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INTERNATIONAL STABILIZATION FUND 

Present: Mr . Bell 
Mr. White 
)( r , Crowley 
Secretary Jones 
){r , Berle 
Kr. Eccles 
l&r , Paevolalcy 

August 18, 1943 
9:00 a .m. 

H.W.JR: I don' t know whether Mr. Eccles will get here 
or not . 

I don't know how long ago it was the. t we had a meeting 
of this committee which authorized the Technical Committee 
to go ahead with thi s question of stabiliza tion of currency. 
They proceeded, and then a number of count ries sent dele~ 
gates here who have consulted with us. We made considerable 
progress, so much so that we felt that we could give out ~ 
releaes, which we are proposing to do tomorrow, -

The moat recent development ia that England baa advised 
the State Department that they are sending a group over here 
the middle of September - a very important group - to talk 
about the question of world trade and financial matters, 
and Yr. Bull referred the British people to the Treasury to 
continue aa they have before on financial matters. 

We will go forward and then you can aak Wbite all the 
questions . He has all the anawera. 

We would like thia.committee to authorize the so- call ed 
Technical Committee to begin a study ao we will be at least 
partly ready to discuss the question of exchanges when the 
English cCDe. 

Have I covered it all, Harry? 
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MR. WHITE: Yes. I thought you planned to talk i t 
over wi t h the Congressional Committee. You promised 
them that after there had been some progress ·you would 
coma to them again and keep them informed. We plan to do 
that after Congress reconvenes - merely give them a 
brief summary of result s of the discussions, and inform 
them that it is still at the discussion stage; and at 
what point you are going to see the President, I don't 
know. 

H .~ .JR: Do you have something to give these people? 

MR. WHITE: iell, the revised draft which I think 
most of them have had already - the press release--

H.M.JR: They like to get something when they come 
to the Treasury. You can't give them a twenty-dollar 
gold piece, so you have t o give t hem somet hing. {Laughter) 

The press release will consist of this same document 
wi th a preliminary statement by the Sec retary. I will 
get t hem over to you. 

{Kr. Eccles entered the conference.) 

{Copies of booklet entitled "Preliminary Draft Outline 
of a Proposal for an International Stabilization Fund of 
the Uni ted and Associated Nations• distributed by Kr.ihlte . ) 

UR. ~uiTE : Practically the onlf country ws haven't 
heard froa, or hasn' t participated i n the discussions , 
baa been Russia. 

JJR. JONES: iho? 

R WHITE: Russia. They have repeated t .hat t hey are 
very interested and that they will send representatives, 
but so far they have never arrived. They had an observer 
at the discussions . 

2 
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H.U.JR: Can I interrupt you to tell a story on 
that - a very amusing one? 

I ~as up in buffalo - ~ant through the Bell Aircraft -
and Larry Bell said,"! may have done sollll!tbing I had no 
right to do, but I wanted to get some of ~ mechanics 
to see how my planes are doing." He said, WWe tried every 
way~ He heard somebody was going to Russia so be wrote 
a letter, ''!.ly dear Mr. Stalin : You have some of my 
planes. I would like to send some of my men over to see 
how they are going.H 

Within a week or ten days he got a letter saying, 
"Sure, send them. over." 

So maybe we should sit down and write a letter -
"Dear Joe"-- (Laughter) 

MR. BERLE: Well , you might try. I am a little leas 
optimistic about it , in that case . 

H.M. JR: Go ahead, Harry. 

~ WHITE: With that except ion, all the countries -
practically all the countries - seemed to be in fairly good 
agreement with the revisions which were suggested. Many 
of them were suggested by delegates from those countries 
and some of them were included to meet their objections. 
Some of the countries definitely stated already that they 
would go along. 

China so informed us, wi th one reservation, which I 
think arose from their misunderstanding of the proposal, 
and not any objections, so that I think after the t hing 
is made clear t o the people back in Chi.na, they will find 
themselves in agreement. 

The changes which were made were in part, also, a 
result of a number of lengthy discussionswe had wi thin 
our own Technical Committee, and particularly with repre­
sentatives of the Federal Reserve Board who wanted us to 
move more in the di rection o! larger gold contributions, 
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and we did move in that direction, I think the technical 
men on the Board are satisfied that we have gone as far 
as i s practical or f easible in that direction, so that the 
present draft is the basis of agreement of the technical 
men of the United States and a substantial measure of 
agreement among the delegatee of various countries who 
were here, 

In some cases the financial ministers themselves 
happened to be here and indicated their general adherence, 
What differences will crop up if there is a formal dis­
cussion, I don ' t know, but on the major matters I doubt 
whether there will be any substantial difference . So 
this draft represents something that should closely 
approximate what the countries might agree on with the 
exception of the British, 

The Briti sh are coming with same counter suggestions . 
What they are, I don ' t know, · But they are coming with 
some counter suggestions, and they have accepted - the 
technical men have accepted much of our program, but not 
all, and they have gone back to their governments to 
discuss the thing carefully, and I understand from our 
men in London that they have been discussing this at 
very considerable length, and they are comin& back with 
some provision. lhat that will be, I don't know. They 
are supposed to be here before the middle of September, 

)ffi, BELL: What about Canada? 

KR. WHITE: Canada ia pretty much in agreement. 

KR. BELL: Will they come out with a separate proposal? 

KR. WHITE: Their proposal, in a sense, wae a separate 
proposal, but it was a proposal which they told me was an 
attempt on their part to bring together the differences 
between the British plan and the American plan. 

Now, they also had some very excellent suggestions. 
They had same very good aen here , They bad some sugges­
tions of their own, but th.ia plan was an attempt to 
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bring together both plana, but it more closely approxi­
mated the American plan . They are more in favor of the 
American approach, but being part of the British Common­
wealth, they probably didn 't go as far as to authorize 
our plan publicly as they might have done, but in t he 
discussions i t was revealed that they are very much in 
agreement wi th our approach, 

Mexico is, of course--

MR. PASVOLSKY: Keynes' .letter refe rs to this draft , 
doesn't i t? 

l!R. V\HITE: Yes . 

MR. PASVOLSKY: That was a very encouraging letter -
an extremely encouraging letter. The differences indi­
cated can certainly be easily ironed cut. 

MR. WHITE: The cable f rom Keynes, I think, also was 
encouraging, because it contained the statement that in 
a week end we could iron out our diff erences . That seemed 
to suggest that the differences are not basically profound. 

~ PASVOLSKY: Ae I read that Keynes statement, there 
are going to be just those two points ; how much gold, and 
~at to do with foreign exchange control. 

~ V~ITE: And the lat t er - I don't think there i a 
any difference between ua in the l at t er - foreign exchange 
control . They might want t o mov e further in that direc­
tion than moat countriea would care to. 

On the contrary, the domestic press, such as there 
baa been of i t - some of the comment s -you may not have 
heard them - border al l the way from facetious t o outright 
hostility. There are a few articlea which are not of 
that character - rather, they seem to favor it. 

Moat of the discussion in the press and most of the 
criticism in the press springs from a complete ignorance 
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of the plan, or misunderstanding . And I think that ia 
largely our fault , and designedly ao. We haven't attempted 
to supply to t hem very much, or diaousa the matter with 
them very much, becauee we have been waiting until there 
was agreement - a measure of agreement among ourselves 
end among the other countries, ao we won' t be explaining 
and defending some kind of a propoeal which we ouraelves 
would want to back away from. That i& why there is a 
very considerable misunderstanding. I don't mean all 
the opposition springe from a miaunderstanding, because 
there will be definite opposition from some people even 
if they understand it - or they may not care to under­
atand it. .And on the part of some since .. e people there 
will be opposition. But the more they understand it, I 
am convinced, the lese there will be any basia for 
criticism, because we take care of most of it. It ia 
merely because they don't understand it . 

But in pursuance of that line of thought, we had 
already had some conferences with banking groupe, and are 
arranging more with the bankinf groups through the Federal 
Reserve Board, and we find tha in the few meeting• we 
have had, the reactions are much more favorable to the 
proposal after they have talked with us than before. 
They have told us ao, and we have not had any extensive 
conferences - only o.ne on the reviled plan - so that the 
revised plan has considerable improvement,• even from 
their point of view. I ahould expect that we will get 
more favorable reaction from businessmen, from exporters, 
importers, and bankers, but there still will be cri tici81D. 

UR. JONES: Mr. Secretary, could I interfere just a 
minute? I wonder if you could tell me, in short, what 
is in t his (indicating preliminary draft) - a short digest . 
I haven't kept up with it very welL 

H.M.JR: We have the time. 

MR.. JONES: Juat very shortly. 
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KR. WHITE: The plan calls for participation by the 
United and Aaaociated !lations and each nation that sub­
scribes to the plan m.a.kes a contribution detel'lllined by 
a pre-agreed-upon quota, and their contribution ia measured 
by a number of things - their gold holdings, their impor­
tance in trade, and their disequitable balances, payments, 
and so forth, 

MR. JONES: That ia the world bank? 

KR. WHITE: No, this is the Stabilization Fund. I 
will give you some idea of contributions aa worked out 
by the formula . 

The United States would participate to the extent of 
almost three bil lion dollars - maybe a little less . The 
British Empire as a whole would be a little less than 
that - maybe two and a half or two and a quarter, depending 
on some adjustments t o be made . 

Chin' had a contribution which was rather small . We 
bad to up it. They wanted it increased because they felt 
they wanted to be one of the big four . A good many of the 
small&f ~tri es' participations run to t wenty-five , f ifty, 
and one hundred million dollars, Their participation or 
contribution - it really isn't contribution because it 
represent s their own asaet a, even though it is in the Fund ­
is partly i n gold, partly in their own local currencies -
of course, to us it doeen't make any difference, but to 
most countries it does - and partly in their own bonds 
which they can replace wi th currency if needed and as the 
time goes on, 

Now, the amount of gold which they contribute is based 
on the amount of gold that they have, eo that a country 
with very little gold is permitted t o put in a small amount, 
and a country with a large amount of gold is permitted to 
put in a larger amou.nt . Each country becoming a member 
subscribes to certain principles that it will abide by ­
non-discriminatory trade practices, the liberal commercial 
trade policies that we stand for and they will cooperate 
with, and so forth , 
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The privilege that each country then has is to buy 
foreign exchange from the Fund up to a certain amount 
without many conditions . The amount that they can buy 
is not very great without condition.s. 

In other words, Brazil could apply to the Fund and 
say, ~~e want so much sterling and so many dollars, " and 
they could buy it up to a certain amount without many 
conditions. ie t hey go above that amount, they can buy 
it only wi. th the appronl of the Fund and that appronl 
is given only if the condi tiona of the cou.ntry - the 
economic and financial conditione - are such that there 
is an expentancy that they will be able to retire 
that foreign exchange within a reasonably short time • 

.U they apply to the Fund more and more, then the 
conditions are made more and more stringent, so that 
the Fund is able to protect itself that way. That en­
ables, however, a country like Greece , let's say, that 
has practically no foreign exchange, to purchase foreign 
exchange provided ahe needs the foreign exchange for 
trade - that is, she can' t do it without capital. 

MR. JaU:S: What do they buy it with? 

MR. ~taTE : They buy it with their own currency so 
that the International Fund gets their local currency 
and gives them the exchange - the foreign exchange that 
they want, either dollars, sterling, or franca - and 
the Fund, therefore, al~~~ has the same assets becauae 
any exchange lou baa to be made up by the c111ntry that h 
responsible for it. 

The Fund, presumably, never loses or gains, but those 
assets are not made up the same way they start - with a 
lot of gold, a lot of dollars, a lot o! sterling, and others -
but ae time goea on the character o! those assets will 
change. 

Much of the gold will be expended in this country 
probably to buy dollars, and more of the local currenole• 
will ooae into the Fund, but as that happens the operation -
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the administration of funds begins to tighten up. 

If, aa may well ocour, the Fund runs out of any 
particular currency - and it is liKely to run out, or 
likely to run short of dollars - not dollars, but dollars 
get low after a year or two or t hree - then the Fund 
has the power to raiae more of any currency if it wishes. 

Sup~osing the Fund feels that it wants more dollars 
to satisfy what they regard as the reasonable legitimate 
demaods of members of the Fund; it can attempt to raise 
those dollars by going to our open market and borrowing 
on its own bonds, which ia certainly not practical to 
begin with, because their prestige and status will probabl:r 
not be very high to begin with, and it oan do so only with 
t h.e consent of the United States - only through ita repre­
sentative - or it can borrow from the central bank. It 
can came to Yarriner and say, ~e would like to borrow 
so many dollars for such a period," or it can sell securi­
ties which i t has, again with the consent of the United 
States. 

In abort , those are waya of raising dollars, but 
always with the country in question - i.n this case the 
United States - havi ng the final say whether they will 
get it or not get it. That meana that so far aa t he re­
aources of the bank are concerned, they are flexible . 
They can be increased, provided the United St ates wants 
to increase them with ita dollars, or provided England 
wants to increase it, if the de~and ia for sterling. 

They cannot demand dollars unless dollars are going 
to be uaed in trade between the United ~tates and a 
particular other country. 

YR. JONES: They buy the dollars to spend here? 

MH. WHITE: That i s right . They buy the dollars to 
spend here, or for expenditures that have already been 
made, or probably interest payments, or investment, and 
so forth. 
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So from the point of view of sources of the Fund, it 
is so devised that it ia fairly flexible. You can increase 
the resourcea, but alw•y• with increaaing opposition. 

From the particular point of Tiew of the countl'1 
being a member, they can only get as much as they need 
wi t h this very important consideration, provided that at 
each stage they meet the conditione imposed upon them by 
the fund so that a small countl'1 might find itself in 
a position in which i t is demandinf dolJ.ara and the Fund 
would say, after consideration of be situation, "We feel 
that before lou can get any more dollars you ought to do 
thus and so. 

Now, I have only touched upon some of the high spots. 

MR. JCl~ES : What is the approx i111ate total of the 
Fund? 

MR. ~TE: If all the countries were to join, which 
~ould include the neutral countries that haven't been 
asked yet, and possibly the ene~ countries at some time 
in the fut\ll'e- provision has been IIIAde that they can -
the amount will be approxilll&tely ten billion dollars. 

I baTe left out the most important thiua of the 
Stabilisation Fund, and that is a question of exchange 
rates . There would be agreement on t he exchange ratea 
which should prevail at the beginning of the Fund. There­
after, no exchange rate can be changed by the Fund l':ithout 
the permission of the country in question , and without 
permission of three-quarters of the members ' votes of the 
countriea, with the except ion of certain occupied countries 
who can get it changed with a majority vote. 

Ther e are certain differences, depending upon-­

~· JONES: With the permission of the country? 
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MR. ViliiTE : And the Fund, That is, a majority of 
voters couldn't say to the United States, "You change 
your rate, " or even three-quarters couldn' t say that, 
but the United States couldn't alter its value in terms 
of other currencies of any other count ry without approval 
of the Fund . 

MR. JOOES : What is the management? 

MR. \'illiTE : The management consists of a board of 
directors to which each government delegates a member. 
The day- to-day and effective work is done by an executive 
COIJl!llittee, if you like, that is in constant session, of 
about ten or eleven members. They bave certain powers 
which are sligbtly less than the powers of the board . 

The vote on most of the matters i s no t one vote to 
one country, but it is a vote whioh is larger for the 
country with the greater participation, and smaller for 
the country with smaller participation, but in exact 
proportion, so a small country starts with little power . 

MR. PASVOLSKY: Harry, it might be worth while to 
mention the sliding scale device for borrowing and lending 
countries. 

MR. WHITE: Yes, we took that idea from the Canadians, 
modified it, and what it does ie, it gives the country 
whose currency is being demanded more votes as the currency 
is being demanded, and the country who is demanding i t, lese . 

Supposi ng Greece is coming to the Fund for more and 
more dollars or sterling, or any other currency; as she 
t akes more and more, her voting power gets less and less. 
On the contrary, if all the countries are coming to the 
United States for more and more dollars , then the United 
States gets more votes. 

MR. ECCLES : The right of each country to borrow from 
the fund is limi ted to the ~nount of its contribution? 

11 
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MR. YI!IHE: Yes, that io right . It sounds a little 
better than it actually is, The way it reads you would 
think - the quick reader would think they have rates 
which are far in excess of - they are tied up pretty 
tightly. They can get their quota, but thei r quota really 
consists of - the amount the~ can get really consists of 
the gold they put in. Anything they get beyond that is 
only with the approval of the fund . 

During the first year they can get fifty percent more 
than thei r quota; during the second year, one hundred per­
cen t . a.tt es I say, under conditions presumably satis­
factorj to the Fund. 

MR. JONES: How is the management selected? 

MR. WH ITE : The executive committee, we presume, 
would be elected by the board. It would have, as it is 
now, I think, either ni ne or eleven members, to make 
sure the four big countries, of ooursei have a member on 
the executive committee . And there wi 1 be SOine half a 
dozen smaller countries that will have a member on it • ._ 

Voting will be on almost all question, with the excep­
tion of one, in proportion to t he number of votes the country 
has. The large countries would have a number of votes. The 
board member, in voting, would cast his country's vote. 
The one exception is the one which was rather insisted 
upon by Mexico, and we incorpora ted it, namely, it is in the 
matter of dropping a country from the fund, stating that 
they have been in default, for example, which should be, 
according to the Mexican view, a very serious political 
matter. They feel that each country ought to have one 
vote. 

It isn't tremendously important because if a country 
is in default they can't get any money. 

H.M. JR: All right? 

lffi. JONES: Yes . 

12 
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H.M.JR: Does anybody else •ant to aak any more 
questions? 

MR. ECCLES: Harry, I understand that it is a right 
of a country in three years to change . After that it 
can only be changed with the approvil of three- fourths 
vote. 

13 

MR. WHITE: That i s very important and will come up 
for a good deal of discussion. I 11oule. like to give a .• • 
alight background of that . 

We, in our original demand didn't gin a change 'llith­
out approval of the fund . The British plan called for a 
change of five percent if a country 111as losing gold, or 
if t!ie balance of payments was against - for a number of 
reasons, which I presume we don ' t want to discuss here, now, 
we were opposed to that, but many of the countries favored 
that - and Canada likewise - and many of t he countriea 
favored a larger percentage. I mean, they wanted t o have 
a possibility of changing the bonds up to a certain amount. 

Well, we f inally agreed to ~ermit a ten percent change,but 
we made this important modificat 1on - important from the 
United States point of view - we said, "There shall be no 
criteria - no conditions under 11hich the change can be 
made other t han consultation," 

In other 1110rds, if any country wants to alter during 
the f irst t hree years - because that 111i ll be a very disturbed 
period - they can change up t o ten percent af ter consultation 
with the Fund, but not approval. 

Now, having removed the criterion, we put the United 
States in a position of being able to do the same thing, 
and thereby being able to neutralize any other. If we 
hadn' t put that in - if we accepted the Br itish plan - then 
we would never be in a position to alter, because there 
ie no danger we would ever have an adverse balance of pay­
ment. 
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Let me take a practical instance . Suppose sterling 
deciaes to drop from four dollars to three dollars and 
sixty cents . Under the ~revision it would have a right 
to do i t after consultat1on . But supposing, for some 
reason, that the United States , after having a consultation, 
decided that that wa s unwarranted, that repercussions were 
too great on us. We would be in a position to neutralize 
her change . 

~m . JONES: Without showing cause? 

MR. YMITE: Yes, it is merely up to consultation. 
I very seriously doubt if ~e ~ould take any step unless 
there was excellent reason for it, but the mere fact that 
~e have the ~ower gives us protection. 

MR. JONES: You mean, after consultation and agreement? 

MR. WHITE : No, not the ten percent ; anything beyond 
that, or after three years, yes . 

MR. JONES: Why the consultations? 

MR. WHITE : Merely to tell them we ob~ect. The atti­
tude of one country among the major countr1es is important. 
Let ' s say Canada was to come to ue and say, "'he are planning 
to reduce the rate to eighty cents. " If we had been repre­
sented, and thought there might be man;y ways in which we 
could get Canada to change her mind--

MR. JONES: It would give us a chance to change their 
mind. 

MR. BERLE: Harry, I think one thing ought to be said 
at this time, that this document does recognize that when 
one country changes its rate of exchange, that is a matter 
of concern to all other countries. That isi the control 
of our own currency rate may hit somebody e se_so bard 
that they are ent itl ed at least t o talk about 1t . That 
wor~s both ways, of course . In the main, I think we feel 
we are very much the gainer by that . 

14 
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MR. ~HITE: There is a change in principle of the 
thing. It seemed to be warranted by the facts and 
experience, and seems to be to our advantage . I should 
think that would be extr~nely important . 

MR. PASVOLSKY : That is a di rect descendant of 
Trpiar ti te? 

H.M.JR: I was going to say that . 

MR. PASVOLSKY: That is the first time the principle 
is really recognized , 

MR. ~HITE: The whole thing ia an expansion and ex­
tension of that principle . 

There are a number of other poi nts which would doubt­
less interest you . For example, the countries have to buy -
in buying back thei r exchange which they sol d to the fund , 
they are r equi red to buy it back with fi.t'ty percent gold 
if they accumulate gold. They can't use t he fund, in other 
words, as a device to get rid of their currencies and they 
get the gold . 

MR. BERLE : Harry, if I may, there is one other thing 
worth noting. This does contain the provision by which 
the blocked balances can be unblocked, particularl~ blocked 
sterling, but that is the least of our worries . The drafters 
of t his plan did put in a provision by which those could be 
gradually unblocked so that they ca.n't become the foundation 
for new German bile teral tying of trade to balances. That 
provision is likely to be immediately a pretty important 
provision . 

MR. WHITE: There is one area we haven't explored to 
our own satisfaction and haven ' t come to any agreement on, 
and that is the relationship of members of this fund with 
non-members . 

In other words, t he resources of the fund can' t be 
used for the benefit of non-members, out to what extent 
other relationships can be made, we don 't know. 

15 
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Some of us thought that we ought not to permit any 

non-member - Government, I don 't mean individual, but any 

Government - to be able to borrow or obtain any credit 
from a member Gover·nment . That is , private individuals 

continue to function , but for instance , the British 

Government ought not to extend a loan to, say, .l.rgentina -

to the Argentine Government - if the Argentine Government 

~eren't a member. 

MR. JONES: If Argentina were a member or not? 

ILl{. 'WHITE: Were not a member. Well , that wouldn ' t 

necessaril1 be true, but that would be t he realisation of 

justi f i catlon. But there are other relationships . Many 
of tbe countries wanted us to be very tough ~th non­

member s. Some of the countries wanted us to - Holland 
was worrying about Switzerland in case Switzerland didn't 

become a member. 

H.M. JR: Are you--

lolR. JONES: Do you wan t to put in a release? 

H.M.JR: I just want to know if you are satisfied. 

Mk. JONES: I think ao. 

H. ll. JR: We would like to make a release of this thing 

tomorrow. 

lffi. JONES: The total-­

H.M.JR: The plan , yes . 

MR. WHI'IE: Some of it will probabl;y leak out becauae 

we have sent it to the Congressmen and Senators. In pur­

suance of the promises the Secretary made to them, we 
sent it out a couple of weeks ago. .lnd rather than h.ave 

i t leak out and get misunderstood, we want to expl ain 
i t to the preas. 

16 
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MR. ECCLES: I can't aee any harm in releaaing it, 
There will be a lot of discussion of it yet, and inasmuch 
as the original plan has been modified to the extent that 
it has, it seems to me that it ia appropriate to release 
the modified plan in order to reduce the confusion as 
much as possible. I think it is good. 

lJ.Jto Vll!ITE: .And it is made clear that it is not an 
official document, yet. 

Uk. JONES: That is the only way you can get a 
discussion of it. Put it out and maybe you will get some 
suggestions . · 

H.2.JR: And Harry says we ha.ve given all the Sena­
tore and Congressmen on this committee copies, and we 
ought to do as much for the publio . 

Is everybody agreeable that we give it out? 

MR. SERLE: I think you have to. It is a question 
of whether you put it out or whether somebody else puts 
it out . 

lffi. PASVOLSKY: I think it will eliminate a lot o! 
difficulties to put it out. 

H.M.JR: If nobody objects, then, we will go ahead 
and put it out. 

Now, the next thing, Harry - Serle, particularly, has 
been preaaing me for a year to go forward. We have been 
a little bit slow and couldn't do more than - we didn't 
any mor e t han get this far . But we would like to have the 
technical group - of which I think you (White) are chairman, 
and you are a member, Leo, and various people are members -
proceed now to study the next step which - let 's call it 
anything you want to except a world bank, which deals with 
long- term credits, whioh this Stabili,ation Fund cannot do. 
We think we should begin thia study very promftly in vi ew 
of the English coming here in September. If 1t meets with 
the approval - everybody here baa representation on that 
committee, ian't that rlght, Barry? 

17 
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MR. WHITE: Yes, definitely. 

I presume that Lauch Currie will cont inue . He is 
very valuable , p~rticularly on this ran~e of pr oblems . 
Mr. Crowley has a couple of men coming, and the State 
Department has been participating very actively. 

H.~I.JR : You had better tell him; he may or may not 
know--

~. VfuiTE: Well, they have had Coe. He used to be 
~ith th~; he is not working with them now. 

MR. CRO'M.EY: Coe? 

H . ~ . JR : Yes, Frank Coe. 

MR. BERLE : In that regard, Mr . Secretary, I would 
like to make one point . No stabilization fund will work 
unless there is a balance of trade and long-term credits. 
For that reason a good many of the countries - not only 
tne British - have sai d that in the long run they can 
only make a start; the rest of the story has to be filled 
in . ~is investment or long term creait pictur e is a new 
one over there, and consequently when this group arrives 
in September one of the problema which will be raised will 
be to modify their ideas of anything like this. So besides 
getting at it as a forced move - by more pressure, as Yr . 
Worgenthau puts it - it is not due to any upsurge of trying 
togetat--

H.M.JR: I think you have been right, but I think you 
also have to get this t hrough the works, as that is very 
difficult. \~hite bas done a wonderful job. 

MR. VnHTE: It has been a joint job . 

H.M.JR: We have bad wonderful cooperation in the 
whole Department. I have to go up on the Hill and try to 
sell it with the help of the Department; I can't do it alone . 

We are now ready to do the other thing, but we just 
couldn' t move forward on both front s . Maybe we should 
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have, but we are ready now. 

!JR. \'d!ITE: I don ' t think any of us thought it was 
propitious . 

H.M . JR: I think you (Berle) have been right, and I 
am juet explaining why I don ' t think we could have moved 
any faste r. I don ' t know whether you agree . 

MR. BELL: In fact, Mr . White and I talked it over, 
and agreed we bad to get this thing in the works. 

WR. WHITE : Our plan has the full agreement of the 
State Department. 

MR. ECCLES: The way I reel about this thing i s, 
the ques t ion of stebilization is necessary all right, but 
it is only incidental to tho broader picture ; and any 
effort you put forward here is certainly going to be wasted 
unless in connection with this you consider you rehabilita­
tion, your relief program, your long term investment program, 
end your commodi ty stabilization, it ~ill result in just 
fa nning out; it can't succeed. Vfuat will happen is that we 
as the creditor will finally get t he gold - the five billion 
of gold - get it into the fund and then that is all. We 
will just get that, plus the rest of the gold that might 
come in here - we will be right where ~e were before . It 
wi ll be a one-way street with us getting the gol d - thetis 
all there i s to i t . 

MR. ~BITE : I t is going to be that anyr.ay, and we are 
trying to modify it . 

MR. ECCLES: Yes, we are tryin~ - it will be that anyway. 
As Harry knows, I wanted to go cons1derably farther on the 
question of gold. ~won' t go into the reasons and details 
of it . 

MR. ~HITE : I think we have gone a long way. 

WR. ECCLES: -Yes, we have gone a l ong way. 

19 
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H.M. JR: If there are no other questions, is it all 
right to go ahead? 

MR . WHITE: One other ques tion - will Clayton -you 
might wan t to get additional help from the Import- Export 
Bank. The more help, the better. 

H.M. JR: That is ] OU, isn ' t i t, Crowley? 

MR. CRO~LEY: Yes , we will get together on that . 

20 

WR. ECCL~S: There is, as harry knows - I don't want •• 
us to abut our eyes to it, but there is very formidable 
opposition to any world program of stabilization . People 
like Burgess and John Williams and those people have been 
opposing the whole i dea very vigorously. 

MR. JONE~ : This idea? 

MR. ECCLES: Yes, and they have a very formidable 
following, and they put up a pretty plausible convincing 
case. 

MR. WHITE: Not Burgees, but ~illiams . 

~fR . ECCLES: They made quite an impression. 

MR. 'RITE: Burgess? 

MR. ECCLES: I haven't heard it, but I understand 
that Burgess end \'rilliams pretty largely agree on that. 
I don't think we will get anywhere with any kind of a pro­
gram without Congressional approval; and if Congress is 
going t o give a lot of attention to a lot of whet they 
look upon as experienced groupe in the international financial 
field and in the import and export field - those groupe have 
other ideas - people who have been engaged in this field 
for a good many years. Congress is going to give them a 
lot of attention; and I think that to the extent we get a 
program worked out you have got to try t o at least c~promise 
the differences if possible, because I just don't th1nk we 
can get through Congress if the formidable opposition that 
is now in existence continues. 
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MR. JONES: Well, you can' t get through until you 
try. 

MR. ECCLES: No, but I think you want to know the size 
of the opposition before you go. 

21 

MR. ~~I TE : What Marriner says, I think, is true. I 
think part of the opposition will disappear when they under­
stand it more. But par t of their opposition will never 
dieappear because it i s not based on the matter of any 
plan; i t is based on the philosofhY and principle that .• .. 
they subscri be to, that they don t want to do anything of • 
that character . 

MR. ECCLES : Aldrich, f or ins tance, and hi s group are 
in a perfectly ridiculous extreme position . Now, Wi lliams 
and Burgess - those fellows are much more intelligent. 

MR. JONES: V•ho? 

MR. ECCLES: Aldrich - the Chase people - they take, 
what seems t o me, a perfectly hard case . Now, Williams and 
Burgess are in~ much more rational position, and it is a 
mucli more danger ous one t o go up against . 

WR. PASVOLSKY: It i s a much more dangerous posi t ion 
because it is plausible . ill they say is t hat you don't 
have anythi ng as far as t his--

H.W. JR: It is the pocketbook, isn't it, when it all 
gets down? 

MR. ECCLES: That doesn' t affect them. 

MR. JOI'IES: There will be a lot of prejudices and 
there will be a lot of fuss unti l i t gets out . 

H.M.JR: Now, if it is agreeable to you and the other 
departments, we will go ahead with the preparation of this 
and you can come back when we have something to report. 

YR. ECCLES: Harry, your plan is so darned complicated 
I asked our people to put down briefly in layman' s language 
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so I could understand the darned thing, Just ~at it means, 
so they did. It isn' t very long, just f1ve ~ages . It 
takes, for instance, the United States'contr1bution to tho 
fund, voting power, lending obligations of member countries, 
possible demand, influence of the fun d on policies of tho 
member countries, exchange rates, tho international capital 
movements, a non- technical summary. If you want copies- -

MR. JONES: I would like a copy. 

MR. ECCLES: We just got this, but I will send you a 
copy. 

MR. \VHITE: We have a preliminary draft , but we should 
l ike very much to heve this so we can use it . 

MR. PASVOL~KY : Will you send us one? 

MR. ECCLES: Yes. 

22 
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Auguat HI , 194 3 
10:21 •••• 

HMJr: Hello. 

Opera to r : Go anead. 

Ed 
8tett1n1uel Good morn1ng, Henry. 

HMJr: Hello , Ed. 

8: How are you, a1rt 

HltJr: rtne. 

S: Dean haa a new draf t or that raw maur1ala ma tter .•• ~· • 

HMJr: Yea. 

S: •.•• and Harry Vblte hae been working wi th b1m on 1t. 

RMJr: Yeah. 

8: 

HMJr: 

S: 

HltJr: 

8: 

RMJr: 

s: 

HltJr : 

s: 
HltJr: 

Now, I don 't 
bother you. 
the tb1ng to 

Su re • 

think it w111 be neoeeeary f or me to 
I think Harry oan present a draft of 
you . .•• 

•••• and 1f 1t 1e aat1afaotory, yo~oan tell Harry and 
Harry oan tell Dean and I think we...,.e through. 

Well , that'• good enough. 

I tb1nk that - I underetand now that you f elloW& 
and State and~ tellowa are all together •••• 

Yuh • 

•.•• and they think they '•• got it baok on the line 
and I'• ~old that you , Dean and I will be able to 
appro•• the t b1ng wi th1n the next t wenty-four houre. 

Well, I'll paee i t along to Harry and eee it we 
oan1 t get oleared in the Trea sury today. 

Good. 

1 111 eee i f we oan 1 t ge t i t oleared today. 
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HMJr: 

S: 

HMJr: 

s: 
HMJ r : 

S: 

HMJr: 

- 2 -

And Barry - I think t ha t Barry will be able to 
explain the whole thins - Whole bua1ne•• 1n aa t 1a­
taotory t ors. 

R1ghto . 

How are yout 

I'm Juat a Jump ahead o r the ahar1tt. 

Juat a jump aheadt 

Yeah. 

Take 1t eaay. 

Thanlt you. 

24 
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TAltES 

Present : Mr. Bell 
Mr. Currie 
Mr . Gaston 
Mr. Smith 
Mr . Paul 
~r . white 
lolr . Sullivan 
Mr. Blough 
Mr . Shere 
Mr • .l.!urph;y 
Mr. Surrey 
Jlr. Shoup 
Mrs . Klotz 

.August 18, 1943 
10 :35 a.m. 

H.M.JR: There is a memorandum on the way to you, 
Harry, .from Stettini us . 

Well, Paul, make it short and sweet . 

WR. PAUL : I understand the purpose of this meeting 
is to find out how to talk at the meeting this afternoon . 

H.U . JR: The purpose of this meeting is to bring me 
up to date so I know how to act this afternoon . I haven't 
had time to see whet you circulated. Do you want to t ell 
me about it briefly? 

MR. PAUL: There are a number of questions designed 
to elicit answers from these people .from the inflation 
standpoint, prosecution of war standpoint, and from the 
poet-war standpoint. 

25 

Now, I think that if we go into those questions which 
are very broad we will spend all the afternoon on the first 
two of them. They are all designed to get suggestions fr~ 
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these agenci es as to conditions peculiar to the particular 
si tuation, and what we ought to do from thei r standpoint. 
They can advise and inform. 

I therefore think at the meeting this afternoon we 
ought to admit frankly at the start that we can ' t cover 
them all and would wel come memoranda on any not covered. 

I think we ought to concentrate on two or three 
points . First, ~e should s t ick to our twelve billion on 
this. I think we ought to start and gat s response from 
these people on the basic questions and the size of the 
program - we have submitted a twelve- billion-dollar pro­
gram - find out what they think of it, and what they think 
of the constituency - what they think should be the makeup 
of such a program. 

Then I think we ought- -

MR. BELL: ~re you going to ask what they think about 
the amount? 

MR. PAUL: Yes, amount and constituency . 

MR. SULLIVAN: They haven' t seen any schedules, have 
the7? 

WR. PAUL: Yes, sane of th~ have. 

H.M. JR: Wnale7- Eaton had the whole thing. 

lo!R . PAUL : Not f ran us, ei tber. 

MR. GASTON: I think somebody took notes . 

H.J.! . JR: I saw one person taking notes; that was 
\\'biteside . 

MR. PAUL: That is about it . 

~by not let ' s be frank with the people, if you don 't 
mind my saying so. 

26 
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H.M.JR: You are influenced on sort of pulling in 
what Vinson told you at lunch, isn't that right? 

~. PAUL: No I am not very much influenced. What 
Vinson told me at iuncb was that he wasn't in favor of 
having any big meeting, but deciding everything at small 
canmittee meetings. 

H.M.JR: Vinson didn't want me to come over. I 
offered to do wha t we are doing here before his whole 
committee, but be didn 't want that. 

MR. PAUL: lie bases that on t he grounds the t it will 
get out to the newspapers and reports will be circulated 
which will be embarrassing to Congress later. 

H.M. JR: My feeling is that I would like to go ahead 
with the schedule . I think we have ma de real progress 
this past week. I t hink it is a good way; I llke to 
work that way, If Mr. Vinson doesn 't that is his privilege. 
I would like to go ahead. 

MR. PAUL: 
I would like to 
questions so we 

I don't mind going ahead with these, but 
concentrate on some of the more important 
don't--

H.M.JR: I have no objection to that. Say to the 
people, "If we don 't cover the waterfront and you have 
somet hinf special that you want to say to us , give i t to 
us in wr ting. • But, I would like to go ahead. I think 
we made progress ~st week, and I think everybody in the 
Treasury agrees. I think the meeting yesterday was a 
swell meeting. I think the way you nailed Dan Bell down 
was marvelous . (Laughter) 

llR. HAAS: Fred Smith didn't get nailed dofill . He 
contrived to be out of the room. 

MR. SMITH : He slept. (Laughter) 

MR. PAUL: There is one further suggestion. I would 
like to make to you and Fred, and tha t is, inev1tably 
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about nine-thirty tomorrow morning the re~orters will be 
around to my office to find out what we d1d at the meeting. 
I think we ought to issue something. 

MR. SMIW : Yes, if we have to do so1nething about it, 
I think we ought to make s story about what went on and 
have it released in the press room and not have then came 
kibi t zing around for odds and ends. 

H.M. JR: You had a large job last week, and they 
gave you a decoration . 

J.!R . SMIW : They were very satisfied with what t bey 
got last week, and they didn't get anything. (Laughter) 

MR. PAUL: One of the stories wae that the War 
Depsrtment and Navy Department--

MR. SMITH : That was just kibitzing. 

MR. PAUL : But in order to prevent thet kind of story, 
we have to have something for them. 

~m . SMITH : You can't head off everything that comes 
up, because lots of these guys have to fill a column. 

MR. GASTON : They have that problem . They all got 
that wrong impression . 

UR. VIHITE: I think it would be a mistake not to 
continue these and not to have them often . I think that 
is moving in the direction which the idministration ought 
to move, to have this type of discussion . I think there 
should even be a third one if they don ' t cover the ground 
on this one . 

Moat of the people who were here are people of some 
competenoe who thought about these problems . Their comments 
should be valuable, and there should be opportunit y in a 
joint group like t hat to permit them to express themselves. 
And the fact that they diOn't do that the last time doesn ' t 
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mean that they won't do it now. 

MR. PAUL: I would like t o raise one specific point. 
Do you want t o bring up the Smith letter, or let him bring 
it up? 

H.M. JR: I wouldn't, and I feel - if somebody would 
prod me, I wou.ld like to say at this meetinfi what I said 
to you gentlemen about canpulaory savings . :la far as I 
am concerned that is a closed book until the War Loan 
Drive is over, and I am going to ask you to support me 
in the light of the President's proclamation ." I will 
say, too, "I will be very glad to sit down with anybody 
after the Third War Loan is over. We will analyze and 
see where we got the money, how successful it was, " and 
so forth , and so on, "and study the thing when it is 
over . " 

I am going to ask them light ly but firmly to get 
behind the President's proclamation until the 'l'hi rd 
~ar Loan is over . If Smi th wants to read his letter, 
he can . 

~ MR. PAUL: That leaves open the t echnical matter of 
refundable taxes. 

H.U.JR: Leave it open . 

Please give me a little meJAO so I will be sure and 
say that, plus the President' s proclamation . 

ltR. PAUL: Harry says he doean' t think there is any 
danger you will forget . (Laughter) 

H.M. JR: Harry hae been t rying to ~ick a fight with 
me since t en of eight when I called him sleepy." We won't 
fight today, because I am sleepy. (Laughter) 

MR. GASTON: I think there is one thing that we haven't 
considered fully enough, and that is whether we are going 
to go for theee Social Security proposals under the 
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Wagner Plan and the effect of that on our proposed taxation 
of the pay roll groups, because they are going to be 
terrifically heavy, six percent on the gross pay roll . It 
makes a tremendous difference . 

MR. PAUL: It does, and I have the actual figures, 
which are rather astonishing. The increase in taxes under 
the eight billion seven schedule - the increase in taxes 
for a married person with no dependents--

H.W.JR: Talk a little louder back there. 

WR. GASTON : Take the two-thousand-dollar man. 

WR. PAUL: The two- thousand-dollar man - the surtax 
schedule would increase his payment to one hundred thirty­
eight dollars. 

MR. SULLIVAN : On what? 

1ffi. PAUL: Under the Wagner Act . This is proposed 
income and Wagner--

YR. GASTON: Wagner would add one hundred twenty, 
'II'OUldn 1 t it? 

MR. PAUL: Present income taxes and Wagner--

YR. BLOUGH: The~e are al l increases . The one hundred 
thirty-ei,dlt under the tax- schedule alone - there is an 
i ncrease fn taxes of one hundred eleven dollars under the 
Wagner Act alone. For a married man with no dependents 
and fifteen hundred dollars of income t he tax schedule 
would increase his taxes by eiinty-eight dollars. The 
~agner Act Schedule alone woula increase his taxes by 
eighty-three dollars. 

MR. PAUL: The ~agner Act ie pretty much the same as 
this schedule without any addition. 

MR. BLOUGH: - On one thousand dollars the aagner Bill 
would increase taxes fifty- six dollars. 
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H.M. JR: Under which schedule? 

MR . BLOUGH: The eight point seven billion schedule . 

MR. PAUL : In other words, the eight point seven 
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schedule in the very lowest bracket s consti tutes no 
increese, whereas under the Wagner schedule alone there would 
be a substantial amount . If you add any increased taxes 
to the \,agner schedule, they will be much larger . 

H.U.JR: This is the way I feel- l et' s be very honest 
with each other - I will t ry t o be honest witb you. Before 
I say - hat I sort of discovered myself, I will just go 
back . Do you or don't you think we should go ahead with 
the full discussion this afternoon? 

MR •. CURRIE : Yes, I think eo. 

H.M. JR: Do you, or don't you think we should? 

MR. CURRIE : Along the lines Randolph suggested, yea. 

H.M.JR: This is 
here in the Treasury. 
~ho honestly believe s 
savings. 

the result of discoveries I made 
I have a group here in the Treasury 

that we should have compulsory 

Other people here think that in the lower income 
groups we should refund same, because it bears down too 
heavily on them, but Sullivan said thet tha t was the 
openi ng door for forced savings anyway. 

Now, here I came along and say - well, I am very much 
inclined towards Social Security. Social Security doesn't 
have the objecti ons, from my way of thinking, tha t forced 
aavinge has . According to these figures it goes very far , 
see, and it doesn ' t have the objection this f ellow thought 
it would have - Mr . Sullivan - t hat it opens the door 
to compulsory savings. 

I don' t see why you f ellows who want compulsory savings 
don 't get on board the Social Securi ty t hing, which doesn't 
have any of the objection~~) to me, that compulsory savings 
has. 
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MR. PAUL: I would like to answer that specifically. 
I am very strong for the Social Security, but I have two 
answers to that , two points of consideration. 

The first is that there ia such a prejud.ice in 
Con~reae politically you may get nothing out of Social 
Security. Maybe that is all right; may6e you want to go 
doll'!\ with that banner above you, but frOlll the standpoint 
of getting results on the anti-inflation front, you may 
not get too much. 

The other point is, you can have at the present 
ma~ent witn our high tax schedules - you can get so much 
benefit for a man When he is old, but be bas nothing to 
eat when he is young. You can take so much away from a 
man in the lowe~ brackets when be I.e young1 particularly 
Tihan you are associating Social Security 'IU th a high tax 
schedule that - and you sa~ he builds up benefits . He 
doesn 't get them until he lS old. I don't want to starve 
people now and feed. them when they are old. 

MR. GASTON: They won ' t get old, so your problem is 
settled. (Laughter ) 

H.M. JR: That is wonderful. These ideas of yours, 
Herbert, are grand. (Laughter) 

MR. GASTON: I think it ia poaaible that when we 
t ake thia eight point seven program and apply it to wage 
groupa and at the same time apply your six percent, there 
baa got to be alternatives. 

H.M.JR: Can I go a step further? I am thinking out 
loud. I think I am on a good track for me . I think I can 
get my people together. ibat'a-hia name, if I understood 
him correctly yesterday - Vinson - is for six billion 
dollars' worth of t axes and six billion dollars worth of 
forced savings. 

Now, six billion dollars of forced savings - all that 
will do is complet ely ruin our voluntary plan and won't do 
anybody any good. Where have I got a volunteer? How much 
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forced savings do we have to get from the standpoint of 
the voluntary boys to do as good a job as t hey say they 
can do? 

MR. BLOUGH: They. have been talking in terms of 
twenty-five or thirty billion dollars. 

H.}.( . JR : Now, if you do the Vi nson thing and do just 
what t hese people like Vinson - I mean, the politicians -
I t hink we can get away with just a litt le forced savings ­
si x billion - and we won't have anything. 

Now, just to divert a minute - I don't see why I 
can 't say what Gilbert told me . Gilbert came in here 
and told me that if we hit the people in the two or three 
thousand dollar class any harder than we have we may 
jeopardize the election - just in the room here - and we 
shouldn't attempt to hit them any harder. Then he went 
on and gave m~ sane figures - you check me - but for this 
year the civilian goods we will produce, instead of eighty­
five billion dollars' worth, will be ninety-five billion 
dollars' worth - ninety one this year and ninety six next 
year. Isn' t that what he said? 

lo!R. !LOUGH: Yes . 

H.U.JR: And then he has the same figures that we 
have. He uses the same ~eee aa to what munit i ons production 
will be, so there is a d1fference there of twenty-f1ve or 
thirty billion dollars that we have got to get down to . 
Everybody be thinking about that . He has been worried 
about it, and he gave me a long treatise on the war. He 
thinks the war isn't going to last more than a year. 

But the thing is sort of getting around to the fact 
that - go to Detroi t and talk to the people, and see how 
they feel about it . I called up this morning and tried 
to get a date with Reuther. That is ~bat Gilbert will 
say at a big meeting, but he also is doing a lot of guessing. 
lle hasn't got anything other than a year old from the 
field as to what the family budgets are. But be also 
says that he feels that the prices are going to go up, 
and you can't hold the line. 
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WR. PAUL: When he says that, it is not because we 
have too much spending power, it is because there is t oo 
much political pressure, So whatever we did, the prices 

would still go up. 

H.AI.JR: It all boils down to the f act that eight 
billion of taxes is t oo high. So I ca.me back after boxing 

the compass to where I w•s yesterday; and while t he Wagner 
thing may be too tough, it is at least socially correct. 

'.1-hile it may be too tough to take that much, I would 
rather move in that direction than I would on the si x 

billion dollar tax program, becau se si x billion of forced 
savings - I think I am on much safer ground. 

MR. GASTON : I don't think from the fiscal point of 
view it makes much difference - if you are for the benefits 

and post-war relief, t o my way of thinking, it doesn't make 

a great deal of difference from the Treasury standpoint 
whether the revenue to support the benefits comes in income 

taxes or ~ay-roll taxes under the ~agner plan. In fact, 
what we dld in 1939 indicates that we leaned toward general 

taxation to support those extraordinary benefits rather 
than the Wagner taxes, but I don't think the two can be 

combined. It seems to me that our positi o~ ought to be 
that we wa.nt additional taxation in that a'l'ea - in the low 
and middle groups - in aome form, and not above a certain 

limit - within certain minimum and maximum l imits - but 
you can't double it up. You can have so much of one kind 

or the other, or a combination. 

MR. ~lUTE : With respect to your first point, Herbert, 

I think it might be pointed out that the benefits which 

are payable after the war under the Wagner plan are far 
less than the taxes, and in that sense it is different 
fran f orced savings . 1na t is the point that Randolph was 

making. 

MR. GAS~~ : I am afraid, though, that as t~e Wagner 
plan leans toward the actuarial scheme of c~put1ng t axes, 
and, therefore, having crossed that hurdle 1n 1939, we are 
not goi ng to get very far in stra.igbt pay-roll taxation 

to support benef its. 
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MR. BELL : Are you going to try to get the benefits 
without the taxation? 

MR. SMITH : Did you see the Gallup survey on tbat'l 
The Gallup survey pointed out that the public was pretty 
much for the six percent . 

H.M.JR: Well, what I was going to say was this, 
Randolph - I would like to find out - you can't do it 
between now and this afternoon, but you can find out 
between now and next week - really find out from labor -
not just a fellow in Washington sitting here - but let 
them go d~wn to sane of the locals and find out bow far 
they will go in supporting the Wagner Bill or a modifica­
tion of the Wagner Bill . 

WR. PAUL: I can do some of that . I planned to have 
a meeting with s !ot of labor leaders in Chicago Monday. 
The CIO is away on a vacation; you can't do much this week. 

H.M.JR: Labor may say, "We a re perfect ly willing to 
have so much taken out of our pay roll, but we are not 
willing to have our taxes increased. • 

MR. PAUL: They may not, but I would like to do it . 
If they say, ~e will go so far in supporting the Bill, 
but we won't take an increase, " then again we have made 
progress. Then we will at leastknow where we are instead 
of guessing. 

I£R. CURRIE: Thet is r ight . That is an excellent 
suggestion. 

H.M.JR: I would like to know, and not just from a 
few fellows here at the top either - they could go out and 
send out questions to locals, get shop foremen and shop 
stewards, have a couple of discussions , and find out how 
far they will go in publicly supporting addi t ions to the 
pay- roll tax. 

MR. PAUL: I will collect same information. 

35 

Regraded Unclassified



- 12 -

MR. BELL: There can't be but one answer as between 
the Social Security on their part and taxes, I t seems to 
me they ought to go to Social Security, because they wi ll 
get some benefit . 

MR. !LOUGH: A great portion of that increase is to 
go to healt~hospitalization, and other benefits; the tax 
will be anti- inflationary only for the first year . 

H.M.JR: Just a minute, Dan, nobody has put the 
question to them, "Supposing you can have either?" That 
i s my point . There are really three, a very powerful 
canpul aory saving, some taxes and some compulsory, or 
have a very strong Social Security program and continue 
on the voluntary. I mean, I would give them alternatives , 
That baa never been put to t hem . 

MR. SELL: I thought it was just between taxes and 
Social Security . 

H.V. JR: Let him do the questions like he di d for 
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us here , Then let him come back with information , not 
just wha t the Washington l eaders of CIO have to say, but 
put it up to their shop stewards. Have a couple of meetings ­
the way I attended that one meeting - have a two-hour 
discussion, and I think we can make progr ess . I don't 
know how they feel; I have got to guess. But all this 
is going on assumption - somebody will go along with you. 

The net to the Treasury, aa Gaston said, will be 
just as good. 

MR. BELL: Just ae good in terms of money, bu~ not 
just as good from the fiscal point of view of keep1ng 
aown the debt. or course, you get more taxes and payments 
from the second year . You get some gain . 

. MR. BLOUGH : Oh yea, but about half ~f the increase 
1n taxes will be in t he second year and w1ll be offset 
by Government expenditures for hospitalization and that 
sort of thing. 

MR. GASTON : It might be very timely. 
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lffi. BLOUGH: I am not objecting to it at all. 

MR. GASTON: I am just making tliat suggestion that 
it might be defined. I don ' t think they very clearly 

defined the issue on compulsory savings; I don't know 

whether you want to or not. It seems to me the issue 

is not one necessarily of justice to the compulsory saving 

people - I don't think that they would say that if you 
are to make compulsory useful you have t o have compulsory 

savings in denominations of twenty-five, thirty, or thirty­

five billions of dollars in order to replace entirely 
your voluntary i ndividual subscriptions to bonds. 

The real question is not whether a lesser amount in 

compulsory savings - six, ei ght, or twelve billions - would 

admittedly give you money from peopl e who are not now 

voluntarily subscribing but the question is ~ether a 
moderate compulsory savings is likely to increase your 
net tax or not, ~nether it will actually supplament your 
voluntary landings or tend t o put them down or do nothing 

for you, and I think tha t is the point where we break. 

I am inclined to think that these moderate compulsory 
savings will so tend to hinder the voluntary savings plan 

that there will be no net gain . 

MR. WHITE: But why use figures such as were suggest~d 

this morning that in order t o get a net gain you have to 

have a compulsory savings plan of twenty-five or thirty­

five thousand dollars? 

MR. GAS TOll : In my mind, that 1 s not the issue. The 

issue is whether a compulsory savings plan in a l esser 
degree would actually supplement an increase in your net 
tax, and reduce the purpose of voluntary subscriptions. 
O.K., we can wai t , and so on . ~at is the quest1?n, wh~ther 

it will be three billion, four b1llion, five bil~1on, s1x 
billion, ei ght billion , ten billion, or twelve b1llion. 

I am inclined to suggest that the resistance you set 
up will make a compulsory savings program in that range 

' 
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practically useless . I doubt if you will have ln:j net 
supplemental figures in your borrowingsi and I thin.k you 
set up t remendous resistance to your vo untary plans. 

MR. SULLIVAN: Mr . Secretary, there is one set of 
fi gures I would like to see . I think i. t would be very 
helpful if we could agree on how much compulsory savings 
we need to accomplish the same result as we woul d 
throu.;h a heavy 1nfluenced voluntary savings . 

MR. BLOUGh: We can't agree on that • 

.l.!k. SULLIVA!I : \~e can certainly agree within a range. 
I would like to see a set of schedules ~orked out and see 
~hat it does to the fellow in the two thousand dollar and 
fiv e thousand dollar brackets, and see how much of a 
sock i t would be to him if this were put through on a 
compulsory basis. 

H .J~ . JR : I think Lindow has that. 

MR. SULLIVAN : It stands to reason, Harry, that the 
big wallop has got to be on the little fellow, because 
the rates are so very high on the big fellows under the 
present tax t ha t you can't double them, and you can ' t 
triple the~ . So you add it to t he little fellow to make 
up Tor the feet that you can't make it up from the big 
fellow. 

We are all astonished at these figures that Randolph 
read on the increases under the Wegner Bill, Which would 
raise the six billi on dollars1 but those figures are very 
much smaller than they would De under compulsory savings . 

MR. GASTON: I think we would make some progress if 
we agreed that the compulsory plan cannot substitute our 
voluntary plan. We st1ll have to have same v?luntary sub­
scriptions from individuals to maintain your 1ncome •. If 
we etart f rom that basis it is pretty oertain you at1ll 
have to carry on your campaign for funds. 
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The question is, will it be, or will it not be a 
supplement? I think sane caDbination of figures such 
as John suggested might be very useful fran that st and­
point . I am inclined to think you wi ll get some money 
from people who are not just coming in under the voluntary 
plan, but I am inclined to think that in getting that 
money you would set up same handicaps and cause such a 
great amount of switches £rom presen t investments and 
savings in order to meet the compulsory that it won't 
offset what you would gain by your supplemental compulsory 
plan. 

WR. SUITH: In that connection Beardsley yesterday 
in his speech said that we were going to have twenty 
billion dollars of excess money instead of forty-five 
billion . The ~•Y he got that was by assuming our present 
bond sales would be maintained as no~al savings . Be 
just says what we are selling in bonds is nonnal savings 
and will go on regardless, which I don't believe. 

MR. BELL: Twenty-five billion normal savings to go 
into bonds . 

YR. SMITH: Figured at tbe present rate of selling, 
plus what is going into the banks, which m.akes twenty-five 
billion . 

YR. W~ITE: I thought forced savings was out . We 
all agreed that there was going to be no discussion of 
that and no policy made with respect to that. 

MR. GASTON: It is bound to come up, and I thought 
we might have a little clarification. 

H.M. JR: Well, gentlemen, am I stopping anybody? 
All I can say is this, that I think we will ~o ahead thie 
afternoon with the letter . I will rnake myhttle statement 
provided Harry and Paul remind me. Then I would very much 
like Randolph to get just as much through AF of L and CIO 
down to the shop steward level, and if possible, from men 
on the bench. Give then certain alternatives in a way 
that they can understand it ao that the man in local union 
number so and so can conduct a discussion and get these 
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people asking questions , If necessary, I think it would 
be darned good for one of our men to go to one of these 
local unions and stand up there and take these quest ions . 
I will go to one myself, I will agree to go t o one right 
now. h~ going to Pontiac was the beat thing that ever 
happened. 

I would love to go to a meeting and sit ther e i n the 
back for two or three hours and listen to these shop 
stewards and these questions, and so forth . I will go 
next week. I would love to go next week and listen to 
it myself and get it rignt from the bench up. I mean, 
you say we can't get support from Congr ess; granted , ~e 
can't get support from the Board, ao the only nlace we can 
get any sup~ort for a thing like that is from labor. Why 
not let 's f1nd out what they ~ant . If it is good, let's 
get together on it . 

MR. WHITE : Right , 

• H.M. JR: Let's get together with 
politics; t hat is practical stuff , 

them , That is not 

,. 
MR. CURRIE: That still leaves one question open, 

J.! r , Secretary. 

WL BLOUGH : They • nt the moon with a ring around 
i t, and tha t is what the/ will tell you - labor. 

H.W. JR: That means rain . (Laughter) That is what 
I want . I want a moon with a ring around it on my f arm. 

MR. GASTON : I waa about to say, "Don ' t they all?" 

H.M.JR: At least let ' s find out, 

MR. BLOUGH : I agree; I think it ia an excellent 
i dea, 

H.M.JR: We were talking - what is the average family 
budget? We don ' t know, ao let's find out. That 11 why I 
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am for these meetings. It makes me think; it makes every­
body else think; and we b.ave sanetbing to go on rather than 
all of us doing what we honestly think is best without 
getting down to the grass roots . 

MR. BLOOGH: I do.n' t think anybody in this country 
wants higher taxes, ~!r. Secretary. 

MR. PAUL: We have one - a poll - eighty percent 
don't want it. 

loiR • \',HI TE : 
taxes. 

MR. BLOUGH: 

MR. PAUL: 
an OVII polling. 

There are a lot of us who want higher 

. ' I personally wouldn t want higher taxes. 

Vie had five thousand questionnaires in 

MR. 1\HITE: What did they think? 

MR. PAUL: Eighty percent against any increase . 

MR. GASTON : We had a meeting in Cedar Rapids in 
which a man said, ~e ought to have higher taxes,~ and 
they applauded him. 

H .~ . JR: tbo was that, Herbert? 

MR. GASTON : He was a banker. I forget his name. 

MR. PAUL: He meant taxes on the other fellow. 
(Laughter) 

MR. BLOUGH : I would like to follow my statement up. 
I think the people of this country can be made to want 
higher taxes . 

H.l.l.JR: Well anyway, I think we have gone as far aa 
we can up to this afternoon at four o'clock. Will you be 
ready? 
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MR. PAUL : Do you want me to conduct the meeting? 

H.M.JR: Yes . 

MR. PAlfL: O. K. 

H.M.JR: Any afterthoughts? 

MR. CURRIE : I am a little bit puzzled about what the 
real issue here is as to Social Security and income taxes 
in the lower brackets. 

H.M.JR: I wanted Paul to set up a number of cominba­
tions, Social Security and taxes, a number - let them 
think up some combinations afterwards. Let's find out 
what the fellow in the two, three, and four thousand 
dollar - f rom two to five thousand dollar working class, 
v;orking at a bench - how he reacts to it, that is all -
a number of combinations. He may put up four or f ive 
com bin a ti on s . 

MR. WHITE: You can meet Roy's point by asking - assume 
that the choice is not between no increased payments and 
some increased payments, but rather between 1ncreased 
payments and a combination of forme of increases in other 
forms . 

KR. BLOUGH : That is right, you have to put it in 
that form. 

H.ll.JR: We all think here that you have to have 
increased taxes, but just how much - there is a he~l of 
a lot of difference between four billion and six b1llion . 

MR. CURRIE : I was just thinking of those earlier 
schedules he read on those low brackets, whether you con­
sider the increase in taxes and payments--

H.Y.JR: If there is nothing more, let's meet at 
four o' clock. 
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Mr. McNutt 1e out ot the o1t7 until about 12:)0 toaorrow. 

Who 1 a there' 

Juat a a1nute. (Pause) Mr. Lawrenoe Apple7 1e acting. 

OkaJ. 

W111 JOU talk w1 th h1•' 

All right. 

Hello. 

ltr. AppleJ. 

Hello. 

Hello. 

Morgentbau epe&king. 

Xee, Mr. 8ecretarJ. 

): 21 p.a. 

Mr. AppleJ, I vaa up laat l'rida7 1n Buttalo and I vent 
through both Curt11 and Bell, and While I don't pret end 
t hrough one Yiait to know all the taota but I wanted to 
get to Mr. McNutt the thine Which he a&J or aa7 not know 
tb&t the7 are 1n a Yery tight labor e1tuat1on up there 
and I'•e oheoked ay taota and unleae eometh1ng ie done 
there the plane production in both Curti• and Bell troa 
now until the t1rat or tbe year ia going to ateadily tall 
ott. Both plante are ehort or help. (Pauee) Hello. 

x ... 

It'• really a •er7 critical 11tuat1on. Both ar e aakinc 
planee vh1oh are terribly 1aportant and I don't know all 
the taota but one ot the th1nce tb&t I- i t you don 't 
a1nd ay aaking a euggeetion tor your oonaideration - 11 
tb&t they are lett1nc aen be dratted troa both plante and 
it - until they ge t the thine e t raighteded out, they 
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aight freeze the 4rafting o f people t or e1xty d&Je- it 
woul4 help thea to get turned around. 

Yee, well, I - I 4on't want to bore you with too long a 
etory - I just want to eay that t hle ie our Number 1 
problem here •• •• 

Yu. 

•••• and one that wae a little ac re eerioua va e on the 
Pacific Coast • • •. 

Yu. 

•••• an4 we eent General Herebey out there and have 
et ayed induction t or - until October let •.•• 

h e . 

•••• and are now- r ight now- ooneidering the necessity 
ot doing i t in several o f the other epote. 

Ye~. 

Now, in Buffalo the ai tua t i on Witb OUrtia and Bell •••. 

Yeah. 
':! 

•..• ia a particular ai tuat i on and ve bave aake4 tbe 
procurement agenoiee and WPB there to t ell ua exactly 
bow to allocate l abor and wbere to allocate it .••• 

Yeah • 
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•••. and they have bed to give ua a priority in Buffalo 
beoauae ot the abortage. Ther e Juat ien 1 t enough labor . 
'!bay need everybody - and Ourtil and Bell were hel d up 
on eoae ... 11- parte aanufaoture until aome of the eaall 
plant• got aoae help and i t' a an over-all ei tuation whlob 
we are trying to •• • • 

Yeah. 

•••. break loose right a t thla .oaent. 

Well , I aay, I don't a ttempt to know - I juet got the 
thing on tbe ground a nd I thought you'd be glad to have 
.,. i8preuion. 
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We oerU1nl.J are. 

And part icularly, I d1dn't- aa the Preeident aaked ae 
vbat .y impreaeione were and I told bim. 

Ub bub. 

I aa1d, 'Do you r eally want to knovt• And I told b!•. 
X ea. 

And I thougbt JOU 1 d like to know that. 
all poeeible- I don ' t want to preaa­
thia eiXtJ da71 determentt 

Well, I'd aa7 1t ia poaa1ble. 

Xeab. 

Nov 1a 1t at 
to gl ve the• 

Nov , vbether or not lt la advisable ie alvaye a queation 
ot many r aotora ••.. 

I apPreciate that. 

.... ae you migbt know. 

I appreciate that. 

Some ot theee aituationa are very d1tf1oult ••.. 

Xeab. 

•••. and labor ien't ut1li~ad the va7 it ought to be •••. 

Xeab. 

•••• or avail able people on the labor market a.re not 
recruited. Some 1nduatriea, aa J OU know, get rather 
particular in the kind ot people the7 vent •.•• 

Xeab. 

. .•• and I'd oertainl7 ea7 th1e- that it the oirou•­
etanoee prove on our preaent inveatifation to juetitJ 
it aa it ia on the Paoit1o Ooaat, ve 11 do it. 

Well, ia i t -would tbi a be a .. tter ot da71 oostn& 
to a deoia1ont 
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Uh- I - when JOU ea7 da7e - 1~ a1ght be ~he r ee t ot 
~h1a week , 7ee. 

Xeab. Well, would JOU a1nd when JOU do aake up 7our 
a1nd one way or the other to let •• know? 

Xou bet I w1ll. 

And I hope JOU don't a1nd •1 calling J OU. 

Well, I apprec1a~e 1~ Yery auoh becauae we are anx1oua 
to get all angl ee on the a1 tua t1on. 

Well •••. 

I'll le~ J OU know Jue~ aa aeon ae we '•e decided what 
we oan do on 1t. 

'!hank you eo auch. 

Xea, and thank JOU t or calling. 

Good bye. 
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I!NJr: 

Opera ~or: 

HNJr: 

Operator: 

HMJr: 

Operator: 

I!NJr: 

Oeo. M. 
Renchard: 

HMJr: 

R: 

R: 

HMJr: 

R: 

IIMJr: 

R: 

Hello. 

Mr. Welle• ie expected tomorrow. 

Auguet 18, 1943 
}:48 p.a. 

Well, get me Mr. Hull and i t he 1 e not there, I'll t alk to 
Mr. Stone. 

All right. 

Pleaae. 

Go ahead. 

Hello. 

Yea, air, Mr. Secretary. 

Mr. Ranchard, I want aome help trom Mr. Hull. I ' ll t ell 
:rou what I want. For our Third War Loan •••• 

Xea , air • 

•••• I'd 11ke to ge t trom England aome people who r eoentl:r 
eeoaped trom oooupied Europe - aome Frenchmen or Norwegian• 
or aome Czeoha o r somebody like that who could come oYer 
and go around the oountr:r a nd tell the people in thi a 
oountr:r how the Germane treat thei r people, you aeet 

Ub hub. 

How, do you auppoaa that Mr. Hull could get ott a cable 
tonight to Mr. Winant to corral a halt a dozen or dozen 
auob people who could oome OYer a nd bring hoae to the 
American people what the Oeraana are doing, :rou .•eat 

Ub huh. Yea. I '•• read reoentl:r there a re a number ot 
tboae people oYer here. 

Well, I wanted aome that came out recently. I don't know 
lfho to go to a nd I waa thinking that - :rou eee, we need 
them by the tiret week ot September. 

Yea, air. Well, may I sake thia auggeetiont I ' • wondering 
whether theee mieeiona here auoh •• Ambaeeador Fotitoh and 
the Free l'rencb - the l'renoh Committee ot National Libera­
tion - peopl e like that would ba•e people here alread:r 
that would aa•e :rou that t r ouble ot bringing them o•ar here. 
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Well , have you got aomebody that you could designate to 
call these people tor aef 

We 'll look into it, Mr. Secretary, and call you back. 

Could you move fairly fast on itt 

We 'll do the very beet we can. 

Because we •••• 

Aa eoon as possible. 

T1<~e ia abort. 

Yea, air. You eay tne tirat week in 8eptembert 

Yeah. 

Xes, '11r. 

And I want the people who have reoently come out ot 
their oountriea to get on the pla t f orm and say, 1 'l'hia 
is the way the Germane are treating our people. • 

Uh huh. 

Beet 

All right, e1r. I'll look right into it. 

And you'll let me know. 

Yea, air. 

I thank you. 

All right , eir. 

Good bye. 
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(The follo~lng ~ddreoa ~ Randolph !. Poul , O.noral Cnunool ot t he Tree~r.r . 
before tho American Academy of Political and Social Sclonoo, Philadelphia, 
11 ochoduhd tor delivery at ~:15 P.ll. l atttrn Wor Tlmo. !.!ond!!;( , !lo....,b!t 30, 
1942. ~nd II tor rel.'!_uo at t het time.) 

!'ISCAL POLICY AliD nm.AUOII 

Stabl l ltatlon or prices l o eooentlal t o t he efficient workift« ot o .., 
eeonO'O;'. Tho r h in« coot of lhlft«, which 1o a alp at lnotobtllty , hao been 
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a aou.reo of mejoJ" c oocern tor c.any montha. ...C.C?M"rJ!J\ )lea bad tbe trob1eaa \UXSer 
conolderaUoc almoot oontlnuouoly dnce tho~941. Ito f i rst di rect 
action took t he f~rm or the ?!rot Price Control .let. lllldor • hlch tho Office of 
Price Adml nl atratlon eotabllahed e••• al nrlce colll~•· Tho nroblcm ot 
lnthUon • •• conat nntly in t ho background • hlle the Re• enue Act of 1942 wao 
tokl~ f orm. Another frontal attock on lnflotlon • •• mode two mootho ago by 
Consr••• In Ita ocaoese of t he Second Prlco Control 4ct end by the Preoident In 
crc•t ln4 the Off i ce of !Conomlc Stabll l eotlon. 

3ut t ho bottle ogolnet l nflotlon will not be '!On 1nthout the cnoctmont of 
moeeuroo more fundament al t hon any yot ~dopted. I t wi ll not be wnn without 
hcOYy rolloaco on ttocal wcopono. Prlc.• co llin~• on4 wage c~ntroh. ~ 
t hcmaolvea, will check, but not hol t, the u~nrd couroo of prices. Price end 
•n,e control a will bo auccesoful only If t~/ ere buttreoocd -Y flacel moeaurca 
doalcnod to r eatrlot civlll•n spend!~ eA4 there~ t o rolle~ the trcmendout 
'Or('eeuro ot conau.'ller purcM sing power on prScea. Such mefl.eur• a !lre f D aeann\tel 
.. n o! • COlOI)to~.cno1..., "ntl-lntl otlon procr .... 

"!hot t ))OOit lc merourea should bo r dootod h no lo~or o 11:{petbotlcel 
qucattoo t o be foc od In t he cUo f uture. It Ia en urcent orobl<!l which Ia tully 
ucon ua. Tbo Yntt •oluoo of ectuol 1111• petootl• l anendl~ belft« gcncr eted \1:1 
totol ~~r cf~ort thr eet ena t o olny he• •e wi th nrlco col lin«• end ec~nomlc 
otoblllty . One ot tho moat orooaiDtt proble=a confront !~ t ho n"" Cootre .. • bon 
H C ODYOD~I 0 mnoth ht:nce dll be tbet Of dTnftlog II flacnl OT0 $£1'.111 t o lle<lt the 
no<da o! -.r. Tho pr obl em bef ore Co~reaa will not be moroly how to !lnoeoe t bo 
~or, but how t o do It In on e~ult oble ond antl- lntl otlonnr.r .cy. TboTc l a no 
cucatton but "bot tho nr !!ll bo tlnoncod. ':ho llll• lmp<>rtant laoue Ia tho :zw. 
nnd moona ot ! l nonc l ng. 

fnnlsht, tbon, I addreoo ~ remcrke or lmor lly t o t ho tl•c• l ~·~· ond me~aa ~t 
c•nl~ • lth intlntl~n. !ut to aet tbe otago tor thot dlacuaalon, I o~ld llko 
t ' •"¥ o te~ thlnge abm>t lntl•tl~n ltaol t. AD •nolyala ~t t~ ln!lotlon prnbltm 
r•oulroa c•na ldorotl~n of tho oroceaa t hot ~Toduoeo lntl et i "n, of tho o•lla t hot 
r ttcnd It, ~f t ho c•ldencc thot lntloti"D ezlat a or thrcoteno, oDd, !lnelly, ~t 
t he ttepo t h.t muat be te«cn t o oreYOnt lt. 

... 
• 
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1 nc>d nnt det ell t he nllt •t l ntl a ti"ft t r. tbie audience . Ita hlequlty, 

11 , cnollinooa bnth l n onaYontl~nel moaetery en4 i n actual ecnDnmic termo, aDd 
Its dllnr«onidJ>C effect oD t>Ur OO'D'IIIY durl~~g aDd attcr the war, are uDd"Ubtodl'l 
a!roCronl t n all of ynu. The D&ture nf the latlattnury proceao h cquclly lleor, . 
Then on oxecuhe ODd SJ'OWliiC IU'!'P:b' nf C~D-OJ' )lUfCMiliiC """OJ' ruehea t n e 
m.rkul hllviJ>C a veila) l o e tllrlDklJ>C aut>p:b' of cnno111110 r gnndo oDd l oi'Ylcoa, 
ln!lot!nn !a iD tho meklJ>S· lt may be us eful, bowo• or , t o c ite tho eYideDOo nf 
th•t proeeu 1D order to clarity tha uture ot tho meaouree that mutt bo ad"1>ted 
t • cnpo with !ntlotlnD. 

The Threat of tgtlatlnn 

The mnpltude of the inflationary threat for tho future h eTideaeed not .-
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muc h by t hn 1~ percent rhe in the c nat nf liviJ>C thst bee a lready token place . • 
durl~ the peat two yeara ea it 1o by the relet1NIIh1p bet,ecn the flow ~t JNr- • • 
chooln« P""Or and the •UJ>P:b' of a•allable e nnl1lllcr s oodo. The moat Ol>timhtlc 
eotlmateo !ndicat o thet not more t han $70 b!lli~n, at proaent "PFiceo, at con­
oumere1 S"nda end aenlcea wUl be e•a!lable t or pureheoo in the calender yea r 
1943. In tho eame pori~d, cnnaumoro will reee!Ye iocomoo t ntalllJ>C $125 b!llt~n. 
Pcronnal toxea nt ~derel, Steto e nd locol Onyerumenta, lneludins the texea 
l ovUd under tha Ro9enue .let of 1942, "1!11 take ow4'f not more than $15 billi•n 
o f t hia """WI'· Theref ore individuela TTill have ab<>ut $110 b!lUnn at their 
d!oposel, o.r at preaent prices about *'0 billion nver end above the oupoly nt 
t~~ds and eervlcot &Yallable t n meet e1v111an 4eea~e. 

That ~ bUHon h the inflation potential frnm 194:3 Income. Unleu mueh 
of I t 11 "1\hdraom nr ii!IIIIObUhed, tho ruah ot apon4lns pn'ler t " the IDiltket 17111 
brenk thr-ugh prlee ceillJ>St nD a breed frnnt. Black marketl 'llll muohro"m: 
evellnn aDd dealer tavnr lUam wlll becnme c om ol>pl&eel aDd empty abel•• • end 
l llcsltlmot o protlt t ~111 bec nme t ho order ot the d4'f, In aucb a altuatlnn 
dhlrtbutinn of t he ehort aul>J>:b' nt the IIOCoaeltlea ot lito TTill be ""' tetul 
ond Inequitable . CnmpetltinD t o bUf tho meane r.t l lwlng ~1 11 bo reduced ' " a 
dlonrdorly , time-consuming eeromblo, nnd g~~de will gn nnt to t hnoc w~ need them 
moot but t o tboao .,lin arc loaat bnund by Umita ot tlme, mnDey, and ocruplea. 
Severo herdahipa ~ill be eutfcr ed, eopeelell7 by temlllee in the low inc~e 
gr"upa. 

Tn aef csuard ageinet the chaoe of iDflot i~n. cnnaumoro must be Induced, 
, het hcr by addltlnnal taxat i rno ~r bW ~tber maoourea, tn retrain from ependln« enme 
$40 billion, nr •• r ut nt evoJ"f $11 nt income ct the ir diepnaal after payment nt 
exht!ng tuea. 

Fl ocel meaouroo are iDdiepanaoblc i n moo ting the threot nf 1ntlat l'.n, 
nert ly becaus e they tlertnrm cert&ID tuncUont l!!ll.lt:. than nther moaauroa, but , 
""" Important, beeeuae they dn e J nb that nther c nntrola ~ do. Toxeo end 
othe r fiaccl lnotrumoDto ~b1eh aro tax-like In their degree nt cnmpolalnn otriko 
at the !>UJCbaoins J>O"or r~ot ot 1ntlnt1on. '!'he eatablh!Jnent Df tlriee collings 
reeloto t he uperd preaeure of pricea by JNObiJ>S do.., on them frM abo..,, 
Re lief nt the upnerd oreeaur e 1taelf ie c vitol port ot t ho anti- lnflotl ~n 
1>togrllll!. lfnge cnl>tl'<'ia eDd fixed farm pricea otter J>Ortlel r oltet by pr e• entiJ>S 
the creation ~f •~me purcbaaiDC power. 
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Bot conotant wage rat eo AD4 cons tant f arm priceo a r e not the ta=e tbiag 

01 constant t ncocoea. J'arm income h a fUnction not on}¥ or farm -pri oeo, but 

eloo of the ..olume of tam goodo IIIAI'lceted. lfago iGCoa>e 1o a tuDCUon GOt 

01117 ot wage rateo, but aloo of the t ota.l ..olume of all!))lOY'IIeJ>t and of the 
..,1...., et eech •ega lenl. A. t he 'n>luooe ot farm outJ!Ilt roepol>do to 
-!Utary daando, farm income 1till grow apace repl'dleeo ot price controlo. 
And t he lengthening or worldnc bouro, the up-grading ot 1t0rlcero Into hi~er­
·~ge Jobo, end the employment of more women in induotry, will ep«WU greater 

total wage onymente e<rOn in the taoe of rigid wage rate cont r ola. Direct 

control of form price• and wage rat•• dooe not prevoJ>t the oroatlon of an 
o .. rtlo• of purchaolng po"or. Tuation and related !heal moaouroa muet 
otep In to Impound auch opondiag power botore H tlo"o t o tho lll&l'ket. 

~~ role ot 'rOluptarr eaYi¥ 

Voluntary oa•lngo will do )l'lrt of t ho job thet controntt tieca.l policy. 

9uch savlot;e are DOW being modo at an unprecedented rate. Durlot; the eooond 

ouarter of thit year they wore running at an ettimated annual rate of $24 
billion, or apl>roximatel¥ twice t he rete tor the some quarter of 1941. Tbio 

rapid acceleration of &avingo c&nDOt be attributed oolel¥ t o t he large IZ>­
crot.oe In lndhiclwl.l inoomeo. lD con81dereblo port, it 1o duo to a:a%1Jcuzo 

price ~gulatlons and to the Inability to buy automobiles, retrlgeratore, 
ond certain other consume r goode. The hftrd !nota of wnr whiob pot ~ 
«oodo out of tho reoch of clvil i ant provide nn nlmoat eutomntlc otimulua 
to oovinga. The c ampoign tor reduced spending carried on In connection with 
lhe olle of war banda baa been anot her potent Inducement to s reater aavi ngo. 

Increased ae'rint;a have been expreaao4 111 a sl"owin& -.olu:e of &o--veru=ent 

bond "OII.rcheou, inourance p reaium PA7'11ento, curron <;r end dopooito, debt ro­
oayn:eoto, and the like. llhether thil vol"""' can continue to gro" during 1943 
In the !ace of heavier taxae and the hi gher living coste ia open to oueotion. 

l lthout strong s overnmental ection It 1o doubtful that the rate of caving in 

1943 can be oaintained, let alone , i ncreaoed. Tot, if consumer epondlngt 
ore to be b~ht into line with the •alue of eupplleo available at preoent 
prlcu, ~;ove""""nt action muot illlmobllbe $16 billion of conNIIer inc...., i n 
1943 over and above the $24 billion call eat rate o! ooY!ng. Ol:lr !heal 
nollcy muat be fromed •1 t h thet end in view. 

Grqoa aavinge of $40 billion out of nsxt yoar 1 o income• wil l, of oourae, 

not tufflce. 'thooo consumer 111vlngo muat be !!Jl, that io, they mutt total 
$40 billi on after taking ecoount of the feet t~.at aomo people will eat into 
I hair '""ingo to ~~~aintaln current conoumption. l t , tor ua:Dplo, aome poroono 

dr.., do1m their oavint;o to the extent of $10 billion, othero will he'I'B to 
••vo $50 billion to gi'e uo net individual oavillll& for the econ~ ao a 
•hole, of $40 billion. 

llthougb a hi&h rate of oavlng 1o an etteoUve det errent to inflation, 
•ovlngo are not an unoi xed bleooing. The tund of capital aooeto which reprooent 

""<'lalllated oavtnn ia ltoelt a dangeroua pool <>! potential conNIIer purcbatill& 

pown. 'l'he $13 billion of Ulllted Statea SaYIGgl !ondo could be preoentod for 

redemption on abort notice. Billion• of dollaro of other oeouritleo in tha 
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In -ag i O« floeel ~•r on inflation, additional taxeo con and muet nlay a 
oro:nlnent oort. "fe can luon\ly luove begun to reach tluo aCOilCC!Iio limite of 
taxation and It ~ould be or~er folly to abandon taxoo ln favor of Ito alterna­
ti ves. In t ho ~ lthdra~el o! exceoelva purebaolns power taxee r~ve three 
l~ortnnt advant08tt over alternotl•e moaoureo. 

t'lrst, tuot l on rodueee the need for oootly adtll l nhtratl•e eontrola. 
It l o oxeeaolvo money ln peaole 1 o hondo tbot ocoeolono many of thoo, contr olo, 
rvee thua reduce the o•erbeed ot '"'•rtime government end lnerease t he free-dom 
of lndlvlduoh. 

Secon1, toxeo reetrlct the eoo~letlon of publ i c debt , and tbus eeoe the 
• robl""' ot ooot-"or debt maJleg&:ocl\t. !11 reduoloc the l ntereot burden, taxeo 
che the 'loverrcent great er f!acal f reedom to c~co .. 1th tluo eeonooic nroble:te 
that ~1 11 arl ee In tho poat-\'!11r neriod. 

Third, ot t ho oo:e tioe that they aid i n prevent inc wart ime lntletion, te• • • 
at r ilce ot t ho rooto of pot ential nor1-lfar inflation. It conoW~~en , e apecially 
thoac In tho mi44le end l<r'er lnoor.>o groupo, acoUIIIUlau ~~:reat ouant1t1ee of ""r 
~onds om! othor foma of • • •lnge, there mn;r bo • dancorouo eurge of !'llrchoo1ng 
.o-cr lmmedit.tel y •ft er tho ~•r. Peonl o may redocm tteir bonde and expreoa 
tholr JlOI IOonod c1omando In auch 'VOlWDc th• t tho ri, id controla ot "nrtlmo may 
hovl to bo oxtondod Into po ocot!me . Inaofr r ~· toxoo fnc111ta te the rcmovel of 
orieo nnd rnt1onlng control• ct tho end of tho wor, they help r oetoro the !roo 
<<l'ne<ey ~ oro fighting to rcto!n. 

Notrylthat nnding tbceo t e l ling odvontrgea, it ~ould be highly unreel1et1o 
to r ely on t•xe t!on along trRditionol line a to nboorb~ho ~ exceee of 
cl•i lion opending ~h!ch threetcna runo~ny !nflot!on. !von o doubling of the 
ur<a•nt liS billion of p<:reoMl IDxea '!ould t oll f or ohort of the goal , for It 
•ort hing lilco $15 bill i on ot ue~ ncroonal taxea ~oro enacted, t he lc~l ot 
v.luntof7 l ftYi liiJ:I mould eu re\1 feil bolo~ tho eurr.nt l evel ot $24 billion 
•o:ruol ly. UMi dod by nt her !heel ""'"aureo, porannal tnxce ..,cruld hcve t o be 
increaood by -ore thrn $20 bill i on t o coapl c t e t ho aboorpt inn nf $40 billion of 
<xocu opendlnc ,..,or. Such c ..,l=e or t < xea oppo• ro not tn b~ pol1tioellT 
f t eoiblo end may not be cconocdcolly deoircblo. Ot her aooou"'e l:lllOt be odont ed 
t• rootr ict ooondins. 

Tb( r oot riotion ot IJ>GD4ing 1o, ot coureo, " by-p rnduet of nrie o CMtrnl 
ond opeeif!c com.,lldlty r et1Mloc. '!!ut, oo " " ll<'._ not od, price cnntrnle eonnnt 
"lXlr•.tc ouecoutully .. !thl>ut 0 divere!on of wrchoolnc 'Power from eonoumcr 
Qrr<oto. 4l t hoU«h O'Vontual od~pt!~n of epoo1t1c ret!nninc on • wide ecole m~/ 
be noocuoey , t ho oxtcnelon of ouch rntlnn!ng euttlc!ontly t o cover t he bulk ot 
<On>llr.IOr oponding "ould be eoetly ond !rkorce . 'ifo muat l nnlc t o ot her mooaur .. 
1' octl o"" t ho noocu oey eurto ilmont of e~noum<tr opondinc· 

The 1rooeuey boa oxominod fnur general meoour~o, ony nf "Thich e"Uld ocntri­
~to •u~otnnt lelly In p rice 1teb11 1z ot1~n end t~ un oqu!toblc dletr!buti~n of 
the ~rt ou~ly ot civll!on gnode. Eneh ~ould oleo g!vt oubot •ntiol direct or 
1~troe t nea1at nnce t f\ flnaDCt~ tho ~nr. !boae tour motlaur~Ja ere Ct'leJilllt\f7 
lon11ns, CI'COJNhol'7 .. vtoc, expenditure r a tioning, oDd expenditure taxl't!on, 
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., hlch 1 ehMll~ like t n diecuso "Tith you tonight in thet order • 

.-,f\mpula<'ry Lending t'nc\ Ct'mp\ll8()t'Y So.ving 

There is a marked tendency in current d1acuee1on to uee the terms 
"comt)ulsory l~nd1ng1 , 11compu1Sory saving" • "forced loana11 , And "minimum eavince• 
80 i f they were interchangeable. Actually, compulsory lending is oulte 
different from compulsory saving, both in noture &nd in effect. The legel 
obllgotlon t o ~ to the Government en omount equalling e specified fraction 
of lnco~e, expenditure, or other beoe 1o qUite different !rom the legol 
obl1t rtion to e&ve o specified froction ot income. 3y drew!ng on previously 
cccumuleted esseta, ~n individual con l end to the Go'~rnment end yet not envo. 
Or, he lllig.ht 80Ve and yet lend nothing to the Government. 

A omell-acal o examole of compulsory l ending ie tr~ ooet-war credit under 
t ho Vlct or1 t ex. P.owever, the offeota egelnet such landing for vnrloua forma of 
s~vlng aueh as tho ~qymcnt of ineuronce prcmlume. the repnymcnt of debt , ~nd the 
Vflluntary purclv.1ne of el1g1bl o wer bonda eonvP.rt tho Victory t •x credits •ery 
lorgcly into on cxrunplo of C""'J)Jlleory saving. One abould note, oorheps, in 
citing t h!e cxomple tlv t compulsory es ving 011 oo modest ~ octile lo unlikely t o dn 
oorc then r eoloee • P"rt of voluntnrt •~ving. Both eompulenry lending ll!ld 
comnvlaor; aoving cen be mnde prngrceoive in their incidenc e tbr~ugb the uee of 
excmptinne and gr~dunted r nteo. Asauming tbet incom• ebould be uaed eo the beao 
r~r r1tho r mcnsure, ~no might , f~r 1netnncc, aet u~ a achedulo requiring nc 
l ending ~r, cl t ernatively, no s oving, fnr the firat $1,000 of tnc~mc rece i ved by 
~ msrrtcd pers~n wit~ut dcnondenta~ a.n nm~unt equal t o 20 ~rccnt nf the n~xt 
$1,000, And pcrhepe 40 oorc ent of the third $1 ,000, nnd ao on, might bo r eoutrcd 
... ithcr ae B C"mpulaf\ry lotul tn tbo Gc'lvl'rnmcnt, n,r &e a"\me type f'>t aovin.ga if 
enmpulenry saving wore ~d(\nted. Special pr~viainn fnr ti~ed o~mltmante nr 
cxtrao r~ lnnry exponeoa could bo made undor clthor mooeuro by ollo~lng offoeto 
fnr such thi~ os ~renn~l texua, rente, modieol expenses , debt repDy=onte, and 
the like. 

3oth plnno contribute t o tho control nf inflAtion In much the aeme way no 
t axntion, nornoly, by immobilizing tho spending ~wor nt the diepoeol ot C"'"~""''ro.~ 
Co~lonr,r snving Ia o more effective immobilizer t hen compulonry lending , PI wo 
t~he.ll 8 ()0 in n mNnont, but tho two instruments cnJ"Y e erta.in Cf'IIIV'Il'm AdvDnto~oa 
f'vc r tmmti~"~D. 

Tho t•dv•ntage moat urge ntly cl• imod f nr bnth c~leory l ending and 
C!'\mtrUla~r:y ePving 1a thnt , o.a comperod ~ith toXDtinnt~reeervce the incentive 
to ~orlc. Wnrlcers •ill bo mnr o will i ng t• work herder and longer If thoy t eol 
t~t they • re nnly t ompnrorlly deprived ~f the fruita of the ir labor, and thPt 
t hey may enjoy thnac !ruite efter tho wcr when gnnda •ro once mnre ebundont. 
S1milorly, the pr,mieo of futuro rowor de inbcront In cnmpuleor,r len~lng or 
c~mpulu~r,y aeving juat ifi~a e gr antor reatrictinn ~ crn~umptlon 6mnng the ln~or 
income groupo than ~ould be Juotlfied under outright toxotion. A third ad•ontage 
follo·•o from the flrot t , o, nlll!le}¥, that larger totol l eviea on ell income 
groupo become more Aceeptnble ••ben p pro011uory note h oubetltuted for • t nx 
rec eipt. Fi.,l}¥, the compulBOry lend.inc'nDd eovlng echemeo "ould creete o 
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ru~"• of tn.divtttual ourehl\alng 1>0•er for t he 1)C)It-war 'OOri od. 

Ia th• I!O!n6dlote job of reduclnr; civil ian opendl llJ, eompuloory lendl!ll! 
to likely to be eouoldc,robly l e•• effcctiYe t hno compuloory .. vl ng. Thlo 1o 
true boc1 uoP It I• d i rected to only one oepcnt ot e~vln;t ••hlle c ompuloory 
!o,·tn~t cO""'')rchcnda , 11 f onne of sl\vin_g. To D cona1derable axtent. espet:iolly 
.,.mon~t '1nu•·q i ncome group8, t he compuleocy lend.1~t~ obl1fJot 1on would be met out 
of rrecumulr•to4 MwingA or out ot curr ent 1noome t hat •nul·1 heve been saved 
•nv-•oy. ~nly thooo per aons "'hO did not nonnally •n., on,ythlng, d id not ho,·c 
c• nl\nl , ond could not obtai n credit, would be oompelled to reduc e •nendln~ 
lrt •n ,~.nun\ ~O r<'O)Y>tlll lng to their l en<ll ng. Since, In r;cnere l, It I s the 
~~~Bt 1ne~o r roupe ~ho eave l i tt l e , have t ow e ~ecta. on1 have limited c r edit, 
It I• c.~onr t hose grouno thnt the real lmpoct on conoumpUiln 'OOUld be concen­
·rnte~. It fol io~• t~t ~ny compulsory lendln, oche~lo would In ornct lcc be 
le<J• nMJ'TC!:IJr.1Y'' ln tt a Inc i dence nn Ct)Da\ll"rr.pt ion U"'n "nul4 n-ppcAr et f irst 
,.·l•ncP . 

~""'W!Mry uvhu:: 1e more dl N'et aod ooo i U··<• ln C'>l\trt>llin;; aonsumer 
s~n~ln,· thon ~!thor toxatlon nr coet>11lonry l cndlnj;. It In effect tells oco!)l e 
"Ottl(ht ho., much they eon ft'])&.nt! out of a giv-en lnenme, en~' can even be 
·rft~"'t 1\ tt\ o f)l') l nt -.her e t he spending rrf further i nore:uent s etf tncol!la "'tlul,. 
l>~ nrnhtbttet.. 1e hnve nnteri thn.t c'WttpU.lat'lry len,..i ng ret'!tli ramente ca.n be met 
by lloul~otlnG c rp1tnl ~nsets or 1r~W1nJ u~n n~rm~l aovlnge. T»xes can 
r-tol lorly bo ont~ rr~~ t heae e~uroea : h~ever , tnxoe, unl ike fnrced l nnna , arc 
r."t tt subRt ttut e !nr nt hor f "''rrns of sovtn~ : i f 7HJ01>1f' 'l'Tnnt to mai ntai n thei w 
eur~t"'~Ary r ll t t nf Poving t n the f aco of t tuc:oa, t hoy fml&t cut their snen·1 lnt. 
5"1 tnxoe v:tll mf"'ro eff\1Ct ivc l J" cut C~">nnum:cr opcn11n;,c thon c "''mpul~nry l~Jan& . 

C~em\lDnry Rnvln~1 hn~CV~r, i R D~t BUbjoC t tn t hO }onpholcs ~f liqu11ati~n 
~n~ eubetltutt ~n. It ftxoa n net anvinge roquirr~ont fn r o~ch t nenme roctn1ent . 
rh~t ~~qu1rc~ent c~n be m~t ~n~v ~ut ~r inc~e. n~t ~ut ~f tho eri e ~r con-
Y ... ra 1~n or l\l~tta. Tho .f'"''m i n t>!h1ch tho eavlne,e "'rl! hel .. i s ~&t{ricl fl O 

I"~ "' .[].! f"~m C'~n bo Ct'lnvcrt o"'. into currant awn~.t~. 'The vttel 'D" int 1& ~bt-t 
th·: ""'!:'~" t"'llara -"'u l"\ n'>t be C""'mpetitli ff\ r ~1.1 in the l"l~;~rk.::t. ~-e Go'v .. "''I"JCont. 
:~u1~ -itb~t r~~r ~r ln!lati~n apen~ nn e:~unt eou~l t o the tne~c t~un~c~ by 
•""Plh~ry oevln,;. ""r f l nence "nul \ be outOOII!t lcnlly dcpllfle~ , oloce 
h~"'er.t"":.ent 1n ""r bon'~ ""'O'al" be stimulate~ . c.n,. t he a:aretn of t~ble c~Mc Hy 
·oll"' be extcn..,e ·• 

ln ortnetole. tht•'l comrul sor;y attYiN' cnuli\ oro••1 4eJ C'l co:~orehen,; twc 
•olut l on \o tho problcn of Inflation. Tho toto! amount of con•um•r spcn' l ng 
O:f'l'll-' bt> o1tct!o' t o tho &'\'"niloblc supply of eon~um~r ;;oot's I'D~ f\OTY1ces. Thi s 
-o•!l~ b.J "'ona b:t r equlr l J'lti t he.t tbe '\i ff(l renco bo t.'.'fC\!n toto.l in .. i vi ••ucl income 
"n th•' ''nluo or ow1llobl c sun-olio s be 80' '0'\ i n ono form or on,thllr. 

" F.o!JO''<tr , comnul Rory a twtng 1a beect \'fi th 01 "m1nhtrt'tivo H.ffteult i oa. 
•Or, ly to l~blaln te th"t ccch ocrson ~\h e glvon IncOMe ohnll ocvo a opQc l fle~ 
r!"ount 1a not eu!'f lci ent . Nor i B a :rn.,wl ec-,go ot eech po rnon' • i ncome ony 
<~~•rnntc.> Of ouccooo . It 1a oboolut•ly cMJCIDl to t his J)lan to obta i n I n 
•"Ilion • lllllool:ot of ooch l n• tvt•uol'• ca-pite! J>Ooltton ot the b~gtn.11ng nn• 
• t~ •n•. ot t ho ne rlo~ I n ,bleb he """ obllget o• to oeve. SUet belance ohecto 

1 ~"\ lo "That tr.o onopshots would Gount to - ,.ouH bo t he only oeano of 
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or' toctln& tho compulsory s~ving plan f rom being undermined by the use of 
tr.lot ln& balanceo and credtto. '!'he compulsory aevingo r souirement must be in 
t erms of !!d ao<ringe , and nat aavinga con bo determined only by oubtrecting 
salee of asseto, dscllneo in depoelto, ond eo forth from the grooe savings 
ro~reoented by eavinge oredite end purchaeee of eesete . To obtain e picture 
of chongee in capital pot1Uon "ould be a new and dlfflcult, though not nn 
tm~s a!ble, administrative taak. 

Another compllcetlng factor to that compulsory esving r equires n certain 
rmount to be soved out of Income concurrently "ith the receipt of that income. 
It •ould not , like preeent income taxes, be a liability that falls due in the 
ycor following the receipt of inoome. Qnarterly returns would probnbly be 
neoeasery to keep indivtduale poeted on their eavinga l i obilittee. Evon then, 
unnnt!c lpoted fl~tuationa t n income or in expenditure neede might upset 
oeonle 'e cnlculetione . In ~JOY caee, they would not kno" tor sure that they 
hod complied exootlf wlth the eoviQgl r equirement until otter the event. 

Ono method of enforc ing tbe oavtnca requirement ~ould be to larue each 
consuoer a license t o epend onl7 a apecifle4 amount on consumer goode ond 
servicse: in thlo event , compulsory eovtng would become expenditure rationing. 
Or, if a greduotod ochedule of penaltioe tor ependinga abo~e en exempt minimum 
•ere utll h ed, eompulaory soving \':Oul d bacome a type ot expendi ture t oxotion. 

Jxponditure Rationing 

Expenditure r•tloning limite total coqsumer spendinge by fixing the 
moxir.rum m11ount that every !mlly or lingle lndi vidual 1s allowed to apend on 
rot toned goode. lt mey quite properly be thought of as tho roeiproeol of 
co!npuloory ooving, "7hich epacifiea the emount to1hich people muet ~· If tho 
omount of apondlng on rationed goods is fixed, oovtng, In e!foct, become• 
eomrulaory . 

The opondinga e llotment , like the a e,~ng• r equirement, ~ould be fixed on 
the b•sia of f nmily atetua nnd current income. Rationed goode ~ould incl ude 
ol~oat ell conaumera' goods And aervieee thot have any current cost in l abor. 
o~t~riela, or facilitiee~ Rente . tuition. madicnl cere. end a r~w other 
selected ltoma mi ght well be pl aced b~ond the pnl o of the expenditure rntion. 
!xc~pt f or thoae it ems . however. coneumera' goode could be bought nnly ~th one's 
rot!on ollo7enc o. Withi n the el lo~anec tho conau~r would be f r ee t o elloc•t• 
his expenditures l' S be plooeed.. And, of cm~rao, pooolo t?ould be tree tn usa 
inc~o ~it~ut rvatrietion tn m4ke gifte, pay taxee, pay insurance urcmiume, 
buy r~nl o&tA\e ~r aeeuritie e, or to enve tn "ther ~aye. tn fnct , the very 
essence of exncnditure r~tioning ia t~ fnree di version of lne~me int n such 
nnn-inflnti~nnry cbonnola. 

Tho over-• ll rntion ollo•1onc o for tho entire ec ~noow during MY gtvon period 
-·uld bo do~orminod bf tho damnnde of ~rice otobllity. Tho o~ject wnul d be t o 
lil:l!t t ho ""'unt of rationed expenditure to tho eat lmot ed vt.l.ue nf ~he ouwly 
'f rotinned ~node avnil obl o during thet ~rlod. In oot l~•~ing thet v•lue , one 
-oul d ~ply ~hat ever prico l evel it woo dooired t n onintoin. 7l oxib1litf ~ould 
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be a car41nel feature of the plan, for it woul4 be relatively eaoy to ehe~o 
tt.e total exnen41ture ration ae more accurate 4ata becaoe avollable or ao tho 
expeete4 ouoply pooition changed. 

3y ito di rect attack on tha problem of axoeooiva coneume r puroheoing 
cower through tho limitation o! expenditure itoel! , thlo plon Ia capable not 
only of dealing inflation a bo«r blow, but oleo of allocating the economic 
oao rlficoo o! wa.r in a !air and preche =&IIIIer. The allotment of open41ng 
oower t o lndlvldualt or income claoeeo connot be veey precise u.nder a wogrlllll 
of ttucotlon or compulsory lendiDf:• Told!ll awq Income by taxes or en!orclDf: 
loena to the Government doe• not neceaaar-111 toree a re4uet1on 1n eonaumottoo 
exwn41ture throu&hout the income scale. But direct limitation of apend1Df: 
faclll t otto· both the o.er-all r eduction In ependlnc that io n&rded and the 
~!atribution of tho r eduction in the IIIIUUior tN-t 11 doeired. 

Thooe of uo who have e~lned thit 1netrucont of control realize th• t 
tbe pl on would require elnborate acblniot roUve machiDOry. The ration 11mlt 
couU be enforced only through the uae ot a Uoenoe to purchase, i n el ther 
coupon or other form. The coupono ~ou1d reprooent t hot pert o! income which 
••• expendeb1e on ration goods , and might even be ldontt!ied with money. 
Coupon distribution would be on enormouo took, but i t could probobly be 
rcco~pllohed through the eetl•~ cooperation of emp1oyoro, ret ion ~erde, bnnke, 
and other lnatltutiono. This brief mention of adml ;lietratinn 1a not intended 
to d~ mor e than indicate that the nroblem hno been under conoiderotinn. 
It Cnngroeo ~lobed to adoot a p1en t or oxpeodlture retioning nnd the Amerlcon 
oeoolo wore willing to accept it , n t nl er nble ochomo of odmlniatrntinn could 
oure ly bo developed, 

Bxpcndlturs !'tOO \ lOB 

A olon ohich mtnimi•e• tho edc1n1otr•tlvo prnblomo n! direct coctrnl 
bv relylll(!; lorgely on i ndueeoent r at her then on c""011hion hao been drefted ood 
rec...,...ndod t~ the Congr~•• 'b".! tho Treoour,y. I rotor t n the &POndtng. tu •hieh 
t to !renour,y oubmttte4 t o the Sou.te i1n•nce Cncmittoo during cr nolderntinn nf 
tho R•vonuo 3111 ot 1942, 

The ooondl!lll tox base 1o cnnoumpt1M rnthor thM Income. 4e ill n.omo 
1ndtc~toa , thia t PX ~~ld be tm~sed ~n expendlturoe f or cnn1umer gn?dl AD4 
••rvtooa. It it not tmoosod on Income r eceived, nnd it apec lficPlly exempto 
lnc,me anvod. rho opondings tax, In foot, lnoko t n t ho di!forene~ bet•o•n 
1nc~"~mo rec eived nnd lne,.mo sn\•cd. Ita boae ll Prri ,,od •' by subtrec tins frnro 
ONlh oeronn'o tncnmo hie net snvings eo o••ldonooc\ by sddltinne tn l:h COJ>Itol 
••oeta nnd roducti•n rot his dcbta. rurthor doduct1o"' ouch oo r ent, medic nl 
exn~neue, t nd tutti~n c Pn b3 Dll~~od t f dotlrod, nnd tho regul~r lncomo tnx 
. .,. .. uld, "t C'"Urae, be deductible. 

!xc"~t fnr the d1ftorenoe in b•oc, t ho ooendingo t r x otrueturc otrnng1y 
~tecblco t hllt nf tho inc""e t nx and hoe !:NCb 1n c~>m~n .. ttb th:>t ot tho CI"CC­
ruh,y lcndl!ll ond etiOIJ1'.l}oor,y eavir.gt dOYtoot wo wer e ennl1der1~ a f ew 
<>luut co •«"· !xeopti~n• eccnr:ll.Df: t o to::~lly otr tuo ""u1d be prnvidot, and 
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atoooly graduated roteo would be ap~lied. 7or example, the firet $1,000 o~nt 
on ~oodo and oer•iceo by a morried ~~~~~ without de~ndento might be exempt. 
A tlllt oena lty of 20 ))ercent might be ~laced on the oecond $1,000 of conoumotion 
eJq>endlture , 30 ~rcent on the third $1,000, and oucceulvely otee'Oer t axeo on 
oddltlonol 1ncre111ento of opendlngo. Ratee mijlht rhe to 100 'OOrcent or more, 
dooendinjl on the deo1red reatr1ct1on of opendtnc. Pert of the t ox coul d be 
troot od • • a ooot-war rebate , if 1t were deoired to comb1De coorouloory l end10jl 
wltb the tox on opending. 

~he opend iO<o tax •ould reclnce ape,d1nc not only by direct}T "'ithdre•ing 
lnco=e In the t om of taxes, but oleo by ~oweml}T oU.mulatinc o<v1~ throuch 
Ito droatlc penalty on opending. !hh pen8lty would not be l evied 1ndiacri­
Qinot el:r on all apendora, but r ather o" thooe apender o that could beat •!ford 
to ""~ •nd on t hnt ocpent of epeo1iag "nlch could boot be ro4uced or elimiMtod. 
1be ~itfcrcntiot ed exemption -ould enoblo pert ono -itb amoll ineomca t o obteln 
booic tube it t enco ncedo free of tnx, whilo tteo~ groduotion would bring the full 
wt l&ht or t ho t ox to boor on comtorto ond luxuriot r~thor thon on nocoaaitieo. 
Tho hi&hett penoltf reteo would apply to thoao who ~ero tryin& to obt~in 
n diaproper tionote aharo of tho ahort auuply of e1v111on goods. The opendinga 
tnx oorvoo t ha intoroata of equity no it gooo ~bout ita teak of orevcntin& 
lntlntion . 

At tho aomo time, the opendinga t nx provi dea r ovonuo for war f inance bot h 
by the rovonuo it collocta and by tho aning i t otilllull\toe. J.lthough the o&vin&t 
lnd~~: cd by tho apendin&o tox «ould not noccoenrlly be ll<lid o•er to the TroPaury, 
they nonothclota would be removed from tho tpondinc otrcom oDd ~ould be edde1 
to tho pool ot unooont Income """1loblo, d irectly or Indirectly, to fiDODCC 
tb~ "'or. 

fh6 1'08nd1n&t to2 ~ld be admlni at ored ~tbin tho freme-or~ that exlato 
ror tbe Income t t x. 7he t expeyer wou l d till out ~ combi ned lncCQe •Dd apendlOjlt 
t'U form and would poy the t-.o truce• tC)f;etber. lleteilod r..:orda of expencU turee 
~ould not be noeded to enforce the tax. !he t otol tpondingo figure on •bleb tho 
tax it botod ~ould be derived Indirectly by deductin& from tbo t otal .mount of 
~votloble fuod a, the flmOunta d~vot ed to purpoaoe othe r thnn »eraon~l conaumntlon. 
1o tbo dot a ol road.y required under the inco~e tax ~ould h• • • to be odded enouth 
h formot ion to determine whe~ changea in copltol poo1t1on tlllce ploce during the 
ocriod to ·•bleb the hx oppliea. Illll1odi&te impt!Ct on spending could be euurod . 
by colloc tion ot aourco of a aubatontinl port of the t •x· 

!n:>endituro t nxet !on 1a oortioule rly ..,011 ntlopte-t to the Job of COlling ~ith 
lnflot i on. Wi thout im~eing irkaome .~m lniltr•tlvo controls, en~ without itaelf 
reculring eloboreto ndmi olatrnt ive moehinory, it con • raoticnl ly cut apend1n& 
or.• c•n ~ lttribute th~t cut ecuitab1y. 
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Copcluetnn 

1 h•vc nu~l1ne~ tbil evenln& A broad complex ot tlocel ~oolo ~ltb wblcb 
, forceful ontl -in!la~ ion program mcy be t nebloned. !Deb boo Ito obortcomlO«o, 
but eoch to voot ly auoerlor to inactloc. The lmoortont ieouo at e~nko lo to 
m•<• 0 choice ond to make it now. Swltt ACtion l o needed to PQt I nto effect 
lh"l meoaur e or thot combinat ion of meooureo ~bleb will meet the problem ot 
ln!lotlon tour-oquore. 1 Too l ate• enn be Juot no dloaotrouo ao •too little. • 
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TREASURY DEPARTMENT 

• INTER OFFICE COMMUNICATION 

ro ..t-
The Seore t a ry. 

DATE 

I hooe t hat you gave Mrs. Ylot~ all t he cop ies on the ~· 

various dra f ts of oy letter to Jimmy Byrnes. If vou haven 't try 

to gPt t ..,c, 1011 toC'et her, beginning wi th t h e original draft t hat 

I dictPted end llleaee follow t hat 'Or act1ce i'ro:n now on. 14e.ybe 

you hc ve done 1 t . l!aybe I 'm doirlg you a gr ave 1njuet1ce. I 

ho'le not, 

I have the m ell together . 

I !ollo~ tha t practice . 

You ore do1n~ me a grave 1njus t 1oe. 

' 
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TREASURY DEPARTMENT 

IN T ER O F FIC E COMMUNICATION 

DATI July 20 0 19112 

TO s~crfltAry Morg~nthau 

SubjPct: Su~gpet1ona t o r a Gov~rnm~nt Annuity Certi ficat e 
with a n 1natalcent pureh£ee t~ature by ~~ana or 
a oropoa~d .~nuity S&v1n,a Bond. 

In accordance with your request, v~ nave outline~ t h e 
pr1nc1na l reaturea v nl ch =i~ht .b~ incorpora t ed 1n a Oov~r~­
llle!lt Annu1 ty Cert1 tica te . To tac1li t ate the inatal!>ent 
ourehaea o f euoh a nnui ties, we hBv~ auv~eatad a type o f lonr­
term An nu1ty Sav1nge Bond . 

The Annuity Cert1t1cate ite~lf would be sold only on e 
olnp;le prem1um baole, e1ther t or ca sh or in e xcnan~e f or 
An nu1ty Savinp;e Bonde. Thr~ P different typ~ of a nnu1t1ee 
n•·e au.;p;eeted ae f ol lowo: 

(l) Straight li fe a nnuity (ate Schedul~ attached 
h~rPtC). -

( 2 ) Life a nnuity with a prcvidon that paymPnte would be 
continued in any event for a p~riod certain veryinR 
fro. 10 yeare to 20 ypare ( aee Schedule A attache~ 
h ereto). 

()} Joint a nd aurvivorshio a nnuity orovidin« t or the 
continuanc~ ot threP-tourthe o f t he a nnuity t o thP 
purchDaer 'a beneficiary if a live at hla death (aee 
Schedule B a ttaoh~d hereto). 

The a nnuity oricea ahov n ln Schedules A ~nd B are bae~d 
upo n an inter~ot ra t e or 3 percent, oompound~d a nnually , and 
the '1937 Standnrd Annui ty Mortality Ta ble' , a t~ble vh1ch 
h•e recently b~~n adopted by a numb~r o f the ler~er ineurance 
e~n~ani•e se t he baelo t or their a nnuity prloee. 

The followin~ limitatlona ar~ eu~~~ eted 1n conntct1on 
With th• oale o f the Annuity Ctrtltlcateo: 

(1) That each a nnuity ? • ymtnt muot t• at l~8Bt ~10 .00 . 
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.. .,:r r-t.h r V Mor~enthau - 2 

( 2 ) That the a nnuity be paya ble either on a monthly, 
or quarterly baaia, end that a emall adMinistrative 
charge, aey l percent, be made if t he a nnuity ia 
oald mon t !\ly. 

(J) That the maximum annuity be S},OOO per year. 

( 1. ) TbB t the purohaeer of an a nnul ty cert11'1cate be 
at least 50 years or a ge; purcnaaere at a ge go or 
over would be charged t he premium applicable to 
age go. 

The Annul ty Savlnge Bonds are deeigned p rimarily ae a 
~ •d lum ror accumulating the purchsee price or • n Annuity 
Certificate by meane o r eystematic eavinga over a c?neiderable 
pr rl ~d or time. Thef might be issued in denominatione (in 
terce ? ! 1seue price) or S25 , S50, SlOO, t 500, t l, OOO, a nd 
35 ,000. Or course, poatal aartn~e atampa could eerve ae a 
~edium or instalment purohaein~ in the eame manner aa f or th• 
S•riea E eavin~e bonde. 

The proposed Annuity Savings Bonde are eimllar in nature 
to the Series E and F aavings bonds in that they appreciate in 
value a t an increasing rate. However, there a re t wo ai~nif loAnt 
differences: (l) a much lo~er period t o mat urity; and (2) in 
addition to a aoale or caab r edemption valuee there ie also a 
ecale or •annuity exchange values• . The hi~her a nnuity excban~e 
va luea offer an incentive tor the purcbaae or an annuity a nd, 
o f course, the relative ly low caab redemption values would di a­
couroge the uae or theae bonda t or ordina ry inveatment purpoeea . 
However, tbe Annuity Savinga Bonde should provide tor redemp­
tion at the exchange valuea in event or t he d eath or the holder. 

A long period to maturit7 ia believed eaeential in oon­
neotion wi th t hia propoeed Annuity Saving• Bond becauae the 
Purohaae or a n adequat~ old a ge retireaent incoae requires a 
l ~ng period or aratematic aavinga even in the oaee or t hose 
Whoae financial reaouroea a re aubata ntially greater than a•era~e. 
Moreover , the neoeaaitr or r einvestment preeent in the abort 
zaturitlea ia eliminated t hua reduci~ tbe oppor t unities to 
aba ndon the long- t era p~graa. 

It the Ser1ee E aavin~• bonde were uaed aa a mediua of 
eavinga for t he purohaae or an Annui ty Certificate, t he purohaaer 
would find it neoeaaarr t o reinvest the prooeeda or each maturin~ 
bond a nd a t t he time or purob.&ae or t he Annuit7 Cer t ificate he 
would be obliged to r edeem moat o r hie bonde a t •aluee whioh 
would out hie over all yield rate aubatantially below the 2.9 per­
cent reeli~ed on onlr tho ae bonda which are hel d to ~•turitf. 
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Th• a nnu l t)' exohAlnge va l ues or t he pr~p?~ ~cl An:lu1ty Savln.::e 
s'n~ w~uld provide an lnte1•est yLeld o r 3 OPrcen t :>er a nnua: , 
c~=n"un~ •~ eemi a nnually , re~ardl•• • o r the P•rlod hel~ . The 
068h r edtmptlon va lues are appr~x lmat r'v 95 perc o. nt or t hP 
6 :~nut ty exohAlnge valuP.o excep t thn t l n no caoe le th• ceeh 
redempt lon value leea thAln t he luue pr i ce . Thle reoult • 1n 
yl • lde i nc reso l ng !rr.>m . 00 percent durl n·• t he ~l rst l - l /2 yuro 
t? 2. 41 pe r cent a rter 10 yearo, 2.72 perc ent a!ttr 20 years, 
an~ 2. 3'1 percent after 45 ye11re . Sch edule C, s t tacn• c\ heret~ . 
ohnwo • t able o r the pr oooeed cn•h r t dt oo t1on ,.,. ;.ueE ond 
Annui t y exch• nre va l ues, t cr,• ther wlth yleld t ! or pPrlnd h tle . 
Thle ta ble COYere a tern o r 45 yeare, wr.l~h me y b e varied 
~ !thout a f feot l ng the ba el c ldea 0~ t he pla n . 

The oropoe•d Annuity Savlnve Bonde ml~ht b e l • eue~ Yl t h a 
call orovi ei 'n t o be exercised by t he Trea eur y upon aix ~ontho ' 
~ot loe , through drawi ngs o r otherwi se, in t he event it bec11~ e 
deo l re ble to reduo~ euch l ong-t erm debt bear1nr a then-hl~h 
l nttreot r11 t e. Nev o rrer1ng;a o! t h e bonde voul c! b e d hcontlnued. 
However, euch orov181ona wnuld not materiAlly drorenee t il e 
attrnct lven~SS O! t he pro~trom ir the hnlder o r bone! & Calle(! ! o r 
redemption were given t he option or tak1n~ cosh s t thP exchAlnge 
value (eo thot he would not surfer by oo~parie?n Wltn the pur­
ehs e•r or Seriea E bonde), or o f exohangln~ for an a r.nu1ty, 
tl thtr defe r red or im~ediate . Un~er nn ot her clrcumotanc e 
Vluld defe rred a nnui ties be leeued. I n no eve nt woul~ Annui t y 
Certiricatel already 1aeued b~ subJ ec t to canc ellation or rPv i ­
olon, 10 that a purchaser would be a~ eured o r ee tBbl !,hln~ a 
ll!e i ncome even thou~h ita amount might b e 11Ittte<! by t he 
l ~n~ th o r t 1me t he Annuity Bonde ~ere AVailable. Th1 e 1• ~ 
~r~et advanta~~:e not pos ee s aed by th• oresent eavin~s t ond 
pro~~:ram , under wn1c h a periodi c income ca nno t b e aeeur•d in the 
ebeenoe or gullranteed ruture orrerin~t o r eavir:~a bonds. 

The ! o rm and ~~:eneral provialona o r t he Annuity Savln~e 

Bond would b e e11111lar t o the Ser1ea £ a nd F aa vi nga bond e. 
However, the Annui t y SavinRo Bond ahould oonta ln tables •h~w ln~ 
tht a~ount or each tyoe or a nnui t y which could be pureheaed a t 
~nch •~ e per !1 , 000 o f aggrega t e a nnuity excha nRe va lue held 
by on individual. The three echedulea, A, B, and C, a tta ched 
he re t o , would appeAr on each bond , a long; wi th the neceeeary 
~x~lanation or eaoh table. Therefore, considerably more print ed 
ma tter then appeare on the Series£ a nrt r bonde' would be necee­
oary , and ! or t h is reason a bond folded once t o provide , ln 
er r ec t, t our aeparate oagee, mlRht be • praot1oable solution to 
th18 dHfloul ty. 
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Stcrtte ry Mor~enthau - 4 

Th~ Annuity Cer t1t i cata would be r elat 1vel y a1mple in 
tor= ae no aohedulea or redemption or other tabular valu~e 
vould be neoeeeary. Payaenta under the e traight l1te annu lty 
would t~rminate on the dea th or the a nnuitant. The l1te 
annuity in oombina tion with a certa in pe r1nd would require 
thRt a benetici8ry b e deoignated ( aubJeot t o cha nge ) to whom 
the payment• would be oont1nued durin~ the r emainder or the 
cer t Rin pt rlod in event the purohaeer did not live to the 
end of ouch period. However, the Joint a nd eurv1vorah1p 
annYi tY wnuld requ1re tha t a beneficiary b e deei~nated, not 
1 ubJ•ct to ch&n~e . to whom, i f t hen liv1n~, would be pa1d 
three-f?urt~e of the purchaser '• a nnuity beginning a t tht 
death of the latter. Should the benet1ciary pre-decease the 
purcbaeer, no a djus tment in the purch&aer'a a nnuity woul d be 
01a~ e no" oould a new benet1cl.B ry be deaignsted. 

Ther• are adm1ttedly greater a dmin1etrat1ve difticultitl 
involved in t he a nnuity orogram outl ined herein than in the 
preeent IAVinge bond program. r or exampl e, proof Of a ge W~U.ld 

be required on iasuance of a n Annuity Certif icate, eince the 
annui ty nurcbaeable Wi th a gi ven eum variee by a ge or purcha eer, 
snd in the oaBe or the Jolnt and aurvivo rehi p a nnulty, a~e of 
bt nefioinry iP alao a fac t or. 

At tecbmen te 
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A~~guat 18, 19~ 

Dear Prmtlu: 

It oocurt to • that tba letter 
I Wl'OU to :you on Julf 2i ..., ban 
gone aatP&f a~ere bet.ten -r o!!loe 
and :youn. I hue not bad a repl;y to 
lt, and I aa, therefore, amdlng :you 
a oop:y ot wba t I Wl'ote :you on the 
aubjeot ot the point ratlonl.ng a:yatea 
in oonnectl.on with hotelt an4 reatau-
rnnta. 

I ahall be ~ery glad to hear troa 
you 11 aoon 11 70u ban bad an opportunit7 
to gin the •tter eoa• thollgbt. 

SllllltrtlJ, . ..-•. ,_ I)& a 

Ron. Prmtlu BrOIIIl 
Aa.lnlatratorr Otfloe ot Prloe 

AclJilnlatra hon 
Waahl~ton, D. c. 
GEF :lllll 

Enclosure 
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. # _.l(rs, McHugh 75 
( ) 

The Secretr-ry signed t hese 

two circnlR.rs this mo rning 

ancl l!r . Be 11 sa id to _~;tiv e you 

copies . 

ew 

O!!ioe o! the On4er Socretarr 

~-----------------
I 
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UlfiTIJ> ST AT3S C r AIIDlCA ~/I~/ 

~1/2 PERU!tl' TiW.SURT IICiiiDS C.f 1964.-69 

lll:ll'~DI.t. AT Tlr.: 01'1'1011 01" Tl!i' lilllTKD :ITATiiS AT PAR AIIU IICCiili'".D 1~ Oil AN!I 
AI'TEK Dl!CIIII!Eil 1.51 1904 

Interest payable June 15 and Decombor 15 

194) 
Dop&rt,.,.nt Circular llo. 719 

1'11 oa.l S. r-t1 oe 
3u,..." of ~he Fllb11c Debt. 

Tli£AliU III D&l' IJITI.!EtT 1 
otnoe ot l.he S.CU'e\&J7, 

!'>a~, S.~r 91 194), 

t rur. ~he P<OOPle o! the linited Sta\ea tor bond8 ot the United Stataa, ciNicaa\ecl 

2· 1/2 percent t ·roawey 8on:la ot 1964-49. TheM bond8 •ill not t.. &'f&1lab1a tor 

•ub• cr1pUon, !or their o.., ao-, b;r -roial banlca, .,1oll a"" datin«< !or 

tl\11 I"'I'I'Oie &I banlc.e acoet>tina' d-nd depoa1\e, The _,t ol t he ottoring 1e 

no~ •pec1t1caJ.l¥ U.Ut.ed. 

U , !>ISCIU l'f Ill• nr IIOIIDS 

l . The bond8 .ul he dated Sep-r 15, 194), and .ul bear in\eroet t.­

tbat cl&\e at the ret e ot ~l/2 pe.--t per -· pe~bla on a ....anr-1 boaia 

on Doco:ober lS, 194), and tlw~r on .1w1e lS and Dee-r lS 1n • ch ;roer 

ontll tho prlnc1J*l -\ -· )1&1ab1a, The;r ..u.l •t"" OaoK1ber lS, 1969, 

but. NY ba ...,_ a\ \he cpUon at the Un1\ad Statu on and att or Deced>or lS, 

1964, 1n •hole c r 1n pert, at. pel' and aOU\Iad intanet., on •11¥ in\eN&t dt.1 or 

daye, on 4 IIOilthe' not.1oa ot ...o-ption ,t ... n in auch ....,,. .. aa the Secre\et')' 

of u,. Treaau17 ahall pr .. orlt... In oua o! perU .ol radenp\1on \.he bond• \o be rtd- rlU t.. det.al'llined b:r aucll ..t.bod • • fA¥ ba preecrlhad by t ho Sec.ret.ar;r 

of l.tA 7 .... .,.... Fr<a t.ba dat.a ot ....,_tian daaipted 1n Ul1 wei> not.ioe, 

1~•ro1~ on t ha bond8 oalled !0&' rock:pl.lon thall eeAM. 

• • • 

Regraded Unclassified
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-- ........... l&cl II' ........ lllaU .. -.Jill ......... ~. 

afJ\.,....,. ...&a.._, .. , P I 1 w ..._, '-' 111aU lie ..... ,._ 

all , • .,. - - ......,._ I 0 II, - .......... , - ......... ,, """ -
......... w W11 4 U. JJ--.C.I-- 4 U. lilllW ftrtss, w 'r.., ~-. 

........... 
,. ,. ..... wUl ............... _..,.. .. e~..-u. ..... 

..,_ ..,. Ill r U 0 ltD. t111r wU1 Fill& .,. set't1MP \e ._ Jl&'l.U... el -

M'C 

4. --1111111111 ._.. till rut .... lilts I 10 nM 1111111111 Ka'Pl , .. M \e 

~ ... 1st Into IICl1 ....... Ia ·' -IFICIII-.att•-• 4 .,.., tl.GDOo ., ... , 

110,000, 11110,000 nrC ..-.-. Pseu'cf• IICl1 .,. _.. tw u. t a ' r 4 

...... fll .ur>wset ·'-IIII'IIJ•aittJf•-· nrC e6 ..... nrC I a'rteM ......... fw U. 

lie'-" ...... - .. -.ow- ---~·~) ............. ...,. , ....... ,.._ 
.-nnliPICsrsl ,,.,..._.. CJi &M, •-rr. U.11111111111iRC'lleJ1l.,..• 

•l'nhi!Sl ,_ ,_, fMJ ,,.. ,_ 'r __ ,..,.,.,., ...... -...., -" 1lnl* 

............... Weftlnp1 A 1 Uol'"- 4U.IaU-.e6-" 

-. ................ wUl ................ eiU..Ia\lle-

-ss'fllr•e 4 ................... , .......... ....... 

J. - -..s 1-e flflnr--rr ........ U. ... el U.- -IIII'WII:I*OstCie 

JSP$ fll Ida 1Plnts0 11C11 lie I'PIIfnllset -' U. .,_ 4 U. ¢elF -erljUiiWII¢oJs1" ~ 

PPJJlosU- el U. ·'-pjpsetf _. ........ -' JIP' nrC PI est fill Wl M ... 4 

*' ..,...., hw?We 

77 
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• 
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_,_ 
(a) \lot\ \lot ..,.. _. ••=,7 -" lit' U. ha .,.. •' U. U.. ~ 

1118 ..... ... 
c-) \lot\ u. Sa a'-'7 ~ \lila !'a ...,. w ,.., I h .. \a -...17 U. ..un 

........ ~I 2 , ... \a \M NJ a ~ ~ ........... 

~...,. ....... ,._.,., • :"• ... 2 ·--•~...sr • .. 
"!!It 31 \II'J ~ U. !'a &IUJ tw fl a $'~M1 \M ,... ae .. W paU \a \M 

Oa.Un'ler el IIIII -.1 ill.,.,_. a\--------- tw .... 1\ a C"lhRl 

,..Srl'• eJwt• fll u. ....., • ....u _. * , .. , fh'''\7 e6 •stt• ,.,_..... 

.....SM at\W Ule •lMS:Ic et U. lleeb tw...,.... .na, .... ~ ,...._ 

wUl • ..U·eal7 ., ,., "'\It • .....u- ., filii 7?11\ ,._ \lila ... et ,.,..,. 
II 

\a \lot..,. Slllllrw\ P4 I ... J ,_ ....,..,.. -n.. \lila ~ ,..W 

tw #Q ' ., a a.. .tWr u. .....- ....- au ... ,.u ., ,., ,.- ....... 

1dene\ ,._ U. I 0 2'1C el \lila beelie \a U. .... fill """" 0. la ...... 

- .....,. tw \lila h1l ei& ...oM' \1111 ...- ._ a \lie 1M\ *'7 ~ \lee ~ 

JIUiM lll11 lee,....,... w \lila - ta ._ -· AU,_ _..,._. _. 

Jl 
Mall 0 .... llf' ,._ .. 1.,.., ~I pb'IM, &\riM ... - .. , lllllll 

tl \M .u\1 ..... 8e\- U.. at.& ...oM _...s.w"' \lee 2eaf• fill U. 

-.u, ..... elaa11 .... \lie\ •' W. ..W tleeae.t \lee 40 IIIII a - AW la 

1- ... alt-. ... M I fill U. ,_ •;: .,_-.... ' II\ 11\11 

II ,.. '-tv .......... ~,._.., lo6 .. .,... u .... ,_ ., • If l6 

'- PI *II 1' (W\11 ..... t•batw) ill ... ,_:~. 

Jl a.s.. ., ,.. ,. ua ~ ...... ,_. ,._ .... , 2 a1 ··-.. , ....... • 

h. U. t'Y-N J D ; ~ q ' • .,.,._, 0. C. 

78 
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6. hoopt oo plr'»dded 111 Ulo prooolllJII JI&NINI)IIo, tho "-do will bo ~ 

Joot to u.o 1 .. ~ ..,.al&Uono or tho ,...__, Depan.o.t, - or 11-rtor ,.... 

,mbocl, P"m.1nc llaltAcl .Statoo ""'-'~• · 

III . DSCili'Til* AJID AU.OnliiT 

1. 5tlbooripU .. will bo ~....S ot Ulo 'edenl ._ loako oad ,....,.., .. 

..,.sot U.o Tl'e&RI7 Deputaont, llallh1Jicton. 1an1c1111 inoUtuUono 1•eNlq MT 

nan ooboorlpUoeo t or ao-t ot ....-.. ... , bolt oe1T tho ,..._, •- laalc8 

79 

&Dd U.o Troa....,. ~t are avtboriaed to aot •• ott1o1ol .,one~~.... aoaboorlp- •• • 

Uona ••t bo uo poAled 117 ~t 1n till t or Ulo -t. ot ""'-do applied tor. 

2. 'lbo Socrot.&J7 ot tho 'l'roao'IIJ'7 roo.,..,..o Ulo ricllt to roJoot. ~ nboorip­

Uon, 1n oholo or 1n port, to allot looo than U.o -'- of bondo IIPPllod tor, 

uwl to clOH Ulo bODiao &I to 01Q' or aU nbooripUODI at~ t.I.M witll011t DDtiOOJ 

and 1111 acUon bo M;f t.ollo ln u.- ro8PIIt.o .. u bo fbol. ,.,Joot to U.ooo 

NltnaUona , all lllbooripUono will bo ollottod 1n r.u. lllotMn\ ao\leoo will 

bo 1ont out pra.pt17 - ollotMnt.. 

IT. I'ADOIIT 

1. Pa.Jaoot. o\ par oncl aouued 111\oroo\, 1t UIJ, tor ""'-do ollo\ted hor-dor 

••t bo ado .., or botoro Sepu.loer lS, l~, or ae lo\or ollotMe\J pndded, -­

nor, tho\ ""'-do ollot\ed to Uto in.......,oo o '""'oo MT bo pold tor,b whole or 

1n J'lr\, at par ... aooreed in"-o\, at.~ U.O or U.Oo not later taoa ..,,..,..,. 1, 

194.). Cillo dq' o o..,..ed b"-1. lo 11).068 per t.l,OOO. AliT qll&lltled dopo&l\017 

will bo porC\ted to ..n ,_,_, '117 a~\ tw boolda allotted to 1t.o .,..._,. IP 

to 1111 -•'- tor wllioll lt IMll bo qw.Ut1ed 1n OXIOIII of ulo\iftl dopo&l\o, ..,., 

10 noUtled b)o Ulo Fedwal a0 ..,..,.. 8ullr of lt.o Dh\rlet. 

Regraded Unclassified
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V, GEII&IIAL PfClU SICIIS 

1. u u-1 o.pa\.a ot \.he 1!a1\ed 8\aua, ,....,..1 liNe"" 1laal<a are 

avt bori...S and reque-"'<1 \.o Noei'r• IIIII>Mrip\1 .... , \.o aile au.o-.u Oil 

the ~ei• and liP \.0 \.he -'• 1Ddioa\.a4 117 the SHrwta17 ot \.he TI'MMll'7 

to tho Yaderal lit••"" Banko ot \.be ,.~,. Dlnrlou, \.0 1e- allo\.­

-t 001.1-, to reMlft ~:r-an\ tor l>orlc1a •llet.l.ecl, \ o .Ua clall,..1'7 ot 

band• 011 11111.-paid !NbeuipU.... allO\\.ed, and \be7 •7 1- iD\.aria ..,._ 

.Up\0 pen<ll.na ~Uftl')' o! \be <l.CiDl\lft l>on~Uo 

2 . The .lMN\.a1'7 ot \.be TI'MRJ7 -.:r &\. &IQ' u .. , ol' tna \t. w 
t1M, ptMCf'lM 81Jf1Pl-\.al or ... ndll\.01')' rw.le• and N ,W.&\.1...,. ~ 

Hll).'Ja II()I'.I;;~JITIIAU, JR. , 
Seore\.al')' ot \he rn.-rt. 

80 
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.. .,, ill I )J,1M 

latcc""' ... "• ...... lJ ......... lJ 

19to) 
..... \ Cirwler ... '720 

,....,~. 

Clift• ., Ule •• ·~· 
.,., • .,_, 1$1 I a II f, 1.,. 

l . OIIWMt/1 .... 

Ll"""' lc..t AU, aa .... ,.._,, lfti\ee ~'a\ ,.r .. 'I ... J.M.ee\, 

,_ u.e people el tM a.l ... 1\a\ee Ill" -... et tM ._ ... ,..tee, 1 lr ... 2 

,.,_ "'-U wUl .-\ be aftllalola tw ~ 

--"'· 1lr ··--s.••.l.' -.... *lcll .... ~ ,., tll1e ,.... 

- .. 'llab ••.U.. ~ ~w. 111oa -' or tile atf..S.. b -' ,...U­

IalJT u.i \ad, 

U. Dli:ICIIIPU~ 01 BCIIIIS 

\aa\ da\a at 1M "'- Ill 2 ,.._, per -, ,.,ula al•n1IILII-oad.l.l1117 • ...... U _. 

~ lJ 1a ... -,_, ..ul tile ........ 1,-J _, ' I I ..,uta. ~ ldl1 

•ten S.,t ..... lJ, 1,, 'llll\ .... lie 1 I I a\ tM ..U. at tile ?llolW fta\ee 

..... -"-' aqs a JJ, 1~. 1a ~ .. 1a ,an, ., ,_ .. 0 ... :IAI\eol-'o 

.. lllr la\ann *r _. .... • 4 _..., ..U• el 1 I eUa ,t-la ... 

~ u tala tmet&.J7 e1 tM ~ 1 llllaU ..-De· Ill -at,_.,., .. 
... Uatlle"-'eteM• I lwUlMMa hdllr ... _.... ....... 

81 

• . . 

"'"-iW 1ir tM I doc; et tile ~~--~), ,_ tM .... el I I 0 "• I lr ... 
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2. 'l!lo 1n- d.ori...t n- U.o bonda lllall bo nbJoo\ t.o all Pld.oral t.u11, 

or horoo/ter apoold.. 111• boc>do eball be nbJ"'- t.o oolall, laberil&Doe, p/t 

otltor oxcill \&no, ebota ... Peclu-al or Slate, bolt lball bo GIIIIPt r.- all t.ue­

- or horoatllr ~old. Oft tao priaoipal or inlereot ta-r b7 ..., Stall, 

UIJ' of U.o poao .. oiOilll or tao IID1ted 3t&teo, ar b7 utr 1.-.1 t.aJI:lJII utaori'-J'. 

) . 111• bonclo will bo oOHptabl.o t.o -· d11p0eito or publ.lo -.,-1 • !11.,­

will not bo enUUid. t.o ..., prhl.loco or oanftr111oe. 

4. Boaror bondo wita 1nte.-.at .....,.,,. att.aohld, lAd "-d• ,..Petered aa t.o 

pr!ooipal and lntAroal, will bo ionld ia d•..S.aationa or ssoo, Sl,ooo, ts,ooo, 

$10,000, $100, 000 lAd n,ooo,ooo. l'?orleion will be ..... tor tao 1ntr*oace or 

boftcla of ditto.-.nt. d~aaUono &Dd ot coapoa &Dd ,..Paterld boed.a, lAd tor tho 

tNIIIflr of racbtorld bonda, ...Ser rUII &ad ....,.Utiou proaa'ibed b7 tbl 

S.Crol.u7 of U.o ~. 

s. 'l!lo bond.a will be nbJoot t.o tho c•onl .-.cW-ationo or till ,.,...,..,. 

Dop&rt.mt., now or berealter proacribld, &""erainc United statio bond.a. 

IU. ~TICII AIID AU.011d11T 

1. SUbooripUooo will be recei...t at tbo P..s-1 II .. IM'O l&ata and llnnclloo 

and at U.o ,........,. ~t, Waeb1nc-· An orrar1ac ot ,.....,.1Uoo or ldlaUoal 

or a1oilar t.-r t.o tholl ottet'ld b)" tail oiroW.ar will bo ud.o t or tao nall&oift 

101b~enpUoa or -mal boMo ebortlJ' &tler tao -luloo of tail ottoriJI&. 

llftUl ouah orterlnc b&8 beee .ad.o &Dd u.o booka U.orooo oloold, or •Ul '-- dq1l 

an..,. U.o nboorlpUoa boolno oloM on tbh ott.rinc1 wlliebnor 1o oarUor, -

•<ffial bonlee are HQllllted 110t. t.o pve11u1 end abombero aro roquaotad aot t.o 

t.rldo 1ft U.o ooeurlUoo ottorld b7 U.lo oiroW.ar. l&llldiiC ia.Ut.oUona c•erallJ 

oo.t nt.i\ nbooripUooe tor u-l or ~. boat oa1T tao P..s-1 •-

Banko and tao Trouv7 o.pa..t...l ,,.. utaoriao4 t.o aot. ao ottiaial ac-'••· Soob­

oorlpU..,, •ot. be 1110 opeaio4 b7 ~\ 1a Ml tor tba -t ot "-M appl.ild 

tor. 
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2, 111a ~ et Ute "--7 "•wow Ute ric~~~ toe "Jen., rrtllripo-

1n llllole or 1a par\, t.e .U..~ 1- tM. tM -' e1 _._ ..,.Ued t•, _. 
olo .. til• boob u te Uir or all I a •l,.u- a~ aJIIJ' U.. Ill*"' •U..J &M 

_, aeUon ha ~ ...-. 1a "'- 1 u •• I 1\e ..U ~ riMl. ..j ed t.e Uu- .. __. 

U011o, ell ~pU.. w1U ~ all.MW 1a l'tull. au.,._, ..U.W w1U ~ _, 

.,.t praopU~ 'lpOil .u..-..t. 

1. P~\ a\ JIU' _.ala.,.~. U ~. tw -..a. ~W La ador 

onr, t/lat boMe .U.\W te lUI laM II ... anu11M -· be -•• tw 1a -.le 01' . - ,_. . 

83 

• . . 

1n port, at par..,......,.~. at aJIIJ' U.. w U... III\ la'- Uuau ••rrta 1, 

194). Qua dq'a ....... 1a'-"' b eD-055 ,. a.aoo. - ~ ... , .. u.l7 

wtll .,. pandtw t.e ...,. ,..._, -., credit ,_ -.. ~w toe t t.e •rt • ., 

te •IV _, tor wtule u ..u ~ qaal.lfted 1a - et tod.U., depaatta, •• 

10 noU tlad liv Uua F....U 1-IMk el 1\a Dletfta\, 

y • OIDI,lL I'IDJJ.Slt113 

1. Aa thaal .,.. ... at Ute lad.W Stataa, r....u au •• lwk.l - ..u...iued 

&nd NqQea\ed t.e ....tft •u•lpU.ou, \a ..... .U.W.\a W the Mall aed 11P to 

the - \a lMtwW • Uua s aeta&T et taa 'tftuu7 t.e \II&,.._, l o I IUU....,. 

or the ra.,..U" lllftrine, toe 1- .u.-..~ wu-. t.e reeel"' __ , tw 

bondo illotW, t.e ..a. ..U'f817 et lieiiol.a • ~· •urtp\1- allatt.e4, ... 

tht7 ~ 1- la\wla .....t,U • ·•• .u...., e1 U.e del1a1Uft lieiiol.a. 

2, 11le S UI e"-'7 e1 tlue t1 ) ~ a\ aJIIJ' U.., W ,_ U.. \e U.., .... 

....,. ... Q j] tel ...... ....,. nlae ... repla\1- ....... - etterbl. 

11blcb will loa --ulwW ~toe Ute Pedenl l u ou ...... . 

...r ICC.,...,, n ., 
•• ....,. ., t.M " ; . 

Regraded Unclassified



?/I P311C!liT TR£U1111T C!R1TPICATIIS Or IIDDT!IIIISS or S'IIIUS ~1944 

ftiASUI! Dl1Pll1lll!IT, 
orn .. otu.o ~. 
Waotll~, S..,\aolber 9, 1~3. 

11.-l s.rn .. 
~au ot tho Pablio Debt. 

I. OI'P'KIUIIO or C!RTIPICA ftS 

l. Tho 5oa'otu7 or Ulo 1'ru10&17. ,.,.....,., \o tl:o • •U.Ori\r or Ulo s.-.d 

Ubort7 8oM Aot, u -.dod, lft'dt .. oi!MorlpUcmo, at pv uwl uoi'OMII ln\or11t, 

rra. thO pooplo or thO United S\a\oo tor eertlft•\oo of 1nd.t-h*'OM of Ulo 

doo1patod 7/8 ~\ ,.,....,..,. carun .. t.o ot 11ldobt.eooo ot 

Sorioe C.l~. ,_ o..Uft•\oa will ao\ M a....U.lllo tor IIOiboarlpU•, fW> 

lllllr own _,, 11r 1 onuW loullca, •tell an dotiaad tor thh pvpooo M 

blan aooop\!JI& dooalld dopooU.o . n.o _, or tho ottorbc ti aot ~tl..U, 

u .. u • . 
~ 

11. DS:SCIUPTICJI or OIIIITIPICAUS 

l. 'lito O..Uft11\oo wlU be atod S..,t.._, lS, l~, uwl will beor 111-t 

'- lllat data at Ulo re\o ot 7/1 .,......, par -· poJabl o on a ...s-.-1 llaa11 

""ll&r.b l - S.holur 1 , 1944. 1114r will -~ Sop~ l, l~, and wlll 

not bo ooiiJoot t.o ..u tor ........,u.., J)l"ior \o •WI'lt,r. 

2, 'lllo ~deft ... r.... uao ..Uti11\oo lhallllo .-IIJMt \o all Podorel 

laue, - or 11-n&P l.lipo-. 'lllo ..Uft•'-"• ..U be .,.Joe\ t.o M\o\o, 

W.trl\uoo, elf\ or oU.w .al.M \oaao, ....uaw r.._..l or Sto\o, bolt ~hall M 

linopt hGoo all \u&U•- w 1o-rtor l.lipo ... • tile J)l"iM!r'l 01t 1o\orOot 

111-t llr &IQ' S\ato , or MIT ot \llo .. --.. ot U.o Wtod Sto\M, W llr &IIJ 

1-.} t.ax1nc Mtllori'r. 

, . 
• 
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'· 'll!o ....Uti•'-• will be uupt.Ub to ._. 4epeei\e or publh ...,. • • 

11,.11 ottl oot be aanpte\h 1a ,..,_\ at tu.. 

4. ......,. oorUt1•W. wiUI ~\ ; u a\....,_. wUl be 1--s 1a 

~II&UOU ot $1,000, ts,OOO, AO,OOO, SIDO,OOO ... Sl,ooo,ooo. !M -un­

.. u . will 110\ bo 1 ...... 1a ~ ,__ 

$. 'll!o oarUtl•* •ill be .,.J-' to u.e c•-.1 rorplatloae or U.o 

Tl'tl1111'1 o...-..t., - or lleraatt.r ..,._lbed, ......-..inc IW\ad S\at.e 

oorUtioatee. 

1. SobempU .... will be raeal .... a\ 11>• r.....u au"' ...u aM II alii• 

...t at t.llo ~ ~\, lraei ect.oft . Aa attarlnc at ~u .. at l._Ueal 

or a18ll.ar t -1" to u.- otro...a ..,. \Ilia e1I'OIIlar will M ..... tor U.o - ' .. h• 

nb10rlption or .._roial Hlllle 111erU7 oftOI" U.o - lu.loe ot tllh ottorbl. 

Oatll lllllb otreri.JII 11ao W. ..... ad tile boaU u.- el .... , .,. •Ul \a dqe 

a1tor t.h • alpUCift loaab .,._ • Ulie atrm-.:, *1~ le .... uw, -

-.la\ llaah are I ~Ue\ad .a\ W,.. te• .. d.JJol. ...... are req.n-1 -\ W 

trodo in U.o ~u .. aftarad .. tide eirealal'. aaa~rt-.: laeUtoU- • 1•-l1.J 

1101 eebalt -.....,u- tw -" .r ---., loa\ oa1.J u.o r -.1 • •• •• 

illllh &ncl tllo ,.._ftl7 DIPIN•t are ..u.orlead to eot. u arnalal .,..,al... ._.. 

oorlptlona rere\ be'" 1 nl .. "r ...,_, 1a ttoU tar tile-\ of c.Ut1eot.o 

"''Pllod rw. 

2. Tile S1ae\aJ7 ot \\a!!\.,._...,., "' •• t\a r1t11rt w reJee\ _, I • ~ 

u .. , 1n -a .,. 1a Jl&ft, w au.\ 1.- ..., -. -" at • .uneo- ...,u .. 

tor, Alld to oloeo t\a ....,. u te _, w all .,.._S.U_ a\ OII.J' Uree •U...,\ 

110Uoo; aa4 _, aa\la u ~ \eiJe la ..,_ a ... IIW 11oa11 be n.l. ,.jao\ W 

l llooo -u-, all 1 hal'l,U.. 1l'lU be alla\W 1.11 tt.U. AlloW.\ •U­

'11U be -.\ -' Pl'iiiiiP\17 .... alletMa\ • 
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1 f, P.t.l'llillf 

1, J'a1Mft\ a\ p&r and ....noe4 iAWI'U\1 U ..,, t..- ..n.lt1•w• allot.t.ed 

.......... r -~be-"'" all or bet on S.p\uotar 1,, 194)1 or on la\.ar allot..m.. 

do7'• u.....C !.nwi"M\ 1a 10.024 par $1,000. M11 qoo&lU1M cle!>-1\arJ will 

po...S.\~ \o .n ~ ~ anU\ fer •r\U1•\M allO\t.ed \o 1\.a ......_,.. 

•P to a111 •-' tor llldob 1\ &hall be qualltiM 1a .,..,... or ui&Uq Upoeiw1 

tlbon •• not1t1ecl b7 \hi t•ectanl i!aMna lJaok ot 1\a Dinriot, 

f. OSIIEi.l L I'JlOVlli~Ms 

1. u tu•l •cwau ot Ula UD1\M S\awa, ,._ftl I!.Muft DanD are 

&M\Itorilecl and ~a\M \o rw•1n wbearip\10M, \o •Ira au.-w"" \be 

bub &Del IQI to \be -. 1ad1•\M 'b7 \be SHra\&1'7 ot \bo Tra&ftJ'7 to \be 

toollftl - llaalra ot 1oM ,...,..u.,. D1a\riota1 \o 1-• au-a ooU_, 

to ...-i'N ~ tor oar\U1oa\.aa a l.lAI.ed, \o aloo clalln1'7 ot •r\Ui•W. 

on Nl-p&SA ueariptioM allot\ed, &114 \be;f .q ,._ im.arla r.-ip\a .,...... 

lAc dell'NJ'7 or \be clei1D1Un eu\U1•'-•• 

proaor1be IOIIPP1-'Al or .. lld&\o17 ...U.. MCI ....,.W.tiona ,.-arn1nl \be ott•~ 

Ill&, lltl1ob will be ~aat.ed ~ to \be r-nl -"• llanl<a. 

HI!IIRI liiOHO!WI'Ifi<U, J ! , 1 

lltoONWII'J ot tho ,.._....,., 
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UNITED STATES OF MIERICA 
2% PERCENT TREASURY BONDS OF 1964~9 

11,,1td ,,.d hearing lnlerest from September 15, 1943 Due Deeember 15, 1969 

llt'Ut:t;liAUU: A'r •rut; OIYJ'JO!Il OF T U E UNI'rED STATES A'r I'AR AND ACCilU~D INTERES'T ON AND 

' AJ."TEit OECE.,IIn~n IG. 19G4 

ltll Dr,.,, .. ,. , • ort11Lir l'ie. f it 

,,..;;;; .. ,~ 
llrrr'"• .t , .. I '.WW O•M 

Intuost payable June 1:i and Deeember 15 

TREASURY DEPARTMENT, 

I. OPFERIXG OP DOSDS 

0FPICE OP TliU SECRETARY, 

Washington, September 9, 1043. 

1. The Seeretarr of the Treasury, pun.Jant to tho authority of the Second Uberty Bond Act, 

II> amended, in\'iles subscriptions, at par and ~cerued lntonoal, from tho people of the United Stat., 

for bond• of tho United States, designated 2~ percent Treasury Bonds of 1964-69. These bondo 

will not be availaiJio for subscription, tor their own necount, by commercial bltnks, which oro defined 
fo•· this purpose as bank& accepting demand deposi~. Tho amount of tho ofl'et·ing Is not spcclflcally 

limited 
II. DESCRIPTION OF IIONDS 

l. The bonds will be dated September 15, 1943, and will bear intel't'lt from that date at the rate 

10(21; percent per annum, payable on n 161lhmnual basi• on December 15, 19-13, and thereafter on 

June IS and December 15 in each year until tho principal amount becom"" payable. They will 

o1nturc December 15, 1969, but may bo t'\ldeemed at tho option of tho United States on nnd after 

l}«((mbcr 15, l 964, in whole or in part, nt par and accrued Interest, on nn_y intarest day Ol' days, on 4 

noonUIS' notice or redemption g iven In such maomer M tho Seeretary of tho Treasury shall preaeribe. 

In tase of prutial redempt.ion the bonds to be redeemed will bo determined by aueh method as may be 
Pl'\'ttribcd by the Seerotary of the Treuury. From tho date of redemption dooignsled in any aueh 

notice, intemt on tho bonds called for redemption shall cease. 
2. The income derived from the bonds shall be subject to all Federal taxoo, now or hereafter 

lmpo•ed. The bonds ahnll be subjeet to ealate, inhcritanee. gut or other oxclso tax<$, whether Fed· 

e•·•l or State, but shall be exempt from a ll taxation now or hereafter imposed on the principal or 

lnl<·rc•t thereof by any Slate, or any of the posse$$ions or tho United States, or by any local laxing 

authority. 
3. The bonds will not be acceptable to secure depoolta or public moneya before September 15, 

1903. They will not be entitled to any privilege of conversion. 
•I. Beorer bonds with interest coupons attached, and bonds registered .. to principal and lnler­

.,,, will be issued In denominations of $500. $1,000, $5,000, $10,000, $100,000 and $1,000,000. Pro­

•·laiou will be mado fo t· the interchange of bonds or different denominations and of coupon and reg­

lotcrcd bonds, and for the tral1Sfor of o•eglatered bonds, undo•· rules and rcrulnlions prescribed by the 

Sotrotoo'Y of tho Treasury, except thai they may not, bcforo September 15, 1953, be t.ransferrcd I<> or 

be hcld by eoonmerclal banks, which are deft ned for U>la purpose as bank& aeecpting demand depoolta. 

n .... , ... , the bonds may be pledged u collateral for loans, including loans by commercial bank&, but 

any such bank acquiring sueh bonds before September 15, 1953, because of the failure of such loano 

to be P<tid at maturity will be required to dispose of them In the same manner as they dispoao or 

oth•r assel$ not eligible to be owned by bonk&. 
G. Any bonds iaaued he>-cundcr which upon tho death of the owner conatitule part of his estate, 

wiJJ be redeemed at t he option of the dul)• constitu ted l'elll'csenlati\'es of tho deceased owner's eat.llte, 

at P<tr and accrued Interest w date of I)Aymcnt,• Provided: 

' Aa txac1 half·)'t&r'• inkrut, b computed for tub full halt•)-.r puiocl lrrapet\h>e ot the at'lU&l 1\V.Mber Of 

!.&), 1ft the half )·eer. For a fractional part of anr half year, comp~.tta\ion l.s on the bui.a of W actual numbtr o·r 
14-.r• l• •IKh batt )'ur. 

87 

• . . 

Regraded Unclassified



Ca) thtt lbt boodl ••tnt fd;Ually owned by the ~nt at tbe u.m. or hll6c.>atb: azul 
Cbl ll>ot 11>o S«...,.rr ol the,.,.....,.,. be ••tharbed I<> .1J>PI11he .. u,.. p-.,,....... 

don &o lbe JIIIU'II)fnt or Federal tstat.e wcea. 
~ boo>do .wmtttool ltw """"'"'loo ......,..,.... m.., be duly uolraod 1<> "TT>o s........,t( 
tho ,.,....,., lor ....-.,.;... the ,..._ts 1<> be paid I<> the Col-r ol lo~<na~ n...,;. 

:::::==;:;;:::;:;:;::~~~:Z Cor c:mlit. • Fedenl flltat. tu• d• r,_ .,_: • OoriJ>J 1<>""' periodic dool .. ol the "--cr ..... 
and Uwlm,..sbllltrol goppialc PQ'IMDtof lnt.eftlli to the ~ o.,.,rdu.r1.q tbedo.d Ptrilil. 
~ boodt ...m-m~ alter tbt do&inr of the boob for PQ"meOt cktri.a.1 auch c-.. Pl"rioa .. 
be paid oob' at par wh.h a dtduttiora of izltc:ntt from the da~ of ~t Lo tbt oat [Dttfwit _,.

4 

mot date •: boodl r'Kith'td durina the doled period for. paymeat. at a date a!ttr U.. boob~ 
wUI M r-Id at PIJ' plY~ actrutd lnte:rst from the reoperlll'll of tM boob to lh4 date of pt.~ b. 
ollhtr cue ehcb tor the fullalx montha' latuelt due Gn the l.aat day of the eLot.ed period will lit 
forwarded to the owner In dUel eoune. AU bond• aubmitted mUll be aceompanied by Form PD 
17~ ~. l>r'OJ)I!rly con1pk!ted, alped and ••·om to, and by a c:ert.lfkale of the appointment of lllt per. 
•onal reprtttnt.Ath•M. ulldur tet.l of the court, date,d not more than 1lx montN prlor to the aubmJt. 
a:lon nf t~ IK11Ul11. wbltb thl~ll•hov.· that at. the datu th~ri!of the appolnt:mont. wu allllln to~ 11111 
tolfcct. Upon 1)1)'1'11~1~ ot thG bonds npp.ropriate memorandum rooelpt will be torwAr<ltd to tbo nop­
l't!IIC11llll.lv~. whkh wiU bo toUOwcd In due courao by tt>nnal rooelp~ from tha Colloetorof J ~te"ll 
ltevti\\IG. 

G. EKOCJ>\. u Jlrovid(!tlln tlte pr«ee!Ing J*Nlgl'8Phi. the bonds will bo aubJoeL to lha ~ rte· 
ulat.lona ot tho TrMaury Otpart.ment.. now or hereafter prNC.rlbecl, IOVUnlnr United Stat.et bondt,. 

IlL SUBSCBIPTIO!" A_ND ,U,I.A)T)U:!\'T 

t. SubKripdotu will be tweh'ed at the Fedf:ral Rt.n·e Blnkl and Brandlet ud at Lhe tor.. 
Ut)' J)copar'tm4!nt., Wuhi.nltOft, Jlanting i.tl5titutiooa geoerally ma,y aubmlt. aubetripliOM tor aocouut. 
of cwtoomma. but only the • ...,... Reeel'\-e Banb and the 't'reuut)' Dtpattmt.ot .,.. .aat.horiaet tt 
art u elk:i.IJ actnd& Subluipliocl must be acoom.pan.ied. by .,.,-meat.lD t\IU tor 1.bt ....-w 
boacSiapptW for. 

2. ,. S«rotarr at the Trtuurr ._..... fho ript "' role« .., IGboeriJ>Uoa. 1o ........ a 
part. to allot.._ \hu U.. a.mount of boods a-pplied ttw, t.Dd to doN \he boob u to &QJ er aD ... 
•npUona at a.o.t tuM W'IUiou.t ootft; od ~ adJorl. "'- mq tat. {D U.. ,.peds ahaD bt W. 
Sub,IC!d tot-_.,...._ allaubecriptlooa will bo alloU«< lA fUll. Allo<moot oodc. will bo,.. 
out prcmptb' upon .UOUU...aL 

1~. PA.YXIL.''T 

1. P-.rmnt at p&r ancl attrued intt:rt"tt. it any, tor bonda &llott.ed lwtttUI:Ide.r mt»l be mad. ocaor 
bd'ore SePlMibtr I~ 1013, or on lattr aHotment; provided, however, thal bonda allotted to ld'e U.. 
au-ranee com,.nlt~~ m..,. b& ptUd for, In whole or in part, at par and ace.rued IRI.Cnlllt., al an.1 time or 
limN noL lAtC!rlhan No,•ember I, 11).13. Oneda)•'a attrued lntertat Ia t0.068 per $1,000. Anyqlllli· 
tied deportftAr)' ""'ill be pormllt('d to milko payment by U«JII. ror bonda aUoU.,d to Itt cu;t.o1twrt up to 
any amount tor whleh fl •hall bo ~1U1dil\ed in exees. of tXIItlnr dcpotl\.1, whM to notified 1>r Ule 
Federt.l UotOn'o Dank or It& Dltlritt.. 

V. CHNERAL I'ROVISIOXS 

l. AI Aiui AJtntl ot the United Sll\tt>t. Fed8AI Rc!aen•e BIUlkl IU''t authori&ed and rtq1M11Wd 
to l'OOf.h'O •ublcrlptlolll, to make aUotrnent. on the baal1 and up to the amount. indJcated br t.br 
SecretAry of the TttAwr,• to the Federal tt<.n·~ Bllnb of the re~pectl'-' Dlatrlcb, to W!Je a!Jot.. 
ment. not~. to ren.J\'1 Pl.)'ment tor booda aUotttd, t.o make delivery of bondl on tuU-p&kl,.. 
ttrfpUona aUoUA!d, and th1:7 may i•ue lnt.c!rim reoelpta pendin.r delh,...,.. of the deftnith't bcmdJ. 

!. on.. ~ or tho Treuury may &t uy th:oe. or t.rom lime 1.0 time, prtiiC:rtDe 111~ 
_,.. or ...-.,.,. nloo aod ...,._ ,_...u., ""' o«ert.., which will bo _..,"'"'""' 
p-pUy "'""' f'odoralu-n-o llu1b. 

RR.'<RY MOHG£l\"TUAO. Jll.. 
s..-.,oftlw .,_ 

•n. tnr.Mttt ......_..,. ~ r.... JiaJ 1• 1o1- U. lllllll ,,_ N....a- 1& ._ ~ 11 (Mdl. ... ......,.,., ..... ,.,. 
• c..t- fll ,...,. PO na-.,..,. ..._.. t,.. .. ,. ,...,nl a-.... BaM •,.... ..._ ,.,_..,. ~ 

··~o.c. .... ____ ,. 

UNITED STATES OF AMERICA 

2 PERCEI<"T TREASURY BONDS OF 1951-M 

patl4 ... lldritC l•tn'tllt ,,.... Stpt,_Mt ti. lt~ • Det:S.,..I......,.I$. l tlrl 

. lUI A"f Ttca Of'nO,- 01' TUK t:l'frn:D STATES AT PAt A..'fD AC::C::.VIm "'TDaT o,- .utn 
~ t. AnD SIII'TitdEil U.. liSl 

1akt'8l ,.,..... llart.' 13 and Stptdlkr n 

TREASURY DEPARTMENT, 
Oma or THI SICUTAIY, 

lVuliAgtOtll ,~~~ttJMkr l, 11.63. 
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UBSR\' MORCE.,,lAU. JR.. 
Stcrd.,., •I lA• T~ 

.._.._ ____ .. 

UNITED STATES OF lit:ERICA 

% l~<nl Treuur1 Certilka..., of !Jode-of S<riH E-ltH 

TREASURY DEPARTM&ST, 
Of'ntz 01' Tlfl SltUYA&Y, 

WuAia.,t..,Sqt~INr•. IIU. 

1. OPFHilL"'Q OP CJ'Jt'I'IPICATBS 

1. 'Ole Scen~tary of tho Trtuury, pvrauant. t.o lhe authority of the 8ec(lnd Llbclf"\1 lklnd Act. 
u amefttkd. hn ltet aubleriptlon.., t\ par and aoorued interea\, trom th0 Pt(l~ ot tht Unlk'\1 StatH 
forwufltal.d of lndebtedntlf of tho United Statn, deeiputed la J>erccnt "'"rtuurr Ctrtlllcaw or 
llldcbt.l'clnH~ of Serietl 1~10·1•1. Theae cortlfkaw. wm not. be A\·aila"lo for aubacriJ~Io.-, ror th~lr 
O""' al'('()tlnt, by co.nm\!rtlnt banke. which nr._, d~fim-d tor tht• purpoM u banlc• ~Wtel~lll¥ dl."'ntllld 
dtt*i\1.. TI1e amount. or tho olferh•r I• not t J)(!Cil'ically limited. 

11. l) tt.:~CRIPTION Ot' (:F.RTIYI(;.d'F.S 

1. Tbe ee:rtincat.u will bt rta.ted Se1,u~mber 15, 19-13. and will belli' inwmt fl'tlfll thll\ dAte •t 
the rate ot ll pe_rtent. J)C.r annum. payable on a eecntanngaJ ba!~on Mardi lllrwl Sca~mbrr 1, 1!) 1-.1. 
TM)' trill ma.tu.rt SepW:mbtr I, 19<14, and wUI oot be avbjed to e.JI for R!6en1ptloo prior to nu1turll)'• 

!. n,e income dtrhW from tM ttl'liftt.a:t.et shall be au.bjoct to all Federal tax-. now or ht"'-"' 
.t\tr &miiGM4. Th4 ctrtlfteate. lhalJ be rvbJott to estate. inberita.noe. tift or Olhtr t);(:lM tax~ 
~ Fedt1'al or $\aU, ~Mat WSI be e:umpt !rom all tADboa DO'I' or htreaftn t.mpc!M'd ""' the 
,n.dpa) or ln~t tbueof br .._, State; or any of t.he porrestic-t of tho U•h~ Sta.t.to&. .,.~,,. &IU' 

lcQI tuiQ& authon\)'. 
L "''bt rertUicat.ea wU1 bt acet'ptable 1o IIKQ.te dtporita . r pubbt- ...,..,.._ 'ftwt wtll not be 

~ , .. pt.TIIM!Ilt ot taxa 
l. BM.ru ctrtl6cattt with lnwr.t cou.poaa attathtct ..U be iuaed "' c~MoMina.t*" of $1.000. 

$.i.OOI). $10,000.$100,000 M4J $1,000.000. 'Tbeeertltc:a~ will • be iMuecl i• rq-l.flt...t form. 

$.. 1'M c:trtfftc:at.ea; will be eubJect. to Ute 4fMral ftiU]at.i<llu of tho T'"""rr o..,.nmcut. oow or 

btrtaftv- prescribed, aowrnlnr Unh.td St.ate. «.rtifxat-. 

HI. 81.lii8CB1.P1'10!'1 A."iJ) AUOTV-''T 

I. Suble.riptlonJ wUI be recelYec.lllt the •·oo.eraJ Rescn·e l}.ankl and Oranchol and at thtT're.,. 
Ill')' Oep.'l-rtment, W11.1hlnrt.on. An offerlnr oJ IC(.uritleaot IOOntkal or aimUar tenor to thott offered 
b)· tbl!l el~ular will be mll.do for Oao exclutl\'e au'*rlption of <:00'11\le~lal blu\lr.t lhortlr afWr l.ho 
condus:!on of thl• ofrerinr. Until 1u¢h ~rcring hu been madu and 0\6 book• thtrt(ll\ cklled, or until 
t.m dl)' atter tho tubatrlpUon boollt c10141 on thla offering, whicl\e\'er lt e.Jrller, commert:lnJ WJ\ka 
•rt requested not to purchut and tl.lblc:ribera m re<tuet-t.ed not to trad.o In the tae.uriLlu oll'erud by 
lhia ciftular. Banklnr lllltltutlont rtnera11y ml)' 5ubm1L aubecripdont for aceounl. of cuaWmen, 
lnlt only \he Federal Rcetl'\ .. Danb and the ~a.aUI")' Dep;rtmtnt.llrt authorla«t to act. u on\clal 
~lea. Sublerfpt.lona m\.111. be .ccomJ)f.ftiecl by p&)'Uietlt lo tun tor tho ~nt of eertlftutel 

..,.t...t lor. 
!. 'lbe Setretarr of the ,.........,., reetn"et the rigb.L to rejec:t. ant rut#riJK)ollo In wbokl or in. 

Jlart.to allot leu than tht amoullt. ot Cltf'Lifteatea applied for, ucl to ekiM !.he boob u t.o u.r or all 
~JM.iou at a~ WM wtlhout aotice: and any t1Ctioa he m&J' take Ia LheM ,...peet.a lti.&JI be ftDaL 
W.;.t to U... reMrYadO ... all .-ben'ipdou 1ri1 be a]:1o«cd ia fv.n. AUocmtfi\ DOdoM wiU be 161\ 

..._ ......-pc.ly upoe alloUMftt. 
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IV. I' AYMENT 

L Payment at par and accrued interest, il any, for certiftcates allotted hereunder must be maclt on or before September 15, 1943, or on later allotment. One d11y's accrued interest ia $0.021 per $I 000 Any qualified depositary will be permitted to make payment by credit for certificates allotted ~~ 1~ customers up to any an10unt for which it shall be qualified in excess of existing deposits when notified by tho Federal Reserve Bank of its District. ' I() 

V. GENERAL PROVJSIONS 

1. ~ fiscal agents of the United States, Federal Reserve Banks are authorized and l'CQUC3ted to receive subscriptions, to make allotments on the basis and up to the amounts indicated by lht Secretary of the Treasury to the Federal Reserve Banks of the respective Districts, to wue allct. ment notices, to receive payment tor ccrtiflcates allotted, to make delivery of certificates 011 full·Jl3id subsc~iptions allotted, and they may issue interim receipts pending delivery of the definitil·e certificates. 
2. Tho Secretary of the Treasury may at any time, or from time Lo time, pt-escl'ibe supplcmcnw or amendatory rules and regulations governing the offering, which will be communioated promp!Jr to the Federal Reserve Banks. • 

• 
RENrtY MORGENTHAU, JR., 

Seeretar-v of the TrOOIIUf'¥. 
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August 18, 1943 

Mrs . Klotz: 

The Secretary told me the other day that he wanted 
three co~lete sets of all the posters on savings bonds , 
as far back as possible, set aside - one for himself, 
one for the President ' s Library, and one for the Library 
of Congress . 

Yr . Harris in War Finance says that the Secretary 
at one time requested that 100 of each poster be set 
as ide , and that has been done ever since Baby Bonds 
were first issued . 

Does the Secretary wish to have War Finance continue 
to set aside 100 of each poster or does he only want 
three of each? 

Jlrs . !.lcHugh 

Phoned Kr. 1..-x Barris, War Finance, on 8/24/43 and 
told hia the Secretary wants 12 of each poster on War 
Bonds held tor hia. This includes 12 of each poster 
since the start ot Baby Bonde . - XcH 
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~~ t~JiiJf! Iii 'll1 1 ~lf~iJii~ r 
fa~ J=f'~!J!1r ;j~· !';;!J il~~lli{;• I 
fll llrr ,=l : ,, ·'!'!r ~ rl!1-=i­
;fi :'liJJtl• ~~~~ i!~~~~ :1i~i!flir 
;f~ 'lfl,l~•: fiJi !J'!i: lls:~r~~il 
ffl iril11~:~ ~~~ JrJ{.: ~i~J;f,l~: 

a IJf II' fl·JJ ~flrf~ 
•f~ 11fl1• I -~i r~1 ~! J. 1•t1 · r~-1 
I ' i :i(' t i fre&l II ~~lrf:, 
rf( ~~~~~~~- •i! r(lil iiili !Ef: 
11 i'i! •·' f i i''·· !l!f,'lr'r 
;;! 1&ltl'~l ,r, t'!'' lif=Ift;ll 
~ 
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-2-

Propor\1-\el.T, tloie ..... h ,.., lHe \Ma \lie .- ...... 

-•• ...Uoll ,.. .. , p\ 1'1'011 1M1YUM.le ~. al'-•" 
.,_.,lac-_.. ter olr_\ee_ IUft1llll1Joc hlw a\ .... ~­

e•\ aa4 \be tao\ tile\ OoYei'Dat _,1..,.... kft eet MMtl.\eA 

oo c rea\lT tJuonP -.l.N7 la- ...._ \lie -· 

I realbe tat w are •*lac fer a let et ,..., •• \lie 

,..,. 11 aot n\ et proporl1ee te tlw ,...._ ~ -talalT \be 

b ooa•Dl- ..bi* • aU. 'boel ,... .... -., - h 'T -
parbon ..all 1A4ee4 \o U.. ..Ul- Wl• ..,.. bela& _.. 8Tflr7 

~ bt O"U u-..4 toreee oa \lie •"h trea\a. 

I wult 11ppi'MiaM U SSO.~ 11 \lie ..,. ~\ wnl& 

Mice aa effort \o nU aa atra 'boel hr~J~c \M lept~ llrln 

\o eac:b ot 1\1 o1Y1Uaa ..,to;r•a. ael al• 11 \lie enu1 r;r 

t ao1Utlee ebo-.1& 'be preYi.&M &vne. \lie Crlft fer \M wale et 
1111 ext l'l\ 'bolll. tor •llh \o U... alto..- ,... ... ., et U... la'f7• 

the tr...eer;r llaa W -·"wMltl taniUl• -..n- lllUl \M 

tlu .U dfleia\ etn.n • lien ..._. of \lot Me& erpai.­

oa\loa ot \lot ••"7 ~'• ~ I aa __,... _, "'-" an 

MP&'bl.e ot "'*'• \llle 'l'M\a 111\be1n -u. ...... ~ 
to laliYit.J.e. , • ..., tloie, at .. _. ... w'll14 retul,.. 70'111' -

tloll .U ~\, !Mtle ... , l - e&l.lf.as .... 78'& far ..... 
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......,., u. 1911.3 

.t.o 70'& laov, ""- GoY-\ h MW 1Jm"ac a\ \M "''" 
of fl~ lllllloao a -\ll tor ,... ,_,. ... , Ia ....... \a Peaoll 
tb.o Jdce\ u\laa\a \be• -\lilT apeMl\""a will M.Ya \a 
a•II'OC• .. ~ llllUou. Jlll1'1ac \be !hlrt IIU' LNa Drift, 'IIIU • 
........ • .,, ....... 9. \be beanl7 will --\aU \a 1'&1 .. 
tb.t 1M1• - et tl5 'IIUUoao \a \alte - et \M MJaP pan 
of \b.t t•aaa•'ac at \Joe,... tu1a& \M-' few -\Joe, Ot 
\ be tl5 llllll.eaa, aloe'&\ e5 'IIWI.eaa _, - tna tMlrtdMla 
- ,...eoaal \pu\ _,.. ,. "'' ~ ......... _, ..... 
.. 11'7 ,... •• viU. aa s-- oP vl\ll aua--. ,._ ~ -

llvtal ... laa\ au -\loa at \lola e&l ...... ,...., ... _, 
oall ,.....17 tvl• u ..... Ia 'IIdia \a lati.u.ala u we U& 
I.e \lie fuo\ llalt of \M ,..... .. will 118ft \a e&ll llaMa \a 
~ .... 17 "'rr -.., - 8&4 *114 Sa .....n-. ..... , ,. 
r ... •- \a •-· f.- ..._. \a 1Maelo Sa faa\aruo, ~ 
troa "'* \a "'* Sa atfl••· 

.t.a ...,.rleklac of _. -ca1\114e .... alna \b.t flz1'1C of 
'1•'-• tor \lot ..... , .... a\a\ea aat lee&l -1\lea. IMM 
'1'10\ao •-• .... 117 aa\ \ali:e la\a ,_, aalea 111r \lot Oo•­
_, \a lh ow -lo7••· 

!be rro•• ••\lilT .,., POll at \lt.e Oe••••' fer olnUaa 
"41Plo7• .. 1a eppPOzaa\alJ t522 allll.eae. fth _, will -
toute417 "" --"' 1a Ma7 ••• 111r s.- - aua .. ._ 
b.t- eaall , lllbl. laa4 .--la\e4 ,,_,....leu oan.l'IC•-
o\b.IP ••- 'It r-* .... pal we ... , aall Mod tl56 aUll.eu 
of wr llea4e \a J'.....U ~ tanac ..,_ ...... , at ~ 
ra-slll7 tllo aUl l.eaa v1ll - UuoooiP .,.,_J'Oll alle-\a ea4 
\lie 'llal e• at ~6 allll.eaa f.- a\J'a ..- e&l•• arl'IC \M 
Vl'fa. 
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Prop01'\loMMJ.7, \btl -- ll -WI&\ 1111 \lou \lie per ... , .. 
_, ~• ,. _, c•' tru lMl.u-.1• c...U,, alle­

haTilll - MAe ter .u-...._. ...... ~ On-\ ""P141J'­
• ..,, ad tiLe tad \a\ Oe•-' ..,107 ... boo •• 'Naet1~ 

oo ~\lJ ~'UCh ealU"J t.a-•• 4ariac ~a wr. 

J realha \Aa\ we ..,.. a *lac tor a lo\ of •••, "'"\ tiLe 

deead 1o DO\ oa\ of prepor\loa \o \lie --'. """ .natalJ tiLe 

1nooi1YW- w1oll 111 a:\n 'lieU ,.... .. - - 11 1IJ -
parlooa aea1l la4eM \o \lie -II'Ul111 Wioll ..,.. 'Nlac M4e IYirJ 

4.a¥ 11J oar ...,... tonal oa U.. llaUlat .. ah. 

1 W1114 eppraola\a 1\ cna\lJ 11 U.. liar ~' w1114 

.,.q aa atf'or\ \o •ll aa a:\n ..,_ toarUc tiLe l ep-w Dr1n 

to _. of 1\1 e1rtllaa ~ """ al• 11 U.. -•MrJ 
f'ao1llt1ee olanl4 lie P""'u.t 4vlllc tiLe 4r1n tor 'be eale at 

aa u\re looM tor •lh \o U.. ..Uenoe4 per•..al of U.. Azw!T, 

'lba fN&earJ !lou 11M .... ~. tawn»e ..,..n- vl\k U.. 

tiM """ att1ol•\ ottt~~n • Mn ....._. et \M 'lleM •J'PIIi.­

sa\lla at U.. War llepolr\IIM\0 """ l - •&Yiaelt \lie\ \bet' ..,.. 
oepa'ble of re"'hhc \Ide tw\a vl._, -·IIIC ...._ ~ 

t o 1M.IYI.'-le. !It .. \Ide, et ........ ..U. "''lire JWr -

Uoa M4 • •ace•'· !lila\'• ,.., 1 • ..Ut.ac,.... 11• tar ..... 

lleMII'Ull &1U7 ......... 

s-.\U'J of ... 
1faob1ac.... II. o. 

..a, •s-.l:1 ,._ 

(llc4) II •• IIO&Giii .L"IIAtl .n .... 
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I .. eaolooi.JIC for rov Woli'MUoa u4 plclaaoo a 
....... \o eaplo;roeo of u.. ~-ovr Depar-t rocar41ac 
U.o !b1r4 War L- DrlTo. PlMM - \M\ \hio ... _o 
rocolno appropriate 41o\r11MUoa, 

Ao .,..,. llllov, - Qo.,.._, 1o uw ep=U• a\ \llo 
ra\0 of tll \Ulioao a -\ll far .,..... ,...,..... Illar1'IC \llo 
!ldri Var ~ DriTo, 'tOildoll --• lepW.Mr ,, U.. 
~.....,. vU1 ,....r\aloo \o raioo \llo o\'IJmfru - of 
$15 \llltoao \o \aka aaro of \llo ~or :pe.r\ of \M f,_._ 
1"1 of \be .,..... ariJI& \llo -' fov -\llo, Of \M tl5 \U.. 
llou, a\oa\ t5 \illioao ... , - froa 1af.1T1~• oa4 
porooaal \rU\ acoou\o. t. co\ \hio •MI1• vo ... , r-.. 
nor;r peroo• vi\ll u 1a- or vi\ll u\ra 80UI1 t'rM utT 
eovoe. 

Dv1J1C \llo lao\ o1z ••Uoo of \hio oal ....... ;roar, vo 
.,.., ooll aoarl;r \vioo •• -a 1a \oaf.o \o 1af.1T1taalo ao 
vo 414 1a \llo flro\ ball of \llo ;roar, Vo will loan \o ..U 
\oa4o \o -11 .,__, - - oaf. ohU4 1a -1-. lo .. , co t ... bo- \o liD-, f..- ..,_.. \o ._. 1a fao\orloo, 
.., t ... ta• \o 4otk 1a off1-

.t.a ...._t.okSac ef .,... -.at..,_ r"'alro' \llo flz111C of 
"""' for - ftl'1o'u o\a\eo .... laoal oo • Ueo. IU•• 
\110\oo .._ooaril;r ... , \aloe la\o ._, oaloo _, \M 
o. ... _," 1\o- 8pla7ooo. 

he ""'"" Ma\lll;r ..., roll of \M Oo•• \ tor 
o1YU1oa -.ploJ'ooa 1o ~\al;r t5Z2 aUlloao. !ll.io 
__ , vUl ._...\ofl;r \o IIIIPID, ... 1a - oaooo _, l.a-
ooao .... odra •oh. ._r .-11, vbioli W aoo J•\of 
tr.a ,.. ... lou oaral'IC• oaf. o\llor oo-•· "' roaeb ..v coAl 
vo .. , ooll a\oa\ t1!16 a1111oao ot .ar ._.,, " ~ 
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.-pt.JM• ...us ........ ~ ** ~ fiiO 8Ullaa .w. 
- \loiMIII ,.,_...u ..u. ..... llllll .......... ~ tu6 .u.. 

lUU fl'M eatN _. a1H WU. a. trl-
la ....... ,._aU h~ a.ew-••• 

..tr. ............ tu6 aUlMu ........ ..u..w .. .. 
ftl'leU t I •ate, till II I..,__,,, llllen 'llftlal 

f:J,llq,OOO, A 'Ill" H wa ~ tlaU lir 1w • llllll .a'U. 11 

.-leeet. Pno,.ns-~ ..... l'.e-1 ..... " .. .., 1-- .. ,.. -----.-sa ........ ,_ S.U..u.le 

,....ur. allpq ... ~ ......... ~ • ...._. -

10 'he'"-' .,.1~ ' ..& till ,..._ .._, h•• ••• 
_11,..1 -. •• '-ttlW 1ft paUT ....._. lftlal7 S.. 

-·--tile .. , • 

O.edURUoa llliiiiiiU IMttletet, 'M ISYa .. tile teUlftc 

"P II .. erpalatt.a la .,_ --. .. Rft7 • till ftlN 

.... looM ~n ... .sau.u ..... , .-sa .. '" ... to llutl• .... 

Pa!7· ftl11 ean.p C ; tp Sa - ~ ~ rit.ll IliUM w MA 1ft 

...... _.. tn an,.._...._ .. hdCM,_ till Mit ..,ule 

~tleial _., .. , ... ~,. till wa 71•\lea Sa,_'--

or ott111, ..a -. -- aUemA a -u.a ~all ~Wl­
et 'fna8W7 a..- llllllettl- at 3 •'•* .,...._an-, 
,..., 21, 1,-,, Sa - ,.., !I _, ....... to ··-M tile 

_,.sea plAu, 

l\ " ., teeln ... , .... ~ ~ "W7 --- ... .m .. 
ot tile~~'-' -'" .-..

- at-tla .. t.llle 

...... to \lie -' ... , ~ alftlftr-' ~ .... »a 

3Vt.Unlla .w. eleu'll' ......., ... kl• la'-" Sa tile -· 

ot tile fklrt 11er LoM ~n .... 

(-..) L IID».mll h • 

• , •• 3 ' 
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1ur1 rfr 5 u 1 u n~: 1 ~,~ ~~ r ~E.., " 

1: r a f I ~ lj I' i ~ i r I r hi I . .:· t; f l i ~ l r £I! .. ~ 
r,'~~~~ I ir alrii! i;iG!ill; !sl~ l~lt I 
J lf•i•lf s· -(.n •. z[lll·!!e .,. 1:. 'i1 i 
f. (a:f .. , 15 ~~~.;-t,l: ~,,;a:;-f .. 4i1l l''ii ~ 

11 ~ li • '• 1 ~a I'' ~ a:,.~ 1 
r ;, J• f if:,,.; t; • • : ~l r)J I 

~~~~~-f~ J1 il•f;& ~~JriJfl :rt1 :~~· 1 
a:a:l ,a , 11 -.J :•l! 1 tlr~ ~~s:r 

iili•s:J , li•'! '"l~•~r~l rl(i ! ~ 
i;(a!ei, l ~~!~! .l~illfi ··l! :•; 
!;i~(j! ; !f~=;; 1jJ,rt:f !t~ ~;1 
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..... ,.~.tU..Ina~·· *•'' ... 
~ ...... ,...,_ .....u. u.. .. -.... trift ... '-" 

tl.Dl•' .,,llq,ooo. wt.Uda *• .. '-1 -a, • ..,... .. 
•lk .... IRa '- IbM ,_., ..... , •rue at ... .. I 

..,.._-.& .m- ,.._~--'!!If p .. nw Ia tMil' 

at'*' t wUl ...... ea Aa •''"-'lft I lA 1 ..... , Ulit 

ru--. ,__, •'- .. u.. •• 1 .,.,.,., r llllaU 
_,_ wl_. Ia'-' u.. ......... at ,_ fllft.w Ia ftlMS. 

\o \llat et aU.... fa I em-, llaA I .... :rw trill .. 

rev •••' .. ,.. DR .ntw-' zm ..,...._, • U.. 
... JaW,, 

T- .U..h ._ wU1 ..U • ,_ .... lllc ... trift, I .. 

tllat , .... Una te lila JII'U•U,. I a'MI', lie wU1 wt 'M 

.......... :rw .... -*- ... ,_ .. ~~SNell, ..... --

.U.al ..- llr l:le leta • .... a J•' - " alia' ,_ 

aU Sa tile ••»•' el .,_ ---' ,_ 11:, nlaU.._ 
.- hs-1& • u.. lleWe ,....., r .. -.. a!* ... , 11e la 

&11111111 ;rM f• a let fll ....,., - I 'MI', tile ..... la wt 

.... , of~ .. U.. ....._ AaA ~. tile • TWSww 
"'"**» a • .,._..._....,_ •• , .... , •• 
...-.n- -u laMel .. u.. ..us- """* - 'Mille ... 

«wt ..,. - ·- -- ,..._ - ...... u. ,.. ... . 
lll..,.al'" J'WI ._ ..................... __ , 

* ..u .. , ....._ "'" * wz • ,_ - .,..._ 

~a " ... • au IIIAI .Ill .... ID :a..r.AB. 

--...w,.,. 
1/1~ 

(~ L •~•• .. s•ll• lr. 

': ..., at .,. !Ia~ 

sa 

Regraded Unclassified



1'1 rtJ11lt·••::tft'E-Jfl ~ffl'rf!. ;Ji r 
n ... ~~ .. '£- ...... •li ''. - f : 4r. ... u .... ~ .. 1!1 

"'~ ,.--~4j~~~~,~~-~ ,-~" , .... l~'=•f ~ -..·· I 
fiu .r.~. "~1::1 •cs i' ... ir; r- :::.,! •"r!J 
.... , '1)}11 ~ r~, 'J'Ifi i !•1= r ! . 

~ • ~r ~ r.r~• =i .~ 
-~~~ Ji •iJI;lt r.larf ·1 rzf!!. i~ ~~ 
fti ":1·1~~· •i(fl;fJI~ ~~Jislr1 1ff~ 

rilr l;ll~!rJJif'ii~J!f~ 1!filfft- ~~~! 
.all I , •• f ·'s(i=-util lrr=•:ol ai.r~ 
·,l 1 :li•l'f~l'~~~~~-,ifr f 1~=~r-~ =fJi 

t f • ::1 ~ ~ £ .. • • ! f1) r l 1 .. r. r I h •• 1 ' ~ 

. , •• 1~-~l~Ijltlir!l 'r!,l., .. 
i jf!r ~ ,.r ·l•ii't r,itfsf !lJ! 
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bao oleo ,._ \be ?OolU• \be\ l\ 4ooo ••• 1Mit vital 
'''"' _.. ..-- or orcoahaU•• .a .. ruosac \bail' 
pro4u\o or .. u .. us.. wi\11 • ,._._, \!Ia\ ~ of 
\U 111 .. -,r1oo 01' p~o h llelaC 4na\e4 \1 \be 
fi'IUU7• 1 • ove Jn IIPPI'IIla .. \be , .. , u.o• lf 
pJ'lYO\o ?4'1'1 ... ""' ?On1\\o& \o ooUoU .,..,UF 
o•trllnt.U•• tor \be ..,. .. _,,, U.h wwl4 atfor4 • 
1-oUYI tlo14 tor U.U.Oo' ?OJ'-• .. -protU u&er 
\be ,.UM of llelplaC tho h'fl,_,, 

llo MYI alOO ...,,., \be ,.Ul• Ulo\ .. 01011 ' 
u-14 u\ ~ or .. _.. ... ,..,.••• .. ralM f'llab 
,, YllD\..., -\rlW.\1•1 'II"PM ...... \la M1 \ee4 .. 
alYI \be lllproo.t• .._, tM , .. ot "-lac \be - 11 
of 1ollll' aapla&o \baa h .. w.111 \be - _. .., loe4 
laAl..uwalo .. llelilw U..\ ~ MYI '- \bell' ._ liJ' 
ul<lal rolo\bolf .-11 -\rlh\1_. .._ ~11 \Mt' 
llaYI tall• fill .-.t ot u. 

1 • p1 .. Sac ..... 'h'vololl ' • lo\\or la \be uul 
eluoaftol ..s .. ...,...,lo4poa\ ot ur -'""•"• will 
lie torwor4e4 la J'll'llld ._.... \ 

,, • Jp 

..... c .......... ftl, 
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O"Pr Hpnry : 

n •c w H tT il Houac 
WM Hl NOTON 

Aueurt 11 , 194;.'> 

Thi s I th l nk , cnrr iPP out your 
l~ra on voluntary pub~cr1pt 1onF , ond ie 
perlt··p~ one mo e f1.,ld you m11;ht teo . 

I •o not; kno•. v·h,.re to E"ne. t he 
chPc': , but a£ 1t l e u ,~ out to you , I 
t'-.1nk l t h&d better ,o to you "nd vou 
"'Sll put i t to Q'OY vt,. you think \•-1re . 

AffPCtlonotPly , 

Regraded Unclassified
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TH~ 51ECA.£TA"V OF' THE T.-EAaU"V 
. WA8 HINOT0Jrof 

AUG 1 8 1943 

'I'll• authorizstion of July 21, 191.3, ~o llr. Randolph E. Paul, 

C<>ner-..1 Cour.ool , to ou,..rv!.:· unc: d i r..ct ~h .. ;>ol1c1cs e.nd activities 

o! the Attorney f or t !.c GoN l'll<'eft\. •~•d l.l.e co ... ittec CD Pn.ct.iee is 

here~ r;upple11entcd to ~rovide tl~:<t t he o.cc1£)>tlunt of tl1e Cormtittce 

to tho t.(ll\inivtratl.ve su.l<'rvlsion of Asrl.ut .. n t ~ocret:u;· G•.ston, as 

d1Nowd l.n Tra&•UT)' De"~r~oont Orcier No. ~·6 of Octowr 17, 19J9, 

s~all t'ull!lin in effect.. The s.uthor!.ty d,1lugut~d to the G.:-nerc, l 

104 

Counsel by the Order of J~· ~1 , <91.3, I.e not to uffect. the Comitwe' • 

ree,-sibUI. ~ to bsl.<l:ont Socret<ry c·.c ton cr l.iu L'- tho>·!. ty w1 tb 

rve~ect t.o 1tc 01-c:!er s . 

Secret.ary or the Trc~sury . 

,. , 
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TREASURY DEPARTMENT 

INUII Ol'l'leE COIOoiUNICATION 

.,..,. August 18, 1948 

JO 
Secretary }Iorgenthau 

,.ow Mr. McConnell 
The following seems to express the eonoensus of intel­

ligent opinion in anslysis of post-war planning in World 
,Jar I . The explanation for the non-existence of a construc­
t ive plan to meet tho change at the end of World War I is: 

1) concern that post-war planning during the 
conduct of the war woUld divert attention from the 
primary necessity of winning the war. 

2) lack of Presidential support for a domestic 
program. The President was engaged in directing the 
war effort and in making plans for world peace. 

3) failure to denote a single agenoy to conduct 
a program. No decision conoerning Whether the re­
sponsibility rested in the legislative or executive 
branch of Government was made . 

4) fai lure to anticipate the early ending of the 
war, 

5) failure to comprehend the importance of creat­
ing intelligent public opinion in order to win support 
for a readjustment program. 

To some extent , at least, the same confusion exists 
today that existed in the summer of 1918. This confused 
thinking of post-war procedure is similar in some ways to 
tue confusion of war preparedness in 1\141. It ·11ould seem 
evident that it is going to be impossible to deal soundly 
with any ona problem unless we make a determined effort to 
see our problem as a whole . 

It would seem that some Department of Government should 
undertake the task to bring together the scattered activities 
o~ the several Government agencies and try to develop a eon-. 
s1stent over-all policy. 

• • • 
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TREASURY DEPARTMENT t ? 
<.../) -

INTER O FFICE COMMUNICATION 

TO Mro. llcllu4h 

Mr. ~ickton if"' m':'J> . 

subJoo~l 0$4Colla~1on of Brltl~ Contract• 

In accordance with the Secretary' 1 recput about a aonth ft&O, I 
chectt4 on tho cMcollation of Brltloh contract. . I talked t o l!r, Mack, 
Director of Procur~ont, and to tha Contract Sect ion of Lond-Loa ao 
J.aWotratlon. I vaa lnfor.oed t hat thoro b.>d boon no vholooalo ean­
callatlon , but tho.t lna~oad, certain co .. itaonta placed which had been 
;uda aoaotlao eco vere readJuoiod io current roqulro:aan~a. \'hh read,luot­
cont procedure C0 81 Oil all the tl.llle , 

I bad Aal<Od llr. J'itZ&erald for an opportu11H7 to toll the Secrotsr7 
tho roroco1De ao:netimo aco. hut tho Secretary vaa tied 1lP on oocot hing 
ol .. nil(\ we Juot lot the matter ride . 

If ~he Sooreto.ry would like oomethlJIIl tu.rther, I can write an official 
letter to tho Lond-Leaoe Admlniotratlon for detGilo. Plonll ndvloo ., 
office in DIY a'boence and the arr&ll&""'onta vill 'be taken care of. -r::P'L ,,e 
4:1~~.£r-~7-~~~ 

l QG V 
\ 
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The re"'est made of the British Ooverl'llllllnt by the Government 

,r t ho united States f or the provision as reciprocal aid or raw 

<U~oriala from the Britis h E.lnpire t o a velue ftQm t\200,ooo,ooo to 

~J< 0,000, 000 a year was designed to ca1 ry the principle of cocmon 

pooling o f the resources of the tv.o countrie s a substantial step 

forward tonrd eooplete realization. Th18 principle is lfidel:y and 

ravot:lbly accepted in the United States and the extent of British 

reeiprocel aid to tbe United St:lteS has O'.ado 11 highly favorable 

io,>re .. i on . Both informed and partially i n1bl'108(! circles, !!Oll..,ver, 

bot h in 1. ohington and elsewhere in the Uni ted States, find it 

difficult to understand, in vie"' of the value of lend-lease aid 

Leing extended to the British E.lnpire, why cosh payments by t he 

United 3tates Go\emment for raw materials obtajned !rao the 

Pri tisll E.lnpire should continuo to be nocossary. 

Tha propesal set forth i n the Briti sh Aide-Cemoire of August 2, 

194) is a welccce contribution to the purpeae eent i m ed above, al-

thou h 1 ts detei ls see= unduly restrictive. 

1. The Un1 ted States Govenment baa s eparat e reciprocal aid 

agreements With the govemments of Australia lllld lle» "ealand, and 

i o negotiating such an agreement with the Gowtnment of South Africa . 

Tho situation in regard to India is different . The Unitecl St ates 

Government does not have a reciprocal aid agre11111ont with thO Government 

As submitted to the British by the State Depart=ent, 8~/43, P.;.t. 

• • • 
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o! India ard does not consider that it would be practicable at the 

present tl.me to conclude such an agroomont , The Uni ted States 

l)oVc mment would, ho"ever, be prepared to aclvise t he governments 

of AUDtrnl.ia, New zealancl, South Africa end Indi a of the procureoent 

progr8111 "hicll it clesi res be transferred to a reciprocal aid basis , 

J.t be1n& understood that such fi rancial arrangements as may be neces­

aen to permit this to be done would be for discussi on bet"""" the 

&ovu ne«>ts of the l)Uted ll~doc end the other llritish Elnpire govern-

•n s concerned. 

2 . llany United States Goverl1lllllllt contrsot.s f or ~~~aterials from 

Cti t l sh Dl\p:l.re countries do not tem1.n:. te until sometime after 

Oc tober 1, 1943· The sugges tion of the Sriti sh Government that the 

art•angemont appl y only to contract s made on or after OCtober 1, 1943 

l'()Ul d thorefore mean that during the i mmediate 1Uture the reciprocal 

aiel extencled i n the fom of raw mt1 teriala would !all short of the 

ucunt deemed clesirable . For this roaaon, the United States Governt:~~~nt 

sueaests t hat all of i ts raw material contracts in the United Kingdola, 

;;outhem rhodesia and the Goloniea either in e ffect on or signed arter 

July 1, 1943, be brought within t he scope of the progra:> and tbat 

ar ran£er.tent s be 1'1oricecl out 11horeb)• as the need arises, the necessary 

means of payment wo.tld be made available t o the United s tates Com.­

merc1al Corporation or any othor agency deeiennted by t ho United 

St Qt es Govonuront to pay for any deliveries 1114de on these cont,..,ote 

on or after July 1 , 194J . This would pemi t the two gove rt!lt.ents to 

108 
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announce thot since JUly 1 , 1943 the United Stoteo Govern:>ent bas 

beon r oco1v1ng wi thout charge and as reciprocal aid all raw mat erials 

procured by i t 1n the United K1ncclom, Southern Rhodesia end the 

COlonioo. 

3· Tho Dnbassy•s ldde4!emoiro states that the decision of the 

•r' tish Government to supply a.s reciprocal aid the raw C".atsrials 1'1"" 

clw!od b)' the lhited Statss GovetTUDOnt from the United Kingdo:n, Southern 

f<hodoai a and the i,olonies on contracto sicned on or arter Octcber 1, 191.3, 

is a do on the assumption that the list and valuation accompanying the 

letter !ro'll l.!r . Stst tinius to the lete Si r Frederick Phillips of 

Juno 26 "represents roughly the effect ot what is proposed and that no 

mojor i tem will be added". Thin tsbulAt i on wee subni t ted to Sir 

1'rcdMck only as e rough irldicaticn of tho ~;co,..e of t ho cont emplated 

progr.,., It was not meant to be ~en as a de!1n1tive lis t of either 
~ 

the quantities o r the specific collllllOdities which t his Government cdght 

Yoish to bring within t he prog...., . It eeocs desi rable because of con­

stantly changir<; ""'r conditions tho t , like lend-loan , the arranga:ent 

be kept as !loxiblo as possible in this respect . Ti:e United Ststss 

Go'lcnuoent, tha te!ore, urges that the acroement not be ,...s t ricted to 

a pu rticule r list of 1 tems or quanti t y thereof . 

4 · The United States Government e.ppreciateo the willincness or 

the Er1ti sh Government to meet its sllt(Bestion t hat mcnetaey figures 

! or reciprocal aid be announcod. I t i s hopod that t his r.ubl.l cati on 

may be made nt nn early oats, a.nd it ia further hoped that subeequent 

• . ., 
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periodic publication may be in such form as 111 11 permit the United 

states .. ar Depart.:r.ent either to withdraw or to modify the instructime 

is&uod i n June 1943, so that 1 t Will not be necessary ! or the fiar 

t ejlt rbnent t <> make i ts own independent evaluation ot t'Ociprocal aid 

received in the United Kingdom, 1n Southern Rhodesia, or in the 

colt niee . 

. epert.unt o! State, 

.aah1~. 

110 
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pARAPHRASE OP' T€LF.QRAM RF;CEIYED 

l'ROII , Amllr1 crm Embaee~, Chungk1n(l , Ch1ntt 

110. • 1!'>04 

Thle l& mes~ttfle. TF-1a2 rrom Mr . Adler for the Secre­
t~ry or t he Trenrrury. referrtnr. to the DeoP.rtment' 8 Ci!ble 
or Auf!uet 1=', no . 110::!. 

1. The beard hae nevor glven ttny tnrormPtlon to the 
nrcn~ 8XCtltlt 1 tR rere OfflC1 A1 ro1eapeft And eeerecy AB 
t o l. t• oooratl one haR been mn~\ ~tently nreMrved . 

?. , l t \! nubli c knowleOge thAt Amer1cnn no ld1 erA, 
e npuc\1111Y 1n r.unm1np;, ht~ve mAde up to AOOIC prortt out 
o r trenMctlonll tn liB Oollt!r boeksO eertt rtol!ter , enr1 the 
eold l nrn t hftmPel ve 11 hPve ,,ev"'r tr\ Ad to keep th t n A •ecrct. 
'II t h reppnot to the ~ t o one ftYChPn~n rt~te, l<nowlede:e 
\n \ nevttnbly ~ldenorel!d etneo mt n•\onnry r•l1e f nnd P.duce­
t\onnl orr.nnl~l!tlonA , d1T.lomPtA ani! Journolt•tP. "" wel l 
PP • ol0111rft Arr• ent1 tled to rece\ Vlt \ t . 

~. ~ee~tu Ae or my ri~\Fnat1on from the boArd actlo n 
on npol\oAt1nne tor US dollt>rn .,,.~ tem'IOrArtly Ptol'necl b:> 
t~ft zhalrman on Auguat ~. l!nd lt wnlt not rPnumed until 
o\U('U~t 16, The non-t~ot1on o r the beArd RoOn beeatte widely 
knotm becnupe t>p-plleante could not obtltln us dollPre. 
'l'hl • brOUt•ht nbout IIIUCh o utol<le conJ~tctur~ And •necu1Pt1on 
w~\ch ~tpread rop1dly 1n ChlnA, About t~o nr three dAYP 
l~tRr the rumor waa prev~t1ent ln Kunmlnf thAt t he boarO 
wnn O\neo1v1ng. The r.oe(\J> there llnke~ the cese~tlon or 
~Ale or 8AV1nge certltl oeten, the oloP\ng or blAck merkat 
fOr forei g n ourreno\88 8rd the non-nct\on Of the boArd On 
npol\cnt1one !or os aouare. AR !or knowledge r.oy.nrdtng 
t to etntc o r fund on Aot·ll 17 both the Central Newfl oany 
En('t1eh llullet1n ~,nd the Ch\neee Pri!~B nrtnt.ed the aecro­
tnry1t ett> tement before lhe ~enate 9~nk1nr, lind CUrrP.ncy 
Come•\ t~ee o r Aorll 16. 

4 , ~1th reeneot to the de~tpntch you rP.!er to 1t woulft 
t~ onear thAt the f~tctual r,Atter cont~1ne0 there1n wne nrotty 
W\ dilly ltn;)wn tn Chun(llt1nr t~nO thAt com"'ente And oo1n1on 
there1n ~ere oommon poe•1P here. 

A'I'CIIESOII 

•• • 
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cloudloes but. tH'Il:\1 Cl' I'\U..~ haz.o hllr.pored obeorvot1on ot roou..tto. Bo"lbinB l:ell 

concontntod, tevoro~ 1"11--o:t r~port~ inclur:ing ol leree ono MAt' t.'lo m.tin 

at.oUon. 8 StorlJ.nga a" .. toc'ted FIAT Auro-Eue;ine vork11 vHct. could bo 1dent­

lt1od in t.ho llt)Onl.tcht a ~Y ,. .rlrert~..tt. a.1&a1ng. 

l'lt.~. 142 F.:n .. ..ret.sos vare sent. to a U.,ck t.lw Uls•cr sohm:tt i'ishter 

Ac<&bl.jr hc<0!'1 at. !':EGESSBUBG. fhotosrepbs u.~on b)' a locoq\lito a~orU7 

atwnarda lnd.ic.ato Uo.at the attack iOB.a very auccc.u1'\al, lU oirc.rr;t't. have 

- lal>dod Nf~ 1n Korthwst AmCA, )0 ato outat<lndin& 1nolud1og 2 

lon4od in Sl'ITZEJU..li!) and 7 boliovcd 1'allon in u:Dr.'EJW.'lEAN, 230 aoro 

rortrt.11t1 wor o a cnt to ctteelc tho Boll·bearl.rlg Faotoric.a rot SCJJIEIUPURT 

.... of F1WlKFIJRT, J.89 at.t.sckod dropping 3'f7 t.ona, Jo:odorot.o A/A tiro and 

at.rong tishtor opp.oll1t1on, 36 Fortr oasoa mlosing. Tho pilot of a UoeqUM 

throo qUDrtaro or on hour pft..or a tto.ck r epor t. con.lidoroblo amoko r ising 

!rca. tho objcctivo to 20,000 t eet. Fight e rs y,bJch 1 upport.od these opcrotion.a 

dcstroyod 33 OftOIOI' fichtcro tor tho leu of 5, lfDdJ.~a and Fifl)lt.cr Boobera 

at.t.lekod oirtiolda 1n No.rt.bcrn ~Q and t.bo Low Count.riu and rnUvcy 

JUdo a\ CAUlS. 

l?tl!/l8th . 661 a !.rcreft. sen\ cut.: P••-• txpor!D<nt.ol St.ct.icn 

Eo &llA:a Horthocot. ot Smtllf - 586 (41 a!.adns) , BtliLDI - 8 (1 ai .. l.n&), 

lnt.ru4ora - 6'1. 104thor clear 0\.,.er P£0~tr.iDE. Pr.;.l1alnory r t porta suggest 

C.UOOOitltul attack in spite ot ortectivo &moko ::oroon. Cn<llll)" tiglltt rs \'el')' 

~et.ivc.~ , 49 en~ aircraft tlC"J O'V(1!' Eoot and Sou1'1oc.at- ENOLIJlD . l:nC!fiY 

oo.auoltice 6 . 2 . 1. Doab!: 'i'Cl"O scot'..c-: ... 4. in 'o"Orio\lt Ccaoto.l kroer. b<.t\,c.on 

YOfll<SHlPX and SlSSEX . L1ttlo ac..riou.t dl!lu~'t.. und I C\1 oooucltioo. 

l.'tAU· on lSt.h oM .•~e-t!\1 •~l'dJua ~?~~~bore 1.1. nLgbt !l'a doy r '• .( .:....~ 

droppod about 3~0 tons on roc4
1 

rail ocU othor o~jo?~ivos or. ~th ai~~, ~l 

the too of nA.LY. !'J.&ht.er boc:bo.ra c:o:2~i.r\¥:C: ~ ot"w2cic :~aoll cr1tt. ifl tho;;~ 

STRAIT ot IJ:SSI:R.t, ,_~ ~'~-"'th, 8.~ IJ.berc.!ml c!:oppc4 BO t.orw on a.irti<.ld.e a.t 

l'CCOU dtb coo4 roaul.u. Out oi abcu·t. lCO t.ot.c.r::4j)U a& cn..co• t1cbt<rl, 

0 reported dcatro,ccl. 8 Uberot.o"S Diss !.n(;. Boc:ul i l)>t.oTa t.orpeclood tvo 

4,000 ton ahip• off NAPLES . 

I 
•• •• 
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CONFERENCE Jr.IEh!ORJINDml August lS,lS43. 

Memorandum of conference between 
the Secretary, Judge Rosenman, Ur . McConnell and Mr. Lynch 

at the V1bite House , 9 : 30 A.M. to 10:00 A.M. 

The ~onference was calle~ ~o.con~ider the necessity of 
establiah1ng over-all. respons1 ~lll ty 1~ some agency VIi th regard 
to tne many problems 1nvolved 1n trane1tion from a war- time to 
a peace- time economy. 

Judge Rosenman stated that as a result of Secretary 
t orgenthau's memorandum to the Presiaent concerning the activ­
ities of federal Agencies in this field , the President had 
asked Juage Rosenman to inquire into the subject and make 
recocmendations . 

Judge Rosenman stated t hat he had already conferred with 
several agencies, including War Department representatives, 
v;ho w~re General Tompkins , General Clay and Colonel F. rrubee 
uaviaon . He said he had also talked with Jesse Jones, who is 
to t•eport to him later. He also had conferred or would confer 
with Donald Nelson. He received a at&tement of 'tar Department 
activities in this field , whi ch ha said were very extensive. 

'l'he Secretary reviewed his recent discussion with the 
President on this problem, during which the Secretary recom­
mended that the President bring the problem out into the open 
and aavise the public as to what measures were being taken so 
as to relieve the present anxiety and distu.rbance of both 
labor and inaustry. The Secretar~ related his recent discus­
sion with officials of the Bell Aircraf t Com~any at Buffalo, 
ana their concern over the precarious situat1on of that company 
with i t s present huge bank of orders and limited capital and 
consequent )eopardy to continued operation unless well worked 
out measures are undertaken promptly for Armistice day. The 
Secretary suggested that the President speak di rectly. to the 
country as he did i n his last f ireside address regard1ng de­
mobilization of soldiers . Judge Rosenman appeared to share 
the same view. Judge Rosenman said that the President intends 
to send the recent report on demobilization and read justment 
to Congress . 

. Judge Rosenman inquired as to the functions of the Treasury 
ln n~rmal course relating to this problem. The Secretary ~m­
phaslted tax policy as of pr ime importance, particularly w1th 

.• 
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reference to reserves or credits for post-war adjustment and 
dismissal par or unemployment compensat ion. The Secretary 
stated tha~ ne o/as inclined to favot• liberalized unemployment 
compensation for a period of 26 weeks, which would have to be 
undertaken more directly by the Federal Government, rather 
than being left to the States as under present procedure. 
The Secretary uid that he had discussed this problem with 
;..r. Altmeyer and, to some extent, with ldr. McNutt . The Secre­
tary said that from these discussions he received the impression 
that not much progress had been made in plans along this line. 

The Secretary emphasized that the problem of post-war 
conversion is largely a fiscal one, calling for the establish­
~ent 01 1iacal ana taxation policies tnat would permit t he 
~ost rapid and adequate conversion. He pointed out that the 
larger war contractors had substantially all their capital 
t i ed up in 11ar production and faced a serious problem in not 
having available the funds necessary fo r conversion. He ga-ve 
as an example the Bell Aircraft Company, which had $800,000,000 
of orders and only $11, 000,000 of capital. They were very 
apprehensive that compani es like General Motors, which had sub­
stantial capital, would do all the aircraft business after the 
war. ~ 

Another Treasury function discussed was the disposal of ~ 
surplus war materials. It was pointed out that this is a 
regular function of the Treasury Uepartment, and that there 
is pending legislation which would continue that function in 
toe Procurement Division. Some discussion ensued as to the 
Metooa~.of disposal of surplus property following t~e last 
~ar, wn1ch were said to have shown lack of preparat1on and 
lack of adequate policy y;hich caused great confusion, delay 
and disturbance to the general economy. 

Judge Rosenman, in reviewing the problems , fi rst omitted 
to emphasize the importance that taxes would play. Mr. McC~nnell 
stated that while the most immediate problem may be the pollcy 
adopted as regards the cancellation of contracts, yet the largest 
problem facing industri alists appeared to be t~xes and the es­
tablishment of some policy as reg~rds alleviat1on of the excess 
profi ts taxes in order that there will be an in?entive for cap­
ital to be employed again in peace- time product1on. 

• . . 
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Judge Rosenman i nquired as to what historic material was 
available regarding the procedure at the end of l'lorld ilar I. 
1~· . iJc~onnell stated that it would seem that four or five 
reasons could be given f?r the cause of confusion and delay 
wnicn occurred at that tlme : 

(1) Concern over Qiverting attention during the 
war to post-w~r planning . 

(2) Occupation of the President with ~ar problema 
a.na peace plans . 

(3) Diffusion of autnority among agencies and be­
tween the legislative and executive branches, 

(4) Failure to anticipate t he early end of the war. 

(5) Failure to create intelligent public opinion 
supporting a readjustment program. 

Du1•in~ the course of the discussion, Judge Rosenman raised 
the genera.L question as to the manner in which the over-all 
p1•oble1n should be handled: whether a neVI demobilization agency 
snoulu be created, patterned somewhat after WPB; whether W'PB 
snould be given the task, which he did not think was advisable; 
lihether some person should be set up in the ,\hi te House to 
nandle tile proble.m; or whether one of the regular agencies of 
Government shoul d undertake the task. The Secretary strongly 
recommended that one of the regular agencies of Governcent be 
nesignated, in the interest of gettine back to normal peace­
time procenures of Government. The Secretary, in the course 
of tui& ~iscussion as to Ylhere the problem should be plac~d, 
stated several times that he was not pressing the sugge~t1on 
~hat the Treasury snould undertake the r.ork, but he beheved 
~t was equipped to do so and was available for that purpose 
lf the President desired him to act. 

At t he conclusion of the conference, the Secretary told 
Judge fiosenman that Mr . McConnell and Mr . :ry.noh would be avail­
nble to do an,y "spade work" for Judge Rosenman. 

115 

• • • 

Regraded Unclassified



p,.,,l r·•n•r - A, P. 

:uHu• ~'r1111<laen - A. P. 

·~"'"IMlT r~r'oraon - I. [: , s. 

Dow","" rnnlt"r - c. ~ . s. 

.t·'"l r." nna - c. B. s . 

P1- n in!\ ('"r11,... ~ . c. (l'lue) 

r.~,,.,... . Johnat<>~a - li . B. C. (Blue) 

':'·~ Sh:t~r - l:!.tt&Bl 

''"'•r !'..Cl:lntN:k - l'utwl 

FJ-n~ r . Ruooell - 1' . !!. C. 

111• Co~rcr - ll . B. c . 

I l•nl l> . E~oli' - N•t1oM1 Assoc . of Broad . ~ 

i'n r•r 'ir.yt - C! , 17, I . 

!>~ •ld Stouffer - Chief, 0. I. I . R/1dio 

"'-~· r .. ,. 'l"'.~Mry - 0 . ;t. I . Radio 

t:'"'' 'i'R"4~1JE! 

, ..... Gl\""'ble 

~·r. l>oob· 

~·r . Cnllahon 

Jaan SnriRe• 

1:r . Br idge 

Mr. Max Cook 

lOr . Fred Sl'lith 
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\.OIUcrence 1.n uE::CI'OU..l'J -Oro.u& \..6:-LlU • 0 V J."i J.C(! 

Au.,;us t. 19 , 1943 
2:45 f ._. 

!'resent: Secreta1-y l.oraenUu.u 
r.:r . Vronyko 
l.r • • o1lite 

. •lft ~ac::rot.o.ry huu askeu Lr . l.il'Omylt:o t o call . '!he ~ecrotary saio 
t.1 .. t. ,,.,. 1l~..l uot us .1ot receiveu word , ,hel.her ·the l.Uasian vovenuaent 

117 .... 

. .:.. ut, .:hwd Wl) technlcians to discuss "ith tho l'rensury the postr.~r 
r.coot.o l~ Jl"Cblou , 1.n response to the letter >'lhicn M had sent to the 
. • r.<..ICC inlstsr or .:l.SSi&. :.r . uror.yko ropllod tl1at he hau CO=i-
Ci-t ..... rlt.'l nit l..oveuu:.ent that. it 1rus ou r dos1ro t..o ha·1e clele~-ates eent. ~· 
a."Y' t:.a1 r.e ho.:.a ac.u..e<J. t.hat i1, was nis ann JJ•roonul violT tnat. it was 
!!"f(lrunt th.t. such aelet;;:ates be sent. iio-evcr, he state- that i'.e nso 
~o • et r ~~· an. r eply fro" his t;overnl.lent . 

. l:e ...ocretsl")' s"ia thaL he t.'lol.lfl)lt it woula 'bo an excellent thl..na 
iJ t.,,,: • .ua&lnns could senci. their uel et:atos i r..asawch o.:; the t-ress was 
co~:t.ontl.y preesi.nr; the questi on os to whetller or not tile rllosians lwl 
••nt o uula~u tion and Yler>a ma.'<in!. wch of tho fcc t toot thoJ ilaa not. 

r . "roeyl:o repeated that his cmn p0rsonnl vic-.. w11i ch he haCI cornmurti­
ct.teu 1..0 his Lovattunent o,ms thut ile hopeU tl.ey vtoulu send Ute delol.a-
t ~on . ·~1Hl Soc!-e tar;t saiu tl1at. t 1' · .,1\ite wus t.o hol d a Press confer'l!nce 
tl••• oftemoon on the stabiliz~tio!l i\mcl nnli thnt 1f t he Pl'Css were to 
t~rk t,.iJ about .~un si3 woulc.i it t>e poneiulo ! or l.r . .. iaite to repl:~ that 
t.l.e .J.ussicn "'ove 1noent. '\'las very interested in tho }Jl'Oposal but because 
o: "if"•icult.ic• or transpor tat-ion they ~u uot i>ocn able tc s end the 
ole <>tea as yet. • r . , roQYko sain that tho fi rst hal: of the st..ter.ent 

• •< c••·t.ai.nl.. co1-:'ect. but he doubtad •. !.other it woul~ be wioe to scy the 
~t::on ... art . It \•llfi then a lo--reed t.iat. . !" . .. hite aioould say t..iw.t U:e 
- ~aw-1 vevox~.cmt ms very interested in t."le propOsal ana !1~1t .. bio.a an 

Cl.IStrvez pre:.ent durint, all of the di.scuestona • 

.. no Secreta.,- t.'lcn uske.: • .r. uro~ko whev.er :.o co\.:.l:..n' t cc:::::;.u.I"Jic:;.te 
•.-~,; alb oirt!.akr OJ. .•'inance the ~cretat)' 1 8 lJ'OrGOM.l N!.<.U8$t., ut•6inc:o tl.e: 
I.C li-t:l\11 teCh.niC&.l uen to CliSCUSS ti~e S tabili ... a t.ion J. u.nd 'Hi th US • _ne 
... eetet&I".Y sai d tha t. tllS&ia was the only importnnt cowttry wat. hau been 
invit.e.J t u.a\o hbd. not sont dele~--:..es here . 1 r . lll'Oift/kO · .. anted to kno•t 
O>:Alctly ha.1 utariY of tho lmit od iia tions had uot cor c . , •·· .. i.ite re?llcd 
tt1et ll.cre \tere just a very fow snall onos anti t.H~t he _w!,)u1d te~epnone 
r . l.•rorn,yko t.he exact ones . i .. r . &romyko ti1on GU-iu tim ... h~ \'ioul o ~et a 

cni..olt; o£1' to hie Lovornment c onvcyin the Socretut~ ' s request. at once • 

. ,,,e :Jccretaljl told him the sto1-;y or tho Ail·r l ane m~ul'ncture>· who 
·"• >.ritten u letter direct to Stalin a . ., ~otten an ilw"'dlot<> res;xmso . 

•·· •ro<r~ko sdu he knew of the 1.ncioent. 

1. • :.J• •• llita 
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Edd1e 
Greenbaulll: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

v 
Auguet 19, 194) 118 
):13 p.:m. 

Yea, Henry. 

Eddie, I juet vented to make sure that they got 
through to you that at the Mari time Comm1ssion 
they've got twelve ehipe standing by waiting t or 
you t o designate the porta. 

Ten eb1pa. 

Tent 

Yeah. 

Ood, we're alipping. 

~ee , we l ost t wo ehipa. 

Yeah. 

Yeah. And I aleo got the baeeball letter eo I'm 
working on both or them. We may not need the shipo 
because we've got a hell o f a l ot of aturr that I've 
round that wasn't in the category we wer e talking 
about that we brought back ae salvage ...• 

Oh. 

••.• and it's very poeeible lhat we' ll- I'm having 
a report made to me thi a afternoon just how much 
we have. 

Yea. 

It'e possible that we have a hell or a l o·t more there 
than wae thought or but I don't know- but if not, 
then we are going t o wire o•er about the sb1ps. 

But you mean you have tbe etutr bere and Colonel 
Oov d1dn' t know about i t1 

Yea, he did. He knew about it but he wasn't 
authori~ed to- he didn't know bow muob ve bad end 
be waen't authori~ed to say i t could be t or tnat 
purpose beoause it vao t or aalvage oturr. 

Oh. 

• 
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G: 

HMJr: 

G: 

I!I!Jr: 

G: 

ID!Jr: 

- 2 -
11'1 

So hs had to clear with our Materiel Div1a1on aa to 
whethar we could let you have it. I've got t hat 
cleared, yea; but there 1 1 a question or how much 1t 
1 e and all that. 

Right. 

I 111 ••.. 

But you're on 1t. 

On 1 t. Right. 

·thank you. 

Okay. 

• 
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115,000,000 tor Ute tield ..nee Uld 16?,000 fer \be otepan­

-tal •ern••· PropOr\locaw1)', we quo\1 11 eOM'IIha\ 1•• 

\baa \be,_. aapi\1 _, wblell w _, ae\ rr- iadht-11 

,....nll7, e11-11 bniftalllla •• ter 11,___ .-

.....,dlDI Qo11zw\ ~..,._, a8d \be tao\ \ha\ orrw \ 

npl.or- haft aot ~\801 eo &l'M\17 tllrnch Nlar7 lAGJ'IIIII 

ariD~"- .... 

I raal111 that w are ul<lJic tor a lo\ ot _..,., boa\ \be 

....,d 11 no\ ou\ of proportion \o tiM nlld, aDd oer\111\lT \1M 

l necnTIII!- wtdeh an - bond .,...ulaN ~ IIDH 11 b7 -
porleon - 11 indaad \o Ute Moriti - w'liah are M1111 _. 

ne.,. dl7 1>7 0111' a.....s t ....... oo u. ba\\le troou. 

T 'Wftlc! aPJ)l'ftia\1 1\ .,...\17 lf \1M !'oa t O!tlee lllpar\lwl\ 

would ate an ef!OI'\ \o 1111 ., at.n bond dlllina Ute Sept•ber 

drift \o IICh of 1\1 .-pl l)'lll, 1h1 .,._.,.,. hal had oonel~ 

able faY-bl e 1apari«101 with \1M tine llld etttol«~\ otfieial e 

olio haft obarp of Ute bond CII'IID111Uoa of \111 Poet ottloe 

C.poru.tt, and I aa -rlnoed \Ill\ \1117 are oepollle of raaohlnl 

thle quo\1 11 \be•\ 0111111"1 WI due hlrdlhtp \o tndl'rtdual e , To do 

thto, of oo""'• ....ale! require ,._,. 11no\1oa IDd «~eoorac-t. 

that'• ,.., I aa MlUJta .,.. ,.... tor .... 

ll«<orelllo P'lwllc lllllker 
1'01'-a\er Oe.-1 
~1'-. 1), c. 

UBartel\r..,. 
8/l?/t.) 

_, •lD•- 17 rouro, 

....... ) R. K..,..o.aa, Jr. 
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[.ear Ur, Oiep~~&-"1 

Aa you kmW, the Oonrrnont 1a now apondi llfl at t.he r a te 

of t-?t bUl1oM a .,nth !or war purl'oaea J 1n order to reecb 

t.be Buc!pt Hti.Mte U..e .,.,tlllJr aponditurea will hlrYe to 
an rat • t&; bllllorw, lW'1ng the Third kr LoaD trin, 1lb1ah 

comeno .. Sep~ 9, the T,.BUJ7 will unc!ertake to ra1ee 

tho l a rgo .,.. Of $15 bUliOIIII to tab caro Of the UjOr part 

of the financing of the wn wring the nat f ew 110nt.he , O f 

the as bllllone, aboat ts bllllona oaat. - f ro. i ndiridual.a 

end ocreonal t.J'Wit accounte, To cot thia .,ner, ........ t. re"'b 

"""1'7 noreon with an inco,.. or with mrtra money froa arv eourcc. 

'll.ring the Wt siX !IODtba Of thie cabndar year, ft .... t 

ooll ncerlJ' twice .. ....,b 1n honda to 1nd1riwala aa ... did 

in the t int holt of the ,.eor, te wiU haw to oell hondo to 

Marl y tvoJ7 IIIAI'I, ""'"""• and cblld 1n ber1ca, 'lie l!lllot go 
! !'001 house to hoW!o, h'OII bfonch to bench i n f aotor1ee, ond 

rro. cleek to clm!k 1n o f!1o ... 

An undertaking of ouch -.;nitudl requ.iroo the l'1lling or 

quote• for the nrlo1111 etetee ""d l ocal co-.nitiea, Thoeo 

quotaa .-eeoarll)' ... t tab into aoocnmt ooleo 1>7 til• Oo• em­

nent. to ito- ..,1.,..... 
The IIJ'OII 110nt.hl)' pa:f roll of tho Oovomoent for o1 rl.l1an 

011:1loyooe 1e ~roxiat.elJ' $52:2 to1llto... Th1a .-mt •Ul un­
clollbtadl)' bo eupanted 1n Mll1 caaea b)' 11>oao and extro cash, 

boornrr ..u, '*'1oh had aoCUIIUlated f i'OII p rniclol8 eem1np and 

other aoure... To rHOh 0111' eoa1 w ... t. aoU about U S6 td.ll1o .. 

of war bolldl to fedlrlll "'Plo:r- dllrina Sept011bor, of Which 

rouD>l)' $«) llllliD"" will - thro\ICh pay-«""U llllot.Mnt.o ond 

the ~ of I U6 111ll.1ona troa extra cash aalet1 4Jrlng the 

c!riw , 

In order to olaee all c!~?artMnto of the OoYO~ on a 

anifors boaia, til- ru6 llilllorw han been allocated to t.he 

<rarioua clr.lart.<tnt.o, the qo10ta of tile OO'P..-.t. :>ri nUng O!Nee 

12? 
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b•lng ~Ll71000. l"ropor\!onately, thlll quota !e ooiii!What. leee 
tMn tho "lor otlll1ta .-mt. which we sttt. get rroa !ndhidiala 
~·roll:;, ellonnae hrti ng ool!ll llftdo for oiroUtWtanc .. 
rurround! ng Ocrre,..,.,t. ~lo1"'<nt an~ the feet. that Oowrmont 
...,.,loyt .. han not. bome!1 ted .. rreet.ly throt1£1l o.tory !nor e .... 
<\lrln~ tho wor, 

1 rooliso that. . ....... .. kfn8 for a lot or aonoy, but t.he 
~Md to not. out. o! pro?Orlion t.o t.he need, at1d c...U!nly t.be 
lJICOIIt~uienoe which an at.re bond 1'\lrohael M1 oa>U 11 by .,_ 
~•rlooD eMU Indeed to the oacr1!1eea whioh are bol.nc u c!e twef'J 
~•1 by our aned fo rces -:>D t.he bat.t.lo~rent.e. 

I .o>uld ant'I!Ciot.e it great.ly If ,ou would .-Ice an error\ 
II> •~11 an extra bond dur1ni; t11e Sr,>t..ber Lrin to each of 7>tzr 
...,loy... . '!be Tree....,. hae had eoneleereblo f<WCreble npmenoo 
•Hh the rtne and efficient. ott1oore '11!10 have ohar~o or the bond 
or ean1satlone of tho variowt dr,>al:1aont.e, and 1 • oonvlnced that. 
they are ea,obl c o! rcochin£ tllct1r re..,.ot.Sn quot.aa without 
Nouat.ne undue hardoohl;l to lnctirlduala. To do thll, or "'IUro.,, 
would require the 1\!J.l eupport. and 1nt.ereot. ot the hoaclll o! the 
a(!on.Jieo concerned. That '• 'tlbat. I 11111 oollinr IIllO!\ yr112 tor ,.,.. 

llonoreble A. r~ 01e£"f'l'8Ck 
"'ublio ~r1nt.er 
'bsh In ;t.o n, ll. C, 

!. martolt.ook 
8/l7/43 

tblot. oineerel)' youro, 

(llpeol) .. M ....... , Jr. 

1 3 
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AUG 19 l!¥1 

U••r M • lo\U\.£1 

J.• yon kno•, t.be OonrD&ent 11 no• • pend 1n& at t h• ra t e 
or '7~ bUllono • .,nth (or ••r nr pot UJ in order to reuch 
t • a, , .... t. • -lt.in....t e t hese .ont.hl.7 u p•ntit'lntl will ht-ft to 
n o...-r• Mo b1ll1ona. Durl.lll; tho Till rd Jar t.o..n !J. 1 vo, • t.l cb 
co~ nCM..a. Sep t c:-ber 9 , the Tr•••mry .. rn uac.e r ·t.ake to r "'la:e 
t 0 lMYO . U'l or 15 billlona to t..J<o CU O or \.h6 -,._lor put 
of" thw r1ru..nc 1~ or the qr durtna: t.he nest r • • aontha. 0!' 
t!. •H bUllona, abo>>t ;s bi l llono au t co"• fro!' in •1vi<!'·. lo 
"-"'d or . cmlll tru._ t •CCtNDta . To ge t th\ ~> aontty , •• .:na t. r~ae-b 
c. ., •• ry pttr. on •I t h •n 1Dcor:e ~r -·s •.Jt cxLre -.onoy frn:J U\'f '-.;,•Jrce . 

()J:''i n(. t he l.a t:>t au aonthc or t:nh Ct l,.ndt~r Y ~hT t ... ;ru. t. 
r1e l no«.r l y t wice • ·• wch in bon:.!"' S.O in•U Yt l u•·l& c11 " e .:tid 
i n the r1rct. hr.lf' o f the yetor. le wlll hi . .. O t.o r.el! bon ..~t to 
n t. •ly ovar y acn , "'Qean., •~n.J child l n Aee r i rll. l'e 11\1 t. go fro:a 
"'ll\t 0 tiO h OUI 8 1 fro::a bench t O \;ouch in fuC t iH ' \ et•, and f'roll devk 
to ten~ 1n o~rtcea. 

In un-n•rt.IK1n« o~ &ucb. aa.rn1tude re 1u1 r._a~ t.hf" fi.J\.ng ot 
q1n~~ fo r t.he • aarl, ut: t~'"teo anU lor&~.! ronaHn lt.i rl. 'nte£e 
tt••.,t.Aa n t c:e t.Mril,Y el\l.l t ~ke ln t.o .. ecO\D'\l t~•~•u by the Govtlrn­
• nt to its O"'ll .,s;>lo;yooc. 

!!1< cro•a -1.'>17 1"'1 roll of th~ QoY rn• nt for clvi...IU 
•"' loJd~ 1• •p; ro;d.o:..t.Ll.7 ... su aUllona. Th1 • .._.,.;-nt. • 1:.1 un­
.otbt..ctly 1M!: auga6.nt.ed 1n a. QJ c~:.au b7 1n~.o"r t..DJ oxt T::. c. t.b, 

oor•• • r .. .....u, which ru.a t-ccu":Nlt:.t.ed fY'0'1 pr. v1'J'U._ ~ rn1DC• t.D>l 
ot t r ,.~u1·ce1 . To =--tcb our ro.~l 7"tll ::rua.t t~al.1. &o'boc t 14j( :.1 "- ioM 
or war bonar to '..:!en~ ec~loy.~• cturinY :"-fl! l e..-bor, o ,.. M ieb 
roou.•l\1.7 1..0 •1.ll.lozut wUl. coa• th .. ""'Uf'h P' y- ro11 ... t lota• nt.._ t.onn 
thu ba.ll .. nce of CU6 J'li.l!1on• froa ttXtrt~ c~ooth l iJl et 1vTtn# the 

·~r tfl. 

I n order to ph.oe ... u de~rt.'t•_ntD or tht.t Oo+tfH"TU'' nt OD I 

un ITona bo• h o thaoe ~ll6 aU: loM tu••• lwl n c Uocot tkl to tho 
Vt~rlnuw dti)J4..Tt:, .... nt• . Uain£ the 8al:6 hl6 t~ &;O u u .. t apt,l i ed to 

•• 
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•edtr'lil .,., 1 l oyeea tho f1'1f'tlt of Ollploy••• ot the J>1e;tr1ct or 
Col••~l>i~ wo11l d 'co l , ~t.o,ooo. ?ro;>O• U nn• "-lY , thh quoto 1a 
a.oMt•l.f\ t. 1, .• , thr n tlte par ~pi tit. amount •h1ch •• 1'!\l:"t I'Ct fro" 
l l \vl .tr- la f{< n1·r ttlly, al l o1l'tance f•w• i •lf bee n rv de tor c1rcum­
'V !lCi if .urroun.d ini" 0oven111H:tn t. c.o plOJII.Oftt t n6 t he ( c.Ct that 
{",ovt. milll nt. e:.r loynea haw not benof' l t ed r.o r r e•. Uy t hr·oueb 
aat•tY 1ncr •Ltit • Uur ing the •ar. 

1 ..... 1 .. t lu! t • • ..... u ltl.na ror • lot or •oney, hJt the 
J• " od 11 not out or ~ro-ortion \0 t he n• ft'd , anu c:ert,.. lnly the 
1nt" ¥t"n \ nt• ~eh An eox·t.r~~. bond ut'ch.aae u y c:aut e h b7 c.oa.­

.rt.on a.ll4ll l.ndedd to the Mt.c r • flea~ ""' leh aro b.1nr P'\ll.de eYery 
1 ·· by ouT aM~ed r ::>rce• o:: the! bett. ~rt'Ollu. 

1 woul·l ap; roc:lvte i t rr'"~ttl7 1.f )'OU -oul cl attl)ce &D efto r ·t to 
r..e.l &n ex t.r • bond durin& the S. ; t"ber Dr l• • to • •eb ot your 
1'1! l o) " ' • The Trera::rury haa btt4 cona 1denr.ble f't w r r.bte •XJ*rh nce 
w\t~ t h• t i nr ana ~ffi~icnt off1cera Who h~Y" Cbt rge of the bond 
or.·-.niut.lon• of the '"'rloub clep~rtll nt.a, , nd I • • e n• lnt ed. t tol' t 
t t,oy •re 1:1. .. 

1 
• ble of r eHChh\fl t.O,, ir J"hi\,X..C t l.Y8 t.i.UOtflB rit)-.o:u t 

c:.uoi ng unnue h t! rd.G.hip to 1nd1Yhiu.,l a . To do t.h1t , o!' eourc• , 
Wllld roquiro t .!lft t'ull hUJ' .ort And \ nhr• ot of t ll e br AOI Of t be 
ft''ttl lc t • bl conc i!tmed. ThE.. t • a w•t' I am ct• ll ln~ upon you for now. 

~ .. M jWitMG, Jr. 

llonor• blo J ohll 1\J~aoll Iounc 
~·1~ nt, Board or ~i••ion~r•, 
Olotrl ct or Colu•bia 
••tlh\naton., o. c. 
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, .... . ~ ·-. -...: ... pqallloe-- .... --- • • -.. .. ..,, 

STRAIGHT T&LEGRAK 

IIR • .AI'fiiUR !U.!S SULZBERGER 
THE NEW YORK T DIES 
NEW YORK N&\V YORK 

AUGUST 19 194.8 

THE WAR BOND ORGANIZATION WOULD GREATLY APPREC IATE HAVING YOU LEND 
US LUCY GRE.ENBA.Ull FOR FOUR WEEKS STARTING l.!OIID.AY AUGUST TWENTY- THIRD 
STOP I ENJOlED YOUR COUP ANT TIIF. O'l'HER liiGHT .A1ID HOPE YOU WILL 
REPF.AT IT SOON 

HENRY lllRGEJn'RAU JR 

I 
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[J1r1\rtu I!orlt (!; imre 
[imt• S'qunn' 

" ' .... 'I ' " "' "' "' 

August 18 , 1943 

Dear Henry: 

A lor . Louis Lyons called up 
£dy;1n .;ames today and sal<! tha t he was 
cor:veylng a 1•equest trom you to me for 
t he l oan of Lucy Greenbaum for four weeks 
during t he forthcomlns bond campaic n. 
W!ll you be good enou&h to confirm tbat 
this is t r ue? 

Needless to say, our organiza tion 1s 
down to rock bottom and we would prefer 
not to spare her . On the othor hand , we 
are as interes ted i n sellinr, bonds as you 
nro . It is jus t a question of balancing 
tll ine;s these days , so i f you will let me 
know that you r eally d o want he r I ca n 
toll you in advance t llat the o.nswar will 
be 1n t he affirmat ive . 

Hope I wasn't t oo serious the other 
evening . 

Hon. Henry t •• or gentbau 
Secretary of the Treasury 
Wash ington, D. C. 

L 
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D::'mCIT 7D::, 
Au'"USt 1Q1 OJ.J 

G d J \ IU 1'8 D BAa CVIDUCS MC1Joft Mda lilt bull '-o .;._. ... 
AI~ l.oYtll"a potlll011 to Wmod lilt ,_,., to • - bl 

Ruth Ylplk:frdlly mtftt.loMd doetn't knalr ucl c•'t ' r a.n u ry an.! I':'.,..,..... ... wit~ tht •• u. ,_ phat ..... pha ., ..... :::= 
d\aln b8.nkm.: bJII ~~~Ned In 1041 lttl, • • 

T E 
• and \'(' toed br Gov. Van Waa:oner , Ru~hton a.ald hl.t dedllon was 

0 Xamlne jhe uld today he hu evldenee ot made after a eonft rtnce with Gov. 
payotrs In eon.l\f'Ctlon with m.~~ny Kelly "in the Jntef'f'sU ot clun 
biii.J M d lh•t thl• ~vldcncf hat JO!trnrntnt,"' 

B b C 
been aubmiUed to lht attorney Tht petltkln, ht tald. wUJ be 

• aeneral. ft1fd ln lnlham County eircuit 

rl e ases Me HfUSfd to mt~kt thb eYI• court In a ltw daya. 

Guilty Fleeing Stetr 
Lovett Declares: 
Rushton Ash Action 

dtnee Wblk'. commtntlna: OITI'Z~"S All0U8ED 
""We ..-e not 1otor &o ~ud 

lhh 11J4W.It'J Ia th ~ .. ,., ..... 
You caa't ~It• d w b wtU. • 
.,,. .... band.'" 

TOLD OF BJUBr; 

lbalhtGn•a illldlbl lo&lowtd a 
dalmby)lop._C._ 
that be .... ...... 11.000 .. 0011• 
(j)ooo-- ,._ ._ OaL I) 
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TREASURY DEPARTMENT 

fO AUG 1 9194.:1 

' II OM l >il i~u 

• J , 'l be ir. · erF;stet: il"l he r ~.,~ L!£:1t \-'e 
1. r clli cavtsed. !hat L"' :o~r :'tt"'rts ~ .Jo . ' ... 

! ce1r~~nizati'n contE~~l t ~ :.e co_ le~e 
"l f :'r_ . .:. n ltect.ul fr~ .. t:.e !'iL . I t ··~s 

• ~ · i in. n<. e~,... L .v.t he l'")U! rec.i~n ~ s t c.: eo: ral 
.. <j~e ~ : i..~i~ed crt er . · .. ·r ..l~der.,:3-d 

.••..• ..• ltcc .. u! :-L~,s t:> ~;o ir.to t .e 'uolie:.:.":g 
.n • ! : t Ear?er ' s .. a~~zine is rece:·;i--;.., ::is 
.1 i · r ... ~ i ,'Jn . 

. 
• 

·:c C:.)CCt th:> t L<.z··rd ' s C': ·~ ,.r, _·.·ill 
11 l :n •. ;·,'11 E' ... Ent«l a?p.icntl)ll •:,ic:. i£ 

l .u: ~;•i~ t•eek . ·.-r; r.1 cuch ~P llc, ~ lon ic : 
" • .lb ... H ~o ''0U a. rceu ... e Jf ';!,( •·•,~le r~··1~ t 
', u1 rl (~O:tHilendr.t ior1.: . 
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r Jr . "''\ita : 

tr . Jtr rr· J'h!.~e , 
~ r '!rea.c :.:-:· , 

\tn.t tn-t ff\ 

/a/ .... . F • . : . :''u.. tro 

... ~ . .. , ·:, ,rlJJ.Jtl"G 
?lna.cit'll .~L-.tnc't 

r":-1.: .. •··t >n , :J, c. 

COPY 
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STRICTLY CONfiOENfi1t r' · 132 
H. D. :•hlte 

Proposal for a 
l~nk for Reconstruction and Development 

of the 
United and Associated NDtiona 

H Lho ond of Lho •••r we s hall bo confronted with an unprecedented 

~oroll'fl demand for capital. Throughout tho aroos of conflict factories, 

.Unot, rl•=•· ra.~r rlants , public utilities, transportati on systems, 

dock• , brlo~e• , public buildings •·ill have to be repaired or restored . 

ForOI£ll trade ~ill need fir,ancing . !..onetary oy•tem!l will have to be 

r to•Ubllshod an<' ntrcr.gthened . lnduotry na. producin!l "'ar goods CllSt 

be trans!or101.ri to Droduce peac<otice goods . finally , larce investc<mt 

su.:.z will b~ n•.cdt<' to helo raha t!:l~ vary l<>n oroductiv<: l &vel of 

countries ln Lh< Far Eas t , South America, ln th<: lla lkons, and the !lear 

Eaot . Ill or this \Jill r cquirn many billions oJ' dollaro . 

Much of th ncc~r.sary <:xp6nditur<S for thooc carital goods can and 

OIUSt b<: fil'OhC'.d b:f ~nch country with iw loc•l funds , blt a large 

portior can b• '1ncne<d only with foreign copi<.al . Port of th<t foreign 

co~ital ,,o.d· d mll ~ shor~-t.rr> invcsto:cnt funds , but th<: bulk of it 

nu be or lon.;-t.!'!O choractcr . 

:loubll n• r riv•t• financial agencies •1.11 ounply cost of the ne<oded 

ohort-tcr n curtt.el . ;,l>< n the shicping situoUon ia improOJcd &nd pcocc­

t 1,.,. indu~try h• r ,. •nd abroad hits its full Gtrid~, the nu:nbor of corpora-

t.ion3 c.a~~o. r to :a .. ll. thc.1 r products abroad nt runsonobl~.. &nd <.:von gon:~rous 

credit t , r•s \.1.11 bt l •gion . Aud onct o<.a c<. iG aoourod Ar.~cricnn, British, 

Canadian ond S.:ris s banks >;ill hasten to r.o~n or establish branches 

<v~orywhtr • 'lh.~< banks , t ogether -..ith th exporting and i~:~porting 

. .. • 
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hous<~ teg. r t.o d< vclop foreign morkcts, "ill probably tako crre of a 

~ly I)Ortion of the short-term capital ne,ds of eo pi tol poor countr i es . 

Th~ reeWl!~tion of pence vtill be soon folloll~d dso by flo>1s of 

lor.g--t<1'111 investment funds from t he capitol rich to tho onpi tal poor 

countr trs . In th' buginni ng , thes e foreign invootmonts 'IIi U tak~ th<> 

fonn c:or• like 1y of brnnch pl ants, outright purch4ac of minos , factories 

and pl·n:.Atlons , c. nd some eequisition of shuoa in woll established 

fordD" coroor• tions . ~• confid~nc<. in continued pence and aonotnr)r 

stability 1s str< n~;t 'lcncd, th foreign invcatCICnts u1ll ossurx .. .or$ and 

~r th~ ro~ of lorno to gov.rnmcnts, muniei~•litics rnd to foreign 

oubll c uti H U s r no cor por ntions . This n""' of !'1'1 vetc. cepit' l to war 

stricken eount rt,.r will be hr.st tn.d by en nd,qurto prosr' Ill of relief 

r nd r . hr btl\l, \.1on , '"hil~ t h<. ~xistc nco oi' rn i nturnrtionol r gcncy 

designed to Q"O"otc $trbi lity of foreign cxctlr.reo rnt •. s r.nd frccdoo 

fro1t r t vtrictl one on tht \litr.drn•:al of or rninge "111 ~o nuch to enhance 

tht ottr r ctiv n. s t of for ign inv.stnc~t• Lo r ll countri's coopOr~tiog 

rith aueh ·n cg. ncy. 

0.1t Cur\n.: th '"rlicr y tP.r S Lt l~r.st, the nO"' Of e<>pitol tO 

co•mtrica gr,r.ll;y iJ\ ,. cd of fonign e:"pit.•l \a lik~ly to be !nr t oo 

s.mrll . .Hti ,. , ;:.uropc. , Afrie" ; nd South hrn .. r ier. c•m for 1!\l ny Y'-nr5 

pro!itrb~y u~·- rnr the cr~~tion of c•oit cl. good• .. ~ to olO billion of 

fortis;r• crpitr l ,,,ch y<or .,rovided they cr.n get it on runsonr.bl o terms . 

Priv~ t, c'rHrl •.'ill be nueh too ti11'1d in th• ycnr s inm~odi"t.:l;y follon­

tng th ·•r.r to vcnt.urc r br o· d in onything Uk. such l rrg. volu.'llC . It 

hrs sui'r"'r .. d too ~· ny l o!iscs . lt htfl b...t.n d1.ncour ... ~d by nt'r nnd by 

• 
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There 

l! Unl <.Vi~·.M• t.o Jus~i!'y the. hope thr.t i oV<.StOrG Trill l<.nd in the 

.. trlitr y~." r5 rtJ't.r thu ltt' r lr.rgv s ums to for~..it;n countrit :s , except 

ooss!bly r t rn~•• of 1ntc.r.st so high ns to mtlkc euch loons oxtromoly 

r!•ky b<.cruSt of ~ht. h•ovy burden th~y would put on the. borroving country. 

Only rn 1nt<'rl'l'tinnr l govormncnt.rl Ag .. ncy equipped with breed l cnd­

!r' po•"rs •nd l· r gt r csourc<s cr.n both cft"ctiv~l,y oncoursgc or induce 

nriv<t . c·r!tr l t:> ilOY' - brord in l " rg.c """''"ta rnd provid< o substl!l'lt.isl 

p.'lrt of th n,c sscr:~ cr.pitd nnt nth .. :-.1•~ r vrilrbl" · 

The. r. i"' <.f r.ueh r.n Pgcncy sho:Jld b ... C'irttt. , t.o t..ncourag..; private 

erot t.rl ~ gc .. bl'f""'d for pr~ductiv" invc.otm .. nt by sht ring th£.1 risk, by 

portielpr.tina "Hh rrivr t <. crptt>·l in l arg<. v .. ntur .. s , Md s .. cond , tn 

!'»'('v\ c!t. :tno; l,o ,., f t.h~ crpit.l>l needed for r ... constructinn rnd dovc:l.,pn(lnt 

in tnst.rncta \'d\•.1· ... rr\vtt~ c:plt.~l i o unr bl\ f'lr unwilling t.o t rkt.. the 

rhk. Such · n t ._"'1-:\C.J shnuld J of c'>ursu, scrupulously rvl)id undortnking 

lorna th:t friV ty inV~Stors nr- willinz t ~ undtr tr.kG r.t rcr.soneblc 

rrt..,~s. lt. tthf\ul<! m l ;.· suppl<.r: ... nt priv::tA.. fir."'ncir.l rc~ncics; it !h,.,uld 

<•1st t <> p..rf• r" .,.,ty thot pert n! th" job >~hich priv~tc crpit::l <:<'!Mot 

Sh~ulc orivr t , ccpit ol prove tn be r vr il• blc in r nything npprcnching 

l't~gn1tud(;8 t'hich rr <. J"(:f'IS~3tly c:!lll.d fnr , t.m. int.4..rrtrti•~nr.l ~vt;rrunt.ntQl 

agency sh,ul d mnk~ no lor ns . But th" nc"d £or £oro1gn cnpitt~l will b<. 

• • gis-ntle, " "~ tht 1m~ 'rtt.ncc ~r supplyinll lara .. qunntit1 .. s nt r c• ••·n>blc 

tc r~e s< grc t thot it W' uld b.. <xtr<m.l y shorts1aht4d not t • provide 

an in torn ti r•l 1.-cncy mth r ' s .urcc• rnd O"t:..rs cquol t ·• th. t osk o£ 
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v kln up rh ol•ck th. prlv:ot c inotltutiono len·,. . If privnt~ <:l'pit.l 

•~; ffle-.~ -- llr. • lht.r <. vill then be lHtll. t"r r n int<.r gov •. m~:~cntcl 

\ 1 dlr.e '; .ncy t.> d•. nncl its "ssct s coul d be k• pt nt r l~v: l cvd. If, 

hw 4v, r , prtvr t . cnpit1 l proves , cs i s lik~ly , t l) b, unnblc or unllilling 

t. r• •bror.d in l r r gc Slll'l3 , then such en n>J~ncy C' Uld till thu brcoch 

ur.til ... u,.h t '~""l4 "'S r'lr\v~k. c .""~pi~l •·ill f l ...,..t 0t r .... 1'r\ .~o.ly r.nd the dtt:Wnd 

f'T ft"r tt.?" c~r;\ t• t thr1"lUifh">Ut t.h• ... \'""Tld b\.:C"'~:'k.S 1\0SS urgLnt. 

It 1o 1-~-r· th t h·t ..,._ r ... e gnizc thot it io th. p;r >ccr usc of 

r ·i•· tt. st·rd:r1 r livinJ <fit s ~cpl ... . l!ij;h> r prn<!uetivity in 

Chlr· r lHrl!• • . r r 1< nd , <·r l'r;zil, f or cxtr.pl c , nad• 1>15Siblc by the 

it fr r crpt ttl r ich c -·untri· .. s , \"< .... help t.h'- l <;nd1np c"'untric a rt l c:-st 

th·t th, e:plt \ "'' !'l:'k . ovt>ilnbl ... t~ r ' r -io> e. untrics is used ""lY 

f r pr •duollv rurr sts , then th •. uh·•l c -.•rld is truly the gr incr . 

F r~o.irrn trrt1~.o v'-T"f n .... r ... w··uld b · .. inertr,o .. d ; t.h-. r~,.rl C11St o f prnducing 

th\o gr 1d:- t ) •. * ·.:. rlt.l c ... nsur.bs w· uld bv lr-.. ~,.rtd , ond th<.. stMdrrd •>f living 

·r rv pl<z •t ry"h, r . '· •ulo b<; rDisod . 

l rdccd , •t. is n ,_ ·n vcr.tot..::"n t \ ary thnt th" srcc t~st e.•ntri­

but1 n th•t -. e uld t:~k, t sustrincd p<nc<.. : nd e ntinunlly rising 
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. rlt - -id• rr ,,._rt'/ is t ,-ku c..r~·1n lht~ 'd<qurt~ enoitlll is ;va11-

,b1 r--r rr ductiv·. uaos tr cr.pit rl p".lor c unt.ri"' a "'%\ r<.rs "'nnbl~ t urns . 

,
1
l tf1 rbtJn<.!r nt. c· 1"1:\.trl , th ... devnst nt cd cnunt,ri'"o er n ..,,.,v'- stcrdily t.,r.\·:rrd 

" h•btlitr t1 · n ·•11d r constrntly i:npr w in& str.ndord • f l i ving. ll<"thing 

c d d b• "··r c nducivc t~ p<liti cr l stnbillty Md fri.ndly int~rnrtl"nrl 

c n ·t •r· t l n . .H!:• ut r<'<qut.tc suJ)!)li~• • t crpit:.l evrilrblp recw.a-y 

!r .ur·r n· ·1r •"ill b sl'>"t •nd s !Y'r ' dic; c1Vil disc•nt<nt rnd i nter­

"' t!,.r .. l ::ut.. rn s~ - ul ~' in t.ir.-.. ~SSU.:\... rii s turbin! "r .. n ,rti'T.s . 

Pr \'iii f f .._~rnt C:"'~t~l '"'n r.,.• s .. nnbl• t r-,.'\ iS n' t. ... nly ;t g"'IX! 

budn< sr p Uc;n 1~ is ~ d~cisivc f r ct• r in pr~v.ntina clVil r:rro, unGnding 

.. tl~vy \.X, .. rC\tnri.!l 'r. "rrr,cnts, ;--nd subs, qm.nt. clrsh .,f f , roign p-"licic.s . 

T,· ~:tt'<.nd hurdrcdo ..,f billi -.ns ""~£ d"'llt..ra t1 c nduet 111rr, rnd than 

b<lk t inv• nUll!' .- f<> billi .ns t ' h•.lo r aour. or-- o~rity t nd rising 

ot""~rrd f 11vlnr. " ald b str.•ngc "'' nitcstn ti~n ' f V:i% pr licy . 

The f l1 · i rw !"'11.'·• c nstitut. o dr: ft pr "' s.-1 f ••r " Bnnk f or 

Pt.c~r.atrur.t1 n · r.O t.~v 1 "co; .. nt f th·- Unit.~d rnd t-SS ei:-t <.d ht!ti,..,ns . 

'ill. r r ~ ., , h· • " i t h<.r ffici' l st. tuo n' r rrpr wl by rny fficial 

r t-l'"V rr.- , nt. d r· rtl"";..nt . It is only - ~r:; nf't nv!Ort'ndun dr3t't.cd tor 

tt., ""UTP"ft· r f ::~ t.i -ul"tini d:iseussirn f th1. pr"blCfl r"'Ylng the: int.cn.stcd 

t e"'ici·r.~, in th" h~pc tl\.•t such discuss! "'" ·rill erll f t>rth C'>notruc­

tiv~o Cr'\t.iC\ 0"" , !'Uf!e stif"nS f'nd 0Ct1.c.r proo,·er l o f "T JY3SiblO lrttr 

sutri••i·n t. t,h, •porr~ri,tt - fficinls rnd t- • tht public . This tcntr.­

ttv M''" p• l la h, r pl"lS•.ntCd in r utlino f '>f <'l With Sp<JCific pr~Visi•no 

~ r.ly V f •rilit: t c int,llig. nt c!iscuSSi" n - Tht uutlinc 15 f ' ll•·v;cd 

by • br1. f dl acosot •n • r th, ~n in,yrtrnt ""ints. R~ f.:.r •. nc. is -,•de 
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ill lh· ··utlln t ~ th . end r f tech P' r • grr ph 1n pr-r<nthc.oio tn the 

'.ptJr •prir t •. I" rrgrr1>h ">f discussi<'n 1n thv ~pJ'"ndix , 

'Ill. llt nk described b~lnw is r.r eP<'scd ns t. n~thvr in tho sor its cf 

tl.- int-'·Mti•ncl r.r,wcic s needed to help ottt in rnd r.lllin tnin Y.?rld­

mc. pr •Dp ri t:t r.ftcr tho VIDT • lt is de81P,nud M r. COMpl'nion agency 

t , n Jnttl nrtt"ff,•l Str bilization Fund . The cot r bUah...-.;nt nf ocr.~c such 

a-n~ ~-uld ·r~ • • rster the t r.sk ·t <n lnt<.rnrti'·Ml St<>biliznt1 ·n Fund, 

·r.~ th. succ.:.•sful >per< ti· n nf rn lntc.rnrtirn•l Strbilizrt1 n Fund 

'C-uld c.nh~r,cc. t.h ..... rrc.ct.iv ... n ... ss "'f tt.~ b::~k . ~a.b.i <.x.i:st.c..nc..: -t ;, Fund, 

h·~cv'r , is n t. ... "lrt.rcqui::.itc. t. .. thJ.. succcsatul ,p..rrti ·n ..,! ,.. B:·nk; 

prr Is ~h. cyl st•.nct f · S<!nk t ss•.nti~l t n tht tunc~innin~ " f r Fund . 

Etch C"mld sLr nd , nd funct.i·-,n .:. ff<.ctivc.ly cl ,..nc.. . H;uc.v~r, tlv.. t:'pcrati..,ns 

•f c.r ch w·ul< !:l'•r t.l;, ·sst s t the ">cx.rrti, ns " f ~he ntht r . T•g<.tht r they 

.,..,·ul<.l ,,.. n l 1.·nr · .. ry tc·"r_rc st.cur "in!! th .... ·.:' rlti pr·lnpc.rity. 
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OUtline of Draft Proposal 
for a 

United Nations Bank for Reconstruction and Development 

r. ')'he purposes ..of the Bank 

1. To aosiot private capital in the reconotruction and 

development of member countries when such assistance 1s 

desired by the private finnncisl agencies. 

2. To supply capital for reconstruction and developr:ent, 

unde r conditions which "ill mply safeguard public fund, 

when private financial asencies are unable to supply 

the needed capital on reasonable toms, 

J, To facilitate a rapid and smooth tranoition from a war-

time economy to a peace-ti""' economy in the l!lomber 

countries . 

4. To help strengthen the mnstery and credit otructures of 

s. To increase the volUJ:>O of forc11!!1 trade IDCf\8 .,...ber 

countries and to reduce tho 11kollhood, intensity and 

duration of world wide economic dupreaaions . 

6. To help raise the productivity and honco th& standard of 

li vinll of thu peoples of the member countries. 
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7. '1'0 prcnote a greater degree of econanic cocpcration and 

collaboration among the r.~eober countrie~, and to r>al<e 

cooler the solution of many of tho economic and pcl itical 

problems thot will confront the " pcaco oonforon ce" . 

e. To nnhanco the opportunity throughou t tho ,.,,,rld for a 

hooltliY doveloporent of democratic institutions. 

II· capital Structure of the Bank 

1. The capit.al stock shall be authorized up to " 3\lC 

equivalent to $10 billion consisting of 10, 000 shares 

ooch having n par value equal to ono Dillion dollars . 

2. The aubocription of each porticipatine govornrnont shall 

bo detorrnincd by an agreed upon fonnulo . The ohares of 

tho Doni< shnll be non- transferable . 

J , Tile i ni t ial payments for each country Khnll bo 20 per­

cent of it:. subscripti~n, soce portion of \!h1.ch :::hall 00 

in eold and lho re<:ainint hdf in local currone:·. 't'he 

proportions of gold to local currency r.lly bo different 

for c;,.ch group of countries accordinr t..o t1.11 acNed u:-on 

s chodul" . 

4 . Tho participating govenll:l~nto sholl bo cnllr.J upon to 

Mku tho !J1itial paYJl'ents, •nd to pay \.he rcw1nd~•· of 

thuir roopcctivo su bscr iptions in ouch llJti)Unl• and at 

s uch tilllos as the ilourd of 1)1ro ctors ol' thu Sun~ may 
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dot.<Jml.nu , but not more than 20 purc•ut. of tho subscrip­

tion ~y be called in any one yeor, nor ahnll any be 

cnllod for unless needed . Tho proportion ot subs(djucnt 

pnyr>vnts to be made in gold shall be the ~: "u aa in the 

initial ptcyr.~cnt . 

S. Each l'lC.mbcr uowi'I"lr.lcnt agrees to J>Urehos, buck each yccr 

2 percent of its loecJ. curn,ney ht.ld by U1o Bunk pcying 

for h with rold . 

6. Ch:.ncoa in the proportionate subscriptioM of portl.~i;:cting 

COVOmcl<.1lts sOOJ.l be pcn:litt.cd only \lith t~ <.;>DJ'OViil of 

a four- fifths vote ot th, Boord of Dl..l'l.et.c!"J , provided 

opprovul of tho countries whoao proportionn ore t o bo 

ineronswd shall bo included in tho £our-fi£tJm vote• 

? • All ""'mb<lr countries ~groo thc t ell of tho loenl cur runcy 

holdines Md other assets of tt.. D~nk locntud in their 

countries shall be f ree froo ony 1"\.0trictions as to thr.ir 

UO<. . 

I1I . ThD Int.cmotionnl !.ionctary Ul>it 

1. Tho"' shnll b.;. cstcblishod on 1ntumnt1ono.l noll< tor; unit 

to bu c~llc~ the Unites . 

2. 1b< Unitos shell hove " value oquol to tht.t. of 137- 1/? 

gr<tins o£ fino gold , that is, equivalent to :..10 U. S. 

J . Thu Bunk ohull keep its ncc~unts in toms o£ tho Unit."• · 
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4, 7hu Bonk sh!lll havo tho p011vr to iaauo notos, to bo 

oxprussud in terns of the Unites . Tho conditions as to 

iosuenc~ nnd redemption of such notos o~ s~t forth in 

auction D-10, bolo,, 

r1 . Powe,., and Qperotions 

Tho !lank shall have the ! ollorlnc powero: 

A· For the extension of credit -

l. To bey, sell, hold end deal in the direct or guaranteed 

obligations and securities of any participating gove::-n-

cent. (Appendix A-2) 

~ . To <!iscount and rediscount bills , acceptances and 

other obligations and instrumentc or credit for 

participating gova l11l!IDnto ond fiscal o~encies and 

central banks , 

J , To establish and .-.:lintnin tino, det18nd, and custody 

deposits and account< uith the central l:rulY.s and 

stabilization 1\l.'lds of ::1eo::ber countries and tri.th 

international stabUi:.ntion !Undo and ba.~ks . (.\;>!-"ndix A-J) 

4 . To nu:l:e short-tom and lone-tom loans to any r.ecber 

Country and throu&}l thO QOVOrnr.'IOnt o£ OUCh COWltt:,r to 

any of its political subdi vi•iona or to business 

enterprises the ruin, providod: 

a . The payr;tent of tho nMunl int11rest and the 

pl'incipal of th~ lolln is fully euarn.~t<.ed by 

the national govorncont . 
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The borr<me r 1a Wlllblo to borro~·, the !llnds rr.,., 

o ther sources ovon "1 th the l\llt.iond government' s 

guarantee of rcpaymomt. oxcupt at ra tes of interest 

or other cond1 tions which in t ho opinion of the 

Bonrd are too onorous . (Soc A-9 , below) 

A coll!peten t cocmit too has made n co reM study of 

th" merits of the proj<.ct nnd of the l oon and, in 

a written repor t, dl:finHcly ahcms that tlv; loan 

r.ould se rve diructly or indiJ'\.ctly to robe the 

productivity of th~ bor rorting country and thl;t 

the country's bld(.'Ctllry nnd bnlnnca of payments 

prospects nrc favoroblu to tho servicing of th< 

l oan . The majoricy of thu comitteu r.>Oking the 

rupert shall consist of mAJmb<rs of the technical 

st.sf£ of tho Bonk . Thu cOilltli t we. shell include 

on expert s ol oct...d by too country rc.-qucsUng the 

loan 11ho r:.cy or r~ not b.. e MCCbcr of the 

t.cchnicel swff of the Br.nk . (t.ppcndix A-4c) 

'lhe Bonk shall 1011ke crrongor.>..nts to assuru th< usc 

of t ho prcceods of thu locn tor the purpos~ or 

purposes on tho c.cceptonco of <~hich the loan """ 

npprcvcd. 

llo extension of crodit ehnll bn mcdo by the !lank 

to nny eOWltry o r politiccl aubdivioions or 

business cn~rpris<• in o.tliJ country of 11hich the 
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:rational ~;ovcrnr....nt 1o 1n •11ol' or pcrtl.nl dc fn\llt 

on a forc1gn lollll, unluos 

(i) The defaulted loon wne made bet~:cen Allien 

in the conduct o£ o com on nar, or 

( 11) The defallltod gove,..,cn~ hM agreed to 

renew service of tho defaulted debt on a 

fair and rouoonable beoiG wor!<ed ou L by a 

special conr..i tteo , including " representa­

tive of the borrowing country, appo1nt.ed 

by tho Bank Cor that. purpose and ap;>rovod 

by the Bank , or 

(iii) 'i'hreo-fourtho of tho zncmbor votes approve 

t.t>e loan . 

f . The Bank shall not make any loan to a member .... country-without the approval or throe- fourths of 

the ca:>bcr votes dlon the loan iS to be used f<>r, 

or is to nal<c possiblu, LdjustrAlnt of a fol'hign 

debt. 

g. The Bank shall ir.l£lOSO no condition upon an ex­

tension of cn.dH or loan as tc t.~c pnrticular 

country in vrhich tho proceeds of tho loan oust 

oo spent. 

h . Tho loan shall bu ~xpru:ucd in Unitas and shall 

bo repaid in .;old, or in Uniton, or 1n othU' 

currencies acccrU>blc to thu :lonk . 
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s. The Ban!: shall r.:ake loans only at 1011 rates o! 

interest - with a schedulo of repayr:~ent appropriate 

to the character of tile proje~t ond tho balance of 

payments prospects , Loans r>ado Cor the purpose of 

providing metallic reserves or othen•:ino strcngthcninc 

.. .onetary systems of the borrowing country should 

ordinarily bear lower rates of interest and r.ay ha1:e 

longer teros of ropayt:cnt. tha.n loans r2de for other 

purposes . 

6 . 'i'o guarantee loans Clade by private inveswrs to or 

throue;:h the govonur.ent. of o.ny t.1C-Obor country, 

provided: 

a . The payr..cnt or interest onoJ principal of the 

loan io cuaranteed by tho nottonol governoent of 

tho """"ber country . 

b. The Bank shall not guoranteo payoent of r:oro 

than 80 percent of tho pri:1cipal and 50 percent 

of the interest. 

e . The loan is not for the pu!'1><>SC of rcpayt;ent of 

an old loan. 

d. The rate of intorost ie not oxccssivo . 

e . 1he Bank rocoivos " portion of thu interest 

receipts as paycont for its rick . 

7 . Tho Bunk in J:!3kinC lone-te rm loons shnll urant to the 

borrowing country not r;orc than 75 percent of the 
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cstir.latcd cost of tho project . At least 25 po:r.:cnt 

or thu loan oust be financed locally in local 

currency . 

Should the technical report indicate that the project 

necessitates expenditures on foreign roods and 

services substantially loss than ?5 percent of the 

total cost of the project, the proportion of the cost 

of U'.e project that tho Jark should fina.'lce should be 

reduced accordinj;).y . In eatl.r.lat.inC the proport.ion 

of the cost of the project that v:ill be required to 

be spent on :lr.lported coeds and services , all<nmnce 

should be !ll1lde for tho r.-oro imn.cdioto indiroct effects 

of such a l oan on inports . 

In special circumstances, 11horc tho Bonk considers 

that the local currency port of the loan cannot bo 

financed at haDe except at. vory unreasonable terT"...s , 

it can lend that portion to the bori'Oife r out oJ.' local 

currency hold by Ute Bank. 

8. 'l'o participate up to (;/;) percent of the loan lrl.th 

private financial agoncioo in thO financinG of any 

undertaking provided all tho conditions listed under 

eoct1on 5 abovo oro fulfilled uxcupt thot tho toms 

can be less favorable to the borrower than would be 

tho caso were the Bank to undortak, the loan itself. 
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9 . To l'l8ke certain tha~ the int.omational Bank nakes no 

loans that can be handled by privai.O 1na1.1tutions at 

reaeonable rates , the foll0111nQ conditions of making 

any l oan should be eatnbliohad: 

a . A vote of the Boord approvinc the loan should be 

folloYied as soon as possible by the publication 

of the technical report on which the decision was 

based, and the publication of t.l-.e proposed teres 

and conditions of ~:ranting tho loan . 

b . The decision to ""'ke a loon shall not becor..e 

operative until J0 days after such publl cstion, 

and only 11' before U>e ond of U1at JO days no 

reliable financial agency is pr~parad to make a 

similar loan to the proopective borr0'.1er at 

ra tes of interest 1'1hich are not ~ore U1an one­

third higher than the Bank is prepared to charge, 

and f or a period of years thnt is not """' than 

10 percent short er than tl•• period for "hich the 

Bank is willine 1.0 extend the loan, &nd tt.c rate 

of redemption proportionately r:-ca t.er then the 

Bank is •tillin& to oswbliah. 

If a reliable private financial ogcncy inclicatcs its 

proparcdncss to provide o loun undur tho above con­

ditions, it a!wll be given 60 dnys in uhl.ch to it:plc­

l:lOnt the orr..n&oe&nt. An upprorricto (Uan>:><cc should 
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be ,;>quirud by the l)(.nk of tJ.o finonchl "gcncy to 

&ssuro availnbility or l.ho t"llnds . 

10. Tho borroncr ruceivos not rnoru than 20 po rc.;nt of ~lw 

loon in cash . Tho bor rower mey obtain 10 pe rcent of 

the loon in gold or cny currency it dosiNs, tho 

rc.Mindvr or tho cash portion of thu locn must bo in 

loco:l currency. 

The rer..ainin& ao percent 01' l.he loan is in fore of 

a deposit l:ept •:l.th the Hanl: . The berroring coa~ti"J 

dral1S on t!>at deposit by check or cheel:s drann in 

terus or the specific curronc;;· neoded . 'T'ilo checks 

are accoc!>&nied by invoices or other appropriata 

evidence of foreign L'<>ode or services purchased . 

ll . Intore•t payments duo on loano are payable in gold. 

The Bank may, hcr11evor, accept local currency ins toad 

of gold if its holdinrs of t.ho local curre:tcy a,.., in 

its opinion inadequata for Ho needs . 

Interest will be ~·t.~le only on at:ounts ":Jithdra..,... 

12. Repayment of the principal of Ote loan :lllSt be in cold 

or in currency borrowed at the option of t!1e borrower. 

Sinking fund payments 1\!UDt consist of gold , or of cul'­

roncl.es i n proportions of onch curroncy borrowed . 

Jlopayments of principal and into rest payr\ents \'/he thor 

in eold or currenc) n<us t be oqui valent to the Uni tas 

value of the currencies at the ti.or.<. or borr<min&· 
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1). 7ho Bank or atl)' of tJlO of!'iciala of the :Junk &hall 

ocrup~lously avoid any in turf~ronco in the political 

affai~p qf anY ~opb.r count~ , (In tho coso of an 

official of th~ Dan~ , \hie prohibition do~s not apply 

to the affairs or his own country . ) 

Tho Bank shall not be innuuncod in its decision to 

grant or lfithhold loans b;i the pol1Ucal chDractor 

of the govcmoent of thu country requesting a loan. 

£conocic co~sidcrntion~ alone should be relevant to 

t.hu Bonk ' • decisions . 

14. To assist in tho finnncinf.i of an Intornntionnl &&scntinl 

:ln" r:aturial o.>vcloprxmt Corporation for tho purpose of 

i ncroas inC the world supply oi' oasontial ravr r.Jatcrinls 

and assurinl! mumlx.r countries nn adoquutc supply ot 

fair p1·1ccs , provided: 

n . 7hrcc-fourths of tho QLttbc.r votes ttP.>rovc.: each 

scp:1retc project md tlllOunt inv~otcd. 

b. The product is sold to c...nb..r countries on cq=l. 

t.on:s . 

148 

15. To cssist in th<. financing of nn Intvrnntionol COcX>diiQ' 

Stabili zation corpor~tion for th• purposv of st.::bUizing 

t.hu prices of inpor~nt cor.u:loditi•s, provided : 

a . Throe- fourths or t hu no~lx.r votos approve . 
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b. At l~ast fivu GO\'~ rM<.nta purtici!".t< directly 

in thu ~:~~:nagcmcnt and opvr otl.on of tl\o corpora­

tion end subscribu to port or tho capital of tl\o 

oorpornti on. 

c . The co,ora tion will undartako to stabilize tho 

price of an;y specific com::~odity only mth the 

consent or tile Benk. 

d . The pr ovision for the deteml.natlon of policies 

govemin<~ the operations of t..'>e Corporation Give, 

in the opinion of the Board, assurance of proper 

regard for the int.orouta of uorld consur.ters as 

well as thooc or producoro . 

16. In the ovent of IT&r : 

a . 

b . 

c. 

'l11e Doard oay sun pond poynon ts duo it by invaded 

or attacked eowttrics . 

'nte Bank shall not extend any financial assistance 

to an;y country whilu it is "t war. 

I!' there be establiahod an international body, 

agenC'J, league, or court, to nhich 50 percent or 

member govenuucnts bulonc, •thich has the 

authority to dosienato ocrtain cO'.mtrios at m r 

as being Ulo at;gND&Or not1~ ns . then al l tho 

~umber govcrncunto or the Bank undertake : 
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( i ) To il::iposo at oneo eompl.t. tc prohibitions on 

all financial trcnsoetion• of any chaructcr 

with thu dooignatod agnroasor nations . 

( ii) To prohibit tho oxtonaion to tho ag(rossor 

country of any financial assistance by 

govc~nt or privnto persons or institu­

tions until attar tho war, and then only 

150 

n!t<:r tho aetrcaaor nation shall bevc f'Ully . ... 

paid up its oblications to the Bank. 

(iii) To agrco that &UJ:IS due the Dank shall oon­

st.i tutc n firot cloic on tho oooots, or 

current incoDO of tho aggressor nation and 

a prior elair.l to ony indotlnitics or 

reparation l>nY!Junts . 

(iv) To rroczo all oseoto of tho agcrossor notion 

o.nd plocc such cat'"' t.o in control of tho 

(;OVQ l'nCDnt, 

17, If tlw Bank smll d~clero nny a.=bcr 1:"1 default, tho 

ea.oor coun tri~s agruo not tc uund cny N.nancicl 

assistance to tmt country, nor pc.rrnit "1lY of its 

nctionnls to oxtond nny financiol ossiO tanco to thn t 

count I}", until tho country hus poid sums duo thu Bonk , 

B. For th~ ccgui sition of ndditional ruaourcus --

16, To c.ccopt <io=d, tico end eustcct· d~posits md 

LCcounts fi'OCl porticipotin{; COV~M\l'l(.nto end their 
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fiscal Bilencics and central bonks and fi'OI:I U1e 

Fund . 

19. To issue and to sell short-tem notes , dooon tures, 

and other securities and obl1&&t1ono, to obtain 

aooeto for the . pu.rpooeo of the Bank , 

20. To rediscount with llll:Y t;OVernroont or !iaeal ageno:y 

or central bank bills , acceptances and other 

inst""""'ts of cTC<Iit taken fron tha Jank 'e 

portfolio . 

c. To facilitate the renderinc of services -

21 . To act ·~ o clearing houo for chocks, drafts , 

acceptances, funds an~ baluncoe for tho occount 

of participat ing govermom.o, their l'tecal 

agencies, central bank~, 11nd intornot ionol banks 

and stabilization funds . 

22 . To &ct as agent or corroopordent for t ile govem­

"""ta of r.e ... ber eountr1os w>d their !ioeal ag<>neit s, 

for central bonks and for intornatlonal bonks and 

atobiliz.ation funds . 

2). To buy, sell, bold and deal in sold onJ ta hold 

eold under eamari<. 
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21. ._ To ongage in financ141 and ocono111ie studios and 

publ1sh reports thcreor . 

D. J,l,mitation or dealings -

25 . 'lho Bank shall deal only with or through 

a . the governt:~<>nts of Jr.c:nbors of tho !lank, 

b . the central banks or fiaeal agcnc1cs of those 

countries (and thon only with the consent of 

the cecbcr of thu Soard ropreson~ the 

ccu.~try in question), 

c . t he Uni tod !lotion• Stabilization Flln<l, end 

d . an;r international bank ownod pradominenUy 

by mornbor govornrnonte; 

An exception to tho above limitutiono is that 

the Bank r.ay, with tho approval of tho """'ber or 

tho ll«lrd representing the Oovornmcnt of the· 

country concerned, ••ll its own securities or 

securities it holds t o the public or to institu­

tions of menbor countrit.a • 

. ' 
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JV. l'••wrc....,nt. 

1 . In ell ::lllttrrs votec! upon ~rch momt.c r r.ovemmer.t. shl:l! l'e 

&Ill~ to c·as t 100 votes pluo one vote fe-r or.o•. sha>'C of 

stoc~ hold . Thus a govemoent ownlns one shr.ro r.hall !'El 

nblo 1<1 cDst 101 votes, wl\ll<> li ~ovemment having 1 , 000 

•harco shall be ~t:le to c:ot 1100 vo~s . The ""-'Cimum!l vote 

prn:.itted any fO>vemment shell bo 20 pereo~t of the total, 

irrcspeot i ve or tht> sum subcrtbed. 

2. 1'M ~~J:>inistretion c:r t he ~w shcll toe v•stx in tho 

llo•nl a! i: irecto,., ca:~,JOSod of r:JO ell rector a~d ono 

d•.omoto r)>;>oin ted by each ,>r.rtl cipntln~ t:ovemnent in e 

l"''llnm~ r to N.- dctcruinad b;v 1 t . 

·t~lO c!it'("cto'!" ~~~ o.ltE "1'latc aha.ll serve for It ;xn1.\)d of 

th.,"'·~ !'OU=-b ,_ su1Jj43Ct to t.llO ;>l~NJU!"' of tMi r i(OVCl'Tit'IUnt . 

i.d.reetorn t.nC nl.t{' m:ttes o.:.:• bv rcap;10intod . 

) . The :'cwrc! o!' Lirect.an:ahnll aol•xt. c. rrc~idont of t.he 

::anl- , f\':.o s~l! ~ t.!.o c:ue: ol tho o.,en"tirt; sta!t" o~ the 

r.l'n!; cnu cx-o.Cficio Chnirw.n of t.ho lbnrd , t1rtd ore or rore 

Vice P!\'sidonts . The ? resident 1 nd vice p-esider.ts of the 

~<nk shall hold o!!'ice Co r four ycors , shell t e c liP.ible 

for t'\'tulection and me:.' bo 1VmoV"•d tor COWlrt v t Pny tiDe by 

the Boord . 'l'hv stnff ot the P.w~ ol:vn be solocted in 

nceordoncc l'lit.h r~gulah.Cfln eot.Gbl13hcd b:' th~ !?onrd o f 

CiH)Ct.ors , 
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:K. .. ~bors t:n ~cct:.tivo Coru:2tt oo . Tho J'?orl"d f'ln~· .ct nn~· 

1'\00tlng, by n four-fil.'ths nwjorH~ vote , <.utho rize the 

j rc&it:on-.. or ~-~ !:.xt3cutiva Co~'J"'ittoo or cny other 

tho Pot:.rt: . Such pol':ors shell t.c exoreir.ed only until tm 

n<;xt r eettnc of th" !lo• :d : nd shr.ll b <>Xureised in • 

-,:.nra;!' c '-nsistent \.ith tho!' •· norcl policies end a>rccticcs 

nf tr..- Eor.-d . The l?oi.Id IlL" <lso, b;· a four-fifths najorl.ty 

tho !'l'.nk, tor such pcn1odo tr it~ y dvtc1nino1 ;x>l''e,. to 

mc.kc lorns rnrl ex tCJnd crod~ t 1n nuch nuount.c c.D o. .. ~. !'-o 

hio r<>v : m:c~nt ) . \Inn ckoncd by tho 1'1' oident to 1:<> in 

tho b •st. :in· .. 1rc·~t:; of thn Pt nY., dttc' o1onB flf th ..: Bot ro mcy 

b.> 11\l\do , •tthout n o~ut1:11 , by polbn~ th• din:eton on 

Sp.Jeifie quustions s ubmit V:d to th'1l ln such n=n""r c s tho 

ear rei Sholl by rugult. tiooS ;>!"'Vid<• • 
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? . Authorizr.tion or approvnl b;• tuo-th!rdo nc,lorl t:t vote of 

tho !lo~nl of l:iroctors ol.r.l~ be required for (t.) the 

r•lk1nr nml t rr.ntinc of 1ntormo..l1r.to r.nd lone- tom lor.no 

r.nd eredi ts in excess of ClO r.1illicn to :m~r r.tf}mbcr 

count11• durin@: CTny one yc: r, including t.hc c:sotl.rliltion of 

tho obli;:,.tion of t. cu:.r::.ntor of ! nwmcdir to r no: long­

tom ,X:;>cr; (b) the is~U<UICU Of clcbvntUNS t.nd Other 

sccuri tics ''"d oblig;,tions or the lknk; (c) too oeloction 

or reoovr.l of the !'resident end thu vico pr<'sidents . 

s. A notllbor country friling to "'""t its f111Ulcinl oblijtl tions 

to tho PNik sh.1ll bo docl.:lrod in dc foult •nd nr:: bv sus-

pcndud fron tilCr.lb:>rohip durinll tho period of its duf~ult 

un<!c r susp..Jn..<iion, th:l: countr:• shr.ll llt:' denied privi l e rcs 

of nwnl,.,rship, but t~rll !A. ouhj~ct to the obl!rr. tions of 

o!tip 1n tinJ: z::ny . 

9 . l.n'J ncnb-- r C:ro;>pcd fro:1 n>r'>J~hi? l n t~" !!rnl· sholl 

~utora::ticdl:r b> C.a;>rivod o: r;~.mburohi? in tl>. Intom.-tion~l 

~tnbilizntion rUilu . 

10. If r rnombcr count~· dlucts to 1'11 thnrm< or is uxpcl lbd f r om 

the llrn~ its shcn.:s of stock a tv 11, 1C thu Penl' h· s a sur-
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booko ahon :-. lons , such country .::~hrll ber r r :>roport!.omrw 

ahrro of ouch loss . Tho :In1• :;h."\11 hnvo 5 :·ocrs in 1o:hich 

to lif}uidrt:'l its oblig.:.:th·nq t.o r. r:umbor H~ thJrm,:·nt• .fror.'l 

the V~111 · . l.:rry Mfll:>bar th:.t loith<ll'l'\19 <> r is oroppod from 

thu FUnd, zi•~ll forfeit 1 tB nanbr>rohip ill tho 11tnr un!•:ss 

t.hrtJ13-fourths of tho t.\\l1bc.:r voWs rt VGr 1 t.:; n1"".::.inil't; ~s :. 

1"11.-,tbcr. 

To b<: c ll!;ible for m<.-nbershl,> In U. r.r:nl: n countJ7 crust 

oococe t r.>eaber of tho Int.-. mr.tl~nc 1 St.<-blliz:tion !'\Ind . 

n . Tho y~t rl.y net pn:>fi ts shtll bo top,>l1• d ... follOIIS: 

' • T>:onty- fi vo pure out of tlw pro t'l to nht 11 br • )plied 

to surplus until tho surpluo 11h~ 11 b!J l}qunl to 20 

pci'COnt of the l'lli<l-in cr,>itrl, onar \.n~c h dl 

pn:>fits sh: .D. bo distrib\1!A>d in ;>rnport1nn to st..:lres 

h<tl<l . 

b . . rotits ::;hall ::c pnyr:blo in e: cott-,t.r:·•:: loct.l ctr~c!', 

in Unitt:s, or in ~10 ~t. t.ho option o,· the ~nk . 
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Storrtary of StatE, 

Washington . 

5433, ninEtE Enth. 

PlAIN 

London 

Dsttd Augus t 19, 1943 

Rto 1 d 8 :46 a ..... 

FOR SECil"O:T:\RY :!ORG \ "'fHAU FROU THE A.alASSADOR . 

I thought you would likE to know that your ~EssagE 

of aympathy to thE ChancEllor was vtry much a pprEciatEd . 

It VIOS puhHshEd in yEstErday 's LONDON TIMO::S. 

',flNAliT 

1'/SB 
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Regraded Unclassified



too Ulw , ~lllc. Clll.aa. 

"""' ocreta17 ot the ,..,_....,. 

••! ... • nee a ...., t<> 'lf*Z' cabla of A'll&'lft 2 , 1943 <rr-146 
1. 1'bo 1.,~ 1D\o ltlo ~Wei ~tat<oe ot ~. • , dollar M'fi~ 

ctrt.J.tiut.. aau.d - u.. Od •• - l<t nbJon "' the prod­

.. - '>! ·c..-al l'.ullJ:c ~ ... s. ~ . .W... o/ •= c..-t i • • c&t J t &Dd \lie 

~ .. ~~ .... of .... ... ~J•rl t.o .uco .... ~ ~.... J<aG"-ti ... 'lrdc. 

:z. n.. iapon 1::.b the 1 at Yd t.at.&JI ot dollar a&tw i a.d 1z1 

lltll of • • ~. tloll.ar ....nAp -.rllc!:.ta\N lHIIICI 'e' U,. ChL.,.,.. ~ 

• • ·" 1.1 not. aubJ .. t to u.. pr4'l'ial. . .. or ...,.nll 'lll1ni l>?o ) ...a .,.. 
Jr~ ... u;, ba !nol;t l~ ualeaa / ar ot.!Ar J'Uaotll t.bo 2.11par\ ., :;4 

11 1~\.d by -rtl\1-. 

3. '1'laAt Dade of Clda Alld other izi\OI'tt\\14 ~ bN>Ica 1zl - J lft 

!lave bMi1 IIICOW11d 1ofarta11:1 tl>et ...ell di"&! M C~ oftl1 Ill ;oa1cl pw I I 1 

"'apodf1a U..n11 lt th.,- baW.....,. t.o ~>eu- \!lAt. t..O:. .,. .. ol 

l1llb 4lrafta or e11;1 • .,... --.r u a lolotbd r.o1.• . tal ,. . t t1>c1 

l'.aw ..- ..., ...u- --.:J 1o1c..t ••U.Ml 11M • w w .., w.,..... 
ta aue u.tte n.-~ et tooUw date or C. ~. .ran. D01. .. 

reo\rictet 11117 Ill ,.u pau•L to ldaU"' C:O.Nl u - " • nw 

.t too\ ot \~u 11 t.e ..n ~ -.u.-~ " ' - dntto ""- w tiM 

..... ol dol · • er .t.11er Utdl~ 11 ~ .-U'71RIL to a10bJ ... 

t o tpeel.fU lll U 1 ... ~ fll tlil'aRe ~ V \lao .,_. of tJ1e .... • 
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u .. t.. the on!...- ef ~ .. UI.eft Ja ~ pr ltl tW f• 3 3 ' 

1cr \beU' <~t,..,..s.aw iB t.11oe Ctd.W a~-. ... "' u.. - - ..,..,_ 
t!wo&Ml- .,. ~ .. ,.twos "' h Valt..~ et.ata . 

s • ....,.rl_ eol.Uen et.a\1...,... ln bl.ek .. "'- llt ri ....... r ... \be 

. r e tlOII or Ulc l:elt M ()9(1)lb lli\!1111 \be IL ~cl ~t.a1.u ot lllllib aald l ­

l e n\h,n .. d lly ~>ftWnll Ueeua o, 7'/. 
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'" ~.e y .. .._ 

,._ aaa•'-7 fll tM ~· 

~UG 1 · 1943 

W I W ..... ,_ ~ ef .... 4, ltU, IUJ), ... 

" _ .., •• .um.., .-.. *'· ,. 
1. u * 1Ml ttrH 11•cile AAal ... -•<• 1• en ,.,.,_ .. , ta iv 11,...,. .. , 

~-. , .. , ... ,.... ... ,_ -·$-wUl-1...- llc Nllaiftt 

• ... ....,.lt-Mte ..... ,_ wiU .. w IM.Sa • cow • Jl' 1 

.SIP sd- ft$ "•- JNl AA.p ___ e - lid • t ... _,_ 

u , .. ,_-...... - ~ .......... _ .. ,,...,.,_ 

•. u ... »41 M ' !Jfect•- ......... --....... ,_ .. , ... ,.. - "-Sa 

...., ..- - p "e f/1 a •lllrlt'Lie• • a S... f/1 d 11 s. a 

...,._ t• . , ••• •• n uc CM u .,. ;a1Dru. u, 1W ••• 

f) i...W OS , .. ,_ ....... ~~- .... _._ .. 

.. ..,.. .............. cll'fW ....... . 

), !lilc frec\117 !leliA' rt ..W, -"'-• ,., ... , I II fll ,.e .... _.... 
4o .... W1c ftS ...... ra I .. ~ v r.MA will, .eo 6 

...... -'' ,.... .... , 5 .. Sa.. .. •• - --- -

,.,, .. .. 1941 .... •• 

160 

• • 0 

Regraded Unclassified



AUG I !'\ 19(3 

,.. .... 14 ..... 

,_ ........ -. 
111U ,_ ,._ __. .. ..u.. .. ~-

tM 2 ' - D 4. ..,.., IIAat 

..,.. u .... - 'ta-=··· ~ .. 
~ twf'MP .S.. ...... ~a Wll!lr 

_.... ... 'P)F ..... ?IL~ .. WU 'PM 
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KEJ! 
•rh io te lt¢ r '•m must be 
p" r~phr~aed before being 
com~.un1o11 ted to anyonE 
other th~n 3 Govcrnmcn tll l 
crncy. (BR l 

... (ER IC , N CO:IS1JL1 

BOioO .. Y, (I:IDL'I) , 

~56 

162 

;.ugust 19, 194::. 

7 p. m. 

• • • 

Dcpl rtmcnt•s 1~~ . :.pril 16, 1942 ~ncl 13, J~nu~ry 12, 

1913. 

until further notice please co.blt a weekly instca•1 

of ~ monthly r eport g1v1n~ the 1nforllllt•ol1 rcqucs tc·! , 

FU:FL: JD 

HULL 
(FL) 

Regraded Unclassified



COPY····--

iul Tiyb tel) I SCCBr.T 
w._SJ£m 

2l'.l'fl...;& .... l.72 
l ·lfOt1110t1on roco1vcd up t o 10 o .m., l~th ,.~t, 1943. 

Ono of H.H. Sut::writ.cs torp\ldood a 6,000 t.o,. :Ylir off O..RI on 

<.11<. 16th . Ono o! H. li. Ships bccbordc<l SC...!LJ. on 1'11.b/l.Sth. ..roU>tr of 

, .~. ;)ubr.Jor inca on po.trol ott CO: .... IC,., ~.o f!.llod to o.n.s;ror ol;-.ncls si 1c<. 

l)th .:.1» i.e proswod l est. Tho Carmona oloi.o to tu. vc ret1t1od :nd cunk a 

~ul:acrltl~ uld t. ckcn J1:14.nY pri aooers. 

fi+IGrlJ!@E. 17th/18th. 1757 ton• <lropptd of uhioh 1,480 ton• 

fi. t . includin( 223 4 ,000 pound booobs . Cloudl<ss ond ~ood visibility ov• r 

obJ~.oot.ivt., vieu...l idc.ntillcction po:sd blc. _t fi~t. but. lot.~..r pr~o~vut't4.C:. b;r 

a.no';-. nnC smolc.u ccr~;ocn. l~orkor bouba occurr.t o rceult..l.fl{; in huaV"J r.nd con• 

• 

c .. nunt<x: Dttock . txpcrilxont.Gl s4t1on anc. c~:KLbl)' pknt r ... ,oMM: s c.r iou=ly 

~wa<-d end 11v1n;.. qll4l"tcro burned out . ::hole obj<etiv< l eft burn1nc fi<rc, ly. 

nnt.i•flircroft f i r e r.wdorct'" . Ent.Bf fi,.,htor ensualt.ioo ) .0 .1. One Bonbor 

r..po~cd l>loo10(; hoG o1ncc rc:turncd •-f• lY· 

18th. .1~ tot.G.l o f SO cscort ... d lonu:!Gr :s boctbc..d 2 o trtlclc15 in 

FR..NOE ond tho Lot., Countrlnt dropJ"iTI{: o toW of &::J tons. 1 En~r.l)' fiuhtt~r 

d" tt.roY'(.d , l "ecorti n;, .;;,pitti.r<. Llis:ln;.. . 

18th/19th. ;.iron~l't dcap.:.toh<d : Intrud. rs - 2 (1 niaJlfl€) , 

.nti• ohipping - 7 , :Co!lota - 20 . 

~~lit~.-~· 17th. A t.ot.cl of 180 Portr<.!iS<.I of · ·hich 2 

.. r ... 1Uas1n& (.tt;.c)u.d olrtit~ldo c.t .bTR:"..S nnd s...ux:, ::orth":l .. :lt or i-..:1.SE.IU£. 

"'t ISTRFS about. lSO oirorc.ft. on tho ground, lS of t.ht. l~ act en fir<.. . 
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T REASURY DEPARTMENT 

I NTER OFFICE COMMUN ICATION 

DAn August 20, 191;.3 

Sect•e tnry Hor genthau 

Ft·od Sml th~ 

GrJJble and I are toge ther on the attached . With the 

't :J.ru .';ar Loan on top of us , 1 t would eee:n advlcnble not 

to .;ct into discussion with tills .-.om . VIe thlnlt you si::ould 

.r;~e the Presi dent ' s suggestion and i~ore the whole 

l)~nir.ose . 

•• • 
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;:;l;._.? :@v9t~ , 00.~ 

Ill'· Gaablt 
J(r, Sa1th 

Seol'e tu7 llol'genth&u 

.a.ucuat 10, 1948 

Will 70u pleue ad;r1 .... , 1n w1'1t1ng, what 
to do about the attaohed telegl'aa. 
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r 

THE 1¥HITE HOUSE 

WASHINGTON 

itUl;\.lS t "J , ,. ·'4~ . 

I don • t 

}t . .. . . . . 
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. ' ........ . ;, . • a .. 
1814 82 1 EXTltA JJ 4 u' I fll • 

1'11 AI Til --4 1t4J 112-'A 

HONORABLE FRANKLIII.....,.,. 

PRESI~NT OF Till 111116 lflTII 

IIY DEAR Ill PIIEIIJIUT I IIAWI ...,., 111.0 AHICIATII Pllll 

ANALYSIS OF '!CI 111111. •'*"f' RICH 1• ·-· 
UIUSS HE II •zZLD IT WILL E I ... IILI Tl IILL -

NECESSARY TO PIIT£CT TilE LIWEI OF Till ll'tl -All FlatTING 

FOR TH IS NATIOII ... _. ..._ FIIIT Ill AIKIICA TO CUUAIL 

PRODUCT ION AIID I HIP! Ylll WILL Cl ..... ltlf'f - IPUCHII 

HE IIAJ<ES . THIS IS Till llcteiD TillE HE HAS AIBITIIAIILT TAKEN 

IT UPON HIMSELF TO JIRIIIG DIICOID IN -RICA. WITH UY 
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HIGHEST REGA~ IINCIJI~' 
NATHAN AlloUII CHAIIIIMII .. FIIWICI COIIIITTU 

IN THE STATE OF TIXA8 FOI IALI OF U,l, BONDI AND 

SECURI TIES. 
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WEMORANDUY FOR THE SECRETARY. 

August 20, 1943. 

Mail Report 

Judging by the attached pages, it would seem 
that correspondence on •Taxes UDlavorable• had 
swamped all ~ther mail pec eived here this past 
week . This lS not the case on a strictly numerical 
count, but certainly the bitterness of the tax mail 
has caused the letters that were received to stand 
out as significant end quotable. From their tenor 
it would seem that there is increasing doubt of the 
Administration's good faith, particularly in con­
nection wi th eny possible ref unds that may be due 
taxpayers. Letters expressin~ these doubts came 
from those who paid their ent1re tax for thie year 
in March and from those who find that, under Treasury 
schedules, they ere having unduly large deductions 
made from their curr ent wages. A statement frequently 
recurs that refunds will not only no t be made within 
a reasonable rriod, but that the Government may 
never pay bac money thus unfairly collected. 

ln addition to these specific compl aints, there 
are many vigorous protests of f urther higher taxes, 
particularly those which will tall on the "Vanishing 
Middle Class . • There are few actual protests 
against the withholding tax as it now stands. Towa:d 
the end of the week it became obvious that compla1nts 
which had started t~ come in in connection with the 
Declaration due in September, would increase as.the 
date draws nearer. The few sample letters rece1ved 
so far explained t he writer's inability, for.various 
reasons to estimate his income for the rema1nder of 
this ye~r and protests the injustice of penal ties for 
estimates that are incorrect beyone certain bounds. 
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Memorandum for the Secretary. August 20, 1943 

The sales tax h&s the support of several 
Louisiana citizAns, whose letters seem to represent 
an organized campaign. There were a few scattered 
endorsements of this form of taxation. 

Preparations for the forthcoming War Loan drive 
led to a small increase in Bond mail fo r the week. 
Along wi th the usual questions and suggestions, 
there were many telegrams from members of Local War 
Savings Committees and many letters from radio 
stations, pledginz full cooperation on September 9. 

Some 75 Bondi - a sharp upswing over l ast week's 
number - were submitted for redemption. Again the 
Patchogue, New York , postoark appeared on a sur­
prisingly large proportion of them. Compl aints from 
the personnel of the War Department about Bonds not 
yet delivered to them fell short of 40 for the fourth 
consecutive week. There were two or three from Navy 
men, and only one or two from employees of commercial 
concerns. 

Out-of -date checks for reissuance, mutilated 
money for redemption, and queries about blocked f unds 
on the census of foreign holdings made up the greater 
part of the miscellaneous mail . There are sti ll 
kicks on the new penny. The newspaper story abo~t 
the miscellaneous gifts to the Treasury brought 1n . 
one request for a personal loan from the f unds real1zed 
by sale of treasure trove thus contributed. 
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General Comments 

Anonymous - Postmarked, Lo$ ~gelea, Calif. In reading 
Frank Kent's article in this morning's Los Angeles 
Times, I was amazed and shocked. In the last several 
hours I have been busy among ~ circle of friends, 
telling them about the article; and they likewise have 
been shocked, that is, those who have not seen the 
article. So far as mf friends and I are concerned, we 
are not going to give the Government another dollar 
until Senator Byrd gives us more acceptable news. Then, 
too, we have news coming out of Washington telling of 
the unbelievable graft and waste on the part of the 
Government. Surely, a shame all the way around, - and 
much of this is being engineered in the name of the War 
effort!: 

Ida V. Small, Washington, D. C. It is indeed a pleasure 
and a privilege to thank you for that beautiful citation. 
It certainly has been a pleasing surprise . I never 
dreamt of receiving a th1n~, especie.lly for the small 
donation, although small, 1t was given with a big heart. 
If all the poor people wait until they are rich to do 
things well, I assure you they would never do any thing. 
I am 100% with the President , in all that he may request, 
for I am confident he will never ask any thing of his 
people which he thinks they would never be in P?siti?n 
to perform. Again, many thanks for the spirit 1n wh1ch 
you have accepted the small donation. I only wished it 
was Five Hundred Dollars instead. I am going to frame 
it, r-im so proud of it. 

Harry Park, The Clipper Printery, Loa Angel es, Calif. 
Noting with many others the objection to the n~w One 
Cent pieces owing to simile.ri ty in color and ~ue. to 
the present 10~ silver piece , I write to inq~1re ~f any 
suggestion bas been made to make the penny w1th SlX or 
eight aides with a LARGE 1~ in the center on one or 
BOTK aides. In this shape they would attck and wrap as 
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readily as the round and could be distinguished 
instantly by FEEL as well as by sight. I have cata­
racts over both eyes but separate the new pennies 
from the dimes by running my fingernail around the 
edge before passing one out. The milled edge 
signifies the dime of course -- the penny being 
smooth on the outer rim. * * * 

John A. Stout , Dixie-Portland Flour Co., Memphis Tenn. 
Recently in Memphis I witnessed a large hotel ' 
employing a considerable crew of men redecorating 
ita ballroom; a large department store painting an 
outside stucco wall; a railway station removing the 
smoke f rom ita exterior. No doubt over the entire 
United States thousands of such jobs are taking man­
power that is badly needed for essential jobs . It 
is a difficult matter to control but I believe a 
simple remedy would be to remove the incentive for 
this non-essential work. These people know that 
this work is a deductible item; consequently operation 
cost them very little . If they were permitted to set 
up a reserve to do this work immediately after the 
war, they would be glad to vostpone it and it would 
create work at a time when 1t will be badly needed. 

(James F. ~cKinney , Attorney at Law, Pasadena, Calif. 1 
sends copy of letter he has addressed to Elmer Davis.} 
This is the announcement of a one family strike of. 
husband and wife, 70 and 69 years of age respectively. 
When on Monday last , Fulton Lewis, Jr. read the 
imperative requests to radio commentators directing 
thea to broadcast, and urge the acceptance of , policies 
which the •Government• had decided upon, moat of which 
was untrue, my wife and I boiled over. Of course, 
they will not get away with it because the lm~rican 
people will not aubmi t to dicbtion. But it l8 to us 
the marvel of the ages that these Communi-fascists who 
are rattling around in high places do not know that 
John Citizen doesn't want to be •protected• - to be 
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told what is good for him - what he must and must not 
do - to have his money si~honed into the hands of 
Govornmental agencies and squandered in an emotional 
frenzy to supply a bottl e of milk to every Hottentot 
on the globe . MY wife and I have in the last year 
and a half invested in Government Bonds aggregating in 
cost more than one and one-half times our total fixed 
income during that period. That is at the rate of 
1~ a year. This 1nvolved the sacr ificing of good 
investments in order to buy Bonds which f or the most 
part pay us nothing, and which will mature after our 
death:-lNe have heretofore done it gladlt• but if the 
sort of thing which i s evidenced by the instructions• 
of last Monday, and the efforts of our •servants• 
f rom the top of the heap down to the laat small up­
lifter is to continue, we (both ~ gentle wife and her 
more vociferous husband) intend from now on to look 
af ter ourselves and invest in things which will at 
least help to keep us financially on an even keel until 
the end. 
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Favorable Comments ~ Bonds 

Clarence Epstean, President, The Walker Engraving 
Corporation, New York City . Our problem bas· been 
bow to give our men financial incentive, at the 
same time keeping within the letter of the Law, so 
far as the "wage- freeze order" goes , and also 
within the spirit of the Law which is anti-inflationary 
in purpose. To accomplish this dual purpose, we 
have purchased Defense Savings Bonds for the key 
people in our organization whom we feel are entitled 
to a bonus . Because these Bonds cannot be bou~ht 
jointly in the name of a corporation and an inoi­
vidual, they have been registered under the names 
of the President of this Corporation as one 
individual and of the persons for whom they are 
intended as the co-owners . In order to be sure that 
we are living up to the anti-inflationary spirit, 
it is our earnest intention to retain these Bonds 
until the maturity date . We put this case before 
the Salary Stabilization Unit of the Bureau of 
Internal Revenue i n our letters of May 15th and June 3rd. 
To date, we have bad no reply to our letters, probably 
because this is an unusual case and they have no ruling 
on it. We shall appr eciate attention to this letter 
and a reply from you at your earliest conven.ience. 

Paul A. Semrad, Chicago, Ill. Thill year, so far, I 
have i nvested over thirty per cent of ~ earnings in 
War Bonds which I have put away and intend to keep 
until maturity. I f eel that if they are good enough 
to buy, t hey are good enough to keep. I find ~~el~ 
perturbed over the attitude of the various agenc1es 
arguments used in selling War Bonds . Would it not be 
poasible to sell Bonds baaed entirely on the appeal 
to patriotism backed by the sound idea of creating 
a.n estate for the future? I read and hear the sales 
talk that right after the War these Bonds can be 
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sold to purchase any thing from new clothes to 
planes . If a large percentage of the purchaser s 
buy with the express purpose of cashing them in 
at the first opportun1ty, the Government will 
f ind itself in a position of putting money in one 
pocket and taking it out of the other. 

G. W. Brownlee, Ekonomie Binder Co . , Atlanta, Ga. 
You are doing an excellent job in the sale of War 
Bonds . The results have been marvelous . There 
ia, therefore, no room for criticism. However , I 
believe that I have a suggestion that will prove 
helpful. * * * 
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Unfavorable Comments on Bonds - ----
Louise K. Dennison, Brooklyn, N. Y. I fee l impelled 
to notify you that the •widow's mite• of $25 for 
War Bond pledge for every other month since the first 
issue, I' ve bad to cancel, and will buy one whenever 
I can. I waited at the Bank that day one hour for 
such Bonds to be received from Washington, and aa you 
wrote me a note of thanks , which I 've kept, I think 
I may have been among the early buyers. I am one of 
those with so-called fixed income which doesn' t stay 
fixed , for a Trust Fund invested in real estate 
lessens and lessens, and cost of maintenance climbs 
and climbs . I am most grateful to all who have given 
so generously to the work of our great President and 
his helpers . Respectfully and regretfully. 

W. P. Potter, General Manager, Glendale Merchants 
Association, Ltd., Glendale, Calif. We are enclosing 
herewith a card on which we have been asked to get 
information (Citation to Glendale Star). Where an 
advertising campaign is conducted an-i strictly profit 
basis by any newspaper does your office make it a 
practice of giving a written endorse~ent? Were the 
cards, as enclosed herewith showing the name of the 
newspaper in large type, printed in the Government 
Printing Office and is this the common practice and 
does your office extend such courtesies where 
advertising is promoted and sponsored on a profi t 
basia for the publication? These questions are not 
asked with any malice nor with any intention of making 
an issue in this p&rticular ease, but ~urmembera are 
continually being approached by promot1onal interests 
and promoters and we do want a frank statement from 
your office as to policy and also as to whether or 
not this particular card was printed and authori&ed. 
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Jemes R. Young, Portland, Oregon (telegram) . In 
past eighteen months, several of us as for eign 
correspondents have act ively campaigned for Stamp 
and Bond drives . In past six weeks I helped sel l 
quantities in New England and Pacific Nor thwest 
addressing 10 ,000 to 65,000 persons daily. Would 
like to continue this necessary work, pa.rticul arly 
help the September Drive. However , am forced to 
halt . A. F. of L. representative in Seattle demands 
payment of $14 for union card in Victory centers, 
shipyards, theaters . If you will send me check for 
$14 payable William Green, will obtain credentials. 
Otherwise all next month's West Coast shipyard and 
aircraft employee appeals must stop . I was in 
Japan 13 years, managing B. W. Fleisher's Japan 
Advertiser. I know who we' re fighting and wny we 
need Bond drives. Am at Hearst Ranch, McCloud, 
Calif . through Tuesday and St . Francis Hotel, 
San Francisco , after Wednesday. You can mail check 
either place . Respectfully 

Clarence H. Smith, Charlotte, N. C. April 1941 I 
went to work at Morris Field and immediately star ted 
to buying War Bonds . This is August 1943 and I 
have yet to receive one Bond . Last February they 
wrote me that I would get my Bonds not later than 
April of this year and up to the present time I 
haven't received any Bonds. A month ago I wrote them 
but they have not answered my letter. Tbe point I 
want to make to you is this - I am not the only one, 
fully 900 employees that they have employed out there 
are up against the same thing. There isn•t.any. 
excuse for this , as thi s Air Base bas 900 c1vi l1an 
employees and it never has an average of 1500 
soldiers. The r eason I think we haven't ever go t the 
Bonds is due to the fact they have about 800 too many 
employees. ***What can be done about this? I 
want my Bonds and any money I have coming to me and 
want them at once. 
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Favorab1e Comments ~ Taxation 

Mrs. Harold D. Ross , Mount Morris, Ill. May I 
respectfully urge that the Treasury continue to issue 
Tax Anticipation Bonds in denominations of $100.00, 
in order to meet the needs of a large group of income 
taxpayers. Our wage and salary deductions are at 
least one thousand dollars per annum below our tax 
liability . These small denomination Bonds enable us 
to keep approximately current. We dislike to purchase 
War Bonds for the purpose of cashing them to pay 
taxes . Our income has been relatively stable for a 
number of years and our commitments made before the 
War make regular saving for income taxes a necessity. 
The purchase of Tax Anticipation Bonds of thousand 
dollar denomination, which is, I am given to understand, 
the lowest denomination, is as difficult as paying the 
additional income tax in a lump. The issuance of one 
hundred dollar Bonds would therefore permit us to ear­
mark part of current income, and would be a great 
convenience , even if no interest were allowed. 

A. J . Cottrell, D.D.S., Knoxville, Tenn . We (~wife 
and myself), both more than seventy years of age, belong 
to a group which I have heard called rare. In ac­
cordance with the best ideas of economics of our day, 
by industry and careful management, we were abl~ to 
accumulate sufficient funds, the income from whlch has, 
since I became incapacitated seven years ago, been 
sufficient to provide a modest living for us, but recent 
decrease in returns and the problems of taxation are 
proving quite a problem. We have no other income of 
sufficient moment to be considered. I just wonder what 
particular niche in the scheme of things folks like us 
will fi t into. Our best wishes to you in the stupendous 
task which lies before you. We feel it will be well 
met. 
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Unfavorable Comments ~Taxation 

C. W. Emery, A. M. Somes & Company, Boston, Mass. 
Form §727 - Treasury Dept. - Internal Revenue Service 
covering "Transportation of Property" along with ' 
other misc. taxes, has to be notarized, and the taxes 
must be paid each month. This means that every month 
we have to fi nd a notarizing officer, which isn't 
always convenient. Business houses now have a great 
118ny forms to be filled out throughout the year and in 
the interest of expedition, and too, I am a firm 
believer that the Government would collect their money 
easier and faster in many many cases if we were per­
mitted to sign~ of these returns "under the 
penalty of perjury instead of being notarized. I 
know the Comm. of Mass. permits us to sign many of their 
forms under the penalty of perjury, and as soon as made 
out, are immediately si gned and go in the mail without 
delay, along with the remittance. • • • 

Milton Karz , Attorney and Counselor at Law, Rochester, 
N. Y. I represent Captain Ralph Arnold, stationed at 
Fort Bragg, South Carolina. He had left instructions 
with his mother to pay his second installment of the 
1942 Federal Income Tax. This was done by her check 
forwarded to the Collector of Internal Revenue at Buffalo, 
New York, on June 11, 1943. The next day she received 
a letter from Captain lrnold in which he stated that he 
had also f orwarded a check to Buffalo in payment of the 
same installment. On that day I forwarded a letter to 
Buffalo informing the Coll ector's office there of the 
fac ta involved and requested the return of one of the 
cheeks . I have received no reply to that letter . Later 
I was told that Captain Arnold expected to be tra~sferred, 
probably to fore ign service, and desired to put hls 
affairs in order , and for that purpose requested that I 
straighten out his tax matter with the Buffalo office, I 
again wrote that office informing them of Captain Arnold's 
position· that -l etter was .ailed on June 22nd, 1943, but 
no reply'was received. Both cheeks cleared through the 
bank. I again wrote to the Buffalo office on Jul7 28th, 
1943, addressing the letter to the Collector personally. 
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That letter received no more attention than any of 
the others -- no answer, or even acknowledgment of 
receipt. The money involved ie , of course , of no 
particular importance, although Captain Arnold 
might have been in need of the money for all that 
the Buffalo office knew. * • * Such conduct on the 
part of your representatives subjects your Department 
and Government offices generally, to extremely un- ' 
pleasant criticism and deservedly ao . * * * · 

c. H. Blackburn, New York City. I look af ter the 
investments and the reserve funds of a Cuban sugar 
f ac tory entirely owned by Americana although 
incorporat ed in Cuba . We have had called $50,000 
U.S. Treasury 3-3/8 Bonds and we would like to 
reinvest this money in Treasury Bonds , and we would 
also like to invest another $100,000 in Treasury 
Bonds , but the difficulty is that I cannot find a 
Treasury Bond t hat will give a plus yield after 
paying the taxes . The Treasury Bonds are first subject 
to a tax of 30% b,y the United States Government, and 
then are subject to a tax by the Cuban Government of 
,16 of 1% of the market value on the last day of each 
month for the 12 months of the year, which is equal 
to 1.8% of the average market value of the Bond on 
the last day of ever,y aonth. Then the coupon interest 
is subject to a t ax of 6% on income , payable to the 
Cuban Government on securities issued by the United 
States Government, and then if by any chance there 
should be any money left out of this interest payment, 
i t ia subj ect to a 15% profit tax . Let ua take a 
specific instance of a 2i% Bond which I understand 
you are going to issue in September at par. Of the 
$25 .00 interest, the United States Government would 
withhold 30%, or $7 . 50, and if this Bond should have 
an average marke t value of par, of $1 ,000 , on the 
last day of every month for 12 months , the tax by the 
Cuban Government on the principal would be $18.00. 
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Then the Cuban Government would assess a tax of 
6% on the $25.00 interest, or $1. 60. This adds up to 
$27 .00 tax on the $25.00 interest. I would ap­
preciate it very much if you would be kind enough 
to advise me in what Government Bond we could 
invest this money so that we can get enough interest 
to pay the taxes . I do not ask for one cent of 
income; all I ask is for enough interest to pay the 
taxes so that the yield in interest ia zero. • • * 
Here we are in the situation where Americans, 
residents, o'll!le rs of the company, who n.nt to invest 
their money in Gover~nt Bonde, and the American 
Government is urging them to do so , but at the same 
time the Government does not issue a Bond with a 
ooupon rate high enough to pay the taxes . Up to the 
present time, the only thing I can find in which to 
1nvest the money is a 4% Canadian Bond which costs 
99t to 100, and the $40.00 coupon will be subject to 
a 10% discount, but it will give us $36 .00. The 
American taxes will not apply to this and the $36.00 
will cover the Cuban taxes. Here we have a situation 
in which Americans are forced to put their money 
into Canadian Bonds because there is no Amer ican se­
curity available which will yield income enough to 
pay all the taxes. It seems to me that some arrangement 
should be made whereby a Cuban corporation owned by 
Americana, after paying all the Cuban taxes, will not 
be asked by the American Government to pay more tax 
than there remains of income, so that the yield will 
be zero, or that the American Government should make 
a vigorous protest to the Cuban Government so as to 
do away with the confiscatory tax. * * * 

Constance Edgard, Los Angeles , California . I am ~iting 
to you on the subject of the 30 per cent Withholdlng 
Tax on non-resident aliens as applied to my own case. 
I am a subject of Gt. Britain, having arrived in this 
country on October 16, 1940, with my son, Henry. On 
WAy 20 , 1942, in a communication from the U. S. Department 
of Justice , Ellis Island, N. Y., I was grantedJer­
miasion by the District Director to accept gai ul 
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employment in this country. NY husb&nd is in the 
Royal Air Force, and I cannot receive more than 
$40 .00 monthly for ~self and $12,00 monthly for 
my son f rom England, due to the currency l&ws. I 
found that employment opportunities were greatly 
limited, but finally found employment at the 
Central Casting Corporation i n Hollywood, California, 
I had settled down to this position, when, a few 
weeks ago, it c&me &s & great blow to learn that I 
was liable to & 30 per cent withholding tax on ~ 
gross sal&ry; This ia now bein~ deducted weekly, 
practically one third of~ ent1re salary. ~ son 
was &lre&dy being maintained separately, for economic 
reasons, but now this deduct ion is in the nature of 
an additional hardship as it is practically impossible 
to meet expenses, or maintain a reasonable standard 
of living. I &m therefore writing to you in this 
extremity. • • • I have discussed the matt er at length 
with~ employer , Mr. Howard R. Philbrick, and he has 
very kindly offered to act as the guarantor of the 
tax, if the Treasury Department will waive the pro­
vision of the non-resident alien withholding section 
of the Revenue law. * * * 

Mrs. Ozias Dodge , Asguam Transportat ion Co . , Ashland, 
N. H. In such discussions of the pay-as-you-go tax 
plan as have come to mf notice, I have found ~o . 
explan&tion of wha t is to be done about the a1nor1ty 
who , like mfSelf, paid taxes in full last January: 
I must confess that I was warned against doing th1s , 
but it seemed a patriotic duty to meet the obligati_on 
promptly if possible, and I bad, and still have, 
every confidence that the Government would not allow 
those of us who did so to be penalized. I t scarcely 
seems f air for the taxpayers who have met their full 
obligation to be treated the aame in the matter of a 
withholding tax as those who have not. If , however, 
the matter i s to be taken care of by credit, it seems 
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as if this should be done now, so that the money 
might be available to us . Some of us would 
undoubtedly buy Bonds with it, as we are evidently 
that kind of veople! As a firm supporter of the 
Roosevelt Adm1nistration, I em perhaps most con­
cerned as to what to say about this to mf Republican 
friends who urged me lest January not to pay in 
full. 

Harold Orthwin, Los Angeles, Calif. As a public 
accountant, I am writing you, to give you an an.alysis 
of the reaction of the public to the withholding 
feature of the new income tax law. Unfortunately, 
the reaction of the average wage earner, as I have 
observed it, is one of resentment, and quite a f ew 
workers, especially women, have quit their jobs or 
are threatening to quit because of same. These 
same people did not seem to take the same r esentful 
attitude, when they paid their income tax in a lump 
at the end of the year . .. Hence this reaction is 
entirely psychological, especially when it is con­
sidered that these peovle have been forgiven 3/4 of 
their 1942 tax . I bel1eve that this amendment should 
take the form of a quarterly return to be made out 
by every taxpayer, just as every employer now does 
with the Social Security, etc . I t is obvious that 
if inf l ation is to be checked on the home front , and 
if the production of war goods is to be spurred, that 
we will need the services of every possible worker, 
man or woman, and to get the highest production from 
our workers, they must be reasonably contented . I 
am certain that a change in the present income tax 
law, as outlined above, would assist in the attainment 
of t ba t goal. 

(Fr ed 1. Geier, Cincinnati, Ohio, sends copf of letter 
be has addressed to All is-Chalmers Mfg. Co.) I trust 
my desire to pursue the question o£ deducting with­
holding tax according to law, instead of by schedule 
issued by the Treasury Department, will not be construed 
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as antagonism regardin~ the payment of direct taxes, 
stiff though they ar e 1n rela tion to advancing 
oo~~odity prices . The ob ject of this f urther com­
munication is to question the validity of the 
Treasury Department ' s missile , with its broad span 
of brackets for collection of taxes, which exacts 
amounts in many cases in exc ess of that specified by 
law, -- and which amounts to a levy without legal 
authority. My belief always has been that Congress -
and they alone - have the right to levy taxes .against 
the people. That we may ~et a return at t he end of 
the year is beside the po1nt. This sugar-coatin~ is 
already losing its sweetness by the talk in Washington 
for an adaitional tax bill - somewhere in the 
neighborhood of 12 Billion Dollars. Precious little 
we can expect as a return on overpayment i f the tax 
framers have such ideas now. * * * The point of m1 
di scussion is that the Treasury Department could have 
and should have na?rowed the brackets down to a span 
whi ch would hAve caused less diseension and dis taste 
among the workers . To prove my point, that it can be 
done , I a.m attachin~ heJ•ewitb schedules as it would 
apply in two specif1c cases - biweekly. I firmly 
believe the U. S. Treasury Department deliberately at­
t empts to subvert the law, and supersede an act of 
Congress . Therefore, I offer this as m1 formal prot est 
against the use of t he Treasury Department schedule 
instead of the proper application of the law. 

Elizabeth A. Holmes , Buffalo , N. Y. Will you kindly 
issue instructions immediatell to have the withholding 
tax as it now stands on mY sa ary, cancelled. It is 
a physical impossibility for me to ray this tax ~nd it 
is creating conditions that are intolerable . My 
salary is $25.00 a week and at the present time because 
of deaths and r esulting conditions, I am dependent 
solely on this sal ary . Previous to this tax, it was 
all I could do to meet the most necessary expenses at 
this time. Will you kindly send me an immediate reply, 
instructing the discontinuance of thi s tax at l east 
for the present. 
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John Dragan, Detroit , Mich. With the new income 
tax report to be filed on Sept. 15 I understand that 
one must estimate his earnings within 20 percent for 
the remainder of the year and a failure to do so 
demands a penalty. Such a ruling from your Department 
has created more absenteeism from War plants than all 
reasons put together and your Department is sabotaging 
the War effort . * * * It is an unjust ruling and 
should be remedied for it's impossible to es t imate 
one's earning power in the f uture, especially those 
working on War production, for bra . vary fron week to 
week. For instance take my case. Work is 48 brs . , 
which was increased to 9 brs. per day and many times 
overtime over that amount. The plant schedule varys 
and it's impossible to know whether one works Sunday, 
how much overtime there will be for the week or whether 
the work day is to be decreased or increased. And 
raises are given on merit , which is never certain, it's 
absolutel{ impossible to est.imate one's earnings within 
ZO percen • As yet I have never refused to wo rk 
Sundays or overtime but if I'm to be pene.lized fo r 
being unable to es t i mate earnings within 20 percent , 
I shall refuse the overtime and the Sunday work when 
asked in order to be able to estimate earnings within 
the required limit. * * * 

Anonymous - Postmarked, New York, N. Y. 

A man stood at the pearly gate , 
His face was worn and old; 
Be merely asked of the man of fate 
Admission to the fold. 

What have you done, St. Peter asked, 
to seek admission here? 
Why, I tri ed to estimate ~ income 
Tax f r om now to the end of the year. 

The gates swung open sharply, 
As St . Peter touched the bell; 
Come in, he said, and take a harp, 
You' ve bad enough of hell . 
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Wm. R. Biedermann, Commercial Audit & Appraisal Co., 
Bernardsville, N. J . You no doubt are aware that 
the WITHHOLDING TAX laws are going to mean that 

l SC' 

therti is lots for us to do. The complete laws being 
delayed, al so the forme . I have a list of 50 various 
clients of which 40 must file by Sept . 15th and due 
to the lack of gas, it will be hard to get around, 
and in addi tion I have a crippled foot . MY Orange 
Board and the O. P.!. rule this work not essential; 
therefore, many of these taxpayers will not be able 
to f ile these required reports, and you will then not .• 
get your Tax money. Now I should think that you as 
the Treasurer of the U.S. funds certainly ought to 
help out men like me who is helping our Government, 
to sec that such Tax money and reports reaches you on 
due time. If 1ou do not have the money you cannot 
buy WAR EQUIPMENT, so why is this line of work 
considered not essential . There are ways that the 
O.P.A. can have GAS conserved elsewhere and help us 
out . 

Mrs. Edith Jackson, Holley, N. Y. (Letter addressed 
to the President and referred to us by the White 
House .) Inclosed please find check for 24¢. I 
earned $1.25 at 50 cents per hour, 1 cent out for 
old age insurance, $1.00 out for Victory tax -
balance due me 24¢. I paid 10¢ to ride 2! miles and 
carried mf lunch. How much did I get for 2i hours 
work? I am a woman 58 years old. Result - absenteeism. 
I certainly won't go to work fo r 2! hours aga1n ­
neither will-rot& of others. Result - lots of green 
beans or corn wi ll waste. • • • We are only part time 
workers . We own our little home. And my husband 
and I both work in fruit and vegetables so tau see 
we are in the very lowest wage bracket. I ve en-
dorsed this check . You may donate this 24¢ to any 
charity you please. I am a Democrat. 
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Anonrous - Postmarked, Raleigh, N. c. I cannot 
thin of anything more important to t he proper 
functioning of Government than the levying and 
collection of taxes . No Government can survive 
without taxes. I am of the opinion that 99 per-
cent of the citizens of the United States are 
honest and want to pay every penny in taxes they 
are due the Government on their incomes, especially 
in view o~ the fact that our country is at war. 
It is difficult for me to understand why Federal 
income tax laws are so complicated that only a 
magician can understand them. Those who write the 
"instructions• on how to prepare income tax returns 
should bear in mind that only en Infinitesimal 
portion of the taxpayers are familiar with accounting 
and high mathemati cs. It is positively pathetic 
to see men and women f l itting here and there trying 
to find out how to f i le their income tax returns . 
Thousands of them, who are not able to do so , spend 
money to have their returns filled out by so-call ed 
experts, only t o learn a few months later that they 
were improperly done. Little business men, who 
operating their business with a shortage of he l p, 
are now bogged down trying to f i nd out how to fil e 
their returns and to pay their taxes. Time spent 
in their effort to unravel the "instruction• puzzles 
is a dead loss . Big business houses have to employ 
an a"" of auditors , certified public accountants 
and tax experts to arrive at the income tax due . It 
is not right , ur . Secretary, when you consider that 
it is hard enough to pay the taxes once you f ind out 
what they ere. No man is sure that he has filed his 
income return correctly, because of the mass of 
complications. * * * 
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THE UNDER SCCRETARVOfTH£ TRCA SURV 

W A aHIHOTOH 

August 20 , 1943. 

UEMORANOUM TO THE SECRETARY: 

Referring to our conversation of 11 few days 
ago in which you suggested that you would H'<e 
to ourchnse a comol et e set of the Allied Military 
currency nnd postage stnmps, anrl our discussion 
of the possibility that this currency and these 
soamps might be sold to nuois~~tists and ohilat­
el ists . Ur. Paul has given me an opinion that 
oher e is no l egal authority in any executive 
branch of t he Governcent to sell the currency 
· nd s t~mps . He further says that if we do sel l 
the~ it might have some effect on our authority 
to provide the curr ency in the first place under 
int~rnational law . 

1 have arlvised tbe War and StRte Depp rtments 
thnt ther e- is no legal author ity for the sa.le of 
the currency fl.nd strunps and thnt 11.ny inquiri es 
shou ld be answer ~d accordi ngly . 
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If, -1 ' ~.f.A. -
O"IGa 041 n. SU~N CHNCAAL 

WAaiiHGT'ON 

20 Auguat 1943. 

WEYORANDUU tor Honorable Henry Uor genthau, Jr. 
Seoretar:r of The Treasury. 

Subjee~: Fi•e day ~reatment of syphUie . 

1. The following Wonaation is forwarded at the request of 
J.lr , Fihgereld, of your office: 

a. Use of the five dq troatrrenl. of syphilis was bogm 
in The Artlfl/ at Fort Bragg, North Carolina on 22 July 1943. To 
date 23 cases of infect ious sypbiUa have been treated without 
serious roaction . 

b . While wider uae. of tho m4thod in certain typos of 
eaaee ie antig,patod, the present method ie not regarded as satisfactory 
for routine use in Tho Aror:f• 

For The Surgeon General: 

~Q,;_ 
.1.. ROGI'l!S, 

, Jiedicel Corps, 
'-.....C~-out1Ye Otticer • 

.. 
__ .. - _,._ - - _......... U. e. MtllY • • , ... _ .... hOOWf. 0. c.•• 

M.L.OOM~~~- ,.... •-· 

, . 
• 
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fA OM 

194 
TREASURY DEPARTMENT 

INTER-Of'FICE COMMUNICATION 

o ATo August 20, 1943 

Secretary Worgenth&u 

Mr. Schwarz~ 

I han talked with We.jor Kadee and some others 
with respect to Ladas ' book and believe as a result 
that i t is a fair ly well accepted work on its subject, 
but not nearly aa aportant as Wr. Fainberg would seem 
to indicate. 

Wy own impression from a reading of the excerpts 
is that Wr. Fainber g has reached conclusions not 
warranted by the text. The book was published 11 years 
ago and has not been challenged in that time. Any 
revision in the text at this late date, especially 
since the stat~ents are not inaccurate even if they 
could be more complete, might well stir up a contro­
versy that does not exiet . 

I am returning herewi th the letters to General 
Greenba111. 
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M . I'A fN 8II" O 

llur IS.11er&1 Gr.e11'ba-: 

h :llorpathau Sr,-t..tao' 'boolr::. 

Oapta1a X.uo' aoaoru4ua 'boaro out rq oaato11U011: 

l. L&4ao 4ooo not ot;ato that; •t;o tho 'boot; ot rq lr::llow­

l•dc• u4 011 iAtol'II&Uu u4 'lleliet Aakooa4or llorseathn Ut 
aooept &114 ooaUnueo to aooept ihe atoreoa14 o&la17•1 a ot&toiiOIIt 
in a 'lloolr:: that; Aa'llaooa4or KorseAihau no appo1Ato4 Ohairau at; 

a oal&r7 ot i-2 000 ooan7o t;o onr7 reaur iha• lao sot H too. 
Lauo &loo pno tlae osut Aat;o ot Korpatla- o reotcaaUu 
{ oxoerpt J) llut 4ooo aot ot;at;o that; 110 o&l&l'J no onr pa14, 

11, L&tao' 'lloolr:: 1o a fto 'boolr:: rea4 'b7 aU otu4eAh, 

!he &'boTe 'boaro out rq point tlaat a ftT llloul4 'be t0111ll 
to reaoTe the olur ot &II 1a:p:reo~ ih&t & r1oh Jlr.KorsonthUL coto 

hiaoolt a f&t ~0'111 i-2 000 100110 ti"11 to 111lU&l'J &114 gOTOBIIOAt 
ea:plo7 .. 0 (oo:poo1&117 '11110.11 tho aoxt 1ar1o o&l&l'J- th&t ot Sir lohll 

Oaa:p'boll 1o pTOII e.t i>l 000) u4 non uaw4 1a • 'boolr:: wrnwa 1a 

& To111 tha' 1Atome.Uoa&l t1nuo1oro ( &114 wo lr::llow wl1d ~ aeuo) 

haTe ex:plo1to4 :proot;rate4 Oreeoe. 

I woA4or eat &II ex:pori in th(IVIaUero -11lr::o Jlr,Emot 

wou14 th1Alr:: U he l oolr::o4 onr the two 'boou- that ot Aa'baoo&4or 

llorsenihe.u u4 that ot L&Aao. 

Sinoerel7 •,--T -In 
0 

• 

lllol Lotter to JOU ot lul7 6/ U ...j) ';-::5/ ~~ ~ 

Be : .Uuu SeaeD.ott-Ouer&l VlaoooT, 
Ill T1ew ot Ruoo1oa a111t&l'J ouoceooeo the aatt;or 

ooeao ot no 1a:poriuoe rip\ aow, I a1p t ro tum to U lllloul4 
oooaoioa require it, 
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TO 

196 
TREASURY DEPARTMENT 

INTP Ol'f'1Ct: COMMUN ICATION 

- JUL 28 194~ 
secretary ].'orgenthau 

Calltain Kados 

1'he attached letter f r om Mr . ],1, Fainberg to General 
•·,·eenuaum apparently refers to Stephen P. Ladas 1 book 
entitled "The Exchan;;e of !.dnorities - Bul~:aria , Greece, and 
Tur.cey" puolished in 1932 by the Bureau of International 
.csearch , B'arvard University and Radcliffe College . There 
is no reflection upon t:r . Henry ~orgenthau in that book and •• • 
n~ action on the letter would appear warran ted . 

Tne only references to Ambassador 1'orgenthau in the 
book aro as follows : 

1. 

2. 

3. 

On page 622, there is a footnote r eferring to 
Ambassador }."orgenthau 1 s book, "I i /as Sent to 
Athens" . An extract containi ng the reference 
is attached hereto as "Excerpt A" . 

On page 628, there is a r eference to t he appoi nt ­
ment of Ambassador lLorgenthau as Chairman of 
t he Settlement Commission at a salary of 12500 
per annum and to his later resiGQation. An 
extract containinc the reference is attached 
hereto as "Excerpt A". 

On page 634, there is a r eference to a speech 
by Ambassador ~orgenthau ur&inu the Council of 
the League of !.ations to suppor t a loan to t he 
Greek Government to finance t ho resettlement of 
refugees . In subsequent pa&es, the author 
severely. criticizes t he terms of t he loan, assert ­
ing that t he interest charge nas exhorbitant . 
However, t he author does not identify Ambassador 
Morgent hau with the fixillb of the inter est ra~e 
or connect his name with the stringent terms ~m­
posed by t he l ending institutione . An extract 
containin* t he r eference is aLtachcd hereto as 

"£xcer pt C • ~·!:: 

!.t h.chments 
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Excerpt A. 

"" * " The Council voted to set aside 50, 000 
Swiss francs from the item •Unforeseen Expenses • 
of the League budget , in order to enable Dr . Nansen 
to fulf il t he various administrative engagements 
which he had assumed. At t he same time the Greek 
government, t hrough Mr. Politis , put forward as its 
ovrn proposal the suggestion of Dr . Nansen for an 
international loan to Greece for the settlement of 
the refugees . The Council referred the proposa~ 
of Ur. Politis to the Financial Commit tee of the 
League for examination and report .9 At the next 
nesting of the Council, in April, 1923, a Sub­
Cor.xmit tee 1us apnointed, consistinz of the British, 
French, and Italian members of the Council, with 
authority to invite the Greek government to add a 
fourth member. This Sub-Committee was to receive 
the re:ports of t he Financial Committee, which was 
oxamin1ng the pract icability of floating a loan on 
the baibs of the securities which Greece could 
offer . The High Commissariat of RefUJ:~ees was 
to prepare'a general plan for enabling refugees 
to be settled in Greece on a self-supporting 
basis • .u.. . 

9 League of Nations, Official Journal , Jf.arch, 1923, 
pp. 234-235, 383-386 . 
10 Vlith regard to the negotiations for the loan see 
also Henri Morgenthau, I was sent to Athens , !lew York, 
1929, pp . 175 ff . 
11 illi, , June , 1923, pp. 602-603, 696-703 . 
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Excerpt B 

"On September 29, 1923, the Council of the 
League of Nations appoi nted Sir John Campbell as 
League member on t he Commissi on for two years at 
a salary of U OOO per annum, and Mr . Henry Morgen­
thau , on the nomination of the Near Eas t Rel ief, as 
Chairman of the Commission for two years, at a sal­
ary of i2500 per annum. It also approved the ap­
pointment of 1~ . Etienne Delta and Ur. Pericles 
Argyropoulos, nominated by the Greek government , 
as members of the Commission.l9 

"J.!r . Morgenthau resi.ened his post in December, 
1924,' and was temporarily replaoed by Dr. Alfred 
Bonzon, and permanen~~y by Mr . Charles P. Howland 
on February 7, 1925. The latter resigned in 
September, 1926, and was repla~~d by}.(!' . Charles B. 
Eddy as from October 15, 1926, l Sir John Campbell 
resigned his posi tion as member of the Commission 
on January 15, 1927 . He had held this post for 
more than three years and had formed a valuable el e­
ment of permanence and stability in the work. In 
his place Sir John Hope Simpson wc.e appointed fro~ 
January 16, 1927 .22 Sir John had a1ready served ln 
the Commission as a substitute r.l4mber . " 

19 League of Nati ons , Official Journal, November, 
1923, p. 1357 . 

20 League of Nations , Official Journal, February, 
1925, p. 156; April, 1925, PP• 437-438, 514. 

21 League of nations , Official Journal, October, 
1926, pp . 1237-38. 

22 League of [;at ions, Official Journal , February, 
1927 , pp. 140, 158, 173. 
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Excerpt C 

"In September of the same yea.r34 the Chairman of 
the Commission, hl.r. l!.orgentha.u, appeared before the 
Council of the League , and made an address lfhich may be 
considered a. guarded expression of impatience that the 
Council was not proceedi ng with due speed in the matter 
of the Greek loan. He declared that in order to stab­
i lize Greece and to take care of al l the refugees a sum 
of LlO, OOO, OOO was needed, of which Greece was prepared 
to supply one- foUrth. He believed t hat the securit,y 
£iven was ample and proper, and that t he Greek govern­
ment was stable . He asked t he Council to investigate 
the s ituation through the Financial Committee of the 
League and to put its stamp of approval on the desire of 
Greece to raise the loan of tlO,OOO,OOO. 

''The amendments to the Refugees Settlement Protocol 
of 1923, adopted in September, 1924, authorized the issue 
of a. loan up to tlO,OOO, OOO. The Sub-Committee of the 
Council of the League found from estimates given it from 
an authorized source that t he revenues assigned by the 
Greek government had a yield of 700, 000, 000 drachmas per 
year, and that t he lend which was to constitute a guaran­
tee for the loan represented a value of about tlO,OOO,OOO. 

"Encouraged by the support of the League, the Greek 
government entered into negotiations in London for the 
i'loating of the loan. These result; ed in the signature of 
contracts in December, 1924, with Eambros Bank, Limited, 
in London, Speyer & Co . •s Bank of l•ew York, and the 
National Bank of Greece . These contracts provided for 
the issue of a seven per cent loan of tl2,300,000, f ace 
amount , of which e7, 500, 000 were to be issued in London, 
e2, 500, 000 at Athens and e2, 300,000 (in dollars ) in J;ew 
York. The issue took Vlace at the rate of 88. Deduct­
ing , however, the Brit1sh stamp duty of 2~ and the ex­
penses of issue and commission of Banks of 5%, the net 
produce was 81 per cent . Thus the nominal interest of 
7% rose fi nally to 8;71%. This is a t ragi -comic commen­
tary on the high- sounding discussion of the Refugee Loan 

34 League of Nations, Official Journal, October, 1924, 
PP• 1299-1302. 
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as a humanitarian and philanthropic work!35 Greece could 
probably have raised such a loan without the intervention 
of the League . A loan bearing such interest naturally 
proved entirely successful, the sum required of the pub­
lic beine covered five and a half times at Athens and 
nearly twenty times in London, and entirely subscribed 
by Speyer & Co. in New York. The net proceeds of the loan 
were ~9,970 ,016 6s . 9d ." · 

35 See A. Andreades et al ., Lee effets economiques et 
sociaux de la guerre en Grece (PUblications de la 
Dotation Carnegie ), p. ldl. 
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J.toS 4P 
o ~ » 'OS 
!< .. .... .., .. 

fl4 . ,.AJ Ha ... o 
AIO IUV. IIt81DIE OIUY. 

H. W 'I'O'IK 

Dear Mr , Greenbaum: 

July 6 , 1943 

\\ben I se.w you in l•all/ine;ton several 
I felt like the proverbi al long <ietance telephone mwo 
fear of wasting precious minut es never even touches on 
items •n• is anxious to discuss. 

woexe a.go 
v.ho to r 
the aulny 

llow, with roy \\Orlc 
~ant to catch up "ith various items 
&mODe them the follow1n.g : 

in Columbia having t nded, I 
tha t Viere on my mind , and 

""';.1"""~ 
_

111 ~ "~ = In a book on .. 'xobanged Population s ( Qreek-l • "'t!"" ';.1'"' Turks-Bulgars) by Stephen :tadas , pubU shed b Harvard Univore1t , 
:;i :l., ~ g, S and \\1 el used in the trai n in nternat one. A m n .CIIl.. » j s ~re is a r e erenoe o Am as sad or Morgen au 1n h s aot1v1 ties ~ s :; "' l.i t or Gr eek Resettlement . To i ndicate the t enor - it is enough to 
~ ... :: ..... :," ment i on that Ladas states that llorsenthau's salary as Chair miiD 
0 0 ~ '" .. • ot the ComOi t ee was so much (I do not rememebe r ,.1lether 1t was ,_lit~ ;,..8 ~ :1.1 , 000 or :1.!,000 per annum, but 1or Ladas it nidently seemed a "c:!: .,;~ ~ T lot) . There 18 no indication e.nrohere that Morgenthau ne~r drew 

"' Z: " 11 h i s salaries, e.id hie o: ex~.ee,.o._oonneo ted with this ,.orlc, and 1: !l Z• G ~ that he did a spiUn&ti"'i . . 'llb·rx. A'he taot that ~o~orsenthau ;!l. ~ o~ r efused hie ee.lary ( and I believe donat ed 1t to the neeet tlement ....... e .. ~ activities) 18 not mentioned by "'adas ; i t must have been lcno..n to 
,. ... q .f 2! ·him; 1t is al so mentioned 1n ltlorgenthau1 a book "I was sent to :S 11,... ., ';l l} Athens" ; tho retusa.l of salary wae !!'.!';re;than. e...J:UL.iYX~tJi,i.O . of 

-<11 110-:;:;: a rioh me.n; 1t wae coupled wi tli'"a;"'lon.etrat).ll&, nnd.a-·t "A41 ns ot the 
~~ :> ~>oo .... sfitt!I:~YOil, was used t o inspire enthusiasm, and was part of ltlorson -1:0!::: 0 .,., ~ thau's br11Utlllt suidanoe of the work- \\he re utilization o:f Greeks .,,.. 111+':5 ll ~and Greek retu~eeef themselves, rather than :forei6h pai d apeoia.liats 
: ~"' ., :: :f'c;' has contribUte so much to the aucoeae of the v.ork . 
"' ~ "'1: ., 0: ~ ).91o r s ... ., :!i o ~ u <> ~ book 1 " 1•lt'tix was published by the Bureau 
x "' ~ i! of Int ernat1one.l Reaearoh of nardnrd University and hie Viorlt "-as 

financed by th• m. 

I smell an anteaim1tio angle 1n thia matt e r , You 
may remember that sevefal year s ago I t old you about another book-

IISoviet Rule in Russi a : by ina:U:x Batsell , publ ished by the same 
Bureau of Harvard and he.vins unmist e.lcable SYJlptoms of anti semi t1sm 
( e . g . indi catins t hat such and such Soviet leader ~ts a lew; 
that oppr saion ot 3ews before the r evolution was a natural'~tvu~t 
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ot Jewieb a~.bnrsin act1'f"it1ee, that duriJl8 the war caeee ct ea­
piona.se b7 the Jews were comillg up "ill the aaaeried ratio ot tin 
Jewa to one Rueeian l and m&n7 more •Jewieh• reterencee even aa0118 
bibliogr~hJ-"there are Russian editions ot the collected worka 
Zinoviev,Trotzki , and other Jewieh revolutionaries•!) 

f I wonde r it ~orgenthau Jr, or other children ot 
{Ambassador ~orgenthau want to do· something -at least to have the 

• · slur ol a rich man taking salar7 in a reliet work -removed, It 
'f ehould be a lesson to ftarvard, how an antesimitic attitude oaueea 

research men to falsity tacte; and I cannot help jhinking that in 
view ot pauoi ty ot werkr ill thf illlgl1eh l&nsu"Se on the problem 
KICIUNOi OF POIULATIO!IS, "'adae e book will be increasingl,r ueed 
b7 all atpdente ot these problema ~~ohioh are bound to come to the 
tront when war nears its end. 

It the matter illtereau 7h, "I ahall be glad 
look over 111 reterences and the books concerned and give you 
batim transcriptions trom same or, perhapa, photatats. 

Sinoere:e:~ ~ 

Brigadier l$eneral Edward S. Greenbaum • ) 
3334 Reser~oir Road, N. w. 
lo aahington, D. C. 
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or jewish al'b'fe r sive aotivitiee , that durin& the war cases or ea­
pionase 'by the Jews were ooming up "in the asserted ratio or riYe 
Jawa to ona Russian! and many more •Jewieh" r eferences even among 
bibl1ogr¥hy-"there are Russian ed1 tiona or the collected works or 
Zi.noviev ,'.rrotzk1 , and other Jewish revolutionaries"! ) f 

f I wonder if J.!orsenthau Jr, or other children of 
, Ambassador J.!orgenthau want to do· something -at l east to have the 

l slur ol a rioh man taking salary in a relief work -removed , I t 
~ should be a l esson to Harvard, bow an antesimitic attitude causes 

research men to falsify facts; and I cannot hel p ,ninking that in 
view of paucity of werkr in thV En&lish language on the problem of 
EXCHANGE OF POPULATIONS, ~adae s 'book will 'be increasingly used 
by all stpdents of these problems "b i ob are bound to come :to the 
f r ont when war nears its end. ,. 

If the matte r interests :v•u, 1 shall be glad to 
look o•er m;v references and the 'books concerned and give you yer­
ba tim transcriptions f r om same or, perbaps, photstats. 

Sinoered:~ ~ 

Br igadier lleneral Edv,ard S , Green 'baWD , ) 
3334 Reeerqoir Road, H,W, 
l•aehington , D.C. 
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TWsi1Rr IEP.lli'IIENT 
'lu~n 

fOR J111IBi\SEe l!QRU!IG HE\,Sf!J'IJ§ 
Frida)', Auguat 201 1943• 

Secretll')' llorgenthau aacle pubUc t.oda;y a r..,iaed dratt. ot the 

n-euury•e tentative propoeal tor an Int.ernetional Stab1Utat1on Fund 

of the \k\ited end Aeaociated Nations. 
/ 

the revised draft. waa ,prepared b;y technical ex ,erts of the Treasur;y 
in cooperation 111 th expert. or other Depariaon te. the revision followed' 
e>;plorator)' d1a cuaeione that. have been &Oinc on tor aore than two mont.be 
between the 1110ne\ar7 experte ot th1e GoY~UT&ont onc1 the aonotlr7 e:zperte 
of nearl)' thirt7 countrt'ea, 'lih1le s~~~&oationo ot repreaontat.h .. ot other 
countries have been included in the rev1aed draft., Secreter;y llorgentbau 
pointed out that 1 t doee not neooesarilJ renect the v1011e ot the e:zperte 
ot any other •oountriaa . • 

'!he elq)lorator;y tecbnj.cal diaculliona in 'llaabingtol' haYO been held · 
in r<!sponae to an 1nv1tat.1on Secrotar)' llorgentbeu sent late laat March 
to the finance ainistere of the United Netiona, 101closinc for ,their exa­
ination, a prelllnl.n417 draft of the Treaeur;y' s tentative propoeal . the 
finance lllinietal'e 1181'1 roqueete<i to sublll1t the draft tor etud)" b7 their 
technical experts end to und their experte to 'laabington to diseuse the 
feasibilit;y of international monetor;y cooperation along the suggested 

lines. 

Secretar)' IJorgenthau said the elQ)lorator)' diaeuasions ha•e bOen 
oxtr ... el)" helpful in clorit)'in& the v1en llidel)" bold by the e:zperte 

of the United Net.l.cns. 

"I believe the technical exparte are unanimous in their view 
that international monetll')' ccoperat.l.on ie oseential if we are to 
avoid the oollapee of ..,.. 110notar1 e)'lt .... , to prevent tho disl"QQ't.I.OD 
of foreign exc:Nngee and to faciUtate the reetoration and belanced 

growth of internat.l.onal trade, • be eaid. 

'lhei'O will be further diacussiona with tho 1'8p!"ls&ntat1ves tf 
oth~r ocuntries who are ~octod to arrive during t.:e 11onth, Secretar:Y 
Uorgentbau n1d. lie a aid thll t no ocntoronco would be called until 
be hod bad an opportun1t)' to ocnault with the Ocngreeeional cC111111tteea. 

"'lhi• r ev1aed draft.", he aaid, •u in ever;y 5<1 .. ., still a preliai­
nar;y dcc=ent . It baa not rec<lived the official approval lither o! tho 

Treaeur;y or ct !thie Gcvern.ont.• 

Secret.er)' llor11unt.bau po1ntud out tbot be 11 keeping the appropriate 
CCinnll.tteoa o! tbO Senate and thu !lou•• fllllJ 1nfor~~~ed of tho discusaionJI, 
On &prU 5 onc1 6, 1943_, 11r. lloreonth&u appeared b<ofore tbre• cCIDittoes 
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of th<l s.net.. and t hnu c:amnittoes of tho Houu to oxpla1n the proposal 
Jor an In~urnationol Stabilization Fund. llr. Morgonthau said ho into.nd•d 
to ap?"e.r bofoN tho appropriate oommittuoo of tho Sonat• 81'1d the House 

600
n a!tur Congress convenes to oonsult with thom further on tho proposal . 

"Truasury orticials", Mr. l!orgonth~u said, "aro arranging discussions 
•ith rupruountativu public groups to uxplain 'llhat wo aru doing, and to get 
thoir ougguoti ons . 'nleru will be a conforanco of offic~r• nnd directors 
of euvurnl t•udor nl fiusurvu \lanka 1n Qllcago nuxt weok at which proposals 
Jor pootwGr stabilizat ion of currency ><ill bo tully diacuos od." 

'nl8 ~ocrutnry indicJitod that similar oonhr<>ncoo will be hold with 
otb.r Fudcr al R.ourvo Banks. 

·.1t .. 'dn tho noxt tcw wc~ks Tr .. asury of fioisla will hold eonterenees 
,.Hh tho Advisory Council of the &:urican Banltore Aeaoc:iation, the 
Nuw York City bnnlte M d oth·"" r .. pr<.aontat1v• bWildrc groups. Arrange­
,..nu a.ro &lao being 10adc f or r.wctings with a:c.cbor a of the Foreign 
Trodu Council and otbor organizations r epNaunti.ng lNsinosa men engaged 
in ron.ien t r:\dv. 

Socrutary IIOrgcnt.hau said tho Trouury had roeoi wd o larg• nu:nbor 
of letter s r egArding tho proposal, mMY of tbOIII ombodying intor esting 
6U£&••t1ons . All of thusc luttcrs aro buing cnrefully oonsider ud , 

oOo 
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Tho plan lor poot-war intunAtional currency liability oel 
forth in this pllmphlet is a revision of the preliminary dra.ft 
ootlil'fl of 11. IU'OJ)C)Q] for an I nternational Stabilization fo'und 
or tbo United ond Associated Nations made public by tbo 
St."CI'tlnry of the Treasury on April 7, 194.3, 

'11u~ prtlimhmry dralt was sent by tho Secretary of the 
Treu ury to Ll~ 6mutoe ministers of Lhe Unit«) Natione and 
tl" countries ai!80Cialed with t.htm with a rtqUellt tlllt it be 
itudied by lheir technical expert& The finance mlnitten 
~re al10 in,.ited to lflld repreeentath'f!l to Wuhington for 
informal dileUsSions with the upert.t of thil: Goftmmtn&.. 

Such informal clitcu!sions hue boon btld with neo.rl7 80 
-nlri.._ On lho basis of lh- ru..u..ions, tho UptiU ol 
tht Tluow-y ,.;111 the coopuation of .. PfiU of Olbor D.­
parcmtnta of thit GovtJ'tlmtnt Ju,., rev iled the prtHminary 
dr1ft l>ropmal fOI' an intemat:ionaJ .-tab'iliution fund. 
While tuggetlions of the rtpresentati\"tt: of other oountrite 
ha\t bl-.n iDC"htded in the tt\'ised dnft, it dON not nee•· 
aril~ re8ec;,t the ' ' iews. o~ tlle uptrta of any other eountry. 

Th11 re•aettl dn.fL IS m every tense still a l)rtlirninary 
doo~mtnt n!J>reatntiug the views o f the technical txportl o f 
the frel~&u•·y cmd of other Departmtt~tl of thit Oove.rnment 
h hilt uot l'tcti\'td Lheofficial appro\•a1 either of tho Treuur; 
or thi1 OO\'t!I'IIIUl':nt, 

• 0 
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FOREWORD 
B71Wrn HOtOunuo, Jr, S--a«ry of II•• r .. O#W!I 

~ tho Unittd Nationt b .. e brought thia ""to a ru .... tul 
tOIIeluaaon, they wm be faced with many urgt.t~t international tco­
n~ic and llnan~al problema. Some of ~h~ are new probltmtaritiniJ 
directly from lhJJ wa.r; otbtrt a.ra continwng oonaeq~nou of failu.re 
to tolve the problema that. hue been with ua since tll & laat. war Tho 
aolution of U•t~t problema ia e&&entiaJ to the development of a 'IOUnd 
economic foundation for world pe&e& and prosperity. 

AU of the imt)Ort.ant i.nte.rn.ational ooonom.ie and fina.ncial problema 
are cloeeJ1 lnterrtlat.ed.. )fonetuy lrt:&bilization, com.merc.ial policy, 
the pre•ilion o.! lone-tum intunational credit, promotion of atobilily 
in the p,; ... of primuy preduet&, tnd &rnngomon,. lor rtliel and 
rtbabill,.tion art problf'lllt thet joi~ at innliDltnblo polnta. Nt•-er­
thoJ-, boeauoe ol thtir """'pluit7, tbey must bo tAken up otparattiJ, 
altbolljlh eadl ia tum mull bt int.gnltd •ilh tbe -. 

It ia ,...rall7 ~ that -,.,- llt bili17 one! pnll4ttlon 
ogaintt diteriminatory <Wl'tJIOY p...UC.. ore .-ntial btoet lor tht 
nYiYal of inwnatjon.aJ c:ommeroe and finaoc:e. For this reuon, an 
approprial6 "arting point mlabl..-.11 bo lhe ...,.idtntion of pott.wu 
int.rnational monetarr problem& Succeaa: in deal.in& with inttra.a­
tional monetary problems in the poat..war · period wHI eon tribute 
toward flna.l tolution of t.be other internationAl 6nanc:lal and etanomic 
problema. O.pit• the tec.hnicaJ ditlicultits invoh'td, the eommon 
inte~Ut which ,.u countries have in the solution of potl-war monecar-y 
problenu provide~ ' buis for agreement. 

It itlt.iU too 100n to know tbe precise fonn and magnitude of pott-. 
war monttary preblcmo. But it ia ""rtain that wo shall bo oonlrenttd 
with threo lnttpai'Oble mondary tub: to provent tho dioruption ol 
fol"eip eKChanp, to aYoid the colla pee of monet.try 1ytlema, and to 
lacllitata tho rutonlion ond btbneod growth of in~mationtl Indo. 
Cltarl7, web form.idoble probltm1 can bO -ruU7 hand.ltd onl7 
lhrolljlh inttmttional a<tion. 

Tbo crtotion of inotrumtntaliti"' adoquata to cloal witb lilt ineri­
,.ble J>*·Wir mo..UrJ probltmo ohoold not bo potlpooocl untll tbo 
ood of botlililito. It • auld bo ill-adrioed, if not waoroua, to lt&•t 
ounolnt unprep&recl at the ood of the war for tht ditltult 1 .. ol 
inttmational monotarJ oooi>enti""- Speci&< and pnttlcal pre.-Ja 

"' 
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mUll. bt formulated by the upon. and must be corefully conaidtred • 
by tho policy-tbaping o&Ws of the nrious oountriOL ln eoeh 
oountry a«lf'pta.IX't' of a dtfinitiTe plan ean follow only upon ~ 
lath·e or tzi(!('Utift acc.ion. And evHa when a plan ;. finallr adopted, 
m\da time will be ron.sumed in prepantion before an inlHnaLional 
inltitution fOt' monetary ooopen:tion ean bta\n etrecti•e work. 

Thtrt i.J anotbt.r important reuoo for initiatinr now eoncrete dit~ 
eUIIiOM of t)*ific: proposals. A plan for international monttary 
cooperttiou can be a fac:tor in winn.ing the war. It hu been eug­
pted, and w-ill~ much eogeney, that the ta.k of &lllurJng the ~efeat. 
uf 11111 A;ci! 1'10Wff3 would be mnde eosier if tlte vlc;l inu~ of agu~ion 

could have greAter 11-SIJUrance that a victory of tho United Nations 
will not. mr11n in the roonomic sphere" repetition of th& oxchlngtl 
ln.st••bllity 11ml mo1w1nry (~IJnpse. thut followed the Iaiit wnr. The 
fK!opl~ iu all of 1he United Nalions muit be gh-en ,onlo assurance 
tlu1t lhtre will not 11g11iu be two decades of poit•war econotulc di• 
n1p1ion. The f)fOf•le must know thut w·e at laat recognize tht funda· 
mtmal truch tbtt. tile pros-perity of each oountry it clOKiy Un.ked to 
the JH'Oiptrity of otbt:r oountries. 

One of the approl)riate agtncies to deal with intt.rnadonal eoonomie 
to.nd mcm~tuy problems •·ould be an inttmational .. bili.ulion fund 
•nh l'f'liiOUrctt aud powers adequate. to the taik of he.Jp.ing to aebie,·e 
RK!Ottary ltability and of facilitating the rtitontion and be.l&Detd 
j."ffWth of internatio.nal tnde. A proposal along theM line. wu 
drafred by o~.\.mtrie.n t«hnieal HJ)Ut$ and made public on April 7, 
l8-63. Tbt~ hue been in(ormal diSC'WiiioJl$ on thi• draft in whidl e 
nenrJy thirty counttiH hne pa..rtieipated. These ditcUIIiontc have 
shown that all countritt~ think joint aetion in thi1 fie.ld i1 neoout.ry 
for the rt."CUn.truction of the world economy. 

It it n.'COgnized lhllt a.n international i t.abiliu.tion fund is only 
om-, of tlu~ in~crunumtalitie.a which mny be needed in tho naJd of 
itucrnnl ional econc>mic: cooperal ion. Othe.r ngenc.ic• rnay be needed 
to JH'0\•1<11.! long·t••rru inteJ·nationa.J credit for poit-war ~natruc:tJon 
and dt\'CIOJ>mt•ul, to l)ro,•ide funds for rth.abilit.alion and relief and 
to JlromcK0 ,.litbility in th(l prices of primary intenuu ional c.om~1odi· 
1 i~ 11ttre iJ 1 ~trong inclination on the pll't. of IOI'tlt 10 entrust. to 
~ amgle. agN~ the ~ponsibility for dealing .,.itl1 tht86 and othtr 
mt~rnauotutl t«lllODuc problems. \Ve belie,·e, however that an inttr. 
nattonal ~nocu~e institu~on c:an operate moa ef eeti;e.Jy if it. U nO(.. 
burdtnfd w1th d•rtrae duhes of a speci.a.liud chanctu . 
• Although an i~t~matiooal stabilization fund can proYide the faeili· 
"• fo~ ~ptnllon on monetary que$Ci01J.1t the taablithmt.nt of sueh 
an instn.uttoo would Dot of itse.lf usu.re the 10lu1ion of th .. diflScul&. 
Prol>l•nv. Tho op<rotions of lOCh a fund <an !:to .......tul only if 

0 

m 

the ~ ond ,_..~of the fund are"""' ..U.Iy, ond if mmbu 
countn• ('OC)ptrate wath tbe fund's eodta\"Ors to maintain inttma• 
t:ion~ equilibrium at . high ltT'f'l of inttmationaltrade. sa eoop. 
tnll.on mUll include eotnmorcit.l pot;rits de<igntd to rtdU<O trode 
bllmtn and lo t.trmlnate diac:riminatory pract:kft that hue in th. 
put hampered tht balanctd growth of intt.rnational t,.de Tht 
nado!" of !hit: worl~ can bt prosptr<M only if they "rot good "neigh· 
bort an the:Jr economtc A8 wtlll.!f tbtir politital relation&. 

The draft propoeall tl\at hne been put forward on a tento.ti\'e bull 
have receh•ed wide publicity in the United Statet, the Unitt~<l King· 
dom, Canada, and in other (Ountries. I t. is in the bMit democ.ntlc 
tro.dition tl1nt tl10 J>tO(>Iuho~Jid lnt\'6 lhc. fullest. opportunity to eXJ>l'i'IM 
their views and to shlpe tho polit ies of tbe.ir Oo\'ernmtnta on tJ1e 
important proble.mt affecting tutl ional well·bting. And it it an exte.n. 
11ion of thi• tro.djtion that. all Lhe United Nation$ should hue an 
opportunity to partidJ,.•te in 11le fonuulation of 1 JJI'Ofnm for 
international mnntlary coope.ration. 

Thio revioed droit io publiolo<d wit.h the hope that it will call forth 
furthu cor:runente and eoru;t.naetire tu.gge61ion.1. It aim• to pm~tnt 
only the e.mtial elements of a workable international llabiliution 
fund, and itt pro""iaiona are io e''tl)' ltlt...llle ttntati\"'e Ob•iomly, lhn-1 
are many decailt lhat ba ... bHn omitud and 1hat Qn be bttttr for­
mulated afttr t.ht:te it agr"Hmtnl on the more important point.l. Wt 
btlien that a workable and aC'C'fpta_b1e. plan <an tmttp only from 
the jointetroru of the Uoittd Nationssupporttd by •nliglltfOtd public 
opinion. 

IL.n...r..l 
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Puwnw..,. DIA~ 0tm..1n or • .._... ,... 
AN INTERNATIO~AL STABILIZATION FlTh'D 

or 1'IIE 
UNITED AND ASSOCIATED NATIONS 

P,..mble 
1. 'l;'bere is a growing recognition that pro~ toward 

estnblisbmoot of a functiolliog democratic world ill the 
post-war poriod will depend on the ability of free peoples 
to work together in 110lving their economic problema. 
Not the leMt of these is the problem of how to prevent a 
widespread breakdown of currencies with resultant illter­
national economic disorder. We must assure a troubled 
world that the tree oountries will solve these perplezing 
problOID!, and that they will not resort to competitive 
exchange depreciation, multiple currency practices, die­
criminatory bilateral elearillg, or other destructive for­
eign exchange devices. 

2. These are not transitory problems of the immediate 
poo!twar period affecting only a few countries. The hit­
tory of the past two decades shows that they are con­
tinuiJ1g problems of vital interest to all countries. There 
must be a general realization that world pro8perity, like 
world pence, is indivisible. Nations must net together to 
restore multilateral intrrnational trade, and to provide 
orderly procedure for tho mailltenanoo of balanood eco­
nomic growth. Only lhrough illternational cooperation 
will it be poMible for countries successfully to apply 
meaaures direeted toward attailliog and mnilltaillillg a 
high level of employment and income which must be the 
primary objective of economic poliey. 

8. The International Stabilization Fund of tbe United 
and A.saoeiated Nationa is proposed aa a permanent Insti­
tution for international monetary cooperation. The ro­

m 
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2 PJIEAMBLE 

sou=s of this Fund would be available under adequate 
snfcguards to maintain currency stability, while giving 
m<'mbC'r countries time to correct maladjustment& in their 
bnlnnC't' or payments without resorting to extl"'JDe meaa­
ures destmctive of intel'tlational pl"'8perity. The re­
sources of the Fund would not be used to prolong a 
bnsiMIIy uubnlnneed international poeition. On the 
<onlrnry, the Fund would be influential in inducing coun­
t l'iC'tl to 1>11 rsue policies making for nn orderly return to 
~quilibriurn. 

4. The Fund would den! only witb member governmGilta 
nnd 1 hci a· fisc:> I agents, nnd would not inlrndo in the 
cuslomnry cbnnncls for conducting intemnt!onnl com­
merce nnd Ruancc. The Fund is intended to provide 
~upplcmcntnl fneili tics for the sueecssCul functioning of 
the estnblisbed foreign exchange institutions and to free 
intcrnntionnl commerce from harmful restrictioD& 

a. The success or the Fund must ultimattly depend upon 
the willingness of nations to act together on their 
common problems. Internntional monetary cooperation 
~hould. not be 11'gnrded as a matter of generosity. AU 
count r.es bne n vital interest in the maintenance of inter­
nntionnl monetary st.1bility, nnd in the bnlaneed growth 
of multilnteral international trade. 

f. Purpotet o ( tl1e Fund 

'l'hc Un ited Nations and the countries associated with 
I hem •·ccognizc, as declared in tho Atlantic Charter tt1e 
ne?d fo•· tho fullest cooperation among nations with the 
nb.tcct or seo:u ~ing economic ndvanooment nnd rising 
•lnndnrds of. hv~ng fo~ all They believe that nttolrunent 
of th<'SC obJechves wtll be facilitatoo by · international 
monetnry cooperation. Therefore, it ia proposed that 
there be established nn International StobilizAtion Fund 
with the following purposes: 

I. To. help stabilize the foreign exchange ratea of the 
<~U"renc•cs of the United Nations and the countries asso­
Ciated with them. 

• 

• 

L PUll POSES OJ" TilE FUND 
8 

a. :ro. sho~ the periods and lessen the de,_ of dil­
eqwhbnum tn the international balance of paymenta of 
memhu oountries. 

3. To help create conditions under which the amooth 
flow of foreign trade and o.f productive capital among 
the member countries will be f06tered. 

4. To facilitate the effective utilization of tho htooked 
foreign bnlnncea accumulating in some ceuntriea ns a 
conscqueneo of tbe war situation. 

~- To reduce tbo use of such foreign exchange restric­
tions, bilatornl clenl'ing arrangements, multiple currency 
devices, and d iseriminatory fot-eign exchange prneliccs 88 

hamper world trnde and the intenlalional flow of pro­
ductive capital. 

If. Q.rupoaitiou o( the. Fund 

l. The Fund abaU comist of gold and the currencies 
and securities of member go'rernments. 

2. Eocll of the member countries shall subscribe a speci­
fied amount, to be called its quota. The aggregate of 
quotas of the member countries shall be the equivalent of 
nt least $5 billion. 

3. Each member country shall meet its quotn contribu­
tion in full on or before the date set by the Board of 
Directors for Uao Fund's operations to begin. 

(a.) A country shall pay in gold not less than an amount 
deltrmincd 88 follows. If its gold and free foroig11 
~xchnngo holdings are: 
(i) Jn oxcCSI! of throo times its quota, it shall pay 

in gold 50 percent of its quota. 
(ii) More than two but ICAA than thn><~ tinlAA it~ 

quoin, it shall pay in ~told 40 Jl"rc<'lli of ill! quota 
plus 10 percent of its boldinga in exoeJ~S of twit& 
at• quota. 

( iii) More tba!• its quoto but less tha!llwice its quota, 
it shall pay m gold 30 percent of •!• quota plus 10 
percent or it8 holdings m exooss of >Is quota. 

... ., ....... .__1 

f ll r.x 

••• 

Regraded Unclassified



4 
n COMPOSITION OF Till: FUND 

(iv) Leu than its quota, it shall pay in gold 30 per­
cent of its holdings. 
The gold payment required of a member country 

substantial parts of wh06e home areas have been 
wholly or parily oooupied by the enemy, &ball he onl! 
thrce-fourihs of the above. (For other gold proVl­
aions, Of. v-~-il and v-&, 7.) 

A member country may include in the legal reserve 
account nnd in the published statement of the reserves 
of gold and foreign exchange in its Treasury or 
Ccnt111l Bnnk, nn amount not to exceed ita gold eon­
h-ibution to tbe Fund, minus lt11 net purchases of 
foreign exchange from the Ftmd paid for witb local 
cun-cncy. 

(b) It shall pay the remniudet· of it. quol.lt in local cur­
rency, except that a member country may substitute. 
government securities (redeemable at par) for local 
currency up to 50 percent of its quota. 

4. A quota for each member country &ball he computed 
by an ngrecd upon formula which givea due weight to 
the important relevant factors, e. g., a country'a holdings 
of gold nnd free foreign exchange, the magnitude and the 
ftu~tuntions or its balance of international payments, its 
nntionnl ineomc, etc. 

Before computing individual quotas on the bMis of the 
ngrcod upon formula, there shall be reserved an amount 
equnl to 10 tJCreent of aggregate quotas to be used as a 
Mpecinl nllohnent for the equitable adjustment of quotas. 
Where the initial quota of n member country as com­
put eel by tho formula is clearly inequitable, the quota 
rlll\y be increased from this special allotment. 

5. Quotas shall be adjusted on the basis of the most 
recent data 3 years after the eatabliahment of the Fund, 
and at intervals of 5 years thereafter, in accordance with 
the agreed upon formula. In the period between adjust­
ment of quotas, the Fund may inereaae the quota of a 
country, where it is clearly inequitable, out of the special 
allol.lnent reacrved for the equitable adjustment of quotaa. 

• 

• 0 

11. COMPOSITION OF Tl!E FUND 

6. Any change. in the formula by which the quotas of 
member countries are determined sbaU be made only with 
the approval of a four-fifths vote of the Board. 

7. No in~aae shall be made in the quota of a member 
country under u--., 6 or e without the consent of the rep­
resentative of the country concerned. 

8. The reeources of the Fund shall be used exclusively 
for Uro benc1lt of the member countries. 

Ill. Monela.ry UnH of lhe Fund 

1. 'l'he monetary unit of tho Fund shall be the 1mit111 
(YN) cqunl in vnlue to 137';4 grains of fino geld (equiva­
lent to $10). No change in the gold value of the uuitae 
&ball be made except with the approval of 85 percent of 
Ure member votes. Wben such change is made, the gain 
or 101!8 sustained by the Fund on its holdings or gold shall 
be distributed equitably among the memben! or the Fund. 

The accounts of the Fund shall be kept and publiJbed 
in terms or units&. 

Z. The value of Ure ~tun-eney of each member country 
shall be established in terms of units& and may not be 
altered except na provided in JV--6, below. (Of. n·-1, 2, 
below.) 

No member cormtry shall purchtiSe or nequiro gold, 
directly or indirectly, at a price in terms of its nntlenal 
currency in excess of the parity which corresponds to 
the value of its currency in terms of unitut~ and to tho 
vnluo of unitae in terms of gold; nor shalt any member 
country sell or dispose of gold, directly or indirectly, . at 
a t>rico in terms of its national currency below lho partty 
which correspond$ to the value of its currency in terms 
or unitna and to tho value of units& in t11rms of gold. 
(Of. VIJ-1.) 

3. No change in the value of the currencies o~ ~ber 
oountrlea shall be permitted to alter the value 1n urutaa 
~.>f the auets of the Fund. Whenever the currency of a 
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nocmber country bas depreciated to 11 ai(llliftcant extent, 
that country must deliver to the Fund when requeeted 
an amount of illl loenl orrreney or -uritiee equal to 
the doorense in tbe unitas value of the Fund 'a holding~ 
or the loenl currency and seeurities of tbe country. 
Likewi.w, if the currency of a member country abould 
appreciate to a significant extent, the Fund must return 
to lbnt country an nmoru1t (in the currency or securities 
<•t lhnl eounto·y) equal to the resulting ine1·enso in the 
unitM vnlue of Uoe l!'und 's holdings. 

rv. Exchanse Jt•ttt 

1.. 'l'bc o·ntes nt which the Fund will buy nnd sell one 
oncmbcr cul'l'cney for another and at which U1e Fund will 
huy n11d sdl gold for local currency shall be established 
i11 owcordnnee with tbe pro,;sions below. (Cr. ul110 m-2 
and \'-2.) 

2. The initinl rntes of exchange for member eouutril'l!' 
rurl'l'ncie,; shall be tlotennined ns follows: 
(11} ~·or any country which becomes n mNnber t>rior to tho 

dnte on which the Fund's operntions begin the rntcs 
initially used by the Fund shall be based' upon the 
value of the eurl'l'ney in tenns of Unitro Stntcs dollan 
wld<·h lll'<'\'nilcd on Jul~· 1, 19-!3. 

It, in,t he judgment of eitheo· I he mc111bcr country 
ur tl~r. J: uud, I he niX>,·e rate is t· l~u rly iunpproprinte, 
tho uutonl rule shall be detenniuro by consultation 
bct":cru !he member country and the F und. No op· 
oo·nhous 111 •uch cm·o·euey shall be undertaken by U10 
Fund unlit n rnte has been eslnblished which has the 
nppo·ovnl of the Fund and of the member eountl'y in 
question. 

(b) .For nny member country which has been occupied by 
the enemy, the Fund shall use the exchange rate fixed 
by .the ~verumeut of the liberated country in oonsul­
tat~on wotb the Fund and acceptable to the Fund. 
Pnor to the fixing of a definitive rate, operations in 

• c 
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such currency may be undertaken by the l''uud witb 
the np1•roval of rhc Bo.'lrd at n teutati,·e rate or ex­
~IWJC" fixed by the member oountry in cousultntion 
woth U•• Boord. ~o 01>erations shall be continued 
under this provision for more tbnn 3 months after tbe 
liber_nt.ion of tht'. country or when tbe local currency 
holdmgs of the Jo und exceed tl1e quota of the country 
except thnt undc·r SIJCeial circumstaii<X'• the period 
and the amount of such opemtions mav be extended 
by the Fund. • 

3. 'l'bo Fund •hn11 not oome into OIJ"I·ntion until ogr<·e­
ment h11s been reached on the exeluUlge roles fot• cur­
rencies of couulric;; reprcwnti11g a mnjol'ity of the 
aggregntc quoins. 

4. The J.'und shall dctcn11ine tbe range within which 
the rates of excbnnge of member ctll'reocies shall be 
p4lrmilted to Hucluate. (Cf. vn- 1.) 

5. Changes in the exchange value of the currency of n 
member country shall be considered only wbeu csecntial 
to lbe oorrection of fundamental disequilibriwn in ill 
balance of payments, and shall be 11111do only with the 
npproval of tbroo-four1Jos of tbc member votes including 
the representnlU;o of tbc country concerned. 

Because or llw extreme uncertainties of the immediate 
post,.wur period, the following exccptioual provision• mny 
be u!lCd uur;tle;tl!l first 3 years of tlle Fund's operations: 
(a) ' \'hen the existing rate of cubnngc of a member 

countt·y is clem·ly inconsistent witb tbe mnintenattcc 
of u baluowcd iutcmationnl payments position for that 
country, clumges from tbe established rate may be 
made at the gpeeial request of that country nnd with 
tbe approval of n majority of the member votes. 

(b) A member oountry may change the estabiWled rate 
for Ita currency by not more thnn 10 pcreent provided 
that tbe member country shall notify the Fund of Ita 
intention nnd shall consult with tbe Fund on the ad­
visability of ita action. 
t44l ....... t--4 
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V. Po•·t:n •nd O~radont 

'J'he Fuud 81uul haw the foUowing powers: 

1. 'J'o buy, """ and hold gold, eu~ncies, and govern· 
nlNII IK'<'Urilit'l! of member eountr~es; to enr~nark and 

1rt1n,frr gold: lo issue its own oblijllltions,. and to oiJcr 
t hrm fn1· tli""(.·(')uttt or snle in m<'mi'M'r eonntr1~. 

'l'he Fund shnll purchase for local currency or needed 
for<'iJin •·xrhnugt' :my member cu•·reucy in good standing 
ncquirrd by unolht•r membe1· counh·y in settlenwnt of n 
balnuc•t• uf IHl)'m(•utli on eul'rent nccount, whCJ'O such 

0,, • .,.,"'Y e:!lmnt bc• di~J>OSed of in thr fo•·cign cxelmnge 
'"" ''his withi11 tlw rml)l" ~stnblishrd by th~ Fund. 

2. 'l'o st•ll to tlw 'l'•·rnsm'Y of any member !'Ounh·y (or 
Stnhili1.11ti"n Fund m· Cenh11 i Bank acting ns il• agent) at 
thr n•·,.._·pt('cl l'tl1t• •lf t'Xehange, currency or nny mrmbcr 
<OHntry whieb tb• f 'und holds. provided tbnt: 
(11) The fol'<'ign e><·bnngr drmnnded trom the Fund is re. 

qui"'' lo ul('('l an ad,·ersc balanc'<' of payments pre­
dominantly uu (·nrre.nt :t('('OUnt with nny rnembe:·r 
<'<>Untry. ( ('f. ,._,. for capital trnnsfeno.) 

\\'hen lhr fiOid and frt't' foreign e.~ehange holdings 
of n lllelllber ootmtry exceed 50 percent of it• quota, . 
1lu• Fum! in selling foreign exchange to •ueh member 
''"'"'"'-'' sl<all I'E'<Juirc that onr·hnlf of sueh exrbnuge 
"'"'" I ~· puid for with gold or foreign ex•hnngc ac­
e•rJ>Inble· tutht• Fm11L {f' f. \'-4, 1 ; on gold collntoml, 

""" \'-'!-<•.) 
(II) The• Pnnd's total holding>; of the cm·,.c•ney nud l!('(:n­

l'il ie·• ••f any uwmb•r eount1·y shnll not rxcCC!d t hr quolu 
uf ""~''' countr.'' "-'' mol'(' than 50 percrnt during the 
r..,t ·"''"' of ope111tiou o£ the Fund, and thereafter 
~hnlluol ext'(!('(l such quota by more thnn 100 percent 
(rxc't!pt nsothe_n,·ise provided below). The tot81 bold· 
in'!'J thus Jlt'11nit1ed are termed the per>Ni~tib/~ quota 
or II I'OIInlry. \\'ben the FuJJd's holdings of local 
•·nrreney nnd 8<'Cnrities are equal to the pemli~ble 
qno<n O[ !I t'Ountry. th• Fund may I!<'JI (OI'('ign C~· 

• 
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change for such additional loeal et1neney only with 
the apoeifie approval of the Board of Directors ( ef. 
vt-3-&, below) , and provided that at leaat o11e of u .. 
following two conditions is met: 

(i) In U1e judgment of the Fund sntisfaetory mea&­
nrt'fl are being or will be taken by U1e country whcee 
currener, is acquired by the Fund, to correct tbe 
disequilibrium in the country's balance of pay· 
menta; ot· 

(ii) It is believed that the bairutec of payments of the 
count.ry whof!<l currency is acquired by the l!'und 
wi ll be such ns to wnrmnt the expectation thnt the 
CXCe88 Clii'I'CilCY holdings of the Fund ~llll he dis· 
po!!OO or witbin a M'.asooable time ; 

Prouidtd furtlttr, that when the Fund's holdings of 
the currency of any member country or countriet~ fall 
below 20 l><'l'eenl of tbcir respreti\'c quotruo. th~ snlr 
shall also T('(Juire the &l>proval of the Tel>,..,.,ntative~~ 
of these countries. 

(e) When the Fund's holdings of local currency and secu· 
rities exceed the permissible qnota of a eouutry, the 
Board may n>quire the member t'Ountry to dcJ>OIIil 
collateml in necordaocc with regulation:< pr('S(•ribed 
by the Boa•·d. Such eollatcral shall take the fom1 of 
gold, fo•·eigu or domestic eurrene~ o; Oovcnun~tll 
bonds, 01· othc•· suitable <·ollateral w1thm the cnpnc•ty 
of the meu1oor counh·y. 

(tL) When, iu the judgment of the Fund, a mmllOOI' couu· 
try, whose• <•ur•~ncy nnd sccuritie•s held by the Fund 
exceed its l(uota. is cxlwusting its fle111lissible quota 
more ruJ>idly thau is warranted, or is using its per· 
mi88ible quotn in a manner tllat ele.m·ly has the eiJect 
of preventing or w•duly delaying the eslablishmcmt 
of a I!OUnd balon<* in its intcruationnl at-counts, U•• 
Fund may plate aucl1 conditions upon o~ditioual sales 
of foreigu exchange to that country as •t dr(>DI8 to be 
in the general interest of tbe Fund. 
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a. Tbr Fund may sell foreign exchange to 11 member 
eountry, uudcr conditions presenbed by the Fun~, to 
facilitate a transfer of eapital, or repayment or adJust­
ment of foreign debts, wben in the judgm~t of the _Board 
aueb 11 trnnsfer ~ desirable from the porn~ of vtew of 
the gcuerul inlernational economic situation, ~"?vided the 
Fund •8 holdings of the crurrency and seeuraties of the 
member country do not exceed 150 percent of tho quota of 
t11nt country. Wbeu the Fund's holdings of tho local cur­
rency nnd securities of n member country exceed 150 per­
cent of the quota of that country, the F und may, in excep­
tional cia·cumstnnccs, sell foreign c.~cbange oo tbo member 
country for the above purposes with tho approval of 
tln-ee-fourths of the member votes. (Of. v-2-e, above; 
on voting, vt-:Hl, below.) 

4. When the Fund's holdings of the CUJ'l'C1tey and ae­
curitii'A of n member country become excessively amall in 
relation to prospective ncquisitiolll! and needa for that 
currency, the Fund shall render a report to that country. 
The report shall embody an analysis of the ei\U8C8 of the 
depletion or the Fund's holdings of that currency, a fore­
r;ast or the prospective balance of payments in the abeence 
of speeinl mcnsures, nnd finally, recommendations de­
signed to increase the Fund's holdings of that eurrenoy. 
Tho rcprescntnth'o of the country in question shall be a 
mcm~r or the F1n1d committee appointed to draft the 
nJ()()rt . l :his report shall be sent to all member countries 
and, if deemed desirable, be mnde publie. Member coun­
t des agree tl1at they will give immediate nod careful 
attention to recommendations made by tbo F und. 

5. Whene•·cr it becomes evident oo the Board of 
Di rectors that the anticipated demand for any particular 
currency n~<•:r soon exhaust the Fund's holdings of that 
currency, the Fund shall inform the member countries 
of the probable supply of the currency and of a propoeed 
met~od for it& equitable distribution, together with aug· 
gestions for helping to equate the anticipated demand t or 
nod supply of that currency. 

• 
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Tbe Fund aball make every eftort to inereue the supply 
of the scarce currency by acquiring that currency from 
the fomign balances of member countries. Tho Fund 
may make lpeeial arrangements with any member coun­
try for the PllrpCJAC of providing an emergency 1upply 
under appropriate conditions which are acceptable to 
both the Fund and the member country. 

To fncilitnto appropriate adjustment in the balaneo of 
payments position of member countries, and to help 
cot·rect the distortions in tbe pattern of trade balances, 
the F und shall apportion its sales of such st11rce currency. 
In such &J>portionment, it shall be guided by tho Jlrioci­
ple of satisfying the most urgc11t needs from tho point of 
view of the general inten18tional economic situation. It 
shall also consider the special ~eeds and resources of the 
pn1ticular countries malting the request for the scarce 
currency. 

The right of any member country to acquire an amount 
of oUter currencies equal to its perm~ible quota shall be 
limited by the neeeMity of assuring an approprU.te d;... 
t r ibution among the various members of any currency 
the supply of which is scarce. 

6. In order to promote the most effeeti>·e lll!C of the 
available and accumulating supply of foreign exchange 
a-esoure~ of member countries, each member country 
agrees thnt it will off~r to sell to the Fund, fo•· its local 
currency o1· for fOJ'Ilign cu rrencies wh ich tllo member 
country needs, onc-bul f of the foreign exchange rosourcos 
and gold it acquires in excess of its official holdings at 
the time it bceame n member of the F und, but no country 
need sell gold or foreign exchange under this provision 
unless its official holdings ( i. e., Treasury, Central Bank, 
Stabilization Fund, de.) are in excess of 25 percent of it.ll 
quota. Eor the purpose of this provision, only f ree and 
liquid foreign exchange resources and gold shall be co.n­
aidered. The Fund may aceept or reject the offer. (Cf. 
n- s-a, v-2-a, and v-1.) 
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To help aehieve this objecti~e each mem~r country 
agrees to diJCOurnge the exeess1ve accumulation of for­
eign exchange resources and gold by ita nationals.. ~e 
Fund shall infonn any member country when, m 1ta 
opinion, any fur1her growth of privately held foreign 
exchange resources and gold appears unwarranted. 

7. When the Fund's holdings of the local currency and 
securities of n member country exceed the quota of t11at 
cou11h')', the Fund shall, upon request of tho member 
counh''• resell to the member country tho Fund's CXC<JSS 
holdinJ(S of tho currency of !lint country for gold or 
nccctJtnblo fo•·cign exchange. (Of. v-u, for cl1urges on 
l1oldingg in excess of quota.) 

8. 'I'" buy from the governments of member countriee, 
biO!:k<•d foreign balances held in other member countries, 
tn'Ovided nil the following conditions are met: 
(11) 1.'he blocked balances are held in member countries 

nnd are reported as such (for the purpoee of thia 
pro1•ision) by the member go•·erumenta and are veri· 
tloo by the Fund. 

(b) 'l'h• mcmbor country selling the blocked balances to 
the Fund agl'C<!S to transfer these balancc>a to tbe 
Fund nnd to repurchase from the Fund 40 percent 
of them (nt the same price) with gold or such free 
cuneneics as the Fwid may wish to aCC<Jpt, at the 
mte of 2 pcroo1t of tl•e trnnsfened bnlanccs each 
ycnr tor 20 ycnrs beginning not later than 3 years 
n ftcr tho date of transfer. 

(c) 'l 'hc conntry in wh.ich the blocked baliUICC8 are held 
ngrces to transfer to the Fund U1e balances deecribed 
in (b) above, and to repurcltaae from the Fund 40 
J>ercent of them (at the same price) with gold or sueb 
free currencies as the Fund may wiab to accept, at 
the rate of 2 percent of the transferred balances eaeb 
year for 20 yean beginning not later tban 3 yu.ra 
after !lie date of transfer. 

• 0 
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(d) A clwge of 1 percent on the amount of bloclced 
b&l~ces ~ld to the Fund, payable in gold, &hall be 
lened againat the country selling illl bloeked balances 
and against the country in whieb the balances are 
held. In addition a charge of not less than one pel'­
cent, payable in gold, shall be levied annually against 
eaeh country on the amount of sueb balances remain· 
ing to be purchased by it. 

(e) If tbe country selling blocked balances to !lie Fund 
asks for foreign exchange rather than local currency, 
the request will not be gr!lnted w1lcss tho CO<mtry 
needs tho foreign e.~change for tho purpose of mcct.­
ing an adverse balance of payments not arising from 
the acquiliition of gold, the accumulation of foreign 
balanooe, or other capital transactioll3. 

(f) Either country may, at its option, increase the amount 
it repurchuee annually. But, in the ease of the 
country selling blocked balances to the Fund, not 
more than 2 percent per a=um of the original aum 
taken over by the Fund shall become free, and only 
after 3 years aball have etspsed since the sale of the 
balances to the Fund • 

(g) The Fund has the privilege of disposing of any of 
illl boldinga of blookoo balances ns fi'M' funds nflH 
tho 23-ycnr period is psssed, or sooner under !lie fol­
lowing conditions: 
(i) Its holding~~ of tbe free fw1ds of the co1mtry in 

which the balances are held fall below 20 percent 
of il8 quota; or . . 

(ii) Tho approval ia obtained of !lie country m wh1ch 
the balances are held. 

(II) The country io which the blocked balan- '""' belt! 
a~ not to impoee any restrictiol18 on the uae of !lie 
inlltallments of the 40 percent portion gradually repur­
cb&aed by !lie country which sold the balances to the 
Fund. 

( i) Tbe Fund agreea not to ad! the. blocked balan.ces ac­
quired under the above authonty, except w1th the 
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permission or at the request of the country in ~hich 
the balanee~~ AJ'e being h~d. The Fu_nd may mveet 
these bnlanees in the ordinary or apeeud gonmment 
aeeurities of that country. The Fund shall be free 
to scll such securities in any country under tho pro­
visions of <-11, below. 

(j) '!'he Fund sltall determine from time to ti~ t~e 
rnnximum proportion of the blocked balances •t wtll 
pui'Chaso under this provision. 

Provided, however, that during tho first 2 years 
of its operation, blocked balances purchased by tho 
Pund shall not exeoc-d in the aggregate 10 percent of 
the quotns of nil member cowJtries. At the end of 
2 ycnrs of OJ><'rntion, the Fuud shall propose a p.lan 
for the grndunl further liquidation or blocked bal­
ances •till out•tanding indicatittg Ute proportion of 
the blocked bnlan001 which the Board considers the 
Fund can appropriately purchase. 

Blockrd balan.es aequired under Utis provision shall 
not be ineludrd either in computing the amount of foreign 
PXcllattge amilnble to member countries under their 
quota.' (of. r-~. s), or in computing cho rgcs on balances of 
l<wal curl'l'ncy in excess of the quotas (d. v-u). 

9. To buy nnd sell currencies of non-member countries 
hut ~hnll not ncc1uit·e more than $10 million of the cur-.... t•('flt·y of any one thJn·member count ry nor hold such cur-
l'~ll(·ira h~yond 60 days after dato of purehnse except 
witlr thr nJlpt-ovnl of lho Boord. 

10. 'ro lxnrow the currency of any member country 
Jll"fWidrd the additional amount is needed by tho Fund 
nn<l providrd th~ n'presmtath·e of that country approves. 

ll. To eell member-<:auntry obligations owned by the 
F\lud provided that the representatives of tbo country 
issuing the securities and of the country in which the 
securities are to be sold approve, except that the approval 
of tlto representative of the issuing country shall not be 
neeessary if tho ob.ligations are to be eold In ita own 
market. 

• 0 
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To uae ita holdings to obtain rediscounts or adftllcee 
from tho Central Bank of any country whose eurreney 
the Fund needs. 

12. To ~v.est any of its currency ho.ldinl!'l in govern· 
ment seeurttieto of the country of that currency provided 
that the repl'<li!CDtnlive of the country approves. 

13. To lend to any member country ita loco! currency 
from the Fund for 1 year or less up to 75 percent of Ibn 
cumncy of tbnt c~untry held by the Fund, provided tho 
local currency hold1ngs of the F1md nrc not reduced below 
20 perc9nt of tlto quota. 

14. To mako n service charge on all gold and excbango 
transactions. 

To levy a charge uniform to all countries, at a rote not 
less than 1 p<'t:eont {)"r annum, payable in gold, ngainat 
any country on the amount of its currency held by the 
Fund in exCCS8 of the quota of that country. An addi­
tional cbarge, payable in gold, shall be le•-ied by the Fund 
agninat any member country on the Fund's holdings of i~ 
currency in exeess of the permissible quota of that 
country. 

In caae the Fund finds it necessary to borrow currency 
to meet the dc.mnnda of its members, an additional cbarge, 
payable in gold, shall be made by the Fund suftlcient to 
cover tho eost of tho borrowing. 

15. To levy upon member countries a pro rata share of 
the expenses of operating the Fwtd, payable in local cur­
rency, not to exceed one-tenth percent per annum of lho 
quota of each country. The levy may be made only to 
the extent that the eamings of the Fund are inadequate to 
moot ita curront expenses. 

16. The Fund shall deal only with or through: 
(a) The Treasuries, Stabilization Funds, or Centro.! Banb 

acting u fiscal agents of member governiDeDts. 
( I>) Any international banks owned predominanUy by 

member governments. 

Regraded Unclassified



16 
v. POWERS Ai\'1> OPERATIONS 

The Fund may, nevertheless, with the approve~ of the 
representatives of the govermnenta of ~ti~ co~t htrileeda,codi~-

ed ~u ita own seeurities, or aeeun ea • o • • 
=ly to the public or 1o institutions of member countriee. 

Vl. ~t.an.~~emen l 

1. The odministrotion of the Fund shall be vested. In a 
Bonrd of Diroolors. Each government shall nppomt a 
di~tor nnd an olternate, in a manner detenn.lnod by it, 
who ahnll serve for a period of 5 years, subJect to tbe 
plcnsu•·o of their government. Directors ond alternates 
may be reappointed. 

2. In nil voting by the Board, the director or alternate 
of each member country shall be entitled to east an agteed 
upon number of votes. 

The distribution of basic tJolu shall be elocely roo 
toted 111 U•e quotas of member countries, although not 
in precise proportion to the quotas. An appropriate di&­
tribution of basic voting power would seem to be the fol· 
lowing: J::a~h country shall have 100 votes, plus 1 vote for 
the E"quh·olent of eoch 100,000 unitas ($1 million) of its 
quota. 

No country shall be entitled to east more than one-fifth 
of tho nggrcgoto basic votes, regordless of its quota. 

3. A 11 voting shall be according to bnaio vot.es except M 

follows: 
(a) In voting on proposals to authorize the sole of foreign 

exchange, each country shall cast n numbor of votes 
modified !rom its basic vote: 
(i) By the addition of one vote for ench $2 million 

of net soles of its currency by th.e Fund (adjusted 
for its net transactions In gold), and 

(ii) By the subtraction of one vote for eneh $2 million 
of its net purchases of foreign cxcbnngo from the 
}'und (adjusted for its net transactions in gold). 

(b) In voting on proposals to suspend or reetore member­
ship, ench member country shall cast one vote, as 

provided in Vl-11, below. 
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._ ~ decisions, except where speci6cally provided 
otbennae, aball be made by a maJority ol the member 
votes. 

.5. The Board of Directors sbaU select a Managing 
Director of t.he Fund and one or more assi!tnnta. The 
Managing Du-ector shall become an cz ojMio member 
of tho Board and shall be chief of tho operating at.Aft of 
tho Fund. Tho operating staff shall be selected in accord­
ance with regulations established by the Board of Diree­
tors. 

6. The Board of Directors shaU appoint from among 
its members an Executive C<lmmittee of not less than 
11 membors. The Chninnnn of the Bonrd •hnll be Choir­
man of the Executive C<lmmittee, and the Managing 
Director of tho Fund ahall be an tz officio member of the 
Executive Committee. 

The Executive Committee shall be continuously avail­
able at the bend olllee of the Fund and shall e.•erei~ tho 
authority delegated to it by the Board. In the abeence 
of any memb:lJ' of the Executive Committee, hill altemnte 
shall act in hi! place. Members of the Exoouti,·e C<lm­
mittee shall receive appropriate remuneration. 

7. Tho Board of Directors may appoint such other 
committees as it finds nooessary for the work of tho 
Fund. It may also appoint advisory committees ch04!en 
wholly or partially from persons not employed by tho 
Fund. 

8. Tho Boord of Directors may at any meeting aulbor·. 
ize any olllcers or committees of the Fund to exercise 
any apeciJied powers of the Board not requiring more 
thnn a mlljority vote. 

The Bonrd may delegate any authority to the Execu­
tive Committee, provided that the delegation of powers 
requiring more than a majority of the member votes can 
be authorized only by a majority (of the Boaro) of the 
same aize aa specified, and eon be exerciaed by the Execu­
tive Committee only by like majority. 
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DtlegatNI powers shall be exercised only un~U then~ 
mcc!ting of the Board, and !" a manner cona~atent w1th 
the gcncrnlt>Oiieiea and practices of the~· 

9. The Bonrd or Directors m~y establish procedural 
n-gtalnlions goveming the operations of the Fund. The 
officers and commit1ees of the Fund shall be bound by 
such rrgulotions. 

JO. 'fhr n 1nrd of Directors shnll bold nn aun~al meet­
hog nlld surh other meetings lll! it may be des•rnble to 
con''!'ne. The annual meeting shall be held Jn places 
dcRigunted by the Executive Committe.e, b~t n9t more 
than one unmu•l meeting in any 5-yenr pcrtod shall be 
held within tho same member coUlltry. 

On rcqnl'•t of member eoUlltries CliJ!Iing one-fourth of 
I he votC!I, thr Chnimtnn abnll call a meeting of the Board 
for the purpoae of eoataidering any matters placed 
before it. 

11. A coomh)· failing to meet ita obligations to the 
Fund rna,- I.e suspended provided a majority of the 
member ronntrics so decides. While under suspeoaion, 
the country t hnll be denied the privileges of membership 
but ~hall br subject to the same obligations as any other 
member of the Fund. At the end of 1 year the country 
~hall be nnlomntically dropped from membership unless 
lt bns been restored to good standing by n mnjority of 
tloe member countries. 

Any couutry may withdraw from the Fund by giving 
notice, nnd its withdrawal will take ell'ect 1 year from 
I he date of such notice. During the interval be~ween 
notice of withdrawal and the taking eCfect of the notice, 
8Uch country shall he subjeet to the same obligations as 
nny other member of the FUlld. 

A country which is dropped or which withdraws from 
the Fund Ahnll hove returned to it an amount In Ita own 
currency equal to its contributed quota, plus other obll· 
gstions of tloe Fund to the country, and minus any awn 
owed by that country to the Fund. Any louea of tho 

• 0 

• 0 

Ul 
Fund may be deducted pro ral<a from the contributed 
_quota to ~ returned to the ooUll!ry that baa been dropped 
or baa Withdrawn flom membership. Local curreney 
holdinp of the Fund in excess of the above aball be ro­
purchued by Uoat country with gold or foreign exchange 
aooe-ptable to the Fund. 

When any country iB dropped or withdraws from 
membership, tho rights of the Fund shnll be fully Mf&­
guardcd. The obligations of a coUlltry to the FUlld shall 
become duo at the time it is dropped or witbdrawa from 
membership; but Hoc Fund shall have 5 ycal'll within 
which to liquidate its obligations t.o such cotuotry. 

12. Net profits earned by tbe Fu.nd shall be distributed 
in the following manner: 

(11) Fifty porecnt to reserves-until the reserves nrc equal 
to 10 percent of the aggregate quotas of the Fund. 

(b) Fifty percent to be divided each year among the 
members in proportion to their quota& Dividends 
distributed to each country shnll be p:tld in ita own 
currency or in gold at the discretion of the Fund. 

VU. Pollt:iet o( Mmtbu Coll.Dtrin 

Each member COUlltry of the Fund undertAkes tho 
following: 

1. To maintain by appropriate action exchange rates 
established by the Fund on tbe currencies of other coun­
tries, nnd not to alter exchange rates except as provided 
in lV-61 above. 

Exchange rates of member countries may be permitted 
to fluctuate within the specified range fixed by tho Fund. 

2. Not to engoge in e><change dea\iJJgs ~th me~~r or 
non-member coUlltrics that will undermme stability of 
exchange rates estAblished by the Fund. 

3. To abcndon, as soon as the member COUlltry decides 
that condition.s permit, oll restrietion:s (other tban those 
invol•ing capital trftmfers) over fore•gn (ll(chnnge trans-

l 

•• • 
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20 VD POLICIES OF MEMBER OOUN'fllf£s . . 
aetio111 with other member eountries, and not. to impoee 
any additional restrietio111 ( exeept upon capital tran. 
fen) without the approval of the Fund. 

'l'be Ftmd may make representations to member eoun­
tri<'S thai conditions are favorable for tbe abru?donment 
of restrictions over foreign excbango transactions, and 
each member country shall give comideration to sucb 
representation~. 

All member countries agree that all of the local cur-
1-cncy holdings of tho Fund shall be bee from any r(l8tric-. 
lions ns to thci •· use. This provision does not apply to 
blocked fo 1-cign balances acquired by tho Fund in accord­
ance wiU1 the provisions of v-s, above. 

4. 'l'o cooperate effectively with other membor coun­
tries when such cow1tries, ,.;th the approval of tho Fund, 
adot>t or continue controls for the purpose of regulating 
international movements of capital Cooperation shall 
inchulr, upon reeo~ndation by the Fund, meaaurea 
tltnt <1111 appropriately be taken, sucb as: 
(a) Not to acecpt or permit acquisition of depoeit-, se­

curities, or investments by nationals of any member 
country imposing restrictions on the export of capital 
except wiU1 the permission of the government of that 
country and the Fund; 

(b) 'l'o mnko available to the Fund or to the govomment 
of any member cowttry sucb infonnntion !18 tho Fund 
considers necessary on property in tbo form of do­
posits, securities and investments of the nationals of 
U1u member country imposing the restrictions. 

5. Not to enter upon any new bilaterol clcnring ar­
rangements, nor engage in multiple currency practices, 
wbicb iu the judgment of the Fund would retard the 
growth of world trade or the international flow of pro­
ductive enpitel. 

6. To give eonsideration to the views of the Fund on 
any existing or proposed monetary or economic policy, 

• 

• 

0 

(' 
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the efted of wbicb would be to bring about 100ner o.r 
later a terioua dilequilibrium in the balance of payment. 
of other eountriee. 

7. To furnWl the Fund with all information it needs 
for its operatio111 and to furnish such reports aa the 
Fund may require in the form and at the times requ<'Sted 
by lbe Fund. 

8. To adopt appropriate legislation or decrees to csrry 
out its undertakings to the Fund. 

0 

• 

.... • 
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0)TICI OF !Ill SICI\ItiD 

COHn Dp!UAL 

IIMei'Nd uu. date hal tbe ,....ral .... _ !lint 
ot Hew York• t or ~ oonN ... \1&1 1Atond1cm ot b 
Secl'lftel'1 ot U.. ~. c...,u.tia> tor tile ..,. 
endecl 1....,..-t u. 194). •bowiAC dollar clioba,.._te 
ou' or tile Britiab liiopil'lf and hwtcb aeocunto at t._ 
rode,.1 lleeeJTB llla:lk or llew Yodr and t be ....,.. b7 'llhleb 
\beoe eJpendltouw """ nr-o.cs, 
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IIIIIIAL IIESEINI lltJK 

or Nn toRt 

Aucuat 19, 1943· 

Dear Mr. Seoret.ar)'l Attent1ont Mr. R, P• !b1tt 

erd..t Auguat ll, 1943, ahowine cloller d.ie'burH!oenta out 

ot the lll'1tieh ill\pl.re and Fl'I!Doh a<>counta at this bank 

and the 1110ana by which thea• expenditures were tinanc..t. 

lai th.t'lll.ly :yours , 

1•1 t . 1'1. lnok• 
t . 11. lnoka, 
Vice Preside nt. 

!lie Honorable llen1'7 llorpntbau, Jr. , 
S.0fttal'7 ot t.be Treuul'7, 
liUbt,.tc., D. C. 

IIDoloauft 

,;OPX 
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TOI Amer1c~n F.n;b~~ey, ' hnr.pklnp, ChinA 

nt~"'r::. '·urtuc t ~c . u·4~ .• n:Hli11Pht 

tiC' I Jl~(i 

lfttfrr:renr.P. 1 s mntlt! t(, your UI'1~J o ()r w.u,..1 ~t. 4 1£-~t;_s, 

.,'l,\'~;\, foOd Ilftr•l!t"tH•ntu\ cthlf' 0 ~ ,T,·1y P6, 1~"-'• '-"'6? . 

·rh" 'J 1' rt n!: ~P ""·'~ '!o ,~.,.. 1.•l r trl)•• t~'fl -.l.flel 'tA1~ 
or t h ' -r.-~~r,Ir~· . 

1 •! tre to:, !.l 'l~t~t•t ' \ ""tl.,n ".tf".,,.T.t:'l t a :-:o~ rl'-

213 

,..r,.O 1n1tfl r.l"l! -"':' ... r,r·· ,, .. rlV1t."l fo'ro, Ar.C y.o~n·· .... .,.V'.&. l.J 

.1 . 1 no l.lllj:"t:r ";:e rPu~.;tro•l O\ tl'• tl'b!l1"tlon 'W~ro , r ~-
~ 1 .l vo t'l ll'IC!1tt Gil q(1~ n ,. ,. r.r~ fl.•t: \. ~teeu-. •1o"'e~~ f'Df f'"' :!lni 
t ho 10"1 4~~ePf!'F' r. • " !'"( r• 'i\ ~~ ~f•<! fi n" before l¥"f\Uotq: JOt:r 
r,• 6\t~1~~ s=.t '~"t ,....ntur~ t 0 "" Tf"~ent.pt\ v~. 

~ 'tf ~o~h f\ 19-il f_)"',,hj 'tAt) n n t.~ rf'~"~l!'li"!:"lt tft rt"rP.'#P.Il Itt' 

~~,, <tnnHnur \. r •'t•t•:-' 1.r eP •Jlt !K1"1 C\cn (in the r,tpb1 ' 1 zf: ':\o· 
1.:.c.n rc1. 1 t l ..., r-1 .. ~~u:M~d h er r. ''"~ •,J\f nuu qt\.nn o f n •tr J,;.t;.. ,~ 
( .l' R \ ('IF."« t.\f '\bf'\·'fl''ft i'· I IUHt:tlir' 1'':)1" (11 110\ lfJtJ!.OO b~t•oP. ."1 

h·t (;l'l\1\PRe Ar'l" .• .,,1 ...... ',1 , I ... , hr>·~· vor, '~,. t '" tel f: t hfl ::O 
i~U flh~ul" ':Ak,~ ., v,,.~,., ~1. 1)i l 1n t.h!') 1 .~~r fntu'"C\, ~ll«t 'l'r0 11llJ ·y 
\IC)111·' 1"\r~, .... P.OS 'Jt•'J yo lJ' ~o· "1f" t;O ~ n .1~ ") for f''J ':h 'I SC,. t\O:l 

"''1 your n "'Dplllr ('17 ._ !-~ ... .., .. t ')n "O.l'" t"ry ~O''h,t tton ~ \rt Cn-1l8 
' 't .h "'flll"t~ cu l qT' r~~c~~~"e t.o t~P. ••o1 1 nn•l ail vnr fP~r'<ct tL 

~ The rT~q '.lr y rer~ t.M~nt ,..~nlcS CAY t he ~)(ntr!'e " 'f' 
f~·>r •rt c to J>•d. • 

<I l'nr e clotr· .1 ;•esr-'1. ~ "t:e oron:• &•·c! ,,·,e •c l>ii:H• 
v \ ~1 ~II!"Jb tG ~o.,·R• I ··n tt-,.· C:.fl'vt·l!)r'"'fl'rto 1t !~l":t cr t:"f""l'!. 
111 .. cuP•l nne r•t>·' ;1•·r tt • lll• l ~'r•• fmHnt. 

'i~:Lt<:!l 
v·rx11n 

rFL) 
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TEL£'0-RAM SENT 

XE:K 
Th1a telegram must be 
paraphraeed bef ore being 
communicated to anyone 
other than a Government~l 
agency. ( BR) 

AMERICAN EMBASSY, 

CHtJNGKING. 

1158 

Your 1355, August 2, 10 a.m. 

~uguat 20, 1943 

Midnight 

FOR ADLER FROM THE SECRETARY OF THE TREASURY. 

l . The import into the United States or U.S. 

dollar savings certificates iasued by the Chinese 

Government 1s subJect to the prov1e1ons of General 

Rul lng No. 5. Releaee of such osrtificetes and the 

payment thereof ere subJect to licenee unde r the 

Executive Order. 

2. The import into the United Statee of dollar 

drafte issued in lieu or u.s. dollar aavinga cert1ficetea 

iaaued by the Chinese Government ie not aubJect to the 

prov1eiona or General Ruling Mo. 5 and ouah drafts may 

be freely imported unlese for other r easons the import 

thereof is interrupted by oensorehip. 

3 . The Be.nk or China end other interested paying 

bsnka in New York have been notified informally that such 

drafts 

214 
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-~ #1158, Auguat 20, Midnight, to Chungking. 

drafta =ay only be paid purauant to epeeitie license 

if they have reason to believe that the payee or such 

drafte or any endorser thereof ia a b locked national 

or i f they have reason to believe any blocked national 

hae or has had an interest in auch drafts since the 

effective date of the Order. Drafta not eo restricted 

=ay be paid pursuant to existing General Licensee. The 

215 

effect or this ie to make freely negotiable thoee drafts •' • 

drawn to the order ot dependent• or other individuals 

in this country but to subJect to specific license 

pay=ent or drafts drawn to the order ot the purchaser 

in China. 

4. Treasury's licensing policy would under ordinary 

circumstances be liberal in respect to per=i tt1ng the 

payment or certificates or drafts drawn to the order or 

American soldiers in China presented for payment by their 

dependents in tbe United Statee or by the American 

eoldiere the=eelves on their return 'o the United Stptee. 

5 . American soldiers stat ioned 1n blocked countries 

are, tor the purposes or the Executive Order, deemed to 

be blocked nationals. The operation or the bank acounta 

within the United States or such eoldiere 1s authorized 

by General License No. 37. 

FD:TL:JD FE RP 

WELLES 
(Acting l 

(FL) 
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c 0 p y 

tO: Socretar)' of St•~•. 11aahincton 

DAT£D: Allj!llot 20 , 1943, ll a.m. 

liVI.!llt:Rt 1520 

CO!IFimNTUL 

With ro!oronce to the tmb&ooy1 o t•l•ST&m of Au~t 17, 1943 no . 
149, which wu doo1SJ>•h d u CJEI/ 35, wo ban to on aoked b,y Yr. r o .. l er 
to expreaa an opinion with respect to thtt eatter. 

!be oxertinc of pressure upon t be W1n1otry of Finance to urovice 
aubtidieo to tho coyernment ageneieo which handle t ho cooooditle• i1 

216 

110t ta•ored b,y u.. The Yiew of <Si (plouo aoo the DeJ>&rt!:ent' 1 wire 
of June 14, 1943 no . 752) to tho offoct that wo obould DOt be coaceruod 
with tho inteN.eJlllt'tCea~al financial arro. • ...-a•nta of tho Chi•••• GoV<~rn­
~ent hat o~r coneurrene•· 

Tho Yi n of OE'I, a.o understood b,y uo , t ha t Rn •tteapt ahoulu be 
Mldt t o arran;.• for the purchase of otr•t•cic mntor1da Jor delivery at 
opeci t iod a irfiolde •t f ixed priceo in United Statea dollar• independent 
of CU1nea• exchange fluctu~tiuna alvo ~ our concurrence. In as much AI 
t bt C~ine ee Ooverneent presumablY do•• not profit t rom ~r loss i n ox­
chance under the ¥rosont ~rrAn&ecent , we are of the opi nion that it !a 
correct to ao.,y that the Chinese Government would aufter no actual financ.io.l 
loaa if 1t accapted ~aent in ~nitod Statea dollaro credited to ito 
account in tho United Statea . 

I t a~ara that the e ntire proble~ r~tolvea ltael! into the q~t atlon 
of how badl¥ • • require the mahrialo or need to kwep the:.> f roc reaehliiC 
tht ~ ot th• ene~ . ac4 c onaequentlf tht queation o! how aueh •• are 
will1n& to~ tor thoa. If, &I indicatod i n the Derort~ent' a wue of 
A~at 12, 1943 no. 1092, we are 1n a poaition t o oatabllah a l i a i t upon 
what we conoidor deo i rable to par in torso of Unitod Statu doll.ua and 
it we intono the Chlnose that wo wlll not Joo:f aoro , lt Ia likely that it 
would tlOt be aeceaaary to brine direct preaaure to bear upon the Cbtneat 
Oovornzent tor the purpoae or c.auainc the Chin• • • Oove~ent to cake Qore 
or l ou au itablo tntordoJlllt'tt:!ental t1nl\Doial arratl!""'••to t o insure t he 
procureot nt , tranapOrtation, etc •• o! the materlalt i n ~ueation. I t 1a 
probablo t hat the Chineae Government would feel it ice\liDbent upon itsel f 
to take atepo to avoid ao aueh "looo or faoa on ita part• throueh the 
ceaaation of the purcha••• (that l a to a~ China would feel coopellod to 
avoid appeari n& to the world &I havi ne !ailod to contribute its ahar• in 
eonnaetlon with the one aspect of the war ottort In whi<h China 11 
capable or dolns ita part) , ATC!!ZSON 

Cop:r :bJ:t-26-43 
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P~RAPRRASE or T)Lf:ORAM R~C~IVED 

ri'O'M 1 Amer1 OAn l')nbA~ey, Chunrkln(>, Chin" 

DATE: Auguet ~. 194~, ~ n.m. 

110. I Ui28 

Thte te e eenf1denttel telerrnm TY 15~ from 'dler 
for ATC Tre1>eury. 

Dr. Kun~ h~>V1nF 11preed to my tl>kinp A counle or veeka 
vAontton tn rndta, t 11m nlenntnr to l e11ve r.hunrktnr. 
~ UFUAt ?.? . Plel>ee rArer to ootnt threft or your telefrBm 
967 or July ?.6 And tnPtruct me vhether to tnke uo the 
mntterP, 

ATCHf:SON 

217 

.... • 

Regraded Unclassified



218 

COPY 110. I J 
WliSk ijOOT Sf.CIU.t 
y,S, SECRE't 

OPTEL NO . 274 

Inlonnation received up to 10 a.c . 1 2dtb Aueu.st, 1943. 

1. llilllo 
On 18th/19th, 11otor torpedo boata attacked a Geman A/A sbip 

end &n an:>Od trawler off the Dutch Coast. Both ahips vere d!WIIged by gun 

fire and the roroer vas possibly torpedoed. 

2, AIR OP£RATIONS 

'tm$TERH FRONT. 19th. 94 eeeort<.d Fortroucs, 71 !.iarauders a.nd 

12 IU teholle dropped 280 tons on airfields in llorthorn FIV.!ICE and Lo\1 Countries 

vith soed reoulto . 4 Fortresses and 8 fighters are oissins end 1 Fortreso 

crashed in the see , Enecy fighter reaction woe fairly strons snd 42 of th0111 

110ro reported shot do'lltl . 

19tl1/20tb. uro=ft dospotehcd: BERLIN - 8 (1 oissing) , 

Intrudore - 26. An on..,Y oincsvcepor ~nd an R•boat 110re destroyed off the 

French Coaot ond 2 other R-boets end a 400 t on ship wore damegod. 

TIJIII$IA· 17th/18th• About 200 enoL'!)' aircraft e ttocl<od tho 

BIZERTA Aroo hitting J ahips and the borrooks . l no ship sorik. Beeufigbters 

shot down 9 Roidors . 

,. -
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Rsndolpb 
Paul : 

H!l Jr: 

1': 

H!A Jr : 

P: 

ID! Jr : 

P: 

lr! Jr : 

l' : 

~!.! Jr : 

!': 

H~.l Jr : 

P: 

Yeah . 

August 21, 1!143 
10 :02 am 

Now before I say anything else1 I would like to have 
a copy of a statement that ei tner t he President or 
Byrnes made during the laa t tnonth - I think when 
they-they set up Crowley, as I remember it and I 
think it was Byrnes cane out end said that ' Hull was 
in cotnplete charge of the foreign policy. You 
could go throu~h the newspaper files , and that 
oughtn't be too diff icul t to find , you see? 

No . 

Hello? 

Yes , I ' ve - I ' ve got it written down. When they 
set up Crowley, Hull was immune or something like 
that? 

Hull was - yeah . I mean it vtas vel'y definite, very 
clear cut, and we ought to be able to ge t that . 

Yeah. 

I think it was a thing that Harry Whi~ e has, and 1 
want him in on this thing. He isn ' t ln yet , _but 
if he is in town, I want him to sit in on th1s . 

You cean - you don ' t want him here - he isn ' t here 
now, you know? 

No , I know, but isn' t he in town? 

Well , I imagine so . I saw him yesterday. 
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Well, I mean I would like him consulted on this whole 
business . 

All right • 

• 

~ 
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W.J Jr : 

!' : 

I!! I Jr : 

P: 

!11.1 J r : 

P: 

H1! Jr: 

P: 

I!!! Jr : 

g • . . 
~!.! Jr : 

o • . . 
H!J Jr : 

P: 

~11 Jr: 
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- 2 -

Hull has written ~ letter to us and Herbert Lehman 
and all that , lay1ng down - I think it is an exchange 
of letters between the President and Hull on these 
sub- agencies . White knows about it . 

Well , I think that ' s the letter which we discussed 
at the meeting where Byrnes turned Hull down. 
That ' s the letter from •••.• 

There is a previous one that goes back a couple of 
months . 

, 
Oh, a couple of months ago? 

Well , the one that I want is where Hull was victorious . 

Oh, I see . 

I think - I think - maybe subsequentlf he got turned 
down . Well , if he did, we won't use 1t . 

Well , he did recently when he tried to take over the 
whole works on foreign economic policy. 

Now this is something that one of you could get from 
Gaston . Gaston carried the fight all last sumner for 
me when they were trying to set up •••••• 

Yeah, I was in on a part of that . I know what you 
mean . 

Well I wondered if Gaston could give me the high 
spot~ i n writing. It was Gaston who went to the 
mee t ing when the President announced that the Executive 
Order setting up Byrnes last swruner ••• . . 

That ' s right , and Gaston made a very complete memorandum 
on that . 

•..•• and at which the President definitely excluded 
the Treasury. 

That ' s right . Gaston has a memorandum on that made at 
the t ime . 

Good . Vlell , those - those were just the things that 
I have jotted down. 
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P: 

H1! .Tr: 

~ : 

~~~ Jr : 

... 

P: 

H!J Jr : 

!' . 
• 

HJ.l Jr : 

P: 

- 3 -

Yeall. 

NoYt , a~ I sa-:r, I want tho benefit of Bell ' s advice , 
Gaston s adv1ce , and White, plus Paul and Sullivan. 

Bell, Gaston, White , and Sullivan . 

Yes . Because I see by the radio the President is 
addressing the Canadian Parliament on Wednesday, 
and so he can ' t be back here before Thursday 
which gives me ample t i.me . ' 

Yeah • 

And I would like to naturally guard this thing with 
all possibl e secrecy. 

Naturally. 

Now what ideas have you go t? 

We 11, I haven' t got very many of them. I - Roy 
stopped at breakfast and read over this t hing. I 
read it again last night . I think it is an awfully 
tough letter Byrnes has written - tough to answer. 
Of course , I wasn ' t i n on the other one . I would 
have been more cautious in certain points and not 
introduced certain points 1 but I really am st:ll -
we are just starting to dlscuss i t - I am still 
uncer tain bow the matter ought to be handled. I 
would - my off- band, horseback approach at the 
moment - and I may chan&e that as I think further 
about it - is not to attempt any detailed argunenta­
tive answer but rather to say, "Well , the only thing 
we can do i~ see the President , " because he said 
"When the President returns , I shall suggest to him 
that he ask you, Judge Vinson end me to discuss the 
matter . " Well, you 've got to accept that . 

Well , let rne tell ' you what I have in mind. 

All right. I would like to ge t that because it will 
help me to have your thoughts . 
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W' Jr : 

t!'' ' Jr : 

!"' Jr: 

1': 

IJJ ' Jr : 

P: 

!!:.: Jr : 

P: 

r: Jr : 

P: 

- 4 -

My thought is simply this , and all this has got to 
be awfully confidential - I would simply answer 
Byrnes ' letter saying that I would be ·very glad to 
go and see the President with him - the sooner the 
better . See? Hello? 

Yeah . I got it . 

And then I would ~ay so~ethlng - r don ' t know what 
the court procedure is , but I want to put in a sort 
of an objection - is that what you call it? 

Well, I don' t ~,ow until I hear what it is? 

Well, I mean I want t o object, for instance, to 
his saying - as I remember it - they read it to 
me just once - that he is responsible for the War 
Bond Drive . 

Oh, I see . You wan<t a pleading in. - ob jecting to 
that .. .. . .. 

Well, there are a number of things there that I just 
~ant to say that - because he doesn't feel that I 
agree 'llith him. 

Yeah. 
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I don' t want to go into any lengthy discussion though. 

I don 't think you shoulc . 

I may just want to simply say that I would be •1ery 
glad to go to see the President 1 and then I have got 
to have the brief because this lS going to be ~y 
position see and I don ' t think that anybody 1s 
going to ' be able t o argue mn out of it . I want the 
President to say publicly that I am i n charge of 
fiscal policies for him - for this Government - see? 

Yeah. 
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H" Jr : 

P: 

J!!~ Jr : 

P: 

Hill Jr : 

P: 

!"" Jr : 

?: 

HU Jr : 

P: 

EU Jr : 

223 
- 5 -

I am willing, as we said in that Order l'thich I wanted 
him to s igr1 - I am willing to consult l'lith Byrnes 
and with Vinson on tax policies , but we are re­
sponsible , and I am not ~oing to have three bosses 
~he President is just go1ng to have to cake up ' 
his cind whether he wants to revise that Order 
for Byrnes or not , but I will not accept it now 
that Byrnes has laid it down, you see? 

Yeah . 

Byrnes says to me , "The Treasury is running along 
very efficiently, but if you ' re a bad boy I 'll 
send you a directive . " Well , I won't acce~t that , 
and the President has just got to either f1sh or 
cut bait . 

Well , I ' ve got your thoughts there . 

It ' s going to be very hard to get me to change rzy 
att i tude . 

Well , I don ' t - I 'n not even trying to get you to 
change y~ atlitude on that . 

No, but there are four , five 'Oeople I want to consult 
with and I want them to kno~t bolt I f~el. 

Yeeh. 

find this has been coming on - ":~hat I had th~ught was 
i nnocent little accidents poss1bly I think ls a 
deliberate campaign and I can ' t work or think under 
that kind of atmosphere . I can' t exist in that kind 
of an atmosphere . I ' ve never had it, and if ~he . 
President wants to run the war that way, tha~ s h1s 
privilege , but I don ' t have to be a part of 1t . 

Yeeh. 

So if he set up Byrnes because OPA was such a me~s ~ 
the President is supposed to have said that he d1dn t 
want to poss on the price of a case of canned peas . 
Vi ell that • s oll right , but the Treasury has been 
well' r un. Everybody soys it has been well run. 

Regraded Unclassified



P: 

H:.~ Jr : 

P: 

l'l! Jr : 

? : 

PM Jr : 

P: 

P11 Jr: 

P: 

H!J Jr : 

P: 

N~~ J r : 

224 
- 6 -

'.'iell, even Byrnes admits that . 

So why should I have a totally inexperienced man like 
Byrnes , f or instance , over me? 

Yeah . 

I mean t otally inexperiencbd . 

Well , I , I - of course , I ' c not at any disagreement 
with you on the point of who should be running the 
show. ~he bas ic point - the only thing I have been 
thinking about is the tactical matter of the replv 
to this letter because I have t o be frank with vou 
in saying that I don't think that your letter of 
the 17th is the most fortunately composed letter 
that could have been r.ritten, but •••••• 

Well , that ' s water over the do.m. 

It ' s water over the dam, but now - it ' s water over 
the dam in one sense , but i n another sense one 
has t o think how to. mu.ke the best reply to Byrnes . 

l'!elli it ' s ridic .. ••• - you see the thing that Byrnes 
tote l y avoids is either changing his stateBent or 
saying something on the plus side to help me with 
my VIer Bonds . 

Well , he takes - there you di ffer wi th him on a ques­
tion of fac t . He just claims that that won 't affect 

Well , the only thing ••... 

That ' s an issue of fact anc nobody knows - he 's 
probably 1vrong. 

Well , I thought the public would be much more impressed 
by what he said. 

Yeah, well , I don ' t believe they have been. 

They haven' t - I ' ve been MOre impressed than anybody 
else . 

• 
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Xeah. 

I waa Wi th Randolph Burseu anO h1a orovd •oat 
ot 1eaterda1. 

Yeah. 

'Ih •1 didn 1 t nen. ltnow that Byrnu had aald it. 

(Laugha ) 'lbat waa .•.. 

Tbe1 never- the1 didn't ltnow whet I .••• 

I don't want to aalta a pla1 out ot worda, but 
that would 1 burn B1rnee up•. (Laugha) 

Vall, that'• a good pla1, and - and it he aa1• 
an1th1ng to ae that I waa wrong, I'll aq, 1 5ure, 
I waa wrong - I thought the public would lieten to 
1ou; the1 haven't paid a n1 attention to 10u. • 

Yeah. Well , he got prett1 good headline•, ot 
oourae . 

I aean on my part. 

Xeah. 

I ... • 

Well, we'll - we 'll - we 'll go to work and 
do the beet we can. 

'!hat' • all right. 

Mow have 70u aeen the - I wan t ed t o call 1our 
att~ntion to ao•eth1ng el la which I think will 
hurt the BJI'nea - the war drive an awful lot 
• ore than wha t B7rnee ••1•· 
Yeah. 

Did 10U aee thia aorning'• •rribuna' 

New Yorlt Tribune' 

Xeah. 

Mo. 

Vall , I - I aUISea t 70U get a oop1 ot it, and 

I'll tell 10u _ it waa i n the Po 1t , a nd I -
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it'• b7 Albright, eo I aaau.t it waa in the 
Tribune . 

Yeah. 

I t' a a ator, about a plan which ia really a plan 
auggeated to George aome time ago by Alvord. 

hah. 

George baa apparentlJ detinitelJ put out a 
t eeler nov , and the eaaenoe ot the plan i a 
that - tha t - well , i t 1 a called 'Induced Sav1nga•, 
and the eaaenoe ot the plan ia that - that people 
will get ored1t up to tit taen per oent ot thei r 
incoae t or bond purohaaea - I aean the daduotion 
or c redit t or that. But thtJ'll have to bUJ 
bonda in exoeaa - perhapa double what they 've 
been bu,ing. 

Xeah. 

Nov, ot oouree, on the merita atriotly, it'a 
juat a plan t or letting the weal thy eeoape 
taxea, and anybody who haan't got the aoney 
haa to- baa to- doean ' t get the credit because 
he oan't buy the bonda, but apart troa that, 
troa the atandpoint ot the immediate effect 
on the war- on JOUr drive in September ...• 

:teah • 

•... i f an7body ia aaart a t all, he'a going to 
out dovn h1a purobaaea nov ao ea to have a lower 
baaa on wh1oh be baa to double. 

Well, we could - I t all JOU Eugene Meyer ia 
vtr,, very keen on th11 wa r bond drive •..• 

:leah • 

•••• and if Ted Gaable had thi l explained, he'a 
sot very good contact now directly witb Meyer . 

Well, I know Meyer &Jialt ver7 wall •..• 

Xeah, well, I'd rather let Ted do it aa long aa 
i t 1 a on the war bond a ••.• 

OkaJ. 

•••. and .•.• 
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B~t it ien't- yo~ aee, it ian't only Heyer. 
It'a- it'a- it'• Robart Albright and- that 
vo~ld bring in the New Iork Trib~ne, and I 
don't know where elae that'• ayndioated. 

leah. Well, talk it over with Ted, will yo~t 

I will. 

Nov, anything eleet I want to talk with Sullivan. 

Ko. Well, he'e right here. I ' ll put him on. 

Good aorn1ng, Xr. Secretary. 

Hello, John. Have you had a obenoe to look into 
thh at au t 

I - theee etoriee- I eav the Poet etory and •... 

I don't aean that. I aean the exchange of letter• 
between Byrnea and ••· 

Hr. Paul eboved me a copy of your letter and a 
photoetat of the reply thia morning right here 
in your office. 

Oh. 

I - I think thie ia the dtuation ve've faced 
ever ainoe laet Jan~ary. I think ••.• 

A little lo~der, John. 

I think tbla ia the aaae e1 tuation we faced laat 
January. You recall that we agreed that aooner 
or later it vo~d bave to be de~erained vho vaa 
Secretary o f the Treaeury •••• 

Yeah • 

•••• and I don't think the eituation bee changed­
I think it'• Juat been doraant. I- I agree wi th 
Hr. Paul'• idea of the kind ot letter that bed 
been written with your au~Seation that a caveat 
be put in there that nobodY alee except you vaa 
reeponeible f or the aale ot war bonda ••.• 

Xeah • 

• • . • and I think that .••• 
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Ma7 I interrupt 7out 

No , I tb1 nit tba t •.• • 

Well , Juet a minute - I vae going to ea7 to hia­
well, it he ia reaponaible, than vh7 doean't he 
get on board and helpt 

I set it. But I tbinlt there are one or two thinge 
t hat 70u might put i n there. I think that apeoiti­
oall7 in that letter ehould be aentioned t he tact 
that at the aeeting when t he Pree1dent advieed the 
varioue agenciee ot the tendenc7 ot th1e executive 
order, he epecit 1call7 e ta ted that the Treaaur7 
va e exeapt troa tha t order. · 

Well, that vas the tirat order. 

Tbat 1 1 right. 

But he never aa.id an7thing on the one aett1ng up 
B7rnea - the aecond tiae. 

No, but I think there '• been a seneral aeeuapt1cn 
that that exeaption continued, hasn't theret 

On ~ part. 

Xea, and until thi e letter arrived, I don't 
t hink that Jua t1ce B7rnea ever aa1d an7th1ng 
or wro te anrthing tha t i ndica ted t ha t 70u were 
aubject to hi e eupervi l1on in the financing 
ot the war. 

~t' a right. 

And, 1t 70u want •..• 

I think that'•- exouaa ••• John- I think that' • 
where he vent overboard. I th1nk that ' • the 
part ot the letter that vaa atupid. 

Well, I think that'• the part ot the letter 
that enable• 7ou t o draw a olear-out ieaue, 
and have t he President deteraine vho'a going 
to run thia ahov. 

All that I ea.id to B7rnea and that 87rnea aaid 
to •• laet 7ear and wha t Paul aa1d at eoae 
aee t1ng- I think that tha t' • all- all aoaethinc 
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ot the past. But t or Byrnee to .. Y he' • goi ng 
to be reepona1ble- ia reeponeible t or the war 
bond dri Ye, g1Yea me a Yery nioe handle. 

Well, I think it'e unpleaeant now to - to look 
at t ha t eta t ement, but I'a Yery eure that in 
the future, you 'll be glad be made i t , becauae 
the ieeue 1e ra1eed in a aanner that it cannot 

229 

be aYoided. I n thle qonterenoe with the Preeident -
now he aaya he' a in charge or th1 a - you aaeume 
that you are - a nd the Preaident will haYe to 
an ewer that. 

That' e r i ght. 

And, I- although it ' a dlaturbing thla 110rning, 
I think I - I '• juat aa well pleaeed tbet he aaid 
i t , becauae tha t giYea you a n opportunity to find 
ou t , and the aooner thia uncertainty can be re­
aolved and t he acre definitely it can be decided, 
the acre coatortable you're going to be whichever 
way it'a decided. 

And, 1t they oan go out publi cly a nd make i t 
clear that Hull'a reaponaible t or f oreign policy, 
they can do the aame t or me. 

-~i'a correct. 

And tha t ' • all I'a going to aak t or. And any 
reaarka - elde reaarka be tween the t our ot ua 
1en't going to .. t ia t y • •· I mean I 'Ye go t to 
aet a public declara t i on now. 

I ebould think 1 0. 

l eah. And anything laokinc that , ien't going to 
aa tiet y ae. Well, I '• Yery oela about it, and 
I'a glad - I'• glad be broucht it to a head and 
be brought 1 t to a bead on the leYel whlob be did. 

Vall, you haYe a queetion or timing here, Mr. 
Secretary, It ••••• to a e that on the eYa ot 
tbie Third Var Loan ca mpaign - on the eYe ot 
tax oeilince, the Pr ee1dant ia going to be 
Yery .uob - leee reluo - aore reluctant to tip 
OYer the boat than be algbt be l t - it ne1 tber. 
a bond oaapalgn or a tax prograa were Juat oYer 
the hor izon. I aean it there' • any doubt in the 
Praeident'• aind bow thl l queetion ahould be -
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ahould be deoided •..• 

~eah. 

••.. the timing, I thi n4, ia entirely in your 
ravor on both the war bond campaign count , a nd 
on the t ax p r ogram count. 

Well , I ' m gl ad that you all are eo very calm 
about it, becauee i a m-i mean, I ' m not excited 
about it at all, and there'• no venom - i mean 
l'm not going - I'm going to do this thing in a­
you see, I' ve juat go t to make up my mind I 
want all o f my facta - what I 'm going to say, 
and then I'm going to etick to it, becauee I'm 
appear 1ng before three very clever lawyere .... 

Tha t ' a right. 

.. . . and 1'11 jue t have to have all or my facta ­
that's what I want prepared - have it in my head, 
and then l'm just going to take a certain line 
and etick to it, and l'm not going to be able 
to- to diver t from i t , because as soon as l do, 
1 ' 11 get suhk i t I etart to argue with these 
people. 

That ' a right. 

Well, okay . 

1\lght. 

And, you • re - you're going t o be here Monda.y. 
When doea Paul lea•e t own? 

(Aside: rlandolph, when are you leaving? ) 
He leaves tollor row evening. (Aside: And when 
do you return? ) He'll be back hereWednesday 
morning. 

Well , i t Blough will bring up, tor me, wnen he 
leaves tonight, a copy ot t~e letter trom Byrnes 
t o me, aee? Hello' 

~es. 

and anything elee tha t be - that you could 
collect dur ing the day - any ideas that anybody 
haa. 

1\lgh t . 
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see' 
Yea , a1r. And ...• 

And ..• 

Well , what you would want would be the memorandum 
or Herb' a. 

~eah - yeah. All right. 

Xeah. Well , Randolph eaye he has that all down 
and he'll see that •..• 

231 

No , but I also want wha t they aa1d about Hull ,• • 
publicly. I th1nk Byrnea ia the man vbo made 
1t clear after they got out the Crowley direc t iYe. 

Righ t . 

That would be helpful. 

Randolph says that he haa that and Roy wlll 
take it up to you. 

Okay. 

Right. 

And 1! Krs. Klot~ wlll go back to my room, there 
are a couple or th1nge tha t ! need. 

Back to your r oo• or herat 

ller room. 

Okay. !low' a Kre. Morgen t hau' 

She's get t1ng along. She waa 1n to oee the 
doctor, and got a n excellent repor t. 

Fine. 

Excellent repor t. 

F1ne. 

lhank you. 
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Tk Secretary told Ur . Gamble on the phone 
tH,$ morning he wanted this wire delivered 
to the President at once . Mrs . Klotz talked 
to Ur. Abbott in the Whit~ House Telegraph 
Room, and he said he would send it on to 
the President if we would send i t over to 

' him. A Secret Sftrvice Agent delivered the message to Mr. Abbott . 

I 
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Of'FICIAL BUSINESS GOVERNMENT RATES 
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TREASURY DEPARTMENT 

INTa" 01"1'1Ca COMMUNICATION 

DAft 

August 21, 1943 
!>ecr·etary J,:orgen thau 

l r . Lynch 

You exfressed th~ opi nion th~t option terms which 
have been £1Ven to p:lVate compe.nus to acquire industrial 
pln?ts constructed vnth Government funds during the roar 
per1od, seem undul y f avorable to the private conpanies . 

Attached is a copy of a report on the subject recentl y 
sub~i tted by the Attorney General to the President, at the 
la~t?r ' s request. This report unqualifiedl y suppor ts your 
op1n1on. 

'Che Attorney General in his report t•ecorJnencled that a 
President ial Directive be i ssued that (a) no options or 
other preferential rights of any kind shall hereafter be 
cranted in connection with such ~l!ll\ts ; and (b) no disposi ­
tion of any such plant pursuant to option or other preferential 
right in any existing contract shall be made vri t hout the 
specific approval of the President . 

I am informally. advised that this proposed Directive i s 
now before the Bureau of the Budget for consideration. The 
Bureau has invited the views of the four agencies prL=ari ly 
concerned, namel y, the War and llavy Departments, the ::t.r i time 
Coamisaion, and RFC. 

Also attached for your information is a confidential 
schedule by the War Production Board pf war industrial 
facilit ies financed with publi o funds through April 30, 
1943. This shows that Government ooa~tments to finance 
indus trial facilities for war production totall ed 
$15, 394 million on April 30, 1943. I have not found 
avail abl e any figures showing the value of such Government 
faci lities which are subject to options or other preferen­
tial rights given to private companies . As th? Attorney 
General points out in his report , howevor, it l S apparent 
that a substantial portion of t hese plnnts ar e covered by 
such option rights. 
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You will note that the Atto rn&y General concludes : 

2. 

3. 

'!'bat he questions whether the options are 
l ezal ; 

'lhe price teMns of the options seem undul y 
favorable to t he private companies , with 
the companies in a llosi tion to share all 

.the benefits of an 1nflation and the 
Government bearinz the entil•e risk of 
decline in values; and 

In point of pol icy the options are un­
desirable because entirel y one- sided, 
imposing restrictions upon the f r eedo:n 
of the Government to plan and sel ect its 
policies i n t he post- war per iod and deny­
lnz it the right to give all f r ee and 
independent industrial enterprises a f air 
and e9ual chance to bid for or use the 
facil1 ties . 
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Cll'?;tce or 

~ASSISTANT TO THE 
V ORHEY GENERAl. 

• __,A""u""gu""""'-t~2;:,1,_, .:.19~4!LJ_ 
Denr Tom: 

In eccor<lance with your rer1uest I 

send you hero~th for the confidential use 

or t he SecretAry a copy of the i.ttorney 

Ccnernl ' a report on t..'>e plant opt.ions . h 

is unneceosarJ to return this co~f · 

lrit h but wishes. 

Yours fait~tullt, 

.~ • 

l i· , JC,. . ... , .£........ 
Herbert :!eehsler 

ThCICIIS J . t,ynch , Ls 1uire 
Assi stant Oeneral Co~el 
TreasurJ Oopart..,ent 
Washington , D. C. 
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1\ ••14' pooolble tor u. ao ... wwe~r-•·t. to ahw all tne aac1 lade; 1 ' 
I.Dd\l•t.rlal eet.rprl- a t&l.r oDd equal «- to bid tor or ,... the 

racWU••• !be .,u-~"~ H&w u. put.1CNlar pr1•w e011paq 

tree to boQ' .... ""' •• 1\ -· ru. !Is. Oow..-nt., ... tho oU..r bolld, 
oUbou\ bawl.8a U9' bllod1Jic r 4tbt. to a~ tile puUcular prl•'- ooa;""9' 
to panlouo \be hooill u-. 1a I'WII\rlct.od ,. 1 , . powr to db poeo ot 

the ao .. _ ..... _ot, bao \lsu I'Wftrlot.l ll.o tr •= ot dt•pooltl on, 1\ bat alae 
'-lnol 1\o tlrs fa to ..,._.. polloS.. tor \ba poot.-.v - aad dlopool­
\1011 or UM taaUlUoo. the Goww..-nt o'-16 be tne to 1101 \howo 

ot tawr"** ..., ot ,..-u.a a r.. oa p .. l• rs-. ...... ~..ooc - t.rol or 
u.. ,,.. "Sal n..w. Uaat...,.. balnl ..... \114 aa a port or the wor ottort. 
... \bat. ... Ire --- ,. \he pen - perlcMI ••• port ot \he __ .,_ 

to .....u- •""'"'· 

: , ttm 
1\ lo, \berotDN1 II I ' \100\ 0 rr.1Ma\lal d.lnet.lW be 

l....S ~ ..... , Uaa po.UfiF ot Uaa Cloww_, 1o upp a •C to -
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-·-
rruU.C \o prl•w • 1 , .. or 11141'11dllala of opt10M or o\!lar -

r-\1.1 riP'- \o .....U. or au. plut.11 • taolllu .. ~ 111 u. 
a.J.Wd •- ai\loer cl1.NotJ¥ ar ~ 0.,.... Plaa\ Carporau.. .., 

(1) lo opU.. 01' o\her PNf-ual r1oJb\o of "''Il' IWod abooll 

~~~e ..... .-, .. 

(2) lo 4lspoolU. ot .... .oil plat or t .. ll11f',.. •e\ to ao 

optlaa or otl.- pn,..,_UU ri&b\ 1a ""''' Gl.a\1nfl ooatrao\ 

llb&U be-- wl\hoia\ 7'*Z' ~11• -·al· 
J. clrat\ of a cll....Uw .-..a. U... po1aU 1a a \tao.., , 

Do 7-'• wta • to look 1ato Md rr•t ~= _ .... _.1ble ~· tar 

... ~. 

(~J!l.--~ 
A\toi"'MMJ a--1. 
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f• \be ..... ...,. ol .,, \be leo ;....,. ol the aa..,., the IIM...UJ7 of eo­

-· u.. ..........,. olll&rl<Mlture, .... u.. a.u-. ww ""''-
.nu. c ·-·-. 

!be ,.utr of \a.~\ u o;>peeed \o \be .,...Unl \o pr1-.t.e 

t '"'ll•'ll•,.. 1Dd.l~ u opU.U,.. ~ pret ...,\1&1 ricbt.e \o­

Gv.l.re or,._.. pa..t.e or tMWU.a O..S 11r U.. ~""' 13\at.ea ei\l>er 

cli.ree~ o~ Uu'oiiP o.r- l'laa\ ~Uoa or o\hu' Gow-\ _,__ 

u ... 

(l) 1o op\s- or""'-' pret-\1&1 r1Pt.e ol.., lrl.Dd \o 

MqOtJ.n • !..- ...... pluto. ,.. fMWU.. eball -

an.- pwtet. 

(1) .. ., 111'\Sa ol.., _.. plM\ • tMWtr .,_.we\ \o 

• ..U. • ""'-' prer..\1&1 r icb\ In .., aiaUftl 

-•*"' IIM1l 1oe _.. wUiilool\,.. apeo1t1o apj)lo• ), 

• lMio 
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WAR PRODUCTION BOARD 

WASHINGTON, 0. C. 

GO NFIDENTIAL 
IMMiut I'IIUUII .. Ea,INI&I let 

WAR INDUSTRIAL FACILITIES FINANCED WITH PUBLIC FUNDS 
THROUGH A,RIL }0, 194} 

Covr~NT COMHITNENTI TO r t HAHO« INOUIT~IAL rACILITitS YO" 
WA~ ~r~OUCTI ON TCTALCO .15,3~ MILL ION ON A~~IL )0, 194J, A HCT tNC~~IC 
0 ' $2511 NILL I ON OYIIO THO TOTAL "010 lolA-. }1, 194} , N .. IX•AHSI ~H5 TOTA._ 
r o S197 M tLLtON, ,.,. ... 11'*1 UNCKIII CCMIII1'MCNT -c• tNCIItE'~aro llY S14o MtLLt~, 
AND C.aNOCLLATIONS ANO lltCOUC:Tt'JN!' ANOUNTC'O TO $8) MI LLI ON, 

[LCVC:N 0 ' THI F'otllln'ECH P'lltOOUCT C I..AII IP'I CAT lf\NI IHO"'tt I"'CMAStl l'f 
~ITNEHTI DUfU Nf\ TMC IAOHTM. Twr LA,_.C'ST INC"-UIC , l OT .. ACTUAL AND lllrLA­
TIVC , WAI IIIO'OMCO 1'-l T HI ..... ,,.. CONSTMtOTION AND IIICP.atllt O"'U,. WtTN $135 
~ILLIOH, THC I~ or TNt I IUM HAYINO I C«M CONWtTTCO r 0111 N«W AND AUONE~TED 
Dlt'tOOCK ,.AO t LtTtr.l ,.o,. •u~ IUPAtllt, Twr NON-r·IIII~VI -t.tr.TALS OlltOOP IUOI " Tif...,. 
I D A O.AIN 0 ,. $45 MILLION, .,5 !41 LL IC* OP' WHI04 WAI Coer..41TTr.o 1"0,. lfVIN N"' 
I"ACILtftCI IN OONN~CT t ON WITH A~UMINUM ~~OUCftON. fHC MAJOR ~~~ION or 
TWI .,~ MI ~L I ON AAIN I N TH~ A I ~C~rT Q~OVP ~C~RIIFNfCC I NC~r.AI~I I~ A~UNfl 
• • r ·vtnUI LV COM.IITfCD ,OR AIAC~F'T r,t.CI L I T II:I' HOWCVC,_, TWO NCW AIRCAA,.T 
MOOtt't CAfiCH CI'HTI .. It CITIMAT~C TO COlT .tO MILLION 1 WCft€ "EfiOftTt:C OVAHIQ 
THC MONT~. THC I~CA~ASI IN T~C NOH-MANU~ACTURI NO QAOU~ ~¢rLECTI AN Ao­
OITI CNAL CO~~tTW«NT 0~ $J1 MII..I..ICN 'Oft CONST~CTI CN 0 ' AN OIL ~IPCLI NC 
,.RON Tc•AI TO ILL I NO t• AND INOIA~A. THC OCCAfAII IN THI IACN AND STEEL 
~RODUCTI OLAIII'ICATI CN WAI OUC TO THC OANCCLLATIOH 0, 'lVI P"OJCCTI, IITI ~~T­
CC TO COlT t47 MILLI ON, WHICH N~~ ICCN OCrC .... I O ,OA SIVC~L ~~THii APP~CI­
AILC INC-AIC·I IN TH« COlT or OTHC .. rACI L IT II. I IN TM II tl ... OUf't WIM MP'ORTCO 
' " THe M'IOUHT 0 1' $21 MILLI ON '""104 ~AIIWT IALLV or,.SET T~C LAICGI Of:C"C:ASE 
CAIJSCD IV THC CA.NCILL.4T I CNS. 

THe NAvv OrP'A~NT 'IMANCCO $1~ Mt LL ICH , o~ 58 Ptft CCNT or THe 
HC'It Afr«) INCMAII:O CQM.41 ntltN1'S OUIUHI Afi,Rt L, P'ltiNOU ALLY ,.0 .. OJWCOCK 
rACU.tTtlt . T .. c ~,.CHIC PLANT Co .. OMTI ONII loHAIIC OP' THC NCT INCfii£A$t 
~OIITIRCO THi a MONT~ WAI $5J MILLION, 0 " 21 PI• CI'NT o r THC TOT,t.Lt THI~ 
OAtH Rr~LCCTI T~C tNC~AitS IN AMOUNTS OOMMI TTFO P'OA Af . CAAP'T ~AC lLITIES. 
NOt,_rriiiM)UI CT -.La ll'ftOJI'CTI ANO CONST MJCTI ON OP' THI 0 I t. P IP.E:LI Nt lltl':,.t"-"CO 

' ' 0 I TO Al j)VC . 0~ THC .)2 .. t LLit-N GAIN ftPOfn'I'O I N THE •'lAIII CPAIJtTMEHT S COM-
~ ITMCNT St ·1~ MI LLION ~P~Sr.NTI INCACAICO COI Tt CP' OIIIC~ANCC P~NTit $10 
MI LL I CN t COMMI1'MINTI ro .. ~0 NCW AI.CIIIArT NOOI,I CATI ON CENTtftSI AND $6 
Ml tL IGNt i NCIIICAICa ~ ~ AMOUNTI - ....VI OUILV CQMNITTCO P'O" : I ·O~P'T P'ACit.I TICI. 
THe lllt:C"IAIC ... THC RcC,...TMIOTI CN FtNAHCC eo .. o AATt CN • C~ITMFN1'S M­
~IOTI A LOAN o r $17 MILLION rolll CKT~NitON OP' A ITI'L ~LANT . 

~ A L.I.T 0~ NEVI' c·JlpAHSICH'S twPO.,.CO DUIIIIt'O THI: MONTW Of" A-,.IL IS 

~A;;o-:-;-:::-:-:::-:::-:-:=,...,....,...-,WAR ~ICN BOARD , STATIST ICS OIYISI~ 
locoJS,'IOY AHD f'AOI L IT 1111 IbN ... , J UNO: 25, 1~} 

~~~~ 
I • lUIO t 
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CONFIDENTIAl 
TAIL£ I .............. ~Ill 

!WI I NOUSTIIII.L FACI Ll Tl £1 Fl IWIC(I) Willi I"UUI.I 0 fiH)S J11 
UTI!oi'ITED COST , 1'1 FIIWICINQ AllOII:f NfD IY TYI'£ 0' I'IIODUCT 

AS or ~II. )0, lgll) 
(TMOUIA- <W DoLu .. ) 

futAMOt,... XehiO't t .. mr twm 
....... )0, ••• w.- )1, 

iNCMA$C 

•• 
T••c o' '~opycT 19113 191!1 ..... ~IL IC}l!) 

fi"-\NCII'JO A,9£NOY 

!mi. .15,1?4,197 y ., , '!J9.§2! g' tg:;l! .~75 

1/Mt O~AIIfftCNT 5,~,611 5.~7.737 ,1,181 
HAvY Oo.aftTMitNT 2, ,106 2,~,1r, 1 7 ,,12 
OcnHU P'uNT eo ..... OIUT ION 6,~.~ 6, , I 1 
RrooNtTIIUOfiOH rtNANCC Co•OI'ATIOH ,212 eo7 ,61111 ~l:i; 
W·~·,•~t CoNwttt iCN ~.~ ~).195 ~. 
UNtUO I<INGOOM 167' 5 167,485 

TYP! Cf PIIOOUCT 

12!& ·~m¥ *! '· 132,122, t§l,bz' 
AlltC~M, AttteM" [HQINCI, ,,.,.,., ),12},537 ) ,0114,712 )1,755 

ANC" ACCU'-0"1(1 
SHI" COHtTfiiVOT ION AHO AatA UI 2,126,116 1,~,487 I )5,,329 
COMiaT TMNI~MATI.ON AND OT.,.Ett MoTOA ~211.950 .950 

VCHtCLCI 
CUHO 100,)71 ~.~57 -),016 
AMNUHITICN, 5HCt..Lt, lo~, CTO. I ,o67 ,907 '. .250 1,657 
E~PL.OIIVCI, AMMuNITION LoAOIKQ AND 2,87),879 2,856,)57 11.522 

AnCMil. IWO 
~~ ANO STICL. ,~OUOTI I ,2)5,071 I ,161,2)1 -26, 16o 
NOH-F'r'IUitOUI Mc1'Af.l AHO T .. ClA P'IIIIOOUC'II I, 170,80) 1,126,270 ~.5)3 
VAC.UNI TooL.t AND Ontc• tk'TAL •o••• I !Ill, 1191 15),18) 1,)011 

EQ\IIIIMCNT 

PIACIH I N:I.IIIW AHO £\.cC'f IIII I CAL. (QUI ,.,-r lo66,756 1162, lbl! IJ,61~ 

CHDfltCA\.1 1,109.975 1 '105,5611 ~.1111 
Pt1'JIOLC\* ...., Ccw.. ,..OOUCTI ~:!U ~,187 6 
MlltCLUNCOUI MAMUP"ACTU"Ifii"' 

,)6) 
NOM-M.t.HU,.AOTV"' ... (~ LINH, .......... ,~,1!115 }111,592 

2,~, 
)2,5) 

no,) 

.!/ Exct..IJOCI OOMJIII,...,.TI P"Ofll ,...MIH•ta 0' • CM t HC TOO\. I ev THC W•" Oc~AJITIIIOIT. NAv• 
Dctt&NT~EMT • AHO TMC Oc.nN• Pl.AHT Co..o"-'T 1 ON •• YO'-Lowe . 

TM- Mo- )I, 1911) $2 ,317 N.-LICN, 
fH~- ~~IL )0, 1911) f2,368 '"""ON, 

Al.so e:•O\.uoca fllcoOHaTMIO'ftON ''**• Oo..oMTIOH ... ~.-t•• (OONTMOTI } "o" t~lt..OT 
T~IHI~· AND wo.-t~G OA~I'I'A~l AND raOI\.tTIII CITIWATCO TO 001'1' l.C.I THAN 

*'5,000, ¥ h•OUJOCI ]\ t~tiiO.IIOT8 Ct.TIIIIATCO '1'0 001'1' t 129, f05 TMOUIANO WM tOM MAVC HaN o«rCM&'D. g h•CM.UOCI q tt"'ooiCOTI CI'I'IMATCO TO COlT t 110.501 TMOUNHO WHIOM MAVC •c:DI OC~O. 

11M PIIODUCT I 011 IQAII), ST A Tl ST I Cl 01 VI S1 011 
I_,.T .. - ,. ......... .,.._, .U. 25, 1911} 

CONFIDENTIAL 
........ 1111111111 .... l"'- Ill Regraded Unclassified



...... _ 
bUONA 
,\fiii(ANIAI 
CALt,O .... IA 

COLO~OO 
CONNCO'f tOUT 

o ............ c 
Otl'"'e' Qr CoL~•• 
F LOtJII.,. 
CcoMtA 
IO&"O 
h.\.lltOU 
I HOI A* , ... 
~Woo•• 
t(_VifTUCICY 

lOUIS UN& 
t'Au~e 

~0.lln'LAHD 

11_.1-U.CMUt.ETTt 

'.fiN' .. Ct.OTA 

MttltttiP•t 
t.hnooflll 
M?N'TAI'IA 
Nnlii:AIKA 
Ncv.tooA 
Nrw HAWIHIIIII 
New JcMCV 
NE" W.Clllt co 
Nc-r YoM 
No'"l4 0... 11110\.lfr>A 
Ho~n"H DaKOTA 
O..oo 
Qoc..­

OIWOON 
Pgt~~~t'I'-.V-NIA 

JitHooc l t LUfO 
~ CAIIIICMr.tM,. 

Sount OattOTA 
TrHNCttrc 
ha.u 
UTAH v.­y,._,.,.,. 
W.t.tHIHOTON 

Wut v'"""'" 
WucoNtU•• 
Wv~IHt 

Orr C.O..TtNDIT 
u.... •••• ,. ...... c 

,_ 
........ 10· '*' 

Ho. -

!om 
~ • 10 

139 
I~ 
69 
I 
3 

19 
13 

I 
111 
93 
30 
13 
J9 
27 
I ,. 

93 
211 

~ 
~1 
e 
9 
5 
7 

111 
2 

216 
10 

255 
II 
17 

1!21 
16 
6 
1 

30 

~~ 
I~ 
~ 
I) 
71 
3 

19 
20 

1.1~.129 
206,732 
75.~ 

1,1]5,911 
67,7-l 
~2.092 

150 
r61o,672 
866,370 
1!21,016 

},966 
207,916 
27~.629 
e6'&.~31 
}86,}37 

6,157 

1]0,]}9 
sOJ,~II 

aJtS.!».I !J_,I 

~.120 
97,211 

221,266 
710,,7 
137.395 
211,212 

22,177 
20,505 
56.919 

101 '131 
16,2)9 

1.1 J(), t66 
113,931 
155,51' 
301' 711 
212,591 
327' 156 
,.,,55 

200,619 
)02,216 

1 ,oy.,a61 
es6.~99 
~.~ 

505,668 
12,182 
92,nP7 

1)J,WI9 
}0,1~ 

~,..oz3 
2,8 5 

g61,150 
" .501 

1 '150,805 
1!'6,617 
75,0'17 

1,121,925 
67.~ 
l<e,oll3 

150 
r611,090 
19&,-1!11 
m,o61 

}.9~7 
207.~ 
27J,OTJ 
I!Q, Jl'7 
}86,057 

6,190 

120,151 
71!11,99'-

........... ...... ,,_, 

211 

~.500 
)1,116 
2,090 
-122 

-9 
I ,020 

211 
~ 
217 

11,~ 
..loo, 115 

1.821 • 
6,125' • 
1,011 
6,1 91 
-521 

],909 
-563 

-3,866 
9111 
296 
-112 

16ll 
e.~ 

2}6 
5.9110 

26,501 

10, Ill 
1}8.~ 

H bC-UJOCt oa.tt'hll"'' r o a ~f!IQtaK or • CMINE Toot...t • • TWC W.at~t Dlt~•~, frtAvY 
Oc:~~a'"•OfT ANO 1"Nf" Oc'OI"'C ft\..AW1' eot.oMflo.lf ~AOILITI CI Clfta¥-TCO TO 0011" U!l '*" ., fMOUUMO, &NO ftcOOMST-.,cl'IOiflt ,tMANCIC eo.o"-A1"1C)Iil L4A.MI r'OIIt " ILOT 
&JfO WOMI ... C:.VIUI... I•CUJOC:S UNtTIEO KtNIIOOM CMTMOTI TOTALtNe t 167,ta.l5i ::::::-; 

¥ l lfe4UOU ,tl ..... CC1'·t CITIMI'1"P TO COST t 12'9,J05 TWOU ..... WM I04 MAVC ed• .
1111 

I 
_gf I •OL.UOC'I V ......,CG'fl I$TI-T«0 TO oo• T t 110.5CJI TMOIJt,A. ...... ICIM MAVC ere- rcn:: ...... 

- ..-..cT IOH IOMO, ITATISTICI Di111S1Ctl 
htOU'ITfW AND F'AOILITI .. t IMJto4 o J~ !5, .,.., 

GDMFIOENTIAL 
l• ,, • • 

_ ,._... ............... Regraded Unclassified
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• 

.Dear llr. P.,..ra 

hr ,.,. .._\8>7, I ..... 
.....,lMclac ,..... l etter el 
,...,.., 1?, vlllta ... 1- a -
ot..,.W'Inpert...,...._ 
p.......,o d ..,_ ft1ri a..te\ 
Pro\eoel. 

Na •••l'lal will • _...,.... 
tear. •....--·• a t t-1• 
I Ua\e~ ..,.a lllto renra \e ..,_ 
ottloo ,.,_ tlro\ at 110d -. 

wtU. .-a fer ,..... -•q 
la .-4laa \lllto , 

(Siped) H. S •. Klotz 

........ ,.,._ 
--.. ........ Ylal• 
.... ..... "',_ .. 1'1 
•eM ..... L 0 • 

..... 
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WAR PRODUCTION BOARD 

WASHINGTON, D. C. 

11r. a....,. ~~or.,..t~~a~ 
Jlooa 28o 
~~t 
'laehizlctoD, D. O. 

Dlou Ill'. llbr.,..tllala 

.lll(ut 17. 1943 

,. 

I .. enolonDg a oop:r ot the WPB r eport to 
the !'Hai det. 11pou tiM progrua ot the Third Bonet 
Pr otoO<>l. '!b:l.a report conra the tirat aonth and 
aleo OODt.a!De an uplanatioa ot the tranai t1on troa 
the aeoond t.o the third Prot.oO<>l period. 

III.D~ TOll". 

/ 

~ 
1 • .t. . P.,._r 
lllreotor, Foreip Dl:riaion 

/ 

!nalo.v. 
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S'I'I.TUS OF III.'I':.IIUI.S ./JiD ;;:.:;.lllPME!I'I' PRODUC'I'IOll PROGJWIS 

UliD~ '1'113 THIRD IIUSSl./Ji l'RO'I'OOOI. 

1.5 OJ' I.UGUS'I' l, 1943 
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WAR PRODUCTION BOARD 

WASHINGTON. D . C. 

Aqut 16, 191,3 

117 clear llr, Prelichnt1 

Att&obM hereto J.a a t.abul.aUon ehow1nc prosreu Mdl 
cluriD& Jill¥ tonrd. tult~ot ot •teriale &Del eqoais-nt produc­
tion propaM tor t.be Uo1on ot So"lbt Sooialiet lllpubUce l&llder 
the 'lb1rcl l!l.wd.an Protocol. 

'!hie DW, 'lh1rcl Protocol Pl'OP'UI wu 'IIOI'Ic..S ooot bJ t.bl 
liar ProciiiCtioe Board ~ ot.blr intereet..s acoaci .. wit.b ex-t cue, 
B"ftr7 effort wu ..0. to akll i t ...UeUc, ott•rlDc• wre kept 
w1 t.b1n t.bl approod.a(e co.pue of I'IUOoabla lbippiD& ap~ctaUooe, 
aocl pr'O'fU1.oD •• .ada t or c,dck cott.blcb in proclllcUoo ~·• 
in cua lb.ippiD& aboald tall b.low aoUcipat..s laftle, 

At tile - tiM, proclucticn cao41t10M in t.ll1l l:owltrT 
w re siftll oareflll atteot.iaa. Where t ol'WJ'}T ~--t• wre Mdl 
in t.INI ot broad catecorl•• witMilt reprcl to the po11ibllit7 thlt 
orcllre wit.llin t.beee C.t...,rlae woul.cl be reetrlct ecl to a few tigbt 
1ncluetrlae, the - otfare wre .ad~ u epacitic ae possible, The 
1'&rlou Inclut1"7 Di'l'i&101111 of tbe 11&1' Production Boarcl OV"II7Id 
achldlalae ot particular indutrll• anc1 rec.-.oclacl prosr- wtlicb 
coulcl actull7 be t1t.t..s into proclllction lin••· 

Bee&WII of pNC&UtiOIIII .ei&Cib &I t.b111 1 it 11 felt that 
tba 'lh1rcl Protocol will .,_ lell cl1tficlllt7 thaD prerlou propooae. 

•lnerthi]Me, t.be prosru 11 an ubitio~aa ona , ID t.bl 
cue ot ra •t.erlall, a eallar tomap ia prorl~ thin 1IDder tba 
Secon4 Pl'<ltocol, boat there J.a a &J'Mt.lr preponclo..-a ot i t- in 
ebort •PI>lT &Del 1"- 11bicb otter f abrication pl'Obl-. 1D t.b1 cue 
ot ~&Del l'll&t..s eqnlJ t, tar.,... ot pract1call7 • ....., t,.. it.ea 11 incllldecl t.bul - prollilacl, ar IQPPli..S, under the tiret 
two 1'\ootooola oOPhl MC!, 

ID order tbet .,re oo.plet.e clet.aill inciclent to t.b1 -
Pl'OP'UI _, be brollebt to '10QZ' att.eotion, I aa att&ehi"4 • rerl.• 
ot the broader upaote of t.be ftl'ioue ott•~ inoluclld, 

'!be PJ'eeidllrt 
'!be ll>ite Jloue 
~,D.C. 

a .. paottullT 7oure, 

1•1 
lloD&l4 •• .11011 
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ll.t.'l'lllLU.S ABll 1\~Il'IWI'l' PIIOOJWI IINDl:R THlJ 
'lSI~. RUSSIA!! PROfOOOL 

I. 11.\ll ~'l'EiLU.S 

hoa tho pnoraJ. otan4p01Dt, tho fhlrd ProtocOl rllV •ter­
lalo procr- roquoohd b7 tho USSR followed clooel7 tho 11••• or tho 
S.CoDd Protocol pr~ 

Jroa the eY.Dd.polnt of q;U&Dtltiee requeated, bove• er, the 
provu nbait\ed , 'U.Al.IJto tho Secol>d Protocol, renocted l1:11tat1ooo 
OD eh1pp111C taoll1tleo, llbUo the to~o ot non-forrouo mettU.o aDd 
ch•1calo wore o011wbat 1ncr .. oed , the tODfte60 of oteol vao drllttl­
call3 cut , &Dd a nua'ber of ita a loclu4o4 1D tbo Soc oDd Protocol wore 
aa1tte4. At a re.ult, the net tonnaae ot tbe rav aaterials requeeted 
under tbo Tblrd Protocol totaled opproxla.toly 1,000,000 S.T. lees 
thaD tbi not tonna«o roqueotod under the Soo?nd Protocol, an~ approxl­
Mtoly 1100,000 S. T, looe tha.a vao offared under tho Second Protocol • .....,. 

DoOJ>Ue tbio, howonr, lt appaared tb.."'T'lho requested Third 
Protocol 'Propaa, tt conoldored ao a now prodnctlon 'Prosr.oa. vao oUll 
oxoaoll,.. .m., 'rlowod acai,.t tbo 'baclrQouncl. of &ecuaulato4 otocl<o 
aa4 ehlpplac potontlalltloo. Part1culorl7 vao thlo true tor otool 
where etocke equal to aore thaD a 71ar1 1 ahtpp1a« requir•enta, at 
the ,_, t re.te o f .tll~eat e, were oa hlm4. l or thh reaiOD, a D.V pro-
4uUon ,_ ---t =cl.ar . tho requootod to~ vao roc..,.ondod 
b7 tloo liar Production Board an4 a<:COJ>tod b7 tho Proolcl.ont•o Scrriot 
Protocol c-ute.. Noroo ... r, f'llllll•nt of tho pro- vu aado co,_ 
cl.lUOMl QJ>OD 1'1111'4 Protocol otocko boln,t lo:opt at • r .. ooublo lo,..l. 
Tho llu ProducU01l Board l1lo1oted that ln tb• Protocol ""'•••unt 
offered lode\ rop~:ooontatl,..o 1t be opoc1ticall1 otatod that tho US 
roooi"''od tba J'lcbt to 11alt the alae of otockplloo tllroll&b curtaU­
••t of prnci.VoDUon whore in Uo JudcaoDt ouch otoolo:pileo oe .. od .......... 

.. , ..... ~ 
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J. ,....ral n.w or~ rav aato.n.J:o ~ -r h 

1a U&t foUwi.ac ta.\le t 

CD4 """'· 
, ........ . ,. w Pr-ot. w Prot • Ddt. l.a ......... h<4.,. ... ....... ,. ... ~. o.s.J.. •• 1! .. , . Ott .... 

loo•terroue ktt.lt :no """ - 131 1~ 
r_.r..,Ulco-·o .. 15 8 .. 15 

C&b1oJ/ •a 112 11 ae 111 
StMl 2,003 1,043 198 eeo 110 

<:b. leah 82 1lll 13'7 104 ala 
Other a.~ Katorlale '" 

, •• .. 43 

fOUl. lAW IC.UDUU ··- l,!let 1,300 1, ... 1, .. 

~ ftll t .. , , aot helVe «)() S.'l'. of Dle.k.t c-oat.&iu4 1a •c.~ ~· 
.., f~ ttcuno c.h• are CJ'O" n~t 0: oable, aot cow- co.-

'•'· . 

J (( 

A \t\&1 of .:>,640 S.!. of ~1- Utcoh _. '""'-" .. 
aJ•t- ••'l~ -. ,.....u• )T t.aa. uaa. 'late .......,... "'._. 
M ,.to 1.1. ott.,... M4 47,116 S.'l'. ~ Ull•~ ._.. ...... 
...... .... \OCOl ,.rto6, 

.u ·- "'• tMt tbe "'I('M''' c.. ta, u ~ ........ u • 
t or tla.h -.oat to tM ~eM.. loNv'4 ..,11-.,....tr .... h u\LMMo 
Ulltoued. U..t tvtac at leaot U... fl.!'.t b6if of , .. hotoool ,_u&, 
t iM 17S vtMJ.t \ o taot4 vUll • .. rtou Uttcu. !be al•ta. otttr ... 
OO•o•tO.tlJllal\H to e3,780 S.t. . 

Alter wll•llu toa of \be 1'h1M. Protocol otter, howntr, Ul.o 
Yv Procl:oouo.o JOIU'4 oODUauo4 to otwlJ the aJ.u1- oUu.itoa tr• 
the ot&ll4polat or vbotb• t.rpr lhls-Me •lt:bt au h -'•• l.out­
b, th• ooaqh•loo ._. rt.chM tb&t clm'1DC tlaa ft.J>e\ ba1.t of Ul.e Pro­
t.Hol p.rlo4 h Un:rt.ee at t.he rate or1c1D&ll¥ recr•,utM ~ \be OSD 
h. e. e,7ao *·'· per a oa.tb, OJ" 40,330 s.!. to!' tM Wt , .. , ) oh14 
H ar:ra.n.p4. h •• not f • U pou Utlo at. that U.ao to pr•he awe 
\Au otto,.._ 1a tbe P!'o\Oool (l.e., 4,480 S.!. ,_ a ont.h, or a,NO 
tor tbo ba.l.f 7•r) dlu"Jac the l.aat hall' of tlLe period., \Nt ottt.olah 
of the tle;r ProdacUoo IOU"d. acr-.4 to Mk:o _..l'7 ef·fort to o•U_.. M.l,...,, alte:r IUJMr7 1 at .. hJ.&'b. • r.u N pou t.•le . 

h .. o..Lt •• • Mil tMt of 1M al•._ \0 \ o _,lt.M .,.._. 
the; f'll1t« I'Htoool, 11,000 S.f. are t.o be .Uw-4 frCie e....4a •• a 
pan ot U e -.e.t\litol AU Jl'rooc:r'M•. 'lh.ta •.caat b acrt to \e t&\ea t..­
I'Q(ppllo e M1 aaJU for ~ ._ .. , ...,..,.,.. It h t.o h 4od.Mt ... 
tr• . ,,...,e ~od. for tM trs • 

.U.•~ to tto fi4'Plte4 the OSU "' aot 'brNn 4ova 'b7 tnoe 
u4 .. pe,. ll •e fdt. Lbat the c_.,a b\enet. c.oalt 'be ' "' eOf'fti& 
u a 4etAlhd. procra w.ro vorJcod QQ.\ f!"'a craarto:r to ~·· la U •t 
of obaqi.ac So•ht ceMe u4 d..onlap~tDh to the 4ta .. uc • »17 eu ..... 
\loa, 

a. KAGDSIIII 

'J"he UISI l'~U .. hcl 338 5.'1'. (4 U,CUelW. aetal per aoo\b l 
C•,032 t.'l'. for the fhlr4 Protocol pnl o4) , the aoot.bl7 •ouat .,.,1 M 
4vt., the la\\tr put. of the. So~o))d, Protocol pulo6, 

l'llle 0111 M4 HpM.t.e417 reque tM Ml,. .. h al tlt.h rate el .. • 
,~ Nclaal., of Lolllll-1.-.ee al4 to h ula (l,o •• l.a \oUt &.be nut ... 
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...... ~.). VatU~. lMS, 11.-.-, sa..._., .. , .....,_ 
..... _ ........ u . ... -- .. .. ~·.., \oe1.ac ... ~. 

h .. felt .... , ...... .. ..ttlotatl.r ... .. ... 
_ .. ~ ....... loc ... - ...... ol _. ri- --·· .. 
... w.. ...,_, ,.., c ... . ..,. .. _._ or ... a... -.-1 .-nMl. 
U - · ... t.MI ... tAel ,....U .. Va.J.( ............... 1-ll t 1Ml.U.C 
u. 1,ooe a.t . NCMt'""' u. n a . -. •' 1 .... e,ooo 1.7, ta '-'• 
tt~~r_. ...,.,.,, t.M ._.., •• -..et.t to total • - 111000 1. 9 , Data 
t or U.. tint Mlt oL 1* .,.,.. aot a...U..llle, '-' .. ...,...aa.le ....... 
s.a 0 ,• dtu.Uoe WM u.Uo..,.t M. 

,._, ..... s .. ,..,..,, ,_ .. M14 , ,. SoTht ,..,.. . . . .. u ... 
h \ 1 , .. , 1¥ . ,.., .. tor U.. proclv.cU OD ot .atUou, """' ' of ton.tt 
n»Pl.t bn b c M.o &NtU oallT ntv.o..t. u a r t l'lllt of \be 101 1 of tbe 
Ukra l u u4 U.e Ort .... 

S, IICZZL 

fM l'blN Prootoo.ol alcbl HqUad .... for t,tOe a.~. ('1M 
1,!, pw .. ,Uj l a at ten of pte Dick.t &114 atcbl coatat.a.t h e t Ml 
Mil ..,.lou .... , .,rou pro4-.oh c• ·uo.s.. !hl t ......... ll7 1,001 a.t. 
• • ..... , (1,400 I. f . at ta.. rate or 700 1.!. pw aoaUl) aaUot,.h & 
'i7 t.a- , .. , ••• ,,.11.,. 1.....- u4 the eo.'bl...S. bw Xat • l.al• JOU"t tw t• 
lldH '"'""1 pnt o&. 

~. atthl euu uoa ot the os f:IU'tac VI• l.Mt Mlt ot lMa 
... llM f1nt Mlt of 1Mo6 •.-4 l U:-b to M.,...,. 4.Ut lnlt . 0. .-,. 
\re4h ol l hUM "'~ O.h ... ._ Matuial• IOU"( 1 t.&tt, t.M oa~ 
., ....... " f.Utw l 

A. ............ .. tor a .... -.pplteo Gt aickel voaJ.t toW 
.. ,180,000 porud.o b Uao 7..-r 1H3. t'bh ••'"-' ' 
WM '-'44 OD tb.o ••.-pUoa \1\at t \ooko h lM.Sa 
M4 M otraU a w011ll4 be .,._,. 4owa 4111'1-c U.• ,_,. 
Ulll \bat tbero WO\ll.4 \41 ao ao\ , _,., tor .., M'-1 

tna Ut.o•• ca-utr l ••· It t..be PJ'OepMU " r ... • " " 
111 ot oob "*' aot n&ltu4, tU NtQ1r .. a h wo.l4 
total a'Mv.t 3)11000,000 Jlov.ad.t . 

• · fM pro..,_u .,.. MW ~ tor tho 7.-r t r• all 
NVMt vao t t U - te4 a t at4,. 80,0Q) pouadt . ftt.lo 
• ••••• ..... ., U.t Cauatu Jlri'OdiiOUoa v.-1.4 ooa­
u ... vtUto.t taton,qt\1011 at u. rate t o \1 .,.,....._ 

-·-
eurtac • ...... ~ . ... .. ..u.... . .. 
.... ,., lat•'•"• 1a a...u.. ...... u ..... 
.... tl ldor tiJ'flftlU t t or .. U. n. ttl 
... a.lal..s..a .. .,u ..... I"IWlt t t aUt.., ......,..., .. 

0. ..... - ..... .. ot l ...,., 1 ...w.u• 11 , • ••• 
,..._, ot *telt. at 1...-t J.,eoo,ooo ,.._., .... d-
,._,. .....-_ ... t or coo..,uoa, •• larUoe t *' ..... . 
.... l'todto wu. W17 4b trtW..._. • lth a .,., 
l w l nN. t.a , _.. t7D1ttt ' "-' " aDt a...&& ut a 
NlaUYIJ.7 b.~ l .,.al ta h u l'• ..,,,. o-..trtt .. 

D, !M tat..,tble t.ctoro ta U.o ou .. uoa ""' ... .­
aUr oa 1it.o uta\'01"&~• olU. ftm11 ( a) tht 
tt1itaat.o of lJaU td. ltaht r tqa.t ...... h .... , llhl.7 
t.o ._.,., to • • toor•ot4 b t.a.. UltH W tou.rt.b 
....,.._.,.. of t ho , .., tt .tt ort t \7 \ be 1\ttl 
DiYloloa \o l801"ta• UM aoatllll' pronou .. rate 
ot all or otNl prO'fte4 ....oe" '-1. "* aa &.urtut 
ai&la' - · .. llf.cta u ~. - 111 ..... ot liD . uu. 
,...S.t t (b)...__..- ........,.. to M..,. pot•t&al 
&Uwh to t U JII"' .... l ft n t t Ott tiiiiP17 tvt-c U.t 
,..,., .. alftMT l , .... l cait&J ( t ) .., ._. .... t.a 
olll JIPliC l otNt atfM1ilaa M \h ....S .. I t U.S \t4 
n..t• ",.._ ••• w.tt .._ .. • ~~Mnt..t .. u ­
• "• ttl rr. 1 to 3 • Ull• ,.,... .. 

11. Dirt., 1M2 1t -. ...W Ulat • ppl1tt IH8 o.a. 
...u ..... nallUll Ort ac U.. lat'\ WI tt 
lKa. aow.nr, U.•• .,...,,.. to -.. .,.., llUlt 
,... .... , of .., CoMa probltt• MtM117 '-l ac 
..to a...u...lo .,... ta U.t late .oath ot U.. ,..,. 
At u.. ..... 1 ot a • illl oa ,_tt t Rl.& a t wall7 
... rttlucl u4 MU YUo& \1 tO......,t at tM '"" 
084. ot Ul.t ,..,. 

Ia ntw ol U.t pnoa..sou ... M of the b&l.utt ._ ...... .uko.l 
lfiiPPlr aM. ,...,U.....tt, 1\ vu f tl.\ tll&t ao 8 0 N tbu t.tOO t.t . 
('100 l,t . ,_ ._,~) U wlA \t pro•llot4 Ua,t VID _..., \kt ~t.N Jlre­
.. .. 1. 
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hrlac Ute ttr e t .... ll or Ute ....._ ProWCol ,.,. . ... aa 
........ _, _... •• •~~t...u.. U.t .wa\ of aJ.*-1 to " ... , •..U· 
-'l.t t or -..n ~ IIIDV..tt .. rr.. t1• t.ot;al a tGtlt allocattoa t.M ....,_Uir .. u~ .. W OS a U la fw ._.. 1o \1M taWtoattoo of e'"-1, 
.w . • oa ,._ ..... ,. .t..tu , u: au_,, -.. _., t o ~ tM oat .. 
J.aU• • tM '-d• d lbe achal DJ.c:td eoat•t ot .,.......,._ tru .... 
,......, to eon.t ~ ... -.u .... ta t.M OSA.. • 

h• , ..,. tpUaUOMl tt.ud])(llat, -.ow .... r, \otb of thtt t 
M UIN.t ,,... ... llllpr .C\lo.\h. h ,.. v 14.eJ.7 '"~~"'"'• t beretore , 
\bat tw'liiC U.. ftL1r4 ProtocOl perlo4 u .. r . h MPanh allot.t•h 
tor pic otobl allll for coatatr»d. Dldcel . 'l'U ca.\hw4 &llot• •te voc.ld. 
aot u c..c \be •• trall • CN.Dt ot alektl 4eolh 4 U,oa tor \lie Pro~ool 
"1o4 (l.e .. 1400 S.!.). hi Mob would be lod.tpt n4tnt ot t.be ou..,, 

lt wae at flret felt \bat th.re lboul4' \e • coa.it•tDt for 
t , aoo 5.'1'. of Plc Diclr:d (3e0 S. 'l'. pu a oath) uc1 a ca.lt.aeot tor 
~ to• 4 , 300 s.'l'. or c<:m\t.laltd alcbl. 

So• h t ...,.. .. utaU•u cla1ae4, bo.,.nr, t bat. tt tbq vu e 
U a l h 4 t-o t ,*X) t.r. ot pl.j' &lckd, \be r-....Ut "0111.1.4 ~·• ' ' " U.t 
tlaQ VOQ14 J'Mt he OO .. l braW, h M \baD 8 040() $,Y, ot alclr:tl Sa &U 
fOtw.t GrU.,. \.be ftllrd Prot1»c:Ol p•riod.. lo .apport of tbd .r JM~dU .. , 
t.hq pob.t M 0\lt \bat ectMl al.lo7 et Ml u qg.lr-anta w.tw UM fhlrG 
ProtOMl wn.U aot uc .... 10,000 S.!. per aoat!l (1i1114er tiM a.oo.t PJ"'>oo 
teool U.., MOUh 4 to .-proa:~&atel.J 22,000 s .. t. J*' ... u.) . a._.,._ 
.. h tor ot:Jau ...,.,..,.,... pro4Jach cootaW~ &kbl w-.U. N oo 
ct•t• U.. ..._.,. Ule heoM Protoeol. !'Jaa.., tot&l NqQJ.r--h tor 
............. . 1 .. 1 ..... u.. !U.nl Pr-otocol lppe&rtlll ltk~ to" 
~laetell .. fOUWtt 

Jlckel lll d .. l 
1.oeo '·"· 

Iiebl b atchr•• v1ro 
<30 '·'· 

llottl lt ot.._r ._,.hr rCJQe 'PT'Odl.lch t:ao S.t , 

toW. 0011'11\lJIID IICDL a.~ s.t. 

) I( 

t'be !biN J'Htocol ,......, , •• for 4 ,..:> s. '· ot .. l.r-w­
•oac•tr•t" Ca. a& J.f. r:tC a oltWaca ••'-1) , -41!10 J.! ... , , u.a ._. 
a u .... .... .. Uae ltcODd Protocol • 

It -.. tth U.t allowtac aa lDC-.r-•• ncb •• tUe wow.1• "' 
.. t .. l .t 't'ttw of tlat ~oot.rlOIIt ~NFPJ.r>-r-.ur .. att t U !MU ... 

Ja tbt l ad halt o.f 19'3 lt • • ar.Hclpa\o4 U~at t'~lr••h 
volll4 u ceocl ..- ~NJ'Pl7 1t7 •nrost.atol7 a.ooo.ooo lltt. (a.eoo t.t .) 
Of • etal, 

l equlr .. eate for 1943 were e•lt.&t .. •t J~t ~tr 10 a llll oQ 
PCIU4tt ow w.ppl)o Wt.t .. u.,.te4 at a. ....:diNii of M,O:!O,OOO pt\\Mt . 
&s'raord.taa.17 etfor\t were ltdnc • 114• to the Uol te4 S'&t" IU'I6 trau.a 
li~- \0 holt CODI~tloo belo'll' the lntl O! ttUaatt 4 rt.,alrtMats 
1a o~v to \r1J\C aotu.l eoa-..pttoo 4owo to \he eeU .atM .,..., ~QPPlt• 
J.e a rtnl\ of \.be .. etforh lt •• t.JPecte4 tt.at actual coet•pUoo 
woul4 be Moewbor e M\WHO 68 aM 68 a tlltoa pCW14t , ...,lob ~4 t\ Ul 
1nol .. a rod.'QOUOa la atoeb. 

SUeb a'lalla'bh to U:ae U.ttN -.uu.t f t U \7 t1f!Froa.a.t~ 
17 I a lll t..ot pCIIIUid.a lbrlq \be ,..,. 19U, b.rtqiq 4ov. t.h l .,d of 
•-'h e t.octe ( a.t'ler a.llo.rl.ltc for oteteM.JT 1110~-c e"\Oeb) to .-...t 
lli aUUoa JICIIUie. l7 tbt e.cu4 qu..rter. 1943, U.tta a·tockt """ 

• t.l:lu l e• tMa •--•'-•UII of UM •mal eou.....,tloa, or ,.,. .-U.e1 

IIIIPPl.r'• It c.oa•.,.u•U,J e .. H that l.t a tocb """ allow( t o • •clt• 
-, a t ...,. •• 4 a Ul.loo a oro Jl(ltLDI!.a 4arlac: lha 7~ 1M3, t~e ''tal 
woall ~ • • ....,., aMI' to the polat ot 4a:Dct r at tl:t M.rlaAlltc tf lt ..... 

u a ,..,.. o1 tho ~lp to ec co•...,U• l.a , .. Ul ..,. 
tM Ul, rtdt~eUou of !Of Lo al.lot•n'• !or tb.-tt eooaUl•e w r o 'MUC 
.torcH. h •e hlt. 'b7 .-e that a e lallar red\IOtloa "'" ' Ju.eUtlt4 
1a t ho • •• of U" us.sa 4~UlDC \he !kiri Protocol pert04 (l.e •• ,.._t 
\be ftird. Protocol c .. u ... t 'bt for 3,t.OO S.!. of ooao.atra••• aa 
-..latta S.Coo4 Protoool oo.at\aect of 4,000 S.!.). 

'l'ht Var ProchrocU oa J oa.J'41 e Ileal 4Mh1oa •••• bOtflY_., 
\b4t \ba ' loYht t t ttl procr .. 'lfr&t c-ra4 \o laporte a\ •h• rt\t of 
4,000 1.!. ,.r au~, ...s t ba\ thh •Ciwat thotald be offered. 4u puo 
poetlble _. • .,.., e ffeot.t oo \bt 4oaat1 l c e1tGatlo~ 
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e. lii.JODCI.Trtc cxna 

(C~ la all JONt) 

"- !'.b1.r4 Pntocol ehctrolTtlc copp.r "•••' •• 'tor lM,ClO a.t. !Ue ~i wru aot for e~r \o 1M •.1!POJ"\ .. •• _..,, \Jat for c.,.. h ll• o•ta.l.Mil la oopper k-H al.lo7 'brut •lll ,........., . 
OOJI'Pft '"'" alll prod.-.oh, vtre a Ul )'Z'obch ("t.ool"'lac ooppeor wlr. u4 OJ.-le, •t.uia. ~·· aarlae ca'Oll, ebolrto ponr u4 nlatM oallh) , &ad oQ.r proboh coo.ta~liiiC coppe:r , 

VUle ca. "t'M n corTt .,..U.S. to th SecOIIIl h'otoc.ol ooppw c-su.t, \kwe ... v..l• 41tflnlt7 .:e.o.t U., ta ooetNe\ t o U.. .tftaUt& Ul4.w Ua.t IM:OU lrotocol, U. e\6\ .. •01at 4•d,... .... le11 taa.a tb.e qu.uU'¥ of CC!JilMr atc.•••arr for fabrloaU.a of tho• U•• v:btoh • •• .a,poM4 U be co .. rM. Oa th1 \ae h of oalcnal&Uou ot U. ower oat•t fill \1M copper 'but .U.,-e , pv• • .,._. .,..-o,,, 
'dze .... ea\le, ...rltu ...t-.c·tv"• etc., r..,-.t ... , U ~ U.t ..,...a-S..t.q 1.6116» S,!, NU.et U.. th .tale4 1M1 C)O 5.1'. wolll4 'h f'eCILlred.. !bb .,..,, la effect , t bat toM CJ"t'-.11 OOJIP'It 
r..-u\ •• a\at.u.Udlllar.- ( Jii ,a:sa S.f.) thu. \be ....... Pn\ootl r...,tr.ea•. 

TIM ..,.,. e l tMU• ot u.. us ... weh .. to .ate 1t ~·l· n . M ... , Ud• ,._..,.. wt\Mwt a oon ... .uac ndllotloa 1a u.. 
• Uoa1 e ...__., aM -utoat P~•· Oa \bit \uh of tM -... · dat6 aftllaUe U .,..,..._ \Ut tvtac tM lat \ balf of 1M3, copp• ,....u....h of t~Mc OS ...U M _. • to ..... tt.ah ,..._Uc trl o.w..,...., •io~1l•e JII'Ulttallt t.e ... co.a.a...J. l..,....t .... &) .. !• &Uw ~ trill a -.tbl7 .-ow. II'Proxi.atel.T a.ooo s.r. t.a .... e ., l h ....... het~ ..... ..u ~~ ...... W e ,.....,1 ... .s-.u .. v•e•. . 

t. Yl• of tlde, U -.. feU tllat \ke ... o-..all oepp• .-.~ .... Moll14. ... u.. -e .. ....... U.e ....... Prot-.1, .... . f .. u.. U..400 s.t • .,..t.tt.a1l.F ,..... .. -. '• -a Utb t.s..t. ... uea ,._uoMh, .. "''ll u tw .,~.,. .....,..., "'*-"l•• 1a ,....., .. 
fer ,.,. ,.,_ ,...._.._ _. tor • ..,_ odle .... "'" a..& -.J.H to .... ..... . .. -a...~. 

a. "-lK ,.,...._1 .-.•-' tor • .,....-.. &11.,.. (lDt',U) •.~.) ... ..., •· tel¥ •a.• ... u t.aa. ... _.. INtoetl o..s. .... ,, n •• 

t .tUII 

) ( 

.:ll~ -. -
t elt \bat u., "•'" o0Ql4 \e ••• la hll. IM oG!pp\r '"' Allor• dtaaUoo ot the 01 , ... , UJ&:tll' to be prehl'iou 4v11C tlt ftJ.rt 
hotoool 7t61'1 ' ' ' '" NqU.r ... , , u4v C.lf.P • .....as .. tttt.a.t.t n:pp1J' ~ • c.ouU...-Ult -.reb la \lM ee .. .t all ....... l•t tt. vu. 'MU"'"' U:at ~M..-c. oa UIG .ccGU\ Oftl4 \ t ... t&au4 a t the StooMJI'rotOOOl n.tt (1. t. 1 anro..a.hl7 f,O)C) lofo ... tlall') Vl\lit-­Wt p .. h:r •or'ltlu ULu 1A t.b• , .,.,, 

!he reqa .. t w•lUt4 ••• tor 18,111 S.!., •11••11' •or. tbu allwe4 U4.,. ibt S.co.o4 ProtHol. 

le.oaut of , ... uptaue of tbe t .. ntc eUuU• (""" 
qU.r .. att ac..u.ac "W17 b7 • •••..__.•1• -.rp.) , _. , .._.. of a w.l•c:r U U:lt OISI t o allov aceeehe .tocke to .ca..latt (OiaJ.T al!Oiat ~~ ot tH total (UAll\7 4.tll..,.t4 att.r .Jut 30. 
lha, be4 \":~a tiPOrte4, ao¢ etoct• totale4 tl•t .ooLt11 Prot:oool req,ulr•ent, ud alaO•t •ltht: aoatM &?tHCt thtpptac ""fill, ..... ,,), 1t ... fti.\ tba\ • .all rt4ad1oo 1a tlM ....... ". eoau ....... . ( t • • •• froa 16,131 s.t. to 15,000). 

8, UIC ("""S) 

'fbe !b.ir4 hotoeol r..,aut to-r 13,440 1. !. of dM -. 
a4, 57& '·'· 1 ... t.bu U.. •out .Uow4 ..,.Uc th ..._, '"'oc.t pe:rlo4. Du:rl~ Ua• flrt\ tvo . .. ,~ o! tM S...S. hotoool ,_.tot 
thls-•h vtr• a t t))t nt• of 1,800 S.!. pe.r ••tb. ht Nctaalarc 1D S~t-'otr, 1943. th17 ••• tacua .. 4 to a,eoo S.'l'. -... .. of t.llt lo•• or U..CJ.ac of productiol:l faotllu .. h tU C.O..u. !be ..., raqu"t a.ut a red\W)\lOQ 1.a 110c.tbl.7 tblJIMDU l'foa 3,800 I.T. co 1,120 s.t. !2M~ lo H-qO.lr .... tt-.. ...-.4 toM ... to t:ae rtol)ft17 11114 r~ll&t•UOD of Clrto.oa• lM faoUltlH. 

!'be 401lttU.O t'll-ppl)'-rtq\lol1'.._Dtl t UUtlOO 1114l .. h4 \Ut 
oo 41ffl01alt)' wa.e Ukt17 to b• uptrl.eJu:l4 ht __..,PlJtac Uae ~­
-..at "4'le•tK- !be abc ou.UOOk for lt43 ehowt4 • ""'' .,.,t•• for tM ,..,.: 

Stocke , .Ja.o. 1, lt43 
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l t tlaatd. l.eq:liiJ.r•eatt , 
lnclttitq USS:l r-.qutr .... 
•• ah of ),500 l,t. oer 
aonth J aauarr .. lu.t and 
or 1,120 s.T. J\ll7. o.a .... 
••• 

Chn.c-t lo Stoelu Ia4ieate4 

Uhprt fppe) 

794, no 
}2, 62la t.cereue 

'!'he ntlook for U11 tint hall of 1~ ~arM r~ \te 
, ... .. for 1~}. It vaa felt, ttertlore, t~t t~t re~u.tt ¢Oul4 h .,.., la t'\all, 

The !'btM !'rcotocol co'balt requut h61 1.!,) " '' t HI:h\17 
1••• than tbe .-ouDt allowe4 turlQ~ tbt lecoa4 Protocol ,.rlo4. 

fbe re~tt t ba4 to be coatl4trt4 f?oe tht t t&Adpolat of 
tbe Jotat 01 - Ol rqppJ.7- reii'J.lr.Mnh Jtlcture, t'b.ere •••~ u be 
MOh coa?erd oa e•ICUJ la tbt t:rblt.ed. Statu, Catt.,4a u4 tbe VaU~ 
r1a,4oe to •tet U]Meted. UrtUt4 l auo .. re,u.b•eatt 1D 1911), n,. 
uU .. te4 01tlJ1Dt ot the tknt e:o•trlu toa\1De4 v u ~~~n~rozl .. Ul.T 
6,100,000 ~of cohlt la the fora of .. tal, vb.Ue Jolat etocb 
total .. ._. 1,,00,000 o~. 

Coa~tto. of .. tal l• t~ lhrtt CGaatriet v .. estl .. te4 
a t ~t '.500,000 poaU MAV&U,J'. At • rnuh, re!"laloc: tecUUlu 
ba4 aot l>._ opvatlJtc at tu.ll u p.ol\7 toT • •• u.. 7oraal Nn.lr~ 
Mfth "'-" .. tS..ttlel, hov.,.•r, a\ 5,250,000 pOW14.t 1D Ul• thrt_. 00\Uio­
\rltt at a,alDt \ tht ~O(UCtlOft rat• Of 6,100,000 1~41¢a\•4 •bo•t, 
Ia •t .w of the oYer-all fa•or&ble tlt~tion, tt vat telt that tbe US 
aa4 Oaaa4a Jototlr co~« • • •t the requte\ ta tbll. 

10. CAlltllt/11 

) 

) l 

) ( 

•4 e-nortt, aU to tbe OSSl 75,000 ~tt. a \Otd of l,l75.000 ......... 
'!'be Cdloha07 b.t4 to bt atJ.t vp 'b)' re .... Uoa of 1o4u\17 ''*"· A 
t l•ll&r tltuettO~ •~•ted la tbe t t ooa4 t~t.r, At a reWQlt, t.t .. trr 
etockt were for<td 4ovn to a aloL..!a worlc:lac lent. 

lxr~-.ntloD of •llltaTJ l)rocr•• 4\U'lftC tbt l u t half of t,a.) 
, , .. ,, llktlT to iacrtatt requ!.rt•tn\t ., _,roa~t•17 ~ a .-.,, , , . 
With tblt . total requtreaeott for tht ttAr vert t~tt4 to co.. •• 
aDOI'Ul .. ttl.J 12.000,000 'OO'Uiit . J.w tvpplJ', 0& \h. othtt bul., WM 
tJq)lc\tlel to be 9,)70,000 vowa4t , h tgtl.4, nq~alr ... h wd't ' ' ' '-'" 
at ...oroxl.N.ttll 15,,00,000 voun4t, u4 uv •'IIDPl¥ at IIP~•ttlf 
9. "00, 000 'OOUh. 

Jftm1 , n)tlctlal 4-ettcth ta Ole ...,11 of e•t• .,..., ... 
.. _.ot4.Ult, wUhtrc.t allovMCt tor M:l •h''*'"'' to Ul.• 0111.. h "" 
4tolh4. \lindon, \bet C...s.t. utbt-r th• the 01 llb.cMalt. pi'O•U. ,.,. 
So•ltt rt~Srec~ott. 

....... 
11. !fiCDCMI VW 

!ht ... unt of olcbro .. wlrt rtq"tt \14 (5,8 1.!. ) ..a \bt 
tbat allowt4 UDder \tit S.Oon4 Protoool. 

At tbt otckel content of ntcbrOIIt VCN14 be ~onrt4 'b7 tbt 
olcktl •llot.tnt, •nd at the aaall qu&ntltT 4tlltt4 offtrt4 a• tatri· 
~atloA ~TO'l~•. tht ~404'' v•• C!'ID\14 lo ~1. 

12', SJIIOU.t .&U#r VIU 
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Plfi!ht. k l.r.cha4e4 tn t hh catt-col'7 wuo h u\u .. q tlcbt ,_..11' 
( e. c. _,\)"bdt 'fl.ua wlre pi \\\ftt'th.l'l v tre), ttO t'pedfic ·Co.ait.•at oo.,u 
\ t a-.4~, tt belac t ht>ed lut .. 4 \bat. U1t quut.1t7 to lie l"a;)pllet W0\\14 
'h 4f'Otllhat. oa fon~&l &JJOJ'O•al of roquhtUoftl .u'b:&lUt4 fro• the 
rhn4oolftt of \)"'tt, t'Oeetnc"\lont, q\&Uthht, N~-1 d.t1lnr7 tcht4ulee, 
cro•tdla4, hove•er, the total ap~ro•t4 4ott aot exc .. 4 269 S.T. 4urtnc 
th• Protocol 7t,r, 

I, CAlLI 

t'ain U:.t SecoA4 Prot•col , IO't'ln cMh requh·nMah w re 
nbU·u17 ... ,. hrce, totallJtc ~\o,_UI.n • oee 112.000 s.r. 

Cout4.t:rllhh oUfftnlt.7 ve• expfJ'laor;:M. 1D tf71Dc to ••t 
t.h•n re..,s.r .. ate, "Denlh coutaa\ pr·tt.ur. oo w-o4zu:""' • 4.elbnhe 
v•rt \thll'ld. tcbd:olu. f'ovu4 \he tD4 of the Stcod Prot.oe-ol put o4 
4tlhertu ..,, ,.. l{r'U.tlJ ~celeratt4 .a4 McUIIII.la t.e4 Ufldh wert l.rc•11 
wloet n t. Aehl.n-uut or u·.h, bove.-.r, .. .-.,..17 tue4 \be retovo .. or tbt htuth"7o 

fbt oev cable requutt tohle4 oon.tlcitrabl.T •or i tht.D S.coa4 
P1otocol oo~ltcente i n COJPfl' oonttn.t. required. and. lo auaber of •llet , 
thO\&Ih \htlr &1'011 Vli&ht. VUt tllcbe\7 h ll, .hJ.l 1&\ltfMUOO QL 
tht ruuuh, thntfore, .... ,, llkel)" to pr••ut atazerout probl • .-? 
&Ai Yftl4 h••• ••a.ot eoo\1.aulac the pruut ttra.la oa the lai\lt \'7. 

n. aeuu :et4 of n.e tJSSI for ~1 the cable vbicb U eoa14 
~t ""' tltktn for cre.:std.. h vu ohuol7 r.coph.S. that for tlle 
,.WU hattu of re.c~.-re4 areu , for th t ezpa.:.eloa ot p-rductloe 
la the 1114aUdal 411Torlctl Of tb lalt, &I VtU &I for 41ttct aU h..,. 
"CNJ'NUt, fuo cruhr nMUthe tt-.- tb.o .. allte4. coca14 u4cnQ!te417 be ••tJ oroflt&bl7 ~tllt~ee. 

Whether, thOQ&h, U:i n .. 4 wo~d h eo p u t tb.at All t.be CA'oll 
~roduct4 would be tzoorte4 uo4tr ••lttta, tbt~tac coaittloat w .. felt 
to bt~ a • • tter of q~utlon. .loopr .ota'olt ltoclr:t vere alre~ accuault.Uft« 
de•ot tt the fact tbat ~etore tht t i ret quarter, 1943, 4ellTtrlet ba! 
'ottft Te1'7 taall. It VAt ~1tlaatl4 that if tkt IIIV rtquet\e wert 11'tAte4 
ln tun , the 1'"'1111\ar~t '!'bird Prot~ol or od.uctlon tocetb.er v lth etoob 
alrtl'l(• on bani vo1&ld ha• • a t.otal of &p"lrox~'elt 175.000 1.1'. (att. 
..,.l,...t) of cable !tetoc &Y-.11eble tor e ln)Or ' du:r-lac the tb.l..r4. Pro\ocol 
D~riod. Knl.DC t b h q'IWltil7 would reqW.u ut1thl7 Ufttq. about oa .... 
t.htrd. • • P'••t •• tht anraco aouhl.7 lifUace of &1.1 atn.l u ... ia• 
ch4iac raUroad ..,tulala . thlD..,..S tu.rlac tbe .S.ooD4 Protocol peri ... 

( 

- 1} -

1. St.'IIUIID CAlLI 

Flft.om hu:ln4 ltUo•\ltrt we·r·o rt4\lUh4. 'fbb wae t wo 
.IU\4 a halt U•u th q\l.anu,,. rt~tu.ute4 wultr c.he S.coc4 Protocol 
~n4 ~~ro•1aatolJ twice tho ~UD\ allovo4. 

US f~rlcat.loo facUl\t.t vert hea•ll7 loa:lt4 v U.b Ar.,­
an4 Ja"'1 or4tre ea~ tt~r~ , , .. ,4 no protpoc\ of a let Up. Ja coo~ 
••~•ee~. tt ~arei that sertou• ~-o4.otloa 4lffle.ltle• wo.J4 be 
ueOWtttrH I! \l:.t ooUu 1!'1:1.Mtit7 1'14'0.U tl4 w-ore allove4.. t-he otter 
Wll llsltH, u:~refon, to 6oo ~Uoattttt . 

2. r..a.atu c...au 

ftle !'htri Protocol nquet vu U:.e ••• u 'WI!:!er t~o S.coot 
Protocol Uo.oQCtt aoce~t h,. t.haa tbt ct'Voaotl\7 allovd.~ lo 4lffl. .. 
oultJ vo; ·~•l•ace4 b7 e l t.her tte Cooper Dl•le ion or th• !~ca11o of 
Shlo•. J&YJ Dt&~toent, ln fabrleallft« tbe ct11oa0tlt7 4atlr.t, And tbe 
rtquttt ••• ~ante4 1D ~ill. 

} , COIPEI 011.11.1 AID VJU 

h VII rtcoc:Meid, 
cable .n4 wtre bt tor oo a ore 

therefore, tt.at tb.• c-lt•ot for eO'Dr-r 

\~aD 20,000 ' · '· 

Regraded Unclassified



~. mcftiC - CAIILS 

f'bt "4NIV'' wae for 12,000 t:uo .. ten, \be .out nf1Utte4 
aat allowd. u!w tbt Seeod Protootl. 

Oo the b .. lt or •tu41 of a4•aooe t ptc1flcatl oat , lt waa 00._ 
olu4t 4 that the rtquett could bt oet. 

c. m•o •!lOTI 

' 
!U !bl.r4 Protocol tu-r~allo7• l'tqq. .. t vaa for a total of 

n,5(1k t,f. !b par11e.lu t1A4t 4 .. 1rt4 Yfl't DO\ epeolll~, 'hot 1t 
va1 udtutoo4 that t.bt: I(UAU\7 requate4 vftl4. 'bt coat'-4 \t ,..,.,. .. 
t lllcoo aa4 f tTroebro... 

" ' utlre r t q.ut \ wu 8114-t oa lU W. a~er. t SAot ferro. 
tlltooa .a! furoehro. WL'dtr Ult hcoo4 Protocol wert ' ""lh4 'b7 the 
01 M4 or: Jot.au.,. aDd d.oe ao , .,.,. .. , , r t quet ..,.. ..u oa \M or 
lht requttt vat 1.a effect a Joln !'fHlu t t. 0oed4.n e4 u web, n ;,, 
tbt , .. , .. tbt Second Protoool co.altotot. 

Uadtr tbt Stcoad lrotocol, 1).~ s.t. of f trrot lllOOD (1 120 
l.tr. ,,.,. aontb) P4 1,064 l.t. of f t rrochroae (672: 1,!. J»er IIODt.b) ;,n 
allow4, vUh lht trS 1Cht4vle4 to tv.rahb 9,1ios I,'!', of ftrrot Ulooa 
M4 5,]76 S.t. ot ftnoclU'OM, u4 tbe til to tvllilll (h'OII Ouatt .. 
t w,.Ue.) k,032 s.t. ot t enoeUlcoa u4 2,6a l.t. ot terrtolu'OM. 

h v .. Ulbretoo4 \hat la cu e \be t'h1M Protoul c.-ttatat 
414 .. , e:xc:M4 tb ..-utr ,,. .. 14-t-4 'UIIler the S.coM hotocol. t~ 
S vnU M vlllbc lo coou .... U.. hood Prot-ocol wr..,....t . ft.t t 
... , t!a&t coatlU:rattoa bat t o \ e ch• oa1J to tlle qut Uoa ot vbetbt-r 
tbe til onl4 tup'P-17 u ~ u ,."01 l.t. or tnrot Ulcoa-' ,,.)76 l.f. 
of ttrroohrOM. 

( 

4lor:.c llfl th the probla of t~ U&lltN .. of tU 4o.etth 
tUuauoa, ti-Au vu ttt ptObl .. of -.c~a\M lnh t atockt . llaoe 
tt~ )ti1Dn14C of ·tho Stcoc4 Protocol parlo,, Jract1~~., DO .. of tbt 
ftrro t lllcon or ftrroc~z•~• allocatt 4 to tht 0111 ha4 , ... 11ft ... 
Dttpltt the fact ~hAt nllocattoot ~tre ~tp .. ,t4 lD ftbroarf, atockt 
of ftrto t tltcon aD4 ftrrochroce tottl.t IOI't tb&D flwe aoatb.t fall 
Protocol rt~uir-t"~~<tt, &rul at tht patt ratt of ·~t vwe la.tflohat 
to ••t ttwtnl )'e:vt ~!ppt~ tilth. 

'l"bt Yar P"roducUoA Jot.t( va t "''••blt to taPPl.TliiC tlat VIa 
vUll ULt !trroatUcoe ~ ftrrocbr-.. r t .-et t .. , lfatpltt tt.. t t nlt•t 
t\raia o= US pro,ra=t, pro.t•.a thert vat ••~aaoe th&t ~lltt latta 
fro!~ 4o:auUc CW~tu;Ut WO'IU4 ac:W•U.r ' ' e-•tppot4 t ·o tU osa. a.t 
co.ut4•rsoc \.bot t toeh d.t<s:.aUoa. U •• f t lt that a et>IDltMJ~t ~' 
not to 't't * t ~o u.::~ a.Uouuou of tttla.,. farroaUteOfl or f • TJ"'oo 
elwo• t.o 'tt VSSB \1:1\U .c.'t\&.'1Ha1 U!Uqt W t.&kte plaet. & 
co..t\Mnt .,.., &Aiie, tl:.utfou, onl7 vtth tbt tptciflc v.nUn\.U41QC 
tbat UlooaUont VOI.Il4. ~~~tiD oal7 vtl.tc t \oclr• "'"' u4.11e.t t.o \wo 
•ontht Protocol rt~utre~r.t t. 

, 1'ht 'f'bir4 PJ-otocol r t quett, •• orlcttlall7 ~~allai\h,, .,.., 
tor appr oa.lNttl)' 6€0,000 s.t. ft:J t c,..pwM vttb a Sece.!li ProtKol 
cSQ~~H:Ie~t of 1.4~.42t S.f. toM vn t. S.coot frotoeol Ulinr\u of 
?91.409 1.'!. (Seco:r.d. Protocol (tU•tt'ltt vtrt htt Ula.= tbe cO•lt­
Mnt b.tccu of U U t.rate c.uztaita.at of FotucUon c!u '1.0 excutl ft 'MliOw' •tout . ) 

1l'-.e Sud Dh1t1oa ct tbt v.,. ho4u\loa .,_,., r ·llp0rtt4 t ... t 
pro4uc\loa of tbo qu.a.:.~t t7 nq~. .. te( ¥0014 offer !)() 41t!1CN1U ... 
ta.c• '" for the uptc.ett of cN'boe lr.ctt• Rovtwer, u . vu felt \bat 
t~ TIS aho\lltl cot CQent\. ttatlt \o pl'041loe thlt crc-Ut)' tor tbt 
UISB ~ntll ta.l ttln~ Sov1tt • tcckt vert r.tuctt to a rtet onaltlt J••tl. 
'•t that tll!t, bttv"c. soo.CX'IO s.'f'. an4 660,000 l.t . of t \. .. 1 l'a warlne 
tor•• vore held. ltl vauhoue .. ao4 at ' "'oar• on UISil aecou.ot. Vbilo 
a tov lte••• aotably plpt, wiTt, and r.Jl~~ aattrlalt. aeooont.t for 
,h. Cft&\l r part of u .... ,etoclrt, u-.. ,. lt1clll4t4 . t .. ltlt qu.utlihl of 
pr&e~Uo.tb· ever7 typo et.ttl toelutl4 la ' bt so~h\ Proer•· At t.be 
Awuac• r.ut of UfUnG~ of '~ '"' U ww .l4 r e (lollro at l •tt twl'rl 
ttootb• to ell~! .:.a'• the t tockt . f'lutber . U t M Nl 66,000 I, f. , ., 
:ontt;. n qu .. u4 vert probe ... ':t.e re .. ut wov.1• l~ta'bl7 baYe ..._ 
• 1\t.rtll.r crovt~ of •todte ratt:.u ,.,. • r.-euoa. dace .,._..,. t,..,... 
, .. , t "'tpua;.tt v.re :.wt to,.aucc ....,11' 61,000 I.!. per .oat.L 

• 
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U - · b c:14M., tbwtfOrt , \bat GO Ml'l t.bu 10,000 l , f, ,... 
a ontt of urbo11 st .. l t"u4 10,000 1.!, of a1107 t \ N l (i, ,, a lohl of 
~.000 S,t'\ ptr aonth or 240,000 l,f. for tbrt Third. hotoool 7MI") tihouu 
'bt plac t4 in product.loD until ud, \lllltu t tocte wve re«ucet to a r•toD­
ablt ltYtl, l,t, to approx1aatt 1Y a60,000 l .f . 

Aft.r thla offer vas for.ulat t 4, hove•tr, the 80Y1tt OoYtr~ent 
P~.~.rchallcc C4•.tu lo.n reporhil tbat a u41cal c~ lc Ulll et .. l r~ 
q,ulrv..tot. t hA4 t&ku place u4 that !60,000 S,!, of ra.il s aU accu 10 ,... 
h • vn•t v cntb nad"4 4url~~t: the 'l'hir4 hotocol periOd., l'bt ,...., 
IOC l hM It&t t!;,e At e4 for I'SCODI\Mii.CUOa Of raJ.l....., t U t t rO"" ~ lt.t 
o.,.a.u, 10 racA;~tvM reclOn• o t tbt JorthuB C...eac a a114 Ul.e Z...ttcoa 
Utrai... h '41 t'-:.e4 that toM 1,000 81he Of r &U vq , bad '"' 
coaphtt l7 MllcK d \blt conUaad. alll tN"7 op:~raUou -..¢e U 1._ 
peraU•t that t.ha7 b., r t btii.JH , »rUT attw'&Aet ..,., &inD ~ tbt eo... 
l'hdoa \bat t~ ra.Ut r t qr:utM vou.U ~~ u port.t. t.broucb .utUoMl 
thlppln' !ac1ln1 .. ll>tln.c T4'0Yt4.e4 tor t tul ( L e. VO\Wl ~ •Jport .. 
wUbout a udl.lcUon 1n t~ i,e"10Utl7 plMAM •o•-.a.t of o\hW t \ltl 
hlnc p.rod:uc•4, or 1-Q tLoclc: , 

( 

J :c 

l \ tbov.l4 al.o be oo\.t U...t t \ .. 1 upor-h arbe J'fll7 
.- ••U•t~ upor h WLcc .flcLcu•" ..,.,,.. oo:t• thr .. ur 11 .. u.... 
u\loLpa\M 'b7 IOYh~ r ·tpr .. enta\hu , 

lc Ylt v of the~• two te•eloputnl~ 1t now ttta t ~alt~~17 
tN.t. U wtll be ntetu &J7 to protuce 4u.rl"' tM 1'hlr4 Pro\4col ptr1K 
UJ1'MI't nt er the fUll 710,000 l . t . of t tttl otftrt4. 

z. 'CKDilW.S 

ftlt 'lhlr4 Protocol cb.alul t p.rocr• ""' tub d .u.Uall7 l! f!t,... 
t Dt :fro. tUt o! tl:.t Sec:OII'l4 Protocol. J. _..,. o f t~rtaot 1 t e.a.t IDoo 
cl.u& ta tk• Stc:oDil PJ-otocol wu e oc.t uot troa t l;e ~tnt. l eelUH 
a.oac t.k.e t t vwe: 

U Uuc Br01114e 
PbotPbor'CLt 
~but71 J'bth.abt.t 
Dt.uU'Itl~.tUee 

DLp"-Qtlaalttt 
eouoqlt.: 
Aaao-c1a Cbl:sr14At 
Po\aut~W llt.r&Lt 
Auollla C7u14.t 
C.ntYalll• 
lttuU 
Jut\ID Ptroa:lU 
Stroa\lua Oxalate 
lo41l1tt 
fortua 
Ctrtua 
PohttiWI hlplu.lt 

Ia e44t.Uoc, 
CIODtlhF .. lJ' len thaD 

211) J'iO:Cctli. 
C\XdU1J}£ri-f 

(Short font ) 

1,800 
2, oiOC 
3.!00 
3,000 
1,IQO 
4 ,800 
4,800 
3,600 

3 
fOO 
1~ 
300 .. 
• 3 

18 
1, 800 

a8,746 
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t.ctt~rth4 \0 uu t.hat U.. trSSI vwl4 r.o lor:cer ,_.quirt a croc.t at.~V" 
of a v i .. •v le ty of lta t vl:Jcb b d. bl tl:.rto bM.n orbr .. vAI.tT Ulh 
eatecorr . 

It! eoat r t t\ to tbett o.h .-tou M4 rtJdQcUo• • · ••Y•el ... 
U • t Wl't e44t4, fbe aiiOOOh 4edU~ ln theM U MI ,... to l..,.CI 
tt·•t n e t oh.l (Utlt h7 or ehealcah rt-~-nt,.._ eu•e4N tta. Mt\at 
Llo'lfH ol\d.Ar t!w l.eoc4 Protocol . 

hCto!' \ !o.- CDt or ho HGt o 1\ vat not MUc1pah4 that 
t u-oply o f t~.t qu&fttlUu r t q\lt t tri vill J>:'Ot ut •tl'7 M r10Gt 41tfl0Ultltt . 

~•••r~htlttt, the ch.•ie~• procr,. , .... , to raitt ctr\aln 
pr o'blt111, One • •• tt.. ,,.CI~l .. of 11eart7 o.-.re • ill tb.e •••• or U • • 
t ncluttd t n tht S.con4 Protocol but nO\ 1cclu4t4 lD the Thtr4. OD 
June 30 , 1943, c~ntl4tr&b1t ttockt of •••~r~ ot the ~lcalt oattt.t 
trot t t\4 new r t q\l t t\ uhttd tft thtt coutltr7. hrtber, -..q ~aoo.­
pletd or4trt t Ull n s.ai nH oft the boo.tt. Tbh u tlU'a ll.r br~.bt -up 
t~ ~utiOft oll t o ll'ht \bt:r t h .. t t\Ocb V~· to b t naila."h for 41-
'ter et on. t O docttUo cou a !tl , 1:14 the qu.uttoo • • to wt .. , , .,. fttthll,._ 
tac orftrt ver t to 'be ct.ncellt4.. 

kl'tber pto\lta • • • thst. ot lht~!q pout~t.HU••· ~1111 
t!-A l~olllt hotoeol p.,.t.04 orth t fTa.ctt.c~ o! tt.• d:at.calt "'-lda ..,.., 
w4AI •• aU allh • • • t q¢Tt .... !7 Ju.e .», lJ.a, ~ '70,000 I,!', 
ver t 1:4.14 a t pluh , !~ -.ve';ouu , ad at pc:rt.. !'hh IU U UOa 1..a 
to ~ flQUUoa o t •tbu 1t ..,., 4n!rable to ub coca.u .. a te to 
d tlhtr Ch .. MOU.Ah Of c.t-.-te:al t dltrlq n.e S.ooa4 hotoool pulM 
lnup•eth't ot wh4tlll•r corru po.D41cc U tUnes t oot pl-., 

Ot t .he .. .,_.a.l 1tec~a r•~••tK, lt waa felt t~t, !'roa lbt 
cupp11 l t.M4poln.t, \ht &11011:\ts ~•c1fh4 COial4 'bt proahM h all ca••• 
toc7.et pl ~~e.Aol , Cl7Ctrla• u4 ttllrl alcohol. f lch\ 4-..uo "'""17 •U~ 
t.loat ll&d.e ll l'llottl""7 to rduct ths pb,.nol n tu.u t fro. 13,440 l . f. to 
12,000 1.1'. ll04 u lhlt ttl flra contt~t.nt tor .:17C11lftt (ln tb• a.count 
r 1quutt4) t o a t h aontbt pt r l o4. Dttflc:ntlt.iu l ncl4tal U tbe tra.n ... 
oort ot t lbfl alcohol to port *'• nee: .. •ar7 aaklnc tbh ooa.lt.r..tct cOD-*" 

.il U OI\al ".~,~On t 4thf,•ctorr lU\l!!.C urus•111nte h ln,c vor1Ce6. ou.t. ' 

KOVI'flf . tach chnle:a} Ofhr V&l ead.t Yl\b" t.M .a;prtU llD4U'­
tta.D41~ that allooatlooe ~14 tato plaea on17 • • tho tiock• an4 ehtp-
ptnc eltoat.toa ,,._., to Ju•ttf'7.. ' 

) (I 

) ( 

' [ 
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7. -
fbi reqv.t t t • • for 40.33) S. t. of ra\Mr cOaUJ.N6 Sa 

ur ... h'~• M4 otW n\\u ~~te. U.. ,._ u u ·b r tho a.c:oM 
ho\ooot. 

Oa tba ltwh of c:al~laUou ot lht torvar4 ..,l.T .. roqu-1~ .. 
adh eUuatloa tl'.roqll 1943 ..U 1M4. 1t appau" tlsa\ tho til tOQlt 
Mltl.7 Wl4artab lo turnh b dth qupt.t.tr. Sl:~.ea, bow•.,., \bere 
MMH to \ t a JO•t1\ilttr t.ha.t Uulopao\t 4u.rlQC tho nut half 
'fMZ ..., ~''' -'•aaca oalCNla\lone, 1t. vu fill that tlo.e fhlr4 Pr o­
tocol oo .. lta.o\ eboul4 be llm1tl4 to thl f4rlo4 Jul7 1. 194~ to n .. 
caatt.r 31 1 1$43, vt. ~b lt balftC u~4erct~od \~.at. prior to Daoacbar 31 . 
a oo .. itaaA\ Cor tbt l aet t~t ot tho Prot~col p~rto4 ~14 \ 1 a~ 
aott•tat. 

' ,. ... Regraded Unclassified
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11. IIDOSftUJ. lqJ;JlPMift 

S~eclflC ti~Uit\t fo r 1o4ut \rlal &at rel• t.t I~U~~ .. D\ 
taclu4t4 1.D th 1'bl.r 4 h-otocol ' Prosr .. of l t ctulr- a h ' ~e1U.e4 
br the USSI to U.. til, toc•U.~ wU.b ·urloat nppl ... at., n~th , 
t.o\alt 4 about $,00,000,000 la ~al~. 

11 vu • '-•' .. • ~~owner, that t he U •• co· .. r.S. ~ ell••• 
rtpt t. t Wl't 1et1re4 la d41Uota h h••• ol.od oa oriu \rot oot 
4eltn Tt4 "Orlor t.o Jue )0, l,at). fta.h .... , tha t lh• total MOUat 
of lo.bttf'l~ .M. rela te4 tqul'OIIftlt t. .. lr-' ft.rlD& \M ! hl..N Protocol 
oerlo4 vu anrod•t•l-7 t1,2n,ooo,ooo, r ov.ctal¥ t Jn.ooo.ooo ot 
1q,u1'01MIDt bdnc alrt~ on oN.n for 4dhttJ7 alter Jv.nt JO. 

!bh t l,f7,,000,000 of tqUloMat n qu .. t ll4 f oF the t'b1r4 
Protocol .,...r C!0"9aJ'.cl v Ub at1 ntlMtt d total of t 2'96,000,000 udt 
•~•llablt ~•••••• Ootober 1, 1941 .a4 J~• )0, 19~3. l,e, «uztac 
tb• rtrst •4 ltcoD4 Prot"ol tterlo4t coa\laM. 

AcaJ.at t tllt uqutt·d $1,271.000,000 U ..... hlt \hat • 
co•ttHAt coolt 'tt M4• to alike _..nPt. tli5',CXlO,OOO or ...,..._.., 
"Ore ottUi cw or4en wre for •tel.'!.~.! tTOtl of U•••• ui.S. prodt-4 
n.citlcaUou •• to e'ICJ)elln• atd tdlnt7 •oMt-olu vera accep\a\lt 
to the ~ovrl8tl lDtn•tr.r DlYlt lODI ot the WPI. 

Ia a4~ltlon to the lptcltlc offer of t 456,000,000, tht UISl 
"'' 'i••a the rlCbt to i nolui• lD lt• fhlr4 Protocol ••lactloo• for 
e:moTt ta.eh lacbutri_al lq\ll'jll(l.tDt u bd be•n ,roduc~ 'but oot e.blpJ114 
t'JTior to lae }0, 1,..,. !~ ..ow~.\ of tbh 4«lUloe.eat wae aetl.M.\14 
a t lll«btl-7 aora tta.e tlOO,IJOO,OOO. lvtbr, tt ••• udue too4 tNt 
t.d·o• td-.1 •cp.lt"~Mat U••• vhlc.h lb uua )t.a4 oa onter u of .t._. )0, 
1'''· ht vMc.h " "' .. , 111ctut.a. u ,_ "".ooo.ooo Proc:r- tpM:t· 
tlc.allr o!fen4 "ftl4 lie &llow.t \o coaUa\1111 u.br p1'0411Ctloa d 
WOllli lie ad• •••ll~lt to lb• USSI for laohtloa lll U s t-oaaa,p 
.. ltctloa. !'be altO\LII\ of t~.h eqoo..lOMat "" .. u. ... td. at •• • 
t 70,000,000. fhrue, W\itr t.ht !blT4 Pro~oool t qUlp .. n t ttro«J"• U 
.,.04ard llkel.)' that aHocnher t bout 'f'26,ooo,ooo voul4 be ude 
aYAllable tor • roort to the OISI, 

J.rrM«"''' ' "'' v-.rt alto -..441 for cetttac u:ill'W.,. b4ut trlal 
....._..,.ot ~11 lrl'l for hlhtJ7 atur lue )0, 1~. ta UM Protocol 
ottn. U vat o:ro•JtM Uaat th~ CS Vftl4 coell4n aoc~U.ac cbatlac 
t h '!b1r4 Protocol .,.-rlo4 oM.us tot-allq: aot eon U..... t JOO,OOO,OCO 
for b lln!7 ftri.Ac tM Powth Protoeol p~rlo4.. 

) ( 

r 

ftr.1 la4• trlN 1(\lipMat procr•, llllbta " i w e4 troa all 
.ncln , VM f u aora • lllUou t.ba .Ur 1M rs.r,t or hcoll-4 
Protoool l o lo.,...r, \.o• •• of owWa ol.rc.ttuc .. tiM lt~P.ct 
of \h pJ'OCI'• oa 4oettt1o ptoll'•l .-4 oa llal N \trlah lllllaUOD 
, ,.- l lk•lT io \ • 11•• \Ua -.. \Mt ot Ule procr• ~' '"'• 
Iff• ' a\ \be \-lrli•UC .t U.. l....t. Pro\-oc-ol pulor&. A l arp lW'~ 
of " ' • ..u ... at d.14 ,... \o \e 'PI'~ hat al.r..., '"* •hc:t4 
01 ore- .... JII'Orll1.• for U aM 'kft ...... 1a ....teo tv•• ' 
.ea.hl•l .-4 la pliM ftl ID)..)A .... ·t e of -'--iall. Mul YeTI 1,o 
,d•.-o• 1tarc- of f_.rteaU• ..t Ute -.tartal• r~ fer tht\r 
o-1-.tloa '"" alr•• 1a Qe ~ of coatr• teu. Mor.o-..r. the 
ooe Uloa ot aoet of U.. lahetrlll tnoln& 1A t.be ~cr• up~ve4 
nc:lil ... l• r t baa U4 fo,.l'lJ \e1a t lM CUio Aooor41ftc to J'IDOl'\1 
of M l a4utt7 Dirldoa•, La tJM OM• ot a en•' ..:, tt-••· oot.e\lt, 
•aoh1M t .. h. forctac 'P""" d4 ,.,_n, po.HJ' eq\li,.nt.. or..a ... 
.. , ...,. .. a1 a t e•ll.ae"' tt• •· larrr ~uu .. tlUA tho .. offne4 
oooalt a..• \ 1n Jlr .. h M lt f d d.ca t lAC f ecllltlll W \liD the olll7 
crl\u ioa. 
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a.. fl.Mlll' w0rb4 n.t, 11M all'rulne r~t wu tw 
b,1)6 ' · ' · ot _.noi n cr..S.. _. 15, ,.,,000 .... t .. .,..._._, 

fto ........ .,..s.a al halt oa .,._.. "'7 tlallt, ,_..L­
ftl.tl r laMf U U ta. cou.tra\ell au .. r..ur.t _,. ,-. Wlll wno 
oo....nH.. lt \1M t.U , tbftofor., IJla\ It wolt ut -· -"• " •• 
to .,.,17 tl'6o 6,1" l.t. r•~··· Oa tM ) Mll of ..,.... _" ..,._ 
t.ac tho loou4 ProtMol ,._{o4 u4 tU ,...,ll otMltl• fJI tile 
latu \ 17, a o-.tt .. t .t or ll,ooo I. f. ,.. ... ,.,., 'liP"• 

!bt 4Me'oUt t U.u.Uoa la ,.._... lo -'rallft 71'Mu\t ,.., 
aho 4l f tlo'llt . h wu MUol,,.tM \U. lvlac .U l aUw ,.., of 

19~, ""' -17 19illl •• ..,.~r_ ... owl& ··- "PP17 "' - · ·•••17 
,_, .1 •-1\Mat t or tlt,ooo,ooo, u ecalaot \U .,,500,000 ""'"'' · 
vat, tberotoro, otter.&, 

0. Aftl..fti Ofl .. IWIIIGt 

DvliiC '""' r l.rot - l.ooat. Ptotonl ,.,., ... , .... "' 
••rlt.oet P'fa\ U ttlnlth o la att tlllpUac to ... , WI&~ 
• ••• for MU·tl'leU• 'bo.-t.c-. Ia 111141\l• to U.o ,.....&l 
po'l•• '*'lea k oot Ulo ....._U'J', t. o. l lal\a:U• o • ,...._.'-
t .. UUloe , l~\o ..,uoo of olHl, _.. t..,... ~ ... fit " '­
v ,...., orin• . ltYlot or&a"o pno•Ht pernlla:r ~·- t.a ._. 
._. W:ro for ku'lact o·f a \7;)41 oo\ •crull.T .,....... l a t lllb 
00.\'7, _. ...,. ot.b.tro von for ) Nrbp 1a P"M' ..-., tw 
, ...... ,t_.,, •~ of u. ... 4.1t.tta.l.U•• · 4eU"""' .t 
, ..,., ..,. oe usa ..:.co..t w~ "17 ..u, ~•lac ' ' 1. ... u.. 
t6.ooo.ooo ••lac lh• ru, , ut '"*" ~toool JPO'f loU ..-l.Mt. 

r .. U.• !AiM PI'Ot.oool. lo'lt.ot ,..... .... ,.u ... JIHNA\et 
• _..,. ---~lac to tldr t7 o44 atlUoa 4oU.• (et.• _. ,..., t«n 1). 
h -... t •U t hat 4\ll' l iC U.• ...., ProkMiol ,.._ ob.l~ah wa1• ' ' 
cr .. tlJ l eoreatt4 ".,."" r a to -.la t.e.la"' 1a u. ,._, , a.ww., u 
414 aot , .. l ial.T that lt wult \o po .. l\lo \o ...,lr ._. t._ 
tl,,OOO,OOO all told., l,o. b o all4 ou halt u .. , .-.. ..out ,,.,u .. 
h1h ... Ooto'bor, 19111 u4 J• • JO. 19'-3· l laoo r .. hlU.oee tJ.n..,. 
plao .. oall .. t or 4t l h't17' ot tpptoziaat.ol7 . li,OOO, OCO tt ,..,lap 
.t\w luo )0, 19~). • Ur Ult off.r .-alUot ao .. ,.. r ..-hlUoa t 
OM 'bt M oepto4 4vlac Ulo t'h.lr4 Protocol 'P•r1o4 ulue ,_. et U.o 
n ht...,b c r • cr-hltloos • • ceanu... f'bt w_. ....._u ....... .-lt 
t..., __. HMollaU• • p rortW UM \oar-lap \ t \ o ..-etU•tM _.. 
, , . ....... 01 'ne•· 

.Ut~C~tber. loYlet r.,"tMlaU~t r,..oeett4 2\,000 - IU.a• 
tooh total lac _,o•LNt•lJ' 122&,000,000 la •d•. 

ftao 'foote llbb loa of U.. Ve.r Pro4Ac.Uoa SoUd. rlpOrt• 
\ha t the NGblM tooh e UoaUoa YM r ·ela U H 17 . .. 7 u4 Uta\ l f 
f.cUU.l•• vore tb.e OA17 f~~etor tuoht4 U v0Ql4 be -po .. tne to 
••-ob , .. , tUl • oun\ roc;u .. to4. lo tho e . .. ot prec\La.al17 all 
aamaiM tW"Irt , d.dhtrhl lllflt' l l a.14 \·0 b 1 0\tlniAlllGC or4ert , M1 a..,­
t aoocl t b1 1)1'01'010\ of 'PW\lal tbu\4owt w1\.b1a a thor\ ptrlo4. Ma t ... 
rlala .-4 l tbor, bow .... r, vere tel\ to of ftr ltalta lloa• ao\ otrere4 
\ 7 t ao lllt.l•• · Pleat oallt4 t or • • • •r • r t 4uclioat to aattrlal• allo­
oa \ loot t o \.ht •.ohint tool ta4- t t r.p , .oA for th• pottl\lt oon .. r e toa 
of ~hlftl toot !.olll\lot &D4 l~o.r \o \ht production of oth•r pro-
4ua\ t , l\. • • • ttl\, \bart!ort, t~\ the !b1t4 Protoool oo..l\ ... i 
tbov.l4 b t lUll\~ \0 a S\l&fiU)\11 \.0 4-IU'II.r tuoh lhal a t IIIIU oa 
or41J' •• ~~ Jue )0, 191tJ. t'bh ..-.u t a eo-att•••• tor 1120,000,000, 
•4 voU14 J'tnU. ID Sblptii'Dh epprot:laa-\111 equal to lhot& eat. 4W'lllC 
the \ VU\J'•Oft.l 110a\h P'l'lo4 h\V .. A Oc\o'b.r 1, 1~1 u4 I•• )0, l9i'), 

I . ~ lULL llqf.T~ 

.t.U ..,ta.or, • b all.l.t eoaaltUac: of oao 'lo• tac alll, ... 
taU _. ..... aW, ,_. , .... allle .... -~·t a tU, M4 .. )Ull\. 
• l .U ""'' 4et l?'llt. b o ooet of \he a lz •U-11, tocether vttll .oo.e .... 
.. 1'ht, ..... u .. , ... ,, ... w . 29.000,000. 

tt..11 • W • wn a part of a utallv c tc&l Pl'OC'• ""hit 
t~ tan U£ nhlUI4 t o tlM 01 .neral u ..... t'be 0'1 b4 Mt.,h 4 
• ft'ao.Uoa ot U.o Jrocr•. k t U h.S. kt4 to u Ject the p .. , , ,. .,...n 
11;1~11 of "" 4--te of tlw a-..ue ""1 uput1• , .. ...,~. 

Wb• tho atw ~·qu•t •• nba1U.t4, tht t oeettlo Jrocr• 
••• 1un to n o\ ooa41Uon U..\. M\.ul , r oAocUo11 on Ul ot \hi a.v 
allls r•~••••4 ooQ14 ao\ ' ' \ t ,aa bt for• J~ 1, l,b~ wltbo•\ 
,,rlo.t 1ot erftrt aoa rt•~'~· '-r\bor , aocept .. oe ot tht ••'''' 
oro,.. WOQI4 b .. , leteat l f\1& tht ~'' t bort.,. of orltlcal .._ 
ttrlals. Ia • l ow of ''''' fMtort , l t . .. ~cl414 \ba t oo11 tbt r .Sl 
alll , U.t urCtDl a t t4 toT vhloh ~ , , .. r t 1terat.e4 bJ loYlet l'tprt­
u atat hlt h _,rn.& 1a ..._..Uoe to l t •• .blch wu alrt.., oa 
or4t r tot 4ethtJT at\tr Juo JO, 19\). J.t t.b1 Yal• of tN r a1l 
•Ul ,.. 11uut.-4 at CFoxtaattll' t:n,ooo,ooo aad. u tM cU",..on r 
ot ol4 or4tr• la\o tbt tblr4 Protocol ~rlo4 ..oua\14 ~o _.out 
t 5,ooo.ooo. tbll • •' a e .. uaeat tor t t6,ooo.ooo. 
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!'1M tot.t r•eu•t..t vu ..,..~ • .q t,o,oco.ooo. l•tw... 
'"'' 200 )O'b-.llc •r'"'' · 2,CXIO ~eel,.,..,,,,, )00 _.....,... 
n& to·nr;Uc b_.re, 100 r-ctac .-.111M, .a M,OOO,OOO .. ,.,11 of 
ahMll ... w.e ent-.eat . 

h v•• r"ortd t~t. oa.,t tor oM .,. tw .. , ......... tbt 
Ml roqutt on14 \ e •et; pro'flb& b"r, all ... U•• of aat•rlah 
ut t~brlcaUI.I taolllUn wero'" a,t: a\ \lw ..S.•U• 1 ... 1. llMe,' 
M_,..n, J"e\r.aohH~t va.• coot-lot.& 1a \bt atfootM , ... ,,,,,, , 
vtrUoularl.r l111ofuo .. allooeUoa of •hrlab vu , ......... u 111.,. 
ttl\ \ht\ 4tU••1'7 of aot. .on tbu $)0,000,000, tiM ..," .... '-
•out oa. orhr •• of Jut 30, tbolll4 \t ,...,_., .... Wltc tM ftt.l.nl 
Protocol otrlo4. 

0 . WIU IIWIIIO JqlllJ'IGft 

!he r~utt vet tor 1},000,000. 

n. 'tooh Dhhl• NDI!II'ttlt tMt ......._ ._..,., edet ... 
fer npol.Tl..., Uri• nUn .tr~~CN:at . lewewr, .....,.'-1, allMa&H t.e 
u.. "-'''''7 _,.,. kltc u .. u-.u, r...._. .& &t _. ..-w t.a..a 
U.. ... , .._, •MU .... tor "-..!!' \lie ... 000,000, 

I. IUOIIUO-

at .. trlo ,.... .. , ,....._tea l.Ml...._ t6,a,ooo 1111 ...a 
.. ula& h.taut• (200 otu ) aa4 t6,ooo,ooo of llle&t .tr .. ttac ,...._, 
Clo<lO .. u .). 

( 

f t 

-Z,-

I, UIIOOS IEIUiftut. ICIIJJta't 

Ia tbt t'lslr4 hot-MOl Procr• of lefl'l..lrtMa\1 ...._\ \\e4 _. 
Uao 018, lt. .._, •tu_. O.t Ule l.4tal a.oca1 of ..,..,..u 4tt\J'.,. 
vaUr 1~ IJ of o,... Ul, .,.arloa.a hjattrlal a..'ll1,-a1• . wat 
tl~.ooo.O(J(\, low-YeT, \lie Hh .l ftlu of tbe ..... .,.al ~.,.uftl .. 
u .... rtOVIIt \.t 'laAt.r t.hh ea.l-co'f7, aa n U Mh4 )J Utll rqrooeo~ 
u"'• wu ooul4oran,. cr .. tu. W uaet fiCW"• • Mlac n ,.w.o.ooo 
ecata•t ttto,ooo.ooo. 

la tho uoe of .ott of' \he u ... , 1Aelu!e4 lD tbt epectflo 
to.htd.ult AUICI'aM \0 \'at roqottt 0 110l~l.7 CtKU othtr tbM \rude M-4 
tractor or~••· co-Prtooort , blo~• . e~\trt, r.ae, f'ura.ct tctulp. 
lllltnt, wldlnc oqul'OMnt. an4 Jlbeuaattc tgole, tbt ltf'Of'P'CUn eUv,a.. 
tlOD ot \bt ~artloul.r l~~A\Tltl 1ftYOlYt4 l l .. td ~.b I I \ 0 •tkt 
U .,..,_, ru.tOI'I~ll to ,;rant tbt full .. owah rtctvnte4. IOllltn l', 
tbt ohotn' of orhu toT ••·.,-lola lduatrlal ICLU11)•at• or ~· 
ot.hor tMn tho,. 1Mlud•4 1ft tho tl>fclt1c ocbM'-111 hu htn eo 
orolltlc tbA.t u uoNOu 'bae'tloc W \o be carrl<i4 onr lAto tho 
Tblt"S Protocol '0Ulo4. h ••• tell lha.t tloct thtu o'r4.•• re~re& 
tbt ,,.. uttr1a.h, tM ••• crlUcal c...,onuh, aa4 tll.t ,,., \rp•t 
ot l&bor •• tho ltt•• •~eclf'lt4, eoetlnul&c tb .. ~r ..-.f.oturtrt 
ulMd.tu wn1• Mkt U t.pou l'blt to allov tlae hll ...,., , rtq~&uto4 
to tht c_..,., of ncb ""'' •• tbou •aUou4 aboft vU.Iln..t h•tUac 
• ttrrlflo J.a .at aa tl£1••• eerlts of \ottleaocte. lt ..-.••..-at\r 
wt ftlt .,...,,.,. to ,. • .,..... la ••'- l11-1lMCU ofttJ'lAC'I coa.S.Ur-'17 
ui•r tlle ,. ...... ,.._ _.,, . h ehn14 \ t ootei. ~r. t~t 1• 
vraettetll.7 .at c.Ms• t't~d offerlact etUl ullri lot' ( elhn-h• 
• .... r ill \lilt I cr••"" thaa the total at4e --~h -s..c t~ ""' ' 
ad l.eoa4 Prot+eol t~aT lo4• .-t.Mcl. 

h aloo ebn14 bt utt4 U>-et ta ..UJUoa tt thl '--'.a of 
*] X) 000 000 of 'Y• lw• latutrlal ~weet' ottert4, U~o~T·I w .. •• 
orU; .. ·., Jaao )0. tl)la), ,.pnat.aa:t•17 t 70.noo,ooo or ' .alUU7 
oquloaeat' wbloh beloftCI la tbh ea ttCOf7. 'rho Yar Pro4\IICUO• loar4 
h.,. top'ttA \ha\ thh equll)Mot eball be allowd. to e»aUmwt u4u 
~ro4uotlon ueitr ealetlac r atiac• , ~' v l s.hout caar~''' t~at 4oll•~ 
•r ltt lJI I JtOtll of lho otft1"1l ~\ vlll bo aaA.. 

J. J(IVIJ\ aQ.UIPMII'l' 

Tht us•• uqu• t•4 powu oquipata\ totallac l.J~.* llt.w. 
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b C411De0l\7 u4 .,roxl•.te~ t l'-o,ooo,ooo la •al...ll ta a&4J.U • 
to ~ $1) 1 )01,1?6 of "('d,...t ,.. .. hlU ..... ._t .. u.. a..,_. 
Pros.ocol "'' .. ht .. , 4ollft:re4 .. o.f ~~ 1, l'lt), t'q 0.. 
..... u~-. .. ,~ .. • pvt of l h povu •r:ocr• lo4utrhl \.tUne 
'l'al'M4 ot allnt 82),'I5,000 t• .s41\loa to • - 15.~.10) ..,_ 
• • llftre4 .. of JU, 1. 

ftlo Po-tor Dh hloo or tM War h-od.ucU.oo 1Mr4 Ot'tr a 
'Otrlo4 of .... nil n tkt t tu4h4 &bo :pou l'bUl\7 of \he ' ••no h.L.Qc 
aot. It CM t to tb.e cOAClu.ioo \hat .,aq,u.to h htcaUec o--.ou, 
would. 'bo • •olldle tor tlao nppl7 ot aoot ol Uao oq\\J.PM.Gt t l\her 
!vtoc or lhor\lJ athr \bo oa4 of \lui ftt.lr d. Prot oool otrlo4. 
lvocl!lca.llJ, U teclut lba-t powor oqulpMat to•&lt, 1,195, )26 t.v. 
1ft Ot~J~I.Cit7 1.114 $1)1,..,7 ,000 1D Yal•, toe-thor Vl\b 2),41,,000 Of 
h4uttrl&l 'bou.,. •• oO'Cll.4 'bo aa4o •••U,able 'bJ October, 1911t., 

!'bo Powor Dhllloo h l h u &l7t b took bto accout oo.l7 
tho ouooUoo of a•ollabUU7 of fdrle aUq o.,.cu , , h 4.l4 Mt 
con• l4n tbt 'Pl'oblM of vhuher or DOt tha .-coto.a')' .. hrlalt could. 
'bo •nvU.&. fJM prlllclpal .._h:r1el• hYolY•4 artr tor \be 'PO"tr 

ttlll,pant, _,,,...._h l¥ 71.000 to•• of nul ... t.)OO t ou of o~:r: 
tor the lA4U t1'1el \oller e 2._,000 toao of • •••1 aat I , ... ot o..,.,.: 
o:r for tko Vbole precr• earl•-.:• '7 tbt Pow• Dl't'i d .. , 101,000 toa• 
or ••••1 aa& ~)00 •••• ot e .. ~. 

1......,. of fnr f e e.&or ·o, otttc t ale ot t M Vtrr ht1•UOA 
Jtom felt 1\ .t.h.:th to ne-..1. lM1• toa of h u , .._ 1t.a1t of 
''' rt4U• t M prec:r• la tb t'M~ Pntoctl. "-••• t .. , ..,. werea 

1. ftll.N. Protocol otte:re vue coed4u" ,..,.., . ... 
offtro u4 lh•r• wu coad t nMle tout .. t t *tber 
•re tAM t OM fllt7 er da17 • Ulloa toU v e ot oevl7 
or 4ne4 t q,ll.lpMat cnl4 M\ll&ll¥ h .... ••U.a.h "' 
1.,.. ,0, 19'&: 

2, t_.41ate iDa~~CVaUoo of •...a a 1.rc. • rocr• would. 
l.oon a .. preuv e oa \M al.r•• trl UMl ,.. • hrlah 
t l\u \loa: 

11 In ,the ortcb al 'Procr• ot a.~,.._,, • ..-u .. • t., ,._ 0111, 
oovtr ·~•ljlll~ta' (laclULac b4u tr1a1 \ oUert 1M ..,.1 .... ,.,. 
tltotrloal •'""') ftlu4 a\ fl35,000,000 v .. ,.., ... , ... At 
• ret .t\ ~~ lao,.., .. , 1a Uat h• • 4.tttr >t>4 M4 r ft't•t• of ooet 
M\l .. h t , bownu, \lU• n«Vt n.\ u qa.•atlJ VM :ra1H4 \ 0 .,rod• 
.... 11 lll),ooo,ooo <t ••• 11110,ooo,ooo ,...,_. pt.u

1 
uo,ooo.ooo 

..... 1-.•t U'7 t l Mtrle.al o.,_.t,..at; ..t f.Z),OOO,O(X) 1 .... \rl.al 
\ou..,...). 

). 1-.U..,h l.&t:qvo\102 of tho ;~rocr• vo.l4 U t -. 
to-r _,.rortatel7 fltWt :l ••th• • ll'tlaall.r a U 
f t \rlca tlac t ecUt.Uu c.ap.blo of pro:JuLAtc U tt" 
H\l_l.,.at .. , &lr•.V 't:pokn for' M1 VIOW.4 c ...... 
.-• •tl.r Mrloult ~ tho ablll\7 ot u ••• ...._..., 
to tU. cvt of UA~Gtlc1oa.t.e4 or ...,.,_847 ~. 
I a.,- •1 Karl\ be require ... t... • 

1i. lblO'OlG.C protptch a.ppea.rt;t to be t d • • lo ••~ l\ 
, , .. Wllcdt \bat to lwp a qua:l\1&7 ot t~\li!liMot , 
co~4 ~• llltt4 ..eo lf. lt. vere oro£ueo4. 

tho t oeoltlo r.co.a.ftia\lon ot tb• Yar P~\lo\loo loar4 w•• 
t h \ " t.o\al o: '*7,,000,000 of o.,..,. atd reb\e4 eq,olc-ut. (Pout. 
t vloe tho .. oun, a&1e •••11~1• bttve•o Ooto~•r, 19\1 a.t J~7. 194)) 
bt ottere4 tor 4ellY•f7 4~1a& the !bl r4 ~otoco1 fttrlos. fbl• 
t 75 000 000 vaa to lDClude 4ell.-er1tt -ca.l a• t botb orit r e carrl~ 
on; tr~ tht lecod hotocol ( u \1aa\t4 at 11&,000,000) tAt autv 
order. lo \t ph u4 uS..r tbt 1'blr4 Proto-c-ol ( appToxlaatA17 157,000,000). 
ftlt otter ree~A4t4 'o7 \be Vu Probc\loll lotrd. ,. .. avoront l17 the 
Protocol O..lntt u4 tr·Mul\td. h the so.-tet Go.-erliMat. 

n.o ott.r to 4e.l1'f"lr o-:tl7 115,ooo.oco of oqutOMI\ \tlo:• 
.rue )0 1~ t.lt ••t precl1a4• t!M w n .lb1llt7 ot the usa "'"'" 
~" of • U t ,.,.oir• .atr v q 411r1CC Uat eovee of the t'blri Protxol 
, 1rto4. h vat ~r•to-04 that ...,.._r ~lli.-at onr M1 alton lb 
t 15.000 000 ofttro4 rftl4 • • 1'tC\lhlthoel! f or i el\n1'7 aft.,. J-. )0, 
19" .1.r the .-. ..... u 90e4 I JOO,OOO,OCO •.s:.-ee.:et or~..- allotMat. 

lnt r tllltltu , v ltb tb• rt4-ueUoc tt ""' * s•c•u t.r7 Usa.\ \ht 
• .. oTlc:hallT vo:'tt~ out. 'bt v .. elct l l7 rnh~. t'hh r a lu4 

~~T-o\1 .. ot U t ,,. of olut• vblch the OISI wool4 "' o•nUtct 
• :.. ... .,. 'hth u:!• .,. tb• ' tb.tH. Protocol' ll lo\aut ta4 W.r t M 

0 Or.t , • 
'd?•c• or4er t.Uot~MDt • 

Qf the 1,19,.)25 k.v . e~acl\7 vhlch the Povtr Dl• l • loa 
?tftOP\ t4 ooa14 bt -.4• a• A11tbl•. 554,925 t .v. (18,,781,1~) v•": 
-.de uo of • • •11 pUt (l.o. tllutl, . ,, .. &Jd ~4ro p1aat• ,., "' 

t l'oa 100 k.v . 'o 7.500 k.v .) • ..tl ll\6~· 400 It;:;~=~~.: 
hrct \lftltt ( l .t. •tt• ad hllr·o P u • " tal • 
75,000 k,v.) . 

At tbe , t\loe of \b. aLtA, tb• 4••l~thlllt7 of ltlltlac \bt 
1 b tb oeY..,.ut, b• p.,. • .u-.14 to oder \o tb• ... u .. ,, .. 

t~lMh d c • t t 4 1a tanr of each a lWtaUoo "'' olttt tbof vae u rloul7 eoe• tre • 
t oUwt• • 
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a) th ll&bt uHe Oftl4 H ,_, la\.o .,.,.auoa 1a ,.._ 
OlD oneralMelht ..,.lhr tlaa U.. ~ .th. t'bt UN,..._,. .. 
for f-'rlc.H61 h aot ~-~17 ,..,.,. la U.. ....... U.U 1a 
Us• oUn. ftt U.. tW. r~o4 tor l.ut..U.U• h . lt h totL­
.. tod. t.tt..t lt Wftl6 h l ate S.a 1~ or Mrll' 1,-, -.tore _, of 
\lao ht ll9)' uth wnl4 \ o la oent.eo. Oa t.llo ou.r "-'• 1\ Wft14 
\ o oou l\lt to \tC"1• tatllhiac t.b• l~t Dltt vll~ a f.,. .. u •• 

\) !b.o uthhttt of tho U.,dlt •U• woelt laor-tuo rotber 
tbu 4tor ... u b can tbt hot lu h'oa\ t a.o.ld. .,..1a \o.o-. tb14_. 
1'bt ,..,.,., h \l"'lt , of \U ht.P7 \111lh. 

o) fbo l15h\ \lnltt ooul4 •o. • oro tUll,F ti'MI'OOJ'to4
0 

\o\h 
o••r•• .. oa4 o.-rlen4 toto lutsl-. 

On tbo o\bu b.M4. tho tolloYbc wu ohM aptau 0 lt..t.­
t a\loa atfMUJIC t>f'OwrtMA\ of Ult hrpr pl•ha 

o) lo•1tt f't'pf'tttehth .. hue thb4 \bat vUh to.. • • 
Ulltlo .. \ht 0111 ••-'-• t.U 1a:tcu \l&Ut eo,.. thM Ulo ~lor. ~ 

\) 1 ooat 14tra.bl.T cr .. tu t.v. c..-,ol\7 W!M16 " .. ..,. ... 
,.,. Mll.,. tf nlu Mil "" pou4 of .. tort.l 1a t..N .... o1 tM 
1up ulh (o.,..l.al.ll' t.bt bJ-4ro alto) tbM ta t.M .... of u.. 
-.11. ftlo eo.rodMt• ra.Uo b .. .tollowl 

1-.11 Lo..p -.. Lorco ..... 
•••• - 11.000 ~ u. IW,t ~ U.l 
1.1. t>ft t oo tt .. l 10.1 16.6 22.1 ll.t 
I.V. ,or too ~r ~)1.1 '"·' "'·' m., 

o) 'l'la. ~lor •tu.-at oftoro a 11110h lttl ll.ftln.U 
f abflotUDC t~robl• \bu. t.U llalltor. !hit h hGeuo IMll ll'l•h 
.o-.u vUh. • M7 M4 Martu .. "•• • .,. ... larp pt.au .,. • .,.. 
01 anldaf toolt M4 la tlto))Ua-.att ut Cf'MI'&ll.F re.,..bH tw 
, ..,. or X.lU•• won-. It ~~ppea~"• that u u.. tar.- w t.o •• aot 
~bot4 01 01'4tr tor tho 1:110., •• ....taotvllc ,_....,,, o.,..lt 
of ~l"' n.a.h , .,,,_., will r...S.. 141•. 0. \M o~er tw.& 
tt ~· ••Uer •tt• • • aot nppllM, ._. .. it .,.._, will ,..-..1-F 
, .. - .u .nl.Jath .... ,.,.. 

t) Most of tM JM'Wft' .,.u,.., .. tw ...,.tle& or ,....., .. 
for tM t1111 h of t!N -.lltr 'J'po.. !o U a h \M ..., ,._,. ,...,_ 
"' ,.. ......,,.., ·~• .. • renu 1 .... • • a .._ttatte 1a111: .t w-oe 
s.. u.. _.,, ,_.,. r .. tuu ••• 

( 

•> u~ u.. ._,,.._,loa •t.rp Ol.t .. ' ' ...._ u 
...... u .. vUa. Ul.it MeOei '7Pt Of .,..S.~t. Slut ......... la ...... 
tl• l t ..._.,., ...__,_ ttre. 

~n. utll ~ ,. .... , u. au.&. w .. t P••UMt .a.. 
,...._hltlt atiC of t.a.. t.,...,. •ltt , tbe aau.or ~ .. , ,., ~ 
tlMll.r r ttob.... h h ftl'ftatll' l'tfoN ~. Proolt•t't P'rettotl 
c~,, .. for 4tclt ltl. 

'· ovrr1a AG ddUIIIO fOOLI 

two 4ltUaot \7pot of .._.,.., ""'' oo•oro4 ~ tltlt ,. ... 
IJ'Otot. wbtth totalo4 •11,000,000. O.o ... 11-.11 .. tal ntuac ttolt 
(tl2,700,000)J tbt othtr ...ct• aD4 p,. .. ,,, • • to•~ru.o•t• (t~,eoo,ooo). 

fht utal ou.\tl,aa toolt coothte4 of 4rlllo. , . ._.,.., •Ullac 
cvUon. M4 otlsor o•tU.ac 1-ttoolatatt t01 Mhl wtrttl.., ... hlM toolt. 
Tbt ... \lat. tto'Ot ttt4 "'' h n thaD tbt tOtt.l nppUM 1t1 Juo )0, 
1911). It n or·t .. atM a tr-.eHoa of tho OIIP.Cl\7 of tbt tat .. tl'7 111tlloh. 
O'VTntl.T .. ,. .. to ..-... , tiiOO,ooo,ooo .....t.l.J. It vo• Uaor otno 
ftU. \bat .., to .l,.OOOtOOO o.nl4 \o a.llow4 vl\boat 41ffLnlt,, 

r.o ...,., .-4 pr .. l t l .. 1aotr.aoatt co&tl t t .. of •••~tor 
oau,or • . ,..,, 1 .,.-otr .. tw• • .,_,.. \lock• • .artn-• _..., . oto. 111.o 
..,_, r•••tod. wu al.Mt t UI:H• U• •• \be &fltal ,.....S.tlUoMt , ... 
,.,.... Oot-""'• 19'11 u4 lut, 1,-}, -' vu o1.ot tlMo U... .... t 
•• u..,. .. \tt....a Orct-"«r. 11'1 ... ., .. }0. lCJ)I}. 

Total til c-.,.acl\7 for ti{OJ.pMDt of tllle tno ""' nportt4. to 
\.t t17PHJ:latittl¥ t·12.coo.ooo. loven.r-. there""-"' tl.ft or •ta ... ~ 
bactloc of or4ort u4 ••• or4ers w-ert ttlll o.x._.llc 4tllnrtto • 
Xo,......, \J"'4t rt .... rt4 \7 tAo tiiU 414 DOt co·n:r ttwl •Uro la.1'1at \f7, 
'b•t vert oootlatt4 to a rtlttht~ tn '7Ptt M4. c:..,.,Utt. h vu 
fdi, tUutore, thot tho .u:ia'u ..out 'Wtl.tob the 01 c..U4. ..,. .. 
to "*"17 w.o t },OOO,OOO. 

t. OOiftOL III'IIIUIQ:Ift Allll DITIJG ICADHIID 

lfbt roqv,ott oonrt4 web U••• •• tool ..Urt alorotoOftt , 
o~arator8, loolwtl1 b~ttt tttltrt, o\btr harta.to ltt ttro , oto. 
Do11.-rht '''""• Ooto'ber, 19-.1 .a4 Jut )0, 19li} .-out .. to 
.V,..o:da.attlr 125Q,OOO, or tbout •~•ltblb ot tho -•t n~tt4 
ftrlq U.• f'h1r4 hotoco1 ll•r1o4. 

Ul 11ro4uUoa .,._, utlaatd. at .:Ooat 1}0,000.000 1101' ,..,. 
• .. tltorf)lt \.cttloc of orurt w .. htl4 b.7 all ...., .. .....,., , ftt 
Ullftl'l" wro 'kc'luiac to • ...-. uw ol'4o-n M4 lt ..,.. ttl\ U..i 

Regraded Unclassified



r.s~-.~ ~, 267 
- )0 - ............. ,~ . . 

U t t UUUOO ot 1llor laihe\J7' altJ!t.t. .... fal.rlJ' M-r \:7 U.t ... Of 

lll;lf • ... 
,,..,_ It vu tol\. *"-''" • \Jt.et U.t ,. .... , oo.lt. h •• t.a 

m 
m,JlhiJ:! d~l,lil br~:t 'DU'\ h.o. fl,700,000 cftl4 lilt ..,ue& -.dut a,......, t or 

11 ,000,000), ~TOY14e4 aw or4.tTt , ullklt olt orhu, ""'' fa1rb ur,,~ l ll j w U 4l.tr1Wt64 u '-0 \7pet ad ft!Z'Pll•• · !·l;!inili l' 'I .... l:i!lllt I lj I lif1 ~m •• --Jql71-
11.11-J!1i.l; 1' ... • l . t) 

1'1j,,• ,!'i!'! m11 Ul 
h Vf.t· r tcoplu4 that uatoFtt .. a ~'t"elo,..ott •1-.t lj 1, " i 

ll ··wt crtalt aa urc.at ott4 ta \ht OIJI tor -.~•~••' aot otbt"ltt ~ro- J l l ijJ' !•. 
i l1f1ll jilh •. . I II 'flb4 for ta lbt Protocol, la or4er to teat. cart ot nob ...,.,.Mln, h 'i!Jn.u.:.,J till!. I. 1' w.t ! :el4t4 \bat. lbt ue WOt&U. .-.ol.r ._ \o az,.ooo.CIOO of t qu19-
h l • i . . 

•••l ' "'" u4 ~on tht 1\n.t co .. rt4 -,. 'JitOUto c-.tt. .. at.t. 
i i ~ro•ld-', llovuu. r~''' ...-.tuM w..-. l~ ""~'C"KJ eei 01'o-

'I!!! •1444 tMdftcaUo:.t wnt .cc.,t..-t. t.O t..bllo lift. 

! t ' ! I • " •• 111PI't.IICDII.UT ,_..,.. "W. - CC.Iua.tJO. • ' ' . ' .Uu.r U.t for'Bla Uoa of lhlft Prol-ocol ofttrt , lnh" 

f rnrun\aUnt "Oreu nh4 .,.,-pl .... tU'J' Houu\-t f o-r tH.-ral .U.lUoW !Ill i , I t n.h .... , u .... Inc1'14e4 wtrt a 17'11\bt\lo nib'bw plM\ wocr•, 
l -~b•tcal •lu t t, a ntv ref1at J7 Jlf'OCf'M, and a cord u4 chtrtr •lut, 
II h vat toW a totUU7 to 4t ll \ht cb• loal olantt u4 \be oor4 olatl\, 

b\l\ U~• reouttflfor qa\heUo N\lbtr 'Olu \t u4 fol" 1441\lone.l hlch· I I • • l{t}: oo\tnt reflurltt art tUU Wl4At oont l4tnUoa. It U tbovl4 h • 
I I • 4f0ttt4 to crut \but, la Wolt or t a part , lt vwlA ••• • ~r~ 

all)h a441\ll"a:;::::!L ""'' of \ota. •a.J.u M4 •VDPlT pro'bl ... , • • tbt I I • •tlwt orocr•• 41terat t4 Uo••· 1-
I I 13~ l • l ~ 

J I . ' •u I ! 
lit 

f ! ~ ! 
~ 

' I j i ~ i 
• 
I 

1 J• 
l 1l 1 I ll ! J • 'j l I 

I J l I 1 l 

c ]II 
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-'* ·-~ -- · ._ '-& .... .. -"'-"-.u, .. _.,_..._..._ ... - ·~ .. .. ut'Wot -- ... n.a. ,__ tMl ft.-1. ... 

'·tot "' 
tun .............. ............. .... ... u . ... •.•. ... ..... '.... ... '*"""·'"'· - • -· , • ...... .... ..u .. t•- .... ,......_ 

n.aa c... w.t.t ...,,. •... ..... ,,,1 ... t ,:lOJ ~-·--~"··--... ., 
-~-.............. ·--·~ ........... .. ft .. 1 ..... ..•. ...... .. . ., ,,l, 
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PI\NJ'BR,.ll .. 07 'aL.!OiiJJI 6Ift' 
'r01 aeriou Ellll• ••7, Ollllll&kiaa, CIL1Aa 
DA~I AUauat 21, 194), 4 •·•· 
110 . 1 U6S 

I~ la roquoato4 t hut rotoroaoa bo made ~o ~he tAirt 

p~racr~ph or tolaar.a no. 1487, 4~\•4 Aueuet 17, 10 o, o., 

r roa tho B~baaay, 

'rllo l:abaaay h ro~uoa ttHl t o " all ; 4lor to 4!aorMtly 

• •••rta1D, 1! poaalblo, t ho ~haraotor or tllo purohaaara 

or t he roooa\ largo aalo or oortlClout oa - 1.o., tl) Aaa 

tllo 41atr1b~t1oa fairly e~•r•l k~O£ t he puol1o? or (2 ) 

wore t ho puro.tuo .. a .._4• 111 b I gil orr 101111 ..no tuaiAua 

o1r oloa ond b7 b~a? ~4lor 1• ulao r equoatea t o GiYo 

hia op1a1oa ooaoerA!uc t llo poee1b111~7 t hat knowl aOCo 

or t ho propoa1t1oa (aoo No. 100 5 or Jul y )l t r om t ho 

Doparuoat ) • 1&!1\ aot lin Yo haC ooJ» intluonoo 1n tho 
purobaa lac or tho oort1t1outoa, 

275 

• • • 
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'• COPY 110,_ 

NOT TO BE RETRANSI4ITTIID 

OPl'EL 2?5 

Inforoation r eceived up to 10 A. M. 21st August . 

1. ,*Ak· 2 of H. M. Cruisers with two destroyers sank 
7 Nor ound Landing Craft off Sculea on 18/19, 

2 , AIR OPERATIONS. Regensbum , U,S . crews of REGENSBURG 
Aircraft r eported meeti ng 1$0 anomy aircraft of various typus 
during thoir flight , 37 crm1 of thosu aircraft forced down 
in the Mad , on 17th have been saved by tho Ai r Sea Rescue 
Sc.rvico. .il.Qlb. Escorted 141.tchlllls und l:lostons r espectively 
attacked the Dornier Air Frao!l Factory at Flushing and the 
Roiluoy Centre at Abbeville , 1 IJitcholl ni ssing. 
tuthorn Italy . 18/ll. Heavy bombers attacked Cotrone 

ilwoy Centre and on 9 a total of 86 Liberators and 148 
Fortresses uith a large <>scort of Lightnings dropped a heavy 
tonnogo of boobs on Foggia Railway c~ntro in faco of strong 
Fight or and anti aircraft opposition. 8 bo:lbers and 3 
Li~htnings lost, 31 enecy aircraft reportvd shot down. 51 
L!arauders with escort of 46 Lightnin&s attacked Railuay Centro 
and town of Sapriy. lJitchells 11ith escort of LiGhtnings 
bombed ltlrshalling Yards at Salerno. 
Tunisia , Bizerta , Ref yesterdays Talograo 11 enecy aircraft 
Horo destroyed by Fighters ond A/A fire , 

• . . 

lftll2, About 10 enemy aircraft again attacked Bizer ta . 3 
Ciiimed destroyed by A/A and 2 by Bunufighter , 
~· 18 , allied medium bombers attaclted KDtha Bhaoo Airdrome . 
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HOf to ll RE·11W§l!ITI!D 

~;Ij!;/W sse= · COPY NO._ 

QPT&L NO. 27§ 

,.,...,..._ sa ~t.Ar7 ,..,_ or _.-aUonal .....,t. oOftrl.nc u. 
period 13UI \o 2Ut "-'• 1943, 

1 , NAV.lL 

U O.t\ro)'Ort tnd 2 A/A ohipt ropor\od wiUI ' flRI'l'fZ', •SCIWIIlHORST' 
and 'Ltii'Zal' in ALTi!NFJCIID, ' SCI!EIR1 1-t.ad SWINF.I!tl:m! 18\h, 

l!!l)llEIUIA!S!W! , D\ll'1nc t1Jial Allled 4rin land obJa«ift• in the 

tJ.D..lZZO, t.CSSW am 1'.AORWINA anu. were bombarded by H.L. end u.s. CruUere 
end Deat.royere and H.M. and Dutch Gunboat•• H.U, and Allied lia.rshipa .. 1ntained 

conatant and W\Oppoaed patrol ott Italian Cout, H, U, Sublnl.rJ.Dee unk one ? ,000 

ancl one 2,~ ton Worohantun, t.orpodoocl a ahip ot 6,000 ton,., drovo a tanker 
aahore a.nd ba:Rbarded a Rea1n ,_otory on tM Grtok lla1ftl&nd. Ship.s a.ro being 

ottic1ont.l7 ll»llod ot AOOUSU wber6 r.-r Chilloc Stott or ou Inot.UaUoo 

ia ~07*1. A\ PAIERIIO, Aquoduct.e and lllmio1pall!1AeU'icUy Service worldng 

non.all;y. P1to\y or It.llan labour t or harbour wori<. About 600 eor.mn alld 
600 Itollan oinol •e.re ceptu.rod. at TRAPANI. 

flN.WUii£ r.ww. Eet.i.motod S$ U-boeta at prcaont oper etins in 
A1'U..Nt'IC a not. aero then 6 in INDIAN CX:W, 8 It.allon su.'bmarlnca roportod , • 
available tor bloekedo runn.1nc to FJ.R EAST, ~.o.t AnU..Subcar ine at.tclol:a • 

in 6~ reportod ~ \o nooc 18\h: Nuobcr or att.eclca b)' aboro-botod aircratt -
)0, by carrior borno aircrot\ - 9, b)' -P - 24, SuN: and probobl¥ auolc b7 

aircrc..tt. .. 6, ~ worshipe - ) . Poeaibl,y autlk by aircrett - 1, by Warthip• - 2, 

l'lobobl¥ c!G.oogod by a iront\ - 2. Poso1bl¥ c!G.oogcd. by oircrot\ - 1, 

SHIPfiNtl C.jSUt..LTIIS . Froa Uth to 20th . irlclwtho, 7 ahipe woro 
rcpor\od \orpodood1 Ono U, S, abip (aiii'Jc) 411d a PIUI8J>ion Tlll\ltor (s till onoat) 

ill convey SouUI ot IIElff'OIN)WCD, Ooc Br11.1th ohip suN: in u... 5002'11 A!Lih'TIC, 

2 BriUah obipe t.orpc<loed in tllc !liDL:!l OCEiJ and 2 U.S. abipa (ono arrivod 

and ooc in tow) in tho PACinc. In A.lrorott At toekal l Br1Ueh ahip •• 

oWllc And ·2 d.,..god ( but procooding) in convoy Northwoot ot LISBCII and 1D Ulo 

liF.Drr&RR.A.N'F.All , l Br i tish ehip woe sunk end l 8r1t1sb ond 2 u.s. ships (in 
convoys) erd 1 Dut.ch Ship woro a.ll da.mocod but reached port. 

;:!_mia• Ihzrinc VOok. cndizlB 15th, 8 OCOCI.D COM'oy8 Arrived doat.i.no.t.ioOS 

vith- 1-. lnports in CDim>7 1JI\o Dnitod IJncdca ucclt olllllnc 24UI • 928,000 

.... iJicl..Sing )6),000 nU, 

2, r4nnw 

WlLI· Pinal count prisoners not yot modo, tatl.Dot.od 130,000 
prllooere copt urod inclucU.nc 7 .,OCX> GelQ&n to which l:llllt. 'be a6dod r:;ony thouNnd.a 

Itnll=s capoaicl.ly tz.oa 100o11 Coos\ol D1'riaiona .mo l et\ thdr unit. enol nov 

in plnin oloU>co . CGsunlU••• ldlllld and 'IIOWII!od, cpp....,.,.,.,tol7 30, 000 ot ohich 

2) ,000 Ccracn, loposliblo to Cltico.t.c quantit.)" ot o;mr OGt.ori«l C8J)'t\U'cd . 
Tonka, gune oneS oao.U eros l1o acot tor cd o.U ovor Ialond . Approxinot.cly ono 

t.h1.rd ot Oormon torco cosu.olt1ca o.nd t l7o t.hi.rCSs ovacucto4 t.o J£oinlbnd, 

lULl• ~n D1V1.11ons. Detoll.ocl d.iapol1t.1on Go..roon rorcc1 c.vcel.*4tod 

tz.oa SICILY rcprcacntinc pnrt. of 4 Divioiono UDCcrt41n bu\ sca< probabl¥ a\ 

proac:nt concont.rot.od in too or ItALY. Otbor loections Sout.born ~ Ccnt.rc.l 

ltA.LI eo 1n OP'fEL Mo. 2?0 b\rt. probcbly 1011110 t e ndency roco:n\l,y to rogro~ forces 

tor inerooood protoctJ.on ot nest Cooat. 

IUlBiil• Japonoao hove r o1ntorco4 1.14\liGDAJf . li0\1 t.otol 1,200 troops. 

toac,y o.ctho 1n volleys 8 mlloe NortheAst. ot JiAUNGD~ ubcr o tm.~ucecaeM ot.tcck 
woe DAdo oco.inlt llllod poe1t.1ona an Utb. Scmo 1nd.ica.Uon ot conccnt.re.t.lon 

end ror:IIU'd """""'n\ or - t.roppo l4o\ or ll.llU RIIXZ. Ht&r1!1l Valloy ~. 
lSO Jopcnoae o.nd olcaonte ot Bumcao traitor •l"tll' rcpOrtod 21 ollos Nort.hiiiOst 

ot KAINGJG:AH ond 1'orco ot 200 cnc:ey troops 2 ullcs South ot thb ploco. 

) . AIR Of!8ATIOHS 

!JSM FJ!q!t. ~J.cbt. out or 1,4'18 Sor t1u, 58 oircrott ni•"1ng, 

11<x>117 and ,,..ocaatul ottaclc on I'EDIEJ.'UNDE ~\ol St.Uon -..c na117 bul.ldt..OCI 

eu>d l4raor porUon of hu\tccl - tor pcnnonol dcstroJ'«<, In tuo raJ.4o on 
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WlJJI clc11c.&O VOl")' aovcz-.. WbQl.o Ulml trl.tbou:t 101 ond r.lOI\ 01"001 without w.atcr 
end UcM. Ino!u.o-..l 4cnoac hocvy lncludln& ~4 N~ZA, ISOTTA f'IWIClUKE, 
BRQ..W ltlf'IVW'AJ. end Ck.ncnl. ncct.ric Cc:qlO.ny. t:xccpttonll mmbcr or vorklhops 
O.f IDlll t1n:a dcat.ro70t . RAU dialocotioc coM14orablo. 

Jl!ZW!. Conaidoreblc dtulo.co, dct.olle not. rot known. ~. Vcrr e.eUw 
vcd tor U. S. For1.ro,.oa. Ex\.rciool.y aucco .. M ot.t4ck on lz:s.sERSCK.mt 11.ght.a 
Asocob]¥ tl>.ct.<>ey ct ROO!liSBUI!G in til<> tl>.ct of p<riloknt ottaclt on routo by 
<nt<ll' f4htcro• .. u 6 acln wrl<ahopo ortcotocl (S o<m>rC]¥) t.ocotllcr vlth t1nol 
ooa011bl7 shop. At SCffiEI!fPilRT oo.....U IN1141rlga of r.L1JQEL Ploch<.r o nd l ll8"ll.a£cr 
(Bollbocrlng lfortca) enol Clchtol end Socha (olrorctt cco:pononto) rcccivoc! dl.rcct 
hits , !loin ototlon cn<l rolllng otcclt hcovl]¥ ck.cc&04, Hoo¥7 ottcclul en ol.r-­
tlol.do In Northcm P!WlCE end Loo Count.rloo end on Lo Bourl)<ll. Alrtiol.d, S 
other attooke on elrtiolda in FRIINCE ona Lou CO\!JIItrica by no11oc! toro.otiona ot 
Allied boubora. T':'oll conoontratod lw l cvol attack by Bo.tona on Dcncin Stool 
on4 AlUOJ,'IOnt. "or ke . Sovcro daDO:go. ABBBVILLE Roilnoy Ocnt%'0 tutoo otto.okcd 
oa fiOll oa DORNIER Airtroco Ft:ctory at FLWHDIO. Totol Al11ed oaaualtioe in 
oll thoto oporatiorw - 110 oircr ctt. 

~· l!iah1• li.otivity on 3 mi&hts involvine t.otol or 88 on"'" 
o1rcrott or flhioh l2 voro destr oyed . 2 'fiCl'O oleo ahot clO\m b)' day. 

n.tJ,J., In accond atkck on R<l.E RcUwy ccnt.rca clil-loc.otion ws ogoin 
oonaidorob~Sincc. tell ot SICILY, J.irtiolda end aO&, nU ord rood coa:unlcationa 
1n SO\Itbelm lTALI ~vo been ecasol~sly ottockocl in conaidcrcblo •-t.ro~. 
2 hoavy ott.ol*a on roc;otA ucc aM other o-bjoctivca inol\MScd 6 ooro control ot 
c~OGUona. 

~. .ta t.bc "'usai.a.oa cloao in on liU.PJCOV o.nd prcaa «e:ord:a trcc 
CliD. ~ BRW6K, 1M Gcroon .ill- Force aooca t.<> bo hllinS bock t.<> J.i.rtlclcls 
on tile I !IIUER !roc JOOl!l'ER I'ETRO'IS! to KREUEIICh1JO on4 th<llco "orthur1rclo tbroush 
XOOotOP t.o the llno ot t.bc J:JESNA. thla (.Dtorecd aoYC ot caaont.icl ground 
orgoniaotiona cuat be Mving odvor s·o of1'cots on U,(; oporaUoncl ottieicncy ot 
tlyina W\ita. Tborc 1a r ccaon to t.h1nk t.hot t ho Oorucn Air Force J.a t'ul.ly 
oxt.cn4oc1 a lone the ~'oholo tront trw S~IENSX to t.ho Soo ot Jr2IJV. l.!cln c on­
contra tiona Qro in the Ktu.RXIV ond. BRWGX..st..OW.SJC al"'oa . 

4 . EXTMCJS 1fB(lt PHotOOJtOPHIC hNP IJ~IELLIOEf!'E IWPOR'IS OF AY.IFJ? AIR J.TTJ&KS 

V!I\NilA J!Eif!tAPX. All lar go bulldlnga in STEXR DAIIULI\ lrorka oftcct cd, 
t.-:1o vory lareo !Shope boclly dcoogc<!. . In Alrcr ct\ rorka ono l.DrsG hon.gc.r deatroycxl, 
t..-to othLrtJ bcull¥ do.J.1Dscd . Smo Dircrctt doatroyc:d or dwoscd , c lao tJorlax.n' s 
d\lcl.l..i.tlga and borroclca , One lar go ohop bodl¥ cl.or.csod in Hon10hul to.otory. 

MSII QOWbBit, .. AQUIA REPIN'ERI. Sovoro dcwoac to PUnta, Cru:io Oil 
Dlatillinc Plont dovoat.otod . Crncking Plo.nt and Stobiliaor lnat.ollction be~ 
d:.u:liogcd . 9 ato:rocc. c.n4 at looa-t 9 Proecaa tonko doat.ro)'Od. 

~-RQ#lh. PftCif'fil ard LU'.UJA QAPIA • !hie group hca auttorc4 
c-ona14o·ro ~In JSfRA ... RQ-.:An:.. rct'i.nU7 ho .troport.c.ot. 1'\u'nQcca doatro,.od om 
Lubrloot inS OU Plent &<:.:~. lS t.nnU ot vnrioua t.ypCa dcat.ro)'C<I. 1n 
PII<DflX Rotlneey Bollar houac ....oro!.- W:.cgcd. 4 tan!<o dutroj'Ct . 

m:;; R&fiKEJU· 6 lcr go st.o~£0 to.nkl o.nd ll procua t.t.nka dc.st.ro)'CQ. 

CREpl7bL !IPfiE.R REFINt.~X. 20 etoro.go tctnka ot vol')'i.ne ocpoo1t1ca 
dcotro)'Od. 

STf.l.UA· 8CI,AN PJJQ7DI STilT ION. Plont aovoroly douc&c<', 2 puophoUIOI 
antS 1 atot-480 tonk destroyed. Do.nogc t o ro,Uwy trooke lknd tonk cora ot aovcro.l 
po1nt.t . · 

S. H(li SEC\IBITX 

CivU14n oaauolt.ioa wok c:ndina 18th. KUlocl - 91, aor io-usl)t t;~oundod -
167. 
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COrY tiO. /3 

OPT&!. No . 2'16 

Into~tion received up to 10 h.W., ~2nd AUCU#~• 194). 

l. l!.tll!.l!!. 

On' of H.U. Destroyers which uft& roport.od 1.or1,.,doo4 1n OPTSL 

Mo. 269 lD now lcnot.on to be un~. ?olhh 1ubsrtne on l5Lb t.orpodoed n 

S,OOO \on tank•r ott BJJU and sank or bcd.11 ~ a 6,000 t.on p....3:..c.nccr 

ohip. 

2. AlP. OPE!\I.T!OllS 

l:!li'fEI!!l IT:P~T. 21st . Fiohl.er 1>ocll:era dAII&Ccd a e- t.raln 

and 1) loeor.~ot.ivea 1n rnA:1C£ and BE!A.iiUU t:IJ'\d doat.roycd a JU 88. On.l ns 

loat.. 2bt/,2ntl . 10 IntruderG sent out. - t.'IIO R .. boflt.• deatroyod &nd an 

arncd t.ro.ulor proOOb.ty dcGtroyed off Nort.horn J'lt~\KC~ • 

.l:!Jl!,X. 19th/20th. FOCGIA •!lOin bonbod b,y /,9 \,olllnjitonl 

"Atl1ch dropped ~J t.ona . 'J? other r.elli~ct.ons droppGd 71 t.ono on comunica- ( 

t.1onl 'bet.woon S/.PRI and P/.OLA. 

1.n tM CAS£Rf.A U'<lft and o.t. Bni!V.c:cro eac.s1tt(l contlc!crablo daaf,;c. 

• . .. 

SARDINIA. 20th. LS fl£1>tor -b..ra o1.toe<od Ct.Coi.LUU/IIliiSERPMO 

oirflold. 

Regraded Unclassified
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