, I don't know how many b'onds you are going to sell 
under the installment plan. 

YR. McKEE: Don't forget our hundred-dollar coupon 
bond, too. (Laugh tar) 

liR. ECCLES: I think that will affect your pay- roll 
deduction fOsaibly mor' than the other. I merely mention 
Canada aga1n. They have a withholding tax, and they do 
use this installment for this reason, that people icll't san 
that money for the next drive - the trouble ia, there is 
too much temptation for them to spend the darned thing in 
the int erim, whereas, if they get committed, there ia 
always the obligation to aake the payment instead of spend­
ing it. 

If people would all budget ind say, "Now I am going 
to put eo muoh and get ready for the next drive, and I aa 
going to hold my money until the drive comes, " that ia fine. 
But the trouble is, t here ia just a lot of people who won't 
do that aort of t hing. The money ia laying around, and they 
apend it. 
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YR. RANSOM: Any objection to that obligation running 
to the Treasury instead of the banke? 

MR. ECCLES: The obligation would r un to the Treasury, 
eure, 

YR. BELL: Do you object to running it t o the banke2 
It would be eimpler if the banke carry it for three or 
four months. 

MR. ECCLES: The obligation would be to t he Treasury, 
but the banks would be the collection agency; that wae the 
thought. 

MR. lEACH: Would you m.ind aaying why we didn't iuue 
a two-and-a-half percent bond below five hundred t he laet 
time? I know you had eame r eaeon for it, but I just haven ' t 
heard what it is. 

H.Y. JR: Well, I juet f elt that i t wasn't in the public 
interest. That was the t hing - a negotiable bond - and 
people get into - they would be aubject to this high 
preeaure ealesmanehip . They would ~uy it, and when it came 
to selling it, they moat likely wouldn't be able to - they 
wouldn' t know how to s ell it. The bond might be eellin~ at 
a hundred and one, and the corner grocery store would g1ve 
th~ ninety-eight for it, and eo forth, and eo on. We have 
etudi ed the last war very carefully, and I think tha t waa 
one of the major mistakes tha t wae made in selling a 
negotiable bond to people of moderate incomes . 

Peraonally, I t hink whatever eucceee we have-bad with 
the public ia due to the fact tha t the bond baa been non­
negotiabl e and they feel that they are protected. To me 
that ia the greateet aeset we have here. 

MR. McKEE: Could you protect that and atill have a 
coupon bond? 

H.W. JR: Oh, yea. The ooupon--

KR. McKEE: I atill think you are losing a lot of 
aavinge money. 

55 

Regraded Unclassified



- 34 -

H.M.JR: I don't mind a coupon bond if you can get 
by some o! our people, 

MR. KoKEE: You are loaing 1 lot of savinga money 
where people want to use money aa they go along. 

H.W.JR: M1 objection isn't to the coupon bond of 
the low denomination; I object to the !act that it ia 
negotiable . 

MR. KcKEE: You can control that. You can control 
that and still have a coupon bond. 

MR. ECCLES: Couldn't you, Dan? I don't know how. 

MR. BELL: Tell me how. 

MR. KcKEB: You can register a coupon bond as to 
principal. 

MR. BELL: You mean you register it and you don't 
allow it to be negotiable? 

MR. McKEE: You r egister it as to principal. 

WR. BELL: In other words, you put out 1 two-and-a­
halt percent bond. He would clip his coupon and get his 
interest, but he has to get it unregiatered in order to 
eell it, or he can only redeSD the principal at the 
Treasury, 

WR. KcKEE: His principal is regiatered. 

YR. ECCLES: John, he can do that now in the series G. 

MR. BELL: That ie right. 

KR. KcKEE: You can't get it to the little fellow 
~ho is building u~ these aavings depoaits either. That 
ia money I am an:nous to have. 

WR. ECCLES: Caapare this with what happened in the 
last war. In the laat war the Treaaury financed on a 

56 

Regraded Unclassified



- 35 -

constantly increasing interest rate which meant that the 
last bond issued sold below par. It kept going down, and 
they didn't gat par . You haTe to remember in the last war 
that there was no market ca.mittae, there waa - nobodJ 
knew anything about the local market. There was no Federal 
Reserve that gave any support wbateTer. The only support 
you had was just what the investor - inTestment people 
were willing to pay all the time. 

Now, under this situation you have a pattern of rates 
established. Financing is not going to be done on an 
increasing interest rate . There fs a market support, so 
these people who would buy that bond have a protection that 
they just didn't have in the last war. 

H.V.JR: Well, all of these things - I want you 
gentlemen to know that we would like to have your advice, 
and we will listen very closely, and I think we ought to 
have a meeting fairly soon of the Ope.n Market Cacmittee. 

MR. ECCLES: Of course, they were just in here. We 
were thinking of one some time of all the presi dents -
in the presidents' conference they didn't get a lot of 
things settled - sometime in June . That would giTe ua 
plenty of time for September. ! t that time you could 
discuss the bank financing, to be sometime in July. That 
would be close enough to discuss that . 

WR. BELL: That is close enough, huh? (Laughter) 

WR. ECCLES: You never decide on a bank financing, 
anyway, until--

H .I.!. JR: ... tbe week before. (Laughter) 

llR. ECCLES: That is unimportant - bank financing -
you don't have to decide on tbat--

VR. SELL: I threw out for discussion as to whether 
there should be some bank financing before July in order 
to take pressure off tbe market. 
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~R. WILLIAUS: ~r. chairman, may I aay one last word 
off the record? 

H.M.JR: Yea. 

58 

Regraded Unclassified



IDIJr& 

Robert 
Do\IChton: 

IDIJr& 

Dl 

Dl 

IIJCJr& 

Dl 

HNJr: 

Dl 

Dl 

IDIJr& 

Dl 

IDIJr& 

Dl 

IDIJrl 

Dl 

IDIJrl 

Dl 

Bello. 

All r1pt. 

Benl'7 tal.k1na. 

.Ill r1Sht, Btnl'7. Bow'r• :rou tee11ns nowt 

I'• ttlll allYl. 

59v 

Well, :rou 1 re ••1'7 wah al1'1t. I talked to 
Senator Georae and he e«ld that 1 t - J'r1dey 
aorn1ns would be at earlJ' ae 1 t 1d be conYenlent 
tor h1• to ••tt w1 th ue. 

Well, that ' • all r11!ht . 

Be' d aett l'r14&7 w1 th ue - J'rldaJ' aornlns at 
9130 at our ooaitt .. roo• 1n the Capitol •••• 

Yeah • 

• • • • 1t :rou oan aet around to do that._ but now 
lt 1t eu1te :rou better, we'll ooae down there. 

Ro. !bat'•- that'•- that'• all r1ght. You­
I- I don't know ~ether :rou- you told ae that 
th.le aorn1ns. 

Yee, that'• ~the ea1d. 

Yeah. 

Well, at 91,0. 

&t tbe Vqe and Reanet e 
At Uae va:re and leane. Paul knove where 

teah, an4 I'll brine Paul wlth •e. 

'l!lallk :rou. !bat1ll be tlne. 

'l!laJik J'OU • 

tou1re weloo•e· Goodb:re. 
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HMJr: 

Randolph 
Paul: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

IIMJr: 

P: 

HMJr: 

P: 

IIMJr: 

P: 

HMJr: 

P: 

IIMJr: 

P: 

HMJr: 

Hello. 

Yeah. 

Paul. 

Yeah. 

)lq 26, 1943 
5:17 P. JC. 

D1d rou eee my varioue oonveraationat 

I aav the tiret two, but I unders tand rou had 
one t ble af t ernoon ••••• 

Yeah. 

• ••• vh1oh I have not aeen. 

60 .... 

No, becauee the poor old bo7, Doughton, evidentl7 
completel7 forgo t that he oalled me th1a morning. 

(Laughs) Oh, tor Ood'a aake! 

•••• and went through the whole thing all over 
again - - word tor word. 

Well, clld he - word t or word - he must have had 
i t vri tten out. 

Well, I meant about • •••• 

Maybe i t ' a engraven on hie aoul. 

.... I mean abou t ooa1ng up at n1ne-th1 r tr and 
ha1 d rather the7 1 d oo•• here because 1t'e a 
little bit better t or George- that bue1neee. 

Oh, I aee. 

Well •••• 

Well, or oouree, the minute I eaw that I - I 
thought I'd better get a little agendum tor 
what we were going to 1a7 , and I epoke to Ro7 
about i t ••.•• 

Yeah. 
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P; 

ll11Jr1 

P: 

I!HJrl 

PI 

HXJr: 

PI 

EOIJr: 

P: 

HMJr: 

P; 

HMJr: 

PI 

HMJr: 

PI 

JI)(Jr l 

P: 

HMJr: 

PI 

61 
- 2 

••.•• a.nd • ..... 

I - I thought I wu lr.ind ot good on that - t o 
get thia, JOU aeat 

Well, he waa obvioualJ telling very oonac1enoe­
etr1olr.en. 

Yeah. 

But, there - I th1nlr. we ought to have a little 
tallr. before that time. 

Well, we can, becauae I'm all cleaned up now, 
except rcr the preae et a t ement. 

How ' d JOU come out todaJt 

Well, I came ou t all right , I thinlt. 
going to do t he banlr.a and we 1 re going 
res t . 

'l'lley 're 
to do the 

Yeah. That - that plan worlr.ed out in the con­
terence. That ' • good . Well, loolr., when do you 
want to get together1 I thinlr. we ought to have 
a little •.•.• 

... 

I t 1ll be sometime t omorrow morning. I - I've 
got nothing to do all daJ tomorrow now, becauae •••• 

Oh, well, that '• tint. 

••.• I'm tiniehed wi th the red. So I'll be 
all right. 

All right. I thinlr. we ought to take a 11 t tlt 
time to review the eituat i on • • •• 

Uh huh. 

• ••. and •• • • . 

I oan •••· • • .. 

•..• we ought to have Ro1 and St anley there and 
then , or oourae, we ••••. 

Are we • •••• 

• • • • we have that angle or i t , and we alao 
the other angle or it on- on thie bUl. 

-
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HMJr: 

P: 

KMJr: 

PI 

KMJr: 

P: 

HMJr: 

P: 

KMJr: 

P: 

HMJrl 

- 3 -

How abou t nine- thirty to•orrow1 

All right. 

Will you be read7t 

Well, I' d rather make it later. 

Well , eleven o ' clock. 

Eleven o 1 olook 1a better. 

All right. 

IJ.even o 1 oloolt to.orrow •orn1ng. 

Ye8 h. 

You 're not coa1ng to that dinner tonight' 

I - I told - I told .•.• 

(Remainder of oonveraation no t recorded.) 
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TREASURY DEPARTMENT 

INTEft OI"I"ICIE COMMUNICATION 

TO Secretar:y )lorgenthau 

Randolph Paul 

Aa :you know, the tax bill agreed upon b:y the conferee& 
cancela 75% of the individual tax for 1942 or 1943, which­
ever ia lower, and leavea unabated 25%. The unabated 
portion ia spread over two years. 

According to the Washington Poet of May 26, 1943, 
Knutson said: "I don't think there 'll be another tax bill 
dealing with personal income taxes this year providing 
the two houses accept the compromise.• 

Representative Knutson, according to the New York 
Times of Ma:y 26, 1943, aaid "there was virtual agreement 
in the conference that the 3 billion dollars of additional 
revenue provided by the collection of this unabated tax 
might preclude a bill to raise individual tax rates for 
this year at least.• 

This atat·ement ia entirely in line with what amounts 
to a peraonal co~tment by Senator George on the floor of 
the Senate when he said on Kay 14, 1943: -w, position ie 
that if 25 percent of the 1942 liability of the individual 
inoo~ae ta.xpa:yer were carried over, ae I have auggeated, 
there ehould be nq further increase in individual income­
tax rate• for the next two :years.• See more extended 
quotation in Exhibit A. 

It ii doubttul whether a veto by the President of the 
conference bill would be accepted by a large part of the 
public if the veto were baaed on the considerations ex­
pressed in the Preaident•a letter of Xay 17, 1943. It ie 
true that theae coneiderationa furnish a aound reason for 
vetoing the bill, although there are arguments on the other 
aide. But I aa feartul that the public does not aufficient}J' 
underatand the iaeua to eupport the Preeidant if a veto were 
baaed upon auoh reasons. I 

I 
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llr. Blough hu Jllllde a auggeetion which I think mar 
have great strategical and practical value . He suggests 
that the President call the leaders of the House and Senate 
into conference and secure a definite commitMent trw. them . 
that 

(a) the collection of the unabated 25% will 
not preclude raising the individual tax 
rates at least on inco.e not ret earned 
at the date of enact.ent of the new bill, 
and 

(b) that ther will start immediatelr upon a 
rate bill to raise individual income taxes 
and such other taxes as may be desired. 

This commitment, to be effective, should probablT be in 
the to~ of a written statement . Even such a commitment 
might be fulfilled by a small token tax , possibly 8 sales 
tax. 

Refusal to give this commitment could be made a ground 
for a veto. I think the public would understand such 8 veto. 
The veto could also mention equitable and other considerations , 
but it could be baaed primarilr on the point that the confer­
ence bill precludes further taxation which is highlT necessarr 
to raise revenue and to curb~ 
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Exhibit A 

From the Congressional Record of K&y 13, 1943, No. 87, 
page 4409: 

Senator George, in referring to Senator Byrd's 50 
percent abatement, s tated: "it seems to me to be perfectly 
clear that a reduction by 75 percent o£ the lesser o£ 1942 
or 1943 tax liability on individual income taxpayers would 
almost o£ necessity result in stabilizing the individual 
income taxes, at least during the next two years, and 
might be carried to the next three years, because under 
the proposal I am ll&lci.ng there is added the 25 percent to 
the taxes £or the next two 1eara; that ia, 12 112 percent 
due in ll.arch 1944 and 12 l/2 percent due in ll.arch 1945. 
I do not think there would be any real danger that indi­
vidual income taxes could be raised wi th that added burden 
on the taxpayer, but no one can pledge what he will do in 
a war situation like this. There would, it seems to me, 
be no chance however to increase the individual returns.• 

Senator Byrd then remarked "the Senator !rom Georgia 
i a of the opinion that 1!1 !or example, a 75 percent tax 
cancelation were adopted and the other 25 percent spread 
over a period of two years, that would, to a large extent, 
safeguard those particular years from a general increase 
in taxes? Is that true?" Senator George replied -rea•. 
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Exbibi t i 

From the Congressional Record ot Kay 18, 1948, No. 87, 
page 4409: 

Senator George, in referring to Senator Syrd's 50 
percent abatement, stated: "it seems to me to be perfectlY 
clear that a reduction br 75 percent ot the leseer ot 1942 
or 1943 tax liability on individual income taxpayers would 
almost of necessity result in stabilizing the individual 
income taxes, at least during the next two years , and 
might be carried to the next three years, because under 
the proposal I am aaking there is added the 25 percent to 
the taxes for the next tw~ zears; that ia , 12 l72 percent 
due in Karch 1944 and 12 l/2 percent due in Karch 1945. 
I do not think there would be any real danger that indi­
vidual income taxes could be raised with that added burden 
on the taxpayer, but no one can pledge what he will do in 
a war situation like this. There would, it aeema to ae, 
be no chance however to increase the individual returns.• 

Senator Syrd then remarked "the Senator troA Georgia 
is ot the opinlon that it1 tor example, a 75 percent tax 
cancelation were adopted and the othar 25 percent spread 
ovar a period of two yeara, that would , to a larfe extent, 
safeguard those particular years troa a general ncreaae 
in taxes? Ia that true?" Senator George replied -rea•. 
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TO 

. .,. 

TREASURY DEPARTMENT 

INTUt O""'e& COM .. UNICATION 

Socret&ry !o'.orgenthau 

R&ndolph Paul 

0Anl4ay 26 I 1943 

You may be interested in the attached clipping 

on Chester Davis ' statement on expendi ture rationing. 

A' ) 
Attachment 
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\/all Str eet Journal 
l'ay 26, 1943 

Buying Curb 
Budget for Consumer 
Spending May Be Next 
Anti- Inflation Plan 

Food Czar Davis Wants Pur· 
chasing Power Rationecl 
Like Commodities 

Revives Talk of Special Tax 

BT & H. kHIJIU. 
... , C.; ; I ., n. .... ltfoMf 1__, 

WA8HINCTO.N- Dcpen41lu" "tklllbt.i 
may be P~ )7 tilt AdlftllltltraUOft u lt.l 
nu~ maJor MktttlCIII to UM aaU·IIIAa-tiOa 
ptof"lll- .. 

Covt.rnment econodiiLI havf t.ev .. uptM 
the po..lblllllu Ol l ueh a •ow t ver .. .._ 
r1•lnr purchulftl" powu ud a Mellalq "-; 
ume ot dvUJ.&n roodl ban Uuw.ltfttd t. drtwe 
prlcu out ot bo\lndl. ! 

It w .. not UDtU yetledt.J, l'loWrttt, tba( 
u:peodituA raUowllll c.eae la tor ~Vppcwt .. 
tM upper layt.r o1 Aclm.lnll'kaU. oAd.tJ,f 
dU.cUy r.-ponelbll t or prtc. control ...,. .._ 
trlbuUoD of ~ ciY1liu 1ooM. : 

' ne aupportu .... a...t.r c. 0.~ w.,f 
P'ood Admlal.ltntor, WIN Sl ~ W'l" 
~~r:dA&' to n Ut.&t ,.,... CJOaa._.u • ..,. ,.. 
dQQed. at eaped\J in"& ud at Jlf'lOtt ~ 
W11l DOt brftk ~ \M A .. WitnU.' f 

l 
boN .. U.~ne orckr • ~ COlt tl lh'lq ... 
.. , .. ucS ....a.rld. 

Kt. Da.S. took u.. poltUoa U..t raUoa~a~ 
ot purc:hulll;r powu wou&4 do ... to t.a.U 
u.e pre.un oa ptt0111 -...)W'OIIlW --.ke ,.... 
tionln.f ol foodl m~ lus•r to adala11ttr. 
He N ld lkt 10 l.oftC C. OOMU~ " •" ao.-
money co 1pend U\C!A will, ~ u ..,.,..nt 
abort.ar• Of tood dNJ>tt• r.eotd prodl.tCIUoa. 

ln &.be put. the Trt..ury DtpartiMIIt iiie8 
worked. on a rnUDbtr ot platll to raU. ..,. 
P4:n41tu,_ by tmpM!nr ,...,.,. tu: peaaiUH 
on •pen.dln&" abon Ylll'lou. lt.,...._ Olllt .,. oi 
tbnt. lbe •Pf:ndlfll tu. wlt.lela wM lt.an .. 
clown latly by Con~ lul yeu. W&ll ••• 
Ol&de pubUc. llr. o..u- eOI&IMI\ta crMtf4 
U.. ,.,..... h,. tu.t tltlwr UM .,.Mtl'l .. 
tax. l.a ..odlled form. or ,... MW ,........,. 

' wtu 11e ot'end te CoftlhM tilt ,_.., ne 

I 
p d''np las ,... • c-..a .. u.. t.p: . .. 

fOJ'Ced. .. nnp lll U..t .. ,.,t ., ...... 
~ "' n:b.mKd &ttu ... !"'· 

7Q 

, .. • 
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M.,..-.............. .,. 
M.t. O.ril"-n... .......... ...... 

/ •~t tAt Ulc Nau.aal • ' ''" ., ~ 

OOidalo -w.. 1o .,_.., "- n .... 6tllnr.4 by lila .,.c1a1 ,.,......uu"" 
K. Ol4ord Towuta4 ,_.,. ...,..... .r 
lndlaa&. 

.. ~ of tM talk ,. ' '"" IIMrtacw ..... 
rlHn hom the taet Wt .,. hak M-Ort •~1 
to tptnd tor food· Ulan •• eYtr ht.d bel on &154, 
btht( b.uman, wt: u .. tried to .,.nd Jt, .. Kt, 
O.vY .. ld. " AA lona .. Ulal eoftdlllon Oil 

Plee.t• t•1"1l to ,.,. I, c:o~ ...... 1 __._ 
I uceu mont)' to 111end ulat1, the American 

C'IVIII.an wUJ cooUnue to elamo.r for rKOrd 
food auppUe.. l ' 

''.R&Uontnc or food the prinCIPle ot IJ\ar· 
ln(--.bould ot oour.o modlty th~ 10.-.mbfe 
to Itt LL But ap.PlYtna: tbll ahartnc principle 
lO food a.lone t&D't eno~ TIM cauM of t.be 
lr'O\Ibla, the .xeea purch.Utft.l power It· 
Mlf. wm f'NII.IJ.D. tm.leu It too Ja abart4-
aboo"""c t>la ,..,.hub\1 .,.,..,. lll""'111 
muC:b beavtt:r"amra &lid tu&Uon. lo 1onr 
.. u. wild b<WMI ot ckmaM, ttd by tN.I UJI• 
pt'tCifd.tc.tcd pwdaubll power, ......,la u.a .. 

'

um--s: UM tH!lnc' or fOOd .lbort&l• ww 
c:ont&Au. ents lr.! UJ.lf tilDe Of J'fMt .. t food 
auppllu ta our *to.ry. 
~· •• kdosl•c FM41 !._ ... ··~, by rationlor bolb food and pvtebUo 
lnf powtr c:u the. app&rt.nt lhol'\&fu bt 
preven~d. And the more courare we a.. Ia 
rtUontnr this unpree~tnttd purcb.utnr 
powu lhtoush ta.xaUoa and lnvtJtment In 
our Govemm«nt. tht lut wt Will have to ,... 
tort to nLionLnr tb-. larce .tuPPI.V ot food wo 
have on hand."' 

M.r, 0flY1t credlted tarmtr apokt.lmtn w1lh 
·ex.,aeratlng farmer~' eOf\etm over hlfb price 
CtJIIt~.~• at~d protlll: " J bt.lleve tbt tanntl' 
Y tar mort C!Onceruect abo\lt 11mp1y bavlnr 
a aa.ft price floar that he can dtNnd on tor 
the rutuTe- J bttltvn hlt ehlet concern ta to 

l
bavtlhc labor, machlrl.eey, .upplte• and pl"'c. 
t.ha t wUI enable blto to pro4uet.' M I 'Ll teet. 

1 A4YooaUUc oomp!,l)llory pooUn.r ot .e&I'C4 · 

l
m:athlt'1C!'7. M..r. Davia expla.tMd !No lrNW lt. 
-.ould me-u ,..,aauona, prioriUta a.nd .,.. 
lq. 8Ut lhtte u'Uiance prtoriUN and oU.er 
rH tt.pe will be Of rMl utue 1ft t.ddlq' to ( 
.,.. ... .,,"' ~- ....... ..,. ... - I 
P'anrl!f... \\"'111 o.t Madd:Mf7 

f He aplD &NU'nd t.arm.ntt tltat they wou.M 
a•t the coadltftuy UM:y ncH. "'Wt ...... 

! made (rUl procrea.. mon tbu I bad U· I 
peeled to tJ. &tile to ,.port 'by tblt Umto" bt 
Mid. He added that ht wu not )'tt able CAt 

1 rlvf anJ' arure• 0t.1 the amount Of m.achlntl')" 
that wm bt uallable tor tarft\trl. 

I 
lndJcatln, the po~~lblllty of teed alloca· 

Uon, Mr. Davia .... med. ''later we may have 
to tact l.he producuoa probltm of t bt m01t 
eftlcJent dl4lribut.lon of livettock hedt to tn· 
able the mu:Jmum tood producuon." 

Onee more pOlntJnr O'lll lht n~tcl lor • 
pro)M'r balanoe between teed and 11¥Nl0Ck, 
M deet..rfd tb•t thi.J cOI.&Id be dDne UlroUI.h 
ta.rmtr OOOPf'J"'.tlon dod lndl.'tidual a'CIJutLiftenl 
by lbe tarm.eq lbem•Jv-. to far fa rmt i'W 
ba.,. eoo~rat.ed lt'l t.bUe ntc.-.1'1 apantiiOM 
llftd rt:tt;JtUoo._ 1'1~ .atd 
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TREASURY DEPARTMENT 

INTER OI'I'ICE COMMUN ICATION 

•o Jecretary Morgenthau 

••o" Fr11ncee t~cOathra.n 

72 

May 26. 1943 

CONTROVERSIAL ISSUES BEFORE OC.IlGRES::i 

1. T~x : Pny-As- You- Go - After five days of what appear ed t o be 
uopeless disagreement , House and Senate tax conferees late 
yester day afternoon approved by a vot e of 11 to 3 a co~-
ro~ise plan author ed by Senator e George and Vandenberg . 

Cnief febtur es of t t is plan, which conferees ar e confident 
will be approved by both houses, are : (1) complete abate­
.ent !or taxpayer s owing $50 or l ess on 1942 incomes 
(bpecial orovi si ons wi l l be written for tax liabilities 
~ l ightly over or under that fi gure); (2) 75% abate~ent of 
f ither 1942 or 1943 t ax, whichever is lower, !or persons 
with mor e than $50 tax liability; (3) unabated tax payabl e 
over '' two ye11 r peri od ; (4 ) GUartE'rly nayments on estimated 
curren t ear nings f or non-wage and so.la.r y i ndividuals ; 
(5 ) 2C~ wi t hhol ding tax t o st~ rt July 1; (6) anti-windfal l 
revision designed to capture t axra on an income more t han 

~20 , 000 higher than th!l t of a so-c11 lled norma l ye? r (tax-
1! yer may choose ei ther ' 38, ' 39 . or •40 as his norm. ) . 
Colin Stat., Chair man of t he Joint Congr essi onal Co:nt:ittee 
ot. Inter nal Revenue, esti mated that the 25,& carry-over pro­
\.i!'ion of t hi s comoromise olan would net the Treasur y about 
3 billion dol lar s mor e revenue than the 100~ HuLl Flan . 
CorJere~s sai d they didn ' t know wh!lt th~ President' s oositi on 
on the matter woul d be, but f elt confident the House would 
~ •rove the measur e lat e thi s week and the Senate shortly 

ther eafter . 

2. Po ll TAx - Desoite the contention of sout hern Representa­
tives that anti-poll t ax legislation would be direc t inter­
f~rence of the Feder al Governmen t in States ' right s, the 
.. ou~:~e o11ssed yesterday and sent to the Senate a measure pro­
Libiting the l evying of a ooll t ax in voting for Federal 
e l~ctions . Sou t her n Senat or s , however, ha ve a lready s t ated 
their unalter ab le opposition and i ndi cated their i ntentions of 
.ilibu~:~tering the bi ll t o death as t hey di d a si mi l ar measure 
li•st f all. Nor thern sup or ters of the bilL on the other 
l,<•nd, charge t hese southerners fe~~r franchi sement of negroes 
.. nd ".,oor whites," which southerners admit would create a 
very rea l pr oblem in t heir states . 
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.., u, 1848 

Deu llarrlatrt 

AI rou r eqll .. te4 1a JOill' letter of 
MAT II, aa4 puraU&Dt to our tubttqll~at ooa• 
nr .. uou, I aa tru•1tt1ag to fOil copl11 
of the truacrlph of the 110nb& aD4 llfter­
aooa uet1qa 011 Fr1411, MAT U, 111 the 
Trea•I&I'J Bull41D& wltb JOU &A4 the Prea14eata 
!)f the Funal Rtlll'Tt Bub at wblcb wen · 
preaent alto aou ... bera of ., ataff, 

I &(I''' wltb fOil that the alllutea art 
of ~~&ch lntereat to fOil ua to tha Fe4eral 
Rtlll'TI S71t• that JOI& abolll4 han tbtll 
copl11. 

S11lcenl7 JOW'J, 

(81p .. ) H. KersentU'Il, Jr. 

Secretai'J of the Tr•••111'7 

Boaora\lt Karrlaer s. Ecel•• 
Cbal,..., Boar4 of Gonnol'l 

of the ft4tral Rtiii'TI S71t .. 
lal~l.,toa, D. c. 

lilt .. 

BY Brown 1:20 5/27/4) 

File i n Diary 

(init. copy t o Ges~onl 
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BOARD o,.- OOVERNOR8 

FEDERAL RESERVE SYSTEM 

PERSONAL AND CONFI DENTIAL 

Dea.r Henry: 

!he two meetin&a of the Fodo"'l Ra­
oorn Bank preoidonto and ,qyoolt with YO\I on 
lut Friday were ot auoh ntal iaportanoo to 
tho Podord Rasern SyatOCD u ,...11 u to t ho 
Treuury tbe.t tho ateno,raph1c tn.naoript or 
lldnutea ot tho two meetins• ahould , 1t aeema 
to me , be available to ua aa well &I to you. 
1 woul d, therefore, very much apprecia te it 
if you would furniah mo with a oopy of the 
tranaoript of tho mootin& in tho mornin& and 
that in the afternoon so that thoro ma.y 'be no 
quoetlon ao far aa we all a re oonoorned of 
differences arising ae t o our reco llection of 
what was a aid . 

Honorable Hen~ Korgonthau, Jr., 
Socretar,y o~ the Troaaury , 
rraahin&t on, D. c . 
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)(q 26, li48 

Dear illana 

I Wal Ter7 IOrJ'T to learn that 
,ou han b .. n quite elck alnce I 
lut aaw r:· I called 7CUJ' office 
IITiral t I and Wal glad to learn 
that 70u are better toda7. I hope 
that before long you will be back 
at ;your dnk. 

Slncerel7 ;youre, 

Mr. illan Sproul, 
Pnaident, 
\'ha Facleral Inane Bank of Baw York, 
Baw York, Bew York. 

75 "' r 
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Llr s . ltoi:IUd;l 

Mrs. Dennis 

TREASURY DEPARTMENT 

1NT1!:1t O .. FIC E COMMUNICATION 

DATil 
llq 26, 1943 

The Secretary would like you to remind him to 

write a note to Jlr , Sproul today. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAT& llq 26, 194) 

I\ lo w1t b "'""' pl ... UH that 1 41opatcb \ho o.Uacbo4 4oc11111Dt 

portoJ.alDC \ o 1Mioxia - Ih llllrclco.l 81CDitlco..oco1
• 

I wo.ot oopec1all7 t o call :rour "'"""Uoo h tho pl cturoo ad 41acru• 

dlacr ..... u e prooento.UoD of tho :reo.ctloo of Mr. Jcoloo \o tho SecoDd War 

Loo.o. OD tho othor bad, tho 41acr• oo poco 9 •- to bo a roach ••U-t o 

of ~4 Oealllo ooUlDC up a War kYlDD Staff. 

Tou wlll ••• that careful~ otii411DC tblo book lo ncb aoro 'bOI>Oflclo.l 

tb., pUll, oopoclal17 lf 7ou o.lao ten tho plllo, 

To~;: 
rr.4 (llad.lolDo Choat) S.Ub 
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ANOXIA- ITS SURGICAL SIGNIFICANCE 

HERBERT C. CHASE, M.D., F.A.C.S., New York, New York 

&print from 

INTERNATIONAL ABSTRACT OP SURGERY 

(Surr"7• Gynttoloo ••li 0611th"itJ) 

A MgN-11, rw. Yo/. 7J, /Oj-IIQ 

~1, 1041., •n.,..,.,. ...... w. c...r~ 

78 
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ANOX IA-IT S SU RG ICAL SIGNI FICANCE 

HERBERT C. CHASE, M.D., ..... A.C.S., Stw l'ork, ~tw \'ort 

A
oe comes to the el\d of the third decade 
ol tho £n of tho Surg<on Ph)'liologist 
be linda that \'Oiumtaha\'T bten writtr:n 
r<latl"'! to the appllcatioo ol basic: pbys­

iological concqua to d inica1aurgtry. Water-salt 
rqul~tion, and 11.dd-b.ue balance have been re­
duced to Jimple ruks and chemical tquivaknt.s.. 
Sllloc:k aDd dthydralion are DOW' mtUUml in 
tmns of sped tic gravity and by berm.tocrit iodt:x. 
Vet, with ~II tMsc developme:nts and ldvances, 
OM or lh<' motL lire-su&llllning and llfe-glving 
qtots, oxyg<n, hu bttn ntsk<ted by mo.t sur­_.. 

lllSTOI.Y 

G•l<n (•So A.U.) taught that the blood lea•i"'! 
che right vtfttriolt passed through the ullrtery 

lib'' ,"fin to t.ht lu.ngs, mixed with the air to form 
tbc .. vital spirits" (2S). During thr litetinx of 
William Harvey (1578-1657) respintion WQ con· 
r..ldtrcd tbe cooling 1)'1tem tor the blood. Doyle, 
In 1666, demonstrated that without air, Hfe is im· 
po~~a"bbe. jobn M.ayow, in 1674, esta.bli.J.hed the 

'""' principles ol tho ph)'liol"')' of mpiratioo>, 
and ckscribtd the unitro-aerN.l tpirit" In the air 
and Ill abso, Hion by t.hc blood in the lungs (22) . 

In 1174, thil "li>irit" wu itollled in pure (onn by 
l'ri<td!' ed aiJod del)hlclpticated air (••>­
lavois.u, in 11171 also lsolatcd lbt p.sln pure 
lorm

1
Mmed lt. oxygt:n, and taught that. it (X)fn-. 

blne< with c.arbon to form carbon dioxide a.nd 
p~uc:e1 by thlt I'C!ad:.ion, animal h~t (18). Fol· 
IOwio& tho - k ol Prieotly and 1..&'-oisitr, oxygen 
wu bailed u a - lor all tho ills of man &lid 
th\ll it. was not long before oxygen therapy feU 
Into disrepuu:. lnt.erHt in oxygtn from a th~ra· 

peutic sw.ndpolnt. was revh•t.'<l durinR the World 
War by the work o{ Uaruoh, Haldanr:, Bunt, 

Dulton, St<>l<a, and othel"l. 
r._ pA1sw.,, •r '""'"'"'•- 1n pmmll"'! tho 

tubject or ano.xta 1n a ''cUnical"' journal and to a 
J)Urtly clinical group one may he juttif~ in de~ 
.. ribi"'! brl<ny tho phyo.lological mochanisms ol 

rapintioo>. 
Le Callols. in ,gg,, dneribed &lid alablish<d 

the sit.e: or the respiratory cmte:r in tM medu;la 
( lt)). Thit center, t.he CollMia retkulnrlt, ~tbich it 
located in the noor oi the fourth vtnt.riele, it • 

looJely arra.np group ol ntr\'e: ttlll with inter· 
tommunicatin& 6btr1 and with an a.bu.Ddanl 
vucular supply. The cmters are c:oanccted. di· 
K<t.ly with the prlnclj:tal efferent nnd afferent 
nerve pat.hwaya, and w lh Gl>ers from the ct.rotid 
and aonic: bodies thnMigh tho wgua and tho 
tn.nial ntrva. lney• are under both rt'flu and 

ehC'mital control. The baaic c:au.se or rhythmicily 

IJ round in the blood itte1f, and it it now ctr~in 
thll t the two «:ntcrs continue their Intermittent 
di.Jc:ba.rgts whtn all sentory nervn are ~-ertd. 

Although basic: rhythm mu upc>11 ehemlcal r... 
ton in the bklocl, the rate and duratkm of d)tir 
motor diK.hargtt 3rt continually inRuenttd by 
ltnJOrY im1>ultts pouring Into the mt dulla O\•er 
the &Berent nen-e J»thWa)'l (F'tgS. 1 and t). 

The - powUful ol .- aro tho aensory 
tmpul!ei whkh ariJe in the luncs thtJ:nJd\'C"'. 

In t868, Hering and Ort'uer (6, t6) described 
tensory receplm (Fig. J) in the smooth muKle 
apindl<s io tho walls of tho bronchioi<a th,...ghoo 1 
th<luop. which aro modwUcally .Umlllated by 
lunJ intb.don and mutde ttrttcb, aftd St:nd • 
ttne!l of lmpuiKS to the res:plratory cmtm 
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•• 1.sn:RN;\TIOSAL ABSTRACT o t· SURC£R\" CUASE: ANOXlA-tTS SURGICAL SIGNifiCANCE " 
) k BRA.CE SYNDROME 
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George Ruo• Oft1oo 
(Min Mlohenor) 

s ecretary l!orsenttuw 

I lroop holrift« all tha Ul!lt !lbout the Amy ~tnd lfa\'7 

oa..,oellns oontraato. t vlllh JOU voul.cl hftn !1okton look 

lnto lt 8114 f1n4 oat Jut vhat 1:hl true atory u. t &1110 

ha'N been told that thoy h&'N a l ot or orurplue ~~~rpplleo 

on hand '"4 ._,. '-'~tnt to ooll th•. I v ondt'r 1r thle etory 

11 true. !1o~on v111 ltnov hov to 4o 1 t . t ehoul d think 

he would get the 1ntorr.~at1on thl'OUsh Donald lfeloon'e ott1ae, 

but aa)'bl you' 11 have to go d1reotly to the Ano:r and lfa"7' 

and t he Marl Uae Oo!l!l1eeloll. Lla'N 1 t t o !loltton. 

/ 9 

•• • 
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Two Plans for International 
Monetary Stabilization 

by 

JACOB VINER 

FOR PRJVATB CJRCUI.ATJON ONLY 

To bt pubiUI><d in elM Aucumo, 19•H Yo/< liniN, 
Cof1rliht Yak Uaivcalcy Ptas 

Regraded Unclassified



Br laoob Viner 

To be published lD tho AUtWIII, 1943, 
Tala Renew, copyriS)>t Tala Unt ... ralty Preas. 

lCI! PRIVATE CIRCULATICII CM.T, 

~,!!! Contents 
Page 

Saott rundantental llonetary Prlnclpl ea • • • • • • l 

Pre-War Monetary Syat eaa • , • , • • • • • • 2 

Tho Keyneo and Whl te Dr art Plana , , , , • • • • • ' 
Farm of Drafts , • • • • • • . . • • . . ' 

• • !! New A8-ency • • • • • • • • • 
Banking Funt:tton , • , • • • 
Claar1nc Function •• 
Londi ng and Borrowl ng Quota o 

• • • 

. . 
• • 

• • • 
• 
• • 

. . ' 
• 6 

• • ? 
• • • 8 Voting Q.uotaa • , , • • • • • • • • 

DoterllillatlOD ot l!Xcbangt RatiO 
Statu.s of Cold , , • • • • • • 
Gold Holders and Gold Productrt , , 
Inflation and Deflation • • • • 
Capital Export Controle , , • • • • 

• • • • • 9 
• • 

• • 

The New Agency ln tbe T!'eneltory Period 
Proposed Non...J!oneto.ry Function• • • • • 

• • ll 
• • 

• • • 
• 12 
• • 13 
•• 14 • • 

• • 1~ 

• • • • • 16 

Conclusi on , , • • • • • • • • • • • \ ' • • . • • • •• • 16 

... • 

Regraded Unclassified



S!Dco tllo ooe tllllltl upoa Wboae pol'Mnenco wo con count le Cb4J!€o, tho 
world which Ia to coae after hoetllltloe cooeo Will bo bound to bo a ooco­
whet now world. llo mat not talce It tor srontod, bowo•or, that It Will 
olio lnnltobly bo a bot tor world, It lo wl tlliD tho power or 1110Dit1n4, 
atcetlr by teklt1f! tllo\lfllt, to IIOke it oo, 0... tlold In Wblcb tho world 
ursontly DHdo reMktns through rothlnkllltl 1e tho tlold ot lntor!IOtlooal 
occnOiliC rolotlona, end In that tleld tho pottorn or lotornatlonel monotory 
lnatltutlono eod practloea le ot ko1 Importance, 

Sane Fundamentel Nonotery Prlnclploo 

'!bore lo not , and thoro newor boo boon , anything Ulr:o unanimity or 
o~lnlon, Wbothor amo., o:r:porta or among lo,_., as to what tile Ideal 
pottoro ot International 110not111'7 rolatloaa would be, s,_ tlnd wlrtuo 
In trooly-tluctuoting ratoo ot oxcbtln,e botwoon Datlooal curronclea. 
Othoro bold, oltller co d~tlo sroundo or bocauoo tboy r eprd tllo 
tboorotlcolly ouporlar altorDatl1'0o ao unottolnable In practice, that tho 
OD11 4eolreblo or tho only Ate pottorn lo tllot ot oboolutoly ttxed or 
tl'OZOII oxchango ret oo. l!oet poraono Wbo hno Tlowo ot •111 oort en thlo 
quootlon otead oOMWhero In between tbooo oxtr•••· Aaccs tb.,., no doubt, 
ore oome lllho would argue tllet dlttorent ldndo or worl4e cell tor 41ttoront 
kinde ot aonotory eyate:oa and that tllo dool811 tbo world e4o~e tor Ita 
lntornotlonel economic relatione In sonorol obould dictate tbe pattern ot 
Ita lntornotlcnol monetary relations. 

• . -

Thoro lo at lcaot ODe monetary principle , bowowor , on lllhlch olmoet oll 
persona Wbo bol1oTO In lntornetlonel economic colleboratlon •auld .,. ogroo. 
Exchange rotoo ore properly matters or lntornatlonol concern. !boy obould 
not bo tlxed unilaterally by particular countries rogordlosa or their con­
aoquoncoo tor otbor COW2trloa . AbOTo ell, they ebould not bo dellborotoly 
Mlllpulatod oltllor aa weepono ot ocon011lo owooaiCil or •• b-­
nelf!hbor 1nati'WIOnto ot economic dotonao . Alfred 1/araholl , tllo sreot 
!b#lleb oconCIIIIat , writing In 188'1 at tho bey~ or VIctorian utoploniOIO, 
torocoet tbet "tile tio• will caoo at which n will be tbo\lfllt os unrooaoc­
oblo t or &J11 country to reguhto Ita currency WI tbout roterenco to otbor 
eountrl oo ae it Will be to heft alrnalllng codoo at ooo which took no 
account or tbo oi~DallinF eodoo ot aoo ot otbor oountrlaa.• That tlao baa 
not Jot ..... All recently os 1932, It woo atated aa a aetter ot coureo by 
on ottlolol lntornetiond contorenoo, tile StroM Contorecco, that "doclalono 
toucblnt upon monetary policy belons oxcluoiTOlY to tho ooworol811tY or ooch 
country•, But It tho poat-ar world Ia to handle Ita monot111'7 probl emo 
eetlatactorlly , tho Strosa doctrine .uet giTO woy to tho Yarahollian one. 

A oecond ~rlnclplo to IOI!IIch prol>ably a larso •Jorlty would euboorlbo 
11 that 1 t lhould bo possible tor ony Individual peraon or firm h&Yilltl a 
belding or any roro1811 currency acquired u tho reeult ot o normal c.-rclol 
troneactioo. to oxcbtlnto It trool:r at tbe proTO!llng rotoa tor his own 
currency, In otber warda, torolf!ll bolonceo orlalns out of noral trade 
troneactlono obould tar their tndiTiduol boldoro be oa liquid , u "un­
f'r01en•, aa 4c-at1e bank bale.Dc•• ar da~~atle cu.rrency l.D one'e pocket. 
I boUoTO that It these two prlnclpleo wore tultlllod IUbatenUal atobiU ty 
or oxcbontoowoul4 rot01lt 88 on oaoot lneTiteblo cCilooquonco . lloltllor ot 
tbooo ~rlnclploo will In practice proTO copoble ot reellz.aUon u.nloao sub­
atenttal otabiUty or oxcb*'&e• Ia both proaorlbod and tacllitetod by all 

IDtornotiOMl 8CIIOt111'7 code and a11 International acootory lnotltut.lcc 
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dul,ned to ontoroo tho eocle end to creeto t ho oondlt!CIIa wblcb will aake 
euch enrorc-nt poaaible Without lnJurr or herdeblp to anr coUDtry, 

Pre-Y/or llonetery Syat•• 

Before 1914 tor about a century et ebllity nr exchange r ates pre.allod 
moet or tho t lmo tor moat ot t ho world' a ourronc lea. Thla was onl y to a 
minor extent tho r ooult or 1nternat1onel asre..,.nt , It wee tar tho moat 
port Oft lncl dontol , thoueb gonarally-WolOONd, by-pr oduct nf tho adherence 
or moot countrloe , pr1.mar 1ly tor internal r"oone , t o tho gold otanderd ar 
eomo other clooo1J-rolatod rona or metallic •onotnry etandard. n.o r tr ot 
world wor, and oepocially t ho aeonoalo dloturbanou Which wore 1 to t .... dlato 
artarmath, put en and to thia monetary FOlden age, 

In the 1920'• moot countriao etro•o to return to the gold standard or ••• 
ita tubltantiel equi ~ent, and anr or th~ ouccoodod in doine so, But 
thoro had railed to be restoration or the condi tiCIIa ..,ich are nocuearr 
rar tho uooth end bonetlel ent workt1141 or an intarnettonal cotolllc otandard, 
and aapoolally aodaretion in trade barrlert and tbo inltlal aatebllohaant 
or exchange ratoe at le•ala conaiotont With the .. intenance or aqutlibriwo 
ln lnternattonel balancaa or paymento without r eoort to oerlou.o dotlatlonarr 
moeoureo at homo. Tho gold etanderd or tho 1920' • weo a rragllo thing, 
without •ltal1tr and internal ot.rongth , It 11>1lntG1nad a pracarlouo axlotanoe 
lareely with tho aid or Infusi ons or dollar credits by gullible-- and 
sulled -- Amorloan lnYeotora , lndlvlduel and lnatitutlonal , In rorelgn abort­
and lone-term aeourltlaa, I ts waaknaoa baoama apparent With tho ouddan 
ooaaation or American exports or capital In 1929 and ita oollapaa began al­
moot l"""odiataly otter the t lrot onalnut)lt or tho sroat depraaoton, ~land, 
and wit~ lt t he whole •st arling area• , abandoned l t ln violent manner 1n 
1931. 1be United St atoe abandoned lt in e•en more vlolont manner ln 1933. 
In 1936, with tho unduly protracted dam! eo of the •gold bloc", Franca , 
Bolrlum, Holland , and Switzerland, t bo ,old ttanderd aur•had apparently 
only In Albania . 

Tho Fold atandar4 wea largelr replaced 1D the 1930' a br lllOre-ar- leas 
regulated excbongao , by oxchansa controls, and by resort to blloteral 
tradi"' on linea approochlng closely to pr!altl .. barter on o countrr- to­
country scale . I.n a row countries, moat ootably tbe United States, tbero 
waa a port!al return to o shadowy tora or sold otandard on a strictly 
national boola , whore conatancy ln tbe eold •aluo ot tho national currency, 
ir aointolned at all, wea not loeally required, woe not confidentl y 
expected to continue i ndo tin! tely, and, beoeuae or t be absence ot gonara.l 
pre•olanoa or tho gol d standerd, did not ln..ol.a atab111 ty ot exchange 
ratoa, In tho !&to 1930' a pr obably no country Ylaa wholly eatlatied with 
tho ox1ating monot ary situation. But thoro woo no ogroOillant as to tho 
d1raottcno ln ·•hl ch Improvement waa t o be ooueht. Sa11e wished tor a rat ura 
to tho rigid pre-1914 FOld standard , wit hout tundemantal chango tbaretn. 
Otbara dreamed or 8 new lclnd or rold otanderd , an lntoroetlonolly-lllODasad 
ono doetgnod to produce both etablllty or tho oxchans•• and etob111ty ot 
•orlc1 price lanla, 00 00 to cure tho sreat detect nr tbo tradltlonal gold 
standard, that lt aada tho world subject to oueta l ned datlatla>arY or 
lntlattonary prlce- tranda ra&ultlne r ..... rortuitoul d .. olopMnto 1D tho 
diaco.ery ot sold-t1el4a end tn tbe toehnolon or rolcl-alntng. Still 
ot bara, and eapocially the totoll tartan countrteo, aought a poraanant and 
eoapleto clhoroo ot t!lel r monet8J'1 oyat .. rr .. gold and a further extonalCII 

Regraded Unclassified



aod lntooalticatlon ot exellanee eontrole ecklnlahrtd on a national bath 
aod with aorrowly nationalistic and Indeed In oo=e eeaea openly aegreat!Yt 
objectl•••• Whet, tr any , wee the Amerlcen lone-run monetary objeetiYt It 
u difficult to det ermine rr ... t he record 4urtns theee yeere , When policy 
wee .. owe4ly on a "24-bour baste• , end ototutea, thouBb otter 19\13 not 
procttco except tor dlYer, wore such eo t o pol'llllt or all aorta or atraJl4!t 
dcln«a In the monetary field, 

l'lbather It 1e to be desired or not, a apoe4y and general return In the 
peat-war period to oomethtnr like the tro41t1onal I!Old standard thr0114'h the 
autonoaoua cction or ln41Yidual oountrlea lo highly unlikely, MoDy 
countr1ea wtll omereo from tho war period wl tb abottored and distorted 
eccn011111. llany countries " 111 han a heny ocoWIIIllatlon or obort-torJD 
exterDal iDdtbte4Deoe which they •Ill bt unable to liquidate e.xcept by a 
nry gradual dtl'reezil>F proceee or by connreloD to laog-tera debts wt th a 
elow uorthatlon tohedule. llany ccuntrlu wtll eaerga tl'OII the war wl tb 
exellanst ratto too h~ in relatloo to their lntercel prlce-levelo and to 
tho rorell!n -Dd tor t he t bingo Which their curroDcloe can buy, Meet ot 
tho world' a gold will be concentrated In a taw countrl ee , especielly tho 
United Statee, and aany countriee without gold aiDea or etocka ot gold wtll 
tool too poor to carry tho load or acqu1r1 Dt eutticlent gold roaeneo to 
permit their return on a oecuro haole to aD orthodox gold standard haole, 
Some, probably many , countries will haYO DO iooliDatlOD to subject thos­
etlno t o t he monetary 41scipl1ne ~lch adherence to an lnteroatiooel 
standard lDYOlYOo and will prefer to r et olD full monetary autonomy if ouch 
procedure •Ill net iDvolve their eubjeotion to punitive measures by ether 
ccuntrleo or to oxclueioD from attractive tloenclel or commercial prlvllegoe, 
In acme Amerlcruo quartere the notioD i a current t hat it only tho Uni t ed 
Stotoa roturno to a rlfid tull-tledgad gold atandcrd, With tho price ot 
@Old In dollore pormanaDtly ttxed by J.et ot Cooereee tDd With unlimited 
coovortlbillty of dollars into ,old eDd of gold Into dollars at thle price, 
tho root or tho world will ot Ita owe accord tOOD either tollow our example 
or, tell!~ t bi a , wtll peg Its CUl'Tancleo r igidly t o the dollar, eo that 
tlthr a world-wide @Old standard or a world-Wide @old-dollar otaodard will 
pronll. 'lb!a eeeaa to ae to bo 4ay-4roamtna, and, cocaldaratloa.o or 
Dstl ooal preetlge aalde , the drsaa 1a not o wbolly pleesant oce. AD un­
regulated IDternettonel rol d ataoderd would put the world iDto a aooeterr 
otra lt-jacket whlcb would block tha adopt!OD of deelreble as well as ot 
toolleb pollcleo, A world-standard baaed aD tho dolltr end managed by t ho 
Onlted Stotae atrbt conceivably work odnlrably , But there Ia lit tle In our 
monetary record tor the pest 150. or 2~. or 10 yenra , or in the character 
ot our lerlelat!Y& procedures and attltudel lD the monetary field which 
would juattty cODtident axpectotlooa that we would be poeaably rood managers 
e• en ln our own interest of a "orl d monetary eyete~ 1f we were tree to operate 
unreatrlotad by toterostioDol commitments or on iDterDationelly- tramed codo , 

'!be post-wer world mooot ary system, It It t o to buo f!OOd prospects or 
bolog a eotlet actory ana , Will therefore havo to be deliberately designed 
under etrlctly iDtarnatlooal auaplcoa . 'lbo ttebDical ccaplexlty ot tho 
problea , t be 41•er aity or ends ot>ich acDetory lnetltutlooa ere expected to 
oena , tbo connioto of lntereet and non aoro ot op1D1on botw..,D aod with­
In countrlta, will aok.e 41tt1cu1t tbo reaching or eueenent •• t o priDclploo 
IDd ao to technical detall.a , 'lbo aooahry arrangaM&ts ot the world baY& 
tbolP lapoct upon tho aoterial well- being or aftry coo ot u.o, they han 
oleo t heir coctrlbUt!OD to ...to to t he dat...,.lnattCII ct Whether thl a Ia to 
be a poacttul world or a world alwaya preporill6 tor war aDd por1o41eally 

Regraded Unclassified



echlnlng It, Tba public, at least ID the demooratto oOWitrl ea, tharetOI'a 
ebould end will be given a ahara In the prooeaa of ahoplns opinion ae to 
whit ore tn be the eaeentlel charactarlatloa or the international monetary 
ardor ot the poet-war world., 

'!!Ia l!arpaa end 1111 te Irett Plene 

fora of trotto: 'lba toolr: of clar1f1cot1oD of th1Dir:ing, of dlaconry 
or belle tasueo , end. of oryatallhatioo of op1Dioo, baa beeo tacUlteted 
by ll!>et oealll to Ill tn haYa beaD an ideal procedure oo the part ot the 
Britlah and tho Aeerican Oovern•eata, In each oCIWltry o 4rott plan baa 
bHn worlr:ed out by experts with otrtclal atandlng end of the highest pro­
foeeional cred.eatiale In the aonetary field, hae been mode the baala for 
disouoaiona on tho expert level between the government• of the United. 
Nationa, and baa bean iaaued to the general public tor exaaioetion, 41a­
cuaa1oo, and. poealbla l.aproYament. 'lbeae plaoa are Dot tormal otticlal 
propooala and. Dei ther sovei'DII8Dt Ia cOIUOi tted to thea beyond cou!orrins 
upoo thea an otf1c1al bleaalng aa deserving of baing uaed aa e basta far 
oxploratioD and diacuulon ot the taeuee involved, 

In tora andatyle, the two 4ratt plena are atrllr:inglJ different. '!be 
lll811111 one , prepared under the direction ot Lard li.e}'llea and bearing avery 
evidence of be1Qf; llft!Dly the product of hie pen and hlo brains, to coat in 
tho ooaay form, It preeanta not only a stat ement of tba dealrad prlnciplea 
end a description of the proposed new tnetitutioo which Ia to carry theJil 
Into eftect, but also a reaaoned arguMOt in support or the propoaolo, 
~1ch, ae was to be expected , 1• a masterpiece ot pereuae1•e expoelttoo, 
'l'ho Allor lean 4rett plan , prepared by Dr, Horry Wh1 te, the Treasury' a able 
aoootary adviser, ia iD vary auch tho tara of a 4ratt bill ao 1 t would bo 
propered tar oubJiliaatoo tn Coogreao, and autfera frca the colorleaaoua of 
etyle, the juxtapoeitlon of aettoro of fus>di.Mctol taporteoco With itaaa 
ot IDIIf'Dltlcant procedural or organi:tational detail , the uao of hlshlY 
tocbnlcal torainolQf:1, aDd the abaonoe of raaaoned areuaeot and or ex­
plaoatary atertal tlblob thlo fora of praoentatioo loan teblJ involve a. 
Aa far eo effectivonoaa of preoontatlou to tho public to coocarned, DO ooo 
Who baa looked at the two 4ra!to Will daoy that tho advantage to Wbolly oo 
the e14e ot tho Keynes cmo, But tbaro are componaotlng odvantagea tor tho 

reader In Dr. Wbite' a procedure, It lett hla with leas 1-Y for 
amb1SQity, or 1Ddeoie1oo, It tmpooad upon him tho naooaaity of f1o41ng a 
cooorete procedure tor illplMaotlng every a peel flo propoeol mode by b1DI. 
It lett an opeD field t or tho public in finding rooeona for -- or of*lnat 
hlo pro~a, wberaae tba JCoyDeo form of proaoDtetioo IDvolvoo oou danger 
that eoaa ot bia propoeala wtll be juc!secl ratb.,. oo tho parouaolvoDo .. of 
tho a..,_ta by tlblcb be 811pports thM thaD CD tho loboraot. ..,rite ot tho 
propotola theaaolvoo . Evan whoD they are oubot.ootlallJiD auo_.,t, "'"'· 
I'I'V, tho two dratto edalrably auppl•eot each other , and whoo t:lera are 
real or apparent 41ffareocoa between thea a coaparlOOG ot thea bri.nga to 
llsbt iapartont. toauoa tlblob otberwlao ai@llt ban r_i .. d IIDexplarod. In 
t loding the t1ae, in tba Bidat of their bee.,. aD4 rooponoible warttaa 
taeke , to aka these oooatructin ooot.r1but1ool to tho plann1~ ot a batter 
1ntamot1ooal econoaio otructure for the new world 'Iiiiich Ia tn como, Lord. 
li.eyoeo and tr. lib! to have baon pood public oarvonto t.nd bave earued our 
tratltudo , 
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In tllo c .. parlloc or tho two c!rott plano wblcb tollowa 01117 tho ...,.1 
tapcrtollt upeota are ckalt • ltb, and polnto on wblob thor o are l.otportant 
dlttoroocoo between tho two plene are axaalnad •t th gooter part icular! ty 
tbon pointe oa wblcb tho two plano aro ln oloM ogo.,.ont , Tho plano hoYO 
111 00111011 tho pureu.lt or at leaet tbo tour tollowtaa objocthoe: (a) 
control by an lntornatlonal asonoy o .. r tllo lo•elo or excba1110 ratoe or 
llottonol ourroneloo; (b) prn..tal011 by tbla aaonoy Of an offootlVo oyotaa 
or 01ultlllltoral olearlnge; f'c) l'18Ulatory . power or adaonltory powol' or 
tblo ogonoy wltb l'eepect to aonotuy and athol' prooodUl'oo followed by 
porttcular oountl'loo wblob Ol'o eucb ae to dlotu..b or tbreetan lntOl'netlonol 
ooODC81o oqulUbrlua; (d) a-entation or and a bettol' dlotributlon or tbo 
world' I eupply or l1<1U.1d uano or lntornetl011al peynct. All or tbeeo 
objeotlYOo &l'l deell'ablo and ll:lportant, Tho aoot otaoltlcant dittoronceo 
botwoon tbo plano are 1D tbo extent of tbo gent of power ud tiii8Jlclal 
A08Jll ODd lD tbo typeo Of procodul'Oa and aothodo or Pl'Q80tlna the .. objoc­
tt .. l Wblcb tbOJ propooo. 

Pr-opoaod Now .Yancy: Onder ooeb plan a u• asaocy l.a to be oet up by 
International ll@l'ooaent: lD tho eoeo or tho llblto plan, a "'JJlltod and 
Aeeoclotod Natlona Stobllt~atloa lUnd;• under tho Baynes plan, an "Intorno­
tlonol Cloarlllf: Onloo. • llecl>orOblp to to bo open to all eountrloo aeotlaa 
tho a toted condl tiona , and ts to bo contt nod to f'Onrnaento, and all trano­
octlcno (wltb -• minor exceptlcca under tho White plan) ol'o to be 
eonduotod wttb end on behalf of treoourteo, control bonks , or ot her orttctal 
notional Ol' lntornetlonal arenclee, Ondn both plana tho gonrnlaa board 
ot tho osency to glvon tho power and duty to call tor relovont lntormatlon 
trOll tho Jllli!lbor gournmente, and to aake l'Ooouendatlona to tbea, Whether 
they Ol'O debtor oountrloo or creditor countries , when their pollc.leo or 
proctlooo are oucb ao to thl'oaton tho lntornotlCIIIOl oqutltbrtwo or their 
awn or or othol' notlonol econOIIloo, ~altho con be IJOpoood under botb 
plane upon aoabar countl'lee in tbe rora or chargee on oxcooo bolenceo and 
ot wltbc!rawalo or tho prlnlegee artordod by .,.Jibol'Ohlp lD tho agency. 
Ao tho osancy to be eotabllohad acqU.lroe prootlgo thl'oush tbe yooro through 
oucceutul opuatlon and baa do1101111trato4 Ito objoctlnty and ita c .. petenco 
lte c~t• an4 reeoaae·ndat1ona -.,, htM'ITet', prcwe to be lte •Jar" eoa­
tl'lbutlon t ... rd aolntalD.lns a ootlotootorll1 oporatlns lntornatlonol 
aonotory oyotaa. Tho d .. lro to uolcl public roproor rr .. an agency of tltlo 
eol't aay bo aora orrectl •• than rtnanclol ponoltlaa or rewordo ln lnduclns 
-•r eountrloo to a.o14 pl'actlcea wblcb ore lnlaleol to tile llnlntonanco or 
tntOl'aatlonol aonotary o(lulllbrlua. 

In tho liMe prnpoeecl by Ill' , llb.lto tor tbo new qonoy, 1 to o:rchlllf:o 
atoblllzatlon tunctlon recel••• oapbaolo; ln tho naae pl'Opooad b1 Lord 
Xoynee, lto oloorlne tunctlon roool••• •=pbaoto, Onder both plena, bowo•ol', 
tho oeonoy will haft aa 1 to prlaory opol'etlnS tunotlon t bo banldllf: tunctlon 
proper, 1,e,, the tranater ot aonetarJ aaeeta OD a loan baeie tram tho .. 
Who ora ln llqU.ld pooltlon to tbooo wbo are In need or tunde. Onder both 
plano tbe bonltins operetlon will be ot tbe •autuel" typo; all traneectlano 
..tll be beW.aD Maben, oecb ot wbca wlll ln prlnolplo be expected to bo 
ln a Cl'odltor pooltlon ot 1 ,.. t lau an4 lD e debtor poo1Uon at others, 

Bonld!!f lllnettoo: In tbo llblto plan, aecb alllbor atoo on lDitlal 
contribution to tho hnd ln "local clll'l'ODOy and rold (and aloo ln port lD 
Ito own go..r-t oeourl tie a) and •abar borl'CW1n& wcaal4 nanoll1 tate tho 
ro .. or borrowia& rr.:. tba tunc! opoclttc cunonoy bol4lnp 11blcb otbar 
-oro 1\34 contrlbuto4 to tbo tund, 'nitre lo to be a 1101101 ot aeeo1111t • 
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tho "Vnttu ,• oxproaeed in tel"Da ot o apoe1 t1c qunUt7 or tol4, but it wUl 
boYO only bool<l<eopice att>Dittcanco, 'lbo Keynea plan Mkoo no proY1aioa rcr 
OD In! ttal fUDd ot' tor !oral CCI!tribUtiono b7 MJibera, aJ14 Qat It CCII­
\Oftl>l&toO..., porhapo moat accurotal7 h 4oacribt4 oo o autuol cro41t pool, 
lle,...ort tn DHd ot tore1(!11 curroDDiN oan draw on tho pool tor tho loo11 or 
"bancor•t a D .. intarnotionol "boolt-conoy• to h crMta4 b7 tho UuiCII , and 
a bock credit with tho Union in terms or banocr auat ba oooepted by a 
cro41tcr melllber at a proeoribed rate in settlement or ito olaima on tho 
bori'OI'tlljl( -.bor coUJJtry, l'lben tho Union be&tno operettono , it 10111 have 
no aaaeta , Suppose that ita !irat t r anaacti on to with country A, which 
haa a poymont to lllllke to oOUDtry B in tor111 or 8' a currency. COUDtrJ A 
clroWI on the Untoa tor that al!lOUnt or benoor , !.• Which at tho p!'OOCl"lbed 
rete II equt ... lent to Ita debt to B, and cOUDtry B 1a required to accept 
o book ore41t tor x bancor ao settlement ot Ita olota on A, 'lbe Unloa' a 
booka DOW ahoor • cra41t balance ot B tcr X bancor and a dobtt balance or 
A, oleo tor!. bancor. Ir ohortl.y therNttot" oOUDtry B obould need to 86ke 
po)'llellto to ooUlltrJ A In excoaa or Ita JIOMntarll.y onllable oupplJ' or A'o .•. 
currency , It could oak the Union to transfer Ito cre41t balance ot x 
baocor to cOUDtrr A'o ecccunt, wtth the noult that tho boolto ot tboUnt011 
would aeatn ahoor no cre41t balaMet and oo doblt balancea. At all ti.Ma 
tho ou. ot tho cre41t belancoo oa tha boob ot tho Untoa would equal tho 
lUll or tba dab! t balances. Under both plaoa tho purpooo or oucb bankin& 

es>peJ"aUoo.o would be to provide oultoblo Ct"odlt rocllltleo tor cOUDtrloo 
toaponrlly abort or me.ana ot aeotln& external ltabllltloo oo ao to •Ito 
It poaalblo tor them to llllllto tho nocoooary poyllllnto wl thout prooouro en 
tho oxcbacee Yalues or tbolr currencies aJ1d wttbout resort to dofiat1onary 
internal moaouroe, to rostrtctiono on laporte, or to tho application or ox­
change oontrol to non-financial tranaaotlana. 

Ae tor ao the put"oly bonktnr tunotlon ot the now o~ency Ia conoerned, 
tho KoTOeo plan UJJquoetlonably pro'rldeo rOt" o!JsplOl" and nooter booltltoeplng 
pt"ooodureo tor tbe aFoncy and olapler ttnoMiol rolotloao bet woon the agency 
aod Ito aellbeu, It tho WOt"ld Ia to ao•e o'fentuell.y to a genuinely new 
lnternattonol curt"Oncy , 41vorced tl"oll eold ond conotttutlne tho oolo 11011oteey 
Ulll t socoully uaablo in -king International payaonto, tbe A'eJDSO plao will 
bon .,,. farther In tho d1rectl011 ot oottln& up r ..... l relatlonoblpo 
•PPt"Oprloto t o tbe new currency and ot abollobln& 01" rondarln& obsolete 
ot tho t o,...lltloo ot tbe oxlotlne procedure In tntOt"notloaal aonot&l"J traM­
actlooo , But tbe olapUeltloa or tho l\'eJCo• plan In tblo t"Oopoct are 
eoaonttolly new ol8plle1t1oa end thot"orol"l aOt"e ~zllag to aoet persona 
than tbt roatltor coaploxltloo of tbo pl"OCOdure propoood under tbe llblto 
plan, Co ott"lctly economic groundo I sea no Important distinction between 
the t•o proce4urea. It mBy, bowe•er, '- an alh"antace ot the White pla.D, 
oepoclally but not only in tho United Statoo, that a4b&l"once to It walld 
l"oqulra 1..,..41ate legiolatha authorization or tha nocoooory contrlbutlono 
and &Q!Io ro'rloton or monetary and bankin& ototutoa end would t hot"orau 
legally end politi cally commit tbe member countrloe to the new r egtae aore 
dettnl tely and UlllllllbiSIIOualy thaD would a aou aokD.-lod&eOiont ot a 
contlneont Obl1getlon to accept haDoOl" ot"odlto aa ootloractory aettloment 
or futuro clalao Cll oxt.,nal countrtoo. 

Cloarl!lf! J\metlonl Both plana otroao tho aultllotONl cloarln& function 
Of tbo D .. &&mCJ end it 1.a a Mj01' purpooa or both plana to pt rid of tbo 
bllot .... l ncholl(; coatrolo which oproed over tho wOt"ld In tho 1930' •• But 
It lo In oaob cue not tbe cl..,-ill& tunctloo ot tho agency Whloh auar-nteoo 
tbo troo oxchace•bllltr or ont ono eurronc1 ror ODJ otbor. "Cleorlag" 
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...,., •tcblll( ar ortaatt1118 debt by roolproool debt, llDd crad1t by 
roclprocol crod1t. In a pure claariD¥ t\IDd ao Dot orod1t ar debit balaDcoo 
caa be carried onr tr<a ODo claarl118 period to oaotbor . &.ch Det bala<>ooo 
01 do appear ID cloarl114 traaeeotloao reproeoDt uncleared -.rgiDa ...,d .. n 
bl uttlod ID tho ordil>ary aoaetery r .. bloa. In the oua of each plllD , 
tho JIIOhMiool pertONaDca ot the oloar1114 tUDotiOD would •ke ot 1 toolt 
oo olgnltloiDt cootr1butloD to the reatarat10D or multllotuel claarl114a , 
tor 1 t 11 tho roourrenco ot unoleorad £!l balanooa, not the obaonce or 
.. cblnory fOr Offaett ll18 debito and Cl'ldlta , Which oxplalna the Wide 
retort In tho rooont poet to bl l atarol1atlo oxohanso controlo , The real 
cCiltrlbut1on Which adoption of el tber ot the plano would lll&lce t o the 
roetoratlon Of multllatarallom In International oloar1D& procadurea would 
b8l by proaotlns exchange otablllty and oxpeotatlona or Its lndotlnlto 
oontlnuaDOa; by roqulr1DE or parauadlns oountrloa to abandon bllaterallot1o 
pollcloa oa tully and aa quickly aa poaolblo; aad by prortd1ns tar .... bor 
oountrloa oa1urod crod1t f acllltlao , OD attractive taraa, t or tho taaporory 
ooqu1altlo11 when they ban need tar tb .. ot ceeno of aaldng extarDal pay- • 
11111ta or tor pootpon-nt OD a praarr81180d bUll ot tho call tor akll18 ouch • 
~ta. '!bore lo DO obvloua reoaOD Wid or 11 thor pl811 why octual cloer1118 
oporot10111 l!bould not aga111 be conducted eo tboy wore 111 tho pelt by tba 
private aachlnllr)' of the great 110118)' aerlceU, •lob olD operate with o 
deapotch, • 11100tbneae, and an oconoa.J alch aro Dot likely to be aotchod 
by 0117 new l natltutloa , 

Londl !!f! and BorroWI!!f! guotu: tinder tho White plan, each country 
would be aaalcnad a quota tar oontrlbutloa to tho Fund In tho term ot rold, 
currency , and govarDment eecurl the , or wblob only holt would bo called tor 
at once , With ·~ billions auggoot od a1 an appropriate figure tor tho olzo 
ot the fund when all quotas had been tully contributed, Under tbo Kaynoo 
plan there ore Q9 or1F1nal oontributlona, and no country Is rsqulrad to 
,.lea 81\Y oontr1but10D until other m•bor oountrleo •lob to borrow bonooro 
In order to lllko poyJDento to th011, When thlo ocoura, auch country malcoo 
Ito oontrlbutlon by accepting a credit balance in bonooro 1n lieu ot PIY-
aent in Ito own currency. No opoclt1o llalta ore oat to tho oaount or 
contribution wblob eny country may bo requlrod to aako on tbla bade ex­
cept oo It rooulto troa tba llmlto aot tor tbe borrowtns quotoo or tho 
101aber oountrloa. In theOO'y, ooeUillng tbo aolly taprobable nontuall ty 
tbat all -btr oountrioa but ono wore abort of tbo reaalnllll! country' • 
currency, that country (oay Haiti, or perbopa aero lllr:llJ , tba tlnltod 
Statu) cOUld find 1 taelt Obllgtd to oontrlbuto t o tbe tinton on amount 
equal to the oum or the borr<>WID¥ quotoa or ell the other countrloo . 
AaoUillnt tbot all oountrleo In t he world join the tinton aDd accepting tha 
tor.Ua IU4!1!'0atad by Kayne a tar tlxlng tho borrowing quoteo , Dl!lllely • 7!1 
per cent ot the oYoroge sum tor aoob a .. ber duriDfl tho pre-war yeara of 
itt axporta and Iaporta , thla would ... ount to ooaathlng llko f35 bllllono 
If tho tole contributing country war• Haiti ond •31 billlono It It were 
the United Stataa, !Yen tn tbeoe days thaaa are otlll alzoblo auma . 

In tho Wh1 to plan the borrowins quotes oro , roughly, double tbe full 
oootrlbutory quotoo , with prevlolono tor oxotod1DI! thaao limite under 
r11trlotod olrclll!letonooa, and tho ••1- -•gate loua to me~~bera by 
tho lund, atoualnl! all cOWJtrloo In thl world to bo •lll>oro and all MIIIJ81'1 
to bOZ'rOOI olaultaneouol)' up to their tull quotoo, would therefore bo ebout 
tlO bllllone, Under botb pl811o , hOOII'ftll' , thllo enroll t1gurea ore of 
little olrntrlconco. It nearlY all countrlee wonted to borrot almultonoouelJ, 
both plano wOUld toll, Both plllll• prorlde tar rutro1nta or varloua ldndl on 
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borrcortn«• by Mllbora bo7ond apeolftod h'eoticca ot their q~ae. UDder 
tilt lh1 t1 plan, 80t'oOTor, aollber oOUDtr1M, r-1'41••• ot t heir qucha, 
con borreot tile particular currenoioa th11 need only to the .n .. t ot the 
bol41nto thereot by the Fund and the w1l11CVIUI an4 ab1Utr ot the fUnd 
to borrcor additional auppliu. Tba 11atta CD bcrrowlnc are on tho llbola 
..,.h tipbt'ar under tho White pleD than under the Kaycee plan. 

Keynoo' orgu&onte etoinet r1F1d landine quctoo are .err parouaet~o . 
It tt to token tcr granted that tbe londtne asenor wtll cparoto .., eound 
pr1no1plea and wttb wtao and object!~• man~ement end that tbare wtll bo 
benortt tree ita oporattone •• a obole to creditors and debtors allko, 
tbon arbitrary quantitative liaito on lte operattona are irrational, 
Kaycee olalal that a cOUDtry wbtoh aoqutrao a larco credit balance 111 
bancora under hie plan to at leaot u well ort aa 1 t would be In tbe 
abiODCI Of tbe Union and that it it wiabte to reduce ita credit balanoa 1t 
cu alwe.ya do eo. e . g •• by r•oT1q IOM ot lta barrlera to t.mports . by 
carr71ne CD Ill ape.netoniat pol1o7 at bcaa oblob would operate to lncreuo 
ita laport.e and to roduco ita experts, ud by lendtne at 10118 t..,. abroed. 
Ro alfht b.t~e added that blo propoell doll act co nearly u tar In lapelrtne 
the poottioa ot the c reditor cOUDtriu •• do a wbolo tllllUJ ot plana obicb 
ban been launched 1D rooont yeare troa ~arioue aolll'Cu, tnclu41DI! b1@11 
.AMrtoon cnu, and he~• baeD taken O\IJ'pr111n8ly eor1011aly, oepec1ell1 in 
prcopecttnly debtor couatrtes, Tboae pbna pronda in one •1 or anotbtr 
tor • pertabablo• intornatlonol aonoy or tor enpcratton ot croditaro' 
olatna to piJaento troa abroad 1t net u10d within a abort epooa ot tlao in 
tho puroheaa ot debtor couatry pro&cta, 

Novortholooo, it ooaao highly doubtful to mo that cowntrtoa which 
axpoot their ourroncloa to bo 111 apeotal demand attar tho war and therefore 
expect to be not creditor• will be wtlltns to aocopt portlcipotton in any 
plan under obtch thoro 1o no dot1n1te limit to the aaount of laod1118 tboy 
•111 be obltcatod to do, Not only ere they likely to tnelat upon such 
limite, but they ere likely alae to deaond • tighter rein than leJDtl 
prop0111 CD borrowtnca h-om tbe esoacy a e 101111 aa the debtor count.rtee 
retain appreciable quact1t1aa ot liquid extornolly acceptable aoaota not 
OD17 in the ro .. ot told, but alae in t ho tara ot torolsn balances or ot 
torotsn toourlttoa . It ta D:f sueae t hat wbatonr pleD ta ttnollJ adopted 
•lll except tor ~Y aodoat uarootr1cte4 barrowil>l! quotas attllllpt to 
conttno borreotiJif troa the n• er;tDCJ etrtctly to oao•• whore altarnattn 
aoane ot •kine externel paJ~~eDta b.t~o doaonetrably boon exha\llt.ed, SUCh 
procedure CC\Ild wry auoh Hdllce tho Uletulna•• ot tbe al!ency, but it 
would undoubtt4ly ~•ry auch 1norM•• ita central acceptability. But while 
tho Wbi to plan prepoeoa 111cb acre r1&14 l1a1to on the ltn41nr; obl1pt1olll 
ot •IIIIer oountrleo thlll doeo the Kern•• plan, ouch llaita tK>uld do no aore 
VioloDOe to the losto ot tbe r.tynae pbn than tb11 do to tho lostc ot tho 
White plan, 

Vott¥ ~ota!l Under botb plau, oharee in tho control ot the sonrn-
tnc body ot a ac•or are to oorroapon4 olottlY to tho nett onel borrowlne 
quotaa. Under tho llhite plan tho quctae are to ba bated Cll boldine• ot 
sold and toroicn uoballce,l 011 at ... ot notional !nco•, aD4 on ~oluao Of 

1u ..... rather pera4ox1cll to aako tbo ertont ot aco••• to bcrroWine 
taoU1t1aa depend ln plll't CD the end1110o of tho lack ot noo4 tor It, 
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tortlfll lrdo, but tho IIOde or calculatlOD of tho quotao la cot aore 
1pocltlcally opea out. Ae a r-outb '""'' • tbo Ocltod Stat .. by ouch a 
tor .. lo llisht be ellotted ln .XCIII or 2!1 PC' cant or tho total ..otao 1t 
ell c01111trlu anter, and Grut l!rltaln, 1Dolu41ns tha cr~ ColODi .. , 
•-thlnr undor 15 par cont. 'Ibo lll11t.e plan requlru alao u eo per cent 
MJorlty l'Ote tor alaoot ell lmpcrtent dooillOU or the Board Of Dir eotore 
ot tho fUnd, ao the t the Onl ted Stotoe would bal'l a ooapleto nto -•r 
over 111oat of tbe operatlou of ~e Fund. \llldar tho fo...ula 111881oted by 
Keyn .. , wlllob would be baeed only 011 1'01.._ ot torolp trade , Greet BrltalD 
would have tro111 about 20 to over :lO per oont or the total 1'C>teo, dopendlns 
on hcor 11411J' co~rlu pert1olpeta 1n tho plan, on how auch of tho Br1t1ah 
l!loplro poola lta quota with Greet l!rltoln' a quota , and on ld!athar or nnt 
lotre-laparlal traclo lo to be lnoludod ln oaloulatlne tho quote , whareu 
tho United Stetu would have not Oftr 12 per cent or tho total wt1ne 
power 1t all oountrleo pertiolpatod In tho plan. It f!OII without ••J'lllll 
that colthor to111ula deaenll aarloua conaidnatlOD. It 1o to be hoped 
that neither or thea Will be preued t or . I doubt ... ether the IIOdo <I 
ollooatl.., of l'otine power will prOYe 1D praotloe t o be of .,cb taportanoo 
•• far aa the worl<i"" of the plan are concerned. 'Ibore will be eitber 
oubotantlal 18l'l .. eot OD laportant 1aa111a, c:r rutrlctlon or the operation 
ot ~~ plan to tho area l.n which aubatential au•-t 1e obtainable , c:r 
collapao of tho plan. l!ut lt it uroady abllftdontly clear t hat polltlcol 
accoptobillty or any plan will clopend in larco pert on the appearance of 
tolrnoee in ita formula tor tho opport1onaant or 1'ntin8 power, and that on 
acceptable plan will have to include a aoro holenced roraula than thoeo 
ausseetod in eltbor the 11111 to or the Koynu drafte, 

Dotomlnotlon or b:oh!!lf!e Rato8 • '!'he Jcoy pt'Oviolona io any Inter­
national oereeaent with respect to monetary relatione mutt of oocoeolty 
be thoee relatins to the 4otermlnetlon ot oxohense rates , Undet tho White 
plen, tho lnitiel 1'11ue or each country'• currenoy 1D teras or gold and 
therefore oleo in tor• or other countrlu' curroaclee la to be tlxed by 
tho Fund, proeuaably upon entrance ot tho oow>try Into tbe FUnd, lbat the 
procedure lbell be tor fixing tble 1'01ut lt not indloeted in the drett . 
'!'he i.apUcatlon al8ht aoom to be tbet entrenoo into tbo fUnd or 1111 
country would hne to be prior to lalowlodgo ot ..,.t sold or exchonsa velue 
ot that country ' a ourrency would be docrud by tho fUnd and that t ho doclaioo 
oa to aucb nluo would be by llaple aajorlty l'nto, but In nelthar reepact 
11 tbla a practlcoblo pr-ocedure. It l a iapoool'blo to IIIA(lna either tho 
United t tetoa c:r tho Onlted K11111doa undortel<ill& t o accept the unreo\rlctod 
deoi.llon by an intorlllltional bOdy by olaplo aajority l'Ote ot What .tho sold 
or exobans• 1'tlue or Ito currency lhall he, a.ocl it io dltncult to conceln 
by What wtins prooedure a •Jc:rity cloclelon cen be reached •• to wllich or 
the'lndotinlte 1'11181 or possible rotll lball ill ony particular coso be the 
governine rate , 'lho Koyneo drett it not aoro bolptlll. All that lt eeya 
on thie point le that "Tho member Statoa will •er•• between tbeaaoll'ol the 
Initial valuea of tbolr own currancloo lo tar• or bonoor.• Since elxty 
or •ore oountrlee aay bo e11Flblo tor .. mborlhlp , thle otror e no real light 
•• to tho intended prooedu ... in tho ablonco or any lndlcatlOll or • required 
pettorn ot nlf!Otlation and or what tho outcoao would bo lt 18"0Ulll1t woo 
not raoohod In perticuler coeea , I tind -roolf unable t o sutsoet • prec­
ticoblo procedure tor dealint aatletectorily with thll eooontial probloo 
&Jld euapoct that tho ot>ecuro troetaont or It in tho two 4ratto retlocts 
oleUor talluro Cll the pert or tho ctrett•en• ~rhape the only workable 
procedure Will be tor 1 o.aall auabor or tho aoet iapc:rtant cow>trloa to 
boec.o chertor aaabC'a or tho .,.. lnetltutioo otter •er_,t aaang thea-

• . -
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ool••• eo to autually eocopteblo reteo, aDd thereafter to accept additional 
-bor e UpOll condition that tho retoe thoae ••bert propooe to metntet11 ..,., 
occopteble to a •otllll! majority of the goftrntns boud ot the agency. 

Under tho White plon, tho ftluo ot each lllllbor'• currency 111 tenao ot 
rold will not be ro4uo1ble tc<oopt upcn tho 1n1ththo of the country 111 
quoot1o11 end with tbo epprOftl ot four-tifthe of tho •otto. It en7 •""'•r 
oew~try porelttod, cr foWid lteolt IIDOble to prn.,.t, aD Wllenct.tcmed 
clopreolotioo ot i te ourrenoy, U. would be ellbjoot to ouopeaion rro. 
- erohip by ujortty •oto, Since except UD4er e:ztrecrdinor:r ctrewut&Dcu 
ooch c01111try t111do to reprd It •• eplut itt 01111 into rut that the 
currency of llll1 other coiiDtry tbould bo doprooieto4, tbo roqul~t of a 
tCW"-flftha •Jority approftl for downward Chllllltl would probably .. aD 111 
practice that DO ouch chOIISII could. leeallJ be 11do end thet, aooual.JII! tba 
fund to continue in&otlnitoly to e:ztat, all e:zobiJII!o ratoa aDd tho aonetarr 
•eluo of sold would bo trozon indotinitoly for -•bar countrioo at their 
loftlt at tho time ot lncepti 011 of tho lwld.. Under the Keynes pl111, a 
aebor country w1 th a dobi t bala110o to tho Union Wl)lch bee been 1.11 exceu 
ot o quarter of ito quote em tho ,,..,..ago durins • period or at lout toto 
yaera .. , roduco tho ruuo of lte currancy In terae of bencor by l5 PG' cant 
at Ita OWD diaerotton, ud , aubjoct to the oonoont of tho GOYorniJII! Boord 
of tho UDicm , by 1101'1 tbu l5 por c011t and 011 aoro tbu one occootoo. It 
tho <lobi t balance of a aeol>er atato raochoo half Of Ita quota It aay be 
w:==n:i~b·::Y~~th• GoYer DiD!! Boord to roduco the nluo or 1 to currency 1t tho 

tbot t o be tho oul teble romed;r. • 

The White plan thue eo81118 to look towordo ebeolutely tl:zed exchense 
rates eo tho normel oltuotion while the Ke;nea plan on tho contrary .... , 
to look toward tnternotlollllly-reglllatod flexibility or excbonge r atee, 
But In the absence ot lo,-rolltne , majority conaoDt to tho depreclotton 
Of a aajor currency would ooercely nor be obtainable freD an lntornet!Oilll 
blldy, and I bel111'e theratora thet tho Keynet plan, except tor Ita aonctlon 
of 011 Initial depreciation ot 11 per cent , would In practice tapooo •• aucb 
r ttldity of exch&Dp retee eo would the appor111t1Y loot elaatlc libite plan. 
lltltbor plan would In 11:1 opinion provid.e ee aueh nutbUUy of exchange 
retoa 1n practice eo did the tredittonel but not laprosnoblo rold atendard 
(although I haft no doubt that It ""a tho intention of both c1rattu011 to 
Introduce greeter tlexlbllltJ ODd that both of tbom would diep>te thlo 
optDion ee to the probable 111048 of operation of their roopoctln plano) , 
Whllo both plana pr01'1do formal procedures whereby doprooletiooa con occur 
With the eanotion ot a reeponatble int ernational body, tble body will be 
ooo' liboee general biae will almoot loorlteblJ bo oplnet exchange 
4aproctat~ono, On tho other band, both plone eet up a contractual barrier 
pt probably bljlb eftoctlnnNa agatoet unaonctlonod excbongo deprectatl on 
It It ay belief that 111 aD othorwill well-ordered world tCODOIII' it would. 
be un&otl rolilo to relY upon oxtoneho retort to chant• 'I ~11 uclange retet 
•• a DorMl ....,.. of aatnta1n1118 or roetorllll: equiUbrlua 1D tntei"Datlooal 
btleocoo ot payMnte. I noftrtbeleae think tl>et both pleu haft uD1ntent1on­
ol1J provided In effect for aero rltidity of nchlll80 retao thaD It will be 
•tee to bind tile pntt-wr world to to ad1'0DCa, It MOU to ae tbet eltber 
plOD Would be lapro1'14 If, attar tt were aa&o to 111oludo ortterle tor 
pol'lllioolhle reductio110 In the oxobenp •oluo ot currenoloa atrtcter end 
•""• guarded epinat abuoa then thoeo propoaod by Keynoo • It prondod that 
ouch reduottono could be aado when eppr01'ed br eay only 30 per cent of tho 
total 1'0toa e:zcluaivo of thoeo ot the country conoornod. llxcluaion ot tho 
1'0too or tbo cOIIDtry i•odiatoty ooncernod would ho1'8 tbe extro •rlt that 
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1~ ...,14 pUt aell cou.otrlee aore aMrlJ oo 1 pv wtth 1 ..... cou.otrl .. Ia 
•••••• ~o the priYilet• at beYillf ea latoraetloaollJ eeacuoaod excbanp 
cloprecle~lon. 

Stot~a of llolc!t · All. taporta11t quoe,loo with reepoot to b6th pJuo 1e 
their blll'IDf' OD the etatuo at 1!014 al I M4ill& at l11toraetloaal P~JMDtl, 
Ullcler tbe White pllll: sold at • coalteat aonltary ftlue fixed by the J'Wid 
MY be uHd to •et tho contributory quota requlroaonte to •111 extent and 
-...t bo u11d In preecrlbe4 alai.,.. ratloe; cold &Ill be Ulld to roduoa cloblt 
baleaou to tbo 1und or to acquire tbe ourroaoy at any countr, throuah tbe 
J'und; tbe J'Wid &Iii ueo Ito oom boldine- of cold to eecuro oddltloaal 
quritltlu at • eooroo currency; MIDI>er oountrloe ay uea sold at tbelr 
pleuure outlldl tbe 1und ae a MdiWl of lntoraetloael pa,..nto, but are 
not tree to obaaae Ito &ODetary Yalue; -~er oountrlea a ... t oaka a .. lleble 
to tbe Fund, Ia ucbanse tor tbelr 01111 curroacy, all tbelr boldl114'• at 
cold Ia exc111 or tbe a80Wnte bold at the tlae or Jolnlns tbe J'Wid, 

'lbl i'blto plea -· DO lberp broelt With the tnteraetloaal sold •• • 
etu4ard 11 It operated before 1914, ODe .. eutlal feature of the lntar­
natlonel fOld etanclord Ia tbe ecceptablll ty at rold at a tlxed aoaotary 
nlul In 11ttl••t of interutlonal llabllltlu, Under the 'iiblto plan 
ouch ecceptablll ty le n.ot entorce4 directly oa the ae&bor countrlel but Ia 
enforced lndlroctl.J b7 requlrlns tbe ••bor countr ies, upoa request by the 
Fund, to reoet.e In exchange tor their "'"' ourroncleo wt tbout Uait sold 
dopoelta wltb tba J'lmd 11ade by other m•ber countrleo. In teet, the lblte 
plea , In pro•ldlns by International ooatroct tor tho aceoptoblllty at gold, 
would •••a oetobllah an extra lntornatlonol eanotlon tor the sold standard, 

The otbor eaaentlol feature of the etrlot sold standard 11 tho 
obllptlon to pro•ldo sold upon clMend r or purpo10o or external payment ot 
o fixed rote In t oirul or the aatlonel currency. Thlo roqlllroaent would bo 
operatl•e under tbe Wblte plan only tor sold holdlnsa In axceoa at the 
aaounto held at tbe t1111 or entrance Into tho FUnd, and once tho prescribed 
alnlau contribution In rcld to the Fund bad bolD aado tbero wollld be no 
obUBotloa , lopl or otborwlee, on tbe pvt ot any •lll>•r country, end 
rosultlns troa 1 ta -erahlp In tho J'lmd, to bold eny eold rea orne. It 
could aoet oxtornol Uablllttoo without reoort to sold ottbar by drawlns 
on Ito cradtt belanee wlth tbo J'Wid or br prlnlesed borrowtns troa tbe 
Fund or tbe particular currency 1111ded, To tbll utent, tbo lbite plan 
dou toll ebort or coapeUiog rull ailleroooo to tbo r oraal NJ.oe ot tbe 
lnternotloaol sold etendord. '!be laportanoe at tblo denatloa, h ... e.or , 
cu roe41ly be a.arestlaot ad. It wee the pr'-ry lntol"DDtiOilal tuootlOil 
or tho cold otondard to l'uarantee tlxltr of the oscbense rates, end tblo 
tho llblte ploD al&a to aceomplleb by aoro direct •ea•. bon under the 
pre-191• sold atendord, moreoYor, actuel cold tranetora played oaly e 
roolduol role In aettllog International llobllltloe; aaldo troa cloorlns 
or ortoettl n~ tranaoot1ono, there Wei ... elaborate pottorn or 010 ot 
IDtornottonel orodlte to meat -- or to pootpone -- lDIDodlota Uebllltleo 
t o peyaont, wbleb d1tfero4 only by lte lealar formality end the abaenoa at 
~~;oronhed credit tacllltlao rroa tbo proooduree prondo4 tor under tbo 

I to plon, 'lba account ot the trod I tlonal sold etondard gl.en br Keynoe • 
ocoordl.Df to whlcb lntoroatlonel ltabllltloa bed eltber to be eettle4 by 
octuol abl111onte ot sold or to be ellowod to c o Into dotoult, borclora upon 
oooJeotlll'ol blatory. It &Iii wll be, b..,, .. ..,., tbot under the 11bUo plea 
tbe ectuol uee or f'Ol4 as a aoane ot lntoroetloaol pay11e11t would In 
proottce be .... loea ext,onalft tor non-sold-produciDf countrlee tileD It 
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••• under tho tndltlonel I!Old eton4ard, Ool4 will bo unnenly diatr1'b1;tt4 
ott or the \'tar, while credit trca tho Fund will bo no1leble upon dMend, 
wltbln llatta, ot o nesllllble coot. There Will therefore be leao reaeon 
tor countries to went to ooqulre sold ae o liquid roaoroe and leas occeeta. 
tor tto octuol trenotor In oettloaent ot International ltabllltieo, 

In the XeJnal plon tho UlUe ot bencor in tONI Of 8014 - end there­
tore eleo the nlue ot 10ld 1n te!'ll8 ot bancor end , lndtrectl:r , 1n tuu ot 
tho currenc1eo ot all the ....,er countries - 11 to 'be ttxad by t he 
scoorntns bOard ot t he Union and ~ be challll4 traolJ. Upllard or d-d. 
at IU diec.ret!CD, Tbe only obUptlOIUI 1apoood CD the MJiber countr1ee 
wi th respect to sold ore thet they oball not purchooe sold at , hisher prlco 
In toru ot their currency than correspond• to tho parity ot tbolr currency 
with boncor, end that It their debit balanoea to t he Uni on exceed halt their 
borrCOIIn@ quo teo tho fOTernlng board ay reqUire tho depoe! t ot gold 
colloterel and eTen tho outrlsht trenatar to the Union tooord the reduction 
ot their debit balenou ot ony gold they may '"'"• llealber etotea "''Y oleo, 
on their OWII inl tlathe, uee gold to obtoln a credit balance in tel'M ot 
bencor (end aleo to reduce o debit balaliCef) but no country io entitled to 
dOMDd told troa the Union, 'l'l>e tinton aa;r , howeTor, ot ita dieeretlon, 
diotrlbute gold 1n ita pooaeollon uo~ countrleo with crodl t balonceo Wltb 
tho Onion. lbUe en:r lnd!Yidual country aay 1t It pleeee retuee to accept 
~old directly rro. other eOilntrlea, I t there Ia a d-nd tor Ito CUM'IDCY 
'by ccuntrlea hniDI!II"ld euppUeo It will In otteot hoT1l to Mot that dtlllalld 
lndotlnitelJ 'by ecceptlns in excbonse tor Ito currency ot rotee dlterained 
by tho 11niCD either sold tendered directly to It or £Old OIII8Jlad to it by 
the Union or boncor belencu created by debtor countries by tho eole or 
rold to tho t1n1011. Under the tteyooo plan, therefore, tbero will be n ell­
able • eubotltut e 1nternot1onal currency, boncore, reeort to Which wtll be 
at tho pleaoure ot U>tor countrieo, end the nlue ot tblo eubotitute 
CllrtODOY relet! fl t O rold Will bo troel)' ftr!oblo et tho dotora!Oot!OD Of 
tho parnlns board ot the 11n1on. Tbe Jreyoae plan thus OODcttono and 
rao111teteo a IIIIIch acre tundalleotel cleportu.re ti'OII the traditional told 
otondord than doeo the 11M to plan , but noTerthollll loons open the 
po10lbllity t hat tho lnternatlCDel IIOJ>etery ayet.,. or tho poet-war world 
• Ill operate Tory aiiCh oe It • treditlCDOl solei otoD4arcl were otlll In 

••lltence. 

Poet t1on ot Gold Roldero end Gold ProdUcaro: In reooDt yeoro the 
quoatlon or the poeit1on ot the On! tad Stateo oe e bolder ot a great otock 
ot rold and or South Atrtca, Ceno4a, and other countries ao important 
produoore ot gold baa to lll4llJ peroona ••-d aore oruolol than the role ot 
tOld In the •chant• ot tntarnetiOIUil payMDte . Under tho 'lhite plan, the 
poei tion ot holder• end producer a ot gold would bo otreosthODed • neD ao 
ocapored to the traditiCDel SOld etandor4, a1nca sold """ld be usable tar 
oll ita tredittCDal -•tery purpoeea 1.11d 1n additi<D would hen on !Dter­
DatiCDally SUOrtllltead aCDotary nlue . lreJ""• ololu that hie plen oleo 
WOUld atre~heJO the poeltloo ot holders and producer• ot gold; "The tact 
tbet a -er State ta ent1 tled to obtain a credit 1JO t'"'a ot 'bencor br 
P'1iDC actual sold to the crodlt of its cleorloe aecoW>t, eecureo a at611dy 
and ucortelned purcheoor tor the output ot the 1old producing cOW>triel, 
aad tor countrlao holdiDS 8 lar&e uoeroe ot sold , Tbuo the poetttoo ot. 
proclucere 1Dd boldero ot fOld 11 not attoctod ad•eroely , and Ia, indeed, 
laproTed, • But Koynoe 1o ccmporlll@ the statue or sold under hie plan with 
Ito etatuo ot the preeont tt••• not wtth I te otet ue under o firmly ••­
tobltlbe4 international sold eton4ard, He oYarlookl, aoraonr, tbet under 

,. -
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bit plall thO ... et&l"J ftlUO Of r<>ld CIJI be roc\ueod et tho dlecretiOD Of 
tho to••r~IDC board of the U~loo., 

ltut weuld It l>o a polot ot Mrl t In oltber plan that It t.prond, or 
lttt unlapelrod, the statue ot sold~holdore aDd ot sold-producero? an l>o­
holt of gol4-hoUero, It can 1>o arruod that elnoa tho ueo ot eold olreaey 
proc!Uood 11 coatloea , thoro would l>o no point In ebollabiDC or t~lrln& 
Ita eor.tcoeblllty aa a ouppl .. oot to the etook ot Internationally-liquid aoo«e 
to non-aold to ... which tho Fund or tbo Uo!OD wUl pro.tde, a.nd that, etnco 
tho sold •• acquired In exehaD@a tor nluo rendered, to do ao without tho 
coneant or the holder& and without compeo.eotloo to thea to aoM tor111 would 
bo o brooch ot faith oquhalent to oanoolliDC tho nluo ot poker oblpe 
oftll' othoro had bonootly won your pllo ••Y troll you, There 11 torco In 
tho poulblo rejolnd.er tbat the exhtln& etook ot rold Ia hold P"•­
doa.lnontly by tho Unl ted States, 11b1ch 11 tho country which ee•• loaat 
likely ot ell Mjor oountrleo to need any ... na ot aaettor axtoroal 
llob1llt1oe lD tho poet-war period beyond llbot Ita current axporto oDd Ito 
hold1DC• or toretsn balanc .. Will pro.14o. But Jreynoo oxage:eroteo tho 
4orroo ot concentratlOD of tho world' 1 ~rold otooko In tba United stetoo 
wbon, In uotbor eODDoctlon, he retero t o " the r...,...t of sold rooenea 
hold outeldo the UDited states,• Tblo "roaDOo.t•, not only at Ito eurront 
aonotary nlue but alao In Jlb1a1eal QIIUtiUoo, Ia sroater than countrho 
other then tbe United Statoo ha .. onr In tho agropto hold l>etoro . At 
Ito current IIIOO.Itory Yalue It Ia sroater thu wore tbo total monetary 
holdlngo of gold of tho world oa a wbolo , lncluo!Ye at tho Unit ed Stateo, 
In 1913 or ITID In 1929. 

It Ia harder, howeyer, to make out a oeoo on beholt ot tho gold­
producer•. 11n4or the Keynes plon sold produOtlOJI coUld be hold l.n chock 
by reduction bJ tho Uo!OJI ot the aonotary price ot gol4. Tbo White plan 
pro.tdeo no aaohlnory tor tho roSU).atlon, direct or Indirect , ot told 
production. rroa a world point or Y!ow, I can ••• little aenoe, It oaoe­
thiDC like olthor tllo Wbito plon cr the Jreynoo plall ahoUld bo ouccoootully 
put Into operation, in contlnuiD@ to proYldl a prantood aarkot at • 
suoront.,d prloo tor motnor aupplloo at 11old tho golcl..alniDC lnc!uotry 
ch00111 to add to tho proaent ot.ockl. ltut olnoo tho American opoclol 
lntoreot In rold to priaarUr lD tho protootloo ot tbo nluo at gold al ­
reoq l.n otock WI>Uo tbe Brltlab Btplro opeolel intereat to poiaerllY lD 
the pi'Otectlon ot tbo proopority of the tol~lDC IDdultry , I ouppooe "' 
MJ expect tbot Wbetnor lnternatlooal 181'IO..,.t io reached on the futuro 
otetuo ot rold will be e cCIIIprOIIioo proYidiDI! oxcooo protection tor l>otb 
ooto ot apocial Interests. 

Inflation and Deflation: By creating an a4d1t10Bil end flexible 
oupp1y ot tntornoUOD&lly liquid MIDI ot payaonto botb plane weuld proYide 
noedld oateruardo aplnot either world or looal dotlatiODI orlgl.natlng ID 
national bolenoe of payaent ditttculttoo. Thlo io the srootoot oer.tce 
Wb.lob tho plana would rondlr and to o outtiotont aor.too to Justify tho 
a4opt101> ot on. or tbe other of th• non It other aopooto of tho plano 
wore not to bo roprdod ta>'orel>ly, In 4otng oo, howl'f'or, both plano 
WOUld alao turnloh additioo.el tlDder tor worl4...wi4e lntlotton. ':lbllo oocb 
plan aakoo pertlal pronlion tor wlthdre•l in .... ot need ot tho oxtre 
tlndor It will baYo ttoolf contributed, thOJ both tall to supply any 
procac!ura (except ror tho sro.tstcoa, ot doubtfUl ott..,t!Yanooo under t.bo 
new rofliM , tor tbo loworlDS ot tho aooet117 YOluo ot rold) tor aopplng up 
or t.aoblll~iQf 011 8 world-wldo eoalo oxcooo aupplloo or aon01 or credit 
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orltlna~lns tro• aoureea outside tba propoaad aceno111, ICJ' concen about 
tbt poaolbla MU".Ce or Inflation WOUld probably be recarded by l'.eynea at 
laut •• baloJ1111>1 to a "oll•te of ec011calc optnl011" which baa bapplly 
pouod away aod ea balllf' out ot barao111 wttll "the oplrlt ot the aae• llblcb. 
be ln•okao to oupport. ot lila propoaela, In any ••••• all ot bie aaphaele 
11 oo tba nlua ot b.l• propoale becauea ot their oxpanalooiat teodancloo , 
NtYOr~htltll, I would loalat tbat both plan Nqulre a dditional prortot011a 
tor concarted action on an agreed lnternatlooel baala to check inflationary 
tendenciea when they make their appearanoa on a world-wide ecole. 

Capital I!Xport Controls: n>rlns the 1930' e a mejor rector In under­
mining tho normal procoaaee tor ~~alntolnlns International monetary equi­
librium end In briD£1"1 about exobansa controla ot one aort or another aa 
aaena ot coplac with the resultant probleaa wore the tllsht• ot capital 
Induced by taaro ot curranoy depreciation, ot eoolal roYolutlon , and or 
poU~loal per .. outtOII , Both tba lblta end ~be l'.e7J1ae plana prortda tar 
eapl~al export eontrola as protectlone a!&lnat oucb tllgbte . Both plana 
look t.oolard tba aatabllahllont or obllgetlono on tba part ot othar countr lea 
~o cooperate wl th tbe capital-export. controla or countries trc. mlch 
capital tllgbt h threatened, eltb.....,. tba llbite plan contalne a apaeltlc 
pro.ialet> that ouch oooporet1on aball be obllsatory only "'""' required by 
tbe fUnd, lbao It o..ao to ezcbaDCI con troll 1D senarel, the two plena 
diYerse aharpl;r. Onder the White plan the abolition or exchange controls 
@OlD£ bayond the control or capital tranotera to o prlaary Objective and 
ouch abolition Ia a eondl tlon ot mollberablp In the J'und . Keynes, oo tbo 
other hand , looks with approYal on complete exchanse controls, •• promoting 
" order end dloclpllno In International exohenso tranoectlaoa in detail ao 
wall eo In ~enerel" . Ro retere regretfUlly to tho probability thot other 
ocuntrlu may not In peacetime be willing to go ea tar •• the proaont 
Brltleh !xchanga Control , which Ia a tar-roaching one indeed, end 
opporontly •••n baa no prejudice &881nat tho uoo ot pootol coaaorahlp oa 
ID atd to the entorcemeot or exchange oootrol. 

An axcb&ll£e contr ol UD1 ted to control or capt tal tranatara and un­
rolntorcod bJ postal cenaorahlp would no doubt be aubjoct to ateady and 
aubotonUal looJr:a@ea. '!here Ia no doubt olao that thoro would be todaJ' 
leu IJIIpathy tban waa once de r lseur In deaocracloo wttb tho 1Dd1Yiduel 
who, not beoauae ot h1o groea cupidity but bocouoo or hla 1DYoluntarJ' and 
u.npl•eeant contact with the proceeeea o·t .octal reYoluttoo. pera.ecuttoo, 
opproaaln taxation, or dleer!JIJ.natory la!!lalatloc, tlnda hilllaelt In 
conflict with tbe national objectlno or hlo own or or ooae other country . 
Tho tact that exch&D£a controlo taellltote direct ronromontol regulation 
or natloMl econOIIllea 1a widely resordod today oa o c011aldaret1on in their 
tuor rather than a dlaadnntego. Hony would tlnd a muaty and antiquarian 
flavor in t he ll~tatloa placed by t he flnanolol Com-iaaton of tho Genoa 
Contarenoo ot 1922 upon permleolbla mooaurea or axchon@o control to 
pre•ent oapltol tlifht to the ettoct thatl • r.ery proposition tondiD@ to 
llalt the freedom ot tho exchange market or to •lolato the secrecy or tho 
ralatlono between bankers end t belr clients muat , Ia our opinion , be 
obaolutoly condOIIIIlod, " Keynes Ia In thio reopact riding hlsb on Whet , tor 
the tim. beln@, appears to be t ho wa•o or tilt tuture. It aa.ortboloao 
doaa not etta to ae t o be either naooooary or deolroble to include In a 
drott ot o 00111t1tutl011 tor a bettor peat.....,. world pro•lalona tor meldOI 
• reopactablt 1netltut1on out or wile~ woo Ollt or tbo •Jor ploe>u Ia the 
lllteroetiCIIlal aoonoaic relatione or the 191!0' o. KeJ'nea, or courae , would 
bne oxcban,_. oontrola used only tor rtrtuoua purpoeao. 'lb.,. are by tbelr 

... • 
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oaturo , bow,..er, o daJ>4!oroua 1Datl'U.UIIt, It we oro IOIDt to be P2'0Yide4 
wtt.h bettor lntornat1Cll1al JOOnotary lnatltuttcoo tban we ew r bOA! Ill tho 

11.,t, It rtolont exchange depr'tclottou, oootol r ... olutlono , persocutlooo 
ot atnorltl u , and e:rou Giecrlat nottono a~;atnot elton tn•eotora, aro not 
to bo normal expectancloe In tho world to COlla, I t to not ertdent llby 
dtarupU n capt tal tU@bto ohoul4 be aoro ot a lU'Oblaa than th11 ware 
botore 1914 or need aero dreattc proYontt•o .. thode than would t hen haYe 
~eoma4 docent, 

'!be New A15oncy In tho Tra.wltory Porl odl We must count on a peri od ot 
perhaps ee•orel yoero ' duration tol lowiftl: tho cooootton of hoetllltloa 
•bon the United Nattono will ba raced with tbe toraldtble problema ot 
d .. llng With acute currency dlacrder, wtt.b roller end rehobllltstlcm needo, 
wttb roatorotlon of normal product1Yo oct1Y1tleo, and wttb the entorceaant 
ot rootltutton to tho occupied count rleo ot the aooota stolon from th011 by 
tho eaareoacr nations, '!bore will be In meny oountrloe bute trozan balancoo 
-.booo untreeztna Will be a dollcoto and al-oYIJl& oporettcm. llbat 11 tbe ••. 
role to be ot tho new lntomatlonal aonatary Oj!ancy during t.bla lntorla 
perlodf 

'lbo IIIII to plan apperontly contoaplateo the comng Into tull operation 
ot the oew aaono;r laoledlately upon the oeaaatlcm ot hoatlllttoe aod 112'<>­
poaao the eaouaptl co by It ot .,Jar rooponalblllty for tho gradual un­
troeztne ot trozon balances. In Keynes' presentation of hie plan thoro 
dooe net appear to be consistency throu$hout on the quootlon obother tho 
new mooetory ogoncy to to bog.ln operattoo IJII!Iedlotely or ooly otter ac:ae 
ot the dltflcultlea ot t renoltlon tro .. wartime to paaootlme conditione 
hove been reeolvod . For tho moat part, hooovor, ho writes aa It tho Union 
It Intended to be tully oporet!Ye Immediately otter tormioatlon ot 
hootllltloe, and t o be an t..portant tnotrumant, among others, tor handllna 
tho tranattlon tr010 wartime oon41tlono to stable poet-war condit ione, 

!Yery oonatdorot!Oil pointe to the doelreblll ty ot obtelnlnp; oe:re-nt 
·~ the United Nations ae s oon ee poealblo on tbe nature ot tbo proposed 
monetary apnoy and 011 the P2'1nclploo Wbloh thell goyern Ito operation , 
'!bore Ia .,.h to be aa1d also tor ao prompt oe poealblo a aoloctlon ot I to 
key personnel, eo that they .. ,. bocaoe taailtor With each other and with 
tho teob llblch they will later han to portol'll. It ae.e to ""• bowonr, 
t hat the .-onatery agency to be eetobllthed ohould be looked upon ea an 
tFODOy with lU'Odo..inantly routine poocoti•JO tunotlona t o portoroa tor a 
otablo and orderly world. Ito poro011nol obould bo ohoaao tor 
and t llllperUint approlU'I ato to tho pertor ... nce ot auoh WUipoctacular 
!'unotlono, '!be emergency eel-rage aod robobllltotl011 taoko should bo lett 
to other agonoloo opoclally deoi1J110d rcrr ouch purpoaea. To put 011 what 
le lntendod to be a long-run oonot ary atablllzotlon agency any lmport.ant 
reoponalblllt iea with reapect to tho han4ltns or tho dltft cult probl ... ot 
tbo t ranoltlon period , probl ema dltttcult not only tachnloolly but beooueo 
or thei r '""tnltuda , their political antonglomenta , t heir acutely cont ro­
"'raiol character, and the abaonoe In .....,. oeeoo ot aolld, ootobUohod 
sonrnaentel eutborltloa to dell wttb , would bo to put a curao on It traa 
tho otert , It thoro Ia morlt 1n thll petition, tben It would be a atatoko 
oleo to autrn an t•portant role to tho oew monotory agency I n tho 11qul-
4otton ot trozon bolaooea, ae P2'opoeod Ill tho llhlto pleD. This l!bould bo 
rogerdod •• 0 loag-tem tinaa>elal operotton , to be handled by another 
agency or • dl ttaront charootor. 
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Propoeod Addltlcmal lll.nct!Olla: r.111oo W(Suh aulsnlns to bh PI'O­
pooo4 Cloarl"'! Union atlll other tunctloDa llbloh aooa to .. to hln little 
rolttlonablp to the eonotary stabilization tunotloa proper , to bland Yary 
badly with It, and to be wall- doalrao4 to on48"1or Ita continued exlatenco 
on4 tho aucooaatul execution ot Ita prlaary function, aa well aa Ita 
loltlal aocoptablllt;r. One auch augaetton Ia that oolzure or Ita crodU 
balaaoo with the International Cloerlns Union be made uoo or, If tho 
ooceolon ahould erlao, eo e tlnanolel aenctlon aselnat e country throatonl oc 
tho poaoo or any other eont>ar country, 'l'bo ldoa or tlnanolal oanctlona Jll&.y 
bo a good coo, It Ia certainly an old one, Lelbnltz, ao tar book ao 1712, 
OU881ttod, In what I tear woo an I ronical aocd, that more ot tectiYo oa a 
aeana of melnteiDIDS peace then tho loofllla ot natl ana propooed by tho Abbf 
do St. Pierre would be the depoalt with aa International tribunal by the 
pot.ontlall,J a88reooor princes of oubatantlal awu ot 100ne:r proportlona.l tn 
tho laportenco ot their countries, such dopoolto t o be oontlocatod upon 
tholr bala8 found suUty ot Tiolatlng tho rules of poacotul llltornatlonal 
rolotlona, A alailar ooheae, propoaad durins tho first World liar by a 
9w1aa Jurlat, l!uscb, and II!Uch attracted a .. o ottontloo, proTidod for 
ullns tho ooae intornotlonal tund, alODS tho llneo aow augested by Ke11>ot , 
tor tho duel pw-poeeo or International o.onoto.ry atob111zatloo and direct 
ootoreomoat ot peace . The two purpoooa won't aix, It rinou.:lal oanctlone 
oro doolroblo , they abould bo prondod thrO\J@h another osoncy. 'lbo 
atablllzetion ogoncy should not be obll@ld to coM'y the political burden ot 
a aanctione-entorctng agency. •kreOTer, arsreeelY~inded countr1ea pre­
OUIIIObly know their own Intentione "'""" ttmo ahead. It tboy contlftplated en 
eggro .. lon, they would drew dO'IIn their credit bolancoa In plenty ot time , 
thuo proYontlng the sfoncy trom worklnf otrootiYoly either as a monetary 
etab111zat1on agency ar as a eanct1one-entorc1ng agency. 

So also with respect to Keynes' aureoatlon that tho proposed agency 
ahould baa eource or credlte ror oYer-normal granary ecbocoa (Yor:r ••ob 
alans tho linea of o propoool modo by Sir 1amoe Steuart in 1759) , aa well 
11 tor 1nternet1onal relief, rebab111tet lon, o»4 reoanatruetion aeenctee , 
Tboao activities, grantlnf their desirability, either ahould bo conducted 
on a trltt Instead ot a loan baale or obould obtain long-term rtnonciDI!• 
'lbo relation ot their oporatlona to lntaraatloool acoetory ateblllzotlon 
WOUld tor tho moot port be tenuous and Indirect, and thoro would troquentl1 
be tho wldoat poaalble contrast between tho tlnanclol principles and tho 
qualltlcatlons• ror suitable poraODllol appropriate tor their oparetloca and 
thoao appropriate for the oporotlonl or tho l atoraatloaal aoaatary agency. 
Tboro ehould unqueatlonably be ettoctiYo llalooa between tho .-rloua 
lat.ornatlcmal ocoatalc aganclea wblch It will be doalrable to oat up, and 
porhapo thoro obould be en onr-aU lntornatlonol oconootl< boer<! With tho 
~or ond duty to require tho coordination of all ot their octiYitlao , In 
general , bowe.,.r , I am aura t hat it will pron highly oxpodloat, both In 
obtelnlns publlo acceptance ot now agonoloo and In 110xlaizl ns their proa­
pocta of durability end ot eff icient operation , It aoparete asonclel are 
sot up tor aoparot o tunctlono and I f tho public Ia asked to dlgoat tho 
brloto presented oo their behalf only ono agency and ooo tunctlco at • u .. , 

Conclualon: llollotary atabllir.atloo dono will not ou.trlco to curo tho 
w..-ld ot Ita troublea 1a tho latematlonol ooon..tc field. ladood, dl ... 
turbonoo In lntornatlcmal aoneto.ry rolatiOOI It often rather a a)'llpt~,ot 
110ro doOJ>-lJI"' aoureoa ot 1nt00'118tlooel dlaoqulllbriwo thaD on 1D1tlatiDS 
taotor, PlaDIIioc tor tho eonatltutlon ot a batter poet-war world auat 
oxtolld far beyond tho aonotOl"y tlold, l!ut Lcrd r-111•• &Dd Dr , Wht to oro 
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rl(ht In resardlns t he aonotary aopoct •• • kay aopoct and In holdlns that 
It will be nocoosary to roach subatantlal asraae .. t, at lout 011 a tontat!Yo 
boelo, In t ho monetary tlold botoro It will be pooolblo to .. ko much prccr••• 
Ia plonnlnt t or other equally Important or non more iaportant tlolda, 

Thoro Ia an additional reaoon , tbou@ll ot a looser order, •b.y it 1o 
expedient to deal >~ith tbo •onotory probloll at an early otago, It hoppene 
to bo tho problem on wblcb In all probability It will provo oaaloat to 
obtain International asroenw~nt, for IOihllo toohnloally t ho l11onot ary problem 
Ia per haps t ho one ot £reateat complexity I n the International econondc 
tleld and there Ia no scarcity ot d1Yorsant oplnlona thereon , the clto•asoo 
In opinion do not to any marked desreo tollow national linea, Thoro Ia al­
N44Y nl4tnce tor Instance that oomo Aaorlcana tlnd Lord Keynea ' propoaalo 
110ro t o tbolr tao t o than Dr, Wbl to' a, a nd I can ooo reaaona •by aollO 
!nslllbmtn alght wall protor tho White to tho Keynes plan. NJ own 
pretorenoo , aa I he•• porbape made auttlolootly oppareat, Ia tor a blond 
ot tho two, With soma dertatlooo troa both, But I aa conrtnced that aa 
cCIIpared t o t ho pre-war altuatiOII adoption ot el.tbor plan would be a sroat 
atop torwerd , in tho !OUtual lntoroot ot all countrloa Wlllblng an orderly 
aad oollaboratl.,. world, 
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OFFICE OF J..END.U.ASE ArHINISTRATION 
~2M l11tiZT NW . 

.... CIQol. D. C. 

LII.-Jt. 
II&)' 26, 194) 

To a Tho Honorable Konr,y Morgenth&u 

~~ 1. R. StettWua, Jr, 

Slobjecta Exocutin J!!porto 

Tranaal.ttod h&rowith, tar )'Our intol'll&tion, 

are eopieo of th& Exocutin Roporto on lend-lease 

operationo, ao ot April )0, 194)• 

.l ttocboente 

, 
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CONFIDENTI AL 
Eucu live Report No.1 

Office of Lend-Lease Admin lttrotlon 

ALLOCATIONS, OBLIGATIONS AND EXPENDITURES 
FUNDS APPROPRIATED TO T HE PRESIDENT 

Monthly Report oa of April 10. 1941 

Appropriation Catacory 

&vie. and Ind~at. Co-.ditioo 

ien1e1ng, Repair of Ships, etc. 

Servieea and Expeneea 

I Thouton"d• of Ool lora) 

Adj.ated 
Appropria tiona 

2,026,400 1 , 728,081 

2, 732,125 2,693,522 

8:;4,281 758,207 

2,417, $44 2,224,319 

360, '716 360, '716 

1,110,414 1,10$,614 

7,543,990 7,463, 754 

531,4 'lO $01,634 

soo,ooo 474,319 

20,000 19,6JS 

18,397,000 

1,561, 082 

2, 557,3'77 

6)8,193 

1,852,494 

J()8,25J 

1,040,359 

5,580,)66 

390,268 

262,728 

18,722 

14,209,842 

1,090, 815 

1,1104,868 

501,739 

1,312, 923 

<00,4?8 

818,84,) 

3,804,338 

)68,004 

207,81$ 

ProeiiZ'inC A&•ac7 .tlloca Uona ObllpUona D:poDdi turoa 

l.!.r O.pe.rtunt $,939,020 $,400,54$ 4,11$,914 

2,991, ?84 2,3$4,142 1,4'71,461. 

M>rltao Coauoiulon and !11.1" Shippinc Ad.iD. 1, 914,34$ 1,590,968 1,425,089 

3,0'71,342 2,303,363 1,482,929 

lloJI&I"toont of A&r1cul. tun 3,388,568 2, 544,491 1, 611, 710 

18,802 16,333 15, 234 

Total 17, 329,861 14,209,842 128,3)7 

. , . .... y 

'TI!Is tillCUME!tT CONTAIIIS DIFORIUTIO!t J.Ffl!CTIIIG THE NATIOIIAI. DEP!liSB Of THE OliiYZD STATES 
llT!IDt ~ IWJIIIIO OF THE ESI'OitlAGE ACT, U.S.C. 50; J1 AliD 32. THE 'llWISIIISSIOll OR THE • 
i:."''Z!..rtoer OF ITS CONTENTS Ill Alii 11A!1!1ER 10 All UNAUTI«ll\\ZED PERSON IS PllOHIBITED Bt LA!t. 

• 
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CONFIDENTIAL 
Executive Report No. 2 

Of fico of L t nd- Loou Ad ml nletrot lon 

STATE MENT OF L END-LE ASE AID 

Mon t ~ l y Report 01 of April lQ 1941 
( Thousondt of Dollor e ) 

Ctaulat.ivt t.o 
T1Pt or A14 

A~. 10 19Ll liar. )1 194) 

Goodl frtn.tftn"ed 9 , 21.4,2)8 8,494,1)~ 

StrtlclnC , Repalr ot Sb.i_p.~:, •"'· 28l,009 262, 1H 

J:tntal or Sh..lprl, 961,61)7 929,'le2 
''""''"' or Aircre.t't., etc 

Prod!uet.lon hcUHlu 1n 0. S. 580,~6) ~72,896 

KiiCtl l&ntOUI Expeneea 64.~ 60,5"10 

Toul S.rYicet 1,888,2)1. 1 ,82~, )8) 

Tot.al Good• a.nd Services ll,l02,472 10, )19, 518 

Month or 

AorU X..rch 

7<0,10) 663,275 

18,874 - 49,T19 

)1,91) 49,892 

7,667 20,846 

4,395 ) ,491 

62,851 24,450 

'182,954 687,725 

Oau on Cooda Tr&nsterred include value or tooda procured trom lend-lease appropriation• 
t.o the Prtt1dt nt and t.o t.tle Arttly &nd Navy. 

T1PO or U4 
Sr. Elopire 

C.ula\.1 .. to AprU )0, 191.) 

Chin& U.S.S.R. ~bor Tot.&l 

Goocla Traute~ 7,0)0,5?0 1)2,61~ 1,8'98,910 152,143 9,2U,2)8 

Strwlol~, Repair ot Sb.ipa, •"'· :!14,021 1, 52~ 4),604 21,859 281,009 

fltnt.al or Shlpa, 698,426 12,992 151,818 98,461 961,697 
Ferry1"- or Airoratt, etc. 

Produet.1on FaoWUtt ln u. s. - - - - ~80,!6) 

•tacellaneoua Exptnttl 43,465 811 1,573 19,ll6 64,965 

Tot.al Oooclt and S.rvicu - - - - 11, 102,1.72 

' TillS DOCIJII!.NT COIIUINS lNPORIIATIOII AYFEICTINO Tt\! NATIONAL DU!liSt OF THE UMlTED STATES 
IITH!N THE MEANING OF THI ESPIONAGE ACT, U. S.C. SOl )1 Alii> ) 2 . T1Ul TRANSIIISSION OR THE 
ilL'VELATION OF ITS COHTi!IITS IN AllY JWIIIER ro All UIIAUTHORlZED P!IISON IS PllOHIBITEil BI LlW •' 
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CONFIDENTIAL 
Eucutl ve Report No.3 

Office of Lend-Lea .. Admlnhtrat ion 

DETAIL OF ARTI CLES TRANSFERRED 

Monthly Report as of April)(). 1943 

-..n!Uoa) 

Part.e, e tc. 

)lo~mbal Vthiolee 

latercraft and Parte 

Agr!c . Produota (Foodatllf'fa) 

(Exo1. food) 

P.t:roleua Produet.e 

tlacellaceoua M&t4r1al 
&lid lanutaet\&f"el 

Total 

I Thouoondo of Doll oro) 

ar. Eapi>-o 

)55, 825 

'197, 5)2 

~.604 

JS6, 727 

612,890 

248,412 

699,225 

1,150,275 

297,1)) 

277,6'19 

22,194 

J,5J4 

92) 

25,452 

41 

3,9'10 

419,426 2,412 

'101,966 10, ) 56 

7, 0)0,5'10 1)2, 615 

214,104 16,)46 

394,2.40 

1J,4ll 

246,)05 9,0'10 

'10,810 9,010 

1'16, 415 2,10) 

) ,499 574 

1)2,199 1,112 

1?6,681 1,013 

178,957 26,285 

1,898, 910 152,14) 

1,054,1?6 

)75,526 

848,6'111 

529,2)9 

1,)28, '193 

)01,247 

414,960 

442,041 

917,564 

.... ., 
'IKIS OOCU!i!llT CONTAI NS l NFOJWATION AffECTING TH£ NATIONAL DEFENSE OF THE UlllT£0 STATES 
llfHIN THE MEANING OF THE ESPIONAGE ACT, U. S.C. 50; )1 AND )2 , THE TIWISIIISSION OR TH! 

0 
Rl'i£LITION Of I TS CONTEIITS IN ANY MANNER TO All UNAUTHORI ZED PERSON IS ·PIIORIBIT£0 BY LAW.· 
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TO 

TREASURY DEPARTMENT 

INTKR OI"'''Q COMMUNCATION 

Secr et ary Morgenthau 

Randolph Paul 

"""' 

Reference is made to my memorandum of 

Hay 21, 1943. copy of which is attached, reporting 

fo r your information certain transfers by the Bank 

of China in f avor of Madame Chiang Kai-Shek. 

It bas now been r eported t hat on 

March 2, 1943. upon instructions of T. V. Soong, 

t he Bank of China paid to the National City Bank of 

Ne~1 York for account of Madame Chiang Kai-Shek an 

additional $50,000. and on April 30, 1943. on 

instructions of the Centra l Bank of Chi na , the Chase 

National Bank paid to the National Ci t y Bank of New 

York f or the account of Hadame Chiang Ka.i-Shek an 

additional $100,000 . 

Accordingly, we now have reports covering 

transfers of $370,000 to or for the account of Madame 

Chiang Kai-Shek since March l, 1943 . 

Pursuant to Lauchlin Currie's request, 

be has been informed of these trans tiona . 
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Secretary Morgenthau 

Randolph Paul 

For your information: 

~ay 21 1943 

Foreign Funds Control reports that on ~ay 12 
the Bank of China, New York ~ency, instructed the Irving 
~uat Company t o issue a cashier's check for $100,000 to 
tbe order of Madame Chiang Kai - Shek. The check was then 
endorsed by Jladame Chi~ to the order of Lin Kai Kung , a 
sen of Dr . n. H. Kung, F1nance llinister of China, and 
deposited by him to the credit of his personal account, 
~h1ch is unbl ocked pursuant to General License No. 42. 
The $100,000 check was issued by the Irving Trust Company 
and negotiated by t he Chase National Bank pursuant to the 
terlllll of General License No . 60. On 1.1111 17 a transfer of 
$611000 was similarly effected , toeether with a transfer 
of ~59 ,000 by Madame Chiang through Lin Kal. Kung to the 
account of Lin Kai Kung 's secretary , F. c. Y/oo whose 
account is abo unblocked pursuant t o General License No. 42. 

It is possible that these funds are to be used 
for soa:e of Madame Chiang's e;xvenses in the United States. 
Foreign Funds Control is check~ng t r ansactions effected 
through the accounts of Lin Kai Kung and F. c. Woo since 
Vadue Chiang's arrival in the United States and you will 
be informed if any significant information h developed. 

(Initialed) R. E. P • 

• 
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COP T 

F!IOIII 

TOI 

lloU'.ilDI 

P.1BJJ'I!R.lSE 07 'lBLIOWI Blc;ll!!P 

.Allll! ICAll EJaASS'I' . ChW>&Idac 

Secret...,. of Stato, 11aoh1acton 

~ 26, 1943 

COliJ'IDilNTUL 

In connect ion with t hio .. aeeco I refer to tho t•l•croa 

no. 768 ccncorlliD& opecisl oxchllnce reCIIhtioDO aont 'bT thit 

l•balll7 Oft W., 34, 1~ 

fo haYO boon illfo..ed 'bT .Ldlor tacit e.:wronl baa boon 

ci.on 'bT the Stabilization Board to t ho new opoclal ex~ 

.-oplatio:.. for foreip conoular oftlcoa lllld .. balal... Thit 

• aa dono 'bT " takill& note• of tho• 8lld not (ropoat not) ra1o1~ 

OW' n&tion to the• BDd aloo 'bT Hq\l ... tiac that l notructiono 

bo c l.on to tho Central Bank by tho Wlniatr,y of Finance for 

tho bank to l'tport to tho lloard eonthl¥ oxch&nll'• bouct>t from 

and aold t o foreign consular officoo and fore ign omb&aaloo. Wo 

aoauco t hat , 1n the llcbt of thit clrcwootanco and ao article 

tht'Oo baa b&on clarified, we - tan a4Yillltec8 of tho now 

rate l o the abseoee of taet~etlooe to the contrary an4 ~ndiac 

tho ultinc of other :poaaiblo art'OII&t•nta. Tho now rote brtnc­

.uch noodod rollof to tho ... bora of t ho otaff , if onlJ to=PO'I'U7• 

and benoflte tho co•ornaent. 

Tho Brlt leh and ether torotcn diplo•atlc ~1oo1ono lli'O 

olmllorl¥ aYalline thomaelYOI of the now rat• acoor41nc to our 

wtdorotand1D&• 

c ow:hJ•I>-31-43 

.LTCIIZSO'J 
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' 1Youury Depart..ent 
• D1v1t1on of llonetar y Roooar<:h 

• Date • .114a:.-29.~.l9!.l 194 

'l'o, 111.. Qwmcoy 

Tho Secretary might like to 

eoo tllie pleasant reference to tho 
ot 

work/our 1Yeasury men 1n North 

.Uri ca. 

H.D.W. 

IIR . llliTI 
Branch 20'8 - Room 2l4t 

n 

' 
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~, ;;. CJiPSli'IAL 
wnsl arm 

CQ(miNEQ cgymm J(l IREI(,U NCil11J A:l) pr.sr lllUCAJI CIVIL AlFAIM 

!hg tallqwina ozwm' 2'\iop J •• btop mlettttd 
b,t O.L. L. A .. aa;J hat bMp MHS. Qfttr g]wl,pse 

!lith t.h• gmq. mid· 

Ctl Aimrgm No. lJl, 26 t.~Qr 1943 

heal 

To• 

CCMA 

INi1l 

Report or CcnUUo"" 1n T'aniaia 

BOC .urcz- 33 

'nle report upon CQ d1tiona 1n Tuaiaic Jl"JXU,IC1 l>1 TrM!JUZ'1 
Ni!NHn~ u Ail'Sl""' 33 hao boon ooret'ulq coll81dered ti7 
t:ho ""r10\L1 oaenc1ea aDd cx.aitteeo pert1cJ.pat1Jlll 1n CCIII.. · It 
hoe "brouQbt. tiiiCh fnVCil'Qblo ~nt and CCllA r.1ahee to upreea it.a 
apprenictioo. l'leaee thBDk tbe men l'ltlo Jl"pal'Od the report aDd 
~18\lft the= that. lta ccmtoDt mich )'Oil tronaa1tt.d oo praoptJ.¥ 
baa boon or rclll wlue, 

DISTitl8U'riOII 0.l0 

Copue tumitbe4 LoalCIII l>1 eour1ar. 
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gitJSH le(§l §[CRa 
~s . stCm 
2fD$L NO. 172 

S!~fTA~~~fASURY 

191311'.., • II 
110t m • rn'•!T7!11 " 

•tAIIIIIl DUAitTIIIIf 

InlOl'IIOt.lon roool'I'IMI "" to 7 •·•·, .. 7 26, 1943. 

1. &w. 

• 

Two conYOYI bo'fO PQuod tbrouP tho SICILLUI OHAIIN!L tr,. !loot. 
w Soot w1 thout. inoldont. . ODO of 8.11. Doot.rOJCra obot. 40911 on o.....,. alrcrott 
Nortb ot BOIIZ on t.bo 21st., tolcinc 3 pr110114lro. Anotbur or H.k. Dcetroyon 
on 2)rcl, oank o "ort.bbouDI Allldllor7 of 400 t.oDI lD t.ba SICILLIJI CILIIOIEL, 
1Gkin1 8 Itolian prieoi>Ol'lo Oraol< Sut.ariDD PAPAIIICOLIS link 2 .-ll onuo,y 
l'tOO(Ill North of CflZ1Z OD t.ba OIIS~l t.oJdiiC 10 prloOMrlo 0111 nl &.11: ~.neJ 
oonk 2 ..U Soboonero oft C em tho 13th and boabardocl SALVI .urtlcl4 oc: 
21)th, 

2. AIR CfRU.TlOICi 

• m;~. 2)rd/24t.ll. ~· ...... Oo&ftV' • to o,t<J. 171. 
For 17121 alrc~4724•. 2St.lls J'lw oaoorW lllt.obolla b.-bod A2dlVlllB 
.Llrtlol4 with llll(lbaor'l'8d reault.o. !llo lllt.oballa and too aaeort.inc Spit.flru 
ail•inc· At aoon 18 on-r J'lclltel' "--oon with oaoort. and ccmor or 16 l'igbt.ono 
oporot.o4 asainet. BRIGIITCII. 3 ,..... ~ 40911 b7 ant.i-alrontt tirO 41111 a 
4U. by fypboona. At. duet 12 ftsbter .....,,.a ott..-ptlnc to nld PtUESTOliE were 
!modlate~ oncqod. by 6 Splttlrea 'llll1ob deot.ro7ocl 5 of tluia without looa. Tbo 
•DCII7 jottleonod. tholll bc4be, cal7 1 ot oblch toll on land couoina no duogo. 
2St.b/26th . Alroratt doapatohod.a DUiiiiiUI(Ill • 7S9 (27 aioatns) , Atrtlel4o • 19. 
jl:ello1cary roport.o - DU5SELOC8f • Cllllnll to la;raro or boavy clou!, net )'Ct. 
pcuiblo to oatiaato 1110ccoo ot at.t.octa. 1'1...,1 wore ocat.torod. ~or a tolr~ 
w:ldo eroa and 2 1U'8• exploaiona were """' 

i'M!T!tW, 2)rd, '73 llltob<olla and lianudOrl with 011 oacort. of 
lorbnlto, a'*' of wblch carried ~ att.oetod. the 4ooka and - · A JOOC!l• 
a1aoc1 ohlp no blt. and a ...U ablp ""'*· 2 .urorott -..lJII. 

!W!I!IIU, 2)rd, 38 ~t.oiDsO bcabacl docka at. CARLOf!l!%ll and 
- ) ...u ablpa. Z1Do - at xcnsr.,; ...... alao atuetecl. 

SICn.J ep1 w r.y, 2)r4/24t.llo llolliJIIt.oDI <lroppecl onr 45 t.ona 
at. lif.SSIK.t. rarrr ~. -.to wora ...,. oa nllwa7 oldlncW and .-r tho 
pooor ot.ot1on, 24t.h. Libenl"'"' dJ'oppOd 108 '-- 011 S&ll GlOVAiiiii and BEGIO 
terry toralni. 1111\7 blt.o ..., ~ olljeot.iYoa ftro rcpert.od and • taDiter wa oot. 
oo tiro, laLfA booed 11roratt dftlllll4 11 t.ona on roU- a141DS• at C1TAIIU, 
'lbl.lo aea aiDao waro o11006Ntnll7 la14 ot t.bo •nt.nnCK> to t.b<. harboUr· 

I 

3. ucw; sr&UBIU 

.. 
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FINANCING - ORGANIZATION PLANS 

Present: Mr. Bell 
Mr. Paul 
llr. !hith 
Ur. Tietjens 

llA1 27, 1943 
9:50 a.m. 

JIR . SIIITH: Originall1 in this stor1we had a 
sentence that said that the presidents of the Banks, 
acting as tis cal agents of the Treasuey, were doing 
something or other. 

They asked us to strike that out because the1 
said that up to this point the Banke were not acting 
as fiscal agents of the Treasury. 

MR. PAUL: S,. the "Banks" do you mean the Federal 
Reserve? 

JIR. BELL: They were acting as chairmen of the War 
Finance Committees as fiscal agents. The Secreta~ 
aipointed them as chairmen of the War Finance Comm1ttees 
w thout reference to the fact that the banks are fiscal 
agents. 

liR. SUI'lll : We rewrote the story aDd moved it up 
into another part of the story - said that the Secretar1 
was appointing the Banks as fi scal agents of the Treasury 
to handle financing - the borrowing from financial 
institutions. 

This morning the1 called up and said they wanted 
that stricken out because if we say the Banks are appointed 
as fiscal agents, than it has got to legally go through 
the Board and the Council has to gat into it and find out 
whether it is legal, and so on. 
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They want us to change it back and aay that the 
Secretary la appointing the presidents of the Federal 
Reserve Banks to do it, without any mention of the 
£is cal agents. 

MR. BELL: I would l ike to dig out of the files 
all the letters I have written asking the Federal 
presidents as fiscal agents to do certain things since 
1933. 

(wr. Tietjens entered the conference.) 

H. I.I.JR: To boil it down, we are getting out a 
statement - I didn't even know thia was coming but I 
smelled something - we had a statement prepared -
'llbere is that statement.? 

AR. SMITH: It is on the way down here. Chick is 
mimeographing it . 

H.M.JR: In the statement I say I am appointing 
the Federal Reserve Banks as ~ fi scal agents to sell 
Treasury securities to financial institutions. They 
say their counsel says that i s illegal, that I can't 
do it - that I have got to appoint the president of 
the Federal Reserve Bank to do this thing. 

!JR. TlllTJENS: The statute aays the banks shall 
act at your di.r ect ion as required by you - shall act 
as fiscal agent. (See attacbed outline of history.) 

MR. BELL: "On November 24 , 1915, Secretary McAdoo 
made public an announcement of his appointment of the 
Federal Reserve Banks as deposit aries and f i scal agents 
of the United States, effective January l, 1916. " 

H.M. JR: Look, Bell, why don ' t I get them on the 
phone , because I t hink this is worth fighting about. 

!JR. PAUL: I think - of cour se I haven't gone 
over thia yet, but I want to be sure that we--

H. J.I .JR: Bell has lived with this tor his whole 
lifetime. 
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MR. BELL: He notified the Chairm&n of the Reserve 
Board and the Federal Reserve Board &nd each Feder&l 
Reserve B&nk th&t he bad done it. 

MR. PAUL: Who did? 

MR. BELL: YcAdoo did. 

H.~.JR: But their point is I c&n &ppoint the 
presidents but not the B&nks. 

~. PAUL: It doesn't sound sensible. 

H. loi. JR: Isn't it fuiUIY th&t I uked you to studf 
it yesterday, and this mDrning the thing pops? 

MR. PAUL: The last sentence s&ya, "It should also 
be noted that during the past ye&r rather general use 
has been made of Federal Reserve Branch Banks in fiscal 
ae;enoy work. " 

H.loi. JR: I don't appoint the manager - do I appoint 
the president of the Federal Reserve Bank to look after 
Foreign Funds? 

loiR. BELL: No, you designate the Federal Reserve 
Banks &s fiscal &gents - you told them as fiscal agents 
to look after Foreign Funds - never went through the 
Board. 

H.loi. JR: You see, I did this thi.ng last night for 
two reasons. I am sick &nd tired of dealing with the 
Federal Reserve Banks, see, and second, I thought I 
would &ppoint the bank as fiscal agent and have that 
authority flow from the Office of the Secretary of the 
Tre&eury to them, which includes the board of directors 
of the bank and everybody else - you see, have a clean­
out thing. 

I think what Eccles wants is to have me have to go 
through the Board to the president of the Federal Reserve 
Bank. 
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L!R. BELL: That is whAt the7 have tried tor a long 
time, and we just never let them get awlf with it. 

H.M. JR: We had it last night - the t hing is out -
we sent it out on the wire s. 

MR. BELL: It has gone out on the wires? 

MR. SlliTH: Not to the newspapers - to our people, 
that is all. 

H. lf.JR: It went out last night? 

l!R. Sfl'll!: It went out last night. 

(The Secretarr held a telephone conversation 
with Ur. R;onald Ransom, as follows:) 
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Operator: 

Ronald 
Rtlneoca: 

HliJr I 

R: 

!!MJrl 

R: 

HMJr: 

R: 

!!MJr: 

R: 

HMJr: 

R: 

ID!Jr: 

R: 

RMJr : 

R: 

HlCJr: 

R: 

HHJr: 

R: 

Po ahead. 

Hello. 

Hello. Ronald7 

Yea, Henry. 

Ma7 21· 19113 
9 I 55 . M. 

97 -

Would you mind, wbile I'm talking to you, to 
send tor Elliott Tbureton plua your general 
oounaeU 

Yes. Just • ••.• 

Would •••• 

• ..• Just one minu t e. I'll be glad to do so. 

(Talke aside: What paragraph is this in7 
One, two, three, rour.) 

They ' re on the way. 

Ronald7 

Yea. 

Eoolea ien't in so I need your help. 

Yes. 

Laat night we oleered tb.U publ1o1ty atste­
ment. Ell.iott Tbureton told Fred s:n tb. 
everybody had eeen i t . Ia that right? 

Well , I haven't. 

Well , anywa1, :C.liott Tb.ureton ••.• 

I t ' s Juet been put on m¥ deek. 

ltell, he •.•• 

I - I euppoee Elliott me•nt that everybody 
bad 

1
een it wbo wa1 working on it over here, 

you ue7 

I 

Regraded Unclassified



!1: 

!!MJr: 

R: 

HV.Jr: 

R: 

HMJr: 

R: 

HIIJr I 

R: 

HMJr: 

R: 

lll!Jr: 

R: 

RMJr: 

R: 

- 2 -

Wall , an;rway ••••• 

Yeah. 

•••. he told u a 1 t wae ol eared. 

Yes. 

Now - now at t en o ' clock or thereabouts, 

98 

he aa1d that Eccles ra1aea the ques t i on with 
your general oounael - ra1aes the question 
after thia- I 1ll r ead i t ( 1 In order to 
rao111tat e the sale or 1aaue or the Govern­
men t aecurit1ea to oommeroial banks, mutual 
savings banks, 1neuranoe oompaniea, Govern-
ment bond dealera.t Mr. Morgentheu has authol"- .•. 
1zed the Federal Heaerva Bank, aa rtacal agent 
or the TreaauJ'7, to handle the sales or these 
financial 1natitutiona aeparately.• 

Yes. 

And Thurston aa1d that your general counsel 
says that ve can' t do that and that we've 
got to appoin t the presidents or the banka 
aa our r1aoal agenta. Now I've got Bell 
here; I' ve got Paul; and I•ve got T1etjens •••. 

Yes • 

• • . and -;;o be - ~o uae the vernacular, they 
think your general couneel 11 all vet. 

Maybe he la. I've been a lawyer myeelt , and 
I've k.nown lawyers to be wrong before. 

Well , to - I - I mean I'm aak1ng the Federal 
Reserve Banke to do thlnga all the tlme as 
my ••••• 

Surely. 

••••. r1acal agent. 

Burel)'. 

Hello. 

Yea. I aa1d, •surelf·" I know 
all tbe time. I don t knov wby 
be named 81 f iscal agente ••• 

you do that 
they can't 
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HMJr I 

R: 

HMJr: 

R: 

HHJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HIIJr: 

!1 : 

IOCJr: 

R: 

HMJr: 

R: 
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And we 1ve •••.• 

••• • as before. 

•••• and we 1ve never named the presidents of 
the Federal Reserve Banke aa our fiscal 
agenta and-- let me ask-- (talka aside: 
Ia there a single instanoet) Oh! The­
the point 1a, they Juet wan ted to aek the 
presidents of theae banke to do it, you 
net .. • .. 

Yeah. 

•••• and not use 
I trankly don't 
I don't want to 

Yee. 

the worda - well, I - I -
want - I'll be very frank. 
aak the presidents. 

I want to ask the Federal Reaerve Banke to 
do th1e •..• 

Yee. 

•••• under the statute. 

Yea, and under all the oirou•stancee ot the 
case. 

And under all the circuastancee of the case. 
I - you - you - I'm - you unders tand me. 

Yea. 

And the statute il perfec tly clea r on this. 

Well I ' ve sent t or our general counsel. Mr. 
Tbur~ton 1 s already arrived and Mr. Dreibelbie 
is on hie way up, I undere tand. He'll be 
here in Juet a minute. 

Well, we • •.• 

He may have eomething t here , bu t if so, I 
think i t ' s likelY- I don' t think we have to 
get t echnicallY legal about thil. I t eeeme 
to me you could eay, •Mr. Morgenthau hal 

(Cont'd.) 
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R1 
(Oont11l .. l 

HMJr1 

R1 

HMJr1 

R: 

R: 

101Jr1 

Rl 

HMJr: 

R: 

IOIJr: 

R: 

R: 

IOIJr: 

R: 

- It - 100 

authorized the Federal ReeerYe Banke to 
handle ealee to these financial i ne t i tuti one 
eeparatel:r. • I n the meantime -- I have a cop:r 
of the thing on ar desk, :rou see •• ..• 

Yeah. 

•••• and i t l ooks to me ae if you can avoid 
any dilemma, if there 1e a dilemma, b:r a alight 
change in the wording, eo that you don't aek the 
presidents; you aek the Federal Reserve Banke, 
Which is what you wan t to do . 

That1 e what~ want to do. 

And ~ich, under the circuaetanoee, seems to me 
rea sonable enough. 

Yeah. But •• •• 

But • • ••• 

•••. but we ' d like to say the Federal Reserve 
Banks as fi scal agente. 

You 1d like to uae the term •as fi scal agents . • 

Yeah. 

Well, I- I don ' t m;reelf see the slightest 
impropriety, but we have a pretty good law;rer. 
I ' d like to aek my l awyer, al though I don ' t 
alwaye take hie advi ce. 

Well , anoth~ thl ng, thil thing - we sent this 
out last night and to change 1t would onlY draw 
attenti on to it .... 

Yea • 
••... and franklY we f eel qulte strongly over 
here about the thi ng, bsoauee - well •••• 

PersonallY I am very anxiou• thot it should be 
available tor your prees oonfersnce thie after-
noon. I think • .... 

Ten- thirty • 

••••. that 1 e very ••• •• 

•• • 
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HMJr: 

R: 

l!)IJ r 1 

Rl 

HMJr: 

R: 

KMJr: 

R: 

R: 

HMJr: 

R: 

!D!Jr: 

R: 

I!!IJr: 

R: 

ID(Jr: 

R: 

- 5-

Ten - ten-thirty. 

Ten-thirtyt 

:i.Ol 

And we eent it out all ovor tor releaee at 10130. 

Ob, you've sent it out tor release at ten-thirt1· ··· 

Yean. 

•••• eo that it will be out and a change now, you 
think would ••.. • 

Well , we 1ll never cetoh up With i t. 

Ob, you 1 d never oetob up with 1t. Well , wait , 
our- our general couneel ia ••..• 

Yeah • 

• • • • bas come in. Now let me au him something. 
(Talks aside.) Ob. I find out that the Chairmen 
wee himself concerned. I t waan1 t a question ot 
legal language or ! 

I di dn 1 t get that. 

I eay I find now that it wa sn ' t a legal problem; 
that our general oounael did not - waen 1 t con­
cerned about that legal aspec t or i t ; but that 
Marriner Eocles bad aome doubt h1meelt. 

Well I bell, be ea w th1e l1ut night, Ronald. 
d1dn t rush him. 

No. 

We 

Be - be had all the t1me he wanted lest night ••. • 

Yes • 

•••. and I don 1 t know •.• .. 

Let me - let me - let me oak about that. Will 
you we i t Just a aecondt 

Sure. I 1d like to get it cleaned up. 

(Telke aei d• l Ob! 

Belle. 

Regraded Unclassified



Rl 

fi)CJrl 

Rl 

R: 

IIMJr: 

R: 

HMJr1 

R: 

R: 

HXJr: 

R: 

HMJr: 

R: 

HIIJr: 

R: 

HliJr: 

- 6-

I 1c Just getting 1t a tr 41ght at thla end. 

All right. 

Elliott Thureton tella me that the reeervation 
Marriner had wae not aa to the language, but 
aa to whether that waa the - the proper legal 
statement and aa long aa our general oounael 
doeen1 t seem to have any reservations about 
it, i t probably hadn ' t been cleared as a legal 
question with Marriner. That, Tbureton aaya , 
i e the statue or it here. 

Bo, I don' t get t~at vary clear- do you •••.• 

I 111 sorry. Let ' e - let- let me atert treah. 

I f you don' t atnd. 

Yea. Marriner did not know whether the use ot 
the term 1 ti3cal agenta• at tr~t poi nt •••••• 

Yeah. 

• ••• wa e all right trom a l egel a epee t. 

Yeah. 

He asked our- our- Dreibelbis • •••.• 

Yea • 

• • • • and now Drei belbie telle me he haa no re­
servation about it a t all. 

Good. 

i02 

Mow I haYen't had~ ohanoe t o ooneult Marriner. 
Let - let me make another atatement. 

Yelh . 
You want thie out- it hal gone out, actually, 
eo that at your ten-thirtY preae conterenoe thia 
ie what y0 ul re going to stand on. 

Well, I'm not going to - it - if - if you vent 
to make a big i eeue, well ••••.• 
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R: 

I!IIJr: 

R: 

I!MJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

JOUr: 

R: 

HIIJr: 

Elliott 
Thurs ton: 

HMJr: 

T: 

HlCJr: 

T: 

- 7-

Oh, God! I don ' t want to aake a b ig iteue 
ot it • • ..• 

I- I mean • •••• 
.. ,,..,....,i ~. _...... . 
I wa"t 
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.. .. arter all I' ve gone through, ,.P- ...-' u ·...._fo .... 

4Laughe ) Uh huh. 

. .. • I want to - I want ••••. 

Get thr ough w1 th i t. Let 1 a t1n1 eh. 

Ko. I want to do it with a - l eavi ng a good a t tar 
taste. 

Well, I don ' t thi nk th1a1ll leave any after taste ••• 

But I- I don1 t ••. •• 

•• .• not as tar as I 1m concerned. 

Well , I mean I don ' t want to aay- Jus t this 
thi nR and Marriner eay, "Well , damn 1t , if he 
hadnTt had that i n, I oould do l t . Now I ' ve got 
to make a statement, • ond all the r e! t of that. 

(Laughs ) Well, walt - wa i t a minute. I think 
I can clear that. (Talka aai de.) Walt Just a 
minute. I'll let Mr. thurston make a state~ent 
to you that he ' • made to me, which 1s perfectly 
aa tiatactorJ to ma. Ae I take 1t, it'll be 
aat1atactory to you. 

Wonder •••• 

11111 you wai t Juet a m1nutet 

Surely. 

Kr. Secretary. 

Good morning. 

Good morning. 

Hov are yout 

I 1m aurv1rtng. I bope you are. 

• 

• 
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!!l!Jr I 

Tl 

HKJr: 

T: 

T: 

HXJr: 

Tl 

HKJrl 

T1 

HKJr1 

T: 

RKJr: 

T: 

HKJr; 

T: 

HKJr: 

T: 

R; 

HKJra 

I am too. 

(Laugbe) The Oba.irun aerel7 - JOU know bia 
punctilious mind-- wae wondering ·whather an7 
legal question wae involved and wanted to have 
an opportunit7 to clear that, 

'leah. 

I think ever)"bod)" who hae sun it ie eatl8tled 
there is no legal question and it1 a per .• -
perhapa preferable thie wa)". 

'leah. 

So that I don ' t aee- I've alrrad)" shown tbie 
to Xatt S~czalt • ••• • 

'leah • 
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• • • • and to John Molee, and they're aatistied wi th 
it. So I am and eo ie Mr. Raneom. 

Yeah. 

So it seems to me that tha t 1 e the end or that. 

Welli if that's the way you reel , then we1ll­
we 1l consider the matter closed ••... 

And you can put me in the guillotine it • . ••• 

I won1 t . 

I know, but 1r- well, (laugh a) llarriner ¥111. 

I'll aend ••••• 

Well , I- I ' m pretty eure that tbat 1 e all there 
was t o it. 

I ' ll - I ' ll eend you a box ot cand)". 

All right. (Laughs) Tha~kl ever eo much. Jue t 
e. aeoond. 

Wall , that ' s all right now, ie1t' 

&ura because our - our people hera eaye there 
ian't _ there ' • all the precedent 1n the world 
t or tbie. 
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R: 

JI)4J r: 

R: 

HMJr: 

R: 

I!I'.Jr : 

R: 

HIIJr: 

R: 

R: 

HHJr: 

R: 

!IIIJr: 

R: 

- 9-

Well, eo does our lawyer, eo we- we can't 
have an argument on that. 

And 1! t he lawyers agree, what more can you 
aakt 

That ' • an un •• - unuaual precedent and let ' a 
hope 1t1ll occur again. 

Well , then ev •• - everybody' • happyt 

I am. 

Okay. 

I know no one vbo is unhappy ••••• 

And Elliott Tburaton1 e happyt 

• • • on thi e statement. 

And SJ.l1o tt • ••• 

He eaya he is. 

All right. 

Fine. 

Thank you. 

Go~ bye. 
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H. li.JR: What did Thurston say this morning? 

MR. Sl!l'm: Thurston said that that brought up a 
tickl ish legal question, that if we were going to use 
it that wa1 thef would have to consult all their lawrers. 
That was the term he used - "all their lawyers." 

He said, "I have talked to one of them this morning, 
and he is satisfied that ·if we are going to use it that 
way we have to give him some time to look into it. • 

I haven' t told you this before, but he said, "Between 
us, another good reason for not leavi.ng that in there is 
because some of the Federal Reserve presidents might think 
that is an insult. • 

B.M.JR: Didn't he also say they would have to take 
it up with the Board for ratification? 

MR. SlliTH: Yes, si r. · Be said that the lawrer he 
talked t o said i t would probably have to go through the 
Board and get an O.K. from the Board before they could 
accept this arrangement as the fiscal agent, 

MR. BELL: I hope you never create that precedent. 

H. li. JR: In the first place , I deliberately struck 
out the word "presidents . • I deliberately put in the 
words that this would be the Federal Resene Benks as 
fisnal agents. 

Bell wasn' t here. I knew wha t I was doing would 
certainly be down his all ey because he has had that 
fight as long a s I, but--

liR. BEU: Longer. 

H,)I,JR: But I didn' t see why t ba hell I should, 
after what I have been put through, have to go agein and 
ask the presidents of the Federal Reserve Banks - I am 
asking the banks, 
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You heard Ronald Ransom say, "I understand why you 
are doing thie." He as much as eaid, "I don ' t blame 
you", didn't he? 

L!R. BELL: Yes. I was &IIUl.sed at that - for him to 
say, "I understand why you want it . " 

H.Y. JR: Well, but isn't that - I am just amused 
that I should have asked you fellows yesterday to look 
this up, and then you had it and had it on time. 

Another thing I had in the back of my mind was 
that if these were fiscal agents, then I don't have to 
go through the Federal Reserve Board. Do I, Dan? 

L!R. BELL: Not at all. You shouldn' t. 

H.l.t.JR: And all the time, Bell, I am fighting for 
your interests. (Laughter) 

This way they are doing it as my fiscal agents, 
and, by gawd, if they don't do it--

MR. BELL: You would be surprised at the number of 
things that we are asked by certain ones to do as fiscal 
agents - have been asked to do in the last year that 
we have never been asked to do before . 

H. U:.JR: We are asked to do? 

L!R. BELL: Particularly transfers frco banks. 

J.!R. PAUL: They ask you? 

L!R. BELL: They asked us to put that in. I ~bjected 
to it at first . I said it was a regular internat1onal 
banking transaction with which we had no business. Your 
lawyers (Paul's) said we ought to put that in as fiscal 
agents. I don ' t think it is a fiscal agency function, 
but the two lawyers on both sides--

L!R. PAUL: There is a depositary and fiscal--
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H.Y.JR: While we are here, take me to school and 
give me the his tory of the fiscal agency. Take a couple 
of milmtes and give it t o me . 

l!R. TIETJENS: There isn't a lot t o it . The Federal 
Reserve Act when passed provided that when required by 
the Secretary of the Treasury the Federal Reserve Banks 
would act as fiscal agents. 

That was in 1913. For about two or three years the 
Treasury never asked them to do allfthing about it. 

J.lR. BELL: We had no Public Debt tranaactions then. 

~. TIETJENS: There wasn't much t o do. In '15 
the comittee - there was a committee appointed by the 
Secre tary of the Treasury to look into the matte.r and 
see what the Feds could be used for. And then about a 
month later after that committee reported, McAdoo made 
a public announcement t hat he wae appointing the Feds to 
be fiscal agents. 

He said, "I don't want to rush these people. They 
have bad a lot of organizational work to do; but in order 
to give tbam a start I want them to take over the deposits 
from the national banks in the Federal Reserve cities." 

And that is about all there was to it in the 
beginning. 

Then when the Liberty Loan drive came along in '17 
he made another announcement. He said, "I am going to 
ask the Federal Reserve Banks to undertake to receive 
subscriptions to the Loan and to sell the bonds for us 
and do some other things." 

MR. PAUL: There i s that precedent • 

. H.M. JR: They use that. They say they did the 
selling in those dqs, and that is why they should do 
it now. 

J.08 
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KR. BELL: I might say there in that connection-­

H.M. JR: They use that - that they did it then 
and they should do it now. 

. 
MR. BELL: We were really the big factor in the 

money srket. We switched money from one eection of 
the country to another through our depositary systems 

:i09 

at that time, and we were really in control of the money 
market from many an~es and we had the subtreasury system .• 
operating at that t1me . • t 

MR. TIETJENS: In 1920, then, you gave the Feds 
the functions that the wbtreasury had been performing, 

H.U.JR: Just to clear ~ consoience, this did go 
out last night, didn't it? 

MR. SMITH: Yes, it went out last night. I told 
Thurston this morning that if that change were made we 
were ·not going to be able to catch very many of them 
because a lot of them had it. 

Incident& ly, he said last night when we talked to 
him that Eccles had called up Sproul, and that was when 
they struck out the other fiscal agent thing. Sproul 
apparently had something to do with that. 

H.ll.JR: Here is an amazing incident. We bad it 
in here (indicating release) that What they have been 
doing up to now they have been doing as our fiscal 
agents. (Copy of release attached.) 

UR. ~ITH: \'/here it says, "We arrived at.this plan 
after consultation with the Board of Governors and so 
on, they contended that sitting in this board room 
listening they weren' t fiscal agents - they were some-
thing else, 

MR. TIETJENS: Visitors? (Laughter) 

!JR. Sli!TR: They were guests of the Treasury. 
(Laughter) 
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lm. BELL: I think that was right because the way 
I read that, the fiscal agency referred to the banks 
and not to the presidents. I think they are right, 
tho.t it should have come out. 

H.M.JR: I took it out because I didn' t want it 
in twice. 

lm. SI.!ITii : We wanted to move it up there . 

H.!ol. JR: You notice I took out this business 
about the national sales director and I took out the 
word "administrator•, too. The public isn't interested 
in that. 

All right , gents • 

• 

HO 
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~ 

~ I lip. 
~'l ,._; 

f ~ ..... \J,.. Kay 27, 

Mr. o. 8. Young, 
Ooluabia Olub, 
Indianapolit, Indiana. 

Following pre11 announceaent wae •ftde today regarding 
organisational eet-up tor future eale or OoYernaent 
1ecurit111: 

(Here take in pre•• rel eaae ) 

IIOHOENTHAU 

D'iB: N Lt 
(Inlti.Uc<l) D. W. B: 

111"' 
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-o Prc31Gon~a , r odoral Re1erve B&ntea 

BIJ•t..Ot) , Wall. 
now YoTk, Jl , 1'. 
!"~ll&dolphla, Pa. 
ClovolaLd , Oblo 
R\c~.:»>nd , Va. 
Atlant~, Oa. 

Under Secretary 
lxp. Loans 

llay Z7 , 1943 

I 

' 

Cblo-.o , I ll. 
St. Louie, llo. 
Mlonoapolle , lllnn. 
r.&ns&-1 C!t7, Mo. 
Dallu, Tone 
S4n r ranc1eco, Calif. 

The following preee ~ounceaent val aade todaT regarding 

organisational set-up tor future sale ot Governaent 

aeouriUee: 

(Here take in preee releaee) 

During the next tvo veeke repreeent&tivee of the Treaeury 

vill confer with you and your Executive llan~er r egarding 

poeaible pereonnel tranefera ~o St&t e organization. In 

seantiae I shall aporeciate it it you vil l, as t&r as 

pr&otioable, hold your organization together until theae 

decisions are aade. 

IIORG!NTHlU 

llVB: liLt; (!nit 1' :!) D. IV. a 

• • • 
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Washington 

FOR I Mt.EDIATE RELEASE, 
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No. 36-82 
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As a result or the highly successful Second War Loan 

Drive which brought 1St billion dollars into the Treasury in 

three weeks, Secretary of the Treasury Henry Morgenthau, Jr., 

announced today that the method or selling bonds through 

volunt eer salesmen would be • streamlined and amplified." 

As the !iret step, according to Mr. Morgenthau, the 
ex1eting Victory Fund Committees and liar Savings Staffa i n t he 
var1oue states will be combined into a single organization. 

This consolidated organization will runotion under the 
direction or state chairmen who will report directly t o the 
Secretary or the Treasury and will be reeponaible for the con­
tinuing sale or War Savi ngs Bonde through the voluntary pay­
roll allotment and other regular purcnase plane. Theee state 
organizations will also be in charge or War Loan drives and 
wi l l concentrate on the sale of inoreae1ng amounts or bonds to 
Individuals and to corporations. 

In order to facilitate the sale ot issues of Government 
securities to commercial banks, mutual savings banks, insur­
ance companies and government bond deale r s, Hr. Morgentbau has 
authorited the Federal Reserve Banke ae fieoal agents or the 
Treasury to handle sales to these financial i nst itutions eepa­
ra~ely. 

•we arrived at t his plan, • the Secretary ea1d, •arter con­
sultation w1th the Board of Governors of the Federal Rese rve 
System, and vi th the presi dents of the 12 Federal Reserve Banke· 
I believe that this new arrangement makes t he beat poasibl~ use 
or what we learned in the first two War Loan D~ivea. 

"One or the ohie! considerations in setting up thia i~­
proved plan was to make i t possible ror everyone to concentrate 
on th:e aa la or bon<le to 1naiv1duale. We are already mak i ng 
great progress, having sold twice as many bonds to indiv~duals 
in the Second Drive ae in the f i rst, and having exceeded the 
quota we set tor individuals in the Second War Loan Drive by 
nearl y a billion dollars,• 

-ooo-
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INTER OFI'lC£ COMMUNICATION I~ 
TREA SURY DEPARTMENT 

OAT& 

Secretary Morgent hau 
IMY2711M8 

,..M Randolph Paul 

Outline of history of fiscal age!:~ relation 
between the 12 Federal Reserve B a and 
their Branches and the Treasury. 

Section 15 of the Federal Reserve Act, approved December 23, 

1913, (U.S. C. , Title 12 , ~391), provides as follows : 

•The moneys held in the general fund of 
the Treasur7, except the 5 per centum fund for 
the redemption of outstanding national-bank 
notes and the funds provided in this chapter 
for the redemption of Federal reserve notes may, 
upon the direction of the Seoretary of the 
Treasury, be deposited in Federal reserve banks, 
~~~b~anks whe~n~~~~~~~~~~~. 

or &n¥ thereof aay be deposited in 
such banks, and disbursements may be made by 
checks drawn against such deposita. • (Underlin-
ing supplied. ) 

The first action under this section followed a r eport on 

September 14, 1915, made by a Treaaur1 Committee appointed by 

Assistant Secretary K&lburn to consider the possibility of utilis­

ing t he Federal Reserve Banka as fiscal agents. On Novamber 24, 

1915, Secretary Koidoo made public announcement of his appoint­

ment of the Federal Reserve Banks as depoaitaries and fiscal 

agents of the United States effective January 1, 1916. 1 letter 
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to this effect waa also forwarded to the Federal Reserve Board 

and the fo1'1118.1 designation transmitted to t he Ch&il'll&n and 

Federal Reserve !gent of each Federal Reserve Bank. In this 

letter the Secretar7 atated that he had determined to appoint 

the Federal Reaerve Banks depositariea and fiscal agenta in the 

manner indicated in the Federal Reaerve iot but in order that 

the banks would not be embarrasaed b7 the addition of an undulJ' 

large volllllll of businese upon undertaking their functions in 

.t15 

this connection, he had decided to malce a beginning b;y trans­

ferring to each of the banks the funds which the Goverument then 

bad on deposit with the nation&! banka in each of the Reserve 

cities . The duties of the Reser ve banka as f iacal agents were 

not specifioall7 defined in the letter but it was stated that 

each bank would be required to perform on behalf of the Govern­

~:ent the services which were then being rendered b;y the national 

bank depositaries •as well as &n1 other service• incident to or 

growing out of the duties and reaponaibilitiea of f iscal agents.• 

Prior to our entr1 into the Firat World War no uae was made 

ot the Federal Reser~ Banks in their oapacit7 as fiscal agents 

in connection with Public Debt tranaactions. However, on~ 1, 

1917, Secret ar1 Kcidoo informed all of the Federal Reserve Banka, 

u well u the Federal Reserve Board, that i t n s hie purpose 
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"to invite the Federal ReserTe Banks, which are fiscal agents 

of the Goverlllllent, to cooperate" in the impending Liberty Lean 

by undertaking certain fiscal agency functions in connection 

with the receipt of subscriptions , the receipt of payments and 

other details of the sale of Liberty Bonds. For the performance 

of these functions the banks were to be reimbursed for expenses 

but were to be paid no other compensation. The response of the 

banks waa, of course, favorable an.d from that time on their 

services as fiscal agents have been &Tailed of in connection 

with Treasury financing. 

An Act of Congress, approved May 19, 1920, abolished the 

offices of the Assistant Treasurers and the aubtreasury syataa. 

That Act authorized the Secretary of the Treasury to transfer 

to the Federal Reserve Banks as fiscal agents moat of the 

function.& exercised by the subtreasury ayste• regarding coin 

and currency, the receipt of Govermaent deposita and the p~ent 

of Government checks and warrants . This he did. The sub­

treasuries had also been performing a f ew functions in connection 

with the Public Debt such as the payment of interest coupons. 

These functions , too, were transferred to the' Federal Reserve 

Banks. Substantially all of the functions exercised by the banks 

by virtue of these transfers from the subtreasuries are on a 

non-reill.buraable basis. 

• • • 
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Fro~ the beginnings, which have been outlined above , the 

duties and the serv~cea which have been performed by the Federal 

Reserve Banks as fiscal agents have been added to and defined 

from time to time through memoranda of infol'IUtion inued by the 

Treasury to the Banks and through the ilaue circulars of Publio 

Debt obligations, all of which have contained desigaations of 

the various Federal R4serve Banks as fieoal agents in coJIDection 

with the issues, The files disclose that for maD¥ years these 

~ttera have been handled directlT with the Banks themselves, as 

conte~plate~ by the statute, and not through the fo~r Federal 

Reserve Board or the present Board of Governors or individual 

officers of the Banks. 

No attempt has been made to digest the various memoranda 

and other documents bearing on the details of the arrangeunts 

between the banks and the Treaslll7• <mly the salient points 

have been noted, 

It should also be noted that during the pa•t ~ar rather 

general use has been made of Federal Reserve Branch Banks in 

fiscal agency work. 

d 7 
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Operator: 

~IJr: 

Cllfton 
t.!ac k : 

lii.!Jr: 

L1 : 

m.:.Tr: 

IJ : 

lii.!Jr: 

M: 

H!.!Jr: 

!.l : 

~Jr: 

1:: 

!ll.!Jr: 

M: 

ln.lJr: 

t.: : 

Hello. 

Mr. Mack. Go ahead, 

Clif t? 

Good morning. 

Good morning, Clift. 

Yes, air . 

)Jay 27 . 1943 
10:22 a .m. 

Cl i!! , you knOW ever since wr. Swope lett, 
and used to be sort or your gua rdian a.ngel, 
I've been looking tor another one. 

Yes, sir. 
And I think you'll be pleased to know that I'm 
going to ask Mr. - Assistant Secretary 
Sullivan. 

Oh , John sullivan. 

Yeah , to take you under his wing. 

Very good. 
And I•m sure that will be pleas ing to you. 

\Vall, that's - that's good. 

And he'll be here to bold your nand and con­
sul t you and , it necessary , guide you. 

well , say that's - that' s tine. 

I thought that would please you, and now I -
I should have given you that extra help a 
long time ago , but I just didn't get around 
to it . 
Yes , well, that's tine. I bad some things 
bar e that I wanted to take up, end I ' ll just 
take them up with him then. 
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l!I1Jr: 

M: 

!lla!Jr: 

M: 

l!l!Jr: 

J.:: 

m.:Jr: 

1-!: 

!IMJr: 

- 2 -

Well , i ns t ead or doing - you can go right to 
Sullivan and he's available. 

Well , ell right then. Fine. 

And Norman Thompson wil l tix up a little order 
making it legal, so to apeak. 

Well, very good, and -and I' ll - I ' ll be in 
touch with him then. 

Oood. 

Very good, and thank you. 

Thank you. 

Yes , air. 

Goodbye . 
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T'H£ SI:CRitTAR V 0,. THE TREASURY 

W A S H i fltOTOH 

Jll.y 2'/ 1 194) 

£ttective trca and a!'tor this elate, the Proclll"G.,t. 

D1rle1on 1e aasicned to the auporviaion ot llr. John L. Slllllvan, 

Aaabt.ant Seer<~t.&ey o! tho Tre&8'.1J'7. 

TreaeUJ7 Department Or<!er No. 44, dated Ptbt"".aary 1, 194.2, 

1e DOditied eccord1ngl7. 

Secretary o! the Treasury. 
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m:J'r: 

Harry 
White : 

mar: 

'· .. . 
H1!J'r : 

~·[ : 

HJJJr: 

\"· '· 
HJJJr : 

"· ... 
F.l:J'r: 

·· = 

RJJJr: 

HJJJr : 

,f : 

l!l.!Jr: 

Hello. 

Hello. 

Harry'? 

Yes, sir. 

l!Ay 27, 19L) 
10:)0 A.m. 

Leon Henderson, evidently talking in New York, 
said the following: "The tormer O. P.A. chiet 
charged the Treasury Department or contributing 
in making or inflation by failure to adopt a 
torced savings plan and the public tor tailure 
to save. " As I remember it -- and I want to 
check m¥ memory with you -- that we urged very 
strongly on him tor o~-all rationing, didn't 
we? 

Oh, yes . 

And he never would do it. 

They were strong opponents ••.• 

Now • • • • 

••• • they and the Budget . 

'llould you take him on because, you see , the Budget 
and what's -his-name - they keep digging et us all 
the time on this thing. would you .••• 

How much - bow - have you read it in the press so 
you'd . . .. 

Yeah. 
well, I would be inclined to - my Urst reaction 
is that it they make much or it, yee. It they 
let it slide, no. 

I see. But 1 am correct that we urged him that? 

We urged the expenditure rationing •••• 

Well •.•• 

J.21 ... 

• . -
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m.!Jr: 

VI : 

m.!Jr: 

.. ... 

m.:Jr: 

"' . ... 
HI!Jr : 

- 2 -

.••• to him and they- yes, we had a number or 
conferences . 

well , and - and over-all rationing, on all commodi­
ties , didn't we? 

Oh , yes , yes. Oh, we pushed him on that - that 
was still earlier. 

Yea. 

That was still earlier. You remember that meeting 
in your office in which Hamm said they were pushing 
it as rapidly as possible , und we t ook the position 
they weren't pushing it enough. 

They were only doing two articles, was that it? 

Yeah, that - something like that , 

Yet.h . 

·.1 : Now I oan easily get Mise Chauncey to trace that 
specific meet ing down. I oan run it down very 
quickly •••• 

IU!.Jr: 

... , : 
!n!Jr: 

.. 
' · 

HI~Jr: 

IYill you ••• • 

•••• it you want to glance over it. 

Well , I - I '11 telk to Smi tb and ask his advice 
whether I should bit it now, but you might look it 
up tor me. 

All right , I'll have it reedy tor you • 

Thanks . 
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TREASURY DEPARTMENT 

INTE R O I'"FICE COMMUN ICATION 

Seorotory Horconthau 

frtd Sa1tl1 ~ 

I thiak we oboul4 be careful about t;l rtng tho IIIJ>ruolon that WI are 

treaouey oxpono aro co1Dc to 'buck oomothinc -cAin, 

'llou.l4n't It bo poulble to oq tbet Hr. ~•I• and t ho f roaour7 aro 

thiaklnc alo114 tbl , ... linM - tbelr opondtnc bao t o bo raUonod one wq 

or anotbor. llo boUne t he olapleot vq to do It 11 throucb a t u , but WI 

are not exactlt •ur• hov Mr . DaTi• vet• ~o do it. Aa tar u we know, he 

"t23 

haon 1t oaid be 4oeon1 t vant to do It vltb a tu, It t hl o lo a true ot atomont. 

./ 

• . -
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Coniress To Question 
Davis on his Pro~ 
To Ration Spending 

T,..~~ry Otlriala Preter SJMDdinl 
Tu, l!•r It Would Be ~Wier to 
H....U.. a-t Reveauea 
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lllloTr: 

Harry 
Hopkins: 

l!J.!Jr: 

H: 

lllloTr: 

H: 

III.!Jr: 

H: 

JD.lJr: 

H: 

Hl!Jr: 

H: 

!IJAJr: 

H: 

!Q;Jr: 

H: 

ID.:Jr: 

H: 

• . ,. 

Barry? 

Yeah. 

Henry talking. 

Yeah. 

llay 27, 194J 
2:22 p.a. 

Just- this is a follow-up on your friend, Ruml. 

Yeah. 

Did you do an.:ything about it? 

No , I haven't . 

Vlell , this is a reminder. 

All right, old boy . 

How's that? 

Fine. (Laughs) 

Before you leave tonight. 

Yeah, all right. 

Be good now. 

Yeah, I will. 

Thank you. 

Goodbye • 
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TAXES 

Present: Wr. Paul 
llr. Blough 
llr. Surrey 

Jlay 27' 1943 
2:90 p. ra. 

UR. PAUL: We have two basic prob!eras here; ooe ia 
the pending bill and the other ia the next bill and what 
we are going to say. 

..1.26 

H.K.Jk: Let's do the pending one first. Bring me up 
on what haa happened. 

MR. PAUL: I was over at Byrnes' - I didn't have &n¥­
thing to do between twelve and t welve-thirty, so I drifted 
over. I mean, I didn't have anything that I could put~ 
mind on but that, and I drifted over there and I then got 
tied up ao I spent ~ whole time talking with Baruch and 
Rusaell . So I didn't learn anything more over there this 
morning, 

H.K.JR: What is their interest? 

KR. PAUL: Baruch just happened to be calling on 
Byrnes, ao I was introduced to hi~ and spent acme time 
talking to him. He brought up the subject . 

H.M. JR: What I thought I would do, unless you fellows 
think - I thou~ht I would call up Byrnes and simply say, 
"Look, JimmJ, JUSt by fortunate accident I learned of your 
visit to the President t his morning and, after all, as far 
as I know I am atill supposed - the Treasury is ~uppoaed 
to be handling taxes. You don't keep ua informed. You 
have people to come down to aee ua and all the rest of 
that , and don't tell us about it . It makes it very, very 
difficult, and I juat wondered whether you intend to 
present the new tax bill. llihere do we at and 'I" 
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Now, he will get angry, but what of it? I mean, 
should I sit here and take this thing indefinitely? 

MR. PAUL: I know what Byrnea will say, that he went 
over on another matter and the President brought this up. 

H.M.JR: Then why hadn't be let us know? 

MR. BLOUGH: Is that a new visit to the President? 

MR. PAUL: This is this morning. 

H.V.JR: The President told me - he said, "Byrnes 
has been here; I have three alternatives . • 

UR. PAUL: What were they? 

II.M.JR: One to veto it, I suppose one to sign it, 
and I suppose one to let it become a law without his 
signature . I suppose those were the three alternatives. 
He didn 't tell me that , but I , being a very quick man on 
the trigger, supposed those were the three without refer­
ring to counsel. I am very proud of myself. (Laughter) 

MR. PAUL: We!l, is he going to have a statement 
accompanying it if be does? 

H.U.JR: I don ' t know. The President said, "Confi­
dentia1lJ, I am going to sign it." Then I said - I don ' t 
know which came first , but I said I was going up on the 
Hill first, then I said that I was going to see these 
people and I said we were goi.ng to ask for sixteen billion 
cash. 

I said, "You remember you spoke of sixteen billion 
in cash or savings, and I am going to ask for cash. I 
want to get that thing cleared up. " 

So Knox was there, and he said, "Don't you gain four 
billion on this present billf" 

J.27 

I 
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I said, "Somethin~ in that neighborhood • He said 
"If you gain four billion you get twelve. I;n't that ' 
really wliat you want?" 

So I said, "I don ' t know. Well, that sounds about 
ri ght." So the President said, "Go ahead and ask for 
what you can, and"--

128 

YR. PA~L: That gets over to the other quest ion. 

H.M. JR: Then the President aaid, "ihat we want to 
do is get on a basis where we are paling for one- third 
of the war through taxes. • I said, Kr. Roosevelt, you 
are wrong on that . We are on that basis. ne are trying to 
get on a fifty-percent basis.• 

He said, "You shoot at fifty percent . Get all you can . " 

I thought this; I have been around this town a long 
t i me , and in the room here , Byrnes hasn't got any use for 
me , anyway. He t akes an opportunity ~hen 1 have to go out 
of tol\n because my wife ia in the hospital to inch in on me, 
and I think I might just as well have a head-on clash. 

llR. PAIJL: I didn ' t let hill know this morning. I 
didn't have any chance to let him know. 

• H.M.JR: I can say that I am cal ling up because I .. 
going to see these people tomorrow. You can't let these 
people ride al l over you. 

MR. PAUL: I certainly think, if the President signa 
the bill, there ought to be a statement with it expressing 
his dissatisfaction with it. I think that is the !east he 
can do, I mean, he ought not to sign that thing without 
any protest at all. 

MR. BLOUGH: He certainly ought to indicate that he, 
for one, doean ' t accept in any sense of the word the state­
menta that this ia the equivalent of a new t ax bill. 

H.K.JR: Just don't get me mixed up, ~eoause the 
President kept addressing himself t o the b1ll to co ... 

• 
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He said, "You can tell them this for me. If I don • t 
get more revenue before the end of thi• calendar 1ear, 
I am going to put the entire blame on Congreaa." 

LOt. PAUL: You mean, a bill before thia- -

H.M.JR: I suggested- and I didn ' t follow through on 
it before the President - but when be wrote that letter 
sa1ing that we want sixteen billion--

.t29 

~. P.WL: I .ant to talk about thil sixteen billion. 
That i• the second problem. You said to take up t he other 
question first of this bill, and they do interweave to 
some extent. But I think this bill - you say the President 
ia going to sign. Wel.L, that is hie decision, and I can 
understand there are arguments on both sides, and there 
will be an awtul lot of gaff if be doesn't sign it. 

ll.}(.JR: If he bad asked me - which he didn't - if he 
had said to me this morning, "What do rou think?" - which 
he didn't - I would have said to sign t. I think the Ameri­
can public is sick and ti red of it. But he didn ' t ask me. 

MR. PAUL: Of course they are sick and tired of it . 
But certainly he ought not to~ke t hat bill completelJ 
lfing do'll'l . 

H.M.JR: Which do you want to talk about first? 

J.(R. PAUL: That is the main point on that. 

H.li.JR: i\hat is that? 

WE. PAUL: If he bas disposed of the question of 
signature . 

H.M.JR: Well, he has . 

},ffi. BLOUGH: He means signature versu• allowing it to 
become a law without his signature? 

H.li.JR: No, Rov, don't make the problem difficu~t . 
The President said, 'I have decided to sign the bill. 
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Now, what he is going to say when he eigns it, he 
didn 't say. From t he way Byrnes is acting,· I don ' t even 
know whether he will ask us. 

MH. PAUL: You will know more about that question 
after you talk to Byrnes - maybe you will and maybe you 
won ' t, but anyway, going to the other question - I want 
to bring out some points and I asked Roy to get some dope 
to&ether - detailed figures on it. 

.130 

The President made his sixteen billion dollar statement 
in January, 1943, and that was before the Rum! controversy 
came up. It anticipated sixteen billion of collections 
for the fiscal year 1944, which begins July 1. We imme­
diately went to work on a revenue scheme which would produce 
sixteen billion and we had one, and we had alternative plana -
five or six alternative plans - !ate in January. Those were 
built on the assumption that the collection at· the source 
would start April f irst, or at the latest, July first. 

Now it is the end of May, and it ie obvious that while 
we will have collection at the source , and whi le we will, 
under this conference committee bill, raise the revenue -
raise the receipts for the fiscal year 1944 - by about 
three billion dollars, that l eaves us thirteen billion 
short . We can ' t have a bill, under the moat optimistic 
hopes, before September or October. So t~at !eaves ~~ 
only about seven or eight mon ths in the fucal year 1n 'llll.lCDIJ 

to gat sixteen billion. 

Now, it you want to have your hair stand on end-­

H.M. JR: Try i t! (Laughter) Sat if you are a magician. 

MR. PAUL: ~e have got some ratee together. I think 
we have to do something about revising our eixteen billion 
figure. 

H.M.JR: You mean if you want to get~ in seven 
months. Ia that i t? 
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WR. PJVL: Yea, it is different if you t&!k about 
sixteen billion on an annual basia . 

H.M.JR: Let ' s stick to that . 

YR. PAUL: But the sixteen billion of the President's 
us not . 

H.H. JR: I know, and it didn ' t say "biJ.lion ;"it said 
"money or aavinga.• So I would- aa far as I am concerned 
I would stick to sixteen bilJ.ion cash on an annual basis. 

lo(R, PAIJL: When you aay cash you mean taxes, no part 
of r.hich will be refundable? 

H.I.!. JR: That is riuht . I would like to aim- roughly, 
they estimate a hundred billion dollars is going to be 
spent, and I would like to take in fifty billion dollars in 
cash. 

MR. PAUL: In non- refundable taxes . 

H.M.JIU Non-refundable taxes. 

MR. PAIJL: I use t hose words, "non-refundable taxes. • 

H.W.JR: I would like to - the President said to aiz 
for - I l'Ould like to aia to finance thls war half through 
re~enue . That i1 what I would like t o ha~e for a goal. 

We started with sixty-six and t110-thirda, and now we 
ha~e slipped to fifty percent. 

M.~ . BLOUGH: Is the President disturbed about t he 
taxes from the inflationary point of ~iew? 

H.U.JR: When I saw him - to give you the picture -
he in~ited me over for some reason - posthumously he wa• 
presenting this medal to the father and mother of the 
Coast Guard man who died - af terwarda Knox went around 
to aee about bat tleahipa. 

... -
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Knox waa verr decent, and he let me apeak first. So whatever 
I have been telling you I had to 113 in front of Knox with 

Knox chiming in, interpret ing for me , so I wouldn ' t say it 
waa the most perfect setting for a conference , you see . 

M~ . BLOUGH: I agree. 

H. LI. JR: .lnd I have told you everything. The President 
was in this frame of mi.nd - "it least, Henrr , what you asked 
isn't as much as Knox asked, because he wants seventy-seven 
billion, or something like that, for a warship. • But that 
was the setting. 

How, I don ' t think, frankly - I mean, this sort of 
thing bores the Presiden;. It is the greatest dif ficulty 
tp get him to think - it has &iW83S been like that . 

WI. BLOUGH: If i t reflects his whole attitude - if 
it is simply a matter of financing a third or even a half of 
the Government's revenue, and he isn't concerned about the 
effect on the price ceilings and things like that , I am 
very sorry, because it seems to me t hat is one of the major 
problema, 

H.W.JR: I am not saying he ia or he isn' t. I am 
simply saying that he had in his mind a third. I said, 
"You are wrong. " If I had said to him, "This ia necessacy 
to help out on price ceilings, he would have said, "O! 
course, you are right.• But if I bad given the queat1on, 
be would have said, "Sure, you are right .• How, I didn ' t, 
which doean ' t mean it ian' t in hia llind. 

MR. BLOUGH: I understand. 

H.M.JR: I mean, the man was in betw~en. He bad jus~ 
done a very emotional thing - bad tbie mother and father 1n -
and here I am standing in f ront, and Knox on the aide want­
ing the battleships and Knox interrupting me , so i f I had 
said, "This il most ' important," he would have said, "Of 
course it is." i hatever words I had put in his mouth, he 
would have answered, "You are right. • So that doesn't mean 
he i a or he i an•t . Does that give you the setting? 

• .. 
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MR. BLOUGH: I think ao, yea. 

KR. P.WL: What are you going to uy it they aak you 
about a aalea tax tomorrow? George ia certainly going to 
press that point, that if you want that much revenue, you 
are going to have to take a sales t ax. 

l33 

H.K. JR: I will have to think about it. What I was 
going to do - this was going to be -r tactics, plue the 
guidance froa you gentle~en - you and I go up and aay, "Now, 
look, gentleaen, I aa not here to diacuaa the present bill, 
but I aa here to discuss the fiscal needa of the Treaaury, 
and I want to finance this war on a fifty-fifty basia. Now, 
what help can I expect from you?" Kake them talk. 

If they say - I said, "I 11111 here to ask"--

MR. PAUL: That you want to prevent inflation. Infla­
tion is a fact now, not something you talk about in the 
future . 

H.M.JR: This is a very serious thing. Don't let me 
forget - • ••• and I want to tell you gentlemen that I will 
expect to aake some speeches on this thing. I would like 
you to know it beforehand." 

WR. PAUL: I think you had better get a clearance for 
all apeechea. It doean ' t do any good not to say anything. 

H.K.JR: I aa~d I ..;. going - you mean the Trusury? 

KR. P.WL: Yea. 

H.K.JR: "The people, mraelf and Df associates in the 
Treasury, we are going to go, and I wan t to let you ~ow 
now we are going to talk about this thing. we are go1ng 
to explain i t to the people. We want you to know ab~t it. 
We don't want any hard feelings about it, but we don t feel 
that we are carrying out our responsibility if we don't go 
to the country on this thing. • But don 't l et me forget 
that. 
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MR. PAUL: I will make a note , 

H.M.JR: I want to serve notioe on them that we are 
going to go to the country on it. My gawd, if Cheater Davia 
can talk about every damned thing in the world, why can't I? 

UH. PAUL: Chester Davis was talking about rationing 
there. There was some relevancy to his food problem. I 
was inclined to kick first, then I realized it wasn't a 
tax measure. 

. 
Certainly they are going to bring up the sales tax. 

H.l!.JR: Well, I am going to say, "JJ.l right, if tbat 
is what you have got in mind, I am up here t o !earn. " 
I am going_ to--

MR. PAUL: We!l, you are going to say what is going to 
be the Treasury's position. 

H.l!.JR: Well, I will say this , "If ;you gentlemen want 
Us to present to you a plan where we can raise sixteen 
billion dollars over a period of twelve months, we will be 
very glad to. " 

){Jt. PAUL: That is, you are going to avoid answering 
that sales tax question at the moment? 

H.K.JR: Well, I will sa7 that we would like to have 
a chance - and I want to say again, if we don't get the . 
chance here, we will explain it t o the cOUDtr,y how we thlnk 
we can raise that aoney in the best war. I am goi.ng to 
say , "Everybody else i s talking about 1t and I have kept 
mf mouth abut t oo long, so that everybody is writing that 
we are not interested in the inflation problem. " 

I mean , I am sorry- Blough, for gawd's sake ta.Lk up 
if you think I am wrong. You are not here for ornament. 
You are a nice ornament, but that isn ' t why I invited you. 
(Laughter) 

IIR. BLOOGH: I don't think you are wrong. 'ilhe.n it 
comes to putting up a sixt een billion dollar program, it 
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is going to be awfully tough - it is just going to be 
very tough. 

Jm. PAUL: I know it is tough, Hoy, but we have got 
to--

MR. BLOUGH: And therefore there will be some relevancy 
in their pressing for a sales tax. 

KR. PAUL: It is just as tough to have a sales tax -
tougher on the lower incomes. You said you didn't want to 
use the words "serve notice" - I do want to use the words 
"serve notice" in this friendly sense that unless the 
Treasury can get some help from some other quarters !ike 
the President, we cannot approach anything like sixteen 
billion dollars on an annual basis because the word is going 
all around the capitol "no more taxes." George says for 
two years; the rest of them say for this year, and we 
went all through it laat year. We have been through it. 
~e have heard those people talk ad nauseam about bow the 
people can ' t stand any more taxes (except the sales tax) 
and nothing can stir them out of that attitude but a hard 
public demand that they do somethinf about taxes. And 
tnere I think the approach is more nflation than it ia 
revenue, because that is the kind of thing that is going 
to affect peopla' s lives im:nediately much more than hafing 
the debt later. 

I think we have got to fac e that fact right now. 
\',e are not - we can talk, we ca.n go to the country - yru 
can make speeches, and we will get some credit later for 
having said these things, but we are not going to get 
anything done unless we have a--

H.M. JR: You may. 

MR. PAUL: But not by ourselves . 

H.U.~t : Oh, no, but we have got to take the lead. 
aNI is very much interested in this. They will help us. 

•• • 
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MR. BLOUGH: I think at the time this bill ia signed 
would be an excellent time for the Presidant to sound off 
on the next bill . 

• 
KR. PAUL: The President is the only one who coul d get 

the papers on thi& 

lffi. 3JRREY: Unleas he doea something they won • t even 
start meeting until September . 

UR. BLOUGH: They are trriag to put it over until the 
first of September or later on the grounds you won't have 
any more retroactive ta.xes since we have pay-as-you-go, 
ana therefore it really doesn ' t matter. 

H.M.JR: Gentl emen, you are going to get very little 
help out of the President. You never han on this thing. 

~R. BLOUGH: If we put some words in his mouth, would 
he say them? 

H.M.JR: You fellows can write it. 

l4R. PAUL: There is this distinction between this 
moment and all past momenta wi th respect to the President, 
and that is that always before it has been mostly a ques­
tion of revenue or futu.re inflation. Now it is t he very 
immediate problem. The President baa been talking right 
along; he baa said many of these things already in broad 
generalities . 

H.M.JR: Well, look--

lt!R. PAUL: The whole price program ia going to fail 
if we doo't. 

H.M.JR: Get together the strongest statement you can 
and I will be t i ckled to death to send it over to him 
after going over it with you- over~ signature .to him. 

WR. PJ.UL: I think it is unfair to you and to me . 
We are really expected to get this revenue, or to stop 
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inflation, and we are blamed when it doesn't get stopped. 
We are in a posit ion where we have the responsibility 
but no implements. We cannot do the job. ' 

H.M.JR: Well, I would do it etriotly as a Treasury 
matter. I wouldn' t bother to consult anybody across the 
street. I would get up a good Treaeury memorandum. 

MR. PAUL: I consult them largely to learn thinge 
from them. 

.L37 

UR. BLOUGH: I do think, though, in that connection-­

YR. PAUL: In fact , incidentally, neither Ben Cohea nor 
Russell yet know anything about this eigning business. 
Byrnes doesn' t tell t hem. He doesn't keep them informed. 

!Alt. SJ RREY: Did George and Doughten know about it? 

l ilt BLOUGH: Don't let them know about it, for heaven ' s 
sake . 

~m. PAUL: They have no knowledge of i t. The only 
people that know anything about it are the people in thie 
room now. 

I.IR. SJRREY: You JUY be able to s till get them to 
commit themse.l.VII to an early start, llhich is the first 
immediat e thing we need on the bill . 

1m. BLOUGH: I do think that when you get into some 
diffi culty in trying to get them to move down there - and 
I think yo.u wi ll get into difficu1 ties - that ~ aucces~ion 
of etatementa by Prentiea Brown - and Byrnes , 1f you l1ke -
and others wno have a responsibility in the inflation 
picture to the effect that their task is bei ng made im­
meaeurably harder by not getting promptly a revenue bill, 
may have some beneficial effect. I don ' t know how much, 
but I don't see how it could hurt. 

MR. SURREY: Put the heat on them - everybody taking a 
crack at them. 

• -
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M!i. PAUL: llut we are in a terribly untortWJate posi­
ti on. Byrnes and Bro'llll are going to a&)' when the prices 
go up - when inflation isn' t going to be controlled - that 
it is the Treasury's fault. We are going t o be the goat. 

UR. SURREY: It we come out ahead--

H.U.JR: That is another reason ~y I want to send 
a memorandum over t o the President in connection with this 
bill - entireiy independent!)'. l W\Qt it a Treasury 
measure. Let me sign it and send it over. 

laiR. PJIJL: I am all for that, but I just want )'OU to 
re&.lize the almost sheer i.mpossibHft)' of it. 

.t38 

H.Y.JR: I got that. Let 's keep moving, Randolph. 

MR. PAUL: The)' may ask )'OU for a memorandum, but I 
think )'OU can leave to me the rest of the discussion. 
For instance, if they say an)'thing about · corporr.te rates, 
or the Victory Tax, I have got that all worked out here, and 
I don't think )'OU need t o go into it. 

H.M.JR: When will you han ready for me the memorandum 
to go to the President in connection with this bill? 

!JR. PAUL: We have a draft now. I think n ought to 
take plenty of time on that. 

W£. BLOUGH: It will have to be re-done. 

),Is(. PAUL: I wonder if he is going away. 

H.M.JR: Yea, he won't be available before Monday. 

MR. BLOUGH: Monday is aoon enough. 

M!i. PAUL: Couldn't we have it in hia banda Monday 
morning? 

H.M.JR: The trouble ia - I will know ~en I meet 
r.i th the boys - I a83 be going to Chicago. That is the 
only trouble. 

.. 
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MR. PAUL: We can have the thing - when will you 
be 1ening? 

139 

H.ti .JR: Well, I think 11'8 would be leaving, most likely, 
on Monday for Chicago. 

).(R. BLOUGH: Have it Mood~ morning easily. It doesn't 
come up on the Hill until Tueaday. If we could have until 
Monday morning--

Wk. PAUL: It isn't voted on in the House until Tuesday. ••. 

H.M.JR: If you can get it in my banda Konda;y morning-­

MR. BLOOGH: That would be good. 

H.M.JR: It means ;you would have to finish it Sunday 
night. 

MR. PAUL: We wi.Ll finish it Saturday. 

H.M.JR: Finish it Saturday? 

MR. PAUL: Maybe you would have a chance to look at 
it Sunday. 

H.U.JR: I would. You get it to me. The operator 
will know where I am. 

J.LR. SJRREY: If. the President ia going to sign the 
bill he should sign it as soon as possible. They can' t 
distribute their forms until the bill is signed. 

H.U.JR: I think, then, t he re should be two memoranda; 
one explaining the mechanical necessity why it should be 
signed promptly and I think that Sullivan should collabo­
rate on that - the mechanical necessity of pl'Dmpt signature. 

MR. PAUL: You write a memorandum to Sullivan on that 
point we Just decided. 

MR. &JRREY: Yes. 
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lll,y 271 1943 
3:00 p.a . 

FOREIGN FUNDS (Jladam Chiang Iai-ahtk) 

Present: llr. Paul 
llr. Pehle 

)IR. PERLE: I k:nOif you and llr. Paul are seeing 
Jlr, Currie thls afternoon. It ;rou are see~ him 
about what I think, I haTe a little informat1on. 

B.W. JR: U&dam Chiang? 

WR. PEHLE: Yea. Tiro hundred and ten thousand 
dolla rs haTe gone out of her account since Jauuar,y 1 
to llr. K. L. Kung. It has been deposited in his 
account in the Irving National Cit;r Bank. 

We are following it from there. I think he ia 
the aon of the finance minister. 

H.M.JR: He is. 

WR. PERLE: Tiro hundred and ten thousand dollars . 

B.W.JR: I thought the memo said the.t altogether 
she has drawn three hundred fift;r or three sennt;y. 

!Qt. PERLE: Sle has. 'fbat has gone into her 
accounts. 

H.W. JR: This two !nlndred ten h out of t he three 
fift;r? 

KR. PBBLE: Yes, sir. 
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UZARD FRERES 

Present: llr. Paul 
»r . Pehle 

),lay '1:1 ' 19 43 
3:05 p. m. 

~. PAUL: John, you may as well go ahead on 
this. 

I.!R. PEHLE: Have you given h111 the memorandUIII? . 

MR. PAUL: It is right here. It is pratt¥ long. 
'!he last page has tho conclusions - three or four 
points. 

(Memorandum addressed t o the Secretary from Mr. 
Paul, dated ~y 27 , 1943, handed to the Secretary, copy 
attached. ) 

R. U. JR: You say he didn' t know anythinf about 
Ulitex but then you found something in his f los showing 
he did know about it. · 

UR. PAUL: He has been a liar right through that. 

!.!R. PEHLE: He has been lyinf quite a bit, and 
also he did stop paying any etten ion to the business, 
He has just 118glected his responsibilities terribly, 
no question about that. Also he has lied. 

MR.· PAUL: Did that have anything to do with his 
other--

UR, PERLE: I think so. 

H.lol.JR: Rls other? 

Y.R. PEHLE: His other interests. 

• • • 

Regraded Unclassified



- 2 -

IIR. PAUL: That is in a stp&rate me11.orandUJt. 

H.W. JR: He uses a separate firm for his own 
stuff - he uses Root , Clark and--

l.IR. PEHLE: No, Lazard Freree were using them to 
some extent, too. 

H.J.!. JR: A million and a half you want him to put 
up as against this Les Fils Dreyfus? 

KR. PAUL: Only temporarily. 

KR. PEHLE: We have blocked that much money in 
Les Fils Dreyfus over here, so we have it protected. 

l.IR. PAUL: We formerly discussed five hundred. 

H.M. JR: What is this? 

MR. PEHLE: The bottom memorandum shows his 
participation in the partnership all through; and 
the money, you recall , debarred from his wife was 
fully oollaterized throughout. 

H. ll.JR: Do I have to sign this thing? 

YR. PEHLE: No. I set it up that waf only because 
you signed the previous memorandUJI. 

H.tf.JR: Which one did I sign? 

KR. PEHL£: I don't recall, but ordinarily I 
wouldn't have set it up this way. I can change it 
for lolr . Paul ' s signature. 

H.M. JR: I don' t care. 

l.IR. PERLE: But I am so eonvlnoed we are doing 
the right thing. 
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l.IR. P.lUL: I think you should sign it tor the same 
reaaon that ia covered in point three - tba t i t should 
go rNer to Justice. 

H. ~!. JR: Where are your 1n1 tiala? 

l.IR. PEHLE: Thq are only on the copy. I would 
be delighted to put them on. 

(Memorandum initialed by lfr. Pehle. ) 

H.K.JR: You are going to send it to Justice, tor 
whatever it is worth? 

I.!R. PAUL: I don ' t think anything will happen, 
but I think you are in the clear now. 

(Memorandum signed by the Secretary.) 
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Participation of Frank Altschul in the Cafital and Inoome 
of Lazard Frerea & Co. alnoe 926 

Frank Altschul entered t he firm of Lazard Fr eres in 
1916. In 1925 he became the active head, although Paul 
Baerwald was nominall¥ the senior partner. Since 1928, when 
Baerwald became a limited partner, Altschul haa alw~s been 
the senior partner. Baerwald retired fr~ the firm at the 
end of. 1929. 

In tracing the changes in Alt achul•s share of the 
partnership capital and income, it is convenient to relate 
them t o the basic changes in the partnership contracts . 

January 1, 1926 - December 31, 1929 

Durin~ the ;years 1926-29, the partnership capital 
increased f rom $11,000,000 to $23,600,000. While the capital 
of the partnership doubled, Altschul's share more than tri-

. pled, increasing from $1,800,000 to $6,700,000. (II December 
31, 1929, Altschul accounted for over one-fourth of the total 
capital. 

Throughout this period Jltsohul received 4 percent 
interest on his capital. In addlt ion he derived from t he 
partnership 22 percent of the net profits in 1926 and 1927 
and 27 percent of the net profit in 1928. Of the net loss 
experienced by the fir.g in 1929, he was charged with 27 
percent. 

January 1, 1930 - June 30, 1934 

In the four and one-half ;year period, Jan~y 1, 
1930, to June SO 1934, the partnership capital shrank fraa 
$23, 600,000 to $~,700,000. Part of this decrease is due to 
a transfer of $5, 000,000 of the Paris partners• capital to 
the London office of Lazard Freres. Primarily as a reeult 
of thia tranafer Jltsohul'a share declined relatively leu 
than the total o~pital eo that at the and of the period, he 
accounted for approximately 40 peroant of the t otal capital. 
Interest on oapltal waa paid at the rate of 4 percent during 
the years 1980-82 and at the rate of ll percent during the 
remaining one and one-half ;years of the period. During the 

I 
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entireJeriod1 moat of which found the firm operating at a 
loss , taohU! ' a share of net profits and losses was 32 per­
cent . 

July 1, 1934 - Decsmber 31, 1937 

Actual capital, as a result of increase in market 
values of securities, showed an appreciable increase during 
this per iod. During the last quarter of 1937, Altschul with­
drew1.in the form of securities, moat of the $5, 600,000 which 
was Ills share of t he capital. 

Interest on capital continued to be paid at the 
rate of 1! percent and profits were distributed in accordance 
with a complicated formula, The formula provided that if the 
firm showed a net profit during the year an additional 2i 
percent waa to be paid on capital. Altschul was entitled to 
27 percent of the residue of net profits after this and other 
deductions. 

January 1, 1938 - August 31, 1940 

On January 1, 1938, upon formation of a new part­
nership, Altschul contributed to capital $1,018,000, consisting 
princit,"!l.y of securities he had previously withdrawn. At 
this t he accounted for only 17 percent of the total capi-
tal, compared with 32 percent prior to hia capital withdrlllfale 
during the last quarter of 1987. By the end of August 1940 
hie capital had increaaed to $1,400,000. Between January 1938 
and August 1940, he receind no interest on hie capital, al­
though interest accrued on the other capital accounts, In 
place of the interest, Jltachul received dividends and interest 
on the aecuritiea contributed by him to the capital, and he waa 
permitted to trade in the ucuritiea. In addition, he na to 
receive 1 percent of any net profita. 

Lazard, Paris, underwrote all losses from January 1, 
1938 on and guaranteed certain minimum 1\UilB to each of the 
other partners , Jltaohul waa guaranteed $25,000. 

A net lose was experienced by the firm in every one 
of these years, 
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September 1, 1940 - December 31, 1942 

On September 1, 1940, Altschul subatituted cash 
for the seourities which he had contributed to the firm's 
capit al and raised his capital contribution from $1,400,000 
to $1,500 000. According to Altschul, Russell, another 
partner of the firm, thought Altschul's contribution should 
be more liquid, In order to avoid the eale of his securities, 
Altschul borrowed the cash from hia wife, pledgin~ his 01111 

securities aa collateral, He received 4 percent ~tereat on 
this capital, $60, 000 per annum, · all of which he turned over 
to hie wife. Their reapectin tax returns for the year 1940 
show that he paid $20,000 to hie wife that year for interest. 
Thia aum represented the interest accrued on t he capital dur­
ing the l aat third of the year, when the new partnership 
agreement was in eff ect, 

ward, Paris, continued t o bear all losses and to 
guarantee Altschul $25,000 per annum, Thia guarantee wu 
dropped in 1942, Nevertheleaa, the records indicate that 
Altschul waa paid that sum during the year. .lltachul•a share 
of net profits was increased on September 1, 1940, from 1 per­
cent to 6 percent. After 1941, his share was reduced to 4 
percent of the net profita, 

The more significant changes in Altschul's share of 
the partnership oapi tal during the period 1926-42 are summa­
r i zed in the following tabla. 

Altschul's Share as 
a Percentage of the 
Firm's Total Capital Date 

Jan, 1, 1926 
Dec, 81, 1927 
Dec. Sl, 1928 
Dec, Sl, 1929 
Dec, Sl, 1980 
Dec, 81, 1931 
June SO, 1984 
Dec. 81, 1986 

Altschul's Share in 
the Firm's Capital !( 

$1,800,000 
3,700,000 
7,800,000 
6,700, 000 
4,400,000 
3,100,000 
4,000,000 
6, 600,000 

Jan, 1, 1986 y 1, 000,000 
Dec , Sl, 1989 1,400,000 
Sept . 1, 1940 1,500,000 
Dec, 81, 1942 1,500,000 

Percent 

16 
24 
24 
29 
26 
412/ u-
32 
17 
26 
38 
37 

• . . 
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!! Adjusted for unrealized profits and lo•••• · 

?f In Jul.r 1931, Laurd, Paris, withdrew $5,000,000 of 
its capital to assist Lazard, London, which wu in 
difficulties at the time. b a result, .Utachul•a 
relative •hare of the capital wu increased coneid­
orabJ.r. 

y In November 1937 .Altschul withdrew moat o! hh oapi­
tal, in the form of socuritioa. On Januar1 l , 1988, 
however, upon formation of a new partner1hip, he re­
turned aou of these seouritioa to the firm u hil 
capital contribution. 
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FINANCING 

Present : Mr. Bell 
Mr . Ge.mble 
Mr . Buffington 
Mr. Smith 
J.fr s . McHugh 

lla.y 27, 1943 
3:25 p. m. 

H. U. JR : Vfuere is the timetable? 

J.!R. GAJ.IBLE: Tentative, J.fr . Secretary. Geor ge is 
trying to locate Perry Hall. He is out of town a t his 
~er place. He sent him a telegr am and expects a 
call back from him during the afternoon. 

I have a.rranged tentatively for Patterson, Pope 
and Madden to be on deck i.n New York Saturday af ternoon 
at two- thirty at the New York State headquarters . 

H. ld. JR: At the New York State headquarters? 

lffi. GAMBLE: Yes. 

H .~.JR: I wonder whether we are going to do 
business there or a t the Customs House . 

l.ffi. GAl!BLE: We can do it at the CUs t oms House 
it you prefer. 

H.LI . JR: Aeyway, that would be New York? 

MR. G.UIBLE: That is Saturday afternoon. Then on 
~nday - New Jersey - D'Olier and Manning - at ten o'clock 
~nday morning. 

The Connecticut people I have not been able to 
locate. Hewes is enroute to Vermont for the week end, 
and that may be out for !londa:r morning. 
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H.M.JR: As far as I am concerned, Hewes is out 
too. That is the assistant secretary that was here'-
Hewes. 

1!R. BELL: I assume it is. 

H.lo!.JR: lie is the fellow that gave me the dir ty-­

J.!R . GAMBLE: The meeting in Chicago is f or nine-
thirty Tuesday morning. That is Swift, Collins, Scherer 
and Patton. Patton i s the executive manager of the ' 
Victory Fund Committee. 

UR. BUFFINGTml: So maey of our contacts have been 
with those executive managers that I thought vrobably in 
talkinf wi th them they could g1 ve us more reg1onal in­
format on t han we would get by going to them directly. 

H.M. JR: This would be Saturday afternoon for New 
Yor k? 

MR. GAMBLE: Saturday afternoon i'or New York; 
Sunday morning for New Jersey; Tuesday morning in Illinois -
Chicago - and two p.m. - we could put this meetine all 
together, if you wanted to do it , because the same regional 
manager, same executive mana~:er, is involved in this whole 
area. We have Indiana - I th1nk it might be well to keep 
them separated - we have Indiana at two p.m., Tuesday 
afternoon, and Michigan at three-thirty p.m. Tuesday 
afternoon. Tha t will take most of the dey Tuesday. 

H.M. JR: You are going to do t hem all in ~ne day? 

UR. GAUBLE: I think. you can. One of the rea~ons 
I think you can do them all in one day is because 1n the 
instance of Indiana , for example, there has alw~ys .been 
a pretty well set organization, and I think it 1s JUSt a 
question of you getting some of that picture. 

II.!.!.JR: What are you going to do about the president 
of the First National Bank of Detroit? 
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lolR . GAl!BLE: . I think he should be present, and I 
think - of course Patton will be present, and I have 
also told George I thought the top Victory Fund man from 
each one of these States should be present • 

• 
MR. BUFFINGTON : \Yhy not get the Sta te chairmen of 

Ohio, Indiana, Wisconsin? 

MR. GA!iBLE : Wisconsin and Iowa are no t coming. 

H.ll. JR : Where would we meet? 

UR. GAMBLE: Illinois State headquarters in the 
Bankers &ilding - very centrally located. We will have a 
room there - not vart of our propert,y, but they have 
arranged for meetLngs of this kind there. 

H. Lf .JR: I think it doesn ' t take me 111.1ch longer to 
get to the Customs !louse in New York than it does to go 
across town to the other place. I mean, I sort of hate 
to hold all my meetings in Diok Patterson's office . 

v.R. GAMBLE: We can hold the New York meeting in 
the Customs House . I t is ver,r easy to arrange . 

H.ll. JR: I think you and what 's-her-name might go 
up tomorrow, Mrs . McHugh. This time I will take -what ' s 
his natee? 

WRS. lAcHUGH: ;vestwater . 

H.J.I . JR : I will take 7/estwater with me to Chicago. 
7/e might as well break him in. 

UR. GAMBLE: I made tentative ho tel reservations in 
Chicago. 

H.!.I . JR: Where? 

MR. GAMBLE: The Drake. 
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H. M. JR: Vlhere is the Drake? 

MR. BUFFINGTON: Up on the north side , right off the 
Lake - out of the way. I think you v1ould do better at 
the Palmer House. 

MR. GAL!BLE: That is congested. We could try the 
Blackstone. 

H. M.JR: I don't know what the Blackstone used to 
charge me, but they used--

l!R. BUFFIN:JTON: ?!o more than the Drake now. I 
only thought of the transport& tion with the Drake. It is 
up ten blocks out of the Loop. 

H. M. JR: I t would be quieter, wouldn ' t i t ? 

li.R. GAJ.ffiLE : Q)lieter than any of the Loop hotels. 

H.M. JR: '.'/hat do you think? 

UR. BUFFINGTON: Either one. 

ll.M. JR: I don't think I will take '!/estwa ter a l ong. 
We are not doing any speeches. I don 't think we need 
him i n Chicago . I was thinking of speeches. '1/e could 
get stenographic help in Chicago, couldn ' t we? 

l!R. GAl!BU: : Yes. 

H. J.I.JR: It would make it veey uncomfortabl e. Of 
course we coul d send him on by train. There'd be four -

MR. GAMBLE: I~o problem about help. 

H.1!.JR: 1'/e will be there Saturday; we will be there 
Sunday, and part of Monday. You have somebody coJning 
in llonday? 

but 
are 

UR. GAMBLE: I still hope to get ~ese peopl~, 
there is no particular foint in hav1ng Hewes 1f you 
satisfied in your o~ m1nd that you don't want Hewes. 

• . -
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l!. ll. JR: I don't want Hewes. 

I.!R. GAIABLE: I don' t think it makes it any easier 
for rou to meet with these people . For the same reason 
I am not having Ford at this New York meeting - I think 
you spare yourself a lot of unpleasantness. 

H. lJ.JR: Hewes is a dirtr so-and-so. .'/hat is the 
use? I will never for get ~ experience with that fellow. 
There he sat here as fiscal assistant secretary, and I 
found out that the estimates he had given to the President 
at that time amounted to two or three billion dollars off. 
And I said to him - I remember going over to see the 
President - I don' t know if you went--

llR. BELL: Bailie, I guesa. 

H.M. JR: The President went just as gray as a 
sheet - I never saw him so uv.set. I came back and saw 
this fellow Hewes and said, Why didn ' t you tell this 
to the President?" 

He said, "He never asked me . " And he was the man 
that caused all t hose unpleasant stories . I don't want 
anything t o do with the man. If you catch a man a 
louse once , 1'1hy do you have to catch him twice? 

llR. GA!.!BLE: I don't knOI'I t he gentleman. 

H.U. JR: I do , take it fran me. 7/e can f~nd a 
lot of good insurance people up around Conneet1cut. 
There are some fine people up there. 

MR. GAUBLE: You know how we happened to get him, 
don 't you? We had Hewes' brother, and they have done 
good work. The record is very good. 

I understand when they ap~ointed this fel low that 
you were in Europe - you were 1n England - and,, t~ey 
checked him with McReynolds and others at the ./h1te 
House , and they all gave him - they gave a good report 
on him. 
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H.M. JR: All right. 

NoiY, you (Mrs. !.!cl!ugh) make the arrangements. 

~!S. McHUGH: Shall we make return reservations, 
too? 

H.U. JR: You plan to co:ne back l.fonday on the four­
thirty. 

l!R. GAYBLE: You can use a good part of Monday 
aftemoon for flying out there . 

H.Y.JR: Now, we are going to have the top Victory 
Fund fellow there , is t hat right? 

!JR. BUFFINGTON: In both place3 - Chicago and New 
York. I think he can do a lot in guiding us on these 
regional people. 

H.M. JR: Bell, I think we oueht to let - I said I 
would ask the presidents of the Federal Reserve to help 
I think you ought to let the presidents of the Federal 
Reserve know that we are coming and that this is our 
schedule, and let Randolph Burgess knoiV we are co~ng . 
I want to ask his advice - those two and the same :t.n 
Chicago. 

I would let the New York Fed know, the 
Fed know, and Randolph Burgess in New York, 
hold themselves available. 

Got any suggestions? 

l!R. BELL: No. 

Chicago 
so they can 

H.U.JR: . If you want to l earn how to take oxygen, 
Mr. Smith can tell you. (Laughter) 

WR. BELL: You don't need me, do you? I would like 
to stay home. 

• . . 
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H.M.JR: Are you serious? 

MR. BELL: Yes. I have a youngster home, and I 
haven't visited with her at all. ::he is leaving 'fuesday 
night for three months. Unless you particularly need 
me - I don't see that you do--

H.M.JR : Well, don't let's be polite with each 
other . I took it for granted that you were going. I 
just took it for granted, but if you don' t want to--

l.!R . BELL: Not unless you particularly need me. 

H. ll. JR: It 1r0uld be useful, but it isn' t one of 
these musts . 

l.lR. BELL: I would like to stay home, if I may. 
I planned to stay oft last Saturday and didn't. After 
all, she is leaving for three months, and I thought I 
would like to stay home over the week end. 

H.!.!.JR: You heard me count. 

MR. BELL: You said four and then the fellow 
outside--

H.M.JR : No, I would like to kind of--

l!R. BELL: These fellows know the men. I don't 
know any of these State people - just Patterson, and 
that is all. They know them a good deal better than 
I do. As a matter of fact, I know very few of the 
State people. 

H.M. JR: Let' s take Westwater along and break 
him in. 

MRS. McHUGH: Do you w~t to take him in the plane 
going up, or shall we make reservat ions on the train? 

5!3 
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H.M. JR: He had better go with me in the plane. 
I want to kind of get him used to this business. I 
have to star t somet ime. There will be typing, and he 
~ill have to take a portabl e t,ypewriter to use on the 
plane . 

MR. BELL: Is he a typist? 

H.M.JR: He was Chief .~ilson ' s secretary. 

Just tell him he can go up on the plane with me 
and to take a portable typewriter with him, because 
after five thousand feet Mr. SoUth can't type. {Laughter) 

m. BUFFINGTON: Would ;you want Ned Brown in 
Chicago? I thought of you asking about Randolph Burgess, 
and I wonder if Ned Brown in Chicago - I don't know how 
well he is - he has just gotten back here recently, has 
been ill for several months. 

H.M.JR: \'lho is on rny ABA committee? 

MR. BELL: He is on your committee . That is one 
thing I want to ask ;you - what the schedule is . 7/e 
didn't settle that thing this morning. 

l!R. BUFFDIGTON: You might want to have Hemingway, 
who is president of the ABA, come fran St. Lo~is ~o 
Chicago so he can begin to $et the feel of this p1cture 
from the commercial bank po1nt of view. 

H.Y. JR: That is ~at I suggested. 

J.!R. BELL: The Secreta.ry SU&gested a meeting of 
the full committee sometime before he went away. 

MR. GAMBLE : I should think the t so far as getting 
a job done in the mee tings that we are talking about, 
if you confine yourself to your own people it woul d be 
more productive of results. 

• . -
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H.M. JR : Let's put this man in the Fir st National 
of Chioazo on notice, and why don' t we ask them - haw 
about having a meeting here, say, Thursday? 

MR. BELL: Next Thursday? 

H.W.JR: Of the full committee . 

MR. BELL: I will get in touch wi th Hemingway. 

• . -
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l!li.Jr : 

Op~ra tori 

HMJr t 

!lli.Jr: 

Opera ·or: 

HI'.Jr : 

Klaa 
Leibel: 

I!MJr: 

L: 

H¥.J r: 

L: 

H!I.Jr: 

l : 

H!I.Jr: 

L: 

HMJr : 

L: 

Hello. 

Hay '27. 19 .. 3 
11: 43 :P. 1(. 

l>lr. Byrnes 18 stlll out o! hlo o1'f1ce. She 
eald he hasn ' t r~turned yet Rn~ they haven ' t 
heard from him. 

All right. J ust leave word that thl e l s th6 
third t ime I've c~<lled him. 

Yee, I know. I' ve talked to the eom~ glrl each 
t ime. 

Le'. me talk to her , vlll you? 

All rlght. Go ehe~d. 

Hello. 

Yes , Mr. Secret~<ry. 

I e thi s - who i s thle , pl~see? 

This 1e Mi ss L~1bel . 

Mi sa Leibel, you know, thio is the third t ime 
I 1 \•e called . 

We have ~~e me~sege here , Secretery Korgen~~au , 
end juet thP minute h' comee 1n we ~ill call you. 

You cen1 t r each him? 

No . He' e over et the other t i de or t!le llouee, 
I believe. 

I eee. I see . \fell •••• 

I wi ll cell you jus t the mi nute he Eets root ln 
here though. 

All righ t . Thttnk you . 

You 1 re welcome. 

• • • 
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mar : 

Operator: 

rU.!Jr: 

Ra ndolph 
Burges:~ : 

!II.!Jr: 

B: 

!WJr: 

B: 

!WJr: 

B: 

llJ,lJr: 

B: 

HJ.:Jr: 

B: 

IWJr: 

B: 

HliJr: 

B: 

HIGJr: 

B: 

HIGJ"r: 

Hello. 

Mr. Burgess . 

Hello . 

Hello , Henry. 

Hello, Randolph. 

Well , whet's the score? 

IJay 27 , 19l.J 
l.:l.7 p.m. 

;•fell, we - I don't know whether you sew it on 
the ticker or not . 

Yes , I saw that . 

:/ell , we • ve asked the Fed . to do the banks and 
dealers and the insurance companies , end we ' 11 
do the rest . We've hed an amicable settlement • . .• 

Yeah . 

•• •• and I 've had some very nice telegrams t oday 
trom the presidents ot the Federal Reserve who 
weren't there •••• 

Yeah • 

•••• promising me their support. 

Yeah . 

There'll be no public row .••• 

Yeah • 
• •.• and we'll go along, I th i nk, ell right . 

Yeah , yeah. 
And that's - so we - i t's got down - that was 
the best deal I could make. 

l s ee. 

~sz -

And we'll build up our State or ganizations, 
rebuild them and ma~e them as et rong as possible ••• • 
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fli,!Jr: 

B: 

mar: 

B: 

l!II.Tr: 

B: 

Hlo!Jr: 

B: 

I!IAJr: 

B: 

I!MJr: 

B: 

HJ.!Jr: 

8 : 

!n!Jr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

- 2 -

Yeah. 

•••• and wherever possible, where they•re good, 
we expect to keep the Victory FUnd people in 
the picture. 

That's right, yeah. 

Now - now I•m coming up tomorrow again to see 
Urs . Morgenthau, and then over the week- end I •m 
going to try to set up New York. 

Yeah. 

Now are you going to be home over the week- end? 

Yes , I am. 

You're not going away? 

No, I'll be there . 

Well , I - I want your help and your advice . 

Right. 

And I'll be in touch with you, und we expect to 
ask Perry Hall to stay on •••• 

That's fine • 

•••• in charge of the banks and •••. 

Yeah • 

•••• that sort or thing •.• • 

• Yeah, yeah. 

Or chairman of - of that committee. 
.... as s ort 

Yeah, yeah. 

And I don • t know whether we ' ll need your help 
on that or not , but if we do I • m going to call 
on you. 

That's fine. 

.t63 

• . -
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HltJr: 

B: 

Jn.:Jr: 

5 : 

m.:Jr: 

B: 

ln.!Jr: 

B: 

- J -

But, anyway, I want you to sit there with me 
and I want to talk the thing over, und as we 
go along setting up New York I want your help. 

I' l l be del i ghted , Henry. 

Then we 're asking the A. B. A. to come down 
Thursday to t alk about financing und explain 
this whole thing to them. 

That's next week, Thursday? 

Yeah , you're on that , 

Yeah, yeah, yeah. 

See? And I ' tl goi ng to try to do Ne·.v York and 
Chicago myself to set t he pattern .••• 

Very good . 

, • , • and then after that I ' l t let the boys go 
ahead . 

Yeah , yeah . 

But - but in New York, particularly, I want the 
benefit of your advice . 

Yeah, yeah. 

And l•ve told the Fed. preeidents in each terri ­
tory as I go in I'm going to ask their advice 
o.nd they're going to give it to me. 

That • s fine . ,/ell, they ought to be on tbe 
committees end so on •••• 

And they ' re going t o give me their support 
without being personally responsible . 

Yeah, yeah. 

And we - we • ve let't pretty good reeling all 
around . 
well , 1 think it can be worked out all right. 

.C4 

• • • 
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Pretty good reeling all around. 

Yes . './e ll , that ' s good. 

And I don't think there ' s 
recriminations in public . 
stand by that statement . 

Yeah . 

So we'll see . 

Yeah, yeah. 

going to be any 
They said they'd 

It isn' t what I started out to get, but I tell 
you, Randolph , if I had to go thr ough in all 
the districts what I did in New York , it would 
be Labor Day and I wouldn't bave an organization. 

(Laughs) 

And I - and I'd be gett i ng bitter and they'd be 
getting bitter. 

That ' s right. 

Now this way tbere•s no particular feeling, and 
I think we can do it . It ' s harder but- tbey 
didn't win; we didn't win; so there you are. 

Yeah , yeah . Oh , well , I thinle 1 t can be worked 

out . 
And - and 1•11 be in touch with you over tbe 

week-end . 

very good . I'll be right here. 

Thank you. 

Firs t - r ate , Henry. 

Goodbye. 
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Oper~tor : 

H~!Jr: 

Opera t" r : 

ffio:Jr: 

Marriner 
Eccl~s: 

P.Jo!J r : 

£: 

!!!!Jr: 

£: 

HMJr: 

E:: 

!il!Jr: 

E: 

H!!Jr : 

E: 

HMJr: 

Hello. 

• r . Eoclea. 

Hello . 

Oo ahead. 

Hello. 

Hello. 

Marriner? 

Yes , Henry. 

Good afternoon. 

How are you today? 

I ' m all right . I though t you 'd like to know I 
got tour very nice telegraoe from your bank pre &­
identa offering their cooperati on . I' l l send you 
copies or them. 

Yeah. Well, I to l d ell or them i n - in talking -
in talki ng to them and reporting thi s yester day 
I s&i d to them the t tour ot the pr eddents and 
the Boerd had oet Wi th you .••• 

Yeah . 

••.• y p~ terday and I reported t., the:o vhB t - .-t-.a t 
the si tuation wa e , a:~d t.'ltl t the Boerd and t!le t our 
prea1de:lts hed pl~dged their full cooptrat1on and 
supPort. You had a eked ua 1t we ~'Culd g1 ve it. 
Yo:.: said that you wanted it. See? 

Yeah. That's r 1ght. 

"And now, 11 I said, "H you r eel •a the other prc&1-
dente do about the matter and AS the Board does, 
why, it would be ~ppropriate ! or you to eay ee . 

Yeah. 
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And eo I suppo~e tha t •••• 

Well, t hey were very ni ce telegrAms a nd I wae 
very pleased, and I ' l l eend you copies or them. 

Y~s . Well , all right. I ' ll be glad to get them. 

And we had no t rouble at our press oonrerence. 

They didn' t ask any queetione, huh? 

Not - well - but nothing - perr ectly i nnocuous. 
I atean ••.• 

Well, I ' ll tell you , th11- this l s a technical 
matter and i t might , with all the wa r news and 
everything, i t - that 1r eoate th1ng doee come out 
i n - by columnists or - or edi toriRle or other­
v U e, it nobodY eaya anythi ng i n reeponse ...• 

Yeah. 

••. . i t 'll be- i t ' ll be- i t ' l l be rorgotten in 
a rev daye, and I .... 

Wel l, the only re.llow that I was a t all suepicioue 
or was Wilcox. 

Yeah. 

I - I asked him to stay behind •••.. 

Uh huh. 

d he knew qui t e a l ot about lt. He sa id 
iw~i~n now l ook Mr Morfenthau , I haven ' t publhhed 
anythl ng so rar' ha~e If I aa1d, "No. • And I said, 
•Well, keep on being a good boy. • And he sa i d he 
would. 

Uh huh. Well, he- he, or couree .•••• 

But he knew quite a l ot , but ••••• 

Hie etur r is onlY read by the bankers, and •• • • 

I know. 

Whatever Wilcox puts out i e •... . ... or course, 

.• . 
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But be seemed to know a lot, and - but be said 
he waen ' t going to write an;rthing- he seid, "I ' ll 
juet wri t e a straight neva etor;r. • 

I told ever;rone ot the preaidante •••.• 

Yeah. 

•••. that the- that the preee statement was- waa 
all they knew ••••• 

Yeah. 

••• that- that with thei r Board, With their own 
otti cers, and wi th the membere ot the Victory Fund 
Co!llllli ttee in tb~ Dietriot , an;r queetlone that were .•. 
aeked, 1 Simply eay that you know ao much as I do; 
that here - tbla ie the preee statement, and not •... • ­
and I told them to not go beh i nd it; that it an;r-
thing came out I didn 1 t want an;rbo~ i n tbe Federal 
Reserve Sys tem to be in a poei tion where i t could 
be traced to their door. 

Yeah. 

And eo they - the preaidente said, well, t~ey - they 
understood that , and they would say that all they 
knew was wha t wae in the prese statement • •• • . . 

Qood. 

• ••• and they would stand back ot that. Nov I - now 
I think that you'll tind that ••••• 

Well , I . .... 

• • • • • that they will do juet that. 

Well , I tblnk what you ' ve done haa been enoriDOusly 
helpful and I appracia t e it. 

Well , God knows, I- I want to avoid • ••• 

Yeah. 

I t inlv want to avoid any embarrassing .. • • cer a • 
tlara-up now. 

Well , eo do I. 

Yeah, 
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And there'• been- Sohvar~ here-- 70u know, Ohio 
Schwarz he 1 e had no quee t i one; e•erything'• 
quiet. 

Well, I think thia thing'• going to get o•er oke7. 

Good. 

All right , e1r. 

Thanka ror your help. 

Goodbye. 

.... ss 

•• • 
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• I was 
The Record on the State11en t 

opposed to i ncluding the oomaer eial 
banks in this tinsnoing" 

February 16, 1943 - ll:OO a . m. 

WR. MoXEE: You made a statement , Mr. Seoretary, 
thnt you don ' t WdRt to deter the April drivo. I s there 
any real reason you have for tha t 1t you could get your 
mone y from some bank paper before to osrry you t hrough 
to the end of that month? 

H.U.JR: I don 't see ~nat we would aooompllsh. What 
•ould we accomplish by it? 

MR. MeKEZ: Just mor e sxperienoo t or your new dlractor , 
whoevor he may be. 

l.IR. ECCLES: There i e a certain amount ot financing 
got to be done by tho banks and the question ls, what 
advantage is there to have the bank tlnancing attor the 
drive i nstead ot maybe before, and de~y the drive. Our 
thought wae this , that you would have somewhere, I imagine, 
between t wo and t hr ee billion of balances on the fifth 
ot April. You could put out eithe r a shor t note, which 
would be a bank issue, one and a quarter psroent noto, or 
some seven-eight hs certificates - a couple or billion -
as ot ths tirst ot April. That , together with your 
balance - a nd I would run right down, betoro your drive, 
down to the overdraft , b ecause I think that helps your 
whole ei tua tion to do that - at lea at the Reeerve end 
ot it - and i t will likewise - up to the time the drive 
ctarts, you have created the most favorable condition 
tor the drive, to the extent that you have used up your 
balances. 

, .. 
• 
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showing there la a real demand. So it you ohould include 
a two , you migbt at the end ot the drive make aval lable 
those two 1 a to the banks wlthout i ndicati ng until the 
end the amount tha t it ls going t o be. 

In other words , tix the amount tor the public, 
l eaving what you want to use the banks t or - the amount 
you are going to give them as indefinite because that 
woul~ depend on wbat you might get. You might get ten 
b1111on f rom the public. 

Now, in \hat case you could delay 1t here tor thirty 
days - your publ i c drive - by using the certificates, 
which merely means thet you ge t JGOra troa~ the banks be­
tore the drive instead ot more a f ter the drin. And 
that would give the question ot your organi~ation a 
little chance to ohake down and g ive these tallows in 
the rield a chance, as Al aays, to get set up after 
some deoi sion i s made. It is a t erritio Job in the 
t 1me available . 

Waroh 2, 19~3 - ) : 00 p.m. 

WR. EOOLZS: • • • In the fir st place, you only need 
rase:·vea tor the portion that ie to be t aken by the banks. 
Ir tho b apka wore got lngludcd 1n th t a 4 rtyo at all wh ' ch 
18 aocordlng to our reoo~endotlon that thoy ehpuldn 1t b e -
we have r ecommended r lght along that the patt~rn should 
be changed an4 we still teel that waY abOut it: but we 
have underst ood the TreasurY hae made up Us mi nd that 
1t WAn t a to inolud~ the banks. so although 1t is contrary 
~2 .Q!!!: ~,g9mmen~t!Qn . our v l e''' hay en It ohllllged anY on 
the question. We hope that we Will get to the point. 

WR. BELLI The Secreta ry liked the December pattern, 
and it worked right well. It has gone out all over the 
country the t the April drive will be larger than the 
December drive, and you can ' t make it larger unlees you 
include tho banks. The banks add i mpetus to it. We 
think i t doe a a lot ot good. 

.t7l 
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The Record on the Statement 
1 I wo~ld not have included the eeven- eighths 

certifi cates in the dri ve• 

•arch 2, 1943 - 3:00 9.m. 

MR. ECCLES: * * * We think that a certif icate is a 
bad instrument to include 1n the basket tor the oubllc, 
that It l cn 1t something that needs tO bo sold. 

It le oversubscribed and as long as we are maintain­
ing the pattern or rates, you are merely o<tlllng eometh1ng 
that can be turned back to the Fed at a protlt 1mmedi a teljt . 
That ls what happens to the certificates . 

We roel that to pile up oertificatee now only means 
that i n a year from now the volume or yo ur maturltie3 will 
be increaelngly larger - will be l arge, ln any case - but 
they will be poosibly larger than they need to be at a 
time whon the amount of t lnanclng that you have to do 1s 
still very much larger than at the preeent ; so you wlll 
have a refunding operation on top or you to the ext ent 
that we continue to rely as much as we are on these short 
securities , at e tlme when you need to borrow even more 
than you are now borrowing - considerably more • 

• • • • • 
J.:R . ECCLES: Tben there 'M:luld be the tax not es - t hat 

is, the c note. • • • we think that the C note • • • would 
possibly toke the place or the certificate 1r tbe certifi­
cate was not available . Wost ot the purchasers would 
purchase t hose in lieu or a certiricate it the oertiricat e 
waon ' t available a t the time. 

didn 't 
unani -
e 

.. • • 
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one pnd a ouerter oercent note -
That not' would feti due in 

MR. BELL: Do you think that the corporat i ons and 
others outs i de or the banks that hove been taking the 
certificates would go for the note, t oo? 

HR . ECCLES: Some of them would, It would take a 
little bett~r selling Job. You would have to sell them. 
Of courae, the certificate has been every profitable 
thi ng for thPm. A lot of them have l ear ned they can buy 
that certificate end walt until it has run for four months, 
sell It, And buy some more, end get one end e ~uorter per­
cent for four-months paper. Tbet le the difficul t y with 
the certificate, 

It r~ally provides for the purc~aer not only ceeh 
but It encbles him to get one end a ouerter percent on 
hls ue tly bslsncee . These corpor~tlone, s ome or them, er e 
wise to thAt, They are going to become more wise to i t . 
We have provided e perfect mechen1em to use money that 
otherwise has no use. 
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The Record on the Statement 
• I think tba t the Re::~erve people generally tel t . 
that $8 billion was the Dinimum that could be 
gotten ou ts1de tho comma roial banke at that 
time.• (It was generally aaaumed that C5 bil­
lion was to bs gotten rrom the oommeroial 
banks . ) 

March 2, 19~3 - 3 p.m. 

loiR. ECCLES: 
the only 

reference to the total amount -
~e ha ven't diaouaeed or men-

UR. BELL: You mean the total public dobt receipts 
in Apr11 should be that t1gu1•a? 

IIR. ECCLES: That 1& r i ght. 

loiR. BELL: You are i ncluding aa\·inga bon~~? 

MR . J::CCLES: The whole thing . 

. !.IlL BELL: Treasury bills ? 

YR. ECCLES: The whole thing. It ~ould be better to 
do tho.t and then rill ln between then and August or Sept ·eober -
or whatave r period you decided the next tlne.ncin;; - ll1 th your 
certiticate3 or with b i l la or bank financing that was needed 
ln between. We felt it would be better to go arter thirteen 
blllton and then moybe get fourteen or ClCteen than to--

•• ••• 
loiarch 9, 19~3 - 11:05 a.c. 

• • • • * 
IIR. SPROUL: Ir 1t 1s known that you are going to get 

t1ve billion rrom t he banks, then the aubtract1on would be 
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~ight b illion, as t ar as the quota is concerned, is wnat 
you would get trom the publi c; but you would in tact 
strive to get nine or ten b illion !rom the public it you 
could ge t 1t . 

H. II . JR: But hare i n the 1·oom you would out down 
the ten to -M1at? 

Ill\ , SPROUL: 
in the room. 

I would cut the ten down to eight here 

H.lt.JR: And tor the publ1c1 

IIR. EOCLZS: Then go over your quota. 

IIR. SPa:lUL: Then go out to get nine or ten or wnat­
ever you can get from non- bank investors. 

H.W.JR: Now that is your poa1t1on, Eccles? 

l.IR. ECCLES: Yes, I BJ:1 1n favor ot 1l:l e thirteen. 

A76 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Jlr, Qeable 

You ha.,. aalood ror a abort •aonndua on tha attached. 

c:m Mar 20, I wrota a lettar to Jlr, Bn>deriok, cow or which u 
attachad, !!WI 1• 1l1 "~ to a lettar Jlr, Broderick wrota to 

BUl Robbl.tla, and 'llbich wu lert wi~ • b)' P.ahod;r. Ir 7011 ,_.,t 

&DJtb.lAc turthar em tht., pleaM let • mow. 

; 

Regraded Unclassified



• 

ICY dear llr. Broclerioks 

tour lett.er or ~ the 14th conta1n1ng 

an uoollent nueatian baa been re!orred to • 

by llr. Robbine and llr. Peabod.y. I aa inclined 

to &ll'M w1 tb llr. ~lor the t n wwld be 110re 

practicable to have a pe,...,.ont •aaap oc.-

t.h1ne to the e!!ect • ·~ an extra bond thio 

poy da.Y" · 

You •ntion in )'OUr lott.er that you 

t.h1nk it 11011ld be fairly eeay tor )'Oil to handle 

tb1a. You hew our bleaa1naa and tbanka. 

I 1IOIIld appreoi.at.e knowing holr you ..aka 

out. 

llr. John l'. Broda rick 
Publicity 01roctor 
Victory Fund C.-1 t t.ee 
Federal ReHrve Bank 
sa Libort.Y street 
New York, llow Tori< 

S1noore}¥ yours, 

~d R. Outble 
A.eoiatan t to the Secretory 

.J.78 
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TO 

TREASURY' OEPARTMEN T M.W2s • 
I NTER OFFICE COMMUNICATION 

DATE llq 12, l94J 

Secretary Morconthau 

Stuart PO&bOdJ' 

I have & r epor t from John Broderick, Publicity Director of the 
Second Dlotrict, on the ·~ a Bond for Your BUdd¥" promotion. 

!'hie wo.o otartod in BuffAlo on tb.o f1rot &nni nroal7 of Pearl 
r.arbor. 'tbq prortdod a corUflcate for IYoryono who bolldlt " bond on 
that p&rt1CIIlar d!l7. '1M cerUf1cate w'" 1n " fore eultablo for tr...Unc 
end bore cow to t b1o ottoct: 

•rue h to cert1f7 that John Jonoo hao todq pur­
chaood ao extra United Statoo Var S..rtnco Bond 1n 
t ho UOti.Dt ot $ in honor o! 
.... mber of the aerrtcea ot t ho United S-t-at_o_a_o_t_ 
Merica ." 

Tho purcbaaor &l oo r eceived " P>all pootciU'd certif71nc that ho bed boucht 
a bond, the idea be ing that he would aond t hio cord to t ho friend 1n tho 
oervico otAting th&t ho h~ boucht it in hia honor. 

On tb1o one 4&7 they oold about $Z,~5b,bJO to 4<>,000 people . 
'the Poet Oftice &lone accounted for $5()4,917 And tho pootmen dellvorod 
b,7Z5 cortifie.too the next day. It io intorooti041 to knov that halt 
~ dostn people boU&ht bonds in honor of !1eenhower who vrote each of 
theo a lett.er. 

Buffalo t hen apparently drop'Ood tho idea N>d Polldlkeepole wa o 
the only tow ot record that took it up iD tho put caapoJ.p. In Po"&h­
lcoopoh it wee orc&nlo od and proao ted l>y tho llovopaporo aod !!adio StaUon 
IIUP, all ot which are heulng ae;onto. ~bond boucht throuch thn 
carried vitb it a corti!icato oi•ilar to tho one uood iD Buf!&lo and 1n 
thit ~•• t he 1eiUJ.nc .,;ent sent the ear4 to the lltUl in the ar~~te4 aerrlc.ea 
&dnaing hiD that t ho pu.rcb&u had h oD •&do. 

Mr, Broderick spoke to Mr. I. R. lvono, Prooidont o! tho Firat 
Uatlon&l Bonk in Poughlcoeolie. Durin& tho CampA1p thor oold about 
$58 ,000 ot bondo in thlo manner which Mr. lvano ooid did not oound very 
big in dolloro but he pointed out that in• o.uoh •• novapopere printed 
eYer)' day tho liot o! the people who boucht bondo &nd tho ooldiere in 
vbcoo honor they boucht the=, a cro• \ deal of publlcUy r eoulhd. 

Thie would cer\&illly aeem to be t'ft excell ent plM 8.0-4 one 
worth go1041 tur\ bor Vitb. 

CC - D. V. l!oll 

• . -
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STUAitT PCAeODT 

360 MAOiaON A V CNU I: 

NEW YOIIUC. 

Hon. Henry Uorgenthau, Jr . 
Secretary of the Treasury 
Washington, D. C. 

Dear Ur. Secretary : 

May 27th, 194J 

Although, as I told you, no letter from you was 
necessary, it was welcome for t'lo reasons . 

The f irst is that the nice things you said ~tere 
most gratifying. 

The second is t hat your letter gives me on op­
portunity to wri t e to you whl\t I could not ex­
press verba l ly a t our brief Meotin& the day 
I left. 

It sums up about like this: Tho experience I 
had in Washlngton in your servi ce was one I 
would not have missed unoer any circums ta.lces . 
Wr apped up in the Nord "experience• wore ~n7 
things---the trip to the Coast , the newsreel 
debacle at the ~bite House which turned out well 
in spite of everything, even the routine meet­
ings i n your office, which were seloom routine. 
But beyond all of these , your understanding 
consideration and genuine friendliness . 

I am looking forward with r eal enthusi asm to 
the periodic r enewal of what t o me h:.s been a 
most satisfying rela t i onshi p. 

!H 

• . . 
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'l'ed Oaable 

~eoretarr Morsenthaa 

lbu alte4 - to Ill Ute 110Yie l .. t n111ht llhloh J: 
underltan4 , .. J)l"'J))ll'ed by Var Bondi, J: a11o ta.'=l l t U\at 
you want .,. ft'anlt orUlo1•. Pl'Mltly, I vae u h .. d ot lt, 
an4 ,,, .,. aot to •to, bel~ •ateure anc1 set l nto Ute ranltl 
ot beln« prote111cmah 011 the vol'k U\at ,. ao. We oan get 
the beat people l n AMl'loo t o help ue aaltl a aoYie. r 
thou8M l .. t n18ht'• aone ,... about a tttth-rate. one an4 
it vaa • t lea1t tvloe too long, I "'U14 hata to 11e !t f!'O 
out. I hope U doeen•t haft to in lt• pr .. ~nt tom. f'llr 
he a 1'8n' e I alt .. , llbcnt lt to Sltourae llll4 lt!t hll people 
orl Uohe lt and gift us eol!lllthlng 11'004· r want to ltnOV llho 
l s reeponllble tor l'tald.ng 1t, beoaueo oal'ta lnl;v I bne no 
oontldenoe ln hll Ja481111ftt• Don't lhov • Pl!ltu~ lUte 
t hat unle11 ,au want •r t rank orltlolsm, rro~ now· on we 
oon• t a tto.-d to hllft anythi ng except thl be•t, and I'm 
oounUng on ,au. f ~IM.-/ 
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Ted Gamble 

Beo~etarr Morgenthau 

Plea•• UJ.k w ae todar about getUng rou~eelt a nry, 

• . -
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11aJ 87, lNI 

Deu 11r. blppa 

It -· a cooa tholl&ht of {ova to .... 
a ••PT of JOV -raaa. to he 01J111ett 
Plablllhere, fl't'1Dc tll• tlll flCVtl 1114 prela· 
lll( tll• oa he work tl117 414 on tlle SlooliAl 
IU' Lou Drhe. 

I u fruklt aatonhhe4 u4 of oov11 
t r1Mil4ouelt pleaae4 at what JOU were able to 
4o wlthlll JOUI' o• ol'plliaatlon aa well aa at 
tha "''1'7 fill• r11ulh n obtalne4 thl'our;h the 
nenpapen genuallt, lii'Cilt tllrough yov 
lfforte . 

S1Donelt rove, 

Seoretii'J of the ! reaaUI'J 

Mr . r. 1. trlpp 
llaln Star-Guotte, .IDo. 
801 Bal4wla Street 
llaln, low York 

liiGa .. 

f1le in Di ary 
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ivJ' 
ro .w. G.t.liU'1"1' l'Ul>Llfllllll8 
dD J.DVERTIWO ••••ana 

~ 2S, 1943 

AT TilE OUTSET 01 TilE SIICOIIIl till I.OAII I a .. t 7011 & t.l ograa uld.na 7011 to •aet 
&QiD& &Dd ao liP hill•. fb&t, u 1D tho acrap clrin, ;rou d14 .ore thAII 7ovr part i a nidec«l b)' the re.W.t 1D apoaaor«l ednrUa1Da carried b)' our ana.­papvl dur1Da the c1r1n 1D April, .. • • Apart tr011 t he outat&D41na eupport ~~inn by t ho ana aocl editorial dopartMc ta, which •&a topo, t ho &dnrtia1Da ao~ehMDt &looo1 • hicb ca.o be tiaured 1D U... a &Del dollar& (1fhicb the editor ial effort C&Da otJ 1e aaa.iDi aod • • your ,.,eral. a aepr &Del abo u ~ ot the Allied l n apapv Co~mcll I coo­gr&tul&t. &Del t.bt.nlt you, 

I ab&ll not bC'o a tt..pt t.o liat the o&tieo&l tiauroa . 'l'heao you />t.ve ro&d a.ncl 1f1ll t1Dcl tor tut,.... retwecce oo P&&o 6 ot tho ~ 22, 1943 11auo o! lditor lc Publiabor. I do ~v -.a~t to ate the tollo1f1D0 oba.,...tiona which I think 1f1ll ...rpr1" 70111 

By Dllllbv& ot Dft&papva tba O..U.ott Group cooa t1tut 11 ,9)1 ot all ot tba d&1l.1 &ad Sllllda¥ a ft&papva 1D the UDited Staua. By o1rcul&t1oo wo vo about l .U ot the ll&tioa'• t.ot&l, let Tba a.ar.att l ... papora carried S79,69a )J.nea ot 1Jar *" a4nrt111D& ot the )O,SBS, 48l 11Doa carried b)' 
&ll cl&1.l,y &Del llwlda.r D••JI&PG'• Tb&r<o/or. Qemlett llnapop;;rs carried 
1,9)1 ot the ut1oa 1 a t.ot&l-.,"~ tw1oe the &Y&r&Me carried b)' &ll popva . 'rba nlue to tho Treuur)' ot tba aat1oD&l cl&1.l,y &Od 611Dcltl¥ total no t3,362,89Q.92 Tba T&lue ot o.m.att a .. apopv l1D10;1e ... t6S,26s.ss, or l.f' of the t.ot&l. 

AI it t hia ·- DOt 1D01Jib the ... rork State f111Ul'•• are eYOII DDTI .. toot•• 1D&• Tba lin fork Stat. t.ot&l tor &ll dally a.ncl 81111cltl¥ onspopva ft8 2,002,4).3 l1Doa. Ot tbia t.ot&l the l6 1 .. fork Stet. Cl&41>ott h wopopva ovried S69,'16l l1Doa or 28.~ ot tho .,tirw 11De&<:• ot tbe State ot hw Ior ll:. 

It t hia doa.,•t pron t.ho ttioi.aoy, patriotia &Dd so-snt.r abi lity ' Oe.zmet t ll ... popv &dnrtiaina _, thlll • ,. the llult&D of 1\llu. 

r ovr • "G'7 trllly , 
Till ClAIIIIS1'T IID8PAPERB 

,...J r ......:"'/ . 
/I' z..-. r J' J -/ 

., • J , Tripp G-Il 
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MAY 27 00 

o .. r lllr. Clalln •• 

tea Mft ,..uettl., epWea u w \M •1'1'- of \be 

seskbul ~ (1. lMI), te ntlllM tu leenW, If \Ill 

rr.u...r te .,..a .. ,000,000 ,.. ,.., tv ,. .. ,.,.r Ill· 

'f•rtlelel et lim et ..., -.s., w1lll at l .. t ,...600,000 

of lllftrllabc ,...u.l WIll ,...., JMI'lr with ... tlJ, 

...twrMr, t•kuslrlr lUll -llllr ••SJ&fOrr. Ia aWUon, 

tbe ~1U .. .a la otfHt ••tulia tbe letnW, tl t.M 

Tret.t\117 &I lllftrtlrbc Ualldetntor tor tho OonnMat, 

ia toabel ef lllo a4ni'Ut1»c nqoh of other Gon,_at 

&gtM111 aliA ..Ur htr to pHrorlbe "'ul&Uou to aato­

&...t tM '".._ u4 lJIU,..a.Mo of tbe pHil 1.114 lh 

r1cbt to or1tlo1M ,_.l1o eltlolalr. 

1 aa o1pet~ w tM ... wat ot thir ~111, prlarllJ 

boat. ... u alpt Joor~ tho o•U...t e110oert ot tho 

Onn at•r ntal11u LMa preg,_ aa.r _, Unotl•. 

\

lloi'Oiftl', tbe \roal l'tCQlaWJ piRI'I Oftl' tbe p i'OII whlell. 

thl WU ...a o.-.,. qea tM leont&r7 of tlw TH&IWJ ~ 

187 / 
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\ ~ele.J! Jl&two te the fliiUIUODI of t4t offloo, u4 I 

I woul4 110t oare to u- the onHllo of noh powera, -
Tho War Loan O&lllpll gn ha\,beoa a TOlunta17, lllllto4 

effort of the whole berloan people. Tha Seeona f/ar Loan 

Drin, ooulll4o4 oar}¥ th1a •ath, wa1, aa rou know, an 

onrwbelalac 11100011. The tllall"foal of 18 blllioa clollan 

na neooa.& b7 5 blWoa dollar•. 

ln ..,..., of nlaatoora laboro4 dnotoaq to realln 

that aueoo11. Wortora, aclnrthora, adverthlJil: ..a.J.a, 

retailera, theatora, an4 other• ooatribute4 wholehoartealr 

to thh Yital oauae. lowapapere, ii0'-tn6untl'7 papora aDd 

lhe great .. tropolitan dailioo, ga•e i n•aluable aupport i n 

tho balldling of now• a nd futurea and i n the proJIOtion of 

apoll.lore4 a4TortiaiDg. Kagaai nea, tara publicationa, out­

door adYortiaing, ID4 ot her aedia eooperate4 tplond14lr. 

Tho raclJ.o atati o11.1 or t he oountrr p n ua hlllllll.r\41 or abGn 

thro'llgbout tha bln. Tho a10T1" plaoel their ~t1on1ido 

fao111t1oa at ov Uapol&l. all clurbg the oupaiga. 

!dTertiaera, aa a patriotic aor.loe, eoatribute4 un­

parallole4 .. uta of their Clll1l apaoo ao4 tiM to war bond 

adYirtialac. BuliDI11 houtoa, 1D4ultr1al flraa, atoroa aDd 

thoatora aU ooo,.,ate4 oar~~.oatlr la pr.-otlDg the 4r1To. 

188 
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In 11111, the War Lou cupign hal b11n a D&tlollll nl1Dltu7 

effort whioh he1 reoel~ea the unetlntea 1upport of all 

ee~nt1 of bu11n1a1 ana indu•trT without t hought or ex­

pectation ?f oo~~~p~uatlon. 

Oar 1Uocee1tul f inancial moblli,.tlonwlll require 

ot her War Loan Drl~e• lA proportion. at lea1t equal to 

lhl Seoolllll War Lou Drhe j uet ende4. The full total of 

our ar npeM1tv11 tll11 ealn4ar 7ear will be a~~re than 

100 blllloa 4ollar.. About 70 billion dollan, le11 what­

n er aa~~IIJlt of Mit tu11 Coll8re11 •1 proTide, auet be 

ralaea b7 borrowing• froa all aourcea durlne the oalendar 

7ear. Jln liOU7 rabecl during t he four- ...onth period JanU&1'7 

lhroutb .lprll, bolu4ing t hat railed during the Seoond l'lar 

Loan Drln Juet ended, a110unted t o 25 billion dollara. We 

auat, t heref ore, ral ae t he reaalning 46 billion dollars during 

the baluce of thla 1ear. Wi t h t hle etaw;erlng taak befora 

ue, I ahould be 4bappo1Dh 4 to aee our elfortl i.Jipeded, or 

perhap1 enD thwute4, u I blllne tha7 alght be, u a re­

ault of the enaot.ent of t he bill under dllcutliOD. 

The hill aake1 provi1lon for purohaae of ad~ertl1lng 

apaoe oD17 111 Mlflp&pen. It makn 110 prOYhlon for ex­

palllll t ur.. 1D ~~&p&lne•, tara pu bllea tleu, ettaoor 

189 

~· • 
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a4nrth1Jit, ral.io, 110du, or other ..U.. !ho be..., 

baa reoo1n4, IUIIl 11 oontlnulng to notl.,o, tro110DIIou · 

UDUDh of froo lp&OO &114 tliiO tl'Oa tuM 1101.la. lDlhUual 

aclnrt110ra alao oontl- to 4outo lara• 0110uat1 of tbolr 

01111 apaoo ul tlae to war bond a4nrthlng. I fear t,llat 

the dlaorlalaatorr Mlootlon of oDO olaaa of a4.,ert1a1mc 
! 

zteclla for Gon r-t aupport woulcl toncl to dleoollhgo oon-

t1nue4 oontrlbutlou bf other ae4la oncl thei r a4'90rt1aora 

&ncl woul4 ha.,o an unfortunate ef f eot upon the heretofore 

re.arkablo Yoluatarr reapouea of all olasaoa of bualaeaa 

oonoeru an4 1Jidh14uall. It b&a been the purpo11 to .-b 

the bon4 purohaao progl'&a an integral part of our national 

'ftl' effort aprl.nglmc froa a patrlotlo MDII of o bl lptlon 

&ncl a doalre to oontrlbute al l one oan to the nat ional 

effort. That purpo•• baa ln l argo m~aauro been a ohioYed, 

I belleYe, anA I ahould dlal l ko DOW to • • • lntro4uoe4 a 

contuelon of 110t1na or a pollor of dborlal•tlon with 

reforeue to &llf olau or group. 

One i n., poaitlon, rupouibl~for our be•n4oue 

nr tlunoiJI& progr&lll, IIUit bo Hlllltln to the great 

contrlbutlou ..ae to t hat prograa br tho newapapor1 of 

thh oount r r . I do not profe11 to han ~ npool&l 

l SO 
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alnahaMac ot tba aou.io polltlu ot a111 oua1 .. of 

.... ,.,.n tbat are latoiiAM to be the beMtltlarhl et 

the prnant 'blll. I 4e btlltn, howner, that tbaro woiiU 

bo gran iallctl" to tba IUOHII of the D1" fiunoiJic pl"'gl"Ul 

lt 1t "" to be .U. tba apeo1t1o nhlole tor aa a....a 

pollor of O.nr.eat u1htuoe to .., olal111 of ....,.,. ... 

I haYI oellflne4 ar co ... nt to thoae a1peota of the bill 

of ~late o0110en to • 1a ., off i cial oapaolt7 a1 Seoretur 

of the !l"nllli'T• .BtJODd that , bowner, I hold at roug peraoul 

feeling• u to tht umrhdoa aDd 4aacer of tbt bill ln opeai, 

the rod toward Go..-qant aubaldJ of the pnn. On t hat 

aeon, I ezpeot that the Co•lttea will inYlte the dna of 

Gon.-ant offhlall 4irHtl.T oonoei'DK with rolatlou . 

between tba O.nr.eat Ull tba pHil. 

I lll'Ce tbat tbt bill not be euote4. 

Tbt Dtpart.nt ba1 botll a4Yht4 b7 t he Bureau of the 

Bu4&•t tbat tun h no objeot1o11 to t he aullllhalo11 of th11 

report to 711111' Co.lttH. 

Ron. Rebut F. Wapar, 
Chai~ c...lttee on Benk'ac 

&DAl Clll"NMJ t 
Un1te4 Statal leate. 
TJL:ima 5/20/48 

Yarr tnl.T JOIII'I, 
{Biped) H. xe,....tlaaa, Jr. 
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18Tn CONGRESS 
llrSauox s. 1073 

.. .. 

.. 

IN THE SENATE OF THE UNITED STATES .. . 
Mn 4 (legisl.ti•o d&J<, M.T a), 1918 ;: 

Mr. B.urt.oEAo introduced the following bill; which wu rHd t"'lif'ke and 
,..!•md to the C<>mmitteo on Banking ood Curroney 1. 

A BILL 
To aid in the stabilization program and the war effort b'y pitd 

newspaper advertising in connection with tho sale of U~trd 

States bonds, and for other purposes. 
;; l 

1 Be il en4CUd by tht Setlale and Hortu of Represtn~~:J,. 
;'lt 

2 tiou of th.e llniltd Sl.lJta of .i1 merica in Oo11grutJ tWtmbkd, -, 
8 That in order to provide for tbe more effective use of idle ., . ... 
4 onrrency in aid of tbe stabilization program and tbe war 

l!r 
~ effort, and in order to improve tho credit structure by re-

, (' ~ 

6 lieving tbe Federal Reserve bonks and tbo various other 
·, rt: 

7 members of the banking system of the United States of ,t~e 

8 necessity of pnrchasing additional vast amounts of Un!t~d 

( · 9 States. bonds and other obligations, the Secretary of .~e 

10 Treasury iB hereby authorized and directed to ~~ l!~d 
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1 ~y for during .,.eh 6s<&l yeer, boginnin& with tho n.c:.J 

2 yeer ondinc June 30, 1943, 001. 1 ... than •26,000,000 nor 

a more t1w1 $30,000,000 of advertising IJl'IOO in DO"'J"'pon 

' pobli!hM in the United Stat .. lor the purpose of advertising 

G the ORlo of bonds, note~ snd other obligations of ~le United 

8 StAJie•, ond lor lhe publication in suob now~popcro in con· 

J nectlon whh suah advertising of lnfonn.&tion, srud argumenr., 

8 and appeals relating to, and promoting or encoun~ging, such 

9 aalto. Tbe ad•ertising spaoo so puttb....J shall be divided 

10 equitably among ne..-spo;pon of general circulation which are 

11 entered u Jt<Ond-class matter under the Aet of Hatth 3, 

12 1879, u lllltnded: Prwidai, Thain« ltso than •-hall of 

11 the total amount made available during eaeh fiaoal year put" 

U •••ntlo thia Act shall be expended lor the purchase ol such 

15 odvortising opoee in weekly, sentiweekly, lriweokly, ond 

18. monthly newspopora. 

17 Sr.o. 2. The &cetary of tbe Treosury is outhori .. d to 

18 pmoribe ouch regulations consistent with tho provisions of 

19 oection S u may be necessary to carry out lhe pro•iaions 

~ of this Aet. 

21 Sr.c. S. Tbe Secretary of the orr-,y abal1. in oeopen. 

22 tion with .-gnired existing pubu.horr' aaoeiations to be 

23 dtoignated by him (ineludinc une oad1 aaoeiation ropte­

U aenting only dally newo~pen. one repttselltiog only weokly 

1111 ne"'Jl''pUf, and one representing only ne"'J"'per ad•erti,. 

• a • 
1 ing ~gonei .. ) , pi'OI<ribe ~ti""' lor co.nyinc oot the 

2 oOWipoper advertising program herem provided for ao ao ~ 

3 

• 
5 

G 

7 

8 

9 

10 

11 

12 

13 

a 
16 

16 

17 

18 

19 

(a) ooouro lho best financial multo for lhe United 

Statea oonsi1te.n' with such program; 

(b) oompletcly .. reguard the freedom ol tho pre"; 

(c) loirly allocate advcrtisemcnu to illcliviliWI1 

uewtpapcn; 

(d) prepore material for rubmissioo to oowspopon 

for use u adve:rti.aemeotl; 

(e) avoid inttrfertnee in any manner with the in­

depond.aee of any ne"''''per .,. itt mponsibility in 

sening ha rt~~den; 

(I) ketp the war 6nanee campaign ill all ol ita 

pbuoa u nonpartisan as possible; and 

(g) protoot eclitort and pubU.ben in their rigbtto 

publiJh oriticiam of the policies or conduct ol lhe Secre­

tary of dlO TrcOJury or or eny other public official when· 

cv<r U1ey dotcrntine lhet such oriticism is juftiflcd. 

SEO. 4. }'or lhe purpose ol carrying outlhe advertising 

20 prognrns in their mpeeti•• agenci.,, lhe s.-wy ol AP 
21 oulture, the War Food Adminiitrator, tho 1'rioe Aclmlnit-

22 tntor, and the ObainnaD of the War M.oopower Commiloion 

23 may, wilh the CODitDI of lhe Secrewy of the 'I'r_..y and 

U under the regnlatioos preooribed by him pum>&DI to ~· 
26 S, cooh opond lor advertioemeolll in newt~pen aueh pan 
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1 oltlae total amoont to be uponded o.nder this A., u the 

2 S«rttary of tbe Troasury may approve. 

3 Sro. 5. Tbere are hereby authorized to be appropriated, 

4 out or any mouey in tbe Treasury not otherwise appropriated, 

G 11nch sumt us may be necessary to carry oul the pro,•itiona 

6 of tbis Aot. 

7 S>JO. G. 1'bc •uthority couferrod by tluo Aat 6lu~J tor· 

8 minale tix wonths: llfler the OOSSftt,ion or hostilities in the 

9 prt0<11t w•r as Jn-oclaimed by the PresidenL 

• 

• • 
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,John euu1 .... n 

seor.,arr Morsenthau 

lib-' 414 JOU 4o about gett1ng the r.poPt on the 

Seoon4 Var Loaa 1nto t he Oongre••1onal Reoor4t Plea•• 

let •• tnow • ./~ ~~ ..___.. t~;;,_ 
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The Seeretar,­

llr. Sulli:nn 

Ya:r 2? , 194) . 

I aa attaching hereto a cop;r ot tho Congreaaional 

Record !or li>nda;r, llay 24th in 1fhich llr. Dcugbton inlert.d 

:your report en the Second War Loan campe.1,8J1. Senator George 

'1111 engage4 in debate end I felt it unwise to aek bi.a to leave 

the nocr. HowAvor, I sent a cop;r to hill and .xplained tho 

eituaticn to hie secretary. 

195 ..... 
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lla;r :n, 194). 

TO a The S.crat.arr 

FROIIa llr. Sull1:ran 

Pureuant to ,our ae.oranclla to •• ot J1a;r 18th 1n 
Which rou aeked ae to contact Senator Tunnell ot Delnare, 
diaooYer what bio ditticultr wu, and COiaunicata nth 
llr • Jwotice B,.rnes, I nob to adwioe 7011 that llr. Gaston 
secured tree the Natiaaal C:C.Uttaa clearance ot the 
appoiro~t ot Senator Tunnell's candidate tor Internal 
Revenue Collector 1n Delnare, llr. llo.run Collieon. 

1'111.e clearance was IUde en llonda;r, liar 24th, and 
I J..lediatoq called Senator Tunnell but learned that he 
wae out ot t01m tor til& da;r. Tuesday, 11&7 2Sth, I oalled 
on the Senator at his ollie• and explained to him the 
cauae ot the delar. I advised him tt.t the National 
Coooaittoe bad cleared the appo1ntaent and that n had 
alr&ad7 et.arted 0111" investigation. I .rurther assured 
h1a that unlue the investigation diecloeed eoaetllinC 
... did not anticipate we would reoo•end llr. Collison's 
appo1ntaent to the President. 

That -• da7 I notitied llr . Justice B;rrnae ot the 
action ... had taken. 
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TREASURY DEPARTMENT 

INTall 0 1"1'1CK COMMUNICATION 

DAft 

To Secretar y Morgenthau 

,. .... Frances McCathran 

~lay 27, 191!3 

CONTROVERSIAL ISSUES BEFORE CONGRESS 

199 

1. Tax: Pay-As-You-Go - Congress apoears to be on the verge 
of eliminating, whether satisfactorily or not is anot her 
question, what has been virtually its maJor point of con­
troversy for some four months. Yesterday the House decided ~ 
to consider next Tuesday, June 2, the Joint Conference 
Tax Committee's compromise proposal , with House Republican 
Leader Mar tin, who has thrown so many monkey wrenches into 
previous compromises, i ndicating that the olan has at least 
hie tacit benediction. · 

2. Reci procal Trade Agreements - The Senate, which is meeting 
an hour earlier than usual today , wil l r esume consideration 
begun on Monday of the bill extending the Reci procal Trade 
Agreement s program. Focal point of di spute i s the Danaher 
Amendment providin~ the agr eements may be terminated by a 
concurrent r eso lut1on of Congress on six months notice six 
months after the end of the war. Chief supporter of the 
amendment i s Senator Vandenber~, who finds his leading ad­
versar y in Senator George, Cha1rman of the Senate Finance 
Committee which approved the amendment . The House previously 
passed the measure with the only r estricting amendment being 
a two-year instead of a three-year ext ension. 

3. Deficiency Appropriation Bill - The Senate Appropriations 
Committee, while eliminating specific reference to the Nation­
al Resources Planning Board and the Farm Security Admini s­
tration, effectively prohibited, nevertheless, use of the 
President ' s Emer gency Fund for theee two agencies, in an 
amendment to the Deficiency Aopropriati on Bill. Amendment 
i s wor ded to pr event the use of such funds either as a 
special allotment "for any agency denied an appropriati on 
by Congress" or as a supplement al allowance for an agency 
whose r equest was drastical ly reduced by Congress. Although 
the Senate Committee thus supported House action in this 
instance , they deleted a restricti on in the House bill pr e­
venting use of the appropriation for payment of sa laries 
to Robert Mores Lovett, Secr etary of the Virgin I slands, and 
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Goodwin B. Watson and William E. Dodd, Jr. of the FCC. who 
have been accused of "subversive activities." Chairman 
McKellar said this action did not necessaril-y mean his com­
mittee approved of these men. but that they preferred to 
submit the mat ter to a JOint conference. How the Senat e 
as a whole will vote on these controversial amendment s , how­
ever . r emains to be seen. 
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TREASURY DEPARTMENT 

INTIIIII Ofi'II1CII COMMUNICATION 

TO ~. J • W. Pebl.• 

Do\Talq :n, 1943 

ll&o do ~ u • l'rtDobM• 'lllo poeoMaM Aurioaa o1t1s•­

ah1p '117 reuon or aa .t.et or Lecialature or tho St..te ot 11ar71.aa4 

MIWic all lJDMl deeondaata or tho llarquia do Wqatto o1 t1sna 

ot U...t St..te: De Cbulbnm•a !•th-.r, General do Chubnm, wu tho 

ohi..t ot!icor ot tho !'aria braDcb or the JaUcmal Oit;r Baak.. llr. 

do Chubnm tor - t.1Ao lwl • deal< •t tha offioM of Dart., .._.lk, 
lfud...U, a.rdD..- aad ~ed, la'17era ot lS Broad StrMt, 1 .. Iorl< 

Oit;r. I aa DOt .,... wbothor ho wu adaitted to tha low York liar, 

lnlt it would appoer that ha curled on aa int..n>aUonal law practice 

tl'oll l5 Broad Stroat. Do Chubrun ll&intained law ortiooa in Par1o 

in oanJUBOtiOIIl with 7raaoo1a Mo-•h••, wbo ~ted tl'oll tha Banard 

IA.w School in 1932. De Cbaabran 1a u.rrlod to Joaia IA.nl, U... 

c!u&btor or P1arra IA.nl., tlla _.,t Ch1..t ot Gotwua .. t ot 7raaco. 

121are 1a DO buu tor donbtin& da Ohaabnm1e loJalt;r to hU !ath ..... 

in-law, or b1a wit•'• lOTalt;r to her !athar. 
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Excerpt t'!'OII THuUl")" hear in& on Lazard frer11 , bdd on Aprll 6, 1943. 
(Queatlona b)' llr. IAaaor tor tho Tro&a\ll")". Anowera ..,. llr. Altschul or 
Lazard froreo.) 

Q• Did you ever personally attend to any business for or oo 
behalJ' of Reno de Cbo.mbrun? 

A• No. 

Q• Did you ever have any busineea dealinas with bia? 

At Ne-.er. 
I would like to tell you tho story of Reno de Cbaabruo . 

Ql Co obood. 

At Rene de Cbaabrun was over here when he •a• e young gao. 

He had bi.a office with O..vis, Polk. He wuo a very Ulteable fellow 
anJ a good tm>nis player . I had known hia in Paris and we were quite 
good friends. Ho uaed to coae to ay place in tho country very ofton . 
It waa a long time before he was married , when he "as living over here 
with Henry Clnudel, the son of the Allba88ador, and when hie 11tatua was 
otlll quito good . 

In Puis, r egardless of the 111110unt of time I om supposed to 
have spent on business over there, I used to spend ay time on • holiday 
enjoying ay friends, and one of these friends was a young girl a t that 
ti11o -- very intelligent, very bright and, aa far u I knew, all rigbt -­
called Jos• Laval. Bunny de Cbaabrun was an ogrotable fellow but Jose 
Laval waa a highl;y intelligent and interestina wo....., to mo and althoueb 
I had aet her originally, I think, throu8h Bunny, over the years I knew 
her bettor than I kn"" him because sbe had -- abo had aany aore things 
to tell ao in across-the-table conversation about all ltlnda of things. 
I used to row with her about the Allled dobta and all that sort of 
stuff . And I found her extr~ atiaulating and I got a freocb point 
of view which I thought was ...U.uable. 

Yiben abe cue over with her father at. the tiM of the Hoover 
110ratoriua or, no, it was the debt negotiaUona, I think I saw her a 
few ti.JHo. I aa not sure but that f11Y intlaaoy dated subaequentl;y to 
that. I All not aure of that. 

When abo caae over last tl.Joe the L&vlll colora 11are not quite 
as clear aa they bnve since become and when ahe came over laet time -­
because I thought that it might be useful to koop up the contact and I 
wae atlll hopeful that one could pereWldo tbro1101h her Laval to see so,.. 
reaeon. I dropped her a note and told her that I cl1dn't aee, rtr~•ill .:.. 
th11 .... in rtrl ruea, you have read thea -- but something to the effect 
that aa far ae I waa concerned I didn't aee any roaaon why her fe:ther'e 
pollt.ico ehould coae between us in our old trhndahip and that if abe 

• 
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cared to t.t.l.k things over with ae I would be Tel"1 happy to t.tJ.k to her. 

l:>he l.,.edi&tel,y responded in the alllfte aplrit and oo I saw 
her and wo had long talks about the French al tuo tion during which I 
w&o perfectly conecioua of maki ng an effort to let thls girl know the 
w.y A•orica was going so that Vichy should undoretand what tboy were 
running lnto juot in a vain hope that thoos thlnue •ight get beck into 
something. 

One ds:r they invited me to dine with them and they invited 
lilY wife to dine with them and at the loot minute, Clvo minutes before 
the diMer, Jooie called me up Md e&ld, "Will you please wear a black 
tie and be on tlme, Frank, because we have cot tho Aabeo811dor coiling 
to dinner.• And I said, •I don't want to d ine with the Allbessador. 
I have got nothing to do with the official French oroed in the future.• 
They aald , •You can't just at the last tolnut.e luve ua in the lurch . • 
final.J¥, I said , •It bn't going to do any hare. I will go and dine. • 
And I aat next. to the Allbessador at dinner and we had a fine row all 
thro\ljlb dinner and that wss the last I ever saw of h1a. 

Then there crua.e war, the enti-beait.ic lawe or Laval, •hlcb 
wore bed onoUf!)> in theaelveo but which wero coupled with the typical 
Lavsl et.ate11ont that this was not done under pre01uro from the Germano 
but reproeonted the inner soul of France . 

Now, before this thing came out, t wno giving a party - this 
will help to place the date, it was on election night - ns I often do 
when I have 100 or 150 people in to see the roturno. And " month be­
fore thl.o party I bad invited Bunny and Joolo to come to the party 
also to oee tho election returns. When thlo Ltlvttl thing come out -­
you will find a copy of the letter in ~ fileo -- I wrote a letter to 
Jooio and sent her a clipping from the •New York Tt.es• underscoring 
the particularly offecoive state~~ento of her father and I said to her, 
"111 dear Jooie: I think you will realize &!tor you have read this 
that thia u.keo Mtters a litt.le too cllfficult !or both of us and we 
alght juat aa 11ell recognize the fact• - or ooeethlng lllce that. 
Han you got tbooo letters? I think you have, probably . I told you 
thoy wore peroonal things at the tine. '!1ley had nothing to do with 
buolneoa. They were peroonal. 

And I thought that would be the end. About an hour before 
tho election day party, which I thought under tho circumstances they 
would not como to, his wife called lilY wife up to aak whether they were 
to wear o. blaok tie, and to my surprhe they walked in in spite of 
overythinS· 

20.) 

l'toll, when she wes going back to }'ranee I talked to her 
that even in& t talked to her and I e.&w that ohe woo off on th~ wrong 
foot. She bad a false conception of America. She bad a picture of Allerica 
- it woo not goin& to get intO the war. !.he wu going to tell her 
father the wrong things. So before ohe loft I wrote her and I told 
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her, •I don't want you to go hoea and cha the""""'« opinion . I u 
aura t.het you are getting the wrong riowa . A lot of things u e 1r0rk1nc 
benea tb the aurface that are not on the aurtaoe ." This •nta a -.ery 
lone lettor aont perfootly conseiowsly in tho hope that it would do 
oo"'o good for theae people in Vichy to lmow t.h&t America waa incensed 
about the Fronch attitude . It was a foolish thing, aaybe. 

B~' s partner arrived over hero , Q fellow named ¥onahan . 
He il pretty n. ll • ae far as I can tell you, QlixtKI up vtitb all kinds 
of buslneea. He cue to see me or asked me to co11e t.o aee him one 
day . I didn 't know what was up or what it was all &bout . I drcpped 
in to aee hia one dky at his apartlllent. 'lio had no diacussion about. 
bu.a:ineee . There waa no bond between u.s end I didn ' t. aee hill SIQre 
than onoo or t wice while he was here and I think he called .., up and 
said be bad 10118 aeaoage - I didn't know who they were froa or what 
they wore about. I wu interested. in getting MOift&O& froa people i.o 

France. All of a auddl!ll, out of a clear olcy , without any for lt at 
all , eoae e1x. 110ntba ago or eight .on the or • year ago -- I don 1 t 
lmo• whl!ll -- I auddelll¥ got a talecru froa llon&han 14ying that he 
h!o oeen ~ good friends Geru.i.ne and PbiUp, who ,.,... very dear friends 
of •in• in Per1o , and that they sent ae affectionate greetings, or 
something Uke that, in which Bunny Joined -- out of a cloo.r slcy. 
11hat wao tho rouon for Bunny wanting to put hh """'" in a telegriUD 
to me? ! bad nothing to do wi th hi• since the l~at letter . 

Oh, thoro was one other ti.J!Ie with Josie. I wos reaUy try­
ing to -- s ho wns a very bright girl and I thought she had influence 
with her f•ther . I said to her one d!IY at the Ritz , "Josie, don't 
you know thot no matter which way tbia thing co111os out your father is 
going to got obot?• And she bad tears in her eyes and she said, •or 
course I know that, Frank, Blld 1JI1 father knows that, too, but he is a 
groat French patHot and baa to do what he thinks he twa to do . • 

There io the story of Bunny and Josie. It iB on old ac­
quaintance. Don 1 t tell ae you ha• e located ecee bualneaa transaction 
I 1w1 with Bunny because I would be very surprised . I didn't know 
onytbin& about bia. Josie in the old d"J'e wee " very cood friend . 

204 

Regraded Unclassified



• 

' 

lla7 27. l~). 

~ 4ear 11r Pre4e1'1olu 

.Ae J'OU know, n ha·n all Inter4epart .. nhl 
Committee 4eal1a& with .. ttere of financial aeeia­
tanoe to our .All1ee. One of the quaationa now 
before the Oo..tttee ia the a4'+'1aab1litJ of bring­
illl w1 th111 the eoope of the reoiprooal &14 procraa 
purohaHa of oer1ia1n soo4a being aade bf the UD1 te4 
I tat .. ill 111'1 Ueh KIIJ)ire OOWitr1 .. 'll'h1oh wlll q-
11'8Sa1ie bet .. ell $200-I)OO aillion 4ur1ac ~ ooalng 
J&ar. Dieou .. 1ona are atlll in the prelilll1aar7 .,. ..... 
~ OollllittH ftllte4 J'OU tO be intONe4 Of 

what n are th1Dk1111 an4 woul4 like your new• on 
the abo.,.. propoaal. '!be co-1ttee &leo thought 
1t woul4 be helpful at th1a u .. to haYe a memora.Ddwa 
froa JOU renew1111 Britain'• international finanoial 
poeition &114 eummari&ing your Tiewa on the appropriate 
reaern of gol4 an4 4ollara wh1oh th1a Government 
ehoul4 aaaiat the Jlritiah OoTe~ent to maintain. 

!he OoBII1ttee woul4 appreo1ate reoeiYing a 
atatement wh1oh ooul4 be aa4e aYailable to all mem­
ber• alld wh1oh ooul4 eerYe aa a uaeful bade of 
future 41aou .. iona. 

Very trul7 JOUra, 

( l igne4) H. 1), White 

H. D. White, 
.Aaaiat&llt to the leoretary 

• 
lir Pre4eriok Ph1llipa, 
!he Jlr1tieh lupplJ Oounoil in 

lorth .AIIerioa, 
Jloz 680, 
JlenJaaill Pranklill ltation, 
Waah1ncto11, D. 0 • 
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TO: American Embassy, Chungki ng, Chinn 

DATS: Kay 27, 19~3 , 6 P••• 

NO , I 679 

Thi s retera to talegra. No, 75~ trom the Esbaaay 
date4 the 22nd or ~7. 9 a , a , i n oonnecti on wit~ the 
•lnance Klniatry •a proTi&ional resu1at1ona t or glTlnS the 
.. baaaiea and consulates taTorable t r eatment with regard 
t o the conTartina into national currency or toreign ex­
chana• in orde r to pay their expenaaa , 

l . !!b.e position or tohe LJDbaaay. lndlcat£~ in the 
t irat aantence ot the second ~aragrapb, has the Department' • 
appron.l . 

2 . I t , howeTer , ~he Finance Ulniatry should pr eaa tor 
a pro111pt 1·eply concerniua the ebove ment1one4 regula t1 ona1 t he Department woul d suggest to the URbassy t hat it indicatoe 
Terbally that we haTe hoped that tba ~uaa~ion could be 
cleared by i ncluuing cert61n' tinunoilll JII'OV1a1ona in a re­
o1pr ooal a i d agreement , an4 ' that i n t act s uch an aer••~nt 
with t i nancial proTis1on , wae handed in dratt r.ra on May is 
to Dr. Boons tor the Chi nese CoTarnment•e conalderatlon, 

IIULL 

• . . 
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OFFICE 
<~!CRETARY Of TRFASURY 

liQT TO 1£ RE=T!W!SI!lml! 

l'l\3 1W 2ft I'll 12 07 

REASURY DEPART14EIIT 

COPY HO. I 3 

Intonoation received up to 7 o. m., I!D,y 27, 1943. 

' IIEDITEJU!ANEAN. OliO ot tho fighting French Destroyers 1& 

ogreund North<loot '>f BENGJIAZI. Ass1atonoo sont. At tock on shipping. Evening 

cf 25th, 2 hoDOword bound convoys ottoekod by high l evel b""'bing from 9 1".11 . -
200'• vhon 190 llilcs llcst of LISBO!i. No dusgo. 

2. .UR !J>EIIAT IQI!S 

!!ESTERN 'FilONT. 25th/26th . In rCiid on DI.5SELDORF, 1959 

tons H.E. o d I neondiorios dropped. 

SICILIAN CHANNEL . 23rd/24th . llollingtons dropped 26 tons 

H. E. on PANTELLARIA ~wn and oiX·fiolA whiob noro olao ottnekod on 24th and 25th 

by toto.1 of 80 fighter b«:lbors. 

SAR!!It!IA. 24tb. Escorted hoovy bombers dropped 140 tons 

H.E. '>D herbotlr of TERJWiO'IA and 131 tons on LA IW)DALE.lA. Fcur cargo ships 
' 

hit and aev~ral others possibly dal>agod, Figb'ior bc&lJ<,ra attacked t hree othor 

locnlitios. Escorted meclillll bocbora ot!octi vol.7 o ttoek...S airfi<J.d at OLBIA 

(tERIWIO'IA). 24tb/25th. llc.U.. bocbora droppod 31 t<ns H.E. on docks nnd 

l'Gilwoy at OLBIA. 

~· During 24th/25th, 25th ond 26th, Medium and Heavy 

Bombers dropPed 392 tons H.E . ?n t argets at ~IESSINA, Combat casualties: Enomy 

14, 9 , 6. Allied - J , 0, 20 . 25tl!. 67 oacortcd 1l1<odiWII bombers attockc<i LICAtA 

and PORTO DIPEDOCLE. 

TWISIA. 2.3rd/24th . Boaufightore doatroyed 5 on<!li1,Y aircraft 

01ror BONE ond llJEilJELLI. 

!lJ!llllt>· 22nd. 20 llcd.iUII -bora ettoeko d railvay targets 100 

ailoo Nortb-llortlmost of w.NDAUY. 
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OFFICE 
~!CREl ~1\'1 OF t i\HS\JI\"1 :2. 1 0 

913- ""9 Ill " 10 

, .. E~SURl!9f"M~~t!W£klml! 
COPI 110,._ 1_,3'--

B!UTISH kC§T $ECI!ET 
U.S. SECRET 

OfTEL NO. 174 

Information received up to 7 e .~ . , 27th Uoy, 1943. 

1, ' l!.6Y.AL 

HC!IE !IAIEjiS. 27th, M, T,Q. 11 oncaged 4 ~d· Trewlera 

ott 'l'ERCHEW!lG. One lett ainkiJ18. 

mll!H&· • CHIN HILIS. 26tb. .\pproxilllatoly 2 eompanys 

Japanoae approached FORT m!ITE (JO illea -~'.eat of LUERA) 1 operations con­

tinod t o patrolling, 

CH1NHIN. • 500 Japeneao roportod J miles Northeast ot 

DOOLIN. 

) . 4IR QPERATIONS 

?JESTEl!N FJ\C>J!T. 27th. 14 llo1qu.l.toaa despatched and 

attocka •de on instMIIIlent voru at JENA, lltn.AR Railway Stotion and a 

RaUft)' Bridge , 3 &:osqu.l.tcea <>isoing and 2 oraabod, In operatiCJUI cm~r 

BELOilAI Look Catea at NEVELE believed bit, 2 F.!!. 19018 destroyed, one 

Spittl.ro lliaaing. 27tb/28th, Aircraft <leopotobecll &SSEN - 518 (2.3 

miaeing) 
1 

Intruders - 17 (one mieainc) 1 Sea Mininc - 2J (one miasinc) 

Leaflets - 19, Ant1-Shlp,l1ng • 6. Preliminary report inclicetee concentrated 

attaok at ,&SSEN despite cloudy weathor , Attaok oonaidered euccessful, 

NEPI'lER!UNEAN· Only minor "J)Orationa eo tar reported, 

~ JJi!! Af1itdN· 25th. BNutigbtara attacked Seaplane 
I 

a .. a at I'REVEZA (lieat Coast ot CRr!CE) cauainc oaeualtiea on water or 

ground )
1 

5, 7, 25th and 26th. A Schooner, Cdque and 4 laden selling 

veasolo allllk or nverely daaaged . 
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