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J.ppolntatntt and Rotl&natlono 
Cann, !loraan: 

Book Pace 

Stt alto Book 648: Revenue Revlolon 
(Income 1'ax ron to bt rutd Soptuber 15) 

Rttlcnatlon dlocuoeed by HMJr, Holvorlnc, Sullivan, Boll, 
and Gatton - 8/3/43.................................... 653 

RttiCQ&tlon dltcuoted by KMJr and Helvorlng tuboequont 
to reotlpt ot reelgnatlon by Vhlte Houtt - 8/10/43: 
Soe Book w. page 1 

Boll'• report after lnveotlgatlng ottuatton- B/10/43: 
.Book w. page 7 

a ) Dlocuooton by HMJr, Roll, Paul, Sullivan, 1'bompoon, 
Holvertng, and SQith - 8/11/43: Book W. page 117 

1) Holverlng-Cann converoaUon on loyaltJ -
B/12/43: Book ~. PACt 274 

Internal Revenue Collectorthlp, Botton (Haooott): Holverlng 
oxplatno lnoubord1nat1on and aoko that reotcnatton be 
roquoottd - 8/3/43 ..................................... .. 

a) Gatton rorportt claartng vHh McCoruck and notifYing 
Walth - 8/5/43: Boolc ~. PACt 14 

-)) -
Baldvln , Calvin 

See Occupied Terrltorlee: Italy (J.rea Director) 
Broadcaetert , National Attoctation of 

See Public Relatione, Traaoury 
Budget 

Revlolon of budget preeented In January 1943- 8/l/43 .•.••. 
Buolntot Condttlona 

Haou r.e11orand\111 on ol tuatlon, veek on dine July 31 , 1943 -
8/2/43 .................................................. . 

- c -
Canada 

Rorpurchatt of var goodo procured b7 Unlud Statoo liar and 
Kavy Dopart11onto dlocuoaod In Canada-United Statoo 
corroapondonco- 8/3/43 •.•••••••.•.•••.•••.•...•••••.•••• 

a) llornotoln 11ecorandU11 glvlnc ruwo• •••••.•..•••••.• •. 
Cann, !IOrll&n 

Sot J.ppolnt11onto and Reelgnatlono 
Charvomeo't Pq 

See lngravlng and Printing, Bureau of 
China 

Counterfeit a1tuat1on revloved In J.d1tr cable - 8/2/43 •.••. 
loono•lc ourvey by J.dler - 8/2/43 ........................ .. 

Collector ot Internal Revenue, BoetoD 
Sot 4ppo1nt•ento and Ree1gnat1ono 

Cox, Channlnc 
s .. rtnanctnc. Govornaont: liar Saving• Bon4t 

(3rd liar Loan Drive) 

128 

131 

1 

27 

147 
150 

78 
81 
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DU.ucla , Yruclo X. 

Soo Occupi ed !orrl torloo: Ital7 
Dloa looal CoiiJ)OD oatlon 

Soo Poot - War Planning 
Doolittle , Gonor&l 

Soo financing, Government: Var Savlngo !ondo 
(3rd War Loan Drlvo) 

- J -

ibgravlng and Printing, !uroau o! 
Cbar'tfomen • • Pq: 

HJ.IJr alllto Paul to app&&l diroct17 to CoiiJ)trollor General -
8/4/43............. ... . .. . • . • • • • .. . . . . . . . . . . . . .. .. . . . . . 653 

a ) Paul moaor&ndWD - 8/6/43: Soo Book ~. pogo 149 
Union &l oo backing recon oldoratlon - 8/I!J/43 : Book~. 

page 39 

Ptnanclns, OoYtrnment 
Var Savt.oc• Jilonda: 

- , -

Pe,yroll Savingo Pl an : Bureau o! Internal Rov onuo 

210 

participation - 8/3/43 .. . ........ . .... ,,....... ..... .. 166 
3rd War Loan Drive: 

State chalr~en diocuooed b¥ Trtaour¥ group - 8/3/43... 99 
a) Ohalr• on tor over¥ State tblo wook, HMJr •o ala 
b) Maooacbuootto dl!!icultloo di ocuoood 

l) Channing Cox auggootod...................... 113 
a) HMJr-Cox convoroat~on - 8/3/43......... 126 

l) Cox doclln01.. . .. .. . . . . . .. .. ...... 12? 
2) ling (Prolident, .L=horat ) ougg01ted. . . .... .. 116 

Rotall oaplo7eoo quotA to be ~300 In Sor loo J Var Bondo -
8/ 3/ 43. ....... . ....... . .. . . . . . . • . . . . . . . . . . . . . . • . . . • . 169 

Oea erale Patton. Montgo~er7, an4 Doolittle : Addr••••• 
b7 In large otadluao ougg01tod b7 IOI.Jr - 8/4/ 43. . . .. 2?4 

a ) !larry Hopklno- IOI.Jr convor oatlon reported t o 
O...ble - B/11/43: Soo Book ~. pago 112 

IOI.Jr ' o I tlnor1.17 - B/4/43. ... .. .. .... ...... .. . ........ 2?5 
American B&Aker•' ~atoctatlon taktt exception to uee 

of their name aa recomaendtns coal &nd orgAnisation -
8/4/ 43 ......... . .. ...... 0 0 0....... .. ..... ..... ... ... ;J76 

Folo¥ , Ed R., lr . 
Soo OccllPled Torrltorleo: Ital;v 

- G -

Gold 
Soo Poland 

~· -
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llaouu . Mr . 
Soo Appolotaonto and Reo11:11at1ono: lntomal llevcuo 

Colloctorohlp, Booton 
fl74o Parle 

Stt Stcrtt StrT!Ct 

- I -

IntlaUon 
liar AnU-Intlatlon 'l'u Plan - Blou,sh moooorandUII: 

Set BtYtoue Rev i t ion 
Internal Be•enue . Bureau of 

Soo l!nanc!ng , Government: Var Savingo llondo 
(Payroll Savin11 Plan) 

Internal Revenue Collectorah,ip , Botton 
Sot Appointaanto and Beoi1:11ationo 

Italy 
Stt Occ~ltd ~err1tor1ea 

- J -

Jewt 
Boaeftman-HMJr conver aation oo propottd at&ttmtnt by 

State Dopartllont-forol&n O!!ice - 8/3/43 .•.•. ...••••.••.. 
a) liar Dopart~ent G-2 involvoaont ouopoctod 

- I( -

Xlna. Stanley (Prooidant, Amhorot) 
Soo J inancing, Oonrn..,nt: lfar Savina• llondo 

(3rd Var Loan Drive) 

- L -

Lencl-Ltate 
Report of purchaooo tor voalc ending Jul1 31, 1943 - 8/4/43 •• 
llnUod IClngdoa: 

Raw Mator!alo Supply ao Reciprocal 1.14: 
Seo aloo Book 647 
Londoo ooto explained in advance by State Department -

8/2/43 •.•••...•.•.••••••••...•••••.•.....•..••...••• . 
a) D!oouooion by 'l'roaoury 1roup - 8/3/43 ..••...• . •. 
b ) lf!nant ' o cable ................................ •· 

Br! tlob reply on 'Lend-Leaoo In Ronru' dlocuoood by 
Stottln!uo and llomotoln- 8/3/43 .•••••••••.••••..• •. 

a) D! ocuoood by HMJr, Smith, llomoto1n. and 
Mho l:!otlor - 8/4/43 .......................... . 

1) Vlnant'o Qo&n lng dlocuo ood 
2) Stottlnluo ouopoctod of having told tbo 

llrlt!oh vhat tbelr reply lhould bo ••••....•. 
3) Coploo o! all corroopon<lonco attached .•••••• 

(See al oo Book ~· PAC• 154) 

l!oolt Pace 

653 160 

272 

74 
103 
146 

145 

187 

192 

200 
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Lond-Loaoo (Continued) 
Book 

Uni tod llncdos ( C..ntlnued) : 
llociprocal .Ud (C..ntlnued) : 

Stottlniuo-HKJr con•eroation- 8/4/43... .•• •••.•••••• .. 653 
Conference ; preaent: BMJr, Ache ton, Stet\lnlue, R .. d, 

Coa , Donb)', Smith, Bern ot oin, and Mi oo Kl otler -
8/4/43 ......... . ........ ...... ..... ............ ... . . . 

a) Halitaa aoked to confor onoo to dioouoo 
Groat Br itain'• propoood Whito Papor on 
Reyer at Lend-Ltatt . ............ , ...... .. .. ..... . 

l) Propoood Whho Paper ..................... .. 
2 ) Halifaa to cable Chancellor: HNJr cabloo 

Winant - 8/4/43 .. ......................... . 
3) Hal1taa roporh to HKJr ha•ins cabled -

8/5/43: See Book ~. paso l 
4 ) Halltu repor\0 roply to HKJr: Book §la, 

pace 19 
5) St ottin iua told Chancellor hao tabled 

otateaent on Rovoroo Lond-Loaoo - 8/5/43: 
Book §lji. P"<!OO 16 and a6 

6 ) HKJr thanlco Chancellor: Book ~. pago 23 
7) HMJr- Achooon convoroation: Book ~. pace 26 

Comparioon ot Unit ed Statoo r oquoot and llritioh propooa1, 
with eomuento on Brltioh propooa1 ••..•••••.•..•.••..• 

Br111oh dollar pooition - 8/4/43 ....................... .. 

- M -

Maoo&chuoot to 
See fln&nC1n£, Government: Var Savin&• BoD4t 

( 3r4 War Loan Drive ) 
Montc•• • rr . Oonoral 

Soo 7inancins, Government: Var Savtnco Bonde 
( 3rd Var Loan Drive) 

- II -

llotbor1ando 
So o aloo Book 650 
Mon etary arrangement• after occupation by All1tt 41acuteed 

ln corroopondence botvoan Nethorlando iobaoo7 

~~~=;~~~~~~~~~:. ~~~~~·. ~~. ~~~~~. ~~~~~~~~~. ~~:2?:~~~.-
(Soe al oo Book 655, paso 86) 

a) IDR-BMJr convoroati on roportod to Troaourr croup -
8/12/43: See Book~. paso 301 

1) IXcbanso rate aft er occupation aloo dlocuoood: 
Book ill• paso 212 

b) HMJr- 'llolloo eonveroat1on - 8/12/4.3 : Book m. Pas• 234 
Ninlat er ot 71nance;·BNJ'r con'f'tr aatlon - Jell stmoraa.4UII -

8/12/43: Book ~. pace 237 
Jonoo-IOUr oonvoroatlon - 8/U/ 43: Book~. pace 239 
Jon oo' l ot tor to lDR aaplaininc crounda tor provlouo Brltlab 

l oan (oocuri tr : Un i t ed Statoo lnvoo taonto) and o~ooting 
aiallar arran8Jiont - 8/10/ 43: Book _H§, paso 227 

Paso 

211 

214 

2'.!9,26? 
248 

269 
260 

1151 
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Occ~lad !~rl tor loo 
halT: 

Joolt Pace 

Chlot t~cl&l. ott lcor - ool octlon ot 41oouooo4 bT 
Treaollr)' CJ'O"P - 8/3/43 ....•..•.•.••••.......•• , .... , .. . 6S3 

a ) Me CloT to bri.Jlc Ooan&l. HU14rlac OYer t o 411euu •. 
l) McCloT l~ttorrhw r eport ad \o g :30 croQP -

8/6/43: Soo Joel< ~. r ace 100 
2) Hlll4rln& (Oonor&l. )-RMJr-Jol l -Wbl to contoronco: 

Joel< w. r ae• 171! 
llotllll. ot ol\D&Uon clnn l n cable troa .Aan l o&D Location, 

Jtro - 8/3/ 43 .. ..... ............... . ............... .. .. . 
DILuola , Pranol t X. : Succoot ad bT Gootee ao a14o t o PelOT -

t boulcl rolOT co t o HalT - 8/4/ 43 ...................... . 
PolleT Co .. lttoo •••tin&: Paul ancl Borootoln report -

8/6/43: Joel< ~. pace 179 
l) llo7co (.Uuacclor J.) rutbocl bT Sta te 
2) Bald will ( Cal Tin) ta•orad bT !rea our)' 

- p -

Pattee, Oocoral 
Soo 71nanciJ1C, Gonrnaoct : Yar Sa• lnc• Joeclo 

( 3r4 Yar LoOA Drho) 
Pol and 

Ool4 now ttorocl a t x._reo , Soeocal , Pronob Yut Afr ica: 
V11ltod St a too aoolotanco requoot od- 8/4/ 43 ••...•.....•••. 

a ) Sta to Dopart aont rocoamenclo aoolotanoo 
Poot-Yar Pl&llllllll 

D1o•1ooal Cooponoatloa- Bl oJICI> • oaoranclua - 8/2/43 .... .... . 
Public llola tlono, Troaollr)' 

Broadcaot or o, latloD&l Alooola tlon ot : !olcl ooeforoncoo 
la futuro will bo r eferred to ao radio and prooo 
coefuoaooo - 8/1/43 ..................................... . 

iav Matorlalo 
8oo LoD4-Loaoo: l1alto4 I:ID&4oa 

Roclprooal .Ucl 
8oo Loacl-Loaoo: l1nHocl IID&4o• 

lloueuo 1tn111o11 

- II -

$12 blllloa l ecraooo la r ..,onuo - f l r ot draft of procraa -
8/2/43 ............. .... ......... . ....... .. ........ .. ... .. . 

8pond1nco Tax- Bloft&b • oaorandua- 8/2/43, •..••••••. .. ..• . . 
Yar ADt i -Intlatlon Tax Pl an - Bloucb . .. oranclwo- 8/2/43 •.•• 

Do~i::.~~~~~-~~~~~~:.~~~-~~~~.~~~~~~~~~~- ~~~~ -~~-~--
VIII oon-PaQl conforonco 4ooor l bo4 to RMJr- 8/3/43 ..•. .•••• . · 

a ) 'Wool< oontlaont for &ddltloeal taxoo and otronc 
oontla•t t or COIIJ'Gl OOrJ oa .. tnco oe Bill ' rropbool ad 
b7 Tie-.. . .......................................... . 

V? 
181! 

122 

3156 

269 

42 
1!8 
82 

.... • 
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138 
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lloyco . .UU&Ddor 3. 
Sot Occuplod Torrllorloo: Italy (Area Diroclor) 

- s -

Secret Service 
Hldt Park guard tlluatlon dlocuoood by Gatton- 8/3/43 ....• 

ilpendln&t 'l'u 
See Revenue Revialon 

fuatlon 
See Btvenue BtY-lelon 

Unl ted Iln&do• 
Set Ltnd-Leaee 

War Savin&• Bonde 
Stt financing, Government 

Wlnanl, Jolla G. 
See Lend-Loaoe: United Kingdom 

- ! -

- u -

- w -
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fo be held 1n S'l'IUO'l' C<»>FIDBNC! and no portion, 

.,noplio, cr 1ntbat1on to be publlihocS cr pri.Dtod. until 

U1o ....n1n1 papero Stlllllli, AOCIUSf 1 , 1943. 

Sf.f.UIIIIrr BI 1'11! ~I1811' 

Cllfll! 
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Sr.t.'l'liiO!Ift Sf THE PRESIDJ!NT at 1'IIE SllllllTiat OP TI!B 1944 B11IXlBT 

In line with rq !~r praotioe I aa 11111111Da We bud&..t .-ucn 
d.eecribizl& U.e 110dificat.1one in tile pr~aa o! tba Peclaral. CloTvnMDt 

ruultin& troa 1nterftl!1n& appi'Opriation and ...,...,.. acta llinca n~:C..­

s1on ot rq amual budget laat Jm>JM7. Tbl -u ... prM811ta a aore 

accurate pcrtr&Tal than waa tllen poes1b1e of proepeote tor Ule U.oal 

yeu juet atartecl, in the li&ht o! eoonoaic cWtelop.nte and C<lllflre.­

s1onal. aotion. 

Sueh a cloC~me~~t ill aepe~ appropriate tbia ,.ar becaue rq 

original 'bol.d.iet o! eix aonthe &&o oould not present d.etailed reco.-

1118ndatiCita tor war appropriation• eo far in ad...anca. 'l'heae reooa-

~~endatiON haY8 bien tzanmitted. to tile Ccav••• in the fol"ll nt 'OVioua 

The cload.natin& factor 1n tha fiscal situation ia, of oourae, _. 

expendituree . In preeentin& a tentative eetiaate in rq Bud&et 11 .. &&&• 

of laet January, I said 1 

•. • • a l00-bill1on-dollar expend.1 tv.re procraa d.oea 
retleot a national ettort of c~&antic lllliJiitwla ••• 
s.... pereone u;r beline U.at aueh a procru 1a ten­
taatio . liT re1>17 11 tllet Ulia prograa 1a t .. eibl&. • 

Tbe 100-billion-dollar eetiaate tor war expenditure• dl.ring Ule fiooal 

year 1944, 1noludi.n8 Det war 011tlaya o1' Goverruoent oorporatione, etill 

stand$. 

2 

•• • 
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Thie bu&e war bill reflects tbe llilltary requireMnte of _. 

acgresain operaticna 1D YVioue tar-nung theater• of war. It will 

prortde our armed force a w1 th tbe oruehing superiority 1D equi~nt 

llbich 1e J»eded tor eucceeetul operation w1 th a ll1n1IINII sacrifice of 

the line of ou.r fi&htiDc ..,, 
' 

total r.deral apendi turee 1 ucluding debt retlr-nt and tru.at 

3 

taDd dhbu.rM...,ta, for fiocal ,-.ar 1944 are .. t.1aated at 106 bill10D ~ ... 

dolJ.ars 1 net recaipte rtll U10\1Dt to 38 b1ll1cn dollar a under p-uent 

leSisletion. the reeultent defi<:i t of 68 b1ll1on dollars rt11 be re­

dueed if the Ccnareea cect. additiOIIal ....,...,.. leSieletioo. 

tbeae belie facta of tbe fiscal situation haYe t....andoua i• 

portmce for all of ua, ,. t it ia extreme~ diffia.lt for an indirtd­

ual to obtain these ........,. fisurea from our hi~ C<>lq)lex len and 

recorda. I bope tbat tll.1e ata-Dt will aid the public 1D wxler­

etandiD& the ll&lli7 1Dtr1cate faotore en 11bich tb~ are beMd, 

11.7 crilinal bud&et aiXI tbe eubaequant reco...,.,ationa opell1Dc 

out propoeed war expendi turea are combiDed in tbe three attaebed 

tebuleticne, table 1 l!b""e WJ:f reco,...datione to the Coneresa for 

tbe fieoal ,-.ar j ut atartecl, and the appropriatiODa and mthoriaatione 

a~ wted ftr the fieoal ,-.are 1942, 1943, and 1944. Table 2 

ci.,.a the IX!*'cliturea and receipts tor the fiscal ,.are 1942 and 194) 

(actual) 1 and 1944 ( .. eotimated lest JIIDII&r)' and ea rertaed 1D Jul.T 

1943). It also lh""• the effect of theee financ1al .,.rati0011 OD the 

Federal debt, table ) cine a .... e detailed breal<doii'D of the recepta 

aa .,_..bed in Table 2 , retleotiDc dl-ea in the tax atrnctare. 
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APPROPRIATIONS AHll EXPDIDITURES 

expression of our Federal progr..,. of action. Appropriationa are the 
legal baaia for incurring obUgat.iona and for the subaequent expend-
iture of cash. In m&J1T cases actual cash P"'YYII"nta are not made in 
the s... year !or Whioh the appropriations are made and in Which tha 
obUgat.ions are incurred. Thia 1a particular~ true in the caM of 
contracts !or war materia1s. Thus, a rather large portion of the 
total caah to be paid out 1n 1944 will be used for contracts and com­
adt..ento entered into under aut horit7 of the appropriat.iona ot previou.e 
~ars. S1adl.a•'y, appropriations !or the fiscal year 1944 will be used 
!or placing contracts now, but a substantial part of the work will be 
co111plated and paid for 1n tuture fiscal years. Hence, !or aey specific 
~ar, there are differences between appropriations , obligations, and . . 
cash expenditures . 

In aone cues when •· program auci?ii=lhii cC.otruction of ah1pa 
Dlat ext.and over a long period, the Conueao utillzea so-called •contract 
authorization•• in Ueu of immediate a~propriations for the tull expend­
iture ultimatel,r involved. Such authorbationa enable the ex.eeuthe 
departments to place contracts now, leaving the appropriation ~~ caal 
!or a l.eter tiJIIe when the lliOM)' will be needed to pa,y tha billa. 

War .l.ctivit.iea r General and Special Account• 

I recw.sended war appropriation& ot 100,711 111111on dollars in the 
fiscal ~ar 1944. Congress appropriated 97, 633 million dollar a and 

4 

... • 
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app&'Oftd 2,000 ld.lllCD clollara of OCDtract athcril&t1CD& 1n li.,. o1 

re-ad.cl appropriat1CDa, Tba aet remlt 1.a a redllct1CD ot l,C?II 

allieD clollara, 

t'b1.a redact1CD 1a di.atrl.butecl u 1bU..a1 ll'ar Depart.,eDt, )90 

llll.lllCD clollara J -raenCT war &pDoi&l, )87 alli ... dollar a J !ADd· 

:ta ... .Ldll1nietrat1CD, lSO ailll<lft clol laraJ ll'ar Sh1pp1nc Adld.Diatraticn, 

100 ld.lllCII dollaraJ &Dd 11&"7 ~at, Sl ld.lllCII dollar a . Concraa­

ei...al act1cm 011 raoo-..4at1CIII !iJr otbar the war purpoa .. 1a dia­

cuaaad 1n a lite' •ot1CD. 

ll'ar Act1'1it1aa• O«........,t CcrpcrattCD& 

'l'hl war aoti'liti.ae ol Gonr-t oorporat1o011 oonaut u1nlT 

or, (l) t1naDc1n& wiZ' pl&Dt taoilitiae, (2) purGbaa:in& critical 

•tan&la, ()) taoilitattac proclueU..., ot .. ..,u&l -ltUa 117 

1ncrarrinC loa•• 1n purcba• &Dd aall op:rat1CIIe, cr br ~t of 

1111bal.d1ae, and (4) aacellanao1111 operat1011e, S1noe July 1940, tbaea 

1IV oorpcrat1Cill ban W. war ~tMnta of 19,904 ailllon dollaraJ 

dia'tw'a_,ta, la .. caah reO&Ilpta, are S, S84 ailliOD dollar&, Dl 

tba decal ,..,. jlalt ~letecl, Dat Clltl-.,. tor war purpoaea _.. 

2,9'16 ld.WCII clollar&J duriDC tba !ileal ,_.,. 1944 tbq are eet1Mtad 

at 3 ,000 alllCD dollara, 

.La tba _, procr• dnelope, u the plmta rcr wtdch aclftlloaa 

,..... aada are acrt:l.aad cr d1apoaad ot, &Dd ae atoolcpl.lee are liQ­

uidated, OoYwn.Dt corporatioll8 are ra1JIIbureed. llaoca, for tb1 war 

p:r1od u a wbole, reO&Ilpta will otrMt a eca>eid .. abla portiCII ot 

OlltJ.-.,., 

5 
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Total War l!!!p!nditureo 

War expenditurea , including net outla)'ll or Oo'l'.-n• nt corpcraticna, 

MOIIIItad. to 75 billion dollars !or fiscal ,-ear 1943, 1n collp&rlaon wi tb 

tbo Januar)' .. taata o! 77 billion dollars, Expenditures were th.,.e!ore 

2,9 percont below eatiu taa, prill&rilT because coati o! production tor 

maey IIIW\itiona declined _.. than ent1c1pated. War production haa 1110ved 

b'ca the expert..ntal and pilot stage into aa.as production and bao ben-

etited b'ca tecbnolo&ical t.pi-OTemanto. Considerable wcceu hu been 

acbie•ed in translating these reductiono 1n coat ot produetion into 

actual rad.uction or contract pricee , 

The l00-b1ll1on-dollar expenditure est1-ta tor the fiscal ,..ar 

1944 ia baaed on pre .. nt legi.alation, perticularl)" legislation 'llbieb 

eatoblishea the pay and allowances or m8111bera or the ..,ad, forces. and 

which deale with prices and wages. It 11 a88UIIed that the reduction 

in production coata will lnel ott, but that no general increa.ae in 

prices will OCCW', It we should !ail i n our eftort to stobilile Uta 

coat or living, or 1! a substantial general increase in wage rates 

should talce place, war expenditures ""uld, or course, exceed. the praaent 

estiuta. Total war e xpenditures tor the fiscal yea.ro 1943 and 1944 

are oubdhidad. in the following toble. 

TOT.U. WAR IXPSNillTURES 

llunitione and conetruction 
Other, including odlit&r,- pa,-, oubaiatence , 

tra'f81 , and agricultural land-lea" 

Total war expenditur .. 

28 

$100 

(billiona ) 
ts6 
19 

6 
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Monthly war expenditures in June 194.) had ri.., to 7. 7 billion 

dollars , the equi...:L.,t ot m annual rate ot oT .. 90 lll.llion dollara. 

The total war program, 111easurad b7 appropriation• , cmtract au­

thorisations, and OavarllliiOilt CO'l'CI"&tiCII ooaa1tllanto wted since J~ 

1940 &IIOWlta to .))0 billion dollars. In ad<ll.tion, oonstruction au­

thorised in tar• ot tonnage tor increase and replace_,t ot naval 

7 

nssela will, it 1e estimated, require appropriations ot another l4 •• • 

billion dollars. 

Ot tbe .))0 bUlion dollara, 2.)2 billion dollars-. appropriated 

!or the .3-:r-ar period ald1ng laat aontb darifti which 2l2 billion dollare 

have bean obligated and most ot tbe remainder hae been earmarked !or 

complation o! progr&IDII alrea<IT UDder way. Onl;y UO billion dollars 

'-• hCOfevar, been actually spent ae ot JWMI 1J, 1943. 

Conan•• bas turthsr approp:"iated 98 billion dollars tor the fiscal 

:rear 1944, practicall,y all ot wbich 'ld.U be obl.i<:ated or cc>-s.ttad b7 

the and ot tbo :r-ar, ......, thoucb lmdl ot it '111 U be actually un.pen t 

at that u-. 

'!'he 11P1'M4 betwa., appropriatione and obligatione on tbe one band, 

and betwaan obl1cat1one lbl cub expenditure• on the other , ranecto 

the Mcel81t;r !or the Oavarnant md tor oontractore to plaD production 

1111117 aontha ahead . 

APFop:iations IIIII El!penditurea tor other Than Diuct War Purpoaas 

'!'he largest si.D&l• item ot appropriation and upenditure !or other 

tbaD direct war Pllll'oess 11 interest Cll tbl public debt wbicb b:aa 

r1HJI rapidly baeauoe ot boaT)' war upendituru. Intareet 1e eatiated 

at 2,'100 llillion dollar• in tha t18cal ,.ar 1944, u c~ w1tb 
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1, 806 cilllon dollars for the preeec!.ing ti~eal year. We are """ 

!inAncin& at an averv.e i .nterest coat on new money or leas than 2 per­

cant, si.nce pereonal and corporate income from all new issues is fully 

taxable, the net cost is even lower. 

For all reoaining activities of the f'ederal Government in the 

general and special accounts, lilT ori&inal and oupplenental appropria-

8 

ticna tor the year just started a:oounta<l to 4 , 745 lllillion <lollars, as ,~ • 

~pared w1 th ap!)ropriationa by the COngreu of 4 ,630 c1lllon dollars. 

The concresa <leeided to discontinue iJ:ae<lat.ely or in the near 

future the following agene!es or activities: the National Resources 

Plannine Bourd, the Crop Insurance pro(lJ'&M, the Home Omers' Loan 

CorporAtion, and the Bituminous Coal Division in the Depertlnent of 

the Inter i or . The Secretary of Agriculture bas not been authorized 

t o aake commitments tor parity payments on future crops or to make 

incentive ~nu to incre&$e &(lJ'icultural production. The prou"" 

o! the F....,. Security Adc1nistration baa been curtailed. 011 the other 

band, the COngress appropriated more ~ban I rec......,nded tor SC>IIe itau, 

ouch ae toreat protect-ion, research in steel resources , reelaz!lation, 

and flood relie.r and flood control . 

Expenditures tram the general ~ special accounts for activit1es 

other than war, interest on the debt, and statutory debt retir-nt, 

it i e est1mated, will Br.lount to 4,))6 million dollars in tise&l year 

1944, Which will be sliehtl.y above the prior year's expenditures, and 
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15 percent less thml 1n the !1sc&l ;rear 1942. The lt:>at important 

incroesu over the tisc&l ;rear 1943 are tor veterans• penaiona and 

bone!its, r.tireaent tunc:~a, and ratunda. Ratunda &lone are now 

estimated at 282 adlllon dollars above the fiscal ;rear 19431 ot thia 

incraaae, 233 lllilllon dollars ot riae betnen January and pr.sent 

-•timatas i a attributable ~ to adJustments tor over~t c! 

1ncocoe taxes under Current Tax Pa,yment Act. 

SI:!!!ISI:rl of Expenditures 

The !ollow1ng ~ulation, derived fro"' Tabla 2, Sl~SarUes 

aggregate Federal expenditures from general and apecial accounts and 

by Government corporations 1n tho fiscal year 1943, end tor tbe fiscal 

yaar 1944, as estimated last January and as now revised. 

EXPI!IIDITURES 
!XCLUDDIO DI!BT R!!'l'll!EIIEm' A!ID TRUST PUliDS . 

• Fisc&! 1944 o Fiac&l 1943 
: Rriieed • J&m.l.&r7 : .t.ctu&l 
• Eetiaatea : Eatiaates • 

Claaait1cat1on 

(III111ona) 
War activities: 

Oenaral iand apeci&l eccount.s m,ooo m,ooo $72, 109 
OoYVIIMnt corporationa (net 

ot INicaipte) .) ,000 2,693 2,976 
IntaiNist OD the public debt 2,700 J,OOO 1,808 
Other activitiaa: 

General and apecial accounts !I 4 , .).)6 4,124 4, 262 
Oovarnntent corporations (nat 

!11,16? !/1,4?0 of receipts) .309 
Total expenditur.a $105,869 $10?,126 $?9,685 

!/. Excau of r.ceipts over expenditur.a. y Incluclea .)61 a1llion dollars of INifunc:la primarily attributable to 
· the Current Tax P...,.ant Act Which ba4 not bean enacted 1n Jaduar7 • 

To cletaraine Federal cash P'Q'118nte to the puO: .c, it 1e necea....,. 

to add to tbe above expenditur.a truat tund dial ur.-nta to t.boa public, 

9 

• • • 
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and t.o subtract II&Jor intrii&Ovenaental. tranaactions, such aa interest 

~nta b;y the Treasurr t.o truat tunda, 1114 the acczoual ot intereet 

on ea'finge bonda. When these ad.juat...,nta are ude, t.otal. cub ~te 

t.o the pubUc in t he fiscal ;rear 194) anoount t.o 79,317 aillion dollare, 

and are eetilll&tad at 105139? million clollara tor the tiecal ;rear 1944, 

RECEIPTS .t.HD llBBT 

Receipts t Gel'lltral aDd Spacial Account• 

Actual net receipts a..>untad t.o 22,072 aillion dollars in tile 

tiacal year 1943. ThB;y ...,re eatl.aated tor the tiacal :rear 1944 at 

))108llllillion dollare last J&nua.r)<, and are eatiaated at 38, 1.48 

million dollara at this time. 

The inoreaae in the January eetimate oftr the previoua !ileal 

year was attributable t.o the Revenue Act ot 1942 m d to greater buai­

neea ~t1v1t)' and higher inco~~ea t han ant1o1peted. The further in­

cret.ee ot s,WT lllillion do1J.are between the January 1114 ~ eatiaatee 

!:'iM'"""i>r~ because ot larger collection of c11rect taxes troa 

indi"ridual..e under the CUrrent Tax P~nt Act ot 1943. This .t.ct ad-

vancae the elate ot pa.y.ent of inc11 vidual inccao tax on r ising in-• 

and requiree partial pqaent of the uncancaled portion of the 1942 tax. 

At the time ot peesage of thie .lot it waa eotiaated that collections 

lor the tioc&l year 1944 would be inoreaeed b;y approxiaate~ 3,000 

lllillion dollars attar retunda for over~nt. 

J. nonrecurrent increaae o! iaportanee in these collect ions ia 

accounted tor by the regulations iooued under authorU;r of the 

recent~ enactad CUrrent Tax PIG"'"nt Aot, requirin& .onthl;r rather 

10 

• • • 
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tbaD Qll&rlerl;r ~to into the 'l'rMIIIII'J ot uoounte 1111. tbheld bJ 

emplO)"ere. llenoe, tb8 anticipated leg 1n po.~te tor the tiee&l 

year 1944 will •ount to oftlJ one 1101'1th 1Mtead ot a Quarter rS a 

,.,ar. 
ll1Mct taxee on corporatione 1n the decal ;,ear 1944, i""luding 

the poetwar cre<lite , are eet.1Mte4 83S a1111cn dollars l aorer than in 

J&l>u.&t'J. tlllderl;ring this change 1a a reduction 1.n tb8 anticipated 

71el d ot the excese protite tax, otteet p&rt!.all;r bJ an incr- in 

renwe b-oa corporate noraal tax .,d eurtax. Factors aeCOUDting tar 

thie chan&• include raliat pro't'iaiOM ot the exceee profits tax in 

the 1942 Rennue .Let, Ule reneaotiation ot war ccntracte, and changes 

in the outlook tor corporate protite. Larger estill& tea ot llliacelle-

neoua receipts are due to re111nda arisil\ll trca r&Digotiat1on ot war 

eontracteJ theae re!wlde are DOW e:r:pectea to be hicher than waa eat1Mte4 

Total receipts ot general and apo.cial acoounte are expected to 

aaow>t to 40 , )SO aillion dollere 1n tiecal ;,ear 1944. Thie ~ 

includee the a OUDt oppropr1ated to the old age and eurrl't'ore' in­

nr.,..e trust lund, and poetwar credits tor exeeee protite tax aocl 

'riotor7 tax. Both ot thaee are currently oollectea but repreeent 

claiM againat the Federal Clcwemaont -.bich are deducted to arri•e 

at net recsipte. 

The toregoins diecuesion hae been bued ent1ral7 on recsipte ot 

a-ral aocl •cial accOIIDte. To calculate total. recsipts troa U. 

pubUc it 1e Dlcea....,. to include reosipte ot trust acocowlte and to 

11 

• • • 
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uo1u~ tr-tero oueb ao appropri&ticco to t.Not accollllto, an thie 

balio total Federal roc«1pt;o tro11 tbe p'llbl1c wvo 25 ;;n4 111ll1on 

dollare in the tie cal ;y.ar 1943, encl are oetiatod at 41,898 llill1.on 

dollan tor 1tle 11ecal ;rear 1944. 

Public Debt 

Tho direct public ~bt , u cludilll oblipticce of Qoor...,._,t cor­

pcraticce, aowttod to lJ7 bill1Cft dollaro en .lime 30, 1943. Unlooo 

additiCftal tax loQialation 11 enacted, tbe ~bt 'ld.ll incr- ~ bill1cc 

dollar• in ti.ocal 1944, brincinc t.bo public ~bt to 206 bill1on dollar• 

'117 June 30, 1944. Clw1!eo in tbe caeb workin& balance m;q alter total 

debt a ,.ar '-oo. 

1'be increaao in tha direct Federal cjebt do .. not onl;r reflect 

bcrrawu>& trr:a tbe public, Qoorern.nt truat tu.ncla, eopoci&l~ tbe 

ecci&l oecuri t7 truot tunda, are acclall&Una a to.porary Sll'Pluo in 

periodo of high •pl.,aent and low cliabur-nto, .tdcb ia inYeotod 

in Qoor..,.nt bolide, Tlw aurpl.ue renooto clat. ot benerici&r1eo 

apinot ' the trust tualo and ia, of courao, a liab111t,' ot the GOYern­

Mnt enn t.boucb eucb iDYeetaente in Qoore,.,..,t bonds reduce tbe need 

tor bcrroorin& troll the p'llblic during t.bl war poriod, 

on. incro&H in tbe Federel ~bt includes the ohli&aticce i .. utd 

in lieu ot ~bt retired b7 Qoorern ... t oorporaticno , Tb"'e oparaticce 

r eduoo tbe contin&ent debt and ocrroopondin&l7 incraue tbe direct 

debt, 1'b.,- repreeont refinancine rather t.ban new t1nancin8: . 

BcrrCIIIinC tr .. 1.alidcluale ...S inetituticce _..ted to 61 

b1.111cc dollar• dnriJI& tbe tiocal ,. ... 194)J it 'lll.ll •ount to '63 

b1.111cc dollar• in tbe !1~ ,. ... 1944 'IIDllee addit1ccal re•-

12 
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leltiolation is enacted, Both amounts include that portion o! postwar 

credite ageinst excess profits an4 victory tax ~nts which will be 

claiJ!Ied after the war . 

TilE ECOIIOIIIC IUP.I.CT 

Oovernmental spendin& o! over lOO billion dDllars a year baa 

D&jor repercussions on the econ~. The amounts spent become inco•• 

13 

ot corporations and individuals. It expenditures are financed either , .. • 

by taxing or by borrowing actin tunda, the TolUM or spendable t'Und.e 

in the banda o! cona.-rs will not incruae. It, however, expenditures 

are !i.Mnced by bort'O'II'in& trca banka or by borrawinc idle f'Wida, the 

ependable inco""' in tbe hands of co,....re will increase greatly, 

Individuala are expected to receive incomes approaching lSO billicn 

dollars during fiecal year 1944, over twice the income J>liiYlllents td 

individual& in fiscal year 1940. such a huse rise creates a tremendDuo 

increaoe in demand !or goode and eervieee. .1. coneiderable portion o! 

thia enlarged incocoe and demand !or &oode reeults troa !ull eaployment 

ot 114n1 .UUons o! workers 'IIIlo....,. !onoer~ either unemplored or 

underemployed, or were not seeking •ployloent in tbe years before tbe 

detenae and war ertort. Such persona now ha'f8 money to buy more neces­

sities and even luxuries. 

The Government directly or indirectly is e11plgying 1110re than one­

hal! o! the total labor force either in llilltary service or in war 

production, In view or. this tact, eooner or later a draetic reduct ion 

in tbe eupp~ o! good3 and in the aervicee available !or civilian 

coneu.ption was bound to reeult, Theee !acta did not ll&lce tbeaaelna 
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tel t 4111"1111 tbo earlier phaaeo or the cletenoe end war ett'ort becawoe 

our IOOIIOIV' •• l:'1lJU'<1n& tar below ito oapo.oit;r, Ind1111trial produc­

tion (•aeured by the Federal Reoerve i..Sex ot production) increaaed 

b;r 68 percent troro !ileal 1940 to !ileal 1943· Thwo we -.re able to 

increa .. war production and cidllan production at the - tiM. 

In recent .ontba tbe index ot prod1.lCtion hae not incre&Hd eubetantiall:r, 

llbich indica teo that ... are opproaching the capo.oi t7 or production with 

our aftilable -.npc~~n~r. 

I clo beline, b""ever, that a t\lrtber increaee in production h 

poeoible 1! CloY....,..nt, -.nag1111ent, nnd labor conotructive]¥ taclcle 

the proble• ct tbe .,.t etrectiTe uee of our resources. Thio lbould 

be our objecti•• since we shall reel the tllll illpact ot tba c:urtail.Mnt 

in leu es .. ntial oiYilian aupplieo ae our lars• cuebion or inventories 

<lieappo.aro. 

lie •wot recosnbe clear]¥ that war e>q>enditurea are creating .., 

inarea" in t he dlai.Oild tor ciYilian sood• '111\ilo the suppq ot the" 

ft1'J' goods 1o decreesins. 11an;r of ue •uot reduce our accueto.ed etatd­

ard ot liYing durias wert!.• becawoe ct the a beorption of a large pc:r­

tian ot our labor terce and· labor reserve tor war service. A reduced 

ltandard ot liYing 11 duo to the titanic war effort and not , ae e.­

po.opll believe, to taxee , rationing, and other go ... rraental ccntro1e , 

Theee -.trole are .,..,. • ....,. to acbien ll&ld.- war productioo, to 

a11ur1 equitable diotribution of tbO &ftilablo oiYilian Slpplieo, and 

t o prnent eeoi>OCe collapoo a.tter the war hae been won. 

14 
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11e .U lcDow that 1t t&lclea ac. U.. to craMlM a war eo~ 

1n tile • oet ettectiTe ~~~&~~Mr. 1le len.,.,, toe, tbat oontrcb aDd rapla­

Uone illp};r 11111J inCCIIIftniiDCII which ... COI\It&ntl;r try to raduol . 

eurtailante aDd incCIIIftnienoae cannot ~ aft<l.dld U w are to help 

win the war ld.th a '"'"'- o! eacrU1oe 1n h...., We. lcbocl:r 11a11te 

to jeopardise dctclr7 or cauae .,.oidable loee o! We b7 wag1nc war 

'11th an i .nn.!fic1ant naber ot troopa , '11th poorl;r trained trcopa, 

or '11th le11 than thl beat aqul.paent ... can procluoe . 

I raoo-ndld in .::r Budcat lleaaace laat Jan1111'7 a tzul;r etiff 

procru o! additiooal taxes, Mdn&a, cr both. I continua to lllppcrt 

that procru. !be coat ot 11'01DC OUIDot be etab111cld 11Dleaa price 

and .,..e oontrola are lllppcrted by a t'Urther ~batantial abeorpt1on 

ot purc:ha81DC powr u a deterrent to blcld1nc llP pric .. and raeort1111 

to the black ll&l'klt. !be altematin to etab111Mt1CIII 11 intlation, 

and intlation h tile~ inlqu1tabll •111 ot dl..trlbuUn•~•cea...,. 

nrt1M COU'taiaente . In1'laUCII\ ehUte the .tuU burden to the ahouldara 

ot the people in the ""akeet bar&ain1nC poeit1on, the people 'tlboM in­

eo.ea do not riea '11th incn&lilll prices. In1'lat1oo allo reducee pro­

cluetioo by cr•t.1nc lllll'lat and hict1oo. 

A war proar• inYoldne 100 bllllon dollar• ot gpenditura dmna 
tha ,.xt twl"e aCII\the 1a, I repeat, a a1aant1c national effort tor 

nctory. That cr;penditun prova -t ~ blci<ICI up by a r...­

proaru o! n.tfici .. t liae to .alee """ t11a t .,.. do not dierupt our he.. 

hoot aDd that w clo prepare thl n:r !or an crderl;r trM111t1oo to a 

fUtnra pe&OI eCOn""''r • 

J'Jl;f '¥1. 1943 

15 
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COUPAAATM STAm:tm OP ~U.TIO!IS 

tor ti"A Tt1c.al IMI"f 1944, 19-C.), Mel 19Q 

( l:mludu r.-ppropriaUon. ot llMJ:I*Idld b&l&no .. ) 

1 9'' 
Cla.tt.lfication 

~proprla ted 
.&.pproprl.aUorA 
fteocx:nu:d.d l/ 

OSltlW. JJI!l SPD::UL AOOOlJltfS . 
~u ............................... $S9,0J6,297,S?l ~S9. 426' u.s,""' .............................. 3/ :n,Q7,,S,l98 29,488,)6.),000 -.......... . ................... 1,289,'780,000 1,289,?80,00) 

•-:!~ ·················· 21 2?'2 1 )S01000 2,372,)SO,OOO 
Lerd--Le&!le , , , , , , , , , , •••• , , • • , • o , , ••••• , , , •• , • 6' 2?)' 629 ,ooo ~:~·f.!:~ Q1.hlr •••••• , • , • • , • , , • , • , , , •• , , •••• ,, •• , , ,, , , , 1 lO 8 8 

1o~ •u aeUY1U.t ........ ,, ... , ••• lD0.711.<2S.l92 

lnt.e"*•" on the oubU9~ • ••••• •••••••••••••• 2 2 

~~act1!ltJ.e11 
L~t&u.,. ••t.abl.ialaent. ........... , . . ... . , , 4S,61S,S4J 45,786,-UR 
fht /lld1Ci&r7 • • oo o' ooo o • o • o o o •••• • o • o • • • • •' • • 12, S)0,,90 u,otn,w.s 
l:l:ltc\1\.1.,. ott1ot of' tlw Pl"eli4tnt. ••, ••••• •• •• :z,:a2?,690 ) , 1.48,190 
C1'111 <l"f)&l"tcctrlt.t and •rtnoial ••••• •• •••• •••• 994,492,084 980,967.829 
~lit OffiCI <ll.neitftC'J' , •• o, o,,,,, ••, , ,. , , ••" - -
D11tric\ o1 Co1\llbia - V~Ut.ld SW.t.1 lh&l"' ... 6,000,000 6,ooo.ooo 
flt.tl"*onn 1 pana-101'111 a.nd ~!'ttl •••••••••••••• 88),0)0,000 88),0)0,000 
Aida t.o "'riOult.u..re . ................. .... .... 808,4S:Z,2S9 91S, l78, S8) 
.+.141 to JOV.\b . ............... ................ - -Sod.IJ.- tl¢llri \.7 proc;rta ......... . .. . ......... 482,0)8,000 S00,866,000 
•or1: reUe.t , •• , , ........... . .... , ...... , .... , .,.,,,. 1,~.000 
!lt.,..,. .. ... ... . ...... . ...... . . . . . . . . . . •••••• )61,20),000 )61,204. soo 
tt.tt.r.ent t\lnd8 , . . .... .... • ••••••••••• , ••••• 41.0,041,600 440,041.,600 
St.&t\1\0t'J' public debt Tet.i,_.t ............. 

foWl ot.hc.r aet.i'l'l\J. ................. . . .... I/1 •• ?J.? L.7<0.lt.8.7a7 

Tc\al, sen~~,..} and ~a.l aceou.nt41 .. 104,962,su,m 1De,1St.,S9J,899 

tRlJS? At:OOtMS 

tlnmp.l~t. tnut. f"'lnd • •• •••• ,, ••, ..... ..... , , 1.,476,530,000 1,476,530,000 
fed-l cW~ and Nr'l'1~1'41 i.tln.J'IIIC>I lW'I4 ... 1,74:z,895,000 1. 742,895,000 
1ta11re&4 ret.1.rt.en.t t\I.Jv1 •••• ••• ••••••••••••• • , • :Z48,44S,74S 248,445,?45 
tederal ~lor"• f'lt~t 1\lftda , , • • ••• , •••• • 4ff1 ,806,600 UJ? ,106,600 
C-.ocllt)' tlA.Ilp tNtt. t'llnS .......... ........... - -OU!e.r tNit. 1ceou:nt.a , , , • , , , •• , •• , • •• •• •• ••••••• 

Total, tN.•t.. acoounta , , ••• • , •• •••••• , L,8)l,0'71,,490 411)l,O?L.490 

16 

194) 1942 
Appropriat..ed. .............. 

W,8?8,9U_.,S'7S O?'S,5'7 ,61?,948 
23,8:U, '19l,SW 18,686,60),1.28 
4,98S,l67,615 2,)6018lD1612 
1,148,)60,417 2l.S' 190 ,ooo 
13,~.~ ~~~~~~~~~ 2 .. ,. ~- ' =···· '"·""' 

1 ... li0.»6 1~ . 
)2,017, 221. 29,699,89S 
12, 680,)4) 12,/D9 ,'1S4 
2,644, l'02 2,364,620 

l,.t.84,:zo6,49? 1, S2'? ,698,232 
)8, 848,0$8 2s,468,m 

6,000,000 6,000,000 
60),589,5171 6C77,S)),9a7 
7l,S, 8J0,375 1,102,610,722 - ))a,m,ooo 
S4S,486,5.S5 S06,935,692 
285,084,000 885,905,000 
7J! ,oos. 'XlO 8S,006,):10 
~.~,800 ~:~~~~ 

L.719.:001.<L2 • ... 1.9<'7.786 

81,5SS,667,947 us,o56,607,91.0 

t,m,su.,l60 l,:Z43,297,663 
1,190,£05,11.6 939,99?,862 

220,ffl,&49 lt.),99) ,0S9 
17!J,601,6i.9 22.2,$28,7S6 

~~:~:~~ ra:·~~::; 
),939,.498,582 ,,16"1,))},661 
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O::WWIIVS STA1DID'1' or UCI1PTI AJC! IUIJUliiOIItS 

, _. UM rle-.1 T.-n 1944, 1943, Mil 1942 

llt ... t\ ~· .. ld"'~ ••••• ••• •• •• •• •• • 
!J11"1G1. ~~ oa OOI"PP"t.loftt •••••••••••••••• 
c.ctu \&~~itt' ••• •••••••• • ••• •• ............. •• -:u.,..n" WM , , o o, , , , , , o o o, , o o o o , , , • •• , , , 

~ .................................... . 
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NATIONAL ASSOCIATION OF BROADCASTERS 

1760 N STREET. NOlTHWEST 

WASHINGTON , 0 . C. 

Augua t 1, l9U 

The Hoaorable Henry llor&anthau, Jr. 
Secretary o!' the Treasury 
Waahinctan, D. c. 

Dear llr. Seoretary o 

thia 11 to thank you tor you_r prompt action in answer 
to ley' requeet concer-ning dea1g.nat1on ot your new• conference 
•• either "newa canterenoe" or "pr••• and radio oonterenoee ." 

You may bo ouro tho entire radio industry io being 
adviaed or th1a cone1derat1on on your pert, and alreadr we ha•e 
reoo1Ted many letter• and calla or oommeod&tlon tor your action. 

Thia •e&na a great deal 
yo\1 .._, a:•ll mea1ure. -

to ua. and our appreciation 11 

With kindeat rogardo, 1 .. 

CJW11~ 
Walt Donnio, Chi ot 
!lAB llewo Bureau 

2 
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NATIONAL ASSOC IATION OF BROADCASTERS 

1760 N STREET, NOlTHWlST 

WASHINGTON, 0. C. 

July 26, l94S 

The HCII'Iorable Henry !.!orp.ntMu, Jr , 
Secretary or tho Treasury 
~aoh1n(ton, D. C. 

Do&r llr. Secretary: 

'lbil 1a a hl&ll roquoat 1n a t1ao or b1& things, but I lcnoor 
you will 51•• it your usual gener oua oona1derat1on. 

The conter enoea you hold ~ith newapaper and radio reporter• 
are generally referred to aa "preaa" oonteronooa . Thia does an injustice 
to what i a n011t the great est nn1 medi\11\ in tho world - re.dio. 

. I r ealbo that the word "preea" may be consider ed now to have 
a senaral moaning and net apply opoc1t1oa lly to ncwopapera 1n coMoot1cn 
with "pre• • " conferences. but we offer a n oa1y way out -

S\bat1 tute tho word "newe" to • k• "'new a oonterenoea" or 
n&JDe th• "pre a a and radio canfereneea. • 

The radio indu.atry thr01>gh 0\1" uooc1at1on 1• being ur&od to 
orrecrt th 1a chant~OOTOr &nd to od1 t all copy rcr broadcasting to road 
•newa• conference, •news• eouree, or •n.-a" a aaoc1atioo, etc . 

We, •• the association repre1entln~ t he brcadcastiD& induatry. 
atk: your oonaideration em this matter, a.nd we haYe enclosed herewith a 
oopy or the official reaction of t ho ~hlte Houae to ow request tor your 
1n torm t1 on • 

With the kindest r egard•, I am, 

Slncoroly youra, 

(J(J)j; ~ 
loolt Dannl.o, Chiot 
KiB Nrwe Buroa u 
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THE WH ITE H OUSE 

WASHIN GTON 

Ju}Jt 1, 1943 

Dou Mr. Donnh: 

'l'hh le 1n ~c:lalovl~m~ of your letter 
of June t,.ent)'-nltltb. The """,xe•Uon t br t ~·ou 
CAke l a entlrelf contl~tent &Dd ln ~r1~cl~le I ce 
quite v1lll.ut: to /!:0 ~lone wHh rou.. Aceord11l(;ly, 
ve rill here11fter et the \ "hl t t Kou~• d.eP.lgn~tte the 
freeldent1 e s tilted r.eetl~• vith the dev~ ~tler~r~ 
ea •pre t~~e 11nd re.d1o contert nettt*. 

Y.r. W'llt DennlA, 
Chlef, 
lfe"'" aureeu, 

Very d neerel.y :row·e , 

llPt10D.Bl Az,.ocietlon ot ~rot'dernttra, 
1760 U Stree t, t:. W. , 
\loshl.a.<ton, D. 0. 

____ ,.,._ -----
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BR!TISK MOST SECRET 
U.S. S£CRET 

OPT Fl. No. 252 

COPY NO. 

Information received up to 7 a.m. , let August, 1943 . 

Motor gun boe.ts bombe.rdod n.Uwo,y objoctives at GIARDINI, North 

East SICILY, on 27th/28th. On 29th two or 11.11. Cruisers with 6 destroyers bolo-

be.rdod reUway bridges south or LOCRI. 

2. AIR QPiliATIONS 

llfSTER!I FRONT . 30th/31st. REMSCI!I:ID. 693 tons dropped inclll<il1~ 

406 tons or incendiaries. Wenther cloudless, but some bazo. Bombing rather 

scattered at tlrst but fair concentration ochievod later. Very alight A/A 

objoctivo and not many s earchlights. Photogrophic aircraft l p.m. 

reportod much smoke rising mainly from westorn port of town to 15,000 teet. 

)let. A totol of 107 uecortod ~:~edi\llll end fighter bombers ettackod 

7 airtielde in Northern FRANCE. Enolll)' Cl>SUilltiea 2, O, 8. Uliod ),•'"'Q~· ··- -· 
31st/1s t . 10 oneJ!I)' boelbera operated off and over the East Coeat. 

1 wna destroyed by A/A fire . 

~ ...... (I) ..,. .... ..., -Q: .... ... j 
~ ... ~ ~ /!:"' o>- ... a:: "' "" ~ f 

... 
! ! 

~ ~ t' ~ 
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TREASURY DEPARTMENT 

INTER OFFICE COMMU N ICATION C OJ'?IJ::"'!'I.\1. 

DATE Au -ust 2 , 19' 3 

o,) e '"1t-f"r. : :'i.e sud~en ourter or ::uasf)l1n1 , :me tl,e 
c~ n:1n · unur~e 111 :,o-,eo tor t t•el~>t1vel:: short 

• ,. , ~nler ·C:t~d n &."ucr~ d~cllnt• 1n f'toc'' •ric~" lt>st : c,.· . . 
• c:l.orP ..,n Sctut'di.:t , 1ndustl'1 1 r nd r.:: 1lro~c etoc·· 
:.:len r·rer.:: e£ '·ere do1·n 6 lPrceo:.t 1 nt! l"l ""rc~nt , :~es':lec­
~lve,:' , tro' t·ee::-er1~11~r lf'V•ls . .Alt •. o ·· tl.P :1.Cert 
cclinec ~ccurred in co- cc11Pt: "''t.r" "'toc~:f , 11 Je er: • rtoc··o 

, lc? "ro., . 1f • .. _r-'!.7 . I n Co'ltl·r ct to t:• · 'eL ·:nPce in ctoc': 
:.·loec in ::e'. ::or:: , 1n~1uFttr1 1 otoc' .. )P1cec 1n London roce 

to t ,,. 1•1 1tect 1Pv~?l since 5E' >tl" .1t Ol' 1 , 1 37 . 

• • •P r1tur tion: ~.'h1le the u>:>!,or·vrl 1:1 t:1• I t.11t n ')'ll1t1o; 1 
~1tu: tlon cc.usec'. E mof.err t o dec111lco in • ,l' t.1n rnd cotton 
w1ooo er rly 1n the uee!; , oorl.lod1t:r n•iorn ltt•r et ec.clird 
r' the FiLS index or 28 bt aio oo.t:llod1tiG" ollo1·e~ little 
c .en • fOl' the 1•ee': . T'1 .. rll- co•·••oC1t:· 1'1<'ex in the Peel: 

n'O• JU''! zl l'l.S unc;~t'n ·e(l tt 1~2 . <' ")Pl'OPnt Of t:!e 19~6 
vel't~ e . Ft•o:t :li d- June to u1 -- Jul,- t. 1'1 P~: o'f J!':!.Ce"" 

.. "tCt-!.'1• ~o. y f:'r J8l"~ ti.ecl1.t·•d. 1 .1 lrro,. n" , ll.l'"o:.1n ~ t1~e 
f1l'tt dol 11turn 1n five .1ontl:a . Dec )1 te tl.P ecl1nP , t .. e 
1 e:· 1 to sti ll 22 J)el'Oent nt.ove lt ct yetr1 £ l,.vel. 

:.11 chot·tr ·e : A ::~il:: e!,ortu: e cr))et..re u:~el: 1n cert . .in 
ceotl ona ot t he countr:r t· .1e tc 11 . ~.1lile ·.111< J'l'O:luctio!" 
tn th~ t i rc t six oonthc of thill :~eu.• 1 .-s t.l>out t!:e same us 
1n the correspond1nb ~eriod ot ltet yetr , the EAC est1~teo 
thrt 1t mny be 1 t o 3. percent l>el011 19'·2 levels i n the l nst 
e1x mon ths. I ntl eX1b l l' ..,rice collin c end t. c".ef1c1ency ot 
feed -rt 1ns nnd ;?r otein !erda N'e fuctora tendi n" to reduce 
m1llt produc t1on . 

IPttil t rr•t\e : Sales cont i nue to l'Ull 1·~11 ri.ove lest yer.r ' r 
ll'vel~ , 11th ~ e>:>e.r tnent atore onles in the t.ee!t enc' et. 
Ju)y 2' ri ~in•· i~ nerot>nt ctovP tl:e Ct'll'l'Popon~.inr 1 eelt 
lr ot ;rPfl' . A11)tlre1 s t ore c: len ln ti:f' "1rrt !.rlt of 1°13 
Poc.re · t, r record ::-..1 ·h 11t h r: \Pn nor.rl:t ·oui>l e the lev~l 
~ol' th'l :•«>n' 1e39 . Cl:n1n eto1•er. 1n tl:e •econli (IW!.rter ?t 
1. l·-. ( coount~d for 2Q . O 'lArc«>nt of totr 1 • n.,rr<>l rc 1 e~ rs 
co ~ rPd to :;1 . 2 -o<>r cent ~ ;,•e1 r e 1•11cr . 

... • 
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lener £1 citutti on 

'l'hn t~u~c.en clo\.nf'!tll or !iucool1n1 , c n6. r.cco:J.:x:.nyinro 
• .. moePtn111t1es ove1· the 1 .• 1,~edit•t o course of 1nternct1onal 
~ovrl .. o x~onts , u >oe t the s t ook llllll'l'et l ast 1 ee;t , c :tused 
!• irly he<•vy liquidation of second- ~Tude r n1lr ond bonde , 
I nl\ )rOr.l!)ted olOdernte sellin3 Of 001,0 OOI~lROditlee , SUCh 
c c ·rt1no .. I n c.C.t..itlon to ot her :!'tctoro , l•lnny troders 
r:~d invectoro c>::>?e.rently i nter!)reted the l:•test turn of 
event~ in Itrly rs foreohl'dO~'lnr o lODd't.le e::crlier t bfn 
t'" occtcd end Of tr .. e t •ar i n Euro;>O , l nd too:t ste"')C to reduce 
~o n1tJcntc ~ccorc1n:ly .. ~e~ryorc~11y ~t le:ct, recent 
o 't~:11stio cc.r::et e..:;>;>r:Uso1 of ':ll'OD?ftct1 ve ':lr1ce end 
~ t:"1 ""· trenrs t-}>ec..rs t? :~ve 1v~~tn ,., :..' ~o conc1<3".err'lp 

• .cort i 1t.· ov-•r t :...e econo 1ic t1 -nlt'lo· nee o:: :::W."'-:>e:!'! 
:11t~e t ~eVPlo~ente . 

It l'f!t:t:·1no t.a be seen \.r.etr."r t •. r ·~~.·~· , .. _., t;,.r t~::e 

t •1 rt 1'" ·1..1e 1111 i:Jorec>•e )Ublic COl'>lccenc:r i n tl~e 
>.':lCeoution of the ;:~.r -,ro<;r "" , but " 'E Clot•.ii'IIt n ::elson 

n: >l'OC•f'd ferre t o t l..c_t effect Ul'1n' the ,, r t 1'ee:: . The 
o >rl'Ct1n• d1f!'1cult1er of the ot <'el 1n<.uct1':' r.r1a1nc fl•on 
tt cot 1 nt1•i!tes no1·· t.:ne: .l' to htove been ove1•cone , end 
•ro• uotlon lr ct t:ee:t 11c.e cchedu1eC ut ;)d nc1·c~nt of OP")IlC1 t y 

• n oo3"red t o only C)O . ; ')et'ot>nt r rnnnt l : ,o . Decoite tl..e 
CAer• t1on r)f 1: bor trou1>1Po in t!'P ~in•, , coc1 ~ro<uc'.;ion 
1c till runn1nJ ui.out l.OO , OOC> tone r. • ce;, •ho--t o:: the o:>:•e­
ctl•i'te cvcl't e . ::evertheleae , 1t 18 no1. e· ><'cteC. t:..E.t coc l 
•·. t1on1n ern l:,c .. voidec'l , · nile -rUl"t . .~.-- , .. 1.1 ~:oovrl:lf'nt in ::r.:::t 
Jo: Lt oil ru 11ec ">o i nte to • a e. l'1 1 .or~ •e in -~ co11ne 
.~ '..ot:lents to c1v111t.!'!t i n tlu:t 'l'e- . 

Stoe:: "">r1eec l.ro > P~ .. r ..... :!. . 

.• !t,.l.• l.'et c;.in~ ne\ !-.1 :"te fot• ~.e :c r in a i d-July, 
"toe,: .,r1cec cubaequently '"ue n to c!.o\ s1 !to o!' e:- ri:tC , 
• u:. i n viet of the lon~ rice ::::-o.t ~: e An•11 1942 1o~ e , ~n 
1noret ein• no t e of cr.ut1on recentl~· be c·n to c.??err in 
O'l•culftivo conment . ·.:ith ti11o u:o': ·roun< , t'1e cud(len ou9ter 
of thC' I tr 11: n d1ctc tor ov e1• thll 1 AC '-ene cc.ur;ht the stoc:t 
, 1• et b.r cU1' ;'>r1ce , r.nd etoc:cs (ecl\ nPC. rl..t r.,l:r on 1ncrerol n..; 
volu 1~ 1n the ecrl y !)E!.I't of the ver:· . A brief r~ly around 
..,iC:-~·ee•· 1'· r :!'ollo>·led by 1'ur th~r 1 e1 'mec~ , t.ne ot tl~e cloee 
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?n J; tur<1t y 1n~.u£tri£ 1 stock 'lr1ceo \.e1•e o oercent lo>~er 
t .. : n r \.ee:t tot.rliPr , ~Chile rnill'Ot'~ r.m: utility stoc!ts 
s ,.,1 eA oorrn n'lond.1n(: declinec of 10 '>Ol'Cent t.nd 7 percent , 
.... '~ctive1:• . Ae sho·.m on Chlrt 11 tl.e loan for t he uee:: '•I<.B 
... e ol , r )OOt ainoe the loll(; U1l8\tin:; in l!'1Cee ('Ot under t:C.y 

ln LrY 19! ? • 

.,-;,il" roilrot c.l. stoc:a> tnd t)"'l1Ct•l 11 \·rr" stoc::e i n t he 
l .. cuotr1• l t.;l'OU"> ri>o~:eC. the ~Cidest deol1nl'o 1 eo-c<~led "?eace " 
·toc::c t.lno llro;ned eh."'..'Jl'/ . Evidence of the bre~dth or' the 
.ecl1ne r.!C:J be seen fron the fr ot thl t b:r Fridr.y our evert-GO 
,~ "0 11 ')Ptce • stoc::s n £ • • o 1nrcent lo\:er t .. c.n l'. t:ee:: ecrlier 
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. cJ.•:>· rPc'. to c correc'lonc:;.in, decline or 7 . o 'lPrcent for •t,:u·• 
toc::o . ·evertheless , ·. 1tl'l t:1e exce~t1on ot one .:ee:: in •' • 

:: :-c~ 191 o , ·:--e:l t!.e rt.tio stool~ ct t.~.e sr..oe level , • -,eree• 
ctoc'·c ne . .r t:1e er.C. of ~lie 'ee:. r,tooG. 1n t .. e ctt"or.:;e~t 
relct1vP 'l'lo1t1on to •t:t.l'" etoc';c ~1nce Se >tn"ll:er 1:;39 . 

LonC:.on 1ndustri, 1 stoc:~ '>l'iceo l'ire to ne\· : 1-~s 

In 11! 1•:~d cont~::. ... t to tl1P ,·er,~l,PSP in the ::e·.· Yor~~ 
r,toc:: nr r'.et , in<'.ustri::-1 a toe'• 'lriooc in London ro•e cte:.dily 
lr t · rP:: 1 n<l nt t he end of tl1e '>eriod ctooC:. ~t the h1r,)teot 
lPvelr e1t\ce Ge'ltetnoel' 1 1 1937 . ( SeP Chc 1•t ::! . ) '•lhile a 
v1 1·ioty of ft".otors doubtless ante1•ed into the <liver,.ent 
rct1on ot ctoo!~ 'lricee 1n the t;·'o tll'l'1:etr , onP t heor y 

1v nc~d in "'rti £1 e~l<nl'tion io t hrt Jroenecto for ?ecce 
1n ~?ndon conjure u'l thou~ht~ of r~lerce from boob1ngs pnd 
t • P. eevrre >rivet ions of ~- lon · ;·rr , •.-:.orer s ti.e -,sycr.olo·~1orl 
1\~"t 1C l1':ely to be leso 1u~ort< nt 1n the United Stc-tes . 
::oreov~r , l'OStorr.t1on of no rue~ ~:orld t~'L1d<' rnd fi:lc.nci rl 
rt'lt t1ons!-.11l9 1s u::ely to ~oll. .;rerter iu..ed1:te :>::-o:>1se 
to London th. n :' e> · ::or::. 

Trrns1t1on to ?etce t1u~ eoono~l jOeee 
·rePt 'Jroole>JO 

,ut.,ou h r.nt1ciu~t1on of au >?O~edly :fl'vorc.ble ?8<'08 
t i >Jt> :wonpectc lw.s ·oeen n :rector in bH~.in-; u:> of ooue 
otoo:c 'lr1cec in recent monthc 1 lurt 1 ee!: ' e u:>sur:;e !n hopes 
for r.l eru.•ly ?et'.C8 a>>'Jt'l'6lltlV found stoc!: tt•nders rnd investor s 
::.)ol·ell~ns1ve ove1• the· ?robleno involved . Syn~touat1o of this 
'>Oint of vie\· 

1 
one brol,erv.r::e com..tentntor stnted: "If the 

,uiJinto l'C'tion of the Axis in to be ne r1cpid r.s eome thinl: l 
ctill lo\ er or1ce& of stool's ro·e >rohrhl c . This is ·oeceuse 
•.e rr"' econor~icrll:r c.nd oolitic! lly un'lre'): red for :m er.rl:; 
be :inn1n" of the ~er rec.chin:; "lOGt - :: r t'.dJuatuent f r oo ~- \.'l'r 
eoonor.>y to l' -,e£>ce econor.1y. • 
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In the lest tcorld t:, r (see Clu>.rt f) nlt :.ou.-" the 
o~.-,: ns1on of 1nduatr1c l production i'e! t::r Phort of the 
' renent ?CrforLJo.nce , out,ut C.ro ')ped 22 ,ercont tr1 t hin 6 

11ontho dter the ter •. tinnt1on of hostl.l1 tieo . After 
reoover1nc to ill'O\tnd tce.r- tit~e levels in the e~.rly ?Crt 
of 19~0 , £ not her severe decline in m•ot uotion eneued , 
t coo .. t:n nHd hy a eyectaculc.r Ol'L oh 1n oon 1od1 ty .,rices . 
In v1o11 of t ;te utterly un~>reoedented current leve l of 11e.r 

e" >~ndi tu1•ee , the P1t;antic si ze of iloverlllllent cl)ntrllct s 
u~·JPCt to c~JJoell~t1on , CltC: the unoel'trin t":.to of hecvy 
~V"!'n::umt 1nve at::~ ents in industriel ?l'O>N'tio&, it i& not 
r.ur..,r1oin · t:·H' t lc.ct · .ee': 1 c 1C£ ce tel":, '1--.0\ ev· l' nre:wture, 
n'o" >tP<! 1UlJ ~olciers to 11cu1d"te stoo'· 'told1n,;s . 

Eno1e eo-r:oditY ir.<e:. c:m·r. Uttle ch.::n e 

~.';~lf' tl.e u >!:P~v'l in t l:f' It< lien >Ol1ticrl e1turti on 
c~u..,•d ;: I!~~. ~rc t e ·eellne in :T'-1n C.'1a cotton )ric es: er:rly 
l n t l.P 1 ee:t , col.l .. lodity .,ricec 1o.ter ct ecdied • n.: t he B;:.s 
in «.>:: of "~ bcsic con:Joc".it!e s rt the ~nl' o~ the · ce!: :-cs 
~~·· ct1c: llv unch' n;;e<'.. (See Chrrt 1, .) Cotton .,ricee t·ere 
t':~ ;.>Oot ~.!fected by HCl' uncertvintie c , (eo linin.:; 1 :;JProent . 
'Le: t 'll·ioPs , ho1·ever, t·ere only ~11 •'·t l :r 101·er , rnd bar ley 
:·ore ooraetlhnt . Under o. continuoC lovvy c\enrnC:. , l'Oein ;>riceo 
l'ore notice: ·oly for the s i xt h conoeoutlva • ee': . 

Althou ·iJ the -,rice of stee1•e "' s u!) l >lProent , enr11er 
·::.ins in ho:; J)l'icee •.·ere err.oeu t .·hen t he :IFA c.nnounced tht:.t 
t:.e ilov••rn..,ent t:oulC. curtail 1 t ~ ')Ul'OJll' cos of .J~: t durin[; 
::.e nN·.t oever: 1 ::ee::s . :~eeervH o~ ':Xll'': h: ve been built up 
... urin.; recent ClOnt hs of ~e v:r slc.u -;.ter in order to en<.ble 
l'eduot1one in purcu,ses duri n_; Au;;uot nO. ::.e?te::~ber , ::.en 
.• o .:~r.r':etil\;'8 usut.lly fE.ll of~ . !!o1•eover, the portion of 
sl ou ·~.ter of s t eer and !:ei fer bee:!' reserv~• for ~-ov rn:1ent 
use was reduced froo !;.5 ::>eroen~ to 30 ?ercent lc.at •·ee:: , end 
t:;oe s et at J 0 ..,ercent for rutu:-e t ee:te . 

I n the t:ee!: ended J uly 2!,. t :.e ELS r~1-c ?u."oe.1t~· index 
,., o unolu'.nced c.t 102. 9 ;~ercent of t:.e 1)211 t v er t..:;e . !he 
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index is no1· I; . o ..,ercent ili ·:1er tl.c 11 on the corres;>o:tc..1n_; 
dr.t e of laet yenr , c.nd 37 .2 net•cent hi ;:1er th~n t !:.e ..,re-t:~r 
lrvel of Aue uct 1939 . ·.1eru:cn1n; prioeo for :t·rins ~.nd Uvestoo': 
t 'el'O ofi'oet by h1 r.;her quot a tions for 1'ru1to , ve o:;etvol eP , t"!d 
e --:o. 

F&rO> -,rices lot:er · 

The un1nterru,ted rise in f~~ ')rioeo since Febr urxy 
or::te to Cl brlt lr Gt oonth , t.nti. th" i nde:: of ..,rices received 
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:• :rc r.,erc ~ eclined 1 . 1 ~ercen t in July . Dec::ll te tl:is decline , 
t:.e index 1:ce ct111 22. 1 percPnt nbove lact yec.r, nnd 113 .6 -,er­
cent 'bove the Au :ust 1939 pre- 1:ur level . It t:as the hir;hest 
!or the Jaonth of J uly since 1920 . 

Loi'Ar prices for meat r.nimr.le , notutoe o, and appl es 11e1•e 
lc r ·ely responsible fo1• the ~eoline in overar;e 1'r rm prices. 
'!'he index of mer• t ani mc l prices aho11ed r contrv- eer sonl'.l 
6ccl1ne of 2. 4- '>eroent , but nevRl·tl•eloaa 1 t rew~ined 11el l 
:Love l' yer.r £\_;o and l'ee the hi ·h~&t July fi wure since 191Cl . 
(See c;u,rt r- . ) A seF.eon::-1 do•.·ntu1•n of 15 centc ')e:• bus:1el. 
in C!).,le •>ric en core thEn off eet increr 'eo in tile :;>1•ices of 
c1truc fruito, c.nd resulted in t 1 . 7 .,erc~nt <'.ro., in the 
r·•ui t .,ricP int'.ex . Since the C?A is re'>Orted to ';>e con­
rlc'.erin · !'ollin "cue:: :>ricee of ~o:&l' fruitr, it i• o~ intere~t 
t:. t t:~e i n··'ex of fruit ">rice• in July I'C'.r. 76 nercent above 
t':l't of July 19!;.2, anC. n-.s the !..1 hrct for the aonth on 
rPoor<'! . Cotton and cottonseed "''ieee 1 ere off son:e1·:.rt, 
<.ut tl:c indexes of •;rctn prices r.nd O!liO!ten end e .. c; :Jr1ces 
continued to t1ove hi ·her . 

'lh1le the index of '>rice G received by fm'T.lers declinec'!. , 
tbe index of !)rices p:Uci. by 1'v.r"1e1-r ( inclut'1n , interest £\ncl. 
tn:es ) continued it c [;radu!'.l rice . ConooC1uontly fnro -,rices 
<veri .;ad 11~· .,e1·cent of ~.l·ity 1n July uo 'coL1pr.recl. to 116 !>01'­
oent t &4onth et:Orlier . T:1e 1'tct1o in tho COl'l'eapondin•· month 
1:· at yev.l' 11cs only 101 yercent . 

Hilk shortt'. e fo1•eoctt 

A £horto e of fluid uil!' thio fr 11 in certdn sections 
of t!le country 11e.s forecr.ct lLot l'ee:: i..y ;/c.r Food Ad:linictl'ttt1on 
offic1e.l&. !!ilk J>roduction re::-.c:-t11d its -,e:-:: in June , end LW.Y 
cs e::!)ectod to decline seaeonl'll:• tor t:1o ne~t five '-'Onthc . 
(See Ch~.rt 6, u~~er section . ) :n,ile totr~ oilk ?rocuct1on 
ft'OJI J r.nuary to June 19io 3 t:c s about the c~JJe as the record 
OU1;'>Ut of t he first half of 19'·", the Buret u of A -ricultw•c.l 
<:conomion esticetec tiw.t .. urin · the lr ct ei:: r.~onths of this 
~'fl· r it cay be 1 to 3 :>ercent bP.lOI ' a yeu· er rlier . 

Cvl1-~'o1·n1a e nd t he Southeust , vr ioh im.,ort their n1lk 
f1•om ot hel' oections , 1·n l l probcbly be the most severely 
nffooted hy the short aPe , elthou ;h Ne11 Yorl' City. M d ot her. 
Ecetcl'n l) l'e~a mey clso be short of fluid r.lill~ . ;lith a tie;nt 
eu.,,ly rnd a hi~l derav..ncl ooot .of the 1n1ll\ su•>ply 1& 11k~ly t o 
be abcorbed in the '>roduct1on are&\ , Di otr1butora vi ll M v e no 
i ncentive to al1ip such r. h1 ·hly ">erif'!lr.ble con'llodity ce milk 

,. 
• 
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• .. en r IJrr'<.et c:...n iJe t'ounC.. necr o.t. ~u.nd . HPnce 1c~ortin · 
ot. tee :'ill be ):-.rt1cul:.!'l:r P.!'fecte~ 11' tt111: ?rocuct1on is 
inrO.eruc·te . 

T .tCl'tl ere three :t'~.ctol'E: , c.ccor(J.n_; to the EAE , ;."!".1c~ 
. 111 tMt1. to c auce n zhortc._;e of m1llt ')roduct1on tills fc.ll. 
T!:oy 1 re : ( 1 ) conet::mt ineter.d of oer.connlly-ndjuotec~ .>rice 
c~1:t1n ·c , \'hich tend to st i tnulP.te ">roduction eurin" the 
r >~·in • 1 n ntu.t.ter but reto.rd it 1!1 tt~ fr.ll 1 nc e:.rly t'inter , 
( " ) >?ca1'.1litJ o::: c. cCtl'C1 t!' -:>f teed ]tin in ec.otern nnd 
c~'.l~!'.ern t!A!'1e1t cre::.e , -..nd l3) :. .. eCucet:. cu )'1)1~· of h1[.;~1 
:·~te\n fec~r.. ?er tni:Jcl unit . 

;:;'ot!t CPA ::.nd :.?A are re">-:>rteci to tl' !'or~ul"t1n:; :?l~ns 
t~ c~..,~ •·1th tt .lil:: S:::>!--tc . ._:e . So:-1e >l .. O:>OBC lc t:..rt :rve been 

c r.re : (1) 1:. reC:.uct1on 1n t!le J:nu!'ICt\U'e o!' <ir.ir ·r "lroductc 
t ,e·l ... r ice ere en, C:;.eese , Lutter , t .1d crer ..... 1n nren.O =·:.ere 
~ e·. ?X't'\:,;e r .J Jec.re u:.:el~· ; ( 2) :..llocr tlon of thP nlll~ CU'1Jl:t 

:· t'v• 3ov!lrn:aent or by tl~e incuctr;r; <;l rr.tionin.; in 
c e1•tr in u•eo.c . 

A rac.uction 1n butt er 'lroc:uct1on to :llcv1r.te c .:J1lk 
r .. ?l'tt'.';e tti ·ht require furtiter OUI't<'\lrJent of 01'r111o.n 
utter ru ?:>lie c . Stort-. ;e stoc':a of butter 1 ncrct.see. r~."lidly 

in J •tne to hi ·h l evel& , c.nl'. on J\llY J. ~:ere l>l oillion :>ound.s 
:' ove r. year eu•l1er. ( See Ch.rt 6, lo1·er rcction . ) !!ever -
• ~loco , OPA foun6. it neceso<.ry l r.ct \lee't to rr.1re by 2 _>oints 
t!:e r rt1on vd.ue of butter;"&ffective Au ;uct 1 . Butte1• 
n•oc.ucti on 1:111 t'!.ecline se::-sonnlly in tne cou1n.; uont ;,s , Me 
t .. en " considerable -.,ortion of tl.o ~ toc':s 11.11 be neeCcd fol' 
t •. e :.r.::eC. forces t nd le!'!d-~e . 

I ·n:•oved ch1nnin·• e1tu::t1on incre< ces c1v1lic.n r:uD!les 

':':.e 1u-:>rove::tent in the oce~n eh1:>?1n c1 tu&tion cny ::UOve 
ilJOrtrnt re:?Orcuso1ons in 1ncrer r1nu the su·>;ll;r of v£:r1ous 
c1v1litn products . The el1.:.11n:t1on or coffee r at10n1DJ , 
'nd. tl:e Prec1dent 1 s stnteuent t:u t r. lcl\,;e increc.re 1n ro.;r.r 
c.lloHr nceo 1o l1;tely, ~'ere t he out str nd1n · develo;>cents in 
Lis field ltst 1:eelc. Conciderntion is nloo be1n~ :;iven to 
t:ta reconversion of many r.lcohol .,lnntc ::'ron t he use of [;l'ains 
to the u sc of rctolllssea or sugar. TU.& cltrn ·e uoul d undoubt edly 
'1el., to lal''te c l er"er runount of ··rt..inn :.vt.ilrbl e :for feeding 

• ' .J • 

)Ul· ~ooeo . 

'./it!-1 tee i tt"llrts 1ncreaa1n~ rnd 1nventor1eo in a better 
con01t1on, the Ten Incustr~ AC.v1sor~' Co ut1ttce conferred ''ith 
Jov~rlll:lent of1'1c1t>~s l r ·- ,·ee:: conce1•n1n..; t~ ,. 1ncrenein>; of 
"'>l'c':t>rr 1 d.eliv ~r:' ruot ne . The cocor •u ">lJ o1 tu. tion hr s 
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: •. ~·ov• conr1c.cr• i>lJ . I m.,ort c t>u~ fer t;.1 o yec.r hcve 
,.,untod to t 11oet 2 , 300 thoucc nd bn~s. ns COIJ"ll:.red t'ith 
11t l~ OVI'r u')0 thoust nd br._;F du1•1n.; the corres!)ond.ing 

un•1od of 19~:· . 

A C.ovo1on1aent \'hich mcy tend to 1nc1•ecoo te:,t1le stocks 
"ol' c1vili< no 1e a recent 1ncrenoe 1n bUl'll'!l 1"!l0r>ts . The 
}OV .,,. 1ent he 0 ')Ul'ChMed S50 JJ1ll1on /Pt'ii.O o:f but>1C.t) from 
I.1( in r-ecentl:·· , rn<' the 1rnpt·ovement in Lur-1~'? sup..,lies oc;r 
1 •l•:.cc oo.1e loo:ilc 1'!:1ch hc.•1e been conver-ted to ue. v1n::; 
cotton br •~:>.ter-1 c.ls . 

F1nrJ.1y , 1.n roved ••ecei pts of co"l't en.: coconut oil 
~l'OIJ Ce;;lon c nd Ocer.nic r~·e 'uei n counteC. on to r-elieve the 
ti . t riturtion i n ou•:>lie& of eo:..p trt . ?.1e :iF A 1 ssuecl 
• n or er 1n J une ner .Ji ttln-; too reler cc of coconut c.ncl 
i.J, '-' cou oilC' !~'O:J 3o·/Pr:u.:.ent rerervP.G tor 1nee..1'ble uses . 
':' un <.ould ~ r-ticu1rrl;: hel:> t:1e cot·:> lnc'uctr;r , t'blch lU".G 
:.~•n unnllle to obtr1n cuf:?1c1ent £U")011eo of r.ov-, fats to 
.r1ntr1n even the o4 :>et·cent of t he 194<>- ''1 usc. e ner.11tted 
t 't iMuott'!' !o<' c1vil1c.n conm.n.,t ion . T:.e 1ncrecc.e i n 
o conut o11o, etc . , 'JLY be of fret to rot.se e;:tent , :touevel' , 
·.,. , n or<..Cl' of tite ',IF A l=.et 1:ee·~ :.hi ell li'event e ~o. '0 :ilr.nu­
', ot,u•rr-o 1'r-om obt cininr; .ny t £'.11o·,: until tll r needs !:eve 
'l.le>'n ·"illed . 

Opa >1te ... nor-K~ ::e ;- cont 1 i'."'('.," ·1c of L bout 15 ?e:·cent , 
c. lee of r~lC.re1 stores i n 1'1r-ct half of' 191;.3 ol1 ·J~tl:· exceeded 
cc1E'G 1n t he seconC: hc.lf of I. at yeu· , nccor-di n•; to f1~ures 
juct relec.oed. 1>y tLP :Je., l't;:lent or Co ' •erce . c::~in st oree . 
~.!"tcr e:;"?. n·1n..; t :l.eir !)ro~o:-t1on o!' to~rl , :lX-rel s~~es t:~::1 
::~ 'erccnt in 193:, to 32 .,..rce:>t 1n 1;• .. 1 , :.rve li~en ettin. 
1 ~ecretc1~· or-o?Ort1on of tottl, .,~el tuoi necc sinc e t~e 
!'irot ouc.rter or 19fl.2 . T::us 'u'J t l·.c cecon<. c:~ rter of t::ls 
.re: 1• , c!u·1n etore s: les !.r.d c..ro., >Cd to '>9 >~re.,.nt of t:re 
tot.l 1'1'01 ;1 )eroent c. yec.r e, rller- . 

I n tl1e 'l'ooery store fi el d , 1n .e.,ene.ent ctor-es llt.ve been 
.• t ·~1n · muoh ·r-et ter 1nr-ot d.o on ciu·1n etol'O 1>Ur1neac since t~e 
\: tte~ 1)1 rt of l vct yer r . Hon•ver , 1n t!ry ( the ~.tPst nonth 
fol' "hloh f1 ~'Ur-e s l.'.l'B nvl'il:o.bl e ) olu• in otoreo, ali ·il~ly 1u­
woved t l.eir rP1r t1 ve s ales nosit1on , t lthou :n n ouest: nti~1 
•. l • .,n•i t:r still ref.lained i n tr vor of t!1c i n(.eryendcnt t toreo . 
( .Oe• Chrrt 7 . ) ':':1e 1ncrecs•c\ o. 1er volu.sr o:f' 1nC.e?enclent 
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to .. 'c: .oubtleos reflects , in ~r-rt , t he r~ct th~t under 
cul'l'lln t conditions of hi j1 income o, lon:er ~:or}•1nr; hours, 
trr .111 >Ol'tc t1on difficulties , t•nd. r nt1on1n:.; , the ~ice 
rdv• ntt .;es offered by cht in storeo c.re of lese i mport::>.nc e 
to conow~ers tll<!n uoual. l·:o1•eove1• , eve o1on of :>rioe 
ce111n,;r ::nd ro.t1on1nc r et:,'Ult.t1ons r"'" uor~ 1.1!tel:--' to 
occur in 1nde;>endent storee , t !.us further s,;ellins their 

l~o volu:.te . 
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Auguat 2, 1911-3 

MEHORANI)UM FOR TilE SECRETARY 

DISMISSAL COMPENSATION 

It 1a our underatanding that diaaiaaal coapenaa­
tion, that 1e, special wage p&yaenta at the time an 
employee ie diam1aaed rrom emploJJDent, 1e or inter eat .•. 
\ 0 JOU because or your deeire that workers whO loae 
their Joba i n the proceae or re&dJuataent and recon­
Terting i ndustry atter t he war may haTe runde to moTe 
t o a new place or employment and to aupport themaelTea 
and their ru1l1ea until they are agai n eaployed, 

Di&ID1aeal compensation ia one or aeTeral methode 
which, ueed alone or in combi nation, haTe been proposed 
to accomplish the desired reault . Following are some 
ot these other methode, 

1, Unemployment compensation. Under exist ing law 
paymente are made to coTered workera during per1oda or 
unemployment . Such paymente are made from a fund ee t 
up t or the purpose and i n amounta and t or per1oda 
related t o the length or employaent and the lenl or 
wagee. The baeic dirterence between unemployment com­
penaation and dismissal compenaation is that unemploy­
ment compeneation ie paid to a person vben he 1a 
unemployed whether or not he baa been d1emused, while 
d i aaiaaal compensation is paid to a peraon when he ie 
d1em1esed whet her or not he remaine une~ployed , 

2. Voluntary saving and war bond ~urchaeee , The 
war bonds which workers are buying andhe other aavings 
which t hey are making give them a cuah1on agains t the 
day when they are d1am1aaed and must adJuat t hemselves 
to peacetime industrial conditione. The bonds are 
well- suited to this purpose since they can be cashed, 
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) . Compuleor~ 0diam1aaal• aaving. The worker 
could be raquiredo eave part or hie wagea and inveat 
them in Government l:onda ot a type which could not be 
redeemed until acme time atter the war. Proviaion 
could be made tor caahlng these honda at the time ot 
dismissal it t hia occurred betore the honda were 
redeemed in regular course . 

The t i ret t wo ot these three methods, name17, 
unemployment oompeneat1on and volunt ar7 war bond 
purchases, are now 1n ettect . Under the preaent 
8tate-adminiatered unemploJment compenaat1on programa, 
29 Jurisdictione require a one-week waiting period 
and 21 Jurisdictione two weeka or wai ting betore the 
olaiaant receive• oo~eneation tor unemploJment. 
Twent7-two ot the Juria41ctione aet a maximum unemploJ­
ment benefit ot $15. 00 per week. The maximum 1n 14 
Jurisdictions ie aet at $18 . 00 and in othere rangea 
trom $16.00 to $)0 . 00 per week. The moat common minimum 
(in at least 18 Juriedictiona) is $5.00 per week. The 
minimum benefit in the remai ning Juriedictiona range• 
trom $2. 00 to $10. 00 per week. The duration ot unemploy­
ment benetite 1n 26 Jurisdictions 11 16 weeks. In 9 
other Juriad1otione, it 1e 20 weeka, and in the remainder 
or the Juriediotione 1t apparentl7 variel trom 1~ weeke 
to 2~ weeka. 

War bond aalae to worker• through the p&Jroll 
savings plan were $~10 million i n June 19~3. or at a 
rate or nearly $5 billion a 7ear. Tot~l a&lea by the 
p&7roll eavinga plan amounted to $~.6 billion through 
June 19~}. The participating employeea in non-government 
eatabliahmente averaged 8 . 9 percent or their p&J in 
June 19~3. A peraon participating in the plan trcm the 
beginning in December 19~1 would at t hia average rate 
have purchaeed honda amounting to 17.! percent ot one 
year's wagea ~1 the end or 1943, and 26. 7 peroen~ by 
the end or 1944. 

It ex1at1ng unemployment oo~enaation provision• 
and voluntary war bond purchasea are thought to be 
inadequate 1n meeting the expected poet-war problem 
ot diemiesale and unemploJment, the eituation might be 
met in one or more or these W&JII 
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1. Introduce a plan or d1em1aeal compensation . 

2. Enlarge t he benefits and etrengthen the 
financing or unemployment compensation, 

3· Introduce a plan or compulaorr 1diemiaeal1 

• a•1nge, 

~. Inteneitr the • oluntarr savings campaign 
partioularlr wit h reference to payroll 
allotments. 

Dismissal compensation might be voluntary or 
compulsory. It might be fir~noed in a number of ware, 
namelr: 

1 . Payment b7 each empl orer out 
available funde with no accumulation . 
obviouelr be inadequate where a l arge 
employees had to bs diamiaaed, 

or currently 
Th11 would 

proporti on or 

2. Accumulation by the employer over a period or 
time of a fund from which diemiesal compensation would 
be paid. A separate account would be set•up tor each 
e~ployee , If he vas not dismissed t he money in hie 
account would be retained until the time when hie 
employment vas e•entually terminated or it might be 
paid t o him at an earlier time . 

3· Accumulation of a fund by each emplorer and 
the payment out or that rund to euoh vor kere ae were 
diemieeed, wi th no rights remaining t o any worker not 
d1em1seed, ThU method has the dhadvantage that if 
diemieeale are large the persona diam1esed last would ' 
rece i ve no benet1t a , while i f diamisaale were small the 
company might retain tor the benefit of t he stockholder• 
a large amount of tunda which 1t bad accumulated tor 
dilm1aaal wage parment1 . 

~. The aoouaulation or a Government- held fund 
containing the pooled contribution• of all employers , 
with payment& made t o dismissed emplorees by the 
Government or under Government auperv1aion. This would 
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cloeely resemble unemployment compensation except that 
a lump eum payment would be made at the time of d i s­
mi8aal instead or periodic payments being made duri ng 
the period or unemployment. 

The question may be asked why, if dismissal com­
penaation is desirable, it i8 not made a part or the 
unemployment compensation system. M~mbera of the 
Social Security Board have been opposed, at least 
unofficially, to including di8mie8al compensation a8 
part or the unemployment oompen8ation s ystem. The 
following reasons have been given for this view: 

1. The loss in purobaeing power arises from 
unemployment rather than from diemiaaal . Unemploym,nt 
may occur when a worker ia laid ott or is placed on 
very abort hours , although no diemiasal has taken place. 
Dismisaal, on t he other hand, may not give rise to 
unemployment for more than a very short time since the 
worker may get another Job elsewhere in t he same 
community or at another plaoe . Indeed, the dismissal 
may be collusive and made f or the purpose or getting 
dismissal compensation tor the worker . 

2. The payment of lump sum amounts suffici ent 
to cover transportation costa to other places is too 
expensive for the results achieved. All persona d1e-
1118&ed would have to be paid the eame &JIIOunt wh1:t'l only 
pa.rt or them would actually move and the distance and 
expense would vary from peraon to person. 

Aside from including diamiaeal compensation as 
part or unemployment compen8ation, t he merite and prob­
lema of diaaiasal compensation depend on the aagnitudea 
one haa in mi nd. It the purpoae ia to pay each employee 
perbapa two weeks' wagea at the time or d ismissal, the 
aituation is quite different than if the purpose ie to 
pay several months' wages. If the accumulation of 
tunde to pay dismissal compensation is recognized aa 
a proper coat or doing bu8inees during the war, t he 
effect ie a war t i me addition to the wages or the worker, 
payable under certain conditions after the war. The 
difference between 8uch a plan of dismissal compensation 
and that of compulsory diamleaal eavinga ia that the 
latter would be taken from vagea nov being paid while 
the former would be in addition to vagee nov being paid. 
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The dhlllissal compensation pla.n woul.d be either 
vo)luntary or compul.sory. There 18 no law prohibiting 
employers from accumulating and paying out dismissal 
wages on a voluntary basis , except possibly the 
restrictions on wage increasee which, however, pr obably 
will not continue over into the poet-war period. How­
ever, employers are not likely to make euoh voluntary 
accumulat i ons, for two reaaone: They would not be 
recogn1~ed as deductions for income tax purpoeea until 
the time or payment, and they would not be recognized 
aa coste in negoti ation or r eneGctiat i on of Gover nment 
c~ntraots or tor the setting or prices by the OPA. 

Legi slation on dismissal compensation lllight thua 
be or two ki nde, the first permitting deduction for 
t ax purpoeea or tunde accumulated to pay dismissal 
wagea, and allowance or such aocumul.ations as a coat 
alement in ~rices to the Government and to civili ans. 
In street, the accumulations and dismissal wage pa)'ment a 
would come very largely !rom the Federal Gover nment. 
Incr~aees in war contract prices would, or course , come 
entirely f r om the Government, but even without such 
increases the otfeot or t he accumulation on taxes would 
be such that the Government would pay from lKi to ~l per­
cent or the dismi ssal wage . To the extent that prices 
to final civilian consumers were increased, the public 
would pay the dismiSsal wage in higher prices. 

Legislation tor compulsory diemiaelll compensation 
would go further than t he raoil1tat1on or voluntary 
diemiaeal compensation and would requi re that each 
employer ea t up a diam.iaaal oompeneat1on fund . 

The amount that could be accumulated tor diamiual 
wages would depend on the probable length or t he war 
and the rate or accumulation. The accumulation of 
5 percent or wages tor one year would permit the pay­
ment or a dismissal wage or approximately 2t weeks . 
At a salary and wage l evel or '100 billion, an accumu­
lation a t t his rat e would amount to $5 billion a year . 
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August 2 , 19~3 

ME!·!ORANDUM FOR THE SECRETARY 

THE SPENDINGS TAX 

In this memorandum the conclusion is reached that 
the apendings t ax probably should not be resubmitted 
this year to Congress as part or a revenue program, 
ror the reasons that the tax proved to be controversial 
last year , and that, despite the mer1te or the tax, 
objections would be raised to the neceeaary additional 
paper work imposed on IK> to 50 million taxpayers, since 
as much money could be raised in some other ways with 
less such work. It is concluded further that the 
spendings tax under some other name such as anti­
inflation tax, and with some changes in structure, ie 
a promising method for making a major attack on infla­
tion and deserves further exploration and discussion 
with Congressional and other Executive agencies aa a 
stabilization measure. 

The purpose or this memorandum ia to draw together 
ln brief fol'lll the lllllln argumenta that may be lllllde for 
and against reco~end1ng a apendinge tax to Congreee 
at this time . The name • spendinga tax• ia used not 
because it ie the best name , or evan a good name , but 
beoause we all understand what it !Diane. It is in 
general a tax on individuals and is measured by the 
amounts which they spend on consumer goods and services. 

The spendinga tax may be proposed ae a way or 
raising revenue i n wartime or it may be proposed as a 
method or diacouraging spending and thereby helping to 
prevent rapid riees in prices on account or too much 
spending money. 
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A. The ependings tax aa a revenue meaaura 

As a method of raising additional money the spend­
ings tax is more equitable and would have better 
economic effects than many, perhaps any, alternative• 
under present conditicna . The advantages or the apend­
inge tax have been diacuaaed before and need not be 
elaborated here. In brief, 1t protects people with 
heavy fixed oommitmenta, it can be made progressive, 
and it diacourages spending and enoouragea aaving, 
which ie particularly deairable in wartime. 

However, taxpayers are not always rational in 
their attitudes toward their taxes. Our studies eo 
tar indicate that the spendinga tax would require a 
good deal of paper work by ta.xpayers and t his would 
be a source of taxpayer reeiatance . The paper work 
i s partly inherent in the computation or spending and 
partly due to the desirability or collecting the tax 
currently. The tax should be collected currently f er 
at least thrre reasons: (1) Collecting the ependinge 
tax after the end or the year would be ocntrary to the 
objective of putting taxpayers on a current ' collection 
baste; (2) taxpayers might find themeelvee financially 
embarraaaed by havi ng spent, through mistake or over­
eight, more than they intended to, thereby increasing 
their tex and decreasing t heir ability to pay it; and 
(J) the discouragement of spending would be weaker if 
the tax were not payable until after the end of the 
year than if it were payable currently. 

Current collection at the source involves the very 
considerable problem that the collection during the year 
would be baaed not on Npend1ng but on income, With an 
ad~ustment and refund at the end of the year , which 
would cauae hardsh1o as well aa complications. A ayatea 
ot quarterly returna a1ght accordingly be preferable · 
not only tor persona not subJect t o withholding but for 
t he whole maaa or workers aa well . On the quarterly 
return the taxpayer would be required to indicate h1 a 
i ncome for the quarter, together with ohangee in h1a 
various f orms of savings and investments. These compu­
tationa, while not necessarily difficult , would be new 
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and unusual. They would require a ~aJor educational 
campaign to explain to 4o or 50 ~1llion taxpayers, 
and would oause a great deal of groaning every three 
months because of the time and trouble . To t he prob­
lema of taxpayers i n making out their returns and 
paying their tax, would be added the a~inietrative 
difficulties or checking the returns, which would be 
aubatantially gr eater than at present ror tr~ bulk or 
the returns. 

Moreover , the apendinge tax ia at the preaent 
time a aource or controversy i n Congreas and aaong the 
Executive Departments. The folloWing people in the 
Administration are understood to be opposed to or very 
doubtful about t he spendinge tax: Juatice Byrnes, 
Judge Vinson, Marriner Eoclee, Ben Cohen, Richard Gilbert 
and Gerhard Colm. So rar ae we are inforaed, no active 
support haa been received from any Executive A£enoy 
outside the Treasury. Leading Oongress~en were very 
cool toward th.e tax laet year and are not bel1eved to 
have ohanged their minds. In general, me~bers of Oongreaa 
look on taxation as a way to raieo ~oney, not as a way 
to control prices; moreover , at t his time they are more 
than ordinarily sensitive about causing taxpayers more 
work and trouble . 

If the Revenue Act or 19~3 ia to go into effect 
January 1 , 19~. only about three montha of Congreaeional 
oonaideration Will be possible. A number or t1me­
eonaua1ng, controvera1al iaeuea, auoh aa t he aales tax 
and compulsory lending, are certain to ariae. Ir the 
apendinga tax ie proposed and ie ear1oualy considered, 
atill more time will be lost in oontroveray. 

In the light or these obJective, it ie euggested 
that, despite the ~er1te of t he epend1nge tax, it 
should not be recommended to Oongreee at th1a t1me aa 
a ~ethod or raisi ng revenue . 
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B. The ependinge tax ae a maJor anti-inflation meaeure 

Aa indicated at the beginning, the apendinge tax 
is not only a met hod or raising reYenue; it ie also a 
method or holdi ng down spending, The exemptions and 
ratee or tax will be different it the primary purpoee 
ie to reduce spending than i t t he primary purpose ia 
to raise revenue. In considering the spendinge tax 
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as a method or reduc i ng spending it ehould be compared 
v1th other maJor anti-infla tionary maaauree i ncludi .ng: 
(1) Extremely heavy taxation or oompulaory loane; .• . 
(2) overall r ationing or commoditiae; and (3) eXPendi-
ture rationing or true oompuleory eaving. None or 
theae alternatives bae been adopted in the United Statee. 
The ependinge t ax comparee Yery raYorably vith all or 
them ae an inetrument or wart i me i nflati on control. It 
can 1n tact be devi eed ae an expenditure r ationing plan 
vi th an element or flexibility, the apendinga tax being 
uaed aa a penalty on thoee vho wieh to spend more than 
a minimum tax-tree allowance , The compliance and admin­
istrative diff iculties or the ependinga tax appear to 
be substantially leas than t hoae or any equal ly erreo­
t ive alternative measure. 

The linea along vhioh a spending& tax designed to 
achieve an expenditure rationing erreot might be 
developed are i ndicated in another memorandum. 

It it shoul d be decided that the ependinge tax 
ahould be adopted ae a ~ethod or controlling spending, 
the tax become• primarily not a tax a t all but a penalty 
proviaion. The plan thus oomea more clearl y i n the 
larger field or economic etab111zat1on than i n t.he 
smaller taxation eeotor, At a atabili~ation measure 
it should undoubtedly be repropoeed and rediscuaeed 
with the Executive and Congreaeional leaders on a baaie 
~uite different from last year , namely, ae a etabili~ation 
meaaure. 
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August 2, 1911-3 

MEMORANDIDI FOR THE SECRETARY 

WAR All'l'I-INFLA'l'ION TAX PLAN 

In general this plan providea tor a wartime per­
sonal tax at highly progressive ratee on consumer 
spending in excsse or exemptions, The ~ount or 
exemption would vary from family to family depending 
on the income and the ei~e or the family , The exemp­
tion would also change from time to time, depending 
on the extent to which national income payments ex­
ceeded the total volume or available goode and service• 
at prevailing pricse. The purpose or the tax ie to 
reduce attempted epending to the levsl required to 
maintain stable prieee, Some revenue would result, 
but th1e ia incidental. 

Tax baai! 

The tllX baee, or amount on which t he war ant1-
i ntlati!h tax ie imposed, is the amount ot 1 i ntlationary 
spending• in exceee or the exemption. "Intlatior~ry 
spending• inelude1 eoneumer spending in general, except 
or such types ae are deemed to be non-inflationary or 
are excluded tor other reasons, The amount or "infla­
tionary spending• would be computed in the following 
manner. Start with tho amount or income tor the taxable 
period, eubtraot the net increase in eavinge during t hs 
period (or, add the net decrease in •avinge), and sub­
tract the amount or excluded, non-inflationary types 
ot spending; the result 11 1 i ntlationary epending.• 

Examole: It the income tor the period ie $1!-,500, 
it the net lncreaee in savings ie $800, and it the non­
inflationary apendings are $]00, the "inflationary 
1pending• tor the period 11 f li-,?OQ, minua tsoo, minue 
$700, or $),000. 
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Comment : Rent paymenta probably would be exoluded 
from ' inflationary spending• for aeveral reasons: 
(1) To equali~e the treatmen t or home owners and 
tonanta; (2) to !llake partial allowance for differencoe 
in living costa in different areas; and (J) because 
the supply or dwellings is largely fixed tor the war 
period and rents accordingly have a minimum infla­
tionary effect. Some ot her items also would be excluded, 
for example, taxes, Accumulation of idle bank balances 
might be deemed "inflati onary saving• and included in 
taxable spending because or the danger or early expen­
diture, but the question requires study, aa auch tax­
ation might encouraee spending. 

Exemption 

Tho amount or the exemption would vary , depending 
on ai~e of income and size or family . ( 1Family1 in­
cludes eingle persona . ) The national average of 
1 1nflat1onary spending• (as defined tor the tax base) 
ot each size family at each income level would be 
determined by sample surveys tor a recent pre- tax 
period, called the •normal period, 1 The amount of the 
exemption or any family would be a percentage or the 
average inflationary spending in the normal period by 
families or the same size and level or fully income . 
The percentage or the normal expenditure allowed aa 
an exemption would be the same at any one time for all 
families regardl ess of size or income . The percentage 
would change from time to time , depending on the amount 
by which national income payment• exceeded the volume 
ot available goods and services at prevailing pricea. 
The exemption percentage would be made sufficiently low 
t hat the taxable spending above the exemption would not 
result i n total nationWide apending of more than the 
volume of available goods and servi ces. 

Example: It tor a familY of husband, Wife and two 
dependent children with an income of $~ ,500 , the national 
average •normal expenditure• waa $),000 and the exemp­
tion peroentage waa 70 percent, the exemption would be 
70 percent or $),000, or $2, 100 , Any "inflationary 
spending• above this amount would be taxable. I t tor 
a single per son with an income of $2,000, the national 
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average •normal expenditure• vas $1 ,500 the exemption 
11m1la.rly would be $1,050, It the available volume ot 
goode and services increased and the exemption per­
centage vas raised to 75 percent , the exemptions or 
these families would be $2,250 and $1,125, respectively, 

CJ=ment: I n cot~uting the exemption a mini~um or 
•noor1 amount or normal expenditures should probably 
be used, This WQUld reduce compliance and administra­
tive problema and would help prevent oppression ot v~ry 
lov income fam.iliee. It should be noted that the form 
of exemption calla for a proportional reduction of 
spending at all income levele and tor all sizes of 
families, In this respect it ia quite different from 
the ependings tax proposal of 19~2, which granted the 
same per-capita exemption regardleae of size or i ncome , 
Ito effect ia aloo quite differen~ from that or ration­
ing, which would tend to level ott spending by maintain­
ing the standard ot living ot the low income groupe and 
greatly reducing that or the high income groupe. The 
effect of the exemption in this respect ie somewhat 
mit i gated by the rate structure, dieoueeed below, 

Rate etruoture 

Progreeeive bracket rates would bo applied to the 
amount of inflationary spending above the exemption, 
Rate brackets would be narrow (not over $500 1n the 
lover brackets) and, while ratea or tax would begin 
fairly low (perhaps 10 percent), they would r1ae ver'J 
rr.pidly, probabl:r to well over 100 percent, 

Comment: The tax ratea muet be euffioiently heavy 
to keep total spending within the required limit , The 
progressive rates would fall more heavily upon people 
in any income level who spent eubetantial amounts above 
the exemption than upon people who spent little more 
than the e>:omption. Moreover, the narrow rat e brackets 
and rapidly rising ratee are i ntended to penal ize the 
taxable expenditures ot the high income groupe much more 
heavily than the taxable expenditures or the low income 
groupe, thus somewhat orraet ting tbe undesirable social 
erfeota of the unitarm reduction called tor by the 
exemption, Further atudy or the rate achedule v1ll be 
neceeeery to make sure that the desired resulte would 
be achieved , 
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Collection method 

Returns would be filed and taxes paid quarterly, 
In computing t he tax on the quarterly return, infl a­
tionary spending would be computed tor t he quarter 
and one-fourth the annual amounts tor exemption and 
rate brackete would be used, It practicable, t he 
return and tax tor eaob quarter would stand alone; 
howeYer , further etudy or th1a matter is required, 
aa Yi olent fluctuations in income from quarter to 
quarter , or inability to determine income until the 
end or the year, might make an annual adJustment 
neceeeary or very desirable, 

Poet-war credit 

It desired, provisi on might be made tor desig­
nating part or the tax ae a poet-war credit to be 
returnable to the taxpayer at eome specified time 
attar the war. 

Comment: In general a tax t o d1eoourage spending 
18 not well adapted tor use ae a poet-war credit or 
compulsory loan. It the tax ie t o be re t urned it 
represents saving. The requirement that a person pay 
into a Government saving tund a certai n amount when­
ever he spends more than an allowed e xemption would 
not discourage spending tor a person who oould arrord 
both to spend and to make hie payment to Government. 
Pereone with substantial incomee or accumulated aavinge 
could afford to do eo , Persona With small incomes 
would find 1t more difficult and often impoaaible to do 
so . For this reason, any poet-war credit should 
probably apply only to the lower i ncome brackets. Th1a 
conclu81on 1s supported by a point which was previously 
mentioned, namely, that the tax would require persona 
with amall i ncomes to reduce t heir standards or living 
relatively more than may be deemed socially desirable. 
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MEMORANDUM FOR THE SECRETARY 

For your information, Profeeaor Roy G. Blakey 
or the University or Minneeota baa been employed 
by the Council or State Government• (Frank Bane's 
orgeni~ation) to vork on the coordination or Federal 
and State taxes from the State end. 

It is Frank Bane's hope that the Treaaury vill 
diacues ita revenue program vi th the Tax Committee 
of t he Council or State Government• and Mr. Blakey 
before any appearance is made before the ~ays and 
Meane Committee. 

You will recall that t hia Committee is the 
one wi th vhich Presi dent Roosevelt asked the Secretary 
of the Treasury and the Director of the Budget to 
cooperate . 

( 

I I 

66 

• • • 

Regraded Unclassified



c 

AMERICAN JEW ISH CONGRESS 
330 WEST o4 2nd STREET N EW YORK CITY 

STEPHEN S. WISE, PUSIOINT 

CARL SHERMAN, CHAIRMAN, EXECUTIVE COMMITTEE 

NATHAN D. PERLMAN } 

CAll! ADDRESS 'CONGRESS' 
Tll!IHONE LONGACRE 5-2600 

LEO H. LOWITZ VICI·PRESIOENTS 

LOUIS LIPSKY, CHAIRMAN, GOVERNING COUNCIL 

M. MALDWlN Fl:RTIG, CHAIRMAN, ADMINISTRATIVE COMMITTEE 

JACOB LEICHTMAN, TlEASUlU Dr. 'lt'ile1 a persOII&l addre1a to 
ltbl.ch 211pliea should be eent iel 
40 'lt'eat 68th st. liew York City 

lion. B81U7 llorgentbau, Jr. 1 

Secretaq of the Treaa11r7 
'lt'aabington D. C. 

My dear Secreta.y Morgentbeu: 

.t.uguat 2 194S 

My deepfelt thanka for your word that you havo befor e tbi.a 
notified the State Department that you are •tully SJ11P0thet1o 
to the proposal of the 'forld Jewl.ah Congress and the American 
J ewl.ell. Ccmgrea for the en.euat1011 of J owl.eb refu&eee troa 
RIIMIIia, • and tbet •the Tr8LIIIr7 ie prepared to t1fte the nee­
eae&r)' act1011 to ilg>l.e_,t tbia proposal. • 

I aa, -.:r deer Secretary llorgontbau, wl.th deepfelt appreciation, 

SS'It'l t w 

, .. 
• 
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Treasury Departcent 7 2 
D1v1a1on ot Monetary Research 

0 
From: 

Date .... A\!&\IA.t. .. Z... .. l.9~-- 19 
E. M. Bernateln 

To: Secretary Morgenthau 

The attached caole indi cates that 
the Treasury repreaentatlve, Mr. Ball , 
has had aome cooperation from the three 
oanka ln Martinique. The telegram of 
July 28 was unqueationaoly helpful. 
There haa aa yet oeen no cooperation 
from Hoppenot, wh~ ia governing ~ 
Martinique . Ball will be recalled 
and will go to l!artinlque at a later 
time. 
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FROlll ..,.rican Conollla t o , Fort do J'ranco 

TO: Secret..., of Stat e , Wuhin~on 

D.Afi : Jill¥ 30, 1943 

COI!FI!Ii1liTUL 

Ball aondl tho following for Randolph Pa11l , Tre&e\ll'Y 

Department. 

We f eel eert&1n after a uuaber of con•eraationa with 
tho diroctoro of t be three banka and oxoa1nat1on of 
records freell aado &f&ilable bJ Credit Yartiniquaio and 
bank, that tho banka hero baYe no 011botanUal 1'1ln4o 
'be lon&i.D& to undea1ra'ble pereooa. Alter t\lrther con•er·a~ 

tion with Dido1lot, tbo l!anq~>e 4o l a Yartiniquo (aee 
t el egram of Jill¥ :n, 1943, no . 207) hao 011ppl1t d nueo 
ot all pereona who b&•• traoaterred o•er 200 ,000 JTench 
trance and there were no ausp1e1oua namea among theee . 
Siace tho Conoulato io ahortbandod it it difficlllt to 
r eport flll ly b.Y code. 

iifteen bouo of gold coin ban beon examined. 327 
grama 1o t he averace • e 16bt for 50 ph eoo of 100 franco 
Yalue h011ed 1n 1935 and 1936 and 322 srut 1o tbe aver114:o 
weight for 50 pioeeo of 20 franca Y&luo. 

'l'bo aupport of Boppenot bu been oouD>t bJ llall&e and 
mo. Inotruetioao troa Algiero to the otfoct that tho banka 
~ gtYe no intormatioo to us other than through him were 
ahoon to li&ligo bJ Boppenot. Thio baa boon icnored ey tbo 
bankero wbo ba•o c ivon more information than Hoppenot. 

I t ie IU&IIItt 4 tor certain reaaone that I return 
and report flllll. Aftu you boar 1Q' roport 1 belino 1 
could return and s-t •ore 1A:format1on i n a •ont.h or aix 
weeD 1! oec•a•ary. I t 1• r·equ••t • d that JOU rep~ a t ooee . 

II.LL101: 

Cow: bJ: 7·31-43 
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TREASURY DEPARTMENT 
• 

PAOCUII£MEHT DIVIIION 

WASHINGTOH 

August 2, 1\143 

":, O.Wrl!L. TO Ti;E SECRETAHY: 

Supplementing report to you of July 26, 1~43, 

the purchases a~ainst the African Prograr. froo 

July 2G, 1:143, to August 1, lll43, totaled :,.1, :,IJ4, 120 .23 

or o. total of t'urchases ior the pro t;r am t hus fer of 

.,51, 570, 7511 . 42 . 

Attached is report givinc status of shipping 

o.~o.inst the se purchases . 

~ 
n 'E. Lack 

of Procurement 

(lJa61 ) 

69 
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SECRET. 
Cocnodity 

'Abric . ach. & ~plexents 
Autorotive Equipmtnt ' ?arts 
ratter ie s 
&earinr,s 

' Brass a &ronze 
Erushes l Br ooms 
Building Hardware & .. eterial 
Chemicals 
Clothln~ , lfotions a Textiles 
Copper ln Var ious rorms 
Electrical Eqpt . & Supplies 
Explosives 
Ferro-Alloys 
Food ( Food Products 
Furniture ~ Office Equipment 
Glass 
Graphite Eroducts 
1 and 1 Cut tine Tools 
Industrial · achioery 
I ron 
Jut e Fer,s 
lead t Lead Alloys 
' edical Suppl ies 
I on-r'errous • etels, Other 
Paper ra~er nroducts 

ooe Twine 
ubber 

SCIO~ S oot S 
Jt~e1, ~11o, ~arbon 

Tonnaee 
Shipped to Date 
r'rom l . S. A. 

127U.Gl 
.. es .o7 

tl4 .03 
Lo 

2cl8. 4 

17d.29 
14779 .3'1 
15155.24 

201:1 .32 
oo .52 
14 .15 
44 . 

tiOS2 .25 

-a9 . b 
22. t•d 

o41 .119 
4l.ol 

1411 
751.19 

114 .97 
52. 12 
b4 

2\l 4 . 63 
247 . '15 
5~., .. 7 
L7it . 45 

v 'iu . ... ~J 

..1F JtlLY :,11 

'Ionnage 
[nder LoaCl 
At Port 

l 7t:.51 
. t\1 

b . 

2. 5 
.75 

38 .31 
1855. 79 

63 . U4 
15.5 
4. 

24 .5 

.c 
bO 

54 
63 .44 

410 
33. 55 
6 .5 
5 

322 
2176. l <i 

34 .75 
70.:, , c'f 

:..S . ~ 
;,,.r'i • J• 

Tonnat;e 
.Jll and at Port 
.aitinr Vessels 

42u.3cs 
1'13 .-2 
34 . ~9 
2 . ~5 

129 .26 

tl4 
3695. 4 
l \l3U .41 

10u.114 
5 .2\l 

7cs 
109 . o>6 
455.ol 
32 .61 
26 

555 
22 
23 
4d 

4t,? . o2 
14 

232.04 
l .Jb .u2 

Tonnaee 
Eo R.ute 
To Fort 

3v9 .b5 
ti5 . -·2 

7. 

8.34 

75 . <3 
5229 .67 
5126 .55 

G2. \J3 
1-a . 2'1 

123.3 
13 .05 

517.05 
31.51 

4:15 

.4 
32% .35 

12 
400 . l t: 
71);;1 . 51. 

·1'1.:1. .,._ 
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SECRET r-
Tonnar e ':'onne.fe Tonnage Tonnage 

Snipped io Date 1 ncier Load "n and at ?ort :!n Route 
Co:n:todi ty r·ro:n • S. A. At Port .iai tinv •. essels 'l o ' ort 

Steel, Pipe I· Tubing 200. 00 16 33. 41 50.5 
Tin Plate ->45 
Zinc 27 .5 

Totals 51, ti45.59 5, 851.00 12, U5 . 5~ 21,35o.31 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn Ausuat 2 , 1943 

TO Secretary Morgenthau 

Mr . B. ~. Bernstein f 
Mr. Achillea of the State Department telephoned to 

me that Sir Ronald Campbell baa delivered to Secretary Hull 

a note in reply to the American request on reciprocal aid. 

Copiea of thia note will be available TUeaday. 

I aaked Mr. Achillea to give me the N ba tance of the 

note applyins to the proviaion of additional raw materials . 

He indicated that the Britiah Government haa agreed to 

aupply aa reciprocal aid raw materials originating in the 

tlnited Kingdom, Southern Rhodesia and the Crown Colon1ea. 

This will appl7 to about $70 1111ll1on worth of raw materials 

annually , but only on contracts entered into after October 1, 

1943 . The note &lao a t atea that reoiproc&l ai d would not 

appl y to purcbaaea of tbeae materials through private trade 

channel a . 

So far aa the Dominion• and India are concerned, 

coverins $122 lllillion worth of raw materials annually, it 
l a suggested that the matter be taken up directly with them. 

Tbe Bri tiab Government will indicat e to the Doal.niona and 

I ndia the policy it 1e adopt ing toward theae requeata for 

raw material& under reciprocal aid. 

'lhe note e.lao atatea that the British Government will 

provide as reo1procal aid the shipping aervicea for trana­
port1ns theee r aw materie.la in all parta of tha Bri t1ab 

Commonwealth. 

• . . 
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8/4/ 43 

Photostats to llr. Bell 
Dr. White 

, 
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<61 ~I· 3 

My dear Mr. Secretary: 

CHINESE EMBASSY 
WASHINGTON 

.August 2, lS143 

I have the honor to ac:mowledge t he receipt ot 

your latter ot July 27, lSI43, enclosing a message 

tor Dr . H. H. Kung. The message was dul1 forwarded, 

and now I ban received the following reply trom 

Dr. Kung tor transmission to you: 

"The Chinese Government greatly appre­

ciates the prompt agreement ot the Treasury 

to the request to provide Unit ed States 

$200,000,000 tor purohaaing gold , "hich will 

strengthen the common war ettort through 

helping to check inflation. In accordance 

with the suggestion ot t he Treasury, the 

Chinese Government will request transfer• 

Honorable Henry Morgentbau, Jr . 

Secretary ot the ~eaeury 

Washington, D. 0. 

in apeoitio 
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in apeoitio amounts having regard to tha 

need tor the gold. " 

I am, my dear lAr. Secretary, 

Very ainoerely youra , 

//k~.%u:f_ 
f 
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ilE 
Chungking 

1his teltgram must be 
porrphraaed before being 
communicated to anyone 
other then a Governments l 
agency . ( BR) 

Deted August 2, 1943 

Rec ' d 4: 58p . m. 

Secretory of State 

'oashington 

13~4. August 2, 9 p . m. 

FOR SECRET~qy T=EASURY FRO¥. hDLER 

TF 145. Re vour S93 July 21. 

On~ For beckground 1nfor~8tion on Jape acquir ing 

conficating tampering with and ueln~ fepi see 

Embnsey ' e 1270 , July 23, and 1337 July ~0 , copies 

of which were sent to Tr eAsury . In connection with 

the former: (A) I specificAllY seked Dr Kung , 

K K Kwok a nd local mana~er or Bank of China abo~ -
rumor or Jeps putting forged C N doll ars ten 

billion into circulation , r nd ell replied st~ry 

wae utterly inaccurAte. (B) Local mrnager or Bpnk 

or China who was in nong Kong when it fell infor ms 

me that Bank of Chins 'e copper pla t ea and new 

notes with the Chung Hue book coin Hong Kong had 

been destroyed during 8 eige but thot he had hear d 

that n~•· :1otee printed fo r Bsnk of Communications 

had fallen into Jap hAnds . In conMct ion wi th the 

latter, accordi ng to the same source the count er feiting 

or f npi by the Jape ie not aysttmsticAllY orgsni~ed 
but carried 

78 
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-2- ~1354, ~ugust 2 , 9 p.m . from Chungking 

but csrr1ed on bv individuals aa P. 0r ivate racket, 

Two . ~hen I s aw Dr Kung on the 29th I asked 

him about the r eports of JRp counterfeiting end 

tho counter meesur Ps his go~ernment was adopting. 

He replied tha t the amounts of forged fRpi not es 

round th free ChinR WRS compara t ively small tota l l ing 

not more than about C N doll~ra t en million, He 

• edoeo that Jeps have counterfe i t ed BS dollars 

Hong Kong dollars ~nd ett rling ~• well ea fRpi , 

all of which they heve tried to dispose of in occupi ed 

territory , The government h~d adopted stringent 

l'oun t ~r··•easure s, conf lacs t1ng All coun t ~rfe 1 t no tes 

end me t ing out severe punishment to l arge holdeDe 

Recently e group including eolidere were round 

trying to smuggle 1n CN dol l ere 1 . 7 million of 

forged notes and all werP eentenced, the sold iers 

by military court . 

Three . On beals o! ove1lable PVidence Jopa 

hRve done much ~ore damage to Chinese economy 

by buying goods 1n free Chino with bone fide fep1 

they had acquired - at no ooat t o themselves in 

e xchange for CRB dol l&l'B, l"RB dollars , 

ond military yen - or conf1ece ted in occup.l.~d terr1t cry 

than •hey heve by circulating bogus fapi , ibe 

Jepa have used substant1al amounts of bone fide 

fap1 in ~~1s way and art r •por ted t o have CN 

two billion 
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-3- 61354, ~ugust 2, 9 p . m. from Chungking 

two billion left . The conaequenoea of such use 

of r apl are obvious , for t he inflntion is doubly 

aggravated by dr eln of goode from and lncrP.ased 

supply of money ln free China . There is no sign 

that Chi nese Government is m~k1ng nny eerioue 

a ~tempt to grapple with the problem fraught with 

pol i.ical as well as economic 1mplicat1one of 

economic end f i nancial intercourse be tween f r ee 

and occupied Chine . 

ATCHESON 

'li'.iC 
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PARAPHRASE C!' 'I'ELP.ORAI! R1!:C£1VJ':l> 

PROMI Amerioon . P.mb8sey, Chunr kinr, Chtn8 

DATE: August 2 , 19•:5, 11 ·11,111, 

!'0,1 1~6 

Tr1e ie meaeege ~~147, trenemitting the weekly 
r oonomio reoort rrom ~r. Adler for tho Becret~ry of the 
'l'reA~ury. 

1 . Prices: 

' lboleMle : 

Food 
General 

June 

8900 
1;,010 

tnoreese over ~Al 

?., Jh May the smount or 1eg~l tonller in oircml6 tton 
,..,, ~ CNI\46,486 , 000, 000, 

:5. Up to June ;,a the totlll' IJAleft or n. s. DollAr backed 
c:ertt rteatea amounteO to CN"990,000,000. 

4 . On July 20 the Yunnon ProvinciAl Government 
nrohlbtted black merkr t deolinrll \ n fore1pn currenclee. 
"'ht e WAll Ilene After repeated ruator ~ 10nd at the request 
o f the M1nietry or P\nenoe. A r ate of over 100 oer US 
llol1~tr 11 nov tn efteolt enll buetnee~ Ia being clone aore 
eecret~r. 

8. Depoe1 te or Government ApencieA anO 9rg&n1~Rt1one 
con11tttute nov l ee• thAn 66• of the Rovernmant banka' de­
aoette, tt ie learned rrom a reltnble ecuroe , An order 
•·aa recentl7 taeued b)' the Joint hellO offi ce or the tour 
e·overnment bAnlta v1 th the effect thAt the Can trill !lank 
hold en \noreReing , art or auch depoet te , 12< for rtxed 
~enoelte , 9~ fo r time deooeite anll &• tor ourrent ~ccounte 
oer annum are the current rat ee of the Oovernment b11nke. 
~n lo~ne , exoe?t thoee mAde nt orller or the Joint hend 
otttoe, ther charge u much "' 15 and 30( , P'or Hi d&7 
deno~tte loCAl nPtive bnnk• nre nov ~Aling At the rAte 
or 40 to 5~ per lllnn\111. 60 to 70i 1 1 their not'll\111 charp;e 
f or 15 487 loane, In Chun~kln~ t1ere heve baen r enorted 
l netenoee or Ae suches lob(. 

AT<WESON 
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CAM 
'l'h1s tt lEg ram lllls t bE 
paraphraaEa bEforE bEing 
oommunioattd to anyonE 
othEr than a GovErnmEn ta l 
ac tnoy . (Bn ) 

SEcrEtary of StatE , 

Washington . 

1355, August 2 , 10 a . w. 

chungking 

Dattd August 2 , 1943 

REO ' d 2!05 p ,m. 

iOR Tn=.: SECRETARY OF 'n!E TREASURY FRO>I ADI£R . 'IF146 

(1)-HaVE rEcEiVEd a numb Er of inquiriEs as to 

txaot status of UnitEd Statts dollar procEEds of 

matur1nf UnitEd StatEs dolar backEd savings cErti­

ficatEs purchasEa by mEmbErs of thE USAF 1n China . 

Is thErE any spEcific FFC ruling as to status of 

Ame rionn aold1trs stationed in blockEd count riES'! 

(2 )-ThtrE arE ptrsia u nt but unconf trmEd 

rumors that salE of UnitEd StatES dollar backEd 

savings 1a to cEasE at t hE t nd of July. 

ATOll£ SOli 

'IISB 

82 

Regraded Unclassified



VCH 
This telegram must be 
paraphrased ?efor e being 
communicated to anyone 
other than a Governmental 
agency. ( ER) 

Secretary of State 

ilashington 

~16, August 2, 12 p.m. 

Your 1~. Jenuary 12, 1943 . 

Bombay 

Doted August 2 , 1943 

Rec'd 10 :06 a . m. 

FOR THE TREASURY DEPARTMENT 

(a) July 31 gold rupees ?2 anna& 6 per tola 

fine, eilver rupees 106 per 100 tolae. 

(e) Reserves July 23 gold coin and bullion no 

change , silver coin including pepar notes millions 

rupeee 146 .2. 

(g) STRICTLY CO~Fl DENTIAL June gold imports 

164 ounces exports nil, silver tmporta 1,129,453 

ounces exportE 1 , 945 , 2?6. 

(1) Commodi ty prices Calcut ta ?2 items, year 1914 

r epr esents 100 : index numbtr tor 1943 June le 319. 

( J) Gold production Mysore State May 1943 fin e 

gold. 
DONOVAN 

·~sa 
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NOT TO BE RE-TI\ANS!IIT'fED 

COPY NO. I~ 

lllUTISI! IIOST SEX:RET 
U.S. SEX:RE'f 

OPfEL No. 253 

Information received up to 7 : .. 11., 2nd August, l9L). 

Yes~rday morning our Lignt Forces attscked enemy A/A 

nhip tmd four trawlers off the Dutch Coast. '!ne A/A ship wes <IB.JMged 

by gun fire. One of I!.M. Armed Merchant 9ruioora arrived at ~rO~/N 

on lat . Yesterday a SunderlAnd sank aU-boat i n the BAY OF BISCAY. Tho 

SunderlAnd was ~st but six of tho crow togotner ~ith survivors of the 

U-boat were rescued. 

2. aiR OPERATIONS 
'liESl'EliN FROliT. 1st/2nd. 29 aircraft were sent see-

ITALY. U heavy bombero attsckod REGGIO . 

BUP.Io!A. 29th. Mitchells attacked end hit a bridge over 

the ~tU River nt t.rt!TINGE, tho centre spnn is believed destroyed. 

)Oth. Medium bombers attackod 1\&IK'flLA Airfield rail-

way centro at IIYINGUN and oil lnstsll.otions at CII.'.UK, 1.40 miles east.­

northeao t of UERI..SE A!(SAB. 
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HMJr: 

Operator : 

KMJr: 

Operator: 

HMJr: 

Operator : 

Gunner Will. 
P1eroe: 

HMJr: 

P: 

!OIJr: 

P: 

HMJr: 

P: 

I!MJr: 

P: 

HMJr: 

P: 

HMJr: 

PI 

HMJr: 

P: 

August 3, 1943 
8:56 a.e. . 

Hello. 

MaJor Dillon hasn ' t oome in yet but they expect him 
shortly. 

Is anybody the r et 

I think Mr. Pierce 18 there. 

Let me talk to Mr. Peareon. 

Mr. P1eroe. 

Good morning, Mr. Secretary. 

Good morning. Ie th1a Mr. Peareont 

Pierce. 

Pierce. Oh, I' m sorry. 

Yee, sir. 

Do you mind telling me Vho you are Mr. Pieroet 

Oh, I' m a Marine gunner. 

Marine gunner? 

In the Marine Cor pa, yea air. 

Good t or you. Then you run the worka. 

Aye , a1r. 

85 ._ 

(Laughs ) Look, Mr. PUree, when MaJor D1.llon comee 
1n I w1 ah you'd tell blm I want to pay my reapeote 
to t he Navy Department and find out why the bell they 
can't get out my 1on'e order under two veeks. Nov, 
ble ordera haven't come through yet and the boy' e 
A.W . O.L. without them. 

Oh, you mean hla - that axtenaion or hla leavet 

It never came through. Nov , he ' a got to report to 
Brooklyn tomorrow and be haa nothing to show them. 
Seet 

Yea, a1r. 
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HMJr: 

PI 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

PI 

i!MJr: 

P: 

RMJr: 

PI 

HMJr: 

P: 

86 
- 2 -

Even the Treasury - ve can get out a bond in leas than 
t wo veeJte. 

(Laugba ) I know you can, air. 

Well, nov look . Can't aomebody Juat go over to the 
Personnel 01viaion and ait there 'till they get that 
boy'e order and it it'e been mailed get a- he'• got 
to nave an original, I underatand - doesn't bet You 
know that better than I do. 

Well, be can get a certif i ed copy ot it. It would be 
Juat aa well. 

• 
Well , would you eee that be geta a cer ti f ied copy -
and I'd like to have it by noont 

Over in your otticef 

:tea, air. 

Very well, air. We'll do it. 

I wan t to see whether the Navy really ia - can go to 
town on this. 

We'll do it the tirat thing thia morning. 

I mean - it's ridiculoue. 

Oh, I know it ia. I don't know vhy it has been held 
up the t long. 

Well, vill you see that it's delivered to me in my own 
band at 

I certainly vill, sir. 

I appreciate 1t. 

All rigbt, sir. Thank you, Mr. Secretary. 

HMJr: Bye .. 

P: Bye. 
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HMJr: Hello. Hello. 

August 3, 194 3 
9:00 a.m. 

.. 
87 

Robert 
Doughten: All right. 

HMJr: How are you? 

0: 

lll!Jr: 

o: 
I!MJr: 

0: 

HMJr: 

0: 

HMJr: 

0: 

HMJr: 

D: 

HIIJr: 

D: 

HMJr: 

0: 

HIIJr: 

Pr etty well, thank you. How are yru, Henryt 

How'e the ahooting down in North Uar olinat 

How' a thatt 

Any bootleg liquor down in your countrrt 

I imagine there ie. There alwaya ba a been. 

Good. 

I gueaa there ia. I don't know whe tner it'a good 
liquor or not though. 

They tell me i t ' e good. 

Well, I never try it. I gueee it ie. 

Did you have a l1 ttle r eett 

No, no. I bad a hard time. Ae 1 l ive - somebody to 
aee me every hour about eomething. I had a lot ot 
th i ngs. But I' m feeling all right, thank you. How a.r e 
you . getting along? 

Pretty well. I' d like to kind ot aee you. 

lea, that'a what I called you t or yeaterdey. I thought 
we 'd better talk about timing our work on the tax bill 
and I didn't want to aend out any meaaagee or notioea 
to the members until you a nd I talked it over. 

Well, when would you - when and wher e would you like 
t o get togethert 

Well , might be leae publicitY - I can oome down or you 
oan come up. Whatever you aay. 

Well, I'll be glad to do any way you want. Be glad to 
ee a you here. 
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D: 

l!MJr: 

D: 

HMJr: 

D: 

l!MJr: 

D: 

. !!MJr: 

D: 

- 2-

Well, I can run down there eometime th11 afternoon 
ae tar ae 1 know. 

\llell, would three o 'ol:ook be goodt 

88 

Three o'olook. l don't know any reaeon why it wouldn ' t 
be tine. I wae looking t or eome people here thie 
morning or I'd go thie morning. 

Well, I'd like to eee you. I want a little heart- to­
heart talk with you anyway. 

All right. 

And eo I ' ll look f orward to eeeing you at thr ee o'clock~' 

Three o'clock , unleee eoaeth1ng intervene• that I don ' t 
know anything about now. It eo, I ' ll call you . 

Tnank you very muoh. 

You're welcome. Good bye . 

f!MJr: Bye. 
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1tter oonterriag with Seoretar,r Morgenthau toaar, 

Chairan Doughten tf the Houae C~tt .. on •1• and Ktau 

ade the follOIIUg atateunt1 

.lfhr a 41aouaaion ill the frtatUJ7 thia afttrnoOil, 

I oan aafel7 atate that we appear to be ill agreement on 

liOat of the funa...ntal hauea ooncerniag t he need for 

increaa .a Gonl'liiUAt rnan~ to pa7 a larger a hare o! t he 
7I..J ~ ...,...-\ 

•r coat., uiA- rat11 rhi we ahoul4 look for •1• o! 

protecting taxpa7era whoae worltiag and 11Ting oon~tlona 

aubjeot thea to apeolal buN.ana. 

I ao not atan b7 thia that we are at t hh tiM in 

ooaplete agre~t"• fdo4the amoU:t ot reTenue to be aought, 

beoauae that h a dtohlOil whloh ooul4 onl;y be ade in full 

C~ttee. 

liclwenr, 1t 1a aafe enough to aa7 that the amount of 

rnanut whioh ennt111ll7 will be aought, b7 whahnr aetholl 

11 lltterain.a wpa, will be within the lillitatiou o! tu­

PI7t1'1 to pa7. !he belief that we ahoul4 obtain aore of 

the war ooata tr• nrrent lno .. than we are gettiag now 

la alaoet uniTeraallJ hela. 
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( 
Cop,y of preu release as handed to newspaper 

men by Congreaaman Dough ton today in Secretary' 
offi ce . 
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tboro •1 bo pooplo who need to bo prot .. to4 apl.alt 

the fllll bpaot of tu UOPOUOI • 
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GROUP 

Present: · Mr. Bell 
){r. Gaeton 
Mr. Gemble 
Mr. Sullivan 
Mr. Thampson 
Captain Kadea 
Mr. Bernstein 
Mr. Sal th 
Mr . Blough 
Mr. Haas 
){r. Paul 
Mrs. Klotz 

August 3, 1943 
10:00 a .m. 

H. W.JR: Let me ge t a couple of things off my 
desk. The femil1 is getting a little bit bigger 
again . 

Dan, where do we stand on recCIIlJIIending somebod¥ 
for chief financial officer for Ital1? 

){R. BELL: I had quite a talk w1 th Colonel 
Haskell this 1110rning, 'llbo baa just returned, and he 
has quite a story. 

HJI. JR: Did you see him? 

MR. BELL: Yes, I spent an hour with hill thie 
morning . 

H.Jl. JR: Would I enjo1 seeing him? 

WR. BELL : I think 1ou would. He is an awfully 
nice fellow. He was over there four days before the 
invasion of Sicily and ata1ed about a week or ten days 
afterwards , He has the picture prett1 well. He knowe 
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about 'llhat Eisenhower has in mind for the over-all 
picture . He thi nks we have got to give some more 
consideration to the probl~; that otherwise we are 
going to lose the chief place . 

H.~.JR: Why can't I have a talk with you and Jack 
McCloy and that General--

ing? 

ll.lt BElL: General Hilde ring and Colonel Haskell. 

H.l(. JR: Yes . \\hat do you think? 

llR. BEll.: It is all right . It would be good. 

H.l(. JR: Where is Haskell in relation t o Hilder-

MR. BELL: I don ' t know exactly, but Hildering is 
the head of the civilian mill tary control, and Haskell 
is on McCloy's staff . He is on the General Staff. But 
they work pretty close together on all of this - all 
these matters . They are both on this McCloy committee, 

H.M.JR: Why don ' t you try to arrange i t for, say, 
tb.ree-fifteen tomorrow? 

llR. BELL: All ri ght . I waan •t going to be here, 
but I can . 

HJi. JR: No. Daughton is coming in at three to 
see me. I want to see him alone first . I want to have 
a heart-to- heart talk with him first . 

You are just here t oday? You are going Wednesde¥ 
f or the rest of the week? 

MR. BELL: I was going tomorrow and Thursday. I 
was coming back Friday morning. 

H.M.JR: Let• s see hew I get along today. Would 
you talk to me this afternoon? I f we are going to do 
it, I would do it Friday morning. I don't know yet, 
you see. 
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MR. BELL: All right . If I could see fOU for a 
te~ minutes, sa1, after this meeting, I could tell fOU 
the general stor1 as to 'IIIla t fOU are rooking for, 

H.W . JR: All right. I don ' t have an1thing until 
eleven-thirt1. 

MR. BELL: It will take five minutes. 

H.M.JR: Have fOU something alae? 

MR. BELL : I assume Ted told fOU about Kr. 
Smith's decision . 

MR. GAMBLE: I have not. 

MR. BELL: Be has declined. He said he was verr 
sorr1 but he didn't feel he had the energy. 

H.M. JR: You (Gamble) and Herbert have got to get 
me somebody else. 

lt!R. BELL: Ted has been working on it, 

H.M.JR: We have to aew up these States. This 
week is the last week. If fOU don ' t do aDfthing else, 
fOU (Gamble) and Herbert have got to give me a State 
chai rman for every State this week, 

KR. BELL : This is the onl1 one left, ian' t it? 

MR. GAMBLE: Yes. 

H.M.JR: Got a real chairman for --

MR, GAMBLE: This is the only real problem ~e 
have , 

lt!R. GASTON: This is a real probl em. It is a 
tou(?,b ale. 
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MR. GAMBLE: This ia the fifth man now that we 
have worlced on. 

H.M.JR: You know there are aome awful good people 
over in western Massachusetts . 

I.!R. G.AliBLE: We need a man from Boston fo r this 
job. 

H.W.JR: They have influence over there. 

WR. GAMBLE: We ba ve a candidate we can talk to 
you about. I talked to Boston yesterday. I talked to 
all these people yesterday. 

H.J.!.JR: Who did you talk to? 

UR. GAMBLE : You mean the candidate? 

H.J.I.JR: Yes. 

MR. GAMBLE: Channing Cox, former governor of 
Yaaeachusetts and president of the Old Colony Trust 
Company. By using him--

H.W. JR: Do you know him? 

I.!R. SULLIVAN: Yes , I do. 

H.ll.JR: Good man? 

WR. SULLIVAN : He ie an able man. He ian't a 
perfect candidate . I talked to Gamble, and we both 
recognize that. &lt I can't think of anybody, off­
hand, who is better . 

H.M.JR: Don ' t bother me . Juat go ahead. 
You (Gamble) and Herbert are the f ellows who are handling 
it. 

:I!R. GAYBLE : 
going to have to 
to do it. 

I think we heve a problem, and we are 
have help froc you on it. We don't like 
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MR. TIIOI.!PSON: I have a ninet)'-da)' deferment 
for an Internal Revenue agent , to finish up a tax 
case. 

(Ninety-da)' .deferment for Donald G. Tripp, 
Special Agent, approved by the Secretar)'.) 

H.M.JR: Bell did a nice job while 10u were gone. 

You know about that printing situation? 

MR. Tll<JIPSON: Yes, he told me )'eaterdaf about 
it. He thinks we will get it out within the same 
period of time . 

H.M.JR: That is the Sth? 

AIR. TH<l!PSON : Yes. He is following through on 
that. 

H.M. JR: When is Charlie Bell going away? 

MR. THOMPSON : He plana to go sometime in October, 
I think. 

H.IL JR: Dan? 

MR. BEU.: 'l'ha t is all I have. 

MR. BL<XJGH: Some memoranda )'OU phoned about 
Sunda)' are readf. 

H.M .JR: Where? 

MR. BLOUGH: Here. I wouldn't say thef are final. 
You didn't ask for final ones . There are three of them. 
Each of them is quite .ahort. 

(Yemoranda dated August 2, 1943, concerning . 
dismissal compensation, apendings tax, and war antl ­
infla tlon tax program, handed to the Secretary. ) 
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H.M.JR: Has Paul seen them? 

IIR. BLaJGii: I think not . 

MR. PAUL: I went over the ependinge tax one, if 
that ia the same ooe. 

IIR. BLOUGH: It is considerably changed. 

H.ll. JR: Depending on the Dough ton thing, I am 
saving tomorrow morning to talk taxes - all morning. 

Will. you be here tomorrow morning? 

IIR . PAUL: Yes. 

MR. BLOOGR: That is all. 

H.M. JR: Fred? 

LIR. SIIIITH: I heve two things here. The last of 
the Toscanini concerts is going to be held on Sunday, 
Septemb sr 19, and they would like to have you talk on 
the t for about four minutes . 

H.ll. JR: Oh, I don 1 t- -

loiR. SKI'IH: Sunday - you probab.J.y won 1 t be any 
place on Sunday. 

H • .ll. JR: It doe an • t interest me. I don 1 t think 
you get enough audience. I want to talk to the people 
below five thousand dollars. (Laughter) 

MR. S.lll'IH: If that ie what you want, I have a 
humdinger for you. walter Winchell ie going an a 
vacation and wants you to write hie column. (Laughter) 

H.M.JR: For how long? 
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J&R. ~I'IH : About a thousand words, just one day. 
It eeems awfUlly silly for you t o do it, and still, on 
the other band, you probably will never reach as many 
dopes u you would if you did that . (Laughter} 

WR. GASTON: The newepaper column? 

YR. SMITH: Yes, that is right . It is t he widest 
circulated column, I gueas, there h in the country. 

H.W.JR: No, thank you. (Laughter) Any other 
good ideas? 

.I&R. SIU'm: No, this one Just came in. 

H.W.JR: Could I see a copy of the release that 
went out last night? 

YR. SMITH: Sure , I will get it. 

H.M. JR: I liked the way it came out, backing 
up the President . 

You go ahead llith that State Department business, 
will you? 

li.R. BI!RNSTEIN: Yes. 

This ie a brief memorandu.al. I can tell you 
orally 'tlhat it containe. (llemoranduQI dated August 2, 
1943, banded t o the Secretary. ) 

H.W. JR: Go ahead • 

.I&R. BERNSTEIN : The list that we subrlitted to 
the Bri tisb contained a hundred and ninety- one million 
dollars' .orth of raw materials annually, and it wae 
dist ributed over the 'tlhole Bri tieh anpire, The British 
have agreed t o supply that part which comes from the 
United Kingdom, Rbodesia,ana the Crown'colonies, 
amounting to abwt seventy million dollars . The rest 
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o<Des froi the DOIIIinions and from India, and they re­
quest that we take up with t hai specifically the aame 
question. 

In the meantime, the United Kingdom Government 
will info nn the D<Dinione the t they are going along with 
ua on the raw materials program. 

There are two qualifications in addition to thia: 

104 

Firat, that this arrangaeo t on reciprocal aid shall 
apply only to contracts antered into after October 1. '' · 

H.M. JR: Of thi a year? 

MR. BERNSTEIN: Yea . There may be a considerable 
amount already contracted for. 

The aecond i8 that it should not apply to goode 
that come through ~rivate trade channels. We haven't 
yet been able to flnd out what proportion of these raw 
materials do come from those ob.annela. 

Then finally, the Britieh have agreed to pay all 
shipping costs in connection with such raw materials 
from whatever pa r t of the British Com~~~onwealth they 
ccae. 

H.W. JR: I am going to have to sit dom with you. 
It ia too involved. 

Have you talked 111. th tbe Leod-Leaae people? 

MR. BERNSTEIN: No, air, we haven't yet . 

H.X. JR: Supposing you and Wise Kistler have a 
preliminary talk with them today and eee how they 
feel about this and what is the answer. 

How is Martinique? 

llR. BB.RNSTEIN: I spoke to Mr. Feie ~gain, and 
he haa spoken to the people in the State Department. 
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Feis says he is very eager for the State Department to 
cooperate with the Treasury, and they will. They don't 
want it to apply to rood shipments because of the 
spacial place that food shipments occupy. 

When we get ready to move on the g~neral licenses 
for the banks, he will be glad to get Sta te Department 
clearance for ua. 

B.V.JR: Now, don't let me forget thia . When I 
sit down wi th you and go "'e r that oa ble of Winant' a, 
I want to write him a personal letter on that. 

MR. BERNSTEIN: Yes, air. There are amall matters 
that may be of interest to you that I might mention, 

TWo cables came in yesterday from Swit~erland which 
i ndicate, first , that the Germane have stopped coal 
deliveries to Italy{· and, second, that labor t rouble 
baa stopped product on in two of the largest rayon 
plants in Italy, a very important industry for Italy. 

There is another cable showing a very sharp drop 
in the quotations tor mark currency in Switzerland. 
Mark currency in Swit~erland la two point three cents 
a mark for snall notes. 

H.M. JR: \llhat would be the official? 

KR. BERNSTEIN: Forty cents if there were no 
restrictions on getting back the marks into Germany. 

KR, P!UL: I don't get t hat. •hat percent 
depreeia tion is thtr e? 

KR. BERISTEIN : TWo point three cents for a amall 
mark note as compared with forty c enta which would be 
normal, It is down to about one-fifteenth or one­
sixteenth. 

It needs a further qualification. I t is against 
the law to import mark currency into Garmany. In other 
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words, they used to be at ten, twelve, and fifteen 
cent a, and--

KR. PAUL: But it depends--

YR. BERNSTEIN: It depends on how far back you go . 
Our own currency notes are selling about sixty percent 
of per . 

H.li. JR: How do you interpret it? 

YR. BERNSTEIN: I think it means that there ia a 
feeling that mark currency ia nowhere near ae good aa 
it wee a month ago, 

On the exports of coal and cotton to Italy, after 
you spoke to Secretary Hull he called up t wo of hie 
staff and had them talk to the i nterdepartmental com­
mittee working on Italy. 

They went to work immediately, spoke to Army 
people, and they prepared a memorandum on the subject. 

They have been informed by the Army people that 
they are ury glad - the Army ia - that you called~ 
attention to this problem because it baa resulted in 
getting some defiDlte action in a field that was being 
neglected. The State Department people feel much the 
a1111e way. 

H.K.JR: Would you explain something for m:t 
benefit and anybody else's that is interested? lhat 
I can 't get through m:t head ia that the KcCloy 
committee, .hich seams to be running the occupation -
I mean, after they take, say, Sicily, they go in and 
provide the civilian administration for , say, Sicily. 
I don't know what they call that . 

MR. BERNSTEIN: AM GOT. 

H.M.JR: And ),{cCloy seems to be running that 
througll this general 'lilo is over here and seams to 
be in charge. What is his name? 
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ILR. BEmfSTEIN: Hildering. 

H.W.JR: There is that committee, which I can 
understand, but ~t the hel l are they doing over in 
the State Department? 

WR. BERNSTEIN: After the military government 
period is finished there ie a period of civil govern­
mlllt under civil administration. Thet ie under the 
State DepartMent. To bring the two periods together, 
to eee that plane work, Bildering is on thet over-all 
camittee, too. 

Now, there i s an area committee representing the 
various depar tments, and the Treasury ie one of the 
departmen te . 

H.W.JR: On which of these committees do we sit? 

WR. BERNSTEIN: We sit on the civil affai rs 
committee of occupied areas, whi ch is under the State 
Department • 

H.M. JR: But we don ' t ai t on the lo!cCloy c amni ttee? 

MR. BELL: Well, we do from time to time when we 
are involved. We have been on it right along on Sicily 
since the latter part of March . 

H.){. JR: Who in the Treasury sits? 

lo!R. BELL: I sat on the f irst ones, and then 
afterwar ds Harry, and Tqlor went with him, also. 

H.M. JR: I have never met Taylor. 

WR. BELL: I thought you ta.Lked wi th him after 
he came baok. 

H.M.JR: No . I wi sh you would bring him in some 
time. 
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llR. SUU.IV!N: Walter Upp111Ann baa &n editorial 
that--

. H,Y. JR: I read it. It ia very good. 

llR. BERNSTEIN : The effect baa been verf desirable 
all around; and we have been eo infonned. 

H.M.JR: You mean my calling? 

ilR. BERNSTEIN: To fOUr call, f88 , sir. 

H,j,!,JR: I spoke to Governor Lehman festerdaf. 
He said be knew that the Army had &greed to go in for 
six months, then turn things over. I dido ' t gather 
t~ t "1111111 I saw hi111 last week. l(aybe I dido' t under­
stand. But the Annf has fixed a period of six montha 
ths t they "Rill run Italf, then they will turn it over 
to the State Department . 

llR. BERNSTEIN: The faot is they haven't any 
preparation- they haven't made ·satisfactory arrange­
mente for that period when the civil affairs will be 
under the State Depar1men t . 

B.W.JR: Just to show fOU how loose things are, 
I had - this h verf amuli ng, and I did it purely 
without thinking. 

I had this talk fti th Hull in the moming, and I 
had Harold Ickes for lunch. Just to make conversa tion, 
I was talking about how the Army said thef were going 
to supply Italy with two hundred fifty thousand tons 
of coal a month. Thef are now getting a million tons 
a month. Ickes said, "Over my dead body. I'm not 
going to let the people here freeze to keep the people 
In Italy warm. " I said, "Calm down• and so on. But 
the point is thef are figuring two hundred fifty . 
thousand tons of coal , and they don ' t even speak to 
the coal administrator. 

WR. BERNSTEIN: The coal ia going to come from 
England and South Africa rather than from the Uni ted 
States, W:r. Secretarf. 
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H.K. JR: What I would like to know - how can I 
find out ~at happened that afternoon when they talked 
to the English about this? 

14R. BERNSTEIN: It uy be Mr. Taylor will· know and 
I will aak him. 

H.K.JR: They were to have a meeting that a.fternoon 
l'.ith the English. Do you know, Dan? 

WR. BELL: No, I understood there was some question 
alout the English having enough coal to supply Italy. 

H.K.JR: O.K. I will get in on some of this stu.f.f 
this week. 

Paul? 

Mlt. PAUL: I had a conference Saturday afternoon -
a tax conference - with Vinson. 

H.M. JR: With Vinson? 

WR. PAUL: Yes. He called me up. I had gone home 
for the afternoon and be called up and said t nere wasn't 
much doing around there and could I have a chat with him. 
lLa~hter) 
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~ BELL: Incidentally, take up taxes , huh? (Laughter) 

KR. PAUL: I went down and talked with him. I don't 
know how much detail you want to go into until tomorrow. 
He took occasion to say that he considered hie function 
in the tax picture only to be one of help. 

l!.M.JR: Well, that is very interesting. 

You people that were helpi.ng me on that letter-­

WRS. KLOTZ : I showed it to Kades and Paul. 

Regraded Unclassified



110 

- 14 -

MR. PAUL: He had heard something about that picture. 

H.M.JR : ~omething about--

1Ut. PAUL: That picture that you we re concerned, and 
he didn't say exactly what, but he was obviously intending 
to reassure me tllat his function was only one of help. 

H. M. JR: Well, !!f¥ inclination is to see Vinson , the 
sooner the better, and ha?e a talk. 

lolh. PAUL: He 
compulsory saving. 
today. 

spoke Saturday about seeing you on 
I have a luncheon en~;agement with him 

H.M. JR: Do you want to ask him? 

Llli. GASTON: You saw that--

Mit. PAUL~ h. that t hat V.h&ley- Eaton letter? (l~haley­
~aton letter aated July 31, 1943, handed to the Secretary 
by o!r. Gaston .) 

loiH. GASTON: Yes. That other thing is a Tin.es editorial 
saying the thing is for the Treasury to submit an exact 
schedule of what they propose on taxes . 

H.M.JR: Just look at t~e l eaks out of the White 
House . 

~hY not, Paul - I can either call him up direct or 
do it through you , and say I ~ould like to see him. 

MK. PAUL: I should think it mlght be well to do it 
direct because I ~ouldn't know just •hat your schedule 
v.as . 

H. M. JR: I will call him. 

That thing in that .haley-~aton - certainly the 
President doesn't see lrhaley-l:.aton- -

. .. • 
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MH. PAUL: I don't know whether it is that one- I 
think it is the Kiplinger that just came in today that 
has some of Vinson's ideas exactly on the detai led tax 
progr8111. 

H.M. JR: I will call him up a little later. 

J.lh. PAUL: I was supposed to see Stam--

li.M. Jk: V.bat did he say to you - that nis position 
was what? 

Mit. PAUL: He heard that you were concerned - he 
didn't refer t o any correspondence. He said he wanted me 
to unde rstand that his position was only one of helping. 

H.M. JR: We l l , when this meeting is over I will have 
a ta lk with him. 

M!!. PAUL: Then I made this luncheon engagement for 
today with him. 

Stem and I a!'e supposed to see Doughten. He called 
me t his morning. Doughton wante ua to tell him how n 
are getting along. out if you are seeing Doughten at 
t hree--

H.M. JR: Doughten called me . I didn't call him. 
He kind of fooled around - should I come up there or 
should he come down here. He said it dtdn't make any 
difference. I said, "O.K., come down here." I mean, 
that is the mood I am in as long aa it didn't maLe any 
di fference. 

111 

•• • 

MR. PAUL: I have a memorandum here on the Crowley 
~&~*u§B, -l~is!nKa~~e~e£g ¥~:· sei~¥~~~~)) (Memorandum dated 

H.M.JR: I wish you and Blough would be in your 
offices f rom three o' clock on . 

MH. PAUL: Will you let me know as soon as you are 
through so I can see •Stam and Doughten up on the Hill? 
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ll . ~: . JR: I am having you come in . Don't rush it. 
I am going to get on a personal basis with him, and 
everything else. 

Mit. PAUL: I want to make a recommendation to you 
that someYbere in the Italian field where the~ are short 
of men they certainly ought to be using the former 
Treasury employee, Bob Eichholz. He is just doing noth­
ing in the Navy. 

112 

H.W. JR: Should I give this to-- (Indicating 
msnorandum dated August 2, from Mr. Paul to the Secretary.) 

Mk. BhLL: Give it to Bernstein. (Memorandum handed 
to .llr. Berna tein • ) 

ri . M. Jk: How pressing is that - to give them a man 
ove1• there? 

!.lk. BI:.LL: The top man is pretty pressing. They 
v.na t him the 15th of August. 

J.!lt. PAUL: McCollester is supposed to give his ans­
v.er to the State UApartment today whether he will go 
over aa Area Director. · 

H. M. JR: This is the finance man . 

Mit. GASTON : Ae have cot:iea of all those returns if 
you care to look at them. 

H. W. JR: ire you all right? 

M.K. PAUL: Yes . 

H.M. JR: If you will just be around - you and Roy -
from three o ' clock on. 

M.K. PAUL: All right . 

H. M. JR: George? 
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MM. HAAS: I have no thing this morning. 

CAPT . KADES: Mr . McConnell reported yesterday morning. 
ke i s in koom 275. 

H.M. JR: Is be busy? 

CAPT. KADES: He ia busy becoming acquainted with 
the members of the staff and chatting with them. He 
saw George yesterday afte rnoon - spent some time with 
him. He has had a chat with Dan . is soon as Roy is 
free he is going to t alk to Roy. 

1.111. GAI.!BLE: There are several things; one, if you 
can gi ve us a--

n.M. JR: You kind of nurse him along, will you? 

CAPT . KADES: Yes. 

MR. GAMBLE : I f you can spare a few minutes, 
1\r . Gaston, J.lr. Bell , and I would like to talk to you 
about Massachusetts . 

H.M.JR: Oh, gawd - what do you want me to do? 
Give me the bad news. (Laughter) 

~. GA!lBll : ;.e n nt you to ca.Jl Channing Cox. 

H.M.JR: Can't I telegraph him? 

II}(, G~:BLE : I think not . I am acting on a recom­
mendation of this commi ttee that I talked to yesterday 
in Boston. 

H.M.JR: I don 't know the man. Call t he man up 
out of a clear sky? 

~\R. GAMBLE : I think we have gotten down to the 
point where we can't afford tDmiu t his last fellow. 

•• • 
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We aroe going to have t o go up and eet up a mechanical 
organization to do the job. 

K.tl . Jl\: Do you know whether he is inter ested? 

MR. GA!.IBL!i : Yes, sir. 

K.M.JR: All right . (Laughter) That is what the 
President said when he signed the Proclamation . 

MR. GAUBLE : The second thing, we nave,tomorrow,all 
of these State chairmen coming ln. We wi!l start out the 
meeting in the morning at ten o' clock . If you would, we 
~ould like to have you give them a few minutes. 

H. loi. JR: Three-fifteen - how long? 

MH. GAtiBI.E : That YiOn' t t ake over ten minutes - fif­
teen at the outside. 

The only other matter--

H.M. JR: \That is this fe!low' s name? 

lffi. GAMBLE: Channing Cox. 

H.U.JR: ~bat am I to ssk him to do? 

14R. GAMBLE : Ask him to accept the chairmanship of 
this . 

You might say to him that he baa been 
by this committee of peop!e , including Mr. 
t.lr . Stubbs . · 

recommended 
.t'addock and 

You might a!so say that people who worked in th~ 
Second 11ar Loan have indicated a wi llingness to contlnue 
if a man of his caliber is selected as chainnan. 

114 
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H.L!. JR: I st ill say if he turns you down there 
are some very good financial people and good citizens 
in western Massachusetts. 

J.!R, GAl!BLE: Without even knoYting I am convinced 
there are better citizens in Boston. 1Laughter) 

».M. JR: I 'll bet Peter could give you a couple of 
names in western llassachusetts. What is the name of the 
president of Smith2 

~. BELL: Davis, I think. 

H. I.!. JR: You want somebod,y - you know--

J.IR . GAMBLE: We have walked right into the enemy's 
camp up there . The situation wasn ' t helped by Paddock 
or Stubbs. We have gone right into their own camp and 
t ried to put them all together - select the leader that 
they have al l worked for . It is a tough way to do it. 

H.M. JR: I tell you who would do it for you - he 
would love to get back in the limelight - that is the 
president of Amherst. 

UR. PAUL: He would be good in the sense· that he 
comes from eastern J.!assachusetts, and he is in western 
lo!aasachusetts. 

115 

H.~. JR : He is a former busine ssman - shoe manufacturer, 

liR. GAJ.!BI.E: Stanley King would probably do it. Joe 
Kennedy has been mentioned b1 several people as wanting 
to get back into the limelight. (Laughter) 

H.loi. JR: Colonel McCormick wanted to get on. our 
oommittee

1 
too, of the Second \Var Loan in IllinolS. 

(Laughter) 

L!R. GAMBLE: I didn't know I ennedy was in the same 
class, 

H.U. JR: Practically, as far as I am concerned. 
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WR. SUU.IVAN: lie too . 

H.Y.JR: That makes it unanimous. (Laughter} 

Stanley King wouldn' t be bad, Do you agree? 

MR. scrLLIVAN: I haven't seen him for ten years, 
He was a very able fellow. 

B.~.JR: He would love it. You could do lots worse. 

)(R, GAliBLE: I agree wi th you. I like King. I 
have seen hUn in the last eighteen months. He is very 
active. 

H.U. JR: You could do lots worse. 

If he won' t do thet, we will get Stanley King. 

All right? 

MR. GASTON: I don' t know Stanley King. 

U.V.JR: You Amherst? 

'WR. PAUL: Yes, 

R.U. JR: He is a go-getter; he makes a good speech. 

KR. GASTON: Is he the president of Amherst now? 

)(R, scrLLIVAN: If you can't get thet Dartmouth man 
he would be all right. (Laughter) 

H.M. JR: Williams - Baxter ia down here with Donovan, 
or used to be, (Laughter) . 

MR. GAMBLE: Just one other matter . There was a 
press release both Fred and I have gone over for the 
retailers. I t came to your desk and was returned. I 
wondered if there was any reason for it being returned. 
We will send it baok. 

116 ' 
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H.M. JR : Let me see it . (Draft of press release 
handed to the Secret ary U.V Mr. Gamble . } 

I don't think i t had your initials on it, for one 
thing. 

MR. G~lBLE: · I t bad 8mith' s, I believe. 

H.U. JR: Yes, but this is War Bonds. 

117 

IIR. GlliBLE: Yes, that may have been the onl.f reason. 

L!R. s:AITH: I think you gave it to me and just didn't 
put your initial on it. 

URS. KLOTZ: You said you wanted that held up - I 
think that is the one - and sent out when the general 
rel ease went out . Then you told me to send it back to 
Ted Gamble because he hadn' t seen it, and for him to 
talk to you about i t. 

H.M.JR : Do you s til l want it? 

UR. GAMBLE: Ye s, sir. 

II .U.JR: There was no i ndication ;you had seen it . 

IIR. G~E: Ynat was our error. (Draf t of press 
release approved by the Secretary. } 

That is all I have. 

IIR. SULLIVAN: Nothing. 

H.M. JR: Did they acquaint youwi th ~ activities 
while you were gone? 

MR. SULLIVAN: They did. 

H.M. JR: I hope you approved. 

IIR. SULLIVAll: No, I did not. 
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II .J&.JR: That is your privilege. 

MR. SULLIVAN : That is all right . 

H.M.JR: Even Norman Cann said we did a good job on 
simplification of the stat ement - of t he form. He is 
pleued. 

IIIR. SULLIVAN : The form? I thought everybody agreed 
on that. 

H.Ji.JR: Vlhat else was there? 

YR. SULLIVAN: I thought there was a good deal of 
discus sion about a letter . 

fi . I.! .JR: Oh, well--

!.IR. !>'ULLIVAN: No, I think you did a swell job on 
tho form. 

H.M.JR: On the letter part, the only difference--

1m. ~1ILl.IVAll : That form wa.s while I was here. 

H .~ . JR : The let ter thin~, I think now the Bureau 
has found - as far as I know 1s ha~py about the let ter, 
now. It is just a question of tig1ng. They will get i t 
out just as quick . 

(The Secretary held a te l ephone conversation with 
Mr. Channing Cox. ) 

Any other pha sent chores for me? (Laughter) 

Am. GA!lBLE: Not today, sir. 

YR. GASTON: I haven' t a~thing. 

You asked me about the situation up there at Hyde 
Park about the guards. I can te l l you nor. or later . 

118 ' 
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H.M.JR: Now is all right. 

WR. GASTON: They had a force of ten guards up there 
on the rolls as assistant agents. They decided they 
weren't doing anything useful in view of the number of 
aoldiers up there, and decided just to take the whole -
bring the whole force back. They were guards, and they 
were on the rolls up there as assistant agents. One man 
is being left up there . I t will result in the reduction 
of pay of one of the men who is brought back. It will 
cost him something like fifty dollars a year . '//hen they ·· .., 
come back here he will be on a different status . 

H.Y. JR: They told me that everybody was cut five 
hundred dollars. 

MR. GASTOII: That isn't true . 

H.M. JR: They also said there were a couple of 
trouble-makers up there . 

MR. GASTON: I think there has been some friction up 
there in that guard fore~ partly due to the fact that 
there wasn't much for them to do. They are just bringing 
them back, putting them back in the status of guards. 
They ere not agents. 

H.I.!. JR: What do the poor soldiers do up there? 
They have a couple of hundred soldiers up there. 

IIR. GASTON: Yes, that was the reason fo1• bringing 
these guards back. I don ' t know what they do. 

I had some further information for you on 1~ . McConnel l ' s 
tax record, but I don't think - it goes into considerable 
detail, and I don't think you care about it. The substance 
of the matter was that he was assessed deficiencies for 
1933, '34, and ' 35 in the amount of some two hundred thou­
sand doll ars, which he paid, and interest ran on it. 

Later that whole case was settled by stipulation in 
the tax cour t , and under that stipulation he paid about 
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ninety-five thousand dollars more taxes for himself, 
his relatives, and his corporations than he had 
originally returned. But there was refund because of 
his having paid an assessed deficiency, A~ excessive 
deficiency, of two hundred thousand dollars for those 
years. 

H.ll. JR: Would you say the whole thing was an honest 
mistake? 

UR. GASTOH: The Bureau was of that opinion. That is, 
his tax was r educed bf this device of going through a 
personal corporation, but there was no proof that that 
was for the intent of avoiding taxes, and the Bureau at 
no time attempt ed t o assert fraud in connection with the 
transact ion. · 

II.M. JR: Do you know any reason why he shouldn't work 
here? 

I.R. GASTON : No, I don' t know any reason. 

H.M. JR: Do you recomnend it - I mean, as far as 
taxes are concerned? 

l.!R. GASTOH: As far as taxes are concerned I don't 
see any obstacle. 

UR. PAUL: I concur there . I went over that picture 
before I was here. 

so . 
H.W.JR: You were his attorney - I thought you said 

Am. PAUL: No, it was before I came here . 

H.M. JR: Weren't you his attorney? 

1m. PAUL: He consulted me. I wasn ' t his attorney 
of record. He consulted me, and there is certainly 
nothing in the case that woul d be any reason why he shouldn't 
come here. 

,. , 
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ll.li. JR: Even though you were his attorney. 
(Laughter) 

MR. PAUL: They usual ly didn ' t come to me unless 
it was desperate , (Laughter) 

llR. GASTON: The report seems to indicate that his 
dealings were very straightforward and that he made com­
plete disclosures. There was no question raised about 
any evasion. 

H.U. JR : I have been jokin~ . On the serious side, 
as far as his tax goes, all right? 

MR. PAUL: Entirely all right. 

MR. GASTO?I: This is merely an ordinary dispute 
about tax liability over a period of years. 

MR. PAUL : Technically, they did assert fraud . They 
had no business doing i t ; i t was abandoned. 

AlR. GASTON: They agreed in the final disposit i on 
of the case that there was no basis for fraud . 

WR. PAUL: There was never any basis for fraud charges. 

H.W. JR: Somebody said they wanted to see me after­
warda. 

MR. BELL : I did. 

H.IJ.JR: What was the subject? 

MR. BELL: About this Italian thing. I just wanted 
to give you the background. 

H.M. JR: All right . 

• • • • 
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Treasury Department 12 2 
Dlvl alon ot Wonetary Research 

0 
To: Secretar7 Morgenthau 

From: E. M. Berna tein 

A cable from Switzerland atatea 
that Italian banks have tried to unload 
in Zurich their holdings of marks and 
eacudoa. Tbeir orders were not executed, 

It ia alao reported that German coal 
deliveries to Italy have stopped. Labor 
trouble baa forced the cloe1ng ot large 
rayon plants, · 

Another cable from Switzerland abowa 
no a1gn1fieant change in the quotations 
for lire currency last month (croaa rate 
tor amall notea about .7 cents per lira). 
Quotations tor mark currency dropped 
about 25 percent in the past month (erose 
rate tor small notes about 2 . ~ cents a 

( ·ark). 

.• 
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Channing 

Auguft 3, 19113 
11:13 a.m. 

Cox: Hello. 

~Jr: Mr. Cox. 

C: Yea, elr. 

HY~r: This 1s Morgenthau speaking. 

C: How do you do, s1r7 

HMJr: 

C: 

~Jr: 

C: 

HMJr: 

F1ne. How are you? 

Ob, getting along. 

Well, Mr. Cox, we've been trying to get the beat man 
1n Maaaaobuaetta t o be chairman t or our Third War Loan 
end all the various int~reet e up tber~ seem to think 
tha t you 're the bea t man t or the Job. 

You know bow to approach eubJeota, do you not? 

.. .. • 

I hope I do - and we're very anxloue to get you and 
get started and the Federal Reserve and all the interests 
up there , I can aeaure you, will get beh1nd you 1t you 
would bead lt up. 

C: 

!IMJr: 

C: 

!IMJr: 

C: 

HMJr: 

C: 

HMJr: 

Well, I'll tell you, Hr. Secretary, I will have to let 
you know l ater in the day. At present I'm the chairman 
ot the Governor's State Committee on Public Safety •..• 

Yea. 

•..• and that hae been a real tour, aa you llnov •.•• 

Yea • 

. . . . and I've got to see bow th1a would tlt l n w1th that. 
I'd like to do it lt lt seems possible but I think I 
owe lt to everybodY to eee bow that tits ln. 

I should th1nk the two tblnge woul d dove-tall. 

Well , everything dove-talle but there are only twenty­
tour hours 1n the day. 

Well, anyway •••. 
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Augul't }, 19113 
11 :1} a.m. 

Channing 
Cox: Hello . 

~MJr: Mr. Cox. 

C: Xes, air. 

HY~r: This ie Morgenthau speaking. 

C: How do you do, sir? 

HMJr: 

C: 

ft\IJr: 

C: 

KMJr: 

Fine. How are you? 

Oh, getting along. 

Well, Mr. Cox, we've been t r ying to get the beet man 
in Maaaachuee tte to be chairman t or our Third War Loa n 
end all the various int~reete up there seem to think 
that you 're th e beet man t or the Job. 

Xou know how to approach subJects, do you not? 

.... 

I hope I do - and we're very anxious to get you and 
get started and the Federal Reserve and all the interests 
up ther e , I can assure you, will get behind you it you 
would bead it up. 

C: 

HMJr : 

C: 

Hl!Jr: 

C: 

HMJr: 

C: 

HMJr: 

'Nell, I'll tell you, Mr. Secretary, I will have to l et 
you know later in the day. At present I'm the chai rman 
or the Governor's State Co~ittee on Public Safety •••• 

Xee. 

••.• a nd that bee been a real tour , ee you :mow •.•. 

X ea • 

•... and I've go t to see how thle would tlt l n with that. 
I ' d llk e to do it lf it eeeme poeel ble but I think I 
owe it to everybody to eee how tha t tlta ln. 

I should think the two thinge would dove-tail. 

Well, everything dove-tails but there are only twenty­
f our hours in the day. 

Well, anyway . ..• 
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HY.Jr: 

C: 

HMJr: 

C: 

:r.~Jr : 

C: 

C: 

i!l~Jr: 

C: 

C: 

:iY.Jr: 

C: 

t:t!Jr: 

C: 

n::Jr: 

C: 

H!lJr: 

C: 

'l!!Jr: 

126 
- 2 -

I don't think t here 1a any inconsistency - I mean .... 

Xeah. 

••.. when ~<e're both working t or the eame end, bu t it I'm 
doing all I can, I can't do much mor e. That 's all. 

I< ell , supposing you give it a l ook and will you call 
me back thi s afternoon? 

Wel l, yes - or ur obably a telegram would be better, 
wouldn ' t it? 

El ther vay that's easier t or you. 

Xou know Jett Coolidge who i e aeeoci ated vl th me has 
ned a n at tack? 

I only heard it the o ther day. 

And that makes i t doubly hard t or me. 

I see. 

He ' s Chairman ot the Old Colony- and the President- and 
he's out ot commission t or several weeks at least. 

Yeah. 

And that makes ano ther embarrassment. 

How l s J etr getting along? 

Well, i t 's one o f those- uh - thrombo sis and i t j us t 
takee time at bes t . 

Yeah. 

And i t was the real thing. 

Yeah. 

Well , I a ppreciate your a sking me and I will talk 
with mv assocYates and aeo whether I can do l t and 
I 'll give you an answer right after lunch. 

I hope 1 t will be •yes". 

'ilell , I'll do it it I can hon ~rably see '!lY way clear. 

'!'hank you. 

• 
• •• 
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TAXES 

August 3, 1943 
11:55 a.m. 

Present: Mr. Bell 
!M·. Gaston 
Mr. Sul.livan 
l.tr. Helvering 

H.!.:. J R: This is something that I \,ant you (Bell) 
to do for me as Uncer Secretary. Nonaan Cann is band­
ing in his res ignation and one of the reasons is that 
be took the blame on this ques tion of a complicated 
fonn- the form that went out on the withholding tax. 
It was all cleared here in the Treasury . The reason I 
am asking you to do it is everybody is sort of involved 
except you and he claims he cleared this thing. I 
haven ' t got the time. It would take a half a day to sit 
as a judge and t ake the evidence. 

"'!::-
UK. HELVERING : Could I interpose there? 

H. IL. JR: Yes . 

YR. HELVEhiNG : The main objection be has to it i s 
that representatives of the Treasury were over and went 
over there and then after they al l approved it and came 
over here and the eruption happened about it, then that 
the Treasury boys, as I get the idea- be didn 't ~ay 
this i n so many words - disclaimed they had anyth1ng to 
do with it - that it was all his. he shouldered the 
whole blame for it. He didn't feel that that was 
justif i able action . 

Mn. GASTON: That is the ~eptember 15 return? 

Mn. HELVEIUNG: liot the return; it is the instruc­
tions . 
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MJt. GASTON : The letter to the taxpayer - that 
last letter to the taxpayer? 

MR. BELL: No , I understand it is the original form. 

MH. HELVEkiNG: The declaration form and the instruc­
tions that go with it. Of course, I agree that the 
original one they got was too complicated and t old them 
so before I left, and told t hem to simplify it. I told 
the Secretary that ~en he called me . 

H.U.JR : I woul d like to - as soon as the people 
sal: I got excited, everybody washed their hands of it. 

Mh. HELVERlliG : The whole thing is, as I take his 
point of vi ew, Mr. Secretary--

H.M.JR: You told me you thought i t was too compli­
cated, too. 

MR. SULLIVAN: 
attention, too. I 
hands of i t. 

I am the one tr.at brought it to your 
thought you meant I had washed my 

H .~. JR: No, you said it ~as too complicated. I 
would like Bell to sit there and get everybooy interested 
in whether Norman Cann stays or doesn't stay - he ma&ea 
this statement and I think he should have his day in 
court. I am not arguing whether he should or should not 
stay, but I would l ike to get to the bot tom of it. 

t.IR. HELVERING: I would like to say this in connec­
tion wi th him. I took this (indicati ng Mr. Cann's resig­
nation), and told him I ~anted to look i t over; but I 
would like to be cl ear with you that if I designate hilll 
some place, i t would be satisfactory to you. 

H.M.JR: Entirely. I take it, it would be ~ith you. 

• 
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MR. SULLIVAN : I didn't quite get that, Guy. 

MJ(. HELVEIUNG : Norman filed his resignation as 
Assis t ant Commissioner. I told him to give it to me, 
that I wanted to hold it because I Yl as going to see the 
~ecreta~ and wanted to talk to him about it . 

Now, \\hat I v.ant to do - I think be is too good a 
man to lose--

~~. SULLIVAN : · I agree, thoroughly. 

Mh. HELVERING: I wanted to have the Secretary's 
approval, if there opened up a place as head of some 
technical staff in a big division, or some big agent's 
job, I wan~ed to know if it ~as agreeable - if he insists 
on this be1ng done - that I could transfer him there 
~.i thout any question . 

Mk. SU LLIVAN: Certainly. I hope he will stay . 

~m. HELVERING: But he is hurt. He feels badly 
about this. 

H.ll.JR: He feels badly about this f orm. Now, let 
Bell - could you do it Friday afternoon , Bell? 

WR. BELL: I can do part of it today . 

H.~.JR: You and I have a lot of stuff . Do you want 
to set two-fifteen Fr iday? 

MR. BELL: You mean to report to you? 

H.M.JR: No, no, to hear this thing. 

Lilt. BELL: Y-ou don't want me to hear them all to­
gether? You want me to hear them individually? 

H.M. JR: Any way you want. 

~ BELL: I wi l l do it before the week end. 
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n. !~ . Jh : I think the fellow should have his day in 
court. As long as there is so~ething going on that he 
has cleared - all t his stuff - and the boys over l1ere 
have washed their hands of i t, that isn 't fair. I mean, 
no UlAtter Vlhat happens, he ought to have Ills day in court. 

Mit . HELVEhiNG: He feels that when representatives 
of the Tax heaearch and the ~ounsel's Office sitting in 
on draf t ing this - they all agreed to it - that then for 
it to be turned down the way it was and hL~ blamed for 
it- -

H.J.I . JR: That is,~hat I am SUbgesting i s fair, isn't 
it? 

WR. HlL VEB.ING: Yes , that is all rigb t . 

H.!&. JR. : Now, the thing thl\t is bothering the 
Commissioner the most is this political si tuation in 
:"assachusetts, and I to l d him I would settle it now, today. 
he nas been very patient. !Jo you mind reviewing it once 
more? You (Bell) can sit in on it or not . 

I.IR. BELL: No . 

(Mr. Bell left the conference.) 

MR. HELVERING : I just called the ~ecretary's atten­
tion to this memorandum I sent over on the 25th of Feb­
ruary, in which I set out a statement qui te.in detail of 
the situation in our Boston collector's off1 ce . 

Now, of course, I know--

MR. f.ASTON: That is as relates to Hassett? 

J&k. HELV!iRING : Yes . At the time it didn 't a.ffect 
any office but his, but there is a tendency, now, in 
several other offices to refer to things that be does that 

we don't allow other offices to do, and so it is spread-
ing. I think it ought to be atopped and stopped right 
now. 
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MR. GASTON : I don ' t think I have ever seen that 
February memorandum, have I, Guy? 

MR. Hh'LVE!<ING : I don ' t know. Didn 't you (Su!livan) 
send til is in? 

I.IR. SULLIVAN : Yes . I thought that was what was 
referred to you in the fi rst instance. 

~ GASTON: No. I talked to you about the Hassett 
situation late in June . 

MR. HELVEklNG : Just this morning I get a letter 
from him. 

H.M. JR: You want to get rid of him, don't you? 

MR . HELVEHING : It is a deplorable situation . 

H.M. JR: Let ' s get rid of him. What the hel l -why 
fool around? Let's just go ahead and dolt; that is ali. 
Do you ask for his resignat ion? 

1Ut. HELVERING: Yes . 

H.M.JR: Let's do it. I have got to bold you 
responsible . You recommend it. Let ' s get rid of hi~ 
Let the chips fall where they may. 

MR. HELVERING: we can't do, in his office- for 
instance, •r. Irey's men - you can verify tbia- -

H.M.JR: Your word is good enough. 

MR. HELVERING: Mr. Irey' a men can't go into his 
office and make an investigation without going to him. 

H.M.JR: I say you go ahead if you v.ant to get rid 
of him. 

Uh. GASTON : I think the man needs to be removed. 
\tlha t we will have to do is get a man for his place. We 
could ask the President to ask for his resignation. 
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MR. KELVERING: Yes , that is the way to do it. 

MR. GASTON : And we can tal hi~ that a new appoint­
ment is going to be made. Tho President can appoint 
somebody as his successor and he is out. 
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Ma. HELVERING : Under the present situation that 
couldn 't be handled that way for the reason that the man 
couldn't tue office until he is confirmed, and Congress 
isn 't in session. So you will have to ask - the President 
will have to ask for his resignation- - .• • 

YR. GASTON: He could take office without--

Ua. HELVERING: ind his assistant - I will send over 
a recommendation as to who his assistant shall be. 

H.M.JR: Isn' t it enough if I ask for his resignation? 
V•e have done it that way before, haven't v;e? 

MR. HELVERING: Well, I don ' t know. 

MH. l!ASTON: He can be appointed--

H.M.Jfi: The President will be on notice if I ask 
hi~ to do it. 

l(J.., GASTON : Guy, the vacancy occurs during the 
recess; he can be appointed and he can draw his pay, but 
he will be subject to later confii'IDAtion , so that we 
will have to fix it uppolitically before we cake an 
appointment . 

The other thing to do is ask for his resignation, 
get him out, and leave a vacancy until somebody is appointed. 

MR. RELVE!UNG : Put the assistant, or somebody, in 
acting during that period? 

Mlt. SULLIVAN : I think that nallllng the man is better 
in this instance because McCormack objects to Buckley. 
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Lilt. HELVEIUNG: That is only temporary. 

MJ(. SULLIVAN: I know, but he objects to that . 

MR. GASTON : He objects very fiercely to Buckley. 
I don't know what has happened about this man Delaney ­
whetner they have taken care of him or not , I think 
that John McCormack would accept Delaney in place of 
Hassett if we gave him Burke. It is tied in wi th the 
CoHeotor of Customa thing. 
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14R. SJLLIVii'l: Breaking in at this time might be a good 
way to get away from the tie-up between the two. 

H. M.Jk: Aren't you people political, anyway? 

Mk. GAS'l\lN : Yes. 

LlR . SULLIVAN: I don ' t think I am on. 

Mil. HEl.VERING: I don't think John was ever formally 
appointed. 

H. I4 .JR: Well, you are on it now. I 801 telling you, 
zet rid of it . Do it in the way, if you can, that will 
leave McCormack happy, and the three of you have got the 
power to ac t . Now, what the hell more do you want? 

J.lit . HELVE.FdNG: I don ' t think 
going to be so hard about it if we 
this. 

H.M.JR: Who is Buckley? 

John WcCoMD&ck is 
don't put Buckley in 

Mk. HELVERING: He is the assistant. 

'H.M.JR: \'lhy put him? 

MR. GASTON: Dave Vlalsh wants Buckley. 

H.~\.JR: As between the two, I 801 for ll.cCoMD&ck . 
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MK. HELVEkiNG: So am I . 

Mf\, GAS'ION : Except that John McCormack is the most 
t roublesome man we have in the way of political meddling 
in offices. 

H.U.JR: But McCormack also interferes in taxes and 
\•alsh doesn ' t bother me. McCormack would bother me a lot. 
So as between the two--

W{, HELVERDIG: YcCormack may bother you, but at the 
same time he will go along and do a Job on a lot of t hings 
you want done. 

H.M.JR: He is a nice fellow. If you have to dis­
please somebody, I ~ould di splease ~alsh . I don't think 
the Senatorwill be displeased about whatever we do . The 
only thing ia, I know--

MK. SULLIVAN : They are bo th strong for Delaney, and 
wont him £o r Customs or OPA or Internal kevenue . 

H.M.JR: Is Delaney all right? 

lilt. SULLIVAN : I only saw him once. l!e looked all 
right . 

H.Y.JR: Can you make him Collector? 
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Iolli. G.t.S'l'Ctl : I think so. The trouble is that McCormack 
is trying to exact the price of having a man named Burke 
appointed Collector of Customs. Burke is a polit ical bum. 
I ha t e to do it. 

H.hi. JR: Look, I have got three good f r iends here . 
The thing t hat he (Helvering) is interested in - he has 
been very patient - is to get rid of this fellow, HAssett. 
I think we ought to do it. 

loUt. liELVERING: I would like to do it right now. 

H • .loi . JR: It s 1its me. I f .(OU want me to sign some­
thing else , I will sign it. O.K.? 
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MR. HELVERI NG: All rir;ht . 

Mrt. GAST0N : The President - I think the process ia 
fO I' us to t ell hi.m we want his (Hassett's) resignation. 
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Auguet 3, 194 3 
12:14 p.m. 

HMJr: llello. 

Operator : Go aheed. 

H~IJr : Hello. 

!'rAd 
Vinson: How a r e you , Mr. Secretar y? 

!lHJr: 

V: 

!!JlJr: 

V: 

Ht-!Jr: 

V: 

HJ.IJ r: 

V: 

HMJr: 

V: 

IOIJr: 

V: 

!iMJr: 

V: 

I'm all right. Fr&d , I wondered when you and I could 
get t ogether and have a little talk- ub- what time 
end what pl ace would be convenient t or you? 

·~ell , wba t t i me would eui t you? ... '-' 

Well, I like the tir at thing i n the morning. I don't 
know whether that's good t or you o r not. 

Well, what time? Nine o'clock in the morning? 

:teah. 

Well , let 's make it nine o ' clock. At your office? 

Fine. Tomorrow? 

:tea. Nine o ' clock tomorr ow. 

That will be fi ne . Just you and .... 

I'll be right there. 

Just you and me. 

All r ight, ai r. 

Tha nk you so muoh. 

All r ight, Good bye. 
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TAXES 

Present: Yr. Paul 
Kr . Smith 
Krs . Klotz 

August 3, 1943 
4:~5 p.m. 
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H.Y. JR: Tell us abo~t your lunch. 

loiR. PAUL: I had a long aeuion nth Vinson. The 
only other person there was Holland. 

H.». JR: V.ho? 

JAR. PAUL: Holland - no - an aesistant of his - he 
ia kind of a non- entity. I don 't know his name now. He 
is losing Prichard, by the .. ay, into tbe Army, 

H.:M. JR: Good. 

MR. PAUL: I don't think so . Prichard was a pretty 
good friend . 

We talked about a number of it«ns . The thing most 
significant ia that he talked quite directly about us 
presenting a tax bill . 

H.lol. JR: What did he say? 

YR. PAUL: He said - I said that I had repeated to 
you hie words about being of help and I was a little 
more direot about saying that as I understood it we would 
go up with a tax bill just as previously. 

He seid that was r ight, and it was completely his 
understanding. Of course, th$t was only sandwi ched i n 
along - I was there unti l nearly three. 

H. IE.JR: You look. tired. 

/ 

•• ,. 

Regraded Unclassified



- 2 -

Affi. PAUL: I have been on the train two nights and 
played around with the dentist yesterday. 

We talked about a number of items. We had a con­
versation about the credit. He has fallen for the same 
proposal that credit - that personal exemption be chan .. ed 
to a tax credit . You just get so much no matter what o 

your incaae; you get the same amount if your income is 
a hundred thousand as if it ~ere two thousand. 

H.K. JR: Do you mind my interrupting you? All I 
~ant tonight is- -

lo!R. PAUL: We talked about a number of items. 

H.lo! . JR: He evidently is very conscious of the fact 
that--
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MR. PAUL : That is ri ght , and he mentioned the subject 
of compulsory saving. 

I said, 
You ougl:lt to 
detail. • 

"I th ink you ought to talk to the Secretary. 
talk ~ him tomorrow morning about it in -

He said that he was going to tell you tomorrow that 
you were going to find a weak sentiment for additional 
taxes and a strong sentiment up on the Hill for caapulaory 
savings. He said he was going t o tell you that . 

H.K.JR: I am going to confine m,yealf tomorro• to 
trying to come to an understanding with him. Mr. Doughten 
said that we ere in charge - should be glad to have 
advisors, but that we are in charge . 

The interesting thing, Wh ich I want to put on the 
record, in my talk with Mr. Doughten - I sort of fooled 
around and asked about where Vinson stood and we stood 
versus the White House. His answer, very correctly, was 
that - "After all • he said, "I can't decide that; it i s 
t he Presi dent I 8 d~ci sion . " rut,. he said, "when I came 
here to meat and discuss taxes wi th you, George, and 

• . ,, 
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Jere Cooper I found Mr. Vinson here . I didn't ask· for 
him. Who asked him to be here?" 

I said, 'Well, I did. • 

lie said, "'!'hat is the first I knew that he was 
going to sit in on a tax program . " 

MR. PAUL: Vinson made a~ecific reference today to 
the fact that he had not insp1red any of these stories. 
He explained that. He said that there bas been a lot of 
unfortunate business in the press, and he said, "I went 
you to know that I a idn' t have anything to do with it . • 

I said,"Of course I realize that.• 

Then be wanted to know what specific program we 
had. Well, of course, I always have a specific program 
in my pocket, because you are never going to ask me about 
a tax program and find that I haven't one . I have one 
all the time . 

I said, "I have one here, but I can 't show it to you 
because I haven't shom it to· the Secretary yet. I mean, 
I can't let you have it. • 
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I r efused to let him have a copy of this thing I bad. 

have 
like 

H.K.JR: ~ell, I don't know bow long a talk we will 
tomorrow, but just as soon as it is through I would 
to go in and sit do1ill with you and Blough. 

IIR. PAUL: You don't went me in at the conference? 

li .M. JR: I would like to have you in your office . 

MR. PAUL: You are starting this at nine? 

H.M.JR: Yes. 

lo!R. SMITH : You don ' t think v.e would be stretching 
things too far to have another release ready for Mr. Vinson 
when be leaves? 
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H.l.I. JR: No. 

MR. PAUL: It wouldn't be the thing to do with him. 

H.M.JR: No. Well, I am all ri ght. I think I had 
better do this with him alone. He may want to say things, 
and I may want to say things . We may want to cuss each 
other out a little bit . 

Do you thi nk it would be helpful to have you here? 

~. PAUL: I don't know. V~ don't you have him 

alone? 

H.W. JR: I am thinking out loud . Maybe I am ~rong. 
%hat do you think, Fred? 

J.IR . !J,ITTH: My bunch would be to have him alone. 

H .M. JR: "bat do you think? 

MRS. KLOTZ: I agree . 
cen say a lot of things to 
things t o you . 

Just between two people you 
him and he can say a lot of 

MR. PAUL: Of course, if you get to talking about 
a specific program--

H.M.JR: No, no, it will just be personal relation­
ships. The minute he t ets on the program I will send for 
you . 

All right. 

... 
' 
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Rli.Jr: Hello. 

Ooera tor: Oo ahead. 

E4 
Stettiniue: Henr y? 

HHJr: In per son. 

9: Holt are you, sir? 

BMJr: Okay. 

s: 
BMJr: 

s: 

HMJr: 

S: 

HMJr: 

S: 

Hl<Jr: 

9: 

HMJr: 

S: 

HMJr: 

S: 

HMJ r: 

S: 

RMJr: 

Ooing to be her e tomorro"' 

'teah. 

The British have agree\\ to bo th ot these things, 
you know. 

Well , they have , sa our people eay 'yes an4 no' -
ae Mre. Keasler aaye. 

"Yea and no• 1e right. 

Xesh. 

But I wanted t o check l<1 tb you tomorrol< afternoon ••.. 

I do, too. 

•... as to the handling ot the l<hole metter. 

The t eu1 ts me. 

Can I call you tomorro" afternoon? 

Well, don't you vent- it you want t o see me you'd 
better make a date beoauae ..•• 

Well , g1ve me a date t or early afternoon nov. 

Wel l, the earliest I could make it 1a 3:30. 

3:30, Henry. I'll be there tomorrow afternoon , air. 

Are you br1nging anybodY with you? 

•• • 
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s: I 1 m eollll.ng alone. 

HMJr: Brave man. 

S: Brave ntan, alvaya. 

HMJr: All right. I v1ll not be alone. 

s: Hov'a your W1te? 

Hl(Jr: Sb.e'a get t ing along nne. 

s: Okay, old boy. 

HMJr: '!hank you. 
\ .. • 
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b t o ne 'ot.o t• t.lc co. ics o,.. t: e letter ( 

'" ' '" lb c ~, 
of .;1.~ JOt fr fir t.o j'CU b:."' :r • • • I . ~, ... \ 

July ~9 n•nt to .-o . 

r.Hh b<ot · 1cht• , 

T·e ·:ot:or.,..•·::.~ ru... r'"t'f\t\.t~_u, Jr . 
~rer.:t..r: pa.!-t .._.,. t 
- ft.Sh.li.r.ton , l. . C. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

1~1 
I 

OAT& Auguat ~. 194~ 

ro secretary Morgenth~u 

••o" Mr , E. )( , Bernstein 

Tbe British Reply on Lend~Laaae in RaYerse , 

In accordance with your inatructiona. I spoke to 

Mr. stettinius regarding the Britiah reply on reciprocal 

aid, Mr . Stettin1us had juat looked through the note quickly 

and he told me that hia r1rat impression 1a quite ravorable, 

Be aud moabera or hie atat'r are now atudying it and that a 

group or them would go over it together this at'ternoon, 

llr. Stettin1ua auggeated I apeak to llr. Danby who 

1s following this matter ror him, llr. Denby thought that on 

the whole the British reply ia aa good aa could be expected, 

I uked him what hia view 1a on the proposal that the reciprocal 

aid apply only to contracts entered into at't,er October 1. 194~ . 

Apparently the 11aportance or thia point had not occurred to 

Mr . Denby, He aaid he would rind out how far our purchases 

are alre~dY covered by contr~ota and therefore will not oome 

under thia arrangement for some tlae . 

I also ~aked ~bout private purohaaea and reatriction 

ot reciprocal aid to puroh~aea on public account. Mr. Denby 

1e uncert~in aa to the a1gn1f1cance ot this point. llr, Danby 

will let 1111> know ot any further developlllen ta in their views. 
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Paruphrase of a telegram dated Auy,ust 3, 1943 !rom the 

American Amba•sador at London 

For Ulv Secretary of t he Treasury 

Jio, SOl.? 

"1 was told by the Chanoellor this evening 

that he wi ll transm t to you tomorrow a r .. vorable 

reply for you . It will be at once cabled to you." 

t.-
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To: 

From: 

149 
Treaeury Departaen~ 

Dlvlelon ot Monetary Reeeareb 

Secretar:r 

Mr . E. M. 

Da~e __ .l)U] ~l. -~···-·· · 19 
llorgen thau 

1\fl-. I'> 
Bemet e1D < 

'Dle Canadi an• ha•e agreed to repurcba .. 
$50 million ot goode produced i n Canada on 
u.s. Go•eMU~~~~nt contracte aa a meane ot 
reducing their gold and u.s. dollar 'belancea. 

'Dle a ttached aeaorandua expl&1Da the 
situation. ",.. 

'Dlere 1a elao attached a letter troa 
ou to Dr. Clark , Deputy 111D1eter ot Fincce 
t Canada, encloa1ng a U a t ot auggeeted 
teae tor reaale to the Canadian GoYernaent , 

0 

, 
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TREASURY DEPARTMENT 

INTER O J:'FICE COMMUNICATION 

DATO JUly ;0, 194; 
ro Secretary Morgentbau 

F'ooM Nr . E. 14 . Bema tein 

Attached is a le t ter for your denature to Dr. w. c. Clark, 
Deputy Min i ster of Finance of Canada, transmitting a suggested 
list of muni tiona and other war goode for resale to the Canadian 
Oovernmen t . 

You will recall that on March 2 , 194;, the Presiden t approved 
the recommendation of the Cabinet Group on tho Dollar Pos1 tion ot.• 
the United Nati ons that appropriate action be taken to maintain • 
Canada• a gold and U. S . dollar balance a , exclusive of net proceeds 
from security sales, at not loaa than about i ;oo million and not 
more than about $;50 million . 

Since March 2 , we have conferr ed both with the interested 
U.s. Government procuremen t agencies and with the appropriat e 
Canadian officials on the procedure to be uaed to implemen t this 
decision. It has been agreed by all concerned that the simplest 
procedure would be for this Govommen t to con t inue t o r eceive 
from the Canadian Government the good• produced on u.s. <>ontraota 
and, f r om time to time as financ ial arrangements neceaaitete, to 
resell v arious items t o the Canadian Government for assignment 
b7 the Canadian Mutuel Aid Board. • ,,. 

Whi le the discussions on the method of implementa tion were 
in progroaa, we consulted w1 th Dr. Clark on tbe amount by which 
Canada•• u.s. dol l ar r eceipts should be reduced in pur suance of 
this agreement. 

On Jllne ;o, tbe Canadian Government 1 a gol d and u.s . d<>llar 
balances, exclusive of ne t pr oceeds from security sales ainco 
the beginning of this year, amounted to $452 milli on or roughly 
$100 million in excess of the maximum agr eed upon as appropr iate 
for t his Government to assis t the Canadian Govemment to maintain. 
Tne Canadians anticipate a deficit of roughly $50 million over 
the nex t 9 months and on this basia Dr . Clark, in a memorandum 
submi tted on June 8 , suggested that an original adjus tment of 
$50 million be undertaken. He has wr i tten that upon receipt 
from us of a li3 t of suggested items for r esale he would endeavor 
to put the new procedure into operation as quickly a~ possible. 
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() 
.lU&Uat S, 1943. 

To: Seoretarr Morgentbau 

From: Mr. HelYering 

The participation in the pa;rroll 

allotaent plan b7 the Bureau ot Internal 

Revenue at tbia tia.e ia: 

Percentage ot .-ploree 
participation ···------·---- 97.~ 

Percentage ot pa;rroll 
( participation ·------------· 11.4% 
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TR"E~SIJRY DEPARTMENT 

WASHING'IOH 

.... ....sua far all Officera CICI IDoplo:JM• of Ulo IDtenwJ. a.- Senioeo 

I • 'l'l'iUJIC thie - oraDdaa to eacb of 700 u a ••Np' Wb1cb I w1all 
it ,....., poao~ far • to .U...U.a 'll'ith 701& pera....u;,, It CGDoerDa war 
Bond• -the Bolllla 700 reoehe Oil~ bou&bt 'll'ith the .. u • ..,.... cloUara 
tblt 700 ba,. JNt to wor1< 111 u 111port.nt a part of our..,. effort u t.be ,...pcca of warlare wMch t.beJ parcbue. 

Pirot I ""lll<l liiDo to tell ;,Oii that t.be !llrMia 11 pmaiae]T ~u,. 
of ,.,.... tnl,r fine raoorcl of part1c1pat.ioo 111 the War 8oll4 prccxw o..r t.be 
put 12 -u.. tb1l participation hu been Rbeteat1all7 110ra t.ban ~ 
t.h:oll&boot the rear CICI atCIC!a """ at 97 •II% wllicb I'OipreiMDtl 35,368 of t.be 
Buren•• 36,149 uplc:JMo ba;J'1nc llhareo 111 Yioto17 and Mourlt;r .,..,. ~. 
JOIII' ln,.otloente o..r thll par1od 1no1ud1J!c purohuoe ot t519,228 111 tho 
Seocnd War lPul ewp.ip -t to approld.utel7 ta,780,000, Tranalated 111to 
wapona of 1IU' t.beM f1chtlna clollare are ~i'fallnt to 20 Fl71nc JPortn••• 
ruins tba 1IU' 1nclu8tr7 oontere of Jlaei lurope - or - 68 dlw bolobeu ...S 
torpedo pleoa - the k1nd that tumecl into abublae t.be Jap tlaet at 
lll.cllni7 - or - 57 ,1~ OaraDcl rlflAe, 15,000 uoh.lne (IIIII and 1, SOO,OOO 
bollate, tba ,.. 1'111• and bul.late 7aur hoyw or JOQr M11hhon' ld.dl 001mt 
on to defeat their oDWila 19 that t.beJ can - beak to thoir .,...., Mel 
!a1111a and the -ioa for wh1oh t.beJ f1cbt - and die. 

1tl11 inwa...,t repreiMDta a patriotic aobio-t of 'lbicb each of 
.,. WhoM 4ollare .cSe it poaoibla a&:T be jut1fiabl7 proud, 

I a- of OOVM that each of 701& will do b1l ,..,. boat to uintain 
• roool'd bo hu bolpod to create . wo 111 tho Bwea11 of IDte!'DIIl lliO- are 
n&tllrallT ~ -.oernoct 'll'itb -UJ~C our reaponaibillt;r f1lll7 be.,..... .. 
are a part of tho Trouw7 11!>1ob obYioul7 aut- the 'fll7 to t.be -tl'7 
at larp Mel in per\1011lar to all ot.ber apnotea. Toll can appreollte th1l 
oonoorn When it 11 ~ troa tba atteobo4 report. of TroU1117 partici­
pation that ~t ODO-IIalt of tba total -.plo7WII 111 tho TroU1117 Dopar...,t 
are in tho Buroa11 of Internal lliO.....,IIIJ tllat 11 to aa;r, u tho Bureau aooa, 
10 &001 tho Tro&llll')'. 

Toda;r - a&:1 doubt their abUit.)' to allot u au!'h tor ho,nda duo to 
U. Witllholdin& tax doducticm 'lb1oh tel<oa •tfoot in IGJ;;r, Al~ tl111, 
""' •thod of . tax oollact1on, 11!>1oh I ai&ht point oot dooa not add ...,. extra 
dollar to 70ur 1943 1Doo• tax Uab11'1t;r, M:f roq~~iro odjut.nte 1n JOilr 

157 

... • 

Regraded Unclassified



~ e:lll*lllitar .. , it Moal.4 DOt '-wr -••1tate a Nduotioo 1n TOW' 
war bond p1adp 1lb1ob wu authoriMd 'llbell'lf¥V inoo• taz 1~u1v wu 
jut tile ·- .. it u todq. 

talk with 70W lfDiute JfaD 1! 7'01l t .. l that :rou -..t reduce 10111' 
allotiMnt tor withbolclifll taz ct.ductione. After W nn collection •tllod 
hu 'b41en e:xplailwd I feel certain that :rou will tiDd that 1011 will atUl -o. 
able to blo' the ._ •01111t ot boode 1D ldditiOD to pqi.Dc :rcur currant tu 
ewr:r ~ u the 1Doo• ia etJ'!Wd. 

ID tact I • confident :rou .will want to re'fift :row f 1nancea to deter­
aiDe hllw it will 'b4l pouible to in~ 7dur allotact. ID aa)'inc t.h1a l' 
• not um1Jldtul of tbe aecriticee ~ ude necenar;r b:r your iD~ataent:' 
1D war boncU. Rather it 1e thi.a ~r:r w:l lH ncnue to aacritU. IlleS '•-' 
:rour fair abere and .ore ot .U appaele, ao cberacterutic of Bureu 
e.plo,..a, 1lhich in itaelt onawa ooDf'd- that tbU ep1rit will not 
tail to reapoad to tbe 1ncreu1Dcl;r bea"7' d-""• of tbe war rep.IC.fea 
ot ita effect upon u u iAdi Yiclula. 
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-PAY ROLL SAVINGS PLAN-
ra~ ml Departmental (Comhinal) 

UNITED STATES TREASURY DEPARTMENT 
DEPARTMENTAL AI D' MAY 211, 1141 

FIELD AS. D' MAY IS,IMS 

....... ...... , ·-· J.ll«--
.. _ 
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August 3, 1949 

Re : Proposed statement t o be issued by 
State Department and Foreign Office 
in regard to the Jewish question. 

Sam Rosenman told me on the telephone today 
that his conclusion is that the War Department is 
being used in this matter. He is seeing Hull and 
General Strong of G-2, who is supposed to be the 
source of infor~ation. 
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NOf ro BE RE-!'JW!SWBP 

COPY 110. 

It/ 
13 

~ 

~ ~ 
\~""':" ' ~'"''"""" noob., "',.' •·•· • '" ,.,..", '"'· t'.l .a. . \ &\Sk 

One of H. 11. Submarines off CORSICA aa.nk 2 motor mine sweuporo, l 

4!1t1-su*rino ateOJD yacht, l minelayer and 1 trawler. In BAY OF BISCAY on tho 

2nd aircraft sank 2 0-boats . 15 bodies and wreclcaao wore seen trooa one and 40 , .. 
IIUZ'Vi vors and wreckage we"' seen Croll the ot.her. 

2. AIR OP!j!!A!IONS 

!!ESTERN FRON'I'. ~ Escorted Na,.udera droppod a total of 48 

nt &ir£1elda at IISRVIUE and s·r. OI.IER. Spocb.l Beautlgbters in a low level 

on a convoy off 'I'EXEL sank a 3,000 ton ship, damaged an oscort vessel and oet 

fire to 2 other escort vessel s . Escorting Spltfiros dostroyed 4 enemy fighters . 

Ha~pdons torpedoed a 4,000 ton ship which was loft aground with decks awnsh off 

NORIIAY. lloaqui tos probs bly destroyod 2 an.ed trawlers ott LORIOO. /, F. 1"1 • 200 

was ohot clown in tho BAY OF BISCAY by Beauti&htera. 

2nci/Jrd. 800 aircraft cleapet.<:hed - HAII!IIIlG 740 ()o ldssin&); 

DUISBURG 5; aea mining 6 (1 aissing); Laaneta 12; I.ntNders )1; anti- shippin& 6 . 

Preliminary report weather en route <md over lll\IIBlRG unfavourable with unusuallr 

severo> icing and electrical storms. RAMBURG '"'" bidden by clcuda. 

SICILY. )lat. 198 bomboro dth 81 Clgbters dropped 70 tons on 

ADRANO <mel attacked other points near OAT/JIIA. 7 aircraft missing. 

)lot/lat. 11ellingtona dropped 25 tons at ACRANO and RAIIDAZZO. 

lat. lll.tehella attacked lliLAZZO. 

2 JU 88' a wore abot down . 

IrALJ. lat. 70 Fort,..,uea boabed N:J'LES dookl< and CAPODICRIIIO 

airtlold. 7 eneot.)' aircraft destroyed, l Fortreu aloaing . 
·~------~----------~ 
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TAXES 

Present: Mr. Gaston 
Ur. Paul 
Captain Kadea 
14ra . Kloh 

Auguet 4, 1943 
10:80 a •• • 

162 

H.U.JR: Ur. Vinson was here, and I showed him "'-.. 
these Yarious clippings, and so forth and ao on. 

He was halt an hour late. He said hia child was 
sick. &it he didn't let ae know. 

not 
and 

He eaid Crider came OYer, that he begged Cri der 
to write the kind of article he waa going to write, 
ao forth. 

I showed him this morning' a Tri blne. 

UR. GAST<fi: The Post baa a a tory, too. 

H.K.JR: I didn't bother with that one. The one 
in the Tribune was aore pointed. 

Then I ehowed him the Whele7-Eaton thing. When 
he read that he said he hadn't eeen it . I t said 
Korgan thau bed gone to the 1lhi te House to protest the t 
Vinson waa interfering on taxes. Then he got kind of 
oratorical . Be wanted to know whether I said that, to 
give him a Bingle instance that he bed interfered, fOU 

aee. 

I said I didn't know whether he had interfered 
and I had not said he bed. Then I read this thing 
afterwards, and I didn't realize what this letter 
(indicating letter t o the President) said. I aa glad 
I didn't show him this letter. 
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&.It he at nrious timee got kind of excited. He 
said I had asked him over at thh meeting with George, 
and eo forth and eo on.. He eaid hh only attitude was 
to be helpful. 

IIR. PAUL: Those were hie worde to me. 

H.II.JR: So I agreed with that, but I eaid, -rou 
will have to admit that all the articles in the newe­
papera are one way. No article eaye I am trying to 
infringe on your authority. • I never raised my voice. 
I eai d~ "All of them eay that you are trying to infringe 
on ue. 

Be said, -you are too eeneitive. You called me 
up before I went before the Waye and Ileana on coal and 
wanted me to tell the newspapers I hadn't talked on 
taxee. • 

So we went on and on, hie alwaye protesting that 
he juet wanted to be helpful. 

I eaid, "Bow about making a joint statement with 
me saying what you are saying here, that you just want 
t o advise and be helpful, that the responeibility is 
mine." 

He said, ~o, I won ' t make any joint atatmDent. I 
won't do that . • 

IIR. PAUL: I didn't hear that last. 

B.li.JR: Be eaid, "I won't make any joint state­
ment. I am not going to a newer you. You are ~oo 
seneitive about the newepapere." 

I eaid, "I have been here ten years." I said, 
"The Preeident could say somethin§ just by a drop of 
hie bat - he could say something. 

I ehowed hill a copy of the eta taent I aent to 
the President. He eaid, "If the Preeident wan ta to 
make that, it ie all right with me." He said, "It ia 
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all right with me if I have nothing to do with t axes. 
I have too much to do, anyhow, I am getting along 
fine over there." 

I said, ~ou won't make it, so I am going to 
insist that the President make a statanant. • I said, 
~organization is caapletelf disorganized. We don' t 
know where we are a t . I don't know where I am at." 

He said, "For the Secretarf of the Treasurf to 
have to aak the President to saf he ie the chief fiscal 
officer ia ridiculous. You should Just take that for 
granted." He said, "It just weakens fOUr position . • 

I said, "It didn't weaken Hull's position when 
the President made it verf clear after the Crowl er 
appointment that Hull was in cllarge of foreign affairs, 
and nobodf said that it weak ened Hull - was beneath his 
dignity. On th e contracy, everfbodf said i t strength ened 
it . Frankly, I got the idea that from having the Presi­
dent aaf that that it strengthened him." I said, "All 
he has got to do is aaf something and clear it up.• 

So I think that Dough ton must have said something 
to him on ~at I had said with Doughton, that these 
orders coming down, you see, make ft difficult for us, 
where thef demand information from various people. 

So he a aid, "The Congresa by s endi.ng these orders 
do ll! asking for tax information h si11ply dividing the 
AdMinistration and !laking it worse at this end, and 
Congrus is doing the very thing to the Admini stration 
that Congreea is critj.chin~ the AdMinistration for -
that they are not together. 

So I eaid •r can't ask the Director of the Budget, 
Eccles, and ali these other people what thef have sent 
up on the Hi ll . They will tell me I just haven ' t got 
the authority . " 

He eaid, "If I were Secretar~ , I would go right 
ahead and male II th&ll all tell fOU • 
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I aaid, "If I had the Pruident back of me - if I 
knew he was back of me" -- I didn ' t say tba t i· that was 
in my mind -- "what I would like to do is te 1 these 
people not to send anything up until they talk with me. • 

llR. GASTOO: This was with Doughten? 

H.M. JR: No, Vinson . I said, "I would like t o tell 
all of thm, Eccles and al!_, that the)' should not send 
anything up on the Hill . Tllat ie the wa1 it was last 
)'ear." 

I said, "Pa.ul is so uilaet about this thing, and 
unless the thing is clarifl ed he ie tal king· of resigning. • 
lla)'be I shouldn't have said it. 

I said, ~ mole organization, including llllSelf , 
is danoralized.' I said that if the President wanted 
to give - I said , "Unless we can fonnulate t he policy, 
with the' advice and consultation , we will not present 
it." 

He said, "Oh, that is the t r ouble with you", and 
so forth and so on. 

So I said, "I am willing for tha President to give 
)'OU the whole thing. " 

He said, "You would have apoplexy. " 

I said, "That would be nonsanae." 

MR. GASTON: He would have apoplexy? 

H.lll, JR: No. He said, "lllorgenthau, you would have 
apoplex1. • 

I aaid, "Th«t is nonsense. Take the thing away 
from us and we would go on. We might even get popular. , 1 .. 
Somebod¥ alae around town would get unpopu ar . 

He aaid, "You would have apoplexy." 
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I said, "I won't have apoplexy or anything of the 
kind. I want this t hing cleared up.• 

I was very quiet . I stuck by my guns . I was very 
quiet. I didn't pound the desk. He got excited two or 
three times. The more excited be got, the calmer I got. 
As he got excited, I would get calmer. BUt I stuck by 
my guns. 

I wanted him to make a statement with me, which he 
refused to do. I then said, "All right, then I am going 
to insist tba t the President do it , I am going to see 
billl . " 

He said, "1\b.en 'au go to aee the President, I would 
like to go with you . 

Then this is the final thing, which waa the moat 
amazing thing , I a aid, "Mlen ;you a eked me to act as 
chairman of your committee while you went to the Whi te 
House I made the statement while~u were gone that I 
would like to came before your committee in August and 
lay the whole Treasury progrem before you." 

fa.... ~ 

He aaid, "Don't do it - the worst mistake that you 
can make," 

I said, "Wh¥? • 
He said, "In the first place, it would be out, all 

kinde of discussions; everybod7 would have an opinion. 
'There are not texes enough,' It h the worst mistake 
you could uke, to lay your program before rq committee. • 

How do you explain that? 

MR. GASTON: The point ia he wants i t laid before 
him, not the committee . 

H.K.JR: I said to ~ two or three times - I s~id , 
"Fred, all I can say is all the newspaper etoriea bu1ld 
you up." And he kept caaing back to this ibaley-Eaton 
arti ole . He said, "I don't get axeited when they say 
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you go to the White Bouse and say Vinson is inter­
fer! ng with taxes. • Be was just look.ing for something 
to heng on to . 

He said, "Does Paul represent you?" 

I said, "Completely." 

He said, "When he talks, does he ' talk for you?" 

I said, "Completely. • 

He said, "I have told him everything. • 

I said, "You see Dwgbton, and we don ' t know wbat 
goee on . We don 1 t know what goee on when you ue them 
on the Hill. • 

He said, •I told thaD I was only selling DouGeton 
the Treasury plan as I understand it. • He said, I bave 
done you more good. If it weren' t for me, the_r wouldn't 
be considering a tax program early this year. 

That was just the bunk. So a bout all I get out of 
1 t is--

YR. PAUL: I am surprised - he purports to tell me 
what he aaya up there. 

H.Y.JR: Well, his attutide here ia he ia tr,ring 
hh beat to help ua to fet more tax dollars. If I don't 
want hill to do that, al right, he ha a got lota of 
buainesa he can go on and at tend to. 

So I left it this way, that when the President geta 
back I am going to insist that the President clarify thia 
tiling. 

Did I make any aiatalcea? 

MR. G.ASTON: I don't think ao. I got the impres­
sion from the Whal.,y-Eaton letter and from the 
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circumstances of Dougb.ton'a coaing to ••• you that - and 
fran What Vinson told Randolph - that he was only trying 
to be helpful, his calling Randolph over on Saturday and 
making the point that he 111s trying to be helpful - I got 
the distinct ~pression that the President had spoken to 
Byrnes or to Vinson and had shown th1111 something. It 
seems to me that is quite plain. 

Then he goes and gums it up by - eome body gums it 
up by this story abrut how Dougllton saw Vinson a.fter 
seeing you. 

B.W.JR: Who gummed it up? 

llR. GASTOO: I don't know wbo did it, whether Vinson 
did it or tbe newspapermen siaply discovered that he had 
been to eee Vinson . 

H.W.JR: Well, I dido 't went to argue too much, but 
this Wbaley-Eaton item - certainly I didn't give that out 
because it reflects on me. 

MR. PAUL: Nobody here hu given anything out. 

H.l4. JR: I u not npng that. I mean, i t would be 
stupid for ae or anybody aseooiated with me to give that 
sort of thing out. I just think the only thing is to 
wait until the President canes back and ask to see him. 

KR. PAUL: Do you know about when he wi.U be back? 

B.K. JR: Saaetime next week. 

CAPT. KADES: Kr. Secretary, I aa not clear on wbJ 
be wasn't willing to aaka a joint statsent. Did he 
give you any reason? 

H.l4.JR: No. '!he only thing 1111 that he had ~de 
one etataaent and he wasn't going to juet keep denJlng 
newspaper atoriea all the time. 

KR. GASTON: I .,uld, Jl111lf, have doubt aa to the 
usefulneaa of 1n1 joint statement. I don't like the idea. 
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H.ll. JR: Well, I think th.i s, troamy standpoint, 
because I haTe talked with Sam Rosenaan - when we caae 
down together I told Sam a little bit about this, and 
Sam said, "HaTe you been to see Vinson?" 

I sal d, "No. • 

He said, "I think tou ought to see Vinson, see if 
you can ' t get together . 

Well , I han done the t now. I han done 11bat you 
(Kadee) suggested. And it is good, tor this reason, 
that if when I fo to the President the President uys, 
"Henry, whJ don t you try to get together with Vinson.?" 
I will aay, "I t ried to, and I couldn't get anywhere.• 

Oh, yea, I told Vinaon - I said, "The President 
could haTe atopped the Wlllace- Jonea thing any time 
during the last eighteen months. • 

He said, "This isn ' t analogous at all. That was 
a fight over power• and eo forth. He said, "I don't 
want anything. • 

I can aee what is happening. I am not a canplete 
fool. The way it is now, he has an approachmeot . I mean, 
Daughton wants to see Vinson - you see, Doughten isn't as 
innocent as he seems on tbe surface. 

llR. P.lUL: I know the t. 

B.ll.JR: And Daughton isn' t sure who represents 
the President , eo he sees both Vinaon and me. 

llR. G.lSTON: That is it. 

B.ll. JR: So he sees the two of ua. He doesn't 
know. Now he has got all theae cards in hi• hand, 
and I am piaying against them. I don't know what the 
hell is in those cards, I can't send a round robic to 
everyboey in We.ehington, "Before you send anything up 
on the Hill I would like to see it. • 

J 

169 

Regraded Unclassified



- 9 -

MR. PAUL: I did get Marriner Ecclea to ahowme, 
but I' hnen't gotten enything out of ~dget. I got 
Dick Gilbert, and he hu aent noth.ing. 

B.K.JR: It ia a a eas, and the Preaident haa got 
to atraigllten thil out . 

K.R. GAST<II : Of course it the President wants · 
Vinson to have something to sq 'about taxes - and perhaps 
as Economic Stabili,ation Director he ought to have saae­
tbing to ssy about t axes - it should be done in this way. 
It should be done solely through contacts with you and 
your staff. Be should not han any contacts with the 
Hill. Be should not han contacts with other agenciu 
in fo1111ing a tax program. Hie discussion should be wi th 
you only, giving you his advice, and so on . 

MR. PAUL: I don't agree with that. 

B.K.JR: I don't agree with that. He aeid to me~ 
"You sq to me I shouldn't have contact on t he Hill? 
I said, "No. " 

MR. PAUL: If Vinson were another fellow you could 
imagine hila being ot greet help by having contacts. 

KR. GASTON: I don't think he ought to have those 
contaots unless it is by agreement, that he eaye to the 
Secreta~, "I think I can be helpful if I go end tallc to 
Dough ton and the Secretary agreea tba t would be all right, 
but not to have independent line• of negotiation with 
Congreu and with the other agencies. You never can han 
any orderly arrang•ent if that ia t.be can. 

Anything he should do should be by undentanding 
wi th the Secreta!')' of the Treasury, in the way of out­
aide oontacta. 

B.M.IR: Incidentally, Fred Salth is our wi th 
the Ca.aiaaioner, aDd would you (Gaston) tell him about 
this . 
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I bad this thought in aind . I want yrN people to 
think thia over. It h eaq to get a question or I a&1 
get a question at m¥ press conference tomorrow. 

Now, I oould do this. I could do what B. 11. Baruch 
advised me to do. He said, "Don't pq any attention to 
any bod¥. Your pa atur es look green. You are doing a 
good job. Don't worry, juat go ahead." Of course that 
is what Vine en S&¥• . 
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Now, wba t I could do when they aak me • Are you in 
charge, or uao• t you in cP&rge? • is a&f, "I am in charge 
of preparing the tax progru and presenting it on tha 
Hill , that ia mr understanding. I a glad to get the 
advice and to consult with ever;ybodf and anybody who works 
for the Preaidaot, blt I am in charge. • 

That is one tactic. That is the positive one. The 
other cne I could take ia - I can do two things tomorrow 
at my press conference. I ca.n say, "I am in charge of 
the program . I am glad to get llr. Vineon•a advice, Mr. 
Eccles ', OPA' s, Senator Brown ' a - anybody ' e. I am in 
charge t o prepare and present a bill - the Treasury ia . " 

Or I can do another thing. "I don 't know, gentle­
men, whether I am in charge or not . You will have to ask 
the President of ~e United States." 

That forces his hand. It throws it into hie lap. 

CAPT. lADES: I would rather see, Mr. Secretary, 
you take the firat approach. You have talked to Vinson 
now, and you ban written to the President, and the field 
is clear, it .... to ae, for you to take thl poeition 
that 'fOU are in charge. In other worda, llhat I have in 
mind is that you would eay--

MR. P!UL: Of oouree you could force Vinaon'a hand 
in the same way. 

H.lt!. JR: What ie that? 

Regraded Unclassified



- 11 -

liR. PAUL: liT doing that, you oould force Vineon ' a 
hand. I f they wanted to ooofil'lll the t hing, they could 
go right arer to Vinson. You could say, ~don't you 
ask llr. Vi neon? • 

IIRS. KLOTZ: Supposing you say you are in charge 
and then the President doesn't back you up? 

IIR. PAUL: Got to take that risk. That is the risk 
you have got t o take. 

CAPT. KADES: I would say what the order says, llr. 
Secretary, t!. t, "Aa the chief fiscal officer of the 
Gonr1111eo t I • in charge of the tax program. • 

IIR. PAUL: That ia another exampl e of the President 
having no clear dire ctive . 

H.II.JR: Now let me just talk a minute . Hull has 
told me at different times tha t he hasn ' t been in charge, 
that the President baa been in charge. Of course he 
tells tha t to anybody who wi l l listen to him, but he 
doe an ' t a~,L.Lo publicly. &it anybod,y c<JDea in hi a 
office, he"iii::U go into great l ength and tell them how 
the President and the Secretary of State, and so on, 
but he doesn' t do it publicly. But then he gets it -
he gets tbe President to do the thing. I don't know how 
he gets him to do it. 

liRS. noTZ: I think if the Prnident hadn't gona 
fishing you would have got t en it. 

H.II.JR: Bull doesn ' t pound the desk in his press 
conf erence and eay, "I am in charge of foreign affair s." 

IIRS. KLOTZ: lluat you make a atatament? 

B.II. JR: No. 

liR. GASTON: I wouldn't atimul ate anything. In 
the firat place, I think there ia a different cour se 
to take, I wouldn 't atiaulate any qusstions in the 
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preee conference at all on tbie subject. I! they asked 
a question, I would say something like this: "On your 
referring to aome of these newipaper etoriea, we are 
too buay in here to pay very much attention to news­
paper atoriea. I am going ahead to discharge the re­
sponsibilities that I have alwa~a bad. I don''t know 
of any reuon why I should not . ' 

H.W.JR: You see, our story yeaterday would have 
bean perfect if it hadn ' t gotten out that Dougbton went 
to aae Vin1on . 

KR. GASTON: Yea . The aole question in rq mind ia, 
bow did that get out. 

ltR. PAUL: I knew be was going. 

H.ll.JR: How did you know be was going to see 
Vinson? 

VR. PAUL: Vinson told me. That is why I said 
to you that it was out of the horae's mouth. 

H.ll.JR: I didn ' t know which horse. (Laughter) 

CAPT. KlDES: If, Mr. Secretary, you could say 
aometbing just like Herbert aaid, it would be all right 
except that there ia kind of an equivocal tinge to it. 
It doean't u• to me there should be any doubt about 
the fact . 

I aean, When you (Gaeton) ended u~ by eaying, _"I 
haven't heard anything to the contrary you leave 1t a 
little bit open. I! you could leave anything like 
that o!t- -

KR. GASm: Say acme thing like this: "I don ' t 
know of any change in rq responsibilitie s as to taxes. 
I don • t know of any change. We are going ahead as we 
always have." 

CAPT. KlDES: It will be the Preeident'a program, 
as it baa alwaye been. 
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H.M.JR: I woul d rather do it even more poai tiva. 
If they ask me the question - which they may not, as 
they are trying to blild up thi a trouble - I wi ll simply 
say, "As chief fiscal officer, I am in charge of this 
program, and we are going ahead with developing it" 
period. · 

"Now I can • t pay any attention to a lot of dope 
stories . ~ And I can say off the record, "If you don ' t 
believe it, go over and ask Vinson. " 

CJ.PT. llDES: Does Vinson have press conferences? 

B.M.JR: No. Be has only had one . There is no 
question, he sees newapapenaan all the tiae . 

The only adnntage of haTing seen him this moming 
is that when I see the Preeident and he •at' • ~ow, 
Henry, you go and get together with Vinson I say, ~r. 
President, I have done that , and I am not going to do 
it again. 

That is what he always says in these things. "You 
fellows go in and lock yourselves in a roan." I have 
done that, so that is over . It hae weakened me versus 
Vinson, as thou~ I was pleading with him, but versus 
the President it has strengthened me. 

KR, G! ST<If: I don't think I would say anything 
to lead the boys to believe the ~~atter baa bean taken 
up with the Preaidant and that he has aade a definite 
dacieion you are to go ahead with it. 

I think your poai t i on ebould be: "I aa going ahead 
with 'lil.at I have al waye done. I have no infonaatfon to 
the contraey. • 

H.M. JR: I never say I am in charge of something 
unlees I am daaned sure of it . Then I don't get thrown 
down. 
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IIRS. KLOTZ: Why do 1ou have to make any state­
ment? 

H.M.JR: I don't . 

MRS. KLOTZ: I wouldn't make any until the President 
cOllies back. 

CAPT. KADES: It seems to me it is good sense not 
to stimulate a question, but, · on the other hand, a 
question might be asked without 107 ett.ulation . 

KR. G.lSroN: It might ver1 well be aalted, and my 
bunch would be to reply simply that we haven ' t time to 
pay attention to rumors and newspaper stories, that ~• 
are going ahead to carrr out our reaponaibilitiea as 
we have al•ya done. 

I . 

If the1 don't know what that means, it means that 
we are preparing a tax program for presentatidn to 
Congress and expect to present it . 

H.lrl. JR: You see, my record and Paul's record 
versus Vinson is excellent because we have done 
everything possible to work with him. Ian ' t that 
right? 

KR. PAUL: Yes . I have seen Vinson no less than 
six times. 

B.I.!.JR: What is the trouble? Hasn't be got 
enough to do over there? I should think be would be 
snowed under, 

KR. PAUL: He works in a very disorganized way. 
I bad to wait yesterday nearly forty minutes, and I 
carefully called up before I went to see exactly what 
time. While you ar 8 in the roan wi tb him be takes 
all the biepbone calla. When you or I have a con­
ference or when any man who has been in business or 
practicing law has a conference, he only takes calls 
that are absolutely necessary. 

175 

Regraded Unclassified



- 16 -

Saturday when he called me he aaid, "Things are 
very quiet here, and thia ought to be a good time to 
get together.• That was Saturday afternoon. 

H.W.JR: It ie in a beautiful meee now. You gp 
up there, and you don' t know what plan from whom they 
will flash on you. 

IU!. PAUL: llarriner Eccles has a plan which we have 
got to atop. 

H.K.JR: You don't know what it is? 

llR. P!UL: Yea, I know, as tar aa you em get it 
from him by his rambling description. Be said he would 
show it to me before he sent it. It ia a kind of a 
luxury aalee tax. 

WR. GASTON: Did you see the Post's reply to 
George thi a morning? 

H,M, JR: No . 

IU!. G.lSTON: It is quite interesting. 

H.K.JR: What does it say, Herbert? 

WR. G! STO!l: George expressed concern for the 
middle olaaa. The Poet say a that the middle class 
can be a lot more hurt by intla tion than they can by 
any prudent tax program and that George is doing a 
very great die- service by thie aort of talk. 

H.K.JR: Well, anyway, we will see . We will go 
on. This just ruine me . 

When. ie your next meeting? 

WR, P!UL: I am seeing Doughton at eleven-thir~y, 
and Fred Smith gave me a eta temen t . I didn ' t like J.t • 
Nobody liked it . I drew up another one1 which is very 
simple, and I haven' t been able to get nold of Fred. 
It la very simple . I think it ia about all you can aay . 
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B.W.JR: I wanted hia to go over and ahow Belvering 
what wae done on the publicity on the withholding tax. 

(Draft of latter to member a of Waya and Wean a 
Committee handed to the Secretary b;y Wr. Paul, copy 
attached.) 

H.l!.JR : It is al l right with me . 

is. 
KR. PAUL: The more you explain it, the worse it 

H.W. JR: I em putting ;you down for eleven tomorrow 
on t axes. llt.ve ;you anything a t elevan? 

lo!R. PAUL: No. Do ;you wan t> Roy in on that? 

H.I.! . JR: Yes , 
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TREASURY DEPARTMENT 

IHTD OJri'ICIE CONNU NICATION 

SAcretary Uorgenthau 

Randolph Paul 

DAft 

August 4, 1943 

The attached copy is the form ot the letter sent 

by Chairman Doughton to the nemb~rs of the Ways and 

;:ean a COIMli ttee . After the conference this morning, 

;~ . Vou~hton changed the fore of letter approved by 

you as indicated. 

I 
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August 4, 1943 

Dee.r J.ir . 

Thora has been a slieht change in the schedule 
ten tatively flxed by the (;omml ttee be! ore the recess. 
It is now planned that hearings on the t ax bill will 
sta••t on or about Sept ember 15t h . llovrever , the Co'1J!lit tee 
will meet on SeptembPr 8th , as orieinally planned . Af t er 
cliscusslng the mat t'!!r vrith the Treasury and with llr. 
Disney , it is my thought t"at we should devote the i~ter ­
ven ' ng week to a consideration o f t he ;>roble"ls of renego­
tiation which have been under study by a subcor:raittee 
:.eaded by :.:r. Disney . 

I trust that you are gettin& a eood rest f rom 
taxation . Looking forward with pleasure to seeing you 
on tho r eassembly of the Committee on September 8th, I 
rems in , 

Very cordially yours , 

Robert L. Doughton 
Chalman 

As revi sed by J.:r . Douehton and sent to all members of the 
Ways and iJeo.n s Commi. t tee . 
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To J:.omuo1·s of the \'lays and L!eano Comml ttee : 

There has been a slicht chance in the 

schedule tenta ti voly fixed by the Coruni ttee 

before the recess . It i ~ now planned that hear­

ings on the tax bill will start on Septenber 15th. 

l!owe\er, lhe Co'1I:li ttee rri 11 aeet on SeptenLer 8th , 

as oricine.lly planned ,and it is my lhoueht that 

l'te should devote the intervening week lo a con­

alde••nlion »f the problems of reneeotlation which 

hnve boon w1der study by a ~\l bcomml Heo headed by 

t:a'. Disney .. 

Sincerely , 

Robert L. Doughton 
Chairman 

As approved by the Secretary. 
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ard Freel 11. Viruoon after a colliiUl.t&t.ion at the rr.....,.,., 

"We are 1D co~~plete acr-ent that the 1940 tax progt'Ul ehoulcl be 

cledcnecl not aclllply a o a revenue ra1e1nc aeaeuro, bllt aleo u a '"""INl'l 

t o control 1ntl&t1on. The fact that taxee are one of the souncleet '11117S 

to control 1Dtlat1on i a a 1'1 .. long bel4 by the Tre&IUfT, IDe! 1a beli .. ecl 

to bo ~tal b7 the Office of ll:Oncaic St&b111sat1oc, 

Thare hae bam a great deal of opeculat1on about the &coWJt of .,....,. 

that oboul.cl b e ra1oecl, aM the aaowrt. of .,....,.whioh taxpa)'lre can afford, 

oithout coin!: into bankru,pt.cy. It 1a tully recog~ecl both b;r the Treo.our;r 

and b7 the Office of Ec.,._l_c Stabilisation th&t the neecl ex1eta !or more 

ao""7 t o help par for the ._.. ov.t of currmt incoaeJ but eloo that tbere 

llhoae inco .. a han not riaen since tbe n.r, 

'lie can report that work on the n• tax bill ie uncler ny, It 1a bc1nc 

unclar 
coorci1Datecl #N the c11rect1on of :;ecretar;r llorcentllau, &Del n.rioua aceno1ea 

of the Gove~nt are cooperating, Tbe .t'W'Ietion of the Office of -..oncaic 

stablliaat1on ia one of apecli~ tha Job aM contributing bea1'117 i .n the 

condderat1ona haYinc to ciD with 1ntl&t1on, 

•• • 
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T REASURY DEPARTMENT 

INT£R O I'"FICE COMMU NICATION 

DATa August 4, 194J 

,o secre tary lo!orgenthau 

YOU are going to be asked tomorrow Who' a Who in the tax situation • 

The White House reporter for I.N.S. {query: did Vinson send 

hi e :) t ackled Randolph Paul today for the information, saying that he 

went ed a scoop because he knew that 1 t he Secretary ie going to have 

~answer the question at his press conference tomorrow.• 

Tlus may mean that the I . N.S. man himself is going to come over 

and ask him, according to Charlie Shaeffer. 

Seems to me that you could i ndica te that the Treasury, as usual, 
!!J ~ 

i s up t o its eyes in research, plans, and debates about the various 

cethods ot raising the necessary taxes, not only for revenue purposes 

but for purposes of combating inflation. 

You might say that you intend t o have a proposal readY 'O'hen the 

Co~ttees are ready for it; and, subject to the approval of theee 

proposals by the President, you expect to present them in the usual 

way . You can point out that you have had no orders to the contrary, 

and other departments of the Government are cooperating, as they 

•• • 

always have, 1n setting up prospective tax proposals for consi deration. 
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Hello . 

M.r. McCloy. 

Hello. 

Hello. 

Jack? 

Yea. 

Henry ~~rgenthau. 

How are you? 

August ~. 19~ 3 
ll :17 a.m. 

Fine. Jack , I w~nd~red whether you w~uld care to 
come over and see me Friday m? rn1ng on these olana 
that you ar e making where they attect at the Treasury 
t or No r th Atr1 - t or Italy . 

tee, sure. I' d be glad to . 

And .... 

. .. -

Now, let me - Just a second- (Aalte aside : 'll'hen do wa 
leave? Answer: Friday morning) You couldn't make it 
tomorrow? I' m going t o go ott to the - I t'1nd I 1m 
scheduled to go F'ridAy mo rni ng to the Aleutians. 

'iell . 

Could I make it tolliOrrow? 

Yeah. Well , why don ' t you take me with you? 

Oh- b- h-h, oh-h-h-h, well •••• 

I ca n' t go so you can say ' yea• . You don ' t need ...• 

(Laughs) 

••. . to be poll te. 

I waa jus t tossi ng over 1n my mind whether it wasn't 
t ee sible. 
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You be - you can be - you can be very enthusiastic 
about ~Y going with you . 

I eee - because it' s imp~eeible to go? 

Yeah. 

Oh, well, I was just wonder ing whether - was begi n­
ni ng to think - a s to whe ther lt mi ght not be 
fea sible. 

Well , thanks anyway. 'ilell, Bell won 1 t be here bu t 
I. .. . 

hah. 

•.. . Dan Bell- but I'd li~e very ~uch to see you. 
! could lll&ite it - say around three o ' clock - is 
that a good or bad time? 

'lba t' s all r1ght. Three o 1 clock tomorrow. 

YeDh. Now, I ' ve never met this G•nerel Hilldring. 

1 ' 11 bring him al ong. 

'iloul d you? 

Sur e . 

And the thing I want to talk, ae I say, is about 
the financial arrangemPnte and who you want from 
the l'reasur y, and that aort o f thing. 

Yeah. No w ...• 

You see • . .. 

••.. let me cheek up with the thr ee o ' cl ock date .. . . 

leah . 

..•. with hi~ to see whe ther that ' s okay . I t it 's 
not, I' l l call you r ight beck. 

Yeah . Now, he - he ' s the man, len't he? 

leah. He ' s the men. 

I don't know who oontaota Bell but he would know. 
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Uh- well, it1 & HaJor - I know who lt ls - it 's 
MaJo r HJ.lllard. 

That ' s th~ f ellow. 

MaJor H1111a r d. 

Xeah. 

You want me to bring- I ' ll bring him , too . 

leah, because he' s been contacting Bell. 

That ' a right. 

Xeah . 

Now, let - can you let me check up on the ... . 

Sure . 

. .. • on the date and ! ' 11 l et you - nn the t i me and 
I ' l l l et you know. 

Well , lt I don't hear trnm you •. . • 

You ' ll know that thr ee " ' cl ock 1a al l right but 
I ' l l see l t - I' l l let Y"U know very shor tly . 

Good. I thank you. 

Fine. Okay. 
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August 4, 1943 
11:45 a.m. 

RECIPROCAl AID ( BRITISH) 

Present : llr, ~th 
lolr . Bernstein 
W.ss Kistler 

H.M.JR: I thought you (~th) might listen to 
this because it is a white paper and we might have to 
answer it, and so forth, and so on, It is an entirely 
new field for you, It is a very interesting one, 

I did read that thing (indicating Aide lo!emoire, 
copy attached) last night, Bernstein, and one of the 
segments I have got to do is - let me just take a chance • 

. Let me answer first IVinant ' s telegram to me . 

J.!R. BERNSTEIN: We have a letter drafted for that. 

(Draft of letter to llr. Winant handed to the 
Secretary, copy attached,) 

H.Y. JR: No. Where is the cable? 

(Copy of cable from Jbo. Winant dated July 29 handed 
to the Secretary, copy attached.) 

H.I!..JR: •rour telegram was referred by me to Harriman, 
since it appeared to involve lend-lease matters, "- just 
that first part, it is such a ~eculiar way to answer me . 

What did the first cable say? 

MISS KISTLER: The original cable as it 
in London is as we originally sent it to the 
ment, but the paraphrase we received--

was decoded 
State Depart-
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H.V. JR: Did I ask him to do anything about it? 

tiTSS KISTLER: You asked him to - either he or 
Harriman to discuss it. 

(Cables to Y.r . Winant dated July 6 and July 10 
handed to the Secretary, copies attached.) 

H.M.JR: That isn't vmat I want (indicatinv draft 
of ls t ter to i'finant .) ~ 

I want to say, "Dear Gil : I am wriling you this 
personal letter because, frankly , I did not understand 
IThy you cabled me the we:, you did on July 29. 

188 

.. 

"Going back to the time that Averell Harriman called 
on ms, at \lhich meeting Harry '.'lhite rras present, Harriman's 
chief i nterest ~as to inform me IYhat ;yas ~;oing on to try 
to get the Engl~sh to place a dollar value on Lend-Lease. 
I told Harriman that I was glnd to be informed but that I 
was taking no part in that endeavor. 

"I then said that I would like him to know what we 
were doing in regard to trying to get the English to give 
us ravt materials under Lend-Lease i n Reverse, but to the 
best of ~ knorrledge - and I have checked this wit~ Harry 
'.'/hite - I did not ask for tlli.s assistance at that time. 
So much for that. 

•next, I telegraphed you on July 10. In the last 
sentence of this cable I say, 'If you can do anythL~ to 
hasten a reply by the British, I should appreciate it.• 

"Not having had a reply to ~ cable of July 10 from 
either y.ou or 11r. Harriman, I wrote a personal letter to 
Secretary Hull, as follows , in which I forwarded my pro­
posed cable to you. Certainly Mr . Hull ought to know l'lhat 
is the correct procedure for the Secretary of the Treasury 
to contact the American Ambassador to Great Britain. 

"You will be furthermore interested in knowing that 
before ~ cable went, Dean Acheson telephoned to me for 
~ approval as to what Mr. Hull proposed to say to you, 
and I gave him my approval. 

• 
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"I am &iving you the chronological order of what 
happened because, frankly, I do not understand vrhy you 
wanted to point out to me that inasmuch as this involved 
Lend-Lease you were not informed. " 

He was trying to slap Hull down . Vvhat I think is, 
he uses this to sl ap down Hull, to say he is not informed. 
Certainly I informed him. It went through Hull 's office, 
was checked by Acheson. 

"To be less formal, I have always felt that lfi th you 
in London the Treasury has had a good friend, and I want 
to continue to feel that way, if you wi ll let me. But, 
frankly, your cable upset me, and I am sure there are 
always two sides t o every story. And if you care, I would 
be glad to hear your side of the story as one friend to 
another. With kind regards, Yours sincerely, " 

MISS KIS'ILER : Yes, vre had it wrong. 

H.!.!. JR: -I think he is telling Mr. Hull, "I don ' t 
know anything about Lend-Lease , Harriman is over here as 
Ambassador f llio,.Hopkins," and so .forth, and so on. But if 
he doesn't knOW, it isn 't my fault , I want to l et him 
kno1' that I did the usual thinP" of sending it to llr. 
Hull's office . Now, that takes care of that . 

What is going to happen this afternoon when Strttinius 
comes to see me? I have-read this thing, and I cant make 
out - so~body said they were going to give us seventy 
million dollars. 

Supposin:g you start, 

MR. BERNSTEH!: The more we read the message, Mr. 
Secretary, I think the less we feel satisfied with i t . 

The British have done this - they have agreed with a 
very qual ifying statement, which is a f, ittl e disturbi~e ­
they have agreed, with this statement: On the assumptlon 
that the list and valuat ion accompanying the letter from 
Mr. Stettinlus represents roughly the effect of what is 
proposed and that no major item will be added" - then 
they agree to Recipr ocal Lend-Lease for these raw 
materials. They can only accept, they explain, for 
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themselves and for the Crown Colonies and Southern 
Rhodesia, which covers on Stettinius' list a little 
under seventy mill i on dollars' worth of goods, 

There is a hundred and twenty- two million addi t ional, 
and they say you get that from the Dominions and India 
by going directly to them. They use the word "directly. " 

Now, L!r. Acheson has already expressed the view that 
we should not go to Australia for additional reciprocal 
aid. 

II .M. JR: Does Acheson handle this? 

!.!rt . BERNSTEIH: Yes, for t he State Department. 

It is a hundred and twenty-two million, approximately, 
from the Dominions other than Canada and India . Now, out 
of the hundred and twenty- two million almost nothing is 
left that we feel certain of for this reason: Mr. Acheson 
has said, "Don' t ask Australia. " That more than covers 
twenty-four million, and eighty-seven million comes f rom 
India. And we have already been informed by the State 
Department in connection with lend-leasing silver that it 
is not al together legal for us to have a separate agreement 
with India, so we oay get the run-around as far as India 
is concerned, for the time being at any rate . 

H.W. JR: Let me interrupt you. Other than holding up 
that silver arrangement for India , everything else had gone 
tor1Tard - when I went up before McCarran? 

MR. BERNSTEIN: Yes. 

H.U. JR: All those other oountries? 

MR. BERN~TEIN: Yes. The Netherlands have already 
eotten theirs. The United Kingdom and Austral ia are 
getting theirs in a day or t wo. 

H.U. JR: What you are telling me - I wish you could 
give me on one sheet of paper the things that Eneland 
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said they agreed to. In the first column, the things 
we asked for - this is the l ist of Stettinius' - then 
on the other side, if you have a red r ibbon, put down 
the things they have agreed to. Then I can see woat 
the shortages are. 

J.IISS KISTLER: The picture is rather confused 
because of the--

(The Secretary held a telephone conversation with 
la. Stone, ~. Hull's secretary, as follows : ) 
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MISS KISTL ER: Is Stettinius going to be disappointed? 

H.M. JR: I don't care, This is too important. 
Stettinius has unquestionably talked to the State 
Department; he unquestionably talked to the British 
and said what they should say to me. 

You (Smith) don ' t know the way these fellows move, 
It is amazing. It is a little exaggeration, but not too 
mch . 

~. BERNSTEIN: You have it precisely right this 
tillle , because J.lr . Waley was telling me that he had an 
appointment with Stettinius to talk about this whole 
busineca and couldn't come to talk to us on another 
matter. 

H. L!. JR : It is amazi ng. This is a part of the 
Treasury you have never seen. (Indicating Smith) 

MISS KISTLER: What I was going to say, Mr. Secretary, 
is that our request to the Bri tish was very simple . It 
was for two hundred to three hundred million dollars' 
wor th of raw materials within a year . But the important 
thing is what the committee ' s intentions and hopes bad 
been - the inter -departmental cot:mittee. The letter to 
Phillips was merely exploratory, so I think the note should 
be reviewed more in terms of how it meets the committee's 
expectations or what the committee had hoped for . 

H.U. JR: I want a definite list of what Stettinius 
gave me . 

MISS KISTLER: There is difficulty with the list 
in that the committee ' s intentions had not been to l imit 
the program to ~ublic purchases. In fact , we defi~itely 
considered poss1bilities of such things as Austral1an 
wool, which is coming in on private account. 

H.U. JR: To go back, there was a l ist which either 
Stettinius or you gave me. 

WISS KISTLER: ~. Stettinius submitted it to the 
British, and the British have centered their n~about it, 

•• -

Regraded Unclassified



193 

- 7 -

but our request to the British - l~. Whi te's letter -
was not in terms of any list and did not mention specifically­
public purchases, but merely two hundred to three hundred 
rdllion of raw materials. 

li .M. JR: Did we break it down? 

UISS KISTLER: No, it was just very vague. 

H.M. JR: St ill do what I want, Let's take Stettiniua' 
list and see how near they meet that list, just for me. 

I.IISS KISTLER : We can do that. 

H.M. JR: They broke it down by countries and by 
items. 

MISS KISTLER: That is correct. But I think there 
are more important comments to be made on the note. 

H.M. JR: I know, but I want to work from - in the 
White memorandum, did we say tho. t we would limit that 
to Governmental purchases? 

MISS KISTLER: Mr. Stettiniua submitted this list, 
which I take it was given as an indication of what 11e 
wanted, but--

H. ).t. JR: What I don't under3tand is this: After 
all , the British Empire doesn't hold any wool or copper. 

MISS KIS'll.ER: The British Government purchases all 
the Australian wool which is exported. They also purchase 
all the South African wool which is exported. 

H.M. JR: But b;r excluding private purchases, doesn't 
it exclude an awful lot? 

MISS KISTLER: If they exclude private 
it does limit the program considerably - or 
Also t he October 1 deadline limi ts it .• 

U.S. purchases 
the possibilities. 
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I spoke to a man in BE!./ yesterday and asked him. 
He said that it wouldn't be unusual if half the con­
trnots were extended through 1944, which woul d mean that 
in effect we might not be gettine very much. They were 
now neeotiating one contract which would terminate in 
1947. 

H.l!. JR: I don ' t have to havs BE'N in on this. 

1!ISS KISTLE3: No, no, but I am telling you the 
facta . 

J.!R . BEIU'ISTEIN: They do the bu;;ing. 

H. J.!. JR : They do the buying the way Procurement bu,ys 
for Lehman, but this doe sn't mean Procurement sits in 
on a meeting or makes a policy . 

UISS KISTLER: But the significant point is that the 
British--

H.M.JR: But between now and this afternoon I want 
the two of you to give me a balance sheet - this is, what 
Stettinius asked - you may have to do three columns. 
You can' t break ·it doYill - you don't know public and 
private purchases? 

l!R. BERNSTEIN: We have the lists, yes, 

H.M. JR: ~~at is the other thing? What points do 
you want to stress? 

JJR . BER!ISTEIN: As !.!iss Kistler pointed out, they 
have put a time l imit for the beginning. We have asked 
for the fiscal year , but they don't want to start until 
October 1, and then they make the limitation that it 
shoul d not apply to private contracts. That may cut 
down even if they agree to the whole two hundred mil­
lion' - the whole l ist, to begin wi th - which they hav~n't 
yot dono - it would bring i t down to less than half, 1n 
all probability. 
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H.U. JR: Let me ask rou this : When did ther sar 
they were going to get out a white paper on this? 

MISS KISTLER: I~ is not on this. 

MR. BKrufSTEIN: On the reciprocal aid they have 
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given it to us, and it is value by groups and by countries. 

H.M. JR: That is the thing l~rriman ~as working on? 

WR. BERNSTEHI: Yes. 

H.~. JR : That doesn' t mean they are going to get a 
white paper? 

loiR. BERNSTEIN: flo . 

H.M.JR: Why- did the British ask us to have our ~ 
rescind what they are doing - the Armf since the first 
of July placing a dollar value--

L!ISS KISTLER: Ther have never liked value tion of 
reciprocal aid. 

H.M. JR: In other words, they are going to do it 
instead of having our Ar~ do i t . 

}.ITSS KISTLffi: I 
to the Ar~ doing it. 
the dollar sign. 

think they probably just object 
Ther don't l ike the e~phasis on 

MR. BERNSTEIN: They have agreed in principle to 
publish by major groups and by countries the reciprocal 
aid they have given. But that will be their valuation, 
for one thin~rather than the valuation we put on the 
goods, and that may make a dif ference . 

H.M. JR: It is not clear in this white paper that 
t hey are going t o publish this other thing? 

MR. BERNSTEIN: No, sir, they aren ' t going to publish 
this other thing. But we will find out, because when 
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Stettinius comes around he is going to have a press re­
lease, pre~bly, which will cover the same material 
as the white paper , 

MR. SMITH: Mr. Stettinius is going to make a 
white paper2 

MR. BERNSTEIN: No, that is the British. 

H.U. JR: \Vhat happened in all these things~ Some­
body has got to get tough. They are perfectly nilling 
to let me get tough . Somebody had to get tough wi th the 
British to get i t , and we haven't gotten it yet, and I 
am not satisfied. 

Non, I have a suggestion. ;Vhat else? 

L!R. BERNSTEHI: There is one other thing that is of 
interest. In addition to this note, Sir Ronald Campbell 
made an oral statement to Mr. Hull in which he said that some 
quarters of the Administration don't appreciate the serious­
ness of Britain ' s position because of its external lia­
bilities and its gold and dollar holdings. When ~aley 
wrote to you he gave you almost the substance of that 
oral statement but left out that last stetement,that some 
people don't appreciate the difficulties, 

H.M. JR: Tnat doesn't bother me • 

.L!ISS KISTI..O: \Vould you want to, before reaching a 
decision or making any - reaching any final dec~sion 7 
know that the committee in making its final del1berat1ons--

H. M.JR: What committee? 

1!ISS KISTLER: lE:r. White's committee on the dollar 
position. 

The renort which we had drawn up and was circulated, 
then held in abeyance because Stettinius wanted the wh?le 
question reopened, suggested or recommended three possl­
Dilities of reducing the balances, one being the r~d~ction 
of Lend-Lease assistance, so before reaching a dec1s1on--

... • 
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H.U. JR: What are the other two? 

LITSS KISTLER: One is tho sterling kitty to finance 
any sort of expendit ures in the British Empire,and the 
third one is this one on reciprocal aid to cover the r aw 
material s. 
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H.U. JR: I think the thing - if we decide that this 
is unsatisfactory, I am going to say it is unsatisfactory. 
I want to tell them that I want to pursue the thing of 
cutting dol'fii - is the Canadian formula any good? •• • 

J.IISS KISTLER: I think so. 

l!. lo!. JR: Could we use that? 

~SS KISTLER : No, because i n Canada we are working 
under our contracts - in Ca.nada, instead of lend-leasing, 
we place contracts under the Hyde-Park arrangement . 

H.M. JR: No good. 

Have you people examined to see if there is any 
plaoe where we can reduce the Lend-Lease aid - tobacco? 

UISS KISTLER: There are a lot of civilian goods 
going to Britai n. In fact , when the !!hole question was 
up in Anril I think Lend-Lease did recove tobacco from 
the lis~ . 

H. Y. JR: Are things like that - could you give me 
some more this afternoon? 

1!ISS KISTLER: We can five you not detailed com­
modities, but lists of civi ian gooAs, agricul tural and 
industrial goods , as against military. 

H. M. JR: Will you do that? 

l.USS KISTLER : Yes. 

Regraded Unclassified



198 

- 12 -

H.M. JR: And how much it amounts to. Does it amount 
to n fairly good sum? 

MISS KISTLER: In the cnse of England, it is sizable. 
Tho foods are very important. 

H.M. JR: Well, do that . And t hen because I have never 
been satisfied that we couldn't help some way to relieve 
them of some of their sterling - that is what really worries 
me. 

~. BERNSTEIN: The stabilization lund plan is one 
way of hel ping them, but I don't know if we ought to help 
them by just giving them more dollars. 

H. Jr.. JR: No. No. Isn' t there some way that we could 
take some of their sterling and buy thin~s r:ith it? They 
will use sterling to buy thi s stuff , won t they? 

MISS KISTLER: They won' t be using sterling - well, 
the Colonies Vlill, but that is one reason-- . 

l!. ll. JR : Won ' t they use sterling to buy this stuff 
to give us? 

AliSS KISTLER: We will get them directly £roo the 
Dominions, and the Dominions won't get sterling. 

H .~.JR : Should I continue to hold up doing anything 
for India until we get this thing straightened out? 

I!R. BER!ISTEI!i: I should think you would. They are 
coming around to talk about other things again. In the 
meantime , you know, they have given us this sharing in 
the - sharing in the gold sales, and they have been playing 
it up a good deal . 

H.l!. JR : 'IJhat is that? 

MISS KISTLER: They are going to sell gold on joint 
accounts. 

. .. • 
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H.M. JR: In Iran - that was my euggest ion. They 
go in there - go in the black market - there is gold which 
is at a great premium - they buy a lot of cheap currency 
in Iran and tell us we have done it, Then our boys are 
nll excited - "They are going to pay their A:rrrry and look 
nt the money they make." 
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I said, "It is simple . Tell the British we are delighted 
to have a joint account with them. " They had to say yes, 
So every time they spend a million dollars ' worth of 
gold, which we don't have - we don't have any gold we can 
use - O.K., we take half of it. I thoueht that was - I was 
quite proud of that. 

!JR. llE!UlSTEill: I think we should hold up the lend­
leasing of silver to India until we get more satisfaction 
on this, Mr . Secre tary. 

H. M. JR: O.K. This is all rieht. I am seeing you 
all nt three-thirty. 

MISS KISTL~~ : Do you want to see us before? 

ll .ll . JR: You might be in five minutes before. 

You (Smith) had better see this thing through. 

lo!R. S.IITH : All ri~t . 
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I!MJr: 

Oo~ra to r: 

John 
Stone: 

HMJr: 

s: 
HY.Jr: 

S: 

HY.Jr: 

S: 

!IMJr: 

S: 

HMJr: 

S: 

IDIJr: 

S: 

!IMJr: 

S: 

Hl!Jr: 

S: 

HMJr: 

S: 

HMJr: 
S: 

August 4, 1943 209 ... 
12:0') " ·"'· 

Hello. 

Mr. Stone. Oo a.head. 

Mr. Hull is in his press conterence, Mr. Secretary. 

'.iell, you always take good care or me, Mr . Stone. 

You are very kind, eir. 
;. 

Mr. St1ttinius is coming over 
t o dUcuss this memorsndum on 

to my ottlce at 3:30 
lend-lease in reveres ...• 

Yea, sir. 

•••• Mr. Campbell gave to Mr. Hull •••. 

lea, sir • 

.... and I believe I'm correct that Mr. Acheson looks 
after that t or Mr. !lull. 

He does most or the time, air. Yee. 

Well , 1! I am correct- let's put it whoever Mr. Hull 
wan t e ••.• 

Yeah • 

. . . . out I would like somebodY who could r epresent Mr. 
Bull to be here at 3:30. 

Fine. In your ottioe? 

Yeah, in lilY ot!loe when Mr. Stettiniua comes because . 
we've got to make some deciaione. 

All right, air. I 111. ... 

And 1 t' a 1n reference to thll t long me:torandum from 
Mr. Campbell . 

• • • 

Yeah, 1 know the memor11ndum in queetion, Mr. Secretary, 
and I 'll phone your ottice and let you know who Will 
attend, 

Would you, please? 

All right, sir. 

I thank you. 
Thank you, M.r. Secre tary. 
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RAndol ph 
PRul: 

H.,Jr : 

? : 

!&.Jr: 

? : 

:::.Jr: 

P: 

'!!~Jr: 

?: 

? : 

H:<Jr: 

? : 

Opera tor: 

lfl.!Jr : 

(;,1era tor: 

August 4 , 1943 210 
2:20 ;> . m. 

~nla ~uestion or these charwom~n over at the Bur~au 
ot Engraving •... 

X' eah. I meant to - I saw the t in the ,,aner the other 
day and meant to speak t? you a bout i t . 

1 1 m going to send in the memo thet I go t from Thompson 
and I wonder- I ' d like to have you apoeal directly 
to the Comotroller GenerAl on the - ae a matter of 
human interest. Will you? 

Uh huh. 

See it he can ' t do so~eth i g diff er ent. See? 
• . -

leah. I qu i t e agreP wlth you on t~e public rela:i~n a 

angle. 

1.iell, I got a memo on 1 t 11nd I ' 11 e~".d 1 t l r. to yc'J . 

r.kay . I'll be back there 1n about five or ten 
minu tee. 

Oh , a r en ' t you at the office? 

No , I ' m in the -we're hRvind a staff luncheon. 

Oh , well, le Blough there wi th you? 

ilo , ne i sn ' t . Thls 1s a law- l egRl starr. 

~h . All right. I'll e•nd 1t to you . 

All r ight. I ' l l be uo th, re in a f ew 'llinu t• s. 

Yea, eir. 

Roy Blough on the ohone. 

All right . 

( Conver se t i on wl th :-:r. Bl ough not r ecorded · ) 
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HMJr: Hello. 

Ed 
Stettiniua : He nry: 

HMJr: hah. 

s: These figure s on reveree are not ae imoret•i ve as I 
thought they were yesterday. 

FIMJr: No. 

S: 

"J.!Jr : 

S: 

HMJr: 

S: 

:!}lJr: 

S: 

!IMJr: 

s: 

Ht.;Jr: 

S: 

HI!Jr: 

They' re smaller - much s~ller than I'd thougnt. 

leah. I think our boys aay they am?unt to ab~ut 
eeventy million. 

Seven? 

Oh, no - seventy. 

1ea , that 's on raw materials. 

Yeah. 

But on reverse lend-lease. 

Oh, that I - well, those i naven' t seen. 

Ietlh. 'II ell, now when you eee those ycu ' r e fo1r.g to 
be disappoi nted. 

Yeah. 

And I think we want to thoroughlY consider all angles 
of thl& thing when we meet at }:}0 •... 

Well ••• . 

• • • 

s: • •• . a nd Dean told me tha t he waa going to be ther e , too . 

HMJr : Well, I asked Mr. Hul l to eend eomebody over .... 

s: Good • 

HMJr: •.. . because I wa s disturbed. 

S: Right. 

Regraded Unclassified



HHJr: 

s: 

tw.Jr: 

s: 
HHJr: 

s: 

l!l!Jr: 

s: 
ffi1Jr: 

s: 
HMJr: 

S: 

HII.Jr : 

s: 
HMJr: 

s: 
l!l!Jr: 

s: 
HMJr: 

S: 

HMJr : 

212 
- 2-

I went into the thing thle morning and when I- wltb 
the hel p or ~ people- and when I eaw it I was dis­
t urbed and I didn't - I thought 1t ·~uld be hel pful 
to have Dean he r e. 

I t will be. No w, I ' d l ike your ne rm1sa1on to bring 
w1 th me .... 

Yeah. 

• ... Phillip Reed, who is Av erill ' s deputy .... 

Xeeh . 

•.•. who just got 
thing up, acrose 
right? 

i n from London, who kno~a this whole 
and down the board. I s the t all 

Sure. 

And would you mind 1! I brought Oscar? 

No, t'1ne . 

Because I think we have to r each a ouick decisi on. 

1hat' s all right with me . 

I'll be ther e at }:}0. - .- - · a 

Now, walt. ~nile I've go t you on the ohone .. .. 

Xeah • 

.... i sn't that Reed ot the General Eloctrie7 

Xeah. 

That ' e all rlght. 

That ' s all right, isn ' t lt? 

Xeah. Now l et me - did you get a copy 
which came in rrom Winant ln which he 
know anything about lend-leaae and as 
•why did I ask him about lt?• 

No . 

I though t I sent you a copy or that. 

of the cable 
eald he didn't 
much oa to say 

••• 
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A copy "that Gil Winant eent you? 

Yeah. 

And he said he didn ' t know anything about it? 

Yeah. He wasn't handling it. 

That 's Will Averill- Averill, ?t course, ie a special 
represents ti ve at the President. You know. 

~eah , but - no , this wae in anewer to the second cable 
that I aent through Mr. Hull pereonelly. 

I remember. 

And the come- back wee, "Well , I 
abou t it.• But anyway, he aaid 
that nigh t and l ooked into it. 

Yeah. 

don't know anything 
that he veht ahead 

'~fell, don't you send you r cables thr ough Hull? 

Oh, ev~rything goes "through Hull. 

Well, thi s was a most peculiar cable tram Winant ... • 

And Winant gets all cool es ot everything we send 
Averill - he gets copies. 

Wel l , i n this cabl e he aa1d he knave nothing about 
thla. 

Vell , that 's very- that 's very aurprial ng. 

Well, I've wri tten him a o eraonal letter because I 
don 't know what be vae shoo ting st but I- I couldn't 
understand it . 

Well, I can 1 t ei tber, Henry. I 1 11 see you at 3:30. 

Right. 

,. -
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RECIPROCAL AID {BRITISH} 

Present: Mr . Acheson~ 
L!r. Stettinius/ 
!.lr. ~th ,; 
!tr. Bernstein~ 
l&ss Kistler ~ 
Mr. Reed/ 
1Jr. Cox, 
Mr. Denby, 
1lrs. Klotz 

August 4, 1943 
3:30 p.m. 

H. M. JR : I 1vent to school this morning, and after 
I read it {referring to Aide Afemoire dated August 2, 
1943} I got a little nervous. 

A~. COX: Not half as nervous as I did, probably. 

H. U. JR: So I called up lir . Hull and asked him if 
we could get a little help from the State Department. 

J.!R . STETTINIUS: 1!1' . Secretary, this issue really 
goes back to the hearings on the extension of Lend-Lease, 
which started in January, when ~e were at that time 
questioned at great length on the value of reciprocal 
aid. We stated at that time that we Just weren't in a 
position to give Congress the specific information as 
to the value of. Reverse Lend-Lease , that returns hadn ' t 
come in yet, but that some day just as soon as we could 
estimate that we would give Congr•ess the amount of 
reciprocal aid we were getting f rom the other United 
Na tiona. 

Also the question was touched on at that tinte of 
ravt materials that were purchased in the British Empire 
with American dollars, coming to us on Reverse Lend-Lease . 

21~ 

•• • 
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Since January we have pursued - 11i th your rep­
resentatives and working with Donn and his staf f we have 
pursued both subjects . The whol e situati on culminated 
in a conference that l!r . Acheson, Averell Harriman, and 
I had i n W.cCloy' s office about six weeks ngo 1vhen Harriman 
was here, at IVhich time we reviewed the whol e situa t i on 
as far as Rever se Lend- Lease was concerned and as t o 
whether r.e should ask the British to give us an estimate 
as to- -

~. Smith entered the conference . ) 

H.!J • .11: l.:ay I interrupt, just to cl ear it? l'lhen 
you are talking about Reverse Lend-Lease , you are talking 
about the price and you are not talki ne about these ra~ 
mater ial s? 

IJR. STET'fi NIUS: That is item two. 

H.M. JR: You are now on one? 

!.!R. STETTIIIIUS: Now, I am on the value o.f the recip­
rocal aid that the British have eiven us . ·:le discussed 
the matle1• - llr . Acheson :~.nd I - with J.:r . 1!arriman and 
~. llcCloy at greet leneth, and finally 1Te concluded tha t 
the time had arr ived when we couldn' t get by with Congress 
ouch longer, that Ellender is out to de~~nd these figur es, 
likewise Vorys of the Foreign Affairs Cocm.ittee, and 1::-s. 
Bolton and some other s, end the t ime has arrived when 
somctiue before very lon~, which ne think will be this 
autumn, Congress in one ;ay or another will demand knowing 
the value of Rever se Lend-Lease. 

So Mr . Harr iman went back and immediately had con­
ferences wi th the Briti sh in London . Ur. Acheson had 
oonfe rences with the British; likewise, we on the 11orking 
l evel. Now, out of i t has come an agreement on ·the part 
of the Briti sh to make a stat ement . 

The Armf has agreed to take the estimat~s . o~ the 
Br l t ish and not to have their two or threo.dlV1Slons1 as 
Doug ~cKeachie said i t ~ould take, to go 1n and est 1mate 

• • • 

Regraded Unclassified



216 

- 3 -

in the fiel d, with al l the cal culating machines and every­
thin~ , the value of the aid that they received from t he 
Britlsh. 

Sir Kinesley Wood, the Chancellor of the Exchequer 
is tomorrow morni ng - six o ' clock ·,vashington time - ' 
eoine to arise in Parliament, the last day that Parl iament 
sils before arising for their rece ss for six weeks, to 
make a statement . 

(Discussion off t he record. ) 

(1~ . Denby entered the conference . ) 

LOt . STETTU.1US: lf.r . Denby has beon rror kine on this 
statement •r.ith the British. We had lfOrkcd out a plan 
with the Br itish yesterday. · 

Sir David •.Valey, who has taken Freddy Phillips place, 
ancl Opie , who is Halifax ' s economi st , as you know, have 
been working with }f.r . Denby on the matter . We had worked 
up a procedure whereby we would issue a statement tomorrow 
at nine o ' clock following the Parliamentary statement at 
six o'clock, which would beat the AP and the UP wire 
services so that our statement that you and the State 
Department, the i'iar Department, and ourselves would approve 
would appear in tomorrow a.fternoon's papers, end it woUldn ' t 
just be a headline splash from London. 

Non, this statement gives the basic info~tion that 
Kingsley Wood will give on the floor of Parliament on 
both subjects, the value of Reverse Lend-Lease and the 
matter of raw materials coming to us on Reverse Lend­
Lease . It is si x pages long; single spaced it is re~lly 
thi'ee pages, and I think possibly, so that. all our ~nds 
can foous on the same issue , it I?Ould be 1t1se at tlus 
point to read this s t at ement now. Then •ne can go. back 
and discuss it, because a number of us have cer ta1n 
que stions and doubts. 

H. L!. JR : This lf& S prepared in your office? 

.~ • 
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!JR. STETTHIIUS: This was prepared in our office , 
but with the War Department, and ~. Denby working generally 
around with all concerned. . 

H.M. JR: Has Mr. Acheson seen it? 

!JR. ACHESON: I just got it before I came over. 

(Draft of statement concerning Reverse Lend-lease 
read by Ur. Stet tinius, copy attached. ) 

14{. STETTIIIIUS: That is the rough draft of this 
business that Ur. Denb;r and the members of our staff 
prepared. I think our time is ver;r short. I think that 
we must discuss - I know what you have in mind, J.rr . 
Secretary, the raw materials in connection with the 
expiration of certain contracts and the Dominions not 
coming in at the same time. It amounts to seventy 
million where you and I talked about the two hundred 
million. 

H. ld. JR: Two or three hundred million. 

!.!R. STETTI NIUS: Yes. Also, we have in mind the 
possible criticism that these total figures of the 
United Kingdom aid to us are much smaller than Congress 
and the public expected, and that we might possibly -
they and we might be attacbd, that this might do harm 
rather than help. Also, Oscar has quite an important 
point in view of the fact that airports, barracks, 
hospi tals, and other constructions were put down at 
two hundred sevent,r-four million dollars, feeling that 
some of our isolat i onist friends could pi ck us up and 
at tack us on that point . 

H.M. JR: How long have you had this information? 

MR. STETTINIUS: ;ve have had this what, a day? We 
got a cable from Harriman this morning, really. 

ldR. DENBY : We got the figures yesterday. 

•• • 
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MR. STETTHJ:US: I got them at four-thirty yesterday 
afternoon. 

J.m. DENBY : The cable came in yesterday with the fig-
ures . V/e haven't had them before that . · 

MR. STETTIIUUS: The oable from Harriman yesterday, 
which is here, \Vas the first time we have received the 
figures . And you have been working ever since on a--

m. DEliBY : 7le met ;tith the British right away and 
l'lorked with Opie and .~aley last night. 

tR. STETTINIUS: That is the first time we got infor­
mation - the cable from Harriman. 

H. l.r. JR : I mean, if you want the Treasury to be helpful 
it is too bad you didn ' t give us at least a day to turn 
around. Here we have no timo to turn around in. I mean, 
if these people had had this last ni~ht they could have 
been studying this thing. 

L\Y own feeling - as to the over-ad statement -
I don ' t think it is sood. And as to rthat they did on the 
raw materials - I mean, I can't publicly say that I am 
satisfied, and I will have to say I am dissatisfied . I 
wish they would leave any reference to raw materials out, 
because I can' t accent it . I just can ' t accept it . ue 
had bettor take all ~eferences out, because if they stand 
by this, then I immediately am going to have to tak~ .. 
steps to reco=end to you to cut down furnishing c1V1l1an 
materials to Engl and - to the President or to you. 

MR. STETTINI US: You mean--

!! I[ JR• I mean their balances are far too great. 
• • · ' hi th' .. they have 

They have been fus sing around with t s 1~~ · h 
been stalling on this thing, and they haven done t e 
right thing. 

th r I have go t to discharge my 
Now, some way or o e that \'then their balances get 

responsibility, and that is 

• . . 
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above six hundred million dollars we begin to cut i t 
down. N011 , you can' t start cuttin& down - we hope to cut 
it down by getting them to furnish these raw materials 
'Na asked for two or three hundred million, and they c~e 
through with seventy and i t doesn' t begin until the last 
of October . And t here are a lot of things which ~ people 
can point out in this thing that don ' t l ook r ight. 

Then the only thi ng left if they stand on this thing 
is for me to take a strong position to bev.in to cut down 
Lend-Lease, 1;017, I can't do it very well"on military, so 
I have to do it on civilian. 

~. STETTI!IIUS: '.'lhen I put that question to the 
British yesterday--

H. l!. JR: I mean, if they make this thin;; and I ao 
asked nt ten-thir ty tomorrow at my press conference if I 
am satisfied, I am goine to say no, unless - I want 
Acheson to advise me , and all of you, but he had better 
take out his reference to raw rna to rials , 

1~. STETTINIUS: Henry, I asked the Bri tish yesterday -
I tol d then the. t I was di sappointod yesterday at four­
thir ty when Sir David .7aley and Opie came to discuss this 
matter with me for the first tine;and they said that they­
had done evervthing over which they had control, that 
they had agreed to have the U.K. and the Colonies ?ive the 
raw materials for nothinL, but they could not r~ach the 
decision for the Dominions. The Dominions woula have to 
reach their own decision. You (Denby) were with ote :-:hen 
that eta t ement was made , and they tho~~&ht they- would 
recommend to the Dominions and they thoul"ht the ;mol e 
matter would be straightened out very quickly wher~by we 
would eet all raw materials from tho Empire on rec1procal 
aid very quickl y . 

H.M. JR: Well , a bird in the hand i s.worth tw~ i n 
the bush. And what we really r,o t - that 1s someth1ng. 
But they have never traded like this with me before . I 

• . -
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don't like to be traded with . The thine is too big to 
get do1m to trading like a lot o£ horse dealers. I 
have never traded with them as a horse dealer . I don't 
want to be in the posit i on of trading. I think the thing 
ought to be kept on a high plane; now it is eetting down 
to pretty petty stuff and they are rushine us. They 
have had ample time . Good heavens, when did the first 
~soorandum eo from here~ 

J.:ISS KISTLRR: J.:r . ".'/hite 's letter r.as Jlay 27. 

ll . ll . JR: !low I get this at three- thirty in the after­
noon and am tol d that at six o'clock the next mornine ­
let's say you and I - you got it yesterday. 

220 
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!.JR. STETTINIUS: Didn't you get an Aide !.:emoire yourself? 

H. J.' . JR: Oh, yes. 

I.:R. BERN3TEIN: That doesn't indicate that the figures 
on raw material s will be published nt all. The statement 
about ~ report to the Parliament is contained in item 
six, before there is any discussion of the raw materials 
at au . 

It says that as soon as the white paper is presented 
to Parliament its text will be communicated to the United 
States Government . And there is no statement at all 
indicating that they intended to cover in the white paper 
the raw materials. 

MR. STETTINIUS: They have never told you that ? 

I.!R . BERNSTEIN: There i s no indication here. 

MISS KISTLER: That is all vro have had. 

H. !l. JR : l'lhen did that como in, the llemoire? 

UR. BERNSTEIN: This came in on Tuesday morning. 
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H.J.!. JR : So I am on perfectly justifiable erounds. 
I am not going ~o say al'\Ythinr; about the other thing, 
because I haven t been in on it , and when Harr iman came 
in, and all that , I said, "I am very glad to li sten to 
it, but I won' t take al'\7 part. The Ti'easury isn't taking 
any part in gettin~-: money value on Lend-Lease in Reverse. " 

1l:t. ACH::SOU: I think you are right. 

221 

H. l! . JR: But this other thine - you asked me to take .•. 
this other on, and I have taken it on. 

UP.. STt:l'i'ItiTUS: That is right . 

H. l.:. JR : I hate to use this language, but I think 
they are just pull i ng a fast one on us on the raw material~ 

Now 1 this whole question of India - I mean, if we make 
this statement, and I am left in t he position that I heve 
no excuse not to do the Indian silver deal, whi ch I don't 
want to do - and what are the Enelish balances now? 

MISS KISTLER : They were thirteen sixteen at the end 
of June . The balance at the !lew York Federal had risen 
about eighty mil lion during the month, so it would be 
about one point four billion. 

R.U. JR: Which is over double what l said that it 
should be when I 110uld start to cut down. 

lJR. STETTI!IIUS: That is right . 

H. J.!. JR: So if this statement goes out, then I come 
back tomorro1r and say , "Look, I am going to write you a 
letter, Stettinius, recommending that you begin to cut 
down on civilian Lend-Lease to Eneland, " you having issued 
that statement i t puts you on the spot. I don't want to 
do that . 

Just one li ttle thing - that thing right at the 
where you said they had three hundred fifty million 
contr acts outstanding, and let you accumulate--

end 
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MR. STETTINIUS: It was three billion five in here. 
That isn ' t right , is it? 

1m. DENBY: I can't vouch for thnt figure . 

11 . /.!. JR: Right at t he end you said something about 
you nould let balances accumulate . 

L~. STETTH~IUS : It was three billion five in the 
text . I thought it was three fifty million. This couldn't 
be rieht . That isn' t r ight. 

H.H.JR: Neither is right. 

L!ISS KISTLER: I doubt if tha t is a s hi gh as three 
billion five . 

H.H. JJl. : It isn' t rieht , irrespective of the figure . 
We never let them accumulate that . We couldn't help 
ourselve s. 

1.m. COX: That is r ight . 

H.t:. Jn : They pai d off the last of those J.Urch ' 41 
contracts - liquidated a long t ime ago. 

~. COX : rost of them. 

~SS KISTLER: They are a lit tle bit trailing along. 

I!.L:.JR : Is it fifty million dollars? 

J.!ISS KISTLER : No. 

H. li. JR : Twenty-five million? 

/.!IS:J KISTLER : It might be twenty-five million. 

H.I:.. JR: You couldn' t sa] they are letti~ them 
accumulate dollar balances to pay tha t s tuff 0 f . Am 
I right? 

• ' . 
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!.lR. CO,\ : Yes. 

MR. STETTI NIUS: I agr ee wi t h that , 

L!R. BERNSTEIN: Mr. Secretary, there are other things 
in there - coming fr om us , a statement from this Government 
which are so distinctly wrong and deliberately intended to 
c;ive the l'll'ong imprezsion that 1re could never defend it 
if the facts c~ out . The statecent that cre have to ~et 
tno hundred million dollars in raw materials shortly, ~ith­
out anJ pay, simply isn't true, "Shortly" may turn out 
to be a ver7 long time, and the two hundred million oa7 
turn out to be a very much smaller sum. It is never 
qualified satisfactoril7. 

!.!R. STETTINIUS: I didn 't zet that you said that. 

"Total purchases by United States Government agencies 
of supplies of t his che.r ncler in those countries, in the 
United Kin~dom and in t he Coloniez have been running at 
tho rate of a,.,proximately .;>200,000,000 n year," 

L:ll. BERNSTEill: It is intended to give the im!fression 
tha l wo would be "etting two hundred million dollar s ' IYOrth 
of mater ials . Th; statement earlier that 11e will shortly- -

~. STET'i'IiiiUS: It will actually be about seventy. 

l:R. BE!UISTEIII: That is riGht , seventy if we got it 
all, but then there is the problem that t~ey have said 
it ;fill not apply to contracts entered into before October 
1. And the probability is that the ~Teater part of these 
materials ar e already contracted for for a considerable 
time in advance . We ar e very ·unlikely to eet as II!Uch as 

ll&lf or t hat ultimately that is, within the fiscal yea r. 
1e certninly v1on' t get tal£ of it . 

MR. DE!lBY: But the "shortly"--

~. STETTI~1US : That is misleadin~ if what ~~. 
Bernstein says is correct , 

• . . 
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LiR. ACHESON: I think it is. 

H.M. JR : Then, Bernie, do you mind point ing out -
one of you - that thing about the October 1 date and 
then lhe difference between public purchases and private 
purchases? 

L:R. BERNSTEIN: 7/hen l'le had first made this recom­
mendation we hadn' t intended that it ohould be limited to 
public purchases . In fact , we had in mind the very larre 
'Purchases that :night be made of wool. And, obviously, we 
had a figure first of two to three hundred million, ~.filch 
exceeds even this list that you had presented that covers 
only a hundred ninety- hvo million. 

L:R. DEIIBY : I have to differ ·:lith that because the 
letter of Har ry ~hite ' s mentioned the public purchases. 
The. t is all we have ever talked about. 

w:ss KISTLER: Yes, but it did not limit it to 
purchases - material s v;hich arc now being procured under 
a public purchase program. That was tho point . And at 
the committee meeti~g: t~~ 4i•c~sion~ did turn on the 
possibility of-- -

L~ . DEIIBY: But ove al:-:ays talked of a sum in the 
discussions, you recall , of about two hundred menty- five . 

l.!ISS KISTLER: It nas two hundred to three hundred 
million. That nas the recommendation for the remainder 
of this year, which is - and then in the letter 11e said 
durinr the coming year, but th~ original f~gu:e , in order 
to get the Briti sh bal ances adced to the b1ll1on dollars 
more at the end of the year , 11as two hundred to three hun­
dred million duri ng this year. 

1~ . DE~~: That i s correct . 

JJISS KISTLeR: Thi s discrepancy is even ereater. 

224 
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1~. llENBY : Of course we are not cOJmnitted t o accept 
t his. 'lie have indice. ted t o the Br itish that that was to 
be - to Waley and t o Opie - that that was not satisfact ory 
They said t hat the first lmowledee they had of it was i n ' 
transmittal of the Aide Memoiro ; that Opie , when he l eft 
Enj;land, wasn' t awar e of any limitation as to October or 
as to contrac t s that were r unnine out . 

225 

L!R. STETTit!IUS: llake that clear, because the Secrehry 
must get lhat. .•. 

J.:.'t. D~:BY : 7le have never dealt on that basis. The 
first we heard of it was when the Aide V.emoire was presented , 
and we raised the question :vith Opie and David ."laley, ;;ho 
themselves expressed surr rise, or at least they th~selves 
indicated they didn ' t realize that that li~itation had been 
put on. 

1>:;1 . STETTINIUS: The point that J.lr . Feis made is t hat 
Opie ha s just been back a day . He ha~ beon in London 
workine on this t hin.; for three or four weeks, ancl this 
contract limitati on busi ness \'IllS never divulr;ed to him 
in London. 

!..'11.. BE:!IIS':'EI!!: Ur . Secreb.ry, actually the Aide 
~moire puts such strineent limitations upon atten?ts 
to extend this thing that it is extremely doubtful that 

1ve could even expect very much further if v:e once ll£ree 
to their principles . 

There is a statement there - and I quote it - "90 
the assumpt ion that the list and valuation accompany1ng 
the letter f r om J.!r . Stetti nius represents rou~hly t~e 
effect of 1'1ha t is proposed and lhat no major 1~em •.nll 
be added. " That statement is there. very distlnetly. 
It doesn ' t even l eave open the quest 1on of- -

m. STETTINIUS: Of the wool . 

k t d - I don•t·::ant to II. M. JR: '.'.'hat I 'lloul d l i e 0 0 
move too fast , but I r eal ize thnt the clock is ticking 
against us. 
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Dean, I would like to call up whoav~r the acting 
wnbnssador is - is it five or six hours (tiJ'f'erence? They 
have doubl e daylight over t here. 

m. STETTINIUS: · It is s ix hours. 

H. !.1.JR: And sim· ly tell them tha t I make the 
most urgent request that Sir Kingsley '.'lood 1tithdre.w 
from his ste.te:nent any ref erence to rail' materials 
beca11se I an ver7 much displeased cbout it . I can't 
accepl it , and need time to turn around . 

That doesn't spoil ;rour pic ture i f' you are satisfied 
with your picture. 

!.:R. STET~H!IUS : I want Oscar to speak up and ?resent 
n point of view on the other picLuro . 

H.H. JR: Do you mind - it is perfectly proper for 
me to do that , i sn ' t it? 

J,n.. ACHESOll : I think t he two thines are entirely 
separable . If 11e are getting in trouble b;r anything he 
is doing, you can do it . 

H.M.JR: It is all right? I mean, you don't object 
if I do this? 

J.:R . ACHESQI; : No. 

H.M. JR: I mean, it is a perfectly proper thi:t~? 

!.Ia. ACHESON: Surely. 

H . 1!. JR : Oscar ? 

Lffi COX· I see no objection to the.~ . Ltr only o~her 
• f . 11 them 1 s I would hke to pre sen 

point be ore you ca I think the whole statement 
the other problem, because · 
ought to be held up. 

226 
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H.M.JR: That is somethi ng else again. 

1\hy don't I do this : Let me call up - is it Sir 
Mnald Campbell? - and simply say that . we are ltleeting 
here , and would he hold himself in readiness , that I 
have something very important and may \\ant him t o come 
over . 

IAk. DF.:NllY: The Ambassador is here. 

1.!.11. STETTlNIUS : The British yes terday empnasized 
some hocus-pocus on us of the fact that they could not 
divulge t~ anybody in the United States anything that 
was in Sir Kingsley Wood's statement before he started 
to read it, and that •e were pledged to secrecy. 

Now, nave we heard about the refe1•ence to raw 
materials in his statement other than the aecret document 
that you saw? 

Mit. DENBY: No , u nave not . 

!.!}(, STETTINIUS: Therefore, we can't know about it. 

llli. DENBY : Except that Harri man informed us . 
Harriman informed us. 

MK. BE&~STEIN : It says thtire wi ll be a stntemen t -
a white paper. The Secretary could very ~ell say to 
Lord Halifax t hat he hopes t his white paper will not 
cover the question of raw materials. 

H.M. JR: Now, wait a minute. After all , we are 
either in the official family or we are not . De~n Acheson 
represents the Secretary of State , and I am the ~ecretary 
of the Treasury. I think it is ridiculous that you, 
aa Lend-Lease A~inistrator, should know something that 
i can ' t know. I am talking in the room - I wean tor.ards 

t he British. 

!JR. STETTINIUS: I am not saying that. 
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H.M.JR: I mean, anything that Halifax knows, 
Kingoley Wood knows, and vice verea. 

MR. STETTINIUS: Do you want to make this clear? 

MR. DENBY : Mr. Secretary, I think that what Mr. 
Stettinius meant was this : There is the very strict rule 
about revealing anything or indicating anything tl:.at will 
ba in the v.hite paper . Despite that rule, entirely in­
confidence, they indicated to us tha t the reference to 
raw a~Aterials v.ould be in the white paper. 

Now, ~r . Stettinius raised the question whetner we 
\IOuld be putting them in an embarrassing position by 
indi cating that we do know it will be in. My answer to 
that is that ?.holly Yiithout reference to anything th·e 
Dt•itish told us , Harriman in the cable told us that 
the announcement would include raw materials . 

H.M.JR: If you don' t mind my saying this , ~ou are 
splitting hairs . Are 1ou a l awyer? 

Mlt. DEN BY : I am a l awyer . 

H.M.JR: With Cox? 

Wt. DENBY : I have given up the law, l.!r . Secretary, 
like Dean, here . 

H.M. JR: As a farmer , I think you are spl itting 
straws. (Laughter) 

lOt . STr:TTINIUS: I just unted to b1•lng it out · 

1!.1\.JR: But to make him happ~ , if he. has gi v~n his 
v1ord, you have gotten it from Har r1man beSldes. W1ll 
you sleep all right tonit ht? (Laughter) 

MR. DENBY: I will sleep, I hope . 

~R. STETTINIUS: I am satisfied. 
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H.!J. JR: Before I call, you may want the v;hole 
thing held up. 

l..tR. DENBY: May I make another statement that may 
throw some light on this? Sir Davi d Waley and Opie 
indicated in our discussions last night a further point 
which bears directly on this question . 

ll .!.l. JR: Oscar? 

14R. OOX: I rcant to be a devil' a advocate for a 
minute in terms of the American political scene . In 
the f i rst place, the total figure is six hundred ninety­
seven million rendered by the U.K. to the United States . 

H.I.I . JR: Say it again. 

l.tk. COX: Six hundred ninety-seven million of Reverse 
Lend-Lease rendered by the U.K. to the U.S. Of that 
figure , t wo hundred seventy-four million is in airports , 
barracks , hospitals, and other capital installations in 
the United Kingdom. 

H.U.JR: Which they keep? 

MR. OOX: Yes, which is over forty percent of the 
figure. ~ don ' t know yet whether t ha t is the capital 
value, the use value, or some other value. \\e uave 
al ready bad enough earmarks that people ~ill attac~ you 
on that basis saying that if it is capital value, tha t 
shouldn • t be included. · 

Secondly, these things at•e built right in Lngland 
to help defend Engl and, as well as to serve the Amer~can 
national interest . You would have to compare that w1th 
ove r four and a half billion of di rect Lend-Lease aid 
which has been supplied . 

And the other attack which I think would be made is 
that here, af ter two years, if you e xclud~ the ~ao~tal _ 
stuff - they have supplied about four hunored m1ll1on_ool­
lars of Re verse Lend-Lease aid, and you tend t o ~ork 1t out 
on a debt basi s - that is , we have supplied under fi ve bil­
lion and the1 have supplied some fou r hundred million. 
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Now, I think there is still an awful lot of education 
to be done before you get into that kind of a thing. If 
the raw material thing is properly handled, I think it 
ought to be handled_ as a separate release, in wnich you 
make the central po1nt that each is contributing as much 
as it reasonably can by exchanging vital war supplies 
1•.l t hout the payment of cash. Then you may have to t ake 
the next step in educating the American public, the nay­
men t for guns and tanks and that sort of thine; . 'Ib~ 
fi rst tbint the headlines •ould pick u~ would be the 
figu res . All the explanation of them 1s too hard to ~et 
8Cl"O SS . The figures would be "U. :s. supplies four billion 
six, Briti sh supgly six hundred ninety-seven million for 
t he same period. Then the criticism as to what you 
included. 

H.M. JR: Now--

t.u,. COl\ : J.cy only point is , I think - which will make 
out a strong case - is_that this is untimely in te rms 
of the Ame rican scene, quite aside from v.nat the British 
judgment is . 

H.M. JR: InasmuCh ~s this is public relat ions, that 
i s Smith ' s field. \\hat do you t hink, t"red? 

UR. SUITH: I agree a hundred percent with vscar. I 
really do. I think this potenti ally is one of tne v.o;s t 
mistakes Great Britain can make, eoing way back to this 
presenting the white paper in the first pl~ce, because 
wnat they are doing - • .-r.en the American ed1tors start to 
editorialize, they will start wiln tnis t~ing suddenly 
appearing which begins to l ook as thou~h ma¥be ~ngland 
is trying to get out fran under a litt~e bi ~ · arxl that 
they are trying to balance the books w1th SlX hundred , 
million dollars' worth of goods and four b~!!ion _ dollars 
worth of philosophy - whlch .is the saJAe thlng thJS does. 
I don ' t think it will go down very well . 

If you have got to preseat the figures, I should 
think that there ?:ould be so:ne little lesa spectac~!ar 
way of getting the figures out, and I don ' t - I t h1nk 
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tl1at tnia par ticul ar release tries so nard to sell llhat 
Great ll ritain has do ne - what the United Kingdom has 
done - that it unsells. I t just asks for t rouble. You 
say they contributed so many million dollars• wo r th 
of something, but they fought for eighteen mon ths , and 
evel'Y now and then you put do'llll something that isn't 
very strong and you follow it up with t~o paragraphs 
of philosophy. 

Now, in all probability some of that kind of thing 
may creep into this mite paper, and if it does we are 
~oing to have another situation here similar to the one 
that we had when Churchill got on the air and said, 
'At last I have sucked the Americana in . • 

I think i t is dangerous . I think it is very 
dangerous . 

MR. STETTINIUS: Of course this should be said, 
that I think most of us have been a little bit misled, 
feeling that the figures we re two or three times what 
Oscar and I both have been thinking, in terms of about 
two and a half billion dollars rather than under a billion . 

Is that it, Oscar? 

WL~. COX: Except I was al~ays skeptical of that . 
I never thought they would run that high . 

M!t. S'TETTINIUS: We have been led to believe 
they were that . Now, these figures are only forty per­
cent of th&t . 

Mrt. REED: Of course the llritish Government ha~ 
been definitely opposed to ooing nnythins of this klnd 
right along. 

MR. COX: They see the same problem we see, that the 
first tendency when you have the first figure - the dollar 
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figu re - is that people tend to acquain t them - particularly 
where they are so small in relationship to what nas been 
don~ under Lend- Lease - 11ith the items of controversy in 
add1tion. Then you have to be long-winded in trying to 
defend it . 

My O\\D judgment is that that is not tt.e way to 
educate the American people as to ~.bat the proble;n is . 

H.l.l . JR: Ed, for v.hatever it is worth, Ill¥ recoiliJienda­
lion is tnat the Administration ask $ir Kingsley i ood to 
bold up his whi te paper and not release it until ~e have 
time to turn around. 

~ln. STETTINIUS: On both sub jects? 

H.M.JR: On the whole business . 

Mlt. HEED: I agree. 

H.M. JR: Dean hasn't said anything. 

MR. ACHESON : I am a little worried about the first 
tllil]g because you have pressed him so hard to. do tnis. 
!lo,,, ~ha t you ere \\orried about is that tr.e flgures ere 
smaller than you hoped they \\e re ~oing to be, and nobody 
can do anything about t ha t . 'fue figures nave got to 
stay tna t way. If he makes the stale~ent , ~d you aon ' t 
put out anything about i t --

J.!R. STETTINIUS: We don ' t comment at all·: 

Mh. ACHESON : You have to do i t sooner or later. 

H.M. Jlt: Even though you press them, and we . fin~ w~ten 
v.e g~t th~m the t for the r.hole war effort - I th1nk 1 t l S 

a mliJor blunder. 
I em perfectly willing to say to Hal ifax.- or say 

it in your (Stett inius' ) company - I don ' t tu1nk I should 
say it alone--

Mk. REED: You ere clear tha t this ~st be done some­
time ~ithin the ne xt three or four months• 
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Mil. STETTINIUS: I am sure that in the autwnn 
Denn and we are going t o be pressed by the Foreign Affaire 
Com.nittee, and the Foreign Relations (.olmli ttee, and the 
Appropriat~ ons CoJlllllittee to explai n the value of Reverse 
Lend- Lease. Sometime we are going to have to meet t hat 
there i s no question about that . ' 

lffi. ~ED: So the only real ques tion is whether in 
the interim - certainly the figu res won' t grow to a point 
where t hey will change - you will hue to !1ave education 
and changing the presentation to make it worth while--

~. STETTINIUS: Mr . Bernstein and Jscar have raised 
enough questions in this meeting t o convince me, Henry, 
that i f Dean would agree that we should take more t ime 
and be sure of our whole plan here - unless you think 
it ~ould have a bad effect on the Bri tish--

l4R. ACHESON : No, I certainly am not going to i nter­
pose any ob j ection. I just do want you to be sure that 
you see where you are getting off, You have urged the 
B1•i tish to give out t hese figures and the l:lriti sb have 
now gotten the figures toge t her. They plau to give t hem 
out, and you then ask them not t o give them out . 

Now, later on are you going to ask them to give them 
out? It ia going to be hard to get--

H.Ioi . JR: Could I ansr.er that? Knor.ing T.hat the 
figures are, there are enough good pubiic relations peopie 
around who could begin to prepare the ground, but to get 
this thing as a shock - I mean, you coUld begin to tak e a 
month or two to prepare the thing, and so forth and so on, 
but this way you have no time. 

MR. STETTINIUS: No time at u.U . · 

MR. ACHESON : Do you t hink i t wiil be a shock, o: 
will people be surpri sed that it is as much as a bi!l1on 
do l.Lara? 

H.J.I . JR: No. 
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MR. ACHESON : I think moat people think we are no t 
~etting anything. 

I!.M.JR: I think it is a shock . I think t here are 
so many things - you haven't got time to t urn around. 
J.!y hands will be tied. I have either got to knock it 
do~n tomorrow, and if I do that , burt it - and it hurts -
I mean, after all, t he fact that the Administration bas 
been tuming them, that is an internal matter. The 
~tters you have been pressing - that is internal, but 
t ile minute you pop this thing, then the whole y;orld 
knows it. Then Halifax comes bac.< and says , "I have 
gi ven ~ou what you want, now ~ive me the silver for 
India . I can ' t give it to him. 

I.IR. BERN !:>'TEIN : The liri tish may be grateful , Air. 
Secretary, if v1e t ell them not to iasue the paper . 'fhey 
don 't want to issue it - are only issuing it under 
pressur e. 

H.M"TR: Would this hurt your relationships in 
London? 

Uk. REED : I think we ought to inquire - see how 
far they have gotten, and see how serious it would be to 
call it off now. I think it is clear t oe raw materials 
should be eliminated. That leaves t ne secondary question 
of whether the balance should be presented - we have been 
pressing t hat , not they. I f it hasn ' t gotten so far 
that it is embarrassing, we should delay it. 

MR. STETTINIUS: :iy judgment is the raw mate~ials 
thing ought to come out ; also that we are disappo1nted 
in t!ie f igures that we feel we must have a little more 
time to educat~ the Congress on this whole issue. Tbe~ 
sometime in November, perhaps, I could go up and explun 
the situation before the Foreign Affairs Committee, 'Rho 
have really been agitating the thing, and then work out 
some arrangement at that time that would be much more 
satisfactory than this arrangement . 

H.loi . Jrt: All right ? 
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MR. ACHESON : Yes. 

J,ut . DalBY : I think that if the whole statement can 
be stopped , all right, but if the statement can ' t be 
stopped I think a statement such as this, with .suitable 
editorial change, should be made . I think we have been 
pretty clearly committed - that we have pressed for i t -
and that y;e have stated that we 11ould simult8Jieously 
make a stat ement. 

MR. STETTIN IUS: Why wouldn 't it be perfectly ade­
quate for us to make our st atement in the P1·esident' s 
report to Congress on August 25 - we have a special 
section on heverse Lend-Lease - and not make any state­
ment now, but hold the ihole thing for the next Congression­
al report? 

MR. ACHESON : I think that is what you should do, in 
any event . I woul d not make this press release a t all . 

H.M .J k: No matter what they do? 

MR. ACHESON : No mat ter wha t happens. 

MR. DENBY: You can' t do that unless Commons i s in 
session. They won't present it any other way - at least 
they have indicated so far they won ' t . 

!JR. STETTDiiUS: Our August repo1•t goes to press 
on the 25th - the President 's report to Congress on the 
25th. 

H.M.J R: Has it jelled with you? Is your mind clear? 

MR. STETTIN IUS : Yes. Charlie, I am--

Mk. COX : All Charlie is ta lking about is if the 
whol e statement isn't killed--

M}(. STETTINIUS: You are in favor of the whole 
statement being delayed? 
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MR. DENBY: I am delight ed wi th that if it can be 
stopped. I f it cannot be stopped, I think we have to 
issue an expl anatory stat ement. 

H.M. JH: It can be s topped, I am sure , 

Mit. STETTINIUS: I think we are al l unanimous on that, 
J r . Secretary, as far as our fel lows--

H.M. JR: Do you wL~t me to call up Halifa~? 

J.IR. STETTilliUS: Yes, and you and !;ean and I have a 
chat with Halifax and ask hi= to nhone London • • 

H.M. JR: And ask hi.m to co=e right do~n . 

I don 't think that if we are going to ask them to 
kill the wnole thing that we shoul d go i nto details 
about why we don't like the r av. materisl s , at this time. 

MIL STETTINIUS: No. 

H.M IR· Ro it on an over-all thing, and we can take 
up wnat wT""ll. Oll'' t like on the raw materials - we can take 

t uat up at a lower level, don 't ~ou think so? 

lUI:. .t.CHESJN : Yes. I suppose the trouble v.i t b the 
raw materials thing, aside frum the point of limiting it , 
is that you wouldn't want the= to pay in sterling to the 
Do=inions for the Dominions ' contribut ion. 

Mil. BERifSTEIN : I t would be one wa7 of assuring 
you coul d get i t more easi l y f rom the Dominions . 

MISS KISTLER: That is a quest ion 11e really dido' t 
consi der. 1hat is why i t is unsati sfactory. There are 
only two points whi ch make the raw mater ials thing un­
satisfac tory f rom the Treasury point of view. One i s 
this l i mi tation on the number of items wnich can go i nto 
it . That is a matt er for negotiation. Tuere are three 
noints The second one i s the October f i rst, and t he 
third is that they have tol d us t o go and talk with t he 
Domini ons . 
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Now, you would expect t hem to take care of the 
Domlniona. If the Dom~n~ona have to have p~y, they ge t 
sterling. Now, the Br1 hsh are go in~ to po1nt out, of 
course, that they are ge t ting tremenoous balances. 
They don't llant to do that. 'That is the area of &l'gument . 
I think it is too soon to decide it overnight . 

237 

H.J.I . JR: You can't do it . ':.e sent the.m the first 
letter Uay 27. I am supposed to turn around - here it is 
.. ednesday - twenty- four hours . I know ray mind, but I .• ., 
can't ge t at them. I tQink they knew perfectly we l l what 
they 'ilere doing llhen they were trying to rush us . 

ldlt. l>"rt:TTIJHUS : l!r . Secretarf, 1 t r.ink in reaching 
a decision on the number one - of the value - I think 
t hat we should ask for pos tponement on tLat because I 
still feel we are going to hllve to as soon as we can 
/,ave more time to leisurely work thi'<>Uj:h this probl em. 
Then in September or October 11e are go1ng to want to ask 
the British to make public the value of their aid to us . 

H.M. JR: Oh, I think that you are on IJIUCh safer 
ground if you let the American public know v.hat the facts 
a1•e , but I think you should have time t o ca~efully c~n­
sider boll you are going to educate the ~~er1can pub!1c, 
too. 

l!it. STETTilHUS: On all angles. 

H. !.I. JR: I thillk you need time to get sto1•ies out. 
You can see feature writers, you know - get ou t a care­
f ul ly prepared campaign on the thing. i mean, l ook at 
t he good job you did on the Hill . I don' t know bow lon~ 
it took you to get ready before you went up there , but 1t 
must have taken you weeks . 

Mit. STETTINIUS : About three months , day and night. 

ll.M. JR: The1•e you are. Jlnd tltis thing needs , l 
tldnk, certainly a week or tv.o to prepare . 
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l!R. STETTINIUS: As a matter of fact, Dean Acheson's 
brother, Ted Acheson, has been in London for the past 
several weeks for us, and ~hen he gets back he will be 
able to gi ve us a tremendous lift as to how to handl e 
tho situation. 

(The Secretary held a telephone conversation with 
Lord Halifax, as follows: ) 
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f!HJr: 

O:lere tor : 

!!I!Jr: 

Coerator: 

HMJr: 

Ooerstor: 

~HJr: 

o.,erator: 

HHJr: 

Cpera tor: 

iiHJr: 

Lord 
Hellfax: 

HY.Jr: 

• H: 

!il!Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HHJr: 

I--

AU8\18t 4, 194}. 239 
4:26 j).lll. 

Hello. 

Lord Relifax has been with Secretary Hull but they 
think he ie on hie way baok to the Embassy now and 
should be there any minute . 

Well , oall up Secretary Hull' a oftioe and eee if he 
hae left there. 

All right. 

'Aill you do tha tt 

Xea, air. 

Hello. 

Lor d Halit'ax. 

Thank you. 

Go ahead. 

Hello. 

Hello . 

Y.o rgenthau epeaking. 

How are yout 

Fine. How are yout 

11:}3 p.m. 

I'm well. I Just got baok th11 morning •... 

So I heard. 

.... from my tour. How 1e - what newe of your w1fet 

She ' a been home t or A week and getting a.long fine. 

Oh, ehe got home. 

X ea. 
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l!l!Jr: 

li : 

!!).!Jr : 

H: 

!lY.Jr: 

H: 

HY.Jr: 

H: 

l! : 

i!MJr : 

H: 

HMJr: 

!l : 

!!MJr: 

?i : 

f!!.!Jr: 

H: 

f!!.!Jr : 

H: 

HY.Jr: 

H: 
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Wall, that 's very good . 

'lea, I mean • . . • 

Oh, tha t's awfully good . 

Yea , it'e rine. 

Well ...• 

Mr. Ambassador, Dean Acheaon and Ed Stettinius are 
here 1n my office nov .... 

X ea. 

.• .. and the three or ua are very a nxi!)UI to see you 
on something that needa •••. 

Yeah. 

••.• talk i ng about right away. 

Yeah. 

Would it be a• all convenient for you to come to the 
Tr easury? I t ' s quite urgent. 

Yea, or cour se, I will. You want me to come r i ght 
a way? 

Rl.gb t away. 

Xee, I will. 

I'd appreciate it. 

I will as soon as I can. I' l l hope to be down with 
you i f I can get hold ~r a car ouick, ln about twenty 
mtnu tea. 

Thank you very much. 

Will that be ·an r ight. 

Uh _ whenever- we' ll just be eitting here wai t i ng 
ror you. 

I 111 oome as eoon a a I can m&ke i t. 

Thank you eo much. 

All right . 
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(Mr. Stettinius, !.!r. Acheson, Mr. Reed, Ml'. Denby, 
and Mr. Cox !eft the conference . ) 

ti . II . JR': Did you ever hear any mo1•e bunk - that this 
fellow couldn't tell me anything? 

Anyway, what isn 't clear in my mind - ~hat have 
they offered to do in the way of raw materials? 

YlSS KISTLER: They have offered to supply us the 
raw materials which the United States Government will 
procure in the United Kiqpom, Southern Rhodesia, and 
the Crown Colonies on contracts wr.icn Y.ould be signed 
after October one, and tnat would amoun t , on the basis 
of--

H .~ . JR : That would be only on new contracts? 

MISS KISTLER: That is right . That is t he limita­
tion . 

H.M. JR: Any contracts now run~ing Muld run for 
tt.ei r life? 

MIS~ KISTLlh: That is right . And I y.as told yester­
day i t ~ould not be unusual fo r half of them to run 
through 1944. 

I:! .M. JR: I haven't bad tiJite to get this . 

MISS KISTLER: So that the aggregate of our p~rcbases 
i n the U.K. and Crown Colonies and Southern hhodes1~ for 
tnis fiscal year is seventy million, but of course 1t 
doesn't mean, because of the October 1 limitati on , that 
we 'l.ould procure anytning like tt.at under that program . 

Mlt. BEhNSTEIN : More like twenty million we would tet 
beoauae a quarter of the year bas gone by. Hal f of t~a , 
probably, at least, would not be covered . 
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a~ it was, say, a year ago . So you may 1~n into 
dl i£ioultie s . 

H.M. Jk: I want to put this in the record. 

Mr. Acoeson said t? me here , he said, "I just want 
you to know I talked thl8 over with Mr . Hull before I 
came over, and Mr. Hull is in favor of giving these 
figures out . n 

He said, ''Of course , if you people feel otlerwise, 
he ~on ' t object. " 

Then I said, "Do you unt to call hi111 back on this?" 

He said, "No , tha t is not necessary, but I wanted 
to le t you know how M.1· . Hu.Ll felt . " 

I said, "Did he 'know all these new happenings '1" He 
said that he didn't . 

This llas been wha t Harriman - tLey have been tl'ying 
to drive this tili ng thr ough, and it is so obvi ous - I 
meen, the English ~aited for t he last minute - they Knew 
v.e •.1ou1dn 1 t be satisfied - then they say, "At six o' cl ock 
t oollorro• the Chancellor is going t o give it , • so u 
wouldn ' t have a chance to turn a round . It is a stupid 
tLing; it is worthy of Harriman, Y.bO I thlnk is a ve ry 
stupid person . 

I told you it woul d be inter esting. 

MRS. KLOTZ: Yes . 

MR. SMITH : Yes. 

H.!A. Jli: ';;ould you believe we \',o~ld be so dumb? The 
interesting tiling - just to pbllosophuo a minute - when 
I fi rst sta r ted deali ng wi t b the l:.nglish - wllen r. dealt . . 
T.itll them the President a1wa1s said, "~memb01• , Henry, lf 
you throw a s tick at an i:.n6l uhman he , wl ll ca~cll ~..a- , 
th i rds of it and leave you one-third. t!e sud, ~~ap 
remember that . On any bargain be will take t~o-tb1rds. " 
Tbat ~as in tbe earl y days . 
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MR. BEilN~TEIN : Nov1 they are taking three-fourths, 
Mr . :>eoretary. 

MR. SMITH: They at•e taking futures, if you ask me . 

H.M. JR: The thing, also, I don't understand is 
this difference between a public contract and a private 
contract . I mean, how does that affect us? 

lllSS KISTLER: When we were deliberating we thou6ht 
3~me material now being.procured by private i.mporters 
m1ght be amenable to this program ar~ the Government, in­
stead, m.ight--

i! .ll.JR : What do you mean? iibat does that mean? 

~ISS KISTLER: Well, it might be put under this 
pt•og ram, 1 mean, instead of private importers buying, 
the U. :> . Government would step in and do the procuring 
in i'ot•eign governments, and the one item we had thouzht of 
vas the Australian wool , or the material which t he Brl tish 
Government was buying from the uominiona - sol d in the 
Dominions - and it would be very easy fo r the U.S. Go vern­
men t to purchase a year's supply fa•om lhe British ~.>oveJ•n ­
ment rather tnan the private importers going into the 
market . 

II .M.JH: Let's use 11001. I still don ' t understand it. 
Wha t is the situation? 

mss KISTLER: The British say l ney v.ill lim.it the 
program to t hese estimates which Slettinius gave me, which 
covered only public purcnases for t t.e fiscal year 1944. 

ll . M.JR: Public? 

MISS KIS'l;LER: And no new additions ':o~l~ be made. of 
auy sianificance. Therefore, that v.ould eluunate add1ng 
anyth i ng wh ich is now coming in on private account . 

H. M. JR: Does wool come in private account? 

MISS KISTLF.R: Yes . 
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H.U. JR: That I can ' t understand. I thought Jesse 
Jones- -

MISS KISTLEk: _No, that was a stockpile , but so 
far as wool coming 1n for current use--

H.M.JR : That is excluded? 

MISS KISTLEk: Yes. 

H. M. JR: That ~ould be excluded under this arrange­
ment? 

!.!ISS KISTLE!t: Yes. 

H.M. JR: I was under the impression we had bought 
the wool crop, or rathe r t l,a t Eneland - I tnought r.n~;land 
bought it - or .,.as it Australia? 

MISS KISTLER: Britain is buying the surplus crop -
export wool - in South Africa. 

H.M. JR: V.by is that public buying? 

MISS KISTLER: It is Britisn publ ic buying, but 
~hen imported to the United States it is private buyers . 

H . l~. JR: So that is excluded? 

MISS KISTLlR: Yes. 

~U{. SMITH : Public selling and priva~e buying i s. 
what it amounts to, as !ll&inst public buy1ng and publ1c 
selling . 

H.A\. JR: That is the only thing I neve~ quite go 
along on with Wallace. He was always press1ng for t~e 
private imnorte r , on everything, and his l'lhole orge.nlZa­
lion was shot fu ll of importers . Lid you know that? 

~ISS KISTLER: Yes, they cons ider - the export 
trade is their baby. 
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H.!L JR: The whole orgnnization is filled with those 
people - do!lar a year. He was always looking after 
them. Isn ' t that right? · 

MI~S KISTLElt: Yes. 

H .~I.JR: V.hat have I overlooked? 

UR. BERNSTEIN : Nothing, but I wanted to emphasize 
this point in t rAt connection, that they have tied this 
u~ in such a way by excluding private purchases that 
it turns out we get almost nothing from t he arrangement 
they propose, even if we undertake to tl"'1 it. ,\e have 
snut off tne avenue of correcting it . 

'He can't say,'There isn't enough r,ublic purchases ; 
let ' s bring in some private business. ' They have cut us 
off completely. 

I!.M. JR: You will have to repeat 
fellows have lived with it - you"huve 
day, and I haven't. 

Have I overloo~ed anything? 

it again . You 
lived with it each 

MR. BEHNSTEIN: I was emphasizi ng lhe limi tation ­
bow strong it is - thet they have out in t.here . St~tt~ius 
presented a list containing less than two hundred ~ll1on 
dollars of raw materials purchased, and ail by publiC 
contract through the United ~tates Governnent. They have 
set all kinds of limitations on it . 

Now, it may be that , actually, ~e ~auld only get 
some twenty-five or thir ty million at the most from tne 
part t he llriti sh have agreed to provide . And the~ the~ 
have said, mind you, "We v.on' t let you add. any maJor f.tems 
and t ransfer anything from private to publ1? account, so 
we couldn ' t even correct it if the whole tlung tunl ed out 
to be a disappointment. 

H.l!.JR: When we get throut;b and they say, "All :i.gbt" -
they killed this steteoent - who is going to trade th1s 
tning with tbe ~glisb on the raw material? I nad better 
do tnis IIIJ'self. 

.•-
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MISS KISTLER: It seems to me the bail was pretty 
weU taken out of our hands after we w1•o te the letter. 

Mll. BEfdiSTEIN : May be given back to us by stopping 
the statement. 

H.M. JR: Who took it out of our nande? 

MISS KISTLER: State Department - Lend-Lease apoarently 
held discussions ~ith the Brltish. We weren't informed 
until afterwards. Our letter wasn ' t replied to - merely 
formal statements given ·to the ~tate Department . 

Uk. BEkMSTEIN : waley did send this direct ly to the 
Secretary. 

H.M, JR: Acheson is sick over thi s . 

But Cox put his fi nger on this ; he is a smart boy. 
He hasn't agreed to it yet, but I think--

MRS. KLOTZ : It seems the obvious thing to do . It 
wi l l always be difficult to give those figures out . 

loiR. SMITH : I think thia thing is sufficiently im­
portant that any white paper - any announcement of the 
figu res made in Great Britain should be sent over here 
ahead of time and the whole approach ought to be treated 
from here because we are important. 

MISS KISTLER: Isn't it significant that they are 
issuing a white paper? Previously ~ben they ~anted to 
make a statement to Parliament they have always informed 
us that it was merely a statement being issued to Parlia­
ment . If the white paper isn ' t wri t ten and i n final form, 
why wasn ' t that procedure followed tltis time? 

H.M. JR: Sir Kingsley Wood always before he bas m~de 
a statement he always submitted it t o us . The answer 18 
if he has the nerve. This wasn't Treasury to Treasury . 
This was State Department to Foreign Offioe, Briti sh 
Treaaury. 

• • • 
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AU)nlst 4 , 1943 

I explained t o Hali f ax that I thoueht for the 
Chancellor to r et out this White Paper tomorrow the 
reaction in this country would be moat unfavorable. 
Stettinius and Acheson asked me t o put it on the basis 
that we did not have t ime to tel k with them about rn 
materials and ask them t o hold it up on that basis , 
but instead of that I put it this way: i t we could 
~et l oFether on the raw materials , that would greatly 
strengthen the statement on Lend -l~ase in Reverse and 
that the figures on Lend-Lease in Reverse needed streng­
then in g . 

Halifax was very unders tanding and go t the thing 
very quickly. After he brought Sir David Waley in, 
Waley immediately took the position that it was impos­
sible ; that this was a matter for the Chancell or to 
settle ; that it was a matter between him and his Parlia­
ment ; the matter had gone too far and he could not retract. 
He intr oduced bia remarks by saying, "Did I mind his being 
blunt ?" and I said no, that I would be equally blunt; 
that I dhar,reed wi th him and it was a matter of the 
Uni ted Nations and tha t he should not do it any more 
than I would make a statement about aid to England without 
fi rs t ~ti v ing ample time to the Chancellor to let me know 
if he liked it . 

We 11 , we talked and tal ked and talked. I fin ally 
said , "Well, if you don't mind my saying, I wish you would 
no t be so defeatist and think about a way to do it rather 
ttan not do it ." 

Waley went to get his hat and while he was out of 
the t•oom the Ambassador turned to me and said, "You. c~r­
tai nly gave the shock of their l ife today t o the Br1llsh 
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Treasury." He said it wi th a laugh, the inference 
being that he was sympathetic with me and not with 
the attitude of the British Treasury. 

He said, Well, supposing we decide just to drop 
out raw mate rials, because it has gone t oo far how 
would I feel about it. I said that was the l~sser 
of two e vile , 

Then it turned out that this statecent of pub­
licity which Stettinius was to give tomorrow had been 
written by this l awyer Denby, Opie of the British 
Embeasy, and Sir David Waley, and Stett inius said to 
me aa he was leaving, "I just want to tell you, Henry, 
I never saw that statement until I was on my way over 
here . It ' s the damndes t stateoent I ever saw. I t 
was handed to me in the car coming over , " He said i t 
was a terr i ble statement . Well , my comment is, on an 
important statement l i ke that he should take time to 
read it . 

As they left, Stettiniua said, "V,hat do you think 
the British will do?" I said , "I think the chances are 
excellent they will drop the whol e thing." 

The Ambassador will cable, not telefhone . He told 
the story of how he was awakened at five n the morning 
when he was staying with Churchill by his secretary who 
said "I want you to know that Mr . Mussolini has gone 
into' Greece." He sai d, "What the hell can I do about 
it? I can't stop it. I told the daon fool never ~o 
bother me like that again . If it's a matter o: act1on, 
to interrupt me . If i t's a JMtter of infor•matlon, let 
it • it. " 

oOo-oOo 
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Proposal to Extend Reciprocal Aid to Cover u.s. Raw llater1al Iapcrta 
trom British Empire 

U. S. Request 

wr. White's letter - - ex­
Eenalon of reciprocal aid 
program to cover u.s. pur­
chaaea ot certain imports 
trom Sr. Empire ag gregating 
$200-$~00 million during 
tha ooming year . 

Mr . Sta ttin iuo• tabulation-­
apparently aubililtted 1D ac­
cordance with diaouos1ons 
held at the State Dept. with 
the Sri tiah --

U.S. ost1aated public pur­
chaao progr• tor' t1seal 
ye ar 19~~-1944 by areas 
u tollowo: 

( 1n millions) 

-11 . 11: . and crown 
ool on1ea ••• • 

I~ ••••••• • 
Austi'1111a • ••• • 
u. ot s. Africa 
New Zealand • • • 

'!he Sri tiah Proposal 

1. '!be 8r. Oov. will supply ao 
reciprocal aid raw materialo 
trom the U.K. , Southern Rhodesia 
and crown Colonies ( ee t.imated 
t or' current fiscal year at $70 
million) with the following 
l1m1 tatimu 

a . 'lba t the l1a t and valua­
tion aubmitted by Mr. Stettin­
iua repreaenta roughly tho 
ortoot ot what ia proposed 
and that no major item will 
bo added; 

b . '!bat the arrang.,.ont will 
not cover purchaaea made 
througn private channels; 

c . '!bat the arr&n6 ement will 
apply only to contracts which 
are made on or after Oc t . l , 
194~. 

2, The ar. Gov. will inform 
tho Dominion Oove mmen ts of ito 
de cia ion snd or its s eneral 
policy . 

~. 'lbe Br . Gov. will pay the 
coat ot ar. ebippins services 
tor tho materiala supplied under 
thia program trom all parts of 
the Con;menweal tb . 

COGDents on British Proposal 

la and lb. Aa we recall, it was not tho Co~ttee'c 
Eentlon to 11a1t the propoul to those co ... od1tiu and 
to tho,. quant1tlea now bein0 purchaood b)' th11 Oov . ; 1n 
tact, one poeoib1lity mentioned was tho placing of pur­
chasea or Australian wool, which 1a being imported on 
private account to tho amount ot $75-$100 million ~>Uilll~ 
under th1o arrana ement. 

lc . our information 1s that 1t would not bo unusual r~ 
liiit ot our public contracts in Br . Empire countriea to -
run througn 1944. Again , as wo remember, the Comml. ttoo • a 
hope waa that the arrangement worked ou t would prov14e 
tor tho ilalod1ate a ssumption by tho er1 tiah of our fin­
ancial obligatlooa on these contracts. 

2 . Various of the COIIloli ttoo members thoush t that Aua­
!ralia oould not be ul<od to suppl y uo with any more 
rooiprooal aid, Australia accounto tor $24 all lion ot 
tho total. 

General. the extcna1on ot reciprocal aid to cover ta~ 
porta !"roa1 81'. El:Dplre countries waa oDl ) one or 3 po• ­
oibilitios conoldorod by the Committee. tho othero aro; 
( a) Establishment of a otorlina "kitt)'" by tbe Dr . Oov. 
tor tha uae of tho U. S . Cov. to finance oxpond1 turea in 
tho Sterling Ar ea; (b) reduc tion in our aao1atance to 
Dr. by the exclusion from lend-lease of the loes eaoon­
t ial, more politicall y vulnerable goodo tor civilian uoe. 

It io eu agee ted that before a de cia ion is r eached con­
corning tha er . reply, tho tb1r(l poaeib1lit, be given 
careful oona1derat1on . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

bATt August 4 , 1943 

TO Seoretery f~orgenthau 

•RoM Mr. E. lJ . Bernstein 

SubJeot : Britain ' s Dollar Position 

On June 25, 1S~3 . the British Government held ~1,316 million 
o f gold end U. S. dollars. The i ncre8ee in bel ances held in the 
New ~ork Feders1 Reserve Bank since t hen indica t es t ha t curr ent 
holdings now amount t o about i l . 4 bi lli on. • • • 

Tb1a total o f ~1.4 bi l lion reoreaenta an increase o f $470 
mill i on aince the turn o f t he yea r . On t he baais or British 
estimates and in the absence of a ny del iberate measures to reverse 
t he current trend, these balances ere expected to rise 8 further 
$260 million b tbe close o f 1943 or to ~1 , 660 million. This would 
be $b60 million higher t han t he ,1 ,000 mi llion maximum decided uoon 
in J anuary as aporoprie te for this OovPrnment t o assist t he Bri t i sh 
Government t o mai nt a in. 

Since t his deci sion was r eeohed , t he British Government has 
r a ised the question whether i t i s approorie te t o count $263 mi lli on 
ot t he above assets as ava i lable. This is the sum of $216 mi llion 
of sterling balences which t he British Government reoorts carry 
soecitic r i ghts ot conver s i on i nt o gol d , a nd $47 mi l i ion o f regi s­
t ered sterling accounts which e re conve r t ible into dollars on demand, 
The Briti sh assert t hat t hese liabi lities ere a aoecifi c cla i m on 
$263 mi l l i on or gold and dol'Pre and muat be deducted from their 
current holdings to a rrive e t t he fi gure o f t heir available gold 
~nd dollar r eserve. 

The Interdep£rtmental Committee on the Doller Position of the 
United Nations agreed (1) to ~at~ne r eaching a deci si on on the 
treatment t o be accorded the gold end ~ollar demand liabilities o f 
Britein t o over seas countries end (2 ) t or t h$ tioe being t o l i mi t 
t he pr oposed reduct i on i n Brita in ' s uollar rece ip ts to an aoount 
sufficient to bring what t he British consider their available re­
serves down to t he $1 billion meximum. It wrs on t hi s bae1e that 
the Committee i n Uay decided t o ask Britain t or , 2oo-$300 million 
o f reoiproo~l a i d in the form of s tra tegi c materiels during the 
r emainder of t his year . At t hat time , t hi s seemed sufficient t o 
accomPlish the end in vi ew. 

The decisions or the I nte rdepartment al Committee were in­
coroora ted in 8 dr aft reoort t o the Presi dent which was circula ted 
to Commi t tee members f or- the i r comments e nd aooroval . Aft er the 
reoor t had been circulated, the Lend-Lt aee Administration su~gested 
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that the entire queation ot our pol i cy concerning Brita1n'e 
dollar balanoee be reopened and reexamined. However, independent 
ot thia opinion, Lend-Lease i s anxious to receive raw material 
1mnorta trom the British Empire as reciprocal ald. The Committee 
then 1natruoted the Treasury to send en e~loratory letter to 
Sir Frederick Ph1111ps informing him ot the Committee's .intentione 
and aak1ng him tor the views ot hie Government. 

Comments on the British reply submitted to t he state Depart­
ment : 

1. As we recall, it was not t he Committee 1 a 1.ntent1on to 
limit the propoeal, as the Brit1Ph have suggested in their reply, 
to t hose commodities and to those quantitiee now being purchaeed 

• by the u.s. Government; in tact , one posaibility mentioned wee 
the placing ot purchases ot Australian wool , wh1ch 1s being ! a.­
ported on priva te account to the amount ot f75-~100 million annually , 
under thie arrangement. 

2. Our information is that it would not be unusual tor hal t 
of our public contracts i n the British Empire countries to run 
t hrough 1944. Again , as we remember, t he Committee 's hope was t hat 
the arrangement worked out would permit t he British to take over 
our financial obligation on these oontraota 1mrned1ately and thus 
permit a reduction of $200-$300 million in Britain ' s dollar re­
ceipte <l u.ring t he next year. 

3· Various ot the Comm1ttee members thought that Auetralia 
could not be asked to supply us with any more reciprocal a1d, It 
Aus tralia is excluded tor th1s reason, th1s would reduce the pro­
gram by $24 million in a full year. 

4. The extension of rec1proc~l lend-lease orooedure to cover 
1moorts t rom the British Emoire countr1ee was only one of three 
ooea1bll1t1es agreed upon bv the Committee a& appropri.ate devicee 
tor reducing Britain's dollar reoe1ote by an amount sufficient to 
maintain her balances w1th1n the $600-il , OOO milli on range decided 
unon. The other two devices considered as f easible by the Com­
mittee ere: {e) estebl1ahment of a sterling "kitty• by the 
Br1tieh Government , tor the use ot the United States Government , 
to t'1nanoe e~endlturee 1n the Sterling A.reai· {b) reduction in our 
aes1et anoe to Britain by the exclusion tro~ end-lease ot the lese 
essential, more pol1t1celly vulnerable goods tor civil ian uee. 

It 1e suggested t hat betore a dso1aion i a reached concerning 
the British reply, the third possi b i lity be given caref ul considera­
tion. 
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'I'EIEGRJ\M SENT 

HEL PLAIN 

August 4, 1943 

U.S . URGENT 

AMEiHC,\N EMBASSY 

I.ONDO!l 

4705, fourth . 

Personal f or t rL Ambassador. 

Your 5044, Ausust 3, and 5065, 5066 August 4 , 

7 p . m. 

ThE 6hancEllor 1 s reply to Secretary tAor gcnthau 

was deli vcrtd in an a idE ,,,eil.oir£ i'rom the British 

Embassy hErE . In several rcspccts the reply doEs not 

meet Secretary Morganthau 1 s rcqucst and these matters 

he wishes to takE up further with thE Chancellor. 

Secretary Horscnthau learned only this afternoon that 

the Chancellor expected to announce bis proposed 

action on the raw materials qucation in his state ­

ment to Parliamen t tomorrow , 'Ih1s afte<noon Secre­

tary Mor g Enthau askEd Lord llal1fax, Sir Dnvid 1/alcy, 

Mr . St cttinius, and Assistant Secretary Acheson to 

mut with him. Lord Halifu. was requested to ask 

the Chanc ellor to postpone hia statement unti l Parlia­

ment meets again i n September for the folloui ng reasons. 

If the 

, ... 
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· 2·, #4705, August 4 1 to London. 

If th£ Chancellor announcEs his action on Stcrttary 

Morgcnthau 1 s r tquEst r tgarding raw mater ials on 

rtvtra£ ltnd lEast, Stcrttary Morgtnt hau will bE 

questioned about i t , which would oauat him great 

emba r r assment . Ht cannot say that tbt proposEd.action 

is satisfactory and bElievEs that public ~iscussion 

will greatly impEdE nEgotiations . Among tht matters 

which ht wishes to discuss art : the soopt of raw 

materials to bt covEred ; tht datE at which tht arrangt• 

mtnt gots in to tfftct; and tht arrangements regardi ng 

raw ma ttrials originating in thE Dominions , I t was 

also pointEd out to Lord Halifax that tht pu~lic rtac• 

t1on htrt to a n announcement rtgarding tigurts of Br1t1al. 
-::::--. 

revers£ ltnd least YIOuld b£ much improved if at Tile 

same tim£ an announcEmEnt could be madt on a solution 

of tht raw matErials matter agrteabl£ to both govern· 

menta. SincE tht lattEr is not at a stage whtr t this 

can bt done , it was hopEd tha t the entirE stattmtnt 

would bt postponed. In any event , Storetary Morgtnthau 

ftlt strongly tha t no sto'temtn t should bt mad£ on thE 

row matErials qutstion at this timr. 

Lord Hall tax 

•• • 
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-3-, W4705, August 41 to London , 

Lord Halifax agrE~d to convry thteE viEws urgEntly 

to thE ChancEllor. PlEasE inform Harriman from StEt -

tinius rtgard1ng thE abovE and tEll him that Phi rltp 

RtEd partio tpatEd io thE prEli minary discussion 

wlth SEcrEtary ~orgEnthau and approved of tht viEr-s 

abovE stattd. 

A- A:DA :ECP 
8/4/43 

HOLL 
(DA) 
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Paraphraae or t elegram received 

f'rom London 

llo. 5065, August 4, ? P. !l. 

~'roc Winant for Secretary l!orgontllau . 

"Pleaae reply tonight Whether you have received 

throut!t ioUhingt<ln !roo the Olancellor Of the ..)cehoquer 

a sa tJ.atactory answer as to whethlll" Ule ilri t.ioh >dll 

supply ua during the coming year with be tween 200 million 

and .)00 million dollars of raw materials in t he form of 

lond-leoae in reverse . 

I 
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D. W, ltll 

Seoretar,r IOrgeuthau 

It Colonel Pol17 go•• to Ital7, he alght 

WIDt to put thb JUJ1 OD hb 1\aff, 

266'-
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July 29, 1943. 

lo!EMORANDUM 

TO: Secretary Morgenthau 
FROM: Mr. Gaston 

Francia X. Dilucia, a former Narcotics Agent who 
has been for the last year a representative of o.s.s. 
in lladrid with the title of Financial Attache, i6 now 
here awaiting reassignment by O.S.S. It is probable 
he will be sent to Italy. DiLucia was formerly Treasury 
representative in Italy and thoroughly acquainted there. 
Harry Anslinger suggests that rather than permit him to 
go back as a representative of the o.s.s. it might be 
preferable to send him as Treasury representative. It 
is probable that by the time he could get over there the 
greater part of the Italian peninsula will be in our 
hands and we shall have a variety of Customs , Narcotics 
and other problema which are Treasury responsibilities. 
Harry baa had a talk wi th the Colonel in the War Depart­
ment who has most to do wi th the AMGOT or~anization and 
he believes that the ~ would be recept1ve to having 

267 

an experienced Italian- speaking man go over there as a 
representative of the Treasury Department to work in 
liaison with the military occupat1on authorities. Friction 
with the State Department was in the main responsible for 
Dilucia's removal !rom Madrid. I understand that he fur­
nished information of great mill tary value. I quote from 
a report made by DiLucia to Harry Anslinger dated Uay 13: 

"In~ report of April 27, 1943, under the 
sub-title 'Italy' , I referred to statements 
allegedly made by Badoglio that if he were to 
receive assurances from America that Italy would 
be assisted during her trying period immediately 
following an armistice, he would direct the 
Italian Army to revolt against Vusaolini ~nd.the 
Fascist Regime. Further reports from this ln­
former now indicate that Senlse, who , as you well 
know, succeeded Bocchini, is closely tied up wi th 

, 
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Badoglio ' s move. Senise resigned his post as 
Chief of Public Security, in the Ministry of 
the Interior, because, u he told Mussolini, he 
could no longer guarantee order in Italy. This 
Seniae-Badoglio combination has sent word, t hrough 
our informer , t hat in order to suocessfully start 
an uprising in Rome , the Allies must furnish an 
initial one million Swiss Francs for the under­
taking. Delivery and contact to be made in Bern, 
Switzerland. " 

I recommend that we consult the War Department for 
permission to send DiLucia to Italy as Treasury repre­
sentative attached to the government of occupation with 
a view to hia remaining as Treasury representative when 
and if the occupation government turns over authority to 
a purely Italian regime. I think we shall need someone 
there in his particular sphere of action even though you 
should later send one or more strictly financial repre­
sentatives. 

• 
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AUu 4o i:I4J 

l.ly dNr Ur . !'ieoretuy1 

I ref«r to 70ur letter of JulT 23, 1943 
( Eu 060C. 516/l08) reeardlne t he requeat of. the B&nk 
ol Poland for t he &aohtenoe of t hl.s GOTel'llll\tnt in 
briagi nc t o t hl a countr7 approxl~tcly a1xty- t ivo 
ton.a of r l d bolonal ntt to the !'olhh Conrnuent , now 
atored a ita.7ea, 5cegJJ. , )'r cnoh i.'"t A!r l oc. 

fhe TreaaU17 l a l.n tull ~ee;~nt with t he 
St ata Department t hn t it would be i n the intere&t of 
t he Ufti tod Statea t o havo the Pol ish s old brought t o 
t hi a COU!ltey • 

. It i .a 1\lbbC&ted t hAt the re~reaentatlvc of 
t he Bank of i'oland be inforc.d t hat thia GoTO rDMC.nt 
1a prepared to !t.oilitate the ahtpment of the Polish 
gol d to thla oountey a t t ha rl.alc and expen .. of t he 
PollGh Governaant, t ha ahi~t to bo made by naval 
veaael aubjeot t o t he approval of the Navy D• parbnent. 

There are ...ti!Q..prooedurn available tor the 
illport&tlon of tho l;olf'" pur • uant to tho Provlalo!!Al 
Re&ulationa i u ued under the Gol d !.OSCI'TO Act or l QM , 
a oopy of whloh 11 euclond. If tho Polioh GoveJ•JIWint 
d11i"a that t he gold 'bo aold to t he United !itlltes it 
maJ be imported under section 40 of t~e Prov: aional 
Re;::ulatlon.a and t ho requl rcunta of t hat notion abo ld 
'be o'ba'"ed. On the other twld, tr th e !'ollah Govorn­
Uilt d•lru t o hold t ho l\'Ol d i n this country, 1 t abould 
'ba plaoed IID4er IU'Mrk in an appropriate account at the 
Fedornl Reeei'YO Dank or liP York in the nao.t of the 
GOYern:unt or Poland or tl1a llanlc of ?olnnd. In thia 
ooDneotlon l.t abould be :1otod t hat ~he Sank o! rolo.nd 
111.lntaln.a an e&r.l&l'lted gold aooount 1'11 th tho Federal 
R11e"e Bank of lin Yor k in nhi ch t he col d 1n • ueatlon 

Pho t~ ?t inc~mlng end cony 
o f rPol y \ n Dlery . 

Fll• rP~urr.t<l t o : .r. !il'!l :e. 
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could be dep, ei ted. In t ho event tLAt t he gol d h 
to be held under earmark it abo ld be con• igned t o 
tho hderal Rntll'Te Bank of !It'll York ~1hl ch holds a 
Hoenu h nued by the ~ecrotL l'J' of t he 'l'rea$ury 
au~hortdng it to illport gol d to bo held under ear­
mark for foreign gOTe~enta and for eit n central bunks. 

The gold prucntl;y htld b)' t ho }'oderal 
Rtnrve Banlt of liew York for tllo l!o.nk of ?ol md io 
in an earmarktd gold account wbloh baa been oertifiod 
by the Secretary of St ate purauant to aection 25(b) 
ot t ho Federal ReaOl"Yc Act, an ~ended . The aoet 
recent oertifi cation of t h • account l a dated J~ 3, 
1943. It might be dcal rablo to t~llow a aiollar ?ro­
ceduro with r espect t o t\ e 'ol d in queation. 

~.inoerely yours, 

. ocrota17 of t '1e 7reo.~ury 

Yhe ilonnre.blo 

The ;.ecret cry of t o.t e. 

Kncloaure • 

.!l :ec 7/':.2/4.3 
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TREASURY D EPARTMENT 

PAOCUREMENT DIVIIION 

WASHINGTON 

August 4, 1943 

!ZJ~CAA!IDUl~ TO TilE SECRETARY: 

There is subnitted herewith the operati ng re ­
port of Lend- Lea se purchases for the week ended 
July 31, 1943 . 

1¥e have established a special group of in­
spec tors to survey t he condition of Lend-Lease 
supplies in warehouses end at the ports t o de ter­
mine whether action should be lnken to prevent 
de terioration . It is expected t hat the group 
will complete their survey t i1 is week of the North­
west Lend- Lease Narehouses and port stocks. Periodic 
sur veys vtill be made e.t all slorare points through­
out the country relative t o condition and such action 
taken as ~y be necessary . 

l.c[EV 

r of Procurement 
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t 
Allocations 

Purchase Authoriza-
tions (Requisitions) 

Requi siti ons Cl eared 
for Purchase 

Oblir at ions 
(Purchases) 

• •. 

LEND-Ll-'ASE 
TR!:ASIRY D:!Pt.hT~'ENT, PI\OCIIRE~:!ll,'T D!VlSlON 

STATE Ir.'T OF ALLCCATIOl;s , OBLJGA":'IONS ( PL'·.CHASES) Ju:D 
DELTV'Z1 n:s TO FOliEluN Gv~RNc,:EN~'S A1' U. S. PORTS 

AS OF J~LY 2~ , 1943 
(In 'i 1lions of Dollars) 

Total t. . " . Russia China 
Administrative · 

Ex2enses 
$3873 .8 ~1931.8 ~1557 .0 
(3803. 5) (193l.b) (1b~7 .0) 

;)103.4 $10.9 
(103. 4) (10.9) 

82942 .6 ::.1570.4 .;.l21ti .7 
(2910.2) (15bo. l ) (1190.3) 

'36.3 -
(sH.3l -

~2869 .6 $11>38 .2 Sll79 .5 
(2834 .5) (1523 .4) ( 1161.0) 

"38.2 -
( 38.2) -

:;;2774 . 7 · 1~06 .6 f 1108.9 
( 2713 . 7) ( 1467 .1 ) 1097 .0) f3B.2 f6 .8 

38.1) 6.8) 
Del i veries to foreign 
Governments at U. S. 

rll92. 2 r826 .0 :;.334.6 18.6 
h8 .s) 

-
Ports• 

1179.8) 822. 9) (325. 5) -
~U8liveries to ~orei~n yovernments at U. S. Ports do not include the 
tonnaee that is either in storage, "in- transit" storage, or in the 
uort area for .,,hi ch actual receipts have not been recei ved f rom the 
torei rn gover~•ents . 

:.:i scellaneous & 
Undistributed 

~270 .6 
(200 .4) 

t l17 .1 
115.4) 

$113. 5 
(111.8) 

$87.1 
(84 .5) 

$12.9 
(12.8) 

;:ote : f'in.res in parentneses are tllose sho:m on report of Jul;,· 2ti , 1\.43 . 
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t!r, Ted Oouble. 

The Geor etat'J, 

I wonder lt wn oan•t ~t be?k fro~ Bloll y no~ebod1 

H ke ~ntral Patton or enn General vontsonetT &nd t hen t>~Jt 

ao!.'le or t heee btc a\&41- t ha t will hol d f'lttJ t n one h'.1.11dred 

thoUIMd people and onl y ~ple that buy a 11100 bonlt O!lll l!<)t ln 

t o ooe t hn &nd hear thn t&llt. I don • t t 'l\nlt t 'l\ s \ ~ boyonil 

th~ ::ooalol ot po3e1b11U1• 'l'hll !IJ)Ge d 1'\t \lhl oh t hoy are ol..,.::.nlng 

up l'eeslna - 1 t look a to l!le that 1 t oul!ht t o bl' 1101 l out ot ~~~ 

wny And ve mi ght be ahle to get ~on,.bno\y 111-~t tl-nt f 1•enh f ron 

t l e bat~lo t ront. '1'1'1 aleo Oenel'!ll Doo11 ttlo. I v1nh 'ou voul d 

t •• l 1 t onr vl th your people nnd gl""' no your ra~~ot1on pronptlJ, 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATW: 

J.lr a. lloH\IC)l 

rrod Smith 

Auguot 4, 1943 

U•r• io tho tontatiTo itinerary or tho Storotary•a apoaking 

Olll>at•=-nto tor tho Third llf.r Loan. 

Soptaber 8 - Spooch at tho :"rollt ot tho 11hi t o Houoo . 

Soptollbor 12 - Sroadcaat on "'lo tho People• tra. Indopondonco !!all, 
Philadelphia, PonnoylTania. 

• Sopteaber 17 - Broadcut !'rom St . Lou1o . 

September 24 - Broadoaat troa Loo Anr;el01. 

• Thia cay be moved to September 16 in order to t~e over 
a "W&roh ot Time" Broadcaat. 
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AUG 4 1943 

Dear Ill'. Bta1npqa 

l' ••• oerta1nlJ no' our 1ntent1on to 
oonnJ the 1apreulon that the Allerloan Banltere 
ueoo1aUon bad drt .. d on our War F1nanoe 
o~laa,lon, !be part1ou1ar releaee J Ou reter 
•o ••• 0111 ba•lng to do eolelJ •1 th the goale 
&Ad the t~aa.•. !'hie h •hat wae •ant bJ tha 
• pal" an4 the "PI'Osr..- . 

It dld not ooour to 111 that anJ one would 
d1& baot lnto pre•loua releaa .. and auu• that 
" "" reterl'llla to the enUre War Flnanoe 
opereUon. 

We are •err eorrJ , howe•er, that 1t appear• 
' o JOU to be m1elead1ng, and I oan ae«Ure rou 
that the ••ate .. nt wlll not be repeated. 

Ill'. W. L. Bninpq 
Preeldea• 
!be A8erll&ll Banltera 

AIIOilaUon 
at. Loule, llt .. oul't. 

Slnoerelr, 
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W, L. HEMINGWAY 
~IU:etDIHT 

THI!: AMI!:RICAN BANKI!:RS A SSOCIATION 
o,-riCE. 0,. T ... C ~fltE81DCNT 

MCRCAHTI LE-COMMERC:C BANK ANO T"UST CO. 

ST. LOUIS, MI880URI 

July .)1, 1943 

Hon. P.enty Worgentbau, Jr. 
Secretary or the TrealllU')' 
Washington, D. C. 

Deer 11r. Secretary: 

•11 attention baa been celled to tbe Press 
release of July 22 containing the following s entence: 

•This goal and the Thi.rd llor Loan proeram was 
determined ~ Treasury officialu after receiv­
ing recommendations from chairmen or the State 
War Finance Co~~itteos , and officinla of the 
Federnl Reserve System and tho American Bankers 
Association." 

Thia appears to be misleading because it creates the 1mpres­
a1on thst the oJ:ficials of the American a.nkers Association 
have made rec""""ndationo eoncemina your new plan of organ­
izati on of the War Finance C.....ttteea. You did not seek our 
edvic• 011 that subject and none was pven. I bell..,e 1t will 
be .. 11 tor TOU to caution your p.~blici t;y IOI1ll not to repeat 
thia Ilia take. 

lie are bendina our efforts to esaist in 
the Third liar Loan Drive and sincerely hope thnt it will be 
a big success. 
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T REASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION -
DATil 

TO Secretary Morgenthau August ~. 19~3 

FRoM Fred Smith 

NBC has a radio progr8Jll called "For This 'Ne Fight" 

dealing with post-war problems. It i8 a round table 

operation, preceded by one or more a~eakers. 

IIBC would like you to heed up the proe;ram on the 

evening of September ~ . Toe topic being "Peace -- Promise 

or Menace. • The bro11doast .:ould deal with both human 

and financial problems under the general thesis on how 

1ve would translate victory 1nto a happy and prosperous 

peace . 

It i8 a good program wi th a good listening audience, 

and it is a good subJect. 

I t is my f eeling, however, that we haven 't enougb t!me 

to do a sood Job on lt and it comes a t a bad time -- Just 

tour days before launching the Third War Loan. I think 

Herbert f eels the same way. The man wants an answer today, 

and I promised I would take it up with you, which I am doing. 
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PAl'l'J' !IJIASP. OP 1'E:U:ORAJ.f R<:CP.IVED 

FROVa AmericAn ~bs~ey, Chunrkt n~. ChinA 

DATE : Au~At 4, 19•~. lO n,m, 

NO. ; 1"7~ 

. ' 

This 1e s ~ttrl ctly conrtdent\al m~II PP(te to the 
SecretAry or the Trea~ury r r om Mr. Adl er, rererrtn~ · to 
DenPrtment•s telnrr"'"" no. 967, JUly :>6 And no. 997, 
July ;,), • 

l , I notified ~r. r.ung Aooord1ng to 1netruot1onA 
vhen J env him yeeterdny. Pe WAP tekan bAck ot rtr~t 
11nd then erid thnt it wne too hod thnt Just nt the time 
vhen tho Vi nietry or f'tnn noe ,., A Phou t to renew the l9n 
~~~reement, AttAr ~repnrinR Aooot rto r ovt •1onA tor vour 
oons \derPt1on, Ae tton wns betnF tAken . ~A or Auv,uAt ?. 
I hnve Aubmttted my resty.nPt1on. 

2, After be1nr, tnf'ormed tho Ch~\rmAn of t he Roerd 
Ml~ thPt he Paeumed thAt r -oul~ nnrt\o\ p., t e 1n the 
work or l1qu\dAttn~ the RoArd. T told h\m thn t before 
r omPlly Afl'lleln~ to do 110 T would orerer your eoeetn c 
nuthor1 Mt1on . 

:5. r would ,..,orect" te knowln(l! 10bout when I vould be 
expscted to tAke tho trip to Ind\n. 

ATCPP:SOH 
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OPTEL No. 256 

OFFICE 
~!CRETARY Of TRfASURY 

NOT 10 BE RE-TRANS!<ITT(:I) I "2..' !:> 0 

OO HIG 5 Plol~ 
COPY 110. 

tUASIJRY OE.PARliWil 

Information received up to 7 A.U., Lth August, 1943. 

13 

MEDITERRANEAN. )lot/lot. One E-boat severely domagsd in an 

enga.gomont south of REGGIO between 3 N.T.B'a end 3 £-boats . 

l at. French naval authorities took over control of PHILLIPPEVILLS 

Harbour. cargo discharges at AOGUSTA end SYAAGUSE roached approximately 8,700 ton 

and 4,000 tons respectively . 

2. UILITARX 

•• • 

SICILY. Sth Arm:f . 2nd. No reports avuilable beyond COIIai,dor"&hllo 1 

ar t illery activity 1n Coastal Sector south of CArANIA and continued very fierce 

fighting inlnnd. 

7th Arm:t . Sovorol enemy counter attccka agninet TROillA were r o­

pollod . (force) roached a point six miles southwest o(..SAN PRATSLO and U.S. 

in! an try five miles oast of SAN STEFANO. 

3. AIR OPERATIONS 

WESTERN OO!IT. 2n<l/)rd. 399 •.ircr.U't dropped 1,343 tons at 

I!AIIIlUllG, 1U dropped 402 tons on other areas 1n North Ytest G.:.RIIAIIY and 187 ai.r­

craft ude no atteck. 

)rd . Escorted IThirldnds boaobed building and borr'&cks at air-

fields i n BREST area . Typhoons attcckod tt. 1 ,000 ton ship with about 15 escort 

voeeela orr LE TOUQ£'1' . Ship wns left bUrning and 7 E or R boats damaged. Coouel-

tios - Allied 4, nil, 1 . Enemy 2, 2, 5. 

)rd/4th. 9 aircraft ltlid soc. mines . 

SICILY. lst . 48 bombers attacked UILAZW . 1st/2nd. 247 medium 

and light bombers attacked towns nOftr lt1. EI'!IA. 

BURIIA. 1st. llitchells (B. 25) dropped )2 tons on bridge nnd 

othor targets 1n SHWGLI River areo . 

Regraded Unclassified


	00293
	00294
	00295
	00296
	00297
	00298
	00299
	00300
	00301
	00302
	00303
	00304
	00305
	00306
	00307
	00308
	00309
	00310
	00311
	00312
	00313
	00314
	00315
	00316
	00317
	00318
	00319
	00320
	00321
	00322
	00323
	00324
	00325
	00326
	00327
	00328
	00329
	00330
	00331
	00332
	00333
	00334
	00335
	00336
	00337
	00338
	00339
	00340
	00341
	00342
	00343
	00344
	00345
	00346
	00347
	00348
	00349
	00350
	00351
	00352
	00353
	00354
	00355
	00356
	00357
	00358
	00359
	00360
	00361
	00362
	00363
	00364
	00365
	00366
	00367
	00368
	00369
	00370
	00371
	00372
	00373
	00374
	00375
	00376
	00377
	00378
	00379
	00380
	00381
	00382
	00383
	00384
	00385
	00386
	00387
	00388
	00389
	00390
	00391
	00392
	00393
	00394
	00395
	00396
	00397
	00398
	00399
	00400
	00401
	00402
	00403
	00404
	00405
	00406
	00407
	00408
	00409
	00410
	00411
	00412
	00413
	00414
	00415
	00416
	00417
	00418
	00419
	00420
	00421
	00422
	00423
	00424
	00425
	00426
	00427
	00428
	00429
	00430
	00431
	00432
	00433
	00434
	00435
	00436
	00437
	00438
	00439
	00440
	00441
	00442
	00443
	00444
	00445
	00446
	00447
	00448
	00449
	00450
	00451
	00452
	00453
	00454
	00455
	00456
	00457
	00458
	00459
	00460
	00461
	00462
	00463
	00464
	00465
	00466
	00467
	00468
	00469
	00470
	00471
	00472
	00473
	00474
	00475
	00476
	00477
	00478
	00479
	00480
	00481
	00482
	00483
	00484
	00485
	00486
	00487
	00488
	00489
	00490
	00491
	00492
	00493
	00494
	00495
	00496
	00497
	00498
	00499
	00500
	00501
	00502
	00503
	00504
	00505
	00506
	00507
	00508
	00509
	00510
	00511
	00512
	00513
	00514
	00515
	00516
	00517
	00518
	00519
	00520
	00521
	00522
	00523
	00524
	00525
	00526
	00527
	00528
	00529
	00530
	00531
	00532
	00533
	00534
	00535
	00536
	00537
	00538
	00539
	00540
	00541
	00542
	00544
	00545
	00546
	00547
	00548
	00549
	00550
	00551
	00552
	00553
	00554
	00555
	00556
	00557
	00558
	00559
	00560
	00561
	00562
	00563
	00564
	00565
	00566
	00567
	00568
	00569
	00570
	00571
	00572
	00573
	00574
	00575
	00576
	00577
	00578
	00579
	00580
	00581



