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Hl4Jr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Hello. 

November 1, 194) 
10:58 a.m. 

Mr. Crowley 1a out ot the o1ty today. He will be 
baok tomorrow. 

Who'a on the wire? 

Hie secretary. 

Let me taJ.k to her. 

Oo ahead. 

Hello. 

Min BerYl 
Roberta: Hello. 

HMJr: Mr. Morgenthau aoeaking. 

R: Yea, Mr. Morgenthau. 

HMJr: I 1 m Juat back from the Middle Eaat and I 1 m very 
anxioua to aee Mr. Crowley. 

R: Yea. 

HMJr: Can you make an appointmen11 tor him? 

R: 

Hl4Jr: 

R: 

HMJr: 

R: 

Hl4Jr: 

R: 

Surely. Ub hub. 

Well, what I'd lik~ to do ia -- aa I understand 
rrom the paper• Mr. Cox ia h1• General Counsel 
nov, ian ' t be? 

Yee, be 1e. 

Wel l, I'd like to aee Mr. Crowley, Mr. Cox and 
Mr. Lauob Currie. 

Uh huh. 

Now, 1! it would be convenient tor them t o come 
to eee me -- say at 10:00 tomorrow morning 
haa he got an appointment at 10:00? 

No, I don't think eo. He haa --I think he baa 
walt a minute --let me look on my book-- Just a 
aeoond. 

• 

1 
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R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

- 2 -

Well , he doea have one at 10:00 but I think 
that he could change that. 

Well, how long would t hat laet? I can't . ... 

I don't think it would laet more than -- oh, 
fifteen or twenty minutea. 

Sure. 

I thi nk he could be there at 10:}0 if that would 
be .•.• 

Let's say 10:}0 and I think he'd better allow an 
hour and it' a all to do w1 th lend-lease. 

All right. Well, I'll aak him to be there then 
and then I'll confirm it just aa soon as be ge ts 
in. 

It's all lend;leaee. --Yea , air. All right. Well , I'll tel l him that, 
M.r. Morgen tha~; 

And I want to give him the a tory juet ae aoon ae 
I oan give it --get it to him. 

Yea. All right. 

Thank you. 

You're welcome. 

2 

..._ ' 
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GROOP 

Present: Kr. Bell 
Kr. Paul 
llr. Gaston 
llr. Sll.i th 
Mr. White 
Kr. &llUnn 
Kr. Th~~~paon 
Kr. Hau 
Kr. Gamble 
Kr. Blough 
llra. Kloh 

Jouaber 1, 1943 
11:00 a.m. 

H.M.JR: Well, Harry, here i1 a nioe little present 
for you, aerioualy. (Cop7 of a telegram from Koacow, 
No. 1794, dated October 31, 1943, handed to llr. White 
by the Seoretar7. ) 

Will 70u aend a nice meaaage from me to Hull thank.ing 
him today? 

KR. PAUL: I want to talk to 70u about the Argentine 
11tuat1on. 

H.K.JR: Thil il going to be largely social thl1 
aorning. 

KR. PAUL: I do want to ta.Lk with rou about that •oae­
tlae when JOU get around to it. It ie very important. 

H.K.JR: We.Ll, I can go on f'or about half an hour 
without going to aleep. It ia nothing personal, juat Df 
condition, that ia all. , 

Roraan. you took good oare of thing•f 

3 
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}(R. THOYPSON: I was aorr1 not to get ~s. Korgenthau 
&llllJn tl.lle, but JOU moved too fast for us. 

H.M. JR: 'We did thirty- five hundred llilea yeeterday. 

MR. PAUL: How many hou ra 'l 

H.W. J R: Nine and seven - ai xteen - between s i xteen 
and seventeen hours . 

4 

}(R. Vd!U'E: That ia beside what ~~q f r iend did on hi. a "' • 
om. (Laughter) 

llRS. ltLOTl: Harr1 gained weight. 

llR. WliiTE: Oh, sure; I don ' t know how. 

H.M. Jn: The !argest North Af r ican chieftain gave 
Harr1 a birthday party. ~e had danci ng girls, and food 
which you had to eat with your r ight hand. 

}(RS • .IWYl'Z: ihat did you do with your left? 

H.K.JR: Ke\)t it lilte this (puta hand in pocket). The 
chief t r i beaman Ln French W:orooco hu a hundred t housand 
tribesman. He was ver1 nioe. He nihd until Harry' a 
birthday to give hila thia big party. Right? 

KR. 'liJIITE: Practically. 

K.RS. KLOTZ: Was it his birthd"f? 

H. K. JR: It was, but he didn't ltnow it . But it wu 
quite a tbing . Firat you wash your hands ver1 oarlfully, 
and then you do the whole th i n& with your hands - wi th 
thie finger (gesticu!atea). The7 had aquab, ohiokan, and 
vegetables . They gave ua a apoon for the vegetablea. Be 
knew aoaebodf was left•handed. 

Well, Nol'IWI, ia everything i n order? 
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lOt, THOW'Sa. t Yea, air, 

H. l.!.JR: Good, 

Mr. Bell 'i 

5 

MR. BELLI Yr. Byrnea hacl a couple of meeting• while 
you were away on poat-war matters. It atartacl out aa a 
reault of John Blanclforcl'a auggeation that aoaeone oall t he 
nrioUI Departments interested in soldier legislation ..... 
together for di souaaion, particularly the houaing encl. 
!t that meeting the aubjeot of cancellation of contraota 
came up. So Byrnee oallecl another meeti ng on it at which 
time he aaicl that he had taJ.kecl to the Preaiclent about the 
whole poet-war probJ.em, and apparentl7 hacl seen your 
memoranclWR to Roaenman. He aal.d that he didn't want an7 
onr-all comittee at thia t ime, but he had told Byrnea t o 
handle the matter aa the varioua aubjeota came up f rom 
ti 1118 to tilllllo 

Friday of that 11eek I tala d to Byrnea ocaing frCIIl 
Cabinet about the matter, and he aaid that he had aeen 
~oConnell'a memoranda and hie outline of an organisation 
wnich he thoqght waa· the beat j ob that had been done, 
and he thought t hat an organisation would be neceaaary 
later on . He thought for the moment that they had better 
do it juat like he started out, with theae two conferences. 

I have !earned aince that t he Hudget i a after tbe oYer­
all control in aoMwhat the a&llll setup ae we preaented. 

I aaked B7rnea if he didn't want to aee McConnell and 
diaouaa the whole picture and he aaid, "Yea," that he 11ould 
like to aee him Yery much. 

H.li.JR: From the tiM we J.eft until after we were 
out of Puerto Rico, I never aaw an Aaerioan paper. If 
the Viaallinrlon colu1111ista knew how unimportant the7 were 
abroad, I think they would ahriYeJ. up conaiderabJ.J. I t 
waa very good for -r aoul to realise you could live wi 
the destructi ve attitude of Washington. You get aJ.ong 
beauti.t\l.Ll7. 
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.YR. BELL: The Y:cConneJ.l meaorandum .. ppeared in the 
Yla.LJ. Street Journal last weelt. 

)J(R.. PAUL: The exact utup? 

MR. BELL: The exact eetup of the memorandum, taking 
the obiective par t of it, • and the comments and t he, Depart­
mente that were interested, not the memorandum of comment, 
nor the organization chart. 

H.M. JR: Is McConnell atill with ueY 

UR. BELL: Yea. He haen1 t an,.thing tc do, of course, 
and i a do~ on hie farm subject to oall at any time. He 
called me Saturday and aaid he would ait by and wait for 
further ina tructione. 

H.ll.JR: V.hat would fOU think of bringing in McConne.Ll 
to eort of watch some of thie Lend-Lease stuff and eome 
of that? Do you think he would be goodY 

MR. WHITE: I doubt it ; there are too many people on 
i t, too much of a background. 

H.M.JR: They are coming at ten-thirty tomorrow. 

llR. WHITE: 'lie bad a meeting ac.heduled for el even, but 
when I heard you had a ten-thirty - they pushed ua for a 
meeti ng partly becauee of things that had already been die­
cussed, and partly because of the A~, 

B.~.JR: Can we del ay you a half hour? 

llR. WHITE: That i a perfectly all right. I delayed 
until 1 heard from you aa to how long you thought you 
would take. 

B. ll.JR: I think about an hour. 

MB. BELL: That i• perfectly a!l ri ght. 

H.K.JR: I nenr thought they would let ua do thi1 thing. 
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MR. BELL: Well, it ia developing, 10 I want to keep 
u ere on it. 

H.W. JR: Wr. Paul? 

MR. PAUL: Well, I have aeveral things to take up 
with rou. I understand rou read about the debacle of the 
tax bill in !frica. 

H.K. JR: No, I only got that yesterday. 

MR. P.lUL: They are out about two billion dollars 
consisting of about a billion ud a half excises and about 
five hundred thousand corporate taxea. 

H.W. JR: Do you want to stay behind? 

MR. PAUL: I alao want to talk with you at your con~ 
vanience about a verr important problsm, freezing .Argentina, 
a probl~ that has gone to the Prasident. So far he has 
refused t o do anrthing. I think it ia very illlportut ud 
you 1hould know the background ud .bat has happaned becauae 
it aig)lt c0111e up t.ll'l lllCIIIen t . 

H.W.JR: Could Harr7 be brought up-to-date? 

MR. WHITE: I have been, thia morning and lut night. 

MR. P.lUL: He i1 prett7 well up- to-date. I will have 
a a .. orudua for JOU ahortlJ after lunch. 

H.AL. JR: I doubt if I will do much thh afternoon. 

MR. PAUL: Well, there 11 nothing to do t.aediatelJ, 
but I don 1 t wut JOU to get caught wi thout !mowing the 
facta . 

H.K.JR: Well, who doe1 the freesing in the Treaaurf'l 

MR. P.lUL: I did it. We have b .. n taking it up 
with State, and State ie wobbling all around. Hull advi1 

7 
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against it b7 cable trca Moaoow, and the President tinallf 
deoided not to do it tor the aCIIent, but I think hi a deohio~ 
ia Ttl')' auch on the fence. 

HrJ:l.JR: Well1 I will tab it up juat aa 1oon aa I can. 
He won t be baolt; At h out votillg, 70u aee, ao he won't be 
baolt tCDorrow. We will han tiae tCDorrow. 

KR. PAUL: That ia rizbt. Well, it ia important, 
because mont)' ia moTing out all the time. 

H.ll. JR1 Well, wha t oan I do? 

KR. PAUL1 I doll' t think 7ou oan do anytbillg now until 
•om• aore facta deTelop, because Bull baa tlatl7 disagreed 
with the Tl'eaaul')' . We put it up prett7 atronfl7 in a joillt 
aaaorandum tram Stettiniua and ae to the Prea dent. We 
showed the tao~ and since that tiae Dan and Stettiniua 
wrote another .maaorand1111; and the Preaidant, on the baah 
ot the laat aaaorandua, aaid no for the present. 

H.M.JR: What can I do? 

KR. PAUL: I don't thillk 70u can do an)'thillg. I juat 
want fOU to know. 

KR. BELL: I think one iaportant thing h, JOU han to 
watch - fOU are not freesing .lrgentlne funds fo!'IUllJ. 

KR. P.lUL: We released those thie aorning. 

KR. BELL: I n• going to 1a71 )'OU couldn't do that 
nry long. 

H.K.JRt When will 7ou han a ••orancba for ae? 

KR. PAUL1 About two- th1rt7. 

B.K.JR: Will 70u gin it to Kra. Klote.t I aa7 work 
at the houu thia afternoon and aa7 han 70u cc:ae up; it 
70u get it to Kra. Klots, abe oan bring it up • 

.ln)'thing ehe? 
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KR. WHITE: I aa inclined to think we are in the oltar 
on tbie ae !ar ae the recorda are concerned, I gather !raa 
Dan that this originated with the Argentine Ambaaaador1 who 
baa now !lopped oYer. I think i! we can onl1 etand pat--

KR. BELL: You 11ean the American? 

KR. PAUL: Annour h the one. 

KR. BELL: Mr. Prebiech ie out. He ia a Central Banker, 
fOU know. 

B.K. JR: I take it Paul think1 it 11 a good point, I 
would like to know about it. 

KR. PAUL: I think it 11 i.aportant that fOU know what 
baa gone on. Undoubtedly the !iret tiae fOU aee the 
President he will bring lt up. 

B.lL. JR: O.K. 

MR. WHITE: There are a n1.111ber o! tbinga, but the)' can 
all wait. 

H.W.JR: Mr. Blough? 

llR. BLOUGH: The W&fe and Keane Ccaai ttee wae debating 
a !our-cent !irat class postal rate when I lett down there 
a !ew ainutea ago, which indicahe the lenl to which thi.nga 
han gone. 

H.ll.JR: Did fOU !ellowa hear what I eaid !rCIII !!rica 
about pe.Ting !or the •.r now? (General confirmation) 

KR. PAUL: You aia:ht be intertlted to know thh about 
the tax bill, that Fria&T the Calllittee called up Sllith. 
The)' are pltJing up the reduction o! exrandi turee Tel'{ 
atrongl)'. Th•T called hi.a up. He ttlt !ied all mom ng 
and than llarriner Eoolee caae up and teati!ied all afternoon. 
llhan llarriner got through thef eaid the Treuuey people 
were pikera. 
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loiR. GAS'l'ON: llarr iner reoOllllllended thirteen billion, 
eight hundred million. 

H.U.JR: Did ~th tell them how they could get ten 
billion? 

MR. PAUL: Smith wasn't very satisfactory. Be didn' t 
say they could get ten billion. He wouldn't say what they 
could get, but he said whatever it was, it wasn' t enough 
to reduce taxes. He was a very poor witness. 

H.U.JR: Let me say this, after having a chance tv 
think t his thing over; after all, we gave them a good 
recommendation. The fact that they don't take it is their 
fault, and not ours. 

!.IR. PAUL: That ia what annoys them, of course. 

H.K.JR: I read an editorial somewhere--! guess in 
the Washi~on Post. But we gave a good recommendation. 
Now, It t~ wanr-to put through two billion instead of 
ten--

loiR. PAUL: They decided not to do that right off 
the bat. 

H.X.JR: After all, we have done our work. I don't 
personally feel concerned. I don't feel that it I were 
here I could have helped one iota. Do you feel I could 
have helped if I were here? 

10 

KR. PAUL: No, I don't think aJllbod1' could have. I 
don 1 t think there ia a soul that oan do anything no. except 
the President. You couldn't have done a thing i! you had 
been here that I can see. The la'st siritioant development 
waa that th..r put it on the line, ~11 you take two billion 
without ~thing more, or do you want a sales tax added 
to that?" And after consultation with Brrnea and Vinson 
I reported baok that we did not want a s.alea tax. So 
the tax was then defeated, sixteen to eight. 

H.K.JR: The sales tax? 
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KR. PAUL: Yea. 

H.ll. JR: I didn't know that. Well, I han a clear 
ccnecienoe. 

George? 

KR. HAAS: The exceaa r eaerTe pr oblem i a up again. I 

11 

think something baa to be done to proTide more exceaa reaerTea 
i t we are going to hold the existing pattern of rates. Dan 
baa been working on that . 

B.ll . JR: We will ekip 7ou, Sad th. 

KR. OOTH: I han the clippings on the trip; I will 
bring th .. in. Aren ' t 70u aorr)' 7ou akipped ae? 

H.M.JR: I won't know until I aee tbe olippinge. 
(Laughter) 

KR. GAM BLE: I han them in much better shape than 
Kr. Smith baa. The)' are up in r oam 394, ao )'OU can sti ll 
aee th... (Laughter) 

H.ll.JR: Well, tbe hotteet battle we waged waa to get 
en tbe ai r. Get it troa Saith, how clitticult thefude it tor ua. 

KR. GASTON : The7 •••••d it up at this and coneiderablT• 

H.ll . JR: We don't think it wu an accident. 

KR. G!KBLE: We didn ' t han &nT trouble at an)' tiae 
with t he broadcasting campaniea. 

H.M. JR: General Houee, who wae Dtput7 C~der to 
General Eiaenhower, inTi ted ua to eend a aan oTer. I wiah 
7ou would be thinking about it. He hu got to be nr1, nr1 
auoh ot a Rooeenlt New Deale~r juet to llan hill unique 
out there. So fOU might be tJUn.ldng about it. 

KR. WHITE: Were TOU going to send same accountant. 
out t here without walting f or further request? 
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B.W.JR: It would be a further requeat. We ought to 
do acaethiDg about 11nding accountant. to check up on 
.lllGO'I'. General Bolau was to inite Ul to sand out 
accountant.. 

MR. 11!I'I'E: General Holau h going to be kicked 
upataira. 

H.W.JR: You haYe heard that? Where ia he going to 
be kiolted to? 

KR. WHITE: Here, somewhere in the United States. 

H.Y.JR: Well, that is no loas to the war. He ought 
to go back to the State Departlllent. 

MR. BELL: .lre the1 uaing the accountants thef han? 

MR. WHITE: 'l'he1 han sCIIIe; I don' t know how II&Df the1 
are using. 'l'he7 are using aaae acoountante, and thef wel­
comed the idea wholebeartedlf. '!'he{ thought that fOU would 
pick a couple of Jour aen and send h.a out for a couple of 
months. 

MR. BELL: Ju1t ae chillans? We han two good aen 
oYer there. 

H.W.JR: In unifol'll? 

MR. BELL: Bu.ning and Colonel Boannale. 

H.M.JR: What are the7 doing? 

KR. BELL: Banning 1a with Fol•T, and Bonnenle waa 
w1 th the oiYilian utup. 

MR. WHITE: It h aore a oaae of haYing the 'l'l'eaauq 
aathfied w1 th the accounting •1st• the{ had. So enn if 
those fell ows were there, it wouldn't qu te fill the bill. 

MR. GASTCII: s_nning wae a Chief .looountant onr at 
Fars Cr edit. He o .. e OYII' here to the Treaeurf. 

12 
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~ WHITE: Whey were Tery eager t o have you send 
someone. 

13 

B.ll.JR: Well, we will get together after a while, Ted • 

.llR. BELL: Did you tell the :>tcretar y you han a 
conference? 

MR. G.&V:BLE: \e han our national conference nut 
TUesday. 

• B.M.JR: Are you going to introduce them to the 
President? 

llR. G.&V:BIE: We were wait i ng for your return Tueada,f 
and Wednesday, the 9th and lOth. 

H. l!. ~ Tuead11 and Wednead~? 

MR. GJllBLE: )(r. Bell and I are going to New York on 
Friday to meet with half a dose~ of the chai rmen to di e­
cues the national meeting generallJ. 

B.M.JR: I will "e what I oen do, 

liR. G.&V:BLE : Fine, and when you get time to go to rooa 
394, in addition to the con rage, you can get brought up 
to date on eTer,thlng in the mill on War ~onde to the end 
of the ~ar. 

B.K.JR: After I see Paul, which shouldn't take but a 
few minutes, I would like to go up there and see them. 

YR. BELL: I would like to have the bankers come here 
on the 15th &Ill 16th, after this m .. ting. 

H.K.JR: Let'a practice what we preach. Instead of 
lliu KcCathren' a hl~~t; ill tlu autiftg and ahowing lie the 
map which ia JUde neey daJ, let'a han i t in the outside 
office where anybod7 can look at it. (General noda of 
agreement) She can k"P it up- to-date. 

One of tbe thinga which we feel ia that they han 
all theae war rulea - aeoret, aecret - which tha7 juat 
take froa radio, Noboq oen 1ee the11 except about fOUl' 
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o!!ices. Such a t hing u letting a private know how the 
war is going on--oh, no. 

You llight just aa well keep it in the outer ro011. 
Yin lfcCatheran oan keep it up-to-date, it &J11bodT ie 
interested • 

... 
IIISS KLO'l'Z: She gets the stuff !roa the newspaper. 

liR. SULLIVAN: ill of the Arrq o!tioers who were 

14 

engaged in selling bonds to the J.rrq in the Third Ser-
vice COIIIII&Ild are meeting in Baltimore on Wednesda;r. ' ' 
General Connol~ oalled me and tho~ght it might be a 
good sounding boe.rd it 70u wanted to Jake a atatment. 

H.Y.JR: Bo, I don't. 

liR. SOLLIV!N: I told th• I didn't know. He will 
oall JU tomol'l'ow. 

H.K.JR: Waan' t that what we were asked once be!tre? 

liR. SUU.IVAN: I went over last llaroh tor ;rou. 

H.Y.JR: The onl1 thing I have to aa;r which h good 
I said on the airi• ever;rthing alae I have is Cl'iticiBil. 
I don ' t think I'l lllke &JI1 atate•nta. I have said 
all the good thinfa; eveqthing else I have to sa;r h 
!oro the Preaiden or War Departllent crowd. Eveeything 
else I have ia oritioiB!l. 

liR. SUIJ.IV!N: Clifton llaok haa been eending 70u a 
week17 report on the itrioan progru. Do 1011 want to 
continue that on a weekl;r baaia? 

H.Jl.JR: Bo, I don't read it 8.JJ1110re. 

liR. SUlLIVAN: Shall I han thea discontinue it? 

H.lLJR: !ea. 

JIR. SUWV!N: I have been aaked to go to llacon, 
Gtorgla, to pruent an .lr1q fiag on il'miatice Da;r. Ther-e 
will be about 17,000 aplo;reea of the 'larnero-Robina iir 
Depot there. I think Senator Gtoroge asked thea to !mite 
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• .• It is a matter of i.Jidif!erenoe to me , Do you want 
me to go'P 

H.W.JR: That will be good. 

1m. SULLIV.aN : .Ul r ight, I will go. 

H.M,JR: How is the new Colllliu ioner doi.Jig'P 

MR. SULLIVAN: I think he is doing very well over t here. 
lie i s very well liked. lie haa a mind of his owo and inquire• ~· 
i nto things and t aku his work home i.n the enning and reada 
it . lie will get over that, 1 auapeotl But he has l ota of 
pep. 

WR. BELL: For t he present he haa lota ot pep. 

1m. SULLIVAN: lie has pretty good judgment, I think, 
and aome excellent ideas on what to do around the field. 
I think he will be a aucoese. 

Commissioner lielvering i s being eworn in as Judge today 
at Topeka. You might want to telegraph him. 

H.~. JR: 111 r ight. Will you write t hat over mf name, 
pleaae? 

KR. SULLIVAN: Yea. 

MR. Bl.LL: 'lllill you tell the Secretary what happened 
to the Lickert Survey money? 

KR. SULLIVAN: It went boOil. I went up and got approval 
troa Ludlow and Taber. Then whan they got i nto the utter 

before tha Appropriation• Co.ai ttee, the Chairman hluelt 
rai sed so .. objection ae to i t, and the7 were told t hat we 
al ready were goi.ng ahead on i t. 

We had already tranaferred t he 11011e7 to the Labor 
De~artment, and I don 't lmow •h¥ the;r should have done 
thu . Taber sat there and nenr aaid a word. Ludlow 
aaid t hat I had been to eee him and he had approved it 
peraonallf• Taber never, never commented at all. So 
the next morniug when I heard about i t, I oalled Taber 
and aelted hia i t he recalled· having approved it to u, 
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and he said, •There isn't &D1 doubt at all about that.• 

Then we went to see Cannon, and Cannon aaid the 
CCIIIIIIIi ttee ns all out o! hand. Be didn't len ow 1lba t he 
could do; but he would go to work. CharHe Schoe~ 
RS with •· 'le got back to the o!tloe and stuted dictat­
ing a aemorandua to JOU on this, and before we !lnlahed 
dlotating we got a call frOlll the Clerk o! the Caamlttee 
that the Co-tttee had voted and asked the Clerk to call 
.e and ask me to discontinue. 

YR. RllS: I have the other aide; I aean, another 
l)b.aae o! that same story. You had 1111 working with 
Ilurgeaa in New York. The;y went into the whole matter 
ver;y thorougbl;y. I presented the thing to the Cunegie 
Foundation and the Rockefeller Foundation. The;y &abel 
!or a ...,rancl.ua, 'le worked up so.ething. I think it 
ns worth about $250,000; it ns about a a.illion dollar 
job. 

When this happened, the;y got wind o! that up there. 
The Foundations are !earful o! being tied in to scm. 
political fracas. We latt it on an informal status, eo 
there ie no deflnlte turn-down. But it ns turned dOifn 
in!CII'lllllll;y. Thq felt soienti!icall.T that it was .. u 
worth while, but because o! the political illlpllcationa 
the;y didn • t nnt to go ahead. Thia thing ns turned 
down so flat it has practicallT closed the thing tight. 

H.K.JR: I 111 not worried about it. 

YR; TROO'OON: Jlr. Taber ns told the 'lqs and Jleana 
CIJIIIIittee nnted this. 'le are going to su!!er-- I can 
see that--from now on out on Appropriations . 

YR. HllS: It has a political implication. I don't 
know what. 

IIR. SOLLIUN: !he onl.J' political iaplioation h 
that one .-her o! the eo-ittee the afternoon before 
eaid, •Thie ia just a projeot to get aoae jobs !or the 
!aithtal.· 

IIR. WS: I thiJik there ie .ore than that. The 
people oYer in the Labor Depar tment think that the;y don't 
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want the C~ttee to lmow who it fetting the aoneJ, what 
incaae olaaaea could aake politic& capital of it. 

KR. SULLIVAN: Of oourae, the C<aai tt .. lmew that 
the !F of L and the CIO were ver1 muoh interested, and it 
didn't help with thia particular Camalttee. 

H.K. JR: !11 right. Herbert? 

KR. GAST<lt: Mr. Jaaea W. Johnaon'a appoi.ntaent u 
Collector of the Third Diatriot in New York was aade and 
oonfiraed. That ia the colored aan who ia !eaietant 
Collector, and it la on 7our deak to aign. 

The two Senatore !rca Kluouri, Tr1aan and Clark, 
reca.mendad the present !ealatant Collector at St. Louie 
to aucceed Hannagan aa Collector. John and I have talked 
it cnr and found that Hanner.;n1 although he had talked it 
onr w1 th the Senator a! didn t think Tel"f wall of thia 
appointment. The man a not reall7 oaapetent. 

We got a note over from Kcint7re from the President 
aalting it' we shouldn't hurr1 thia thing up and appoint 
thia aan. Wa decided it would not be gooa buaineaa to 
;Lioint hia. We didn' t want hia. And Hannegan cCIIIIlunicated 

t to Truaan and aurpriai ngl1 enough, Truaan 11id, 
"ill right. • The7 will wait a while and a&Jbe find ua a 
better man. 

John aentioned thia apeech on Nov•ber ll, and that 
rtalnded ae that it aeea to ae we aight talk a little 
bit freel1 when occasion offera about the tax situation. 
I don 1 t think we can hurt our poai tlon at all, and I think 
the eeaantial of the situation ia that we reca.aanded a 
non-political program with our e7ea on the nr. Congreu , 
ia taking a political course with ita e7ea on the 1944 
election. I don' t aee whf John ahouldn' t talk a little 
down there about financing the nr and taxation. 

KR. SULLIVAN: I found out thia morning - it ia an 
eight~inute speech. 

JIR. GJ.STCil: Well, JOU oan get aomething dirt7in, in 
an dgbt~nute speech! (Laughter) 

• 
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H • .M. JR: That kind of pute John on the apot. 

MR. SULLIVAN: We.l.l , I 11111 juet wondering bow 11111Cb 
it ie going '\o do for rour bond progru. You hue 
17, 000 people who lin in Senator George' • backyard. He 
lives 1l:i thin twentr- two miles of that town. He has been 
making a lot of etatemanta l atel7, and I would want 
Randolph's opinion as to the technique there. I don't 
know how 11111ch it would hel p the war bond program if we 
rapped tbe Senator down there . 

YR. GASTON 1 Put the people i n a mood for more ta:ree -
that is all! 

H.¥.~: I didn't make the auggeation. .. 
We!l, anJWa;r, I think Herbert haa a good idea. 

MR. G!STON: I ju1t r aised it i n connection with the 
apeech. 

H .~.JR: Herbert, mar I a&)' one thing: I don't t hink 
there waa &D)' Cuatoa~ man there laat night. 

llR. THC~a'Saf : The7 promised IIlii he would be t here. I 
checked on it and the)' aaid he waa on hia ft1• 

H.M. JR: There wu no Custou man there. I think 
you wi.ll find the Cuat0111 - I hope l 111 wrong - doesn't 
haTe somebody there to ex111.lne nery plane that 601111 
in . They are mlaaing an awful lot of merchandise coming 
in . I can't understand why the Cuatom~ a re not there. 

KR. G!STCli 1 We han an agree~~ent, and I think the7 
are a eetinf tbe planes. "• han an agreement with the 
Ullf to le Ul lmow about nery ahip that coMa, ao we 
can han a man t here. !a far aa you are concel'Ded, fOU 

would automatically haYe free entrr. 

H.!i.JR: N9t abon a hund.red dol.lare. 

liR. G!S'l'ON1 Where you han free entry, frudoa 
from examination, it reata with 1our conscience u to 
what rou decl are. 

18 
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H.K.JR: There h gold in thea thar hUla! lhite 
and ~ th will tell rou. Some purcheaea were shown to 
me br people travelling back and forth in Cairo. 

There was an Immiuation man there. Thel'e waa no 
Customs man then last night. I think there should be 
a Cuatou man there twent,-tolll' hoiU'a. I wouldn't relf 
on the Ar1q to let ua know. I think an,:rwhere that 
people come into the United States--Fairbanks, Alaska, 
Waaliington, D. C.-- thel'e should be Cuatou there and 
nobodf should be able to go ashore unleaa he makes a 
declaration. The UIOunt ot stutt the7 bring in h 
unbellenble. 

MR. GiS'l'ON: Ar1q man? 

H.Jl.JR: En17bod7. The particular thing I sa 
referring to 1a two ciTilians. The bora will gin 
their nu.es. We didn't a ale thea. '%'hie II&Jl, Bostick, 
told us what two -men bought in Cairo. 

liR. BEll.: Wouldn't ther nol'll&llf get those at 
l{Lami? 

MR. G.lS'l'ON: lot if ther don't atop. 

MR. BJ.11J.: 'lhat is unusual, hn't it? 

B.K.JR: lo. 

liR. THCIU'SOlf: That ia what thq told 11111, that it 
ft8 UllUaual. 

MR. EITE: •o gets tree ent17, Herbert? 

MR. BD.L: Dipl0111.h. 

MR. <aSTON: We do that tor 101111 emplOfetB ot the 
United Sta tea. 

B.K. JR: Let's say that )lr. Hull and his party ot 
nineteen 0011111 back. I don't see ~ thq ahouldn'~, 
on personal things that thq bu;r in ~scow, P1f duty 
the 01 eYe1'JbOd;r else doea. 

19 
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MR. WHITE: The Diploutic Sel"t'ice haa al~a receind 
tree entey. It atill re~aina, thq ought to decl&re it. 

B. ll. JR: On houae-hold goode. 

MR. GASTCtl: .Ul the foreign diplomats c<Jile in and 
go out wi thout declaring anJthi ng. 

H.M.JR: I am talking about United States citizens. 

llR. GASTON: I'll go into •t hia thing about the 
Washington iirport again. 

H.ll.JR: ind there are IIIJI1 others. Take Fairbenlca, 
.Uaaka, tor instance. The,y co111e in there from Russia. 

MR. GASTON: Do the7? 

B.K. JR: Thq do. 

liR. BKU.: They pick up the planes don't the7--the 
Ruesiane? 

H.ll.JR: Yes, but our people come out ot Russia 
that W81 tr0111 llo scow. 

MR. WHITE: Not in the north in the winter, but I 
think in the IIWIIIIflr. 

H.ll. JR: It has been done. Just han a re-check. 
I don 1 t care--diplou.ta or anybody else. Harriman, when 
he oame in, took great care to lind out . 

MR. GASTON: We looked into that cue and tOUDd 
there n e a man that .. t t he BarrlJaan f!.~e, and we 
also. tound the material which llr. Barr nr;y laudabJ.T 
nnted to deolare was tree ot dut7. 

H.ll.JR: Well, we'll give fOU the name ot two people. 

llR. GiST(!{: Yes. 

H.ll.JR: We han made the suggestion that we han a 
Treasuey Custou agant in Cairo. 

1m. GAS'!Uf: In Ca il"o? 

20 
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H.ll.JR: Yea. 

MR. GJ.STON: The.t would be Tef'1 good. 

MR. WHITE: I thought you were goinjt to use one of 
th~ boya oTer there. Ia there not enougn work? 

H.lo!.JR: The.t' a r ight. 

MR. GJ.STON: We han been haTing a0111e trouble with 
the J.rrq. We han been working with the bualnesa o! 
J.rrq officers' bringing atutf in. 

H.ll.JR: The.re ia plentr of that--on c:urrenor aDd 
neJ7thing. 

MR. GJ.STCil: .lnd not not1f7ing ua. 

H.ll. JR: Oh, no. Wp_l you do that? 

MR. GJ.ST<Ii : Yes, Tef'1 thoroughly. 

H.ll. JR: .lll right. Will llr. Paul and l!r. Slnith 
and Mr. Gaston st-:r, please? 

21 
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November 1, 1943. ~ 

MEMORANDIJI.r 

TO: Secretary Yorgenthau 
FROM: Mr. Gaston 

21 - />-. 

J. Customs inspector wu at the airport last night(J· 4 1~ 
when you arrived. His name is Winnick. He was with 
the Immigration inspector when you went back through the 
waiting room to the field after telephoning and assumed 
that your remark to the Immigration 1nspector was meant 
for both of them. He did not attempt to take your declar­
ation or those of Harry White or Fred Smith because he 
knew that you were all entitled to free entry and had been 
told by Lieutenant Wise, in charge for the A~ Transport 
Command, that he was "not supposed to make any examination" 
of your ba~gage . It was not physically possible for him 
to do so s1nce Army rules forbid him to go on the field and 
your baggage was l oaded directly into the cars from the 
plane. There is a room at the hangar set apart for Customs 
examination and the-agreement with the Army authorities is 
that baggage of those sub)ect to entry will be brought to 
that room. He states that he examined the baggage of all 
members of the crew. 
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LEND-LEiSE 

1. Cessation of Military Lend-Lease to French 
until Dollar Balances reach Lower ~evel. They 
should be treated on same basis aa British. 
(Back thia up with reasons . ) 

2. Re- examination of Lend-Lease to Bri tish areas -­
with the objective of reducing British balances 
aa .uch as feasible toward goal set by President's 
memorandum. · 

(a) Military Lend-Lease to U K should be 
more carefully screened at source. 
Devers pQinta out that Britieh asked 
for 7i000 tank carriers and needed 
only ,000. · 

(b) Lend-Lease of civilian goods to British 
should be re- examined with a view to 
drastic reductions for 3 reasons: 

1 - Cut down balance• 

2 - !void adverse criticisms 

3 - Cessation of practices wherever 
poasible of handling cash reia­
bursables through Lend-Lease 
with a view to reatoring t o 
normal channcela auch non-military 
expor ts ae if permitted by Com­
bined Chiefs of Staff and shipping 
authorities. 
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By what authority and to what fund is char~ed 
the food and supplies shipped to North Afr1oa , 
Sicily and Italy? 

Neither Winant, Murphy or Kirk have received 
any instructions about the new Crowley set-up 
with respect to Lend-Lease. 

5. The question as to whom Lend-Lease should report 
in the field should be settled definitely and 
prOlllptly. 

6 . It was reported by one of the Treasury men that 
Lend-Lease material designed for China is jammed 
up in !ssau and is rotting in the open. This 
should be reported to Crowley. · 

GENERAL NOTES. 

11. 

e. 

Consider possibility of bringing Italian prisoners 
to this country in ships now returning empty. 
They can work as skilled mechanics, and relieve 
farm labor shortage in strategic areas such as 
Los Angeles, San Diego, etc. When soldiers are 
brought back after war, the Italians can be re­
turned in ships. 

MT impression is that there .are entirely too 
many men under SO doing supply work in rear. 
I believe many World War I veterans would be 
glad to volunteer for this service. Women could 
do much of this work, suoh as operating P X stores 
and clerical work in S.O.S . The presence of many 
good American women would aid morale. 
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On publicity, there seems to be much unnecessary 
duplication between O.W.I. and J.rmy Public Rela­
tions . o.w. r. in J.lgiera impressed me as being 
particularly inefficient. 

I would like to put a New Deal bond man in every 
theatre . Recall the Reader 's Digest deal. 

We should open an American branch bank in Egypt. 
Both the King and Alexander Kirk, our Minister, 
agree that this would be a good idea. The King 
is very anxious to work closely with us and to 
cultivate our friendship . He is not so enthusi­
astic about the British. 

I t hink there should be a weekly newsmap which 
could be explained by a competent Army officer 
to our troops . They are not as well informed 
about the war as they might be. This is also 
a good thing to do in large industrial plants. 

13. I think there should be more movies made of front 
line action and of the activities of S.O.S . for 
the folks back home. 

14. Sometime ago Frank Capra made a series of films 
for the Special Service Division which explained 
the war. These were supposed to be training 
filss to educate the soldiers. They do not seem 
to have been shown to most soldiers and the public 
has not seen them at all, It would be very.help­
ful if they could be given wider distribution. 

21-D 
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15. General Clark needs amphibious craft desperately. 

16. In almost every case , the British officers apeak 
disparagil\gly of the Rusaian.a. They expect the 
Russians to quit . General Alexander was one of 
several high officials at one meeting who bet that 
•the Russians would never march into Berlin•. 

17. 

18. 

19. 

20. 

21. 

There are now 250,000 Italian troops in Sardinia, 
and aa fast as troops can be taken out of Corsica 
they are being moved to Sardinia. !t the present 
time there is only food enough there to last until 
November 1 , The troops are not doing anything in 
Sardi.nia . They are being billeted with towns­
people and farmers to alleviate the feeding problem. 

General Giraud has an idea for an expedition. 

I think our policy toward Italy and the Balkans 
that they will be permitted the right to select 
their own f Ol'lll of Government , and Will not han 
any Kings forced upon thea - - ie in need of aore 
emphasis and clarification. There is little 
evidence that this polioy is being followed, 
There is more evidence to indicate that it isn't, 

Robert Murphy and Harold WacKillan have grave 
doubts as to how to proceed in Italy. I question 
whether General Joyoe1 head of the new Commission 
at Brindisi, ia the r1ght lll&n for the job. 

I think it would be wise to have General KcSherry 
return h011e and explain the workings of .illGOT to 
Congress, .illGOT ia a potential source of much 
criticism which can be alleviated if Congreaa 
understands ita functions . 
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22. I recamnend that Treasury send accountanta 
to the North itrlcan theatre to check on 
AMGOT'S accounts. ·General Hughes says these 
may be civilians, which would be preferable to 
having them militarited. 

28. I felt that Poletti, who is handling iMGOT Rear 
in Sicily, and Colonel Hume , who is handling 
.lli:GOT Forward in Italy, are doing good jobs. 
KcSherry is also capable . 

24 . 

25 . 

26. 

27. 

The President's letter to General P&tton waa 
very reassuring to him. 

In Cairo, the irgentine Minister told me that 
the Argentine imoasaador to Vichy had cabled 
his Government to "sit tight" concerning action 
regarding Germany, because something was going 
to happen on November 15 inside Germany. This 
is corroborated by the attached clipping fr~ 
Thursday's Times . · 

De.kar is the dirtiest outfit I have seen since 
I inspected the inti-i ircraft outfit two yeara 
ago in Washington. Possibly as a result, the 
malaria rate ia exceedingly high . Hoapitala 
are inadequate. Pre-fabricated barracks, tihich 
were uaed in two placea before they wer e erected 
at Dakar, afford no protection f rom mosquitoes 
or fr~ the weather. 

The reclamation of internal combustion engines 
in Cairo and of captur ed material in P&lermo 
ia good. 

,, 
• 
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28. Reports from General Hughes show that soldiers 
spend only about 14% of their total pay in the 
countries where they are stationed. This does 
not include expenditures at P X stores, where 
they get their supplies, although thea~ expendi ­
tures are small. Kore than 80~ of their total 
pey goes home in allotments, money orders, or 
war bonds. 

'• 

29. Officers at Goose Bay were presented wit.h 
pictures of the King and Queen of England by 
the British "llho are usi.ng part of their field . 
They have been trying to get a picture of llrs . 
Roosevelt from the A1df;tw match the one of the 
President, but they have had no luck. 

21- c;. 
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TREASURY DEPARTMENT 

WASHINGTON NOV \ 11*1 

HEKORAHDUM FOR THE SECRETARY: 

In view of recent developments highlighting the ~!~-Axis 
character of the present government of Argentina, we been 
working for some time on reo'pening the question of freezing 
Argentina. A substantial amount of backgr ound information 
had been gathered and extensive documentation prepared. The 
following is a summary of events as they transpired: 

Saturdal, October 2f: At about 5 : 30 P. M. Pehle re­
ceived vordrom the Sta e Department that the United States 
Ambassador to Argentina, Norman Armour, had recommended the 
freezing of Argentina. Armour's recommendations are con­
tained in cable No. 2483 of October 20 (Exhibit No. 1) which 
vas received by the Treasury Department about 6:30 Saturday 
night, October 23. ~he matter was prompt l y discussed with 
me by Luxford and Pehle. They pointed out that in view of 
the growing tension between Argentina and the United States 
it was likely that Argentina would start to move assets out 
of this country , particularly cloaked Axis assets. They 
pointed out that Argentina had for some time been trying to 
arrange to t ransfer a substantial part of her $300, 000,000 
in gold now in the United States t o Argentina and that fail­
ing in her attempts to arrange transportat ion by air the 
Central Bank had just effected arrangements whereby $1,250,000 
in gold would be shipped to Argentina on each Argentine ship 
henceforth leaving the United States. Argentina desires to 
make such shipments despite the fact that each shipment will 
cost approximately $56,000 in insu.rance charges alone, plus 
freight and other chargee. 

I promptly call ed Under Secretary Stettinius, vho_wae 
acting in Cordell Hull's absence, and asked for a meet1ng 
on the question before Monday morning. Stettinius arranged 
a meeting in his apartment at 8:45 P. M. Saturday night. 
Stettinius said he would have a couple of hie "boys" there. 
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When Pehle, Luxford, and I arrived we found the following 
group in attendance: 

E. R. St et tinius , Jr. 
Dean Acheson 
Pete Collado 
Phillip Boneal 
Larry Duggan 
John Hooker 
Francie Russell 

23 

plus several other State Depar tment men and William Yandell 
Elliot of W.P.B. We discussed the question for over an hour. 
Stettiniue more or less took the point of view that he vas 
just learning about such matters. All of the other State 
Department r epresentatives vigorously opposed taking any 
action. Dean Acheson vas particularly bitter in opposing 
the Treaeury 1 s proposal. The a rguments of the State Depart­
ment representatives boiled down to the following point e: 

(1) 

(2) 

(3) 

(4) 

Freezing wil l not force out the present 
government of Argentina, but will tend to 
strengthen its position. 

No significant economic warfare objectives 
would be obtained by freezing Argentina. 

The other Latin American Republics might 
feel that the United States was back to 
its old policy of using the "big stick". 

The freezing of Argentina might produce 
retaliatory action by Argentina. 

Stettiniue and I finally decided that a short joint 
memorandum should be sent to the President and that we should 
discuss the matter with him on Monday morning. 

Sunday' October 24: After consulting with me about the 
matter Peh e and Luxford worked with Duggan and Collado of 
State on a statement to the President . Duggan and Collado 

... • 
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indicated that they had discussed the matter further with 
Stettinius that day and that he had outlined in a general 

24 

way the position which State should take. It was clear 
that Collado and Duggan did not take the same ant~onistic 
point of view toward the Treasury's proposal as they had 
taken before discussing the matter privately with Stettinius . 
During the conversations Duggan said that he felt that both 
State and Treasury had taken extreme positions the night 
before ·on an issue where, perhaps, both Departments were 
fundamentally much closer together. For example, be indi­
cated that on the question as to whether freez ing would 
overthrow Ramirez , in hisown mind, the Odds were onlr 1 to ,. 
2 ~ainst it. Co lla.do then agreed and said ".A.s I to d you 
(Larrv Duggan) yesterday, I think that the odds are only 
l.t0-601'. 

Mondaa, October ~: The memorandum (Exhibit No. 2) 
was cl ears with me a with Stettinius early in the morning 
and sent to the President . Stettinius apparently was unable 
to arrange for us to discuss the matter with the President. 

At 3:10 P. M. Stettinius called back. He said that he 
had received a "flashback" from the President who had read 
the memorandum and that the President thought no action 
should be taken thie week , but that the matter should be 
st udied from week to week and that he would like to be kept 
advised . Stettiniue said that the President suggested that 
it might be wise from the standpoint of both State and Treas­
ury to let it leak out that studies along the line of freezing 
Argentina are being undertaken, which would tend to scare 
the present government. Stettinius did not know whether the 
leak would be such a good idea, but said that he thought the 
Treasury position w&a making headway. It was ~reed that we 
would get together at the end of the week or the beginning 
of next week and recanvass the mat~er and I suggested that 
we might find that we were pretty much in agreement by that 
time. · 

Tuesdai October 26: At about 9: 30 A. M., Larry Duggan 
of State carfed Peh! e. He said that he wanted Treasury to 
know that the matter of "leaking" a possible freezing of 
Argentina was a matter for the Treasury. He did not elaborate 

Regraded Unclassified



- 4 -

on this statement, but it was clear that the State Depart­
ment was not adverse to the leak but did not want to become 
too intimately connected with the arrangements. This mat­
ter was then discussed at 12 o'clock in my office with 
Herbert Gaston, Chick Schwarz, Luxford, and Pehle and it 
was decided that Gaston should call Lyle Wilson of the 
United Press (in view of that organization's good Latin 
American coverage) and arrange for the necessary story . 

Pursuant to arrangements made by Mr. Gaston, Luxford, 
Schwarz, and I spoke to Carroll Kenworthy, Latin American 
man for United Press, Tuesday afternoon . I told Kenworthy 
that we were considering freezing Argentina and that he 
might want to write up a story to such effect, with the 
clear understanding that such story could not be attributed 
to any personpresent or to the Treasury . In response to 

25 
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hie request, Luxford and I gave Kenworthy a little of the 
background. He raised the question that he might find him­
self "out on a limb" if the Treasury Department were to 
deny the story if queried by other representatives of the 
press . I advised Kenworthy that the Treasury Department 
would not deny the story but would merely state that the 
Treasury Department had no comment t o make . The background 
information furnished Kenworthy is contained in the clip­
pings (Exhibit No. 3) which appeared in the press the fol­
lowing morning. It was made clear to Kenworthy by Schwarz 
that our release of this story in this manner did not involve 
any interdepartment al jurisdiction dispute . 

After the conversation with Kenworthy a letter, dated 
October 26 (Exhibit No. 4) was received from Mr. Stettiniue 
transmitting a copy of the President's memorandum to him 
dated October 25 . A copy of the reply which I sent to 
Stett iniue is attached. (Exhibit No. 5) . 

The radio commentators at 9 and 11 P. M. referred 
briefly to the fact that the United States Government was 
considering the f reezing of Argentina. 

Wednesday, October 27: There are attached hereto 
copies of the stories suggest ing that the freezing of 
Argentine assets is being considered, which appeared on 
Wednesday in the New York Times, the New York Herald Tribune, 
PM, and the Washington Times-Herald. (Exhibit No. 3). 
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Collado talked to Pehle at 12:20 P. M. Collado indi­
cated that Stettinius was disturbed by the story appearing 
in the Times-Herald. Pehle told him that he was · somewhat 
surprised at this reaction since Duggan of State, the 
previous day, had indicated that the matter of a "leak" was 
one for · the Trea.sury Department . Pehle did not indicate, 
however, whether or not the Treasury Department' had anything 
to do with the stories appearing in the press. Collado said 
that State was checking on the source of the story and vas 
inclined to believe that the story came out of Nev York . 
Col lado was unable to point to any harmful effects from the 
story appearing i n the press. Collado also mentioned a nev 
cable which had been received from Armour, No. 2520 of 
October 25 (Exhibit No. 6). The cable indicates that 
Prebieh of the Central Bank has resigned, the bank board 
has accepted his r esignation, and the Ramirez Government 
is moving in to secure control of the Argentine Central Bank . 

Bonsai called Pehle at 3:00 o'clock and also mentioned 
that Stettinius was somewhat disturbed about the story ap­
pearing in the Times-Herald. 

At ij P. M. Pehle cal l ed Collado and summarized to him 
the unusual Argentine transactions reported to the Treasury 
as follows: 

October 25 - Transferred f rom Argentine accounts: 
(Monday) $50,000 to Venezuela; $125,000 to 

individuals in the United States; 
$120,000 to Uruguay; tot al $295,000 . 

October 26 
(Tuesday) 

- Transf erred from Argentine accounts: 
$~50,000 to Uruguay, of which $350 ,000 
was f rom account of Banco de la 
Provincia. 

October 27 - Transfer red f r om Argentine accounts: 
(up to $ijl0,000 to Uruguay, of which $230,000 
4 P.M.) vas f rom accounts of Banco de l a . 

(Wednesday) Provi ncia and Banco de la Nacion. 

26 
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Thursd~R' October 28: Shortly before 1:00 o ' clock, 
Lang of the ~ev York Federal advised us by telephone t hat 
the Federal bad received instructions from the Argentine 
Central Bank t o receive a total of $16, 250 ,000 for its 
account from various New York banks by order of var ious 
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banks in Buenos Aires, of which $7.500,000 was to be re­
ceived by order of the Banco de 1~ Provincia and $2,000,000 
by order of the Banco de la Nacion. At 1:05 P. M. Pehle 
c~lled Collado of State, and being unable to reach him, 
talked to Bonsai . He described tlie situation to Boneal and 
told Bonsai that as a minimum emergency measure, large 
t ransfer s out of the accounts of Banco de la Provincia and 
Banco de 1~ Nacion should be stoooed. Bonsal seemed to be 
in agreement , but said that be would have t o take the matter 
up with various people in the State Depar tment. Pehle ' 
emphasized to Bonsal the necessity of immedi~te action. At 
1:15 P. M. Pehle called Knoke of t he Federal Reserve Bank 
of New York and discussed the situation wit h him. In order 
to prevent the transfers from being effected and pending a 
clearance from the State Department , Pehle instructed Knoke 
to r efuse to receive funds tendered to the Federal Reserve 
Bank for account of the Banco de la Nacion or Banco de l a 
Provincia, without specific authorit y from the Treasury. 
These inst ructions were confirmed to Mr. Knoke by telegram, 
which w~s despatched at 1:32 P. M. (Exhibit No. 7>. 

At 2:30 Collado called and Pehle brought him up to date 
with respect to developments . Pehle told Collado of the 
action which the Treasury had taken to hold up transfers out 
of the accounts of the Banco de l a Nacion and the Banco de 
1~ Provinci a . Collado called back at 3:05 to s~y that he had 
cleared with Bonsai, Duggan, and Acheson t he Treasury's 
proposal to designate tliese two Argentine banks special 
blocked nationals, and he was waiting to see Stettinius on 
the matter. He also read to Pehle part of a draft of the 
cable to the American Embassy in Buenos Air es advising them 
of such action. Collado then stated that a new cable had 
been received f r om Araour that afternoon urging the tight 
freezing of Argentina and listing the reasons why such action 
should be t aken . Pehle made ar rangements t o go over to 
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State at 5:30 P. M. to read the cable which had not been 
paraphrased . 

At 4:07 P. M. Collado said that be had cleared with 
Stettinius the Treasury's designat ing the two Argentine 
banks special blocked nationals. Stettinius . in approving 
this action, made the following three points: 

{1) He would like to have as little publicity 
as possible . 

{2) He was somewhat concerned lest the action 
cut across the President's "Directive" that 
Argent ina should not be frozen as yet. 
{Collado convinced Stettinius that acting 
with respect to these two banks did not 
violate the President 's "Directive"). 

{3) He wished to have Treasury notified that 
the State Department reserved the r ight to 
ask the Treasury to lift the blocking of 
the two banks if at some point circumstances 
warranted such action. 

The Federal Reserve Bank vas immediately notified by tele­
phone to advise banks holding accounts of t he two Argentine 
banks t hat such banks had been designated special blocked 
nationals and that confirmatory messages would be sent . A 
wire was despatched to all Federal Reserve banks at 4:27 
P. M. announcing the designation of the two banks as special 
blocked nationals. {Exhibit No . 8). 

it 5:30P.M. Luxford and Pehle went t o Collado's office 
at State and read the latest cable from Armour, No . 2530 of 
October 27. {Exhibit No . 9). This cable is worth careful 
r eading . It contains a very st rong statement by Ambassador 
Armour urging the freezing of Argent ina. State also received 
at that time cable Mo. 2526 of October 27. 1943. {Exhibit 
Mo. 10) . 

Collado seemed to be definitely weakening in his opposi­
tion t o t he proposed freezing . He said t hat he vas ar ranging 
a meeting wit h Acheson and others in the Department and would 
call Pehle later in the evening. 
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it 6:45 P. K. a telegram was drafted and sent to all 
Federal Reserve banks (Exliibit No. 11) suggesting that they 

discreetly contact banks and other financial institutions 

handling a substantial volume of Argentine business. The 
Federal Reserve banks were told to ask such financial 
institutions to be on the aler t for any unusual transactions 

involving persons in Argentina. This telegram also re­
quested that in the case of exceptionally important trans­
actions, the financial institution concerned should be 
asked to del ay execution while the Treasury was consulted 
by long distance telephone . 

Pehle talked to Collado again at 8:50 P. K. Collado 
said there had been a meeting in the State Department, at­
tended by Acheson, Duggan, and others , but that there was no 

agreement in the State Department on the issue, some of the 

peopl e favoring the agreement and others still opposing. 
Collado said that while he did not think the issue was too 

important, he now felt "60-40" in favor off.reezing. 
Collado said that the cable from !rmour was recognized as 

a very strong cable. He said that Dean Acheson said that 
11 1f another cable like that was received f rom Armour State 
would be in such a. hole it would never be able to get out. 11 

Collado said that the Treasury was now on very strong 
grounds in proposing the action . He also said that every­
one was in agreement that regardless of the recommendations 

of the State Department the cable must be shown to the 
President the next day. Collado also sa.id that he had re­
ceived a.uthority so that Treasury could clear with him the 

holding up of specific Argentine t ransactions for 24 to 48 
hours, while the matter vas being settled . Collado al so 
said that before Stettinius took the matter up with the 
President he would diseuse it fur ther with the Treasury. 

Friday October ?9: At 12:25 Pehle summarized the 
day' s Argentine transactions up to that time to Bansal of 
State and at 1:15 a complete statement of the transactions 

V&l dictated to Collado of State. Pehle asked that we be 
given clearance if possible by 2: 30 P. M. on stopping such 

transactions . ' At 2:30 P. ' K, Pehle called Collado and was 
able to reach him .at 2:45. Collado said no decision had 
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been made. but that he was seeing Acheson in a few minutes 
and would call back as soon as possible . The t ransactions 
which State was advised of may be summarized as follows: 

(a) $3.100,000 to be transferred from accounts of 
various BA banks to the Central Bank, and 

(b) $1,235,000 to be transferred from various BA 
banks to other countries. (Included in this 
amount was the transfer of $1,000,000 from 
the Central Bank of Argentina t o the Central 
Bank of Sweden.) 

At about 3:00 P. M. we were advised that the National 
City Bank in a telephone conversation with its BA office 
had been informed that the transfers to the Central Bank 
were being made upon instructions of the Central Bank; 
that the BA offi ce of the National City Bank would shortly 
transfer an additional $~.000,000 to the Central Bank; and 
that the BA office of the First National Bank of Boston 
would shortly be ordered to t ransfer $6,000,000 to the 
Central Bank . 

30 

At 3:15 there was a meeting in Mr. Bell's office at­
tended by Bell, Pehle, Luxford, and I at which the entire 
situation was reviewed. During the meeting, at 3:50, Bell 
called Stettinius and brought him up to date . Bell pointed 
out the amount of transfers now pending and observed that 
we were losing ground rapidly. Stettinius said that he had 
received a cable from Cordell Hull supporting the position 
State had taken in opposition to freezing Argentina, but 
Stettinius felt in view of Armour's cables and the Treasury's 
strong recommendations it was necessary to bring the matter 
to the President ' s attention again. Stettinius said he was 
sending a memorandum to the President that afternoon and 
suggested that the Treasury do the same. Stettinius also 
indicated that he agreed to the Treasury's holding up the 
t ransfers totalling $3,100, 000 to the Central Bank and the 
t ransfers t otalling $1,235.000 to tha other countries. 
Instructions were despatched to the New York Federal at 
3:55 P. M. to this effect . 
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A memorandum for the President was promptly drafted 
(Exhibit No . 12) and taken over to Miss Tulley at the White 
House by Pehle at 5:10. Judge Rosenman was waiting in the 
anteroom to see the President and Pehle showed him the cable 
from Armour recommending the freezing. Mr. Bell had asked 
Miss Tulley to hold our memorandum until Stettinius 1 s 
memorandum was received so that the two memoranda could be 
sent to the President together. 

Tulley called Bell at 5: 20 and said that the President 
had approved the State Department ' s memorandum and that the 
Treasury should keep in touch with the State Department on 
t he matter. , .. 

At 5:45 Stettinius called Bell and said that our 
memorandum had been given to the President; that Miss Tulley 
had called him from the President's desk asking where the 
State Department memorandum was; and that State 's memoran­
dum had since also been sent to the President. (Exhibit 
No . 13) . Stett inius said that while in the discussions 
in the State Department during the day part of the State 
Department people had switched over to advocating the 
freezing of Argentina, after a meeting in Acheson ' s office 
t he State Department representatives bad again unanimously 
decided to oppose the freezing. Stettinius said he was 
disappointed in the memorandum which State had prepared and 
sent to the President. 

During Friday afternoon we had also received informally 
from State, a copy of the cable No. 1644 sent to Hull by 
Stettinius on October 24 concerning the proposed freezing 
of Argentina (Exhibit No. 14). This is the cable that 
prompted Hull's cable continuing his opposition to freezing 
Argentina. 

The first gold shipment to Argentina ordered by the 
Central Bank, amounting to $1,250,000, was delivered by 
the Federal Reserve Bank to the rail way express company at 
5:25 P. M. Friday. This shipment is scheduled to be loaded 
on the carrying steamer in New Orleans on November 2 or 
November 3, whichever is the sailing date . The delay in 
shipping this gold from New York was occasioned by a series 
of delays in the sailing date of the vessel and was not 
caused by Treasury action. 
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Saturday, October 3Q: During the morning St ettinius 
called Bell and said a cable had been received from Armour 
indicating that the situation may have eased somewhat, but 
indicating that t he Forei gn Minister had sent for Ambassador 
!rmour and asked why transactions of the two banks were 
being held up . 

At 11:30 Pehie called Collado and brought him up to 
date on Saturday's transactions. He also confirmed that 
we were still holding the transactions f r om Friday which 
Stettinius had authorized Treasury to hol d. Collado said 
that St ettinius was not clear on the fact that he had 
authorized the Treasury to hold up such transactions , but 
he would clear the matter with Stettinius. In the meantime 
we should continue to hold yest erday ' s transactions . With 
respect to the Saturday ' s transactions Collado said he had 

no author ity to authorize the Treasury to hold Saturday ' s 
transactions and consequently such transactions would have 
to go through at t he point when the banks became l egal l y 
liable if they did not effect the transactions. On 

Saturday there was effected the t r ansfer of aPproximately 
$355,000 invol ving the f l ight of Argentine funds to other 
countries, principally Uruguay, and the transfer of $6,000,000 
from various Bi banks to tne Argentine Cent ral Bank. 

Mondal , November 1: Pehl e talked to Collado at 9:15 
A. M. Co! ado said that he had discussed the Argentine 
matter further with Stet tinius and that in view of the 
President ' s approval of the State Department's memorandum, 
Stettinius wanted the Treasury Department to release the 
transact ions held up on Friday. Accordingly, instructions 
were issued to license such transactions. Collado refer red 
t o a number of despatches which had been received !rom the 
Embassy in Buenos Aires indicating some of the bases !or 
its case , on the economic war fare side, for freezing Argentina. 
These despatches have been or ar e being sent t o t he Tr easury 
and will be attached hereto as Exhibit No . 15 • 

With regard to Banco de la Nacion and Banco de la 
Provincia, Col l ado asked for i nformat ion with regard to 
the balances of such banks 1n the United States, the t rans­
actions which they effected, or attempted to effect, during 
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the past week, and similar information for a previous period. 
also requested any adverse information which the Treasury 

;De]partment had with respect to such banks. Pehle told him 
we would get up the requisite information, but suggested 
the Mission in Argentina also be · requested to furnish 

1nto<mat1on on th•••~ 
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TREASURY DEP ARTMEN T 

I N T II OffiC I CO MM U H ICA110 N 

DATE NOV\ • · 
To Secretary Morgenthau 

FROH Randolph Paul 

There is at tached a detailed memorandum covering all of 
the developments in the Argent ine situation, during your ab­
sence , which may be summarized very briefly as follows: 

(1) 

( 2) 

( 3) 

(4) 

(5) 

(6 ) 

(7) 

A strong cable was received from Ambassador Armour 
r ecommending the freezing of Argentina. (See Ex­
hibit No . 1 attached . ) 

A joint memorandum was sent to the President on 
October 25 by State and Treasury. (See Exhibit 
No . 2.) The President in repl y sent a memorandum 
t o Stettinius (Exhibit No . 4 attached) indicating 
that we should keep the matter on our desks to be 
reviewed every week or t wo, and suggesting t he 
possibility of a leak that freezing is being 
studied. 

Such a leak did occur and wae carried in t he press. 
Wednesday , October 27. (See Exhi bit No. 3) . 

Another strong cable was received f rom Armour again 
recommending freezing . (See Exhibit No.9). 

Separat e memoranda were sent to the President on 
Friday , October 29, by State and Treasury. (See 
Exhibits Nos . 12 and 13). The President approved 
the State Department memorandum. 

With State's permission we have specially blocked 
t he twolargest Argent ine banks: Banco de la Nacion 
and Banco de la Provinci a , and prevented them from 
transferring their funds to the Central Bank and to 
banks in Uruguay . 

The Argentine Central Bank is calling in dollars 
held by ot her Argentine banks . These dollars are 
then being converted into gold. 
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(8) The movement of Argentine gold from New York back 
to Argentina has started. The first shipment of 
approximately $1 ,250 ,000 in value left New York 
on Friday and will leave New Orleans on·an 
Argentine boat probably November 2 or 3. 

N 
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PA!W'llllASE OF TELEGRAX 110 , 1789 OF OO'l'OBER 28 li'ROM S!CRE'l'AJIY 
HULL AT MOSCOW TO MR. 81'ETTINIU8: 

I aa in aooord v1th 7our atand and reaaon1ng oonoern-

1nc the 'bloolt1ng ot Argentine aooounta, ae etatect in 70ur 

telecraa t o ae, 

1'h1a aeauge abould ha'le no d1etr1but1on. 

-
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FROM 

TO 

NU~!BER 

DATE 

PARAPHRASE OF TELEGRAM RECEIVED 

AMEMBASSY, BUENOS AIRES 

SECRETARY OF STATE, WASHINGTON, D. C. 

2483 

OCTOBER 20, 1943 

The following is in reference to telegram #1586 of 
October 12 from the Depart ment. 

4? 

I t is the opinion of the Embassy that no useful puroose 
would be served by ad hoc bl ocking action or Proclaimed List 
action against Banco de la ~lacion or Banco de la. Provincia. 
Such action would be a step that would be ineff ective, dis­
turbing, and unwise. Whether or not the time has arrived 
to consider the general blocking of Argentina is the real 
question. 

Evidence which is more than enough t o justify this step 
is contained in the draft statement on the financial position 
of German companies in Argentina and the aid extended to them 
by the Government of Argent ina. This s t atement was submitted 
as an enclosure to despatch fl 2448 of October 19 which was 
forwarded on the same date by courier. Careful consideration, 
however, on a broader basis than economic warfare, must be 
given any contemplated action. Bit t er opposition to the 
present Argentine administration from influential and im­
portant sectors of the Argentine public, including elements 
in the armed services, has been brought about by the letter 
of the Secretary of August 30, together with other events. 
Rather than dispel this opposition through creating a "my 
country right or wrong" reaction , any further action on the 
part of the American Government must help to increase the 
OJ)position. 

• • • 

Despatch fl 2436 of October 19 fully described the thoughts 
of the Embassy with r egard to procedure, but action may be ad­
visable , since events are moving so rapidly, even before 
Washington receives the despatches under r eference . 
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Since we could have no further confidence with resoect 
to the implementation of such control measures as now exist 
in Argentina. action on our par t would be more than justi­
fied if Prebisch is forced out of the Central Bank , as ap­
pears to be inevitable. this occurrence bein~ in addition 
to their resignations of the principal offic1als of the 
Ministry of Finance. It i s the opinion of the Embassy that 
the Argentines would interpret blocking as directed against 
the Government and not against the people and that it would 
have their understanding generally . The Hission therefore 
recommends t hat Argentina be blocked if the bank is inter­
vened or if Prebisch is forced to resign and that the fol­
lowing statement be issued by t he Treasury Department , 
(Paraphrased quote) It was announced today by the Tr easury 
Department that for reasons of continental security and in 
view of recent financial developments in Argentina., execu­
tive order #8389 as amended,had been amended further to 
include Argentina as a foreign country designated in such 
order, effective as of October of the year 1943. (End 
paraphrased quote) 

Reference is made to continental solidarity for the 
express purpose of giving the opportunity for the Argentine 
Government to r equest reasons of the American Government and 
this request, in turn, could' allow the material contained 
in despatch #12448 of October 19 to be used in much the same 
manner as the letter of August 30 from the Secretary. The 
information given in despatch 11226 of October 5 is fully 
substantiated by the material for warded under cover of t hat 
despatch. · 

Since developments in the Central Bank case may be 
expected within t he next forty-eight hours and also since 
the action recommended herein, to be timed properly, should 
be taken immediately following information from the Embassy 
that adverse changes have occurred in the Central Bank, the 
immediate consideration of the Department is requested. 
The Embassy respectfully urges that no action be taken 
until the Department is further advised by the Hiss ion. 

ARMOUR 

• • • 
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Action Prooosed by the Tree> Rur y: 

'i' rcasury pr oryoses tha t ArGentine. be a.dder1 to the 35 
countries <>.1 r ee.dy subj ect to the freezint.~ control. Essentially , 
t;.cse pontrols woul d follm·r the nattern a.lreacly i n effect 1~ith 
n~ercl to Por;u;;al. Soain, S~1e6en :>nc1 Switzerla'ld . Thi s i s 
in eneral •he oro">osa l :::a.de by A:obas::;a.dor Ar:cour . ! !1 vie1~ of 
:.e flexibility of these controls , additional exemotions or 

restrictions can be added as cesi rabl e. · 

Treasury De~art~e~t ' s Position: 

• . -

The Treasar y, on econo~ic 1;erfare: c rounds , has reoeat edly 
arl ec1 that the freezinr: control be extendeci. to Argentina--as it 
.1as been to the neutrco.l countr ies in Euroue . Arf,'ent i na is 
recor;nized a.s t he base from ~rhich t he Axis conduct s its financial 
operations throughout the 'llest ern Hemisnher e . On pol i tical 
, rounds , t he Stat e De•)ar tment and .-mb3Roudor ' rc.:>ur have 
c·n~:~ctc. tly O!J!l"sed freezi ng Arr;entina. H01·1ever, last Wednesday, 
Allbn ssa.d0r Ar ,.our recomrr.ended t he free zinc of Argent ina, sts.t in[': 
in his cabl e : 

"':'he Secret a ry ' s letter of Aurust 30. top,ether v·ith other 
events, has brou&ht about bitter o~?osition to the ">resent 
Ar•·entine ad:ni nistration from i:t~ortant and influentie> l 
sectors of the Argentine oublic , incluC:.i nr; el e:nents in 
the a rmee services . Any ~ur~her action on the uart of the 
A_erican Govern=ent ~ust hel u t o increase this oooosition 
rather than dis">el it t hrouch creat ing a ' n:y count ry rifht 
or wrong ' r eaction.... The Embassy bel i eves that bl oc:ting 
would be .inter pr eted i n Argentina as c'irected against t he 
Government and not ~ainst the peo-,lc rncl Noul d be gener­
ally understood ." 

The f reezint; of Argentina at th i s tiL1e is the natural f ollow-u"? 
~o Secr etary Hul l ' s letter to For ei gn JHnister Storni on Lenci­
Lease end your criticism of the c l osing of the J e\Iish news­
"'<'-1lers . Any delay i n acting not only iv<'s Argentina a chance 
to ~ove substantial assets out of the United States but oay 
2fford the pr esent pr o-Axis govern~ent ti~e to st rengt hen its 
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i ion . .'n<.~e the oresent overn ... ent t;i~ht very well go throu h 
.f • ~1 ons of bre~in(; ~·ith the A>:ic, \·'~11cu ~;oulC. nave no real 

:!'ftct "tnC;r ~~:-n ta bolster the Ra.i rez p.over11; .. ent . A dranatic 
1 by JS at t•1is ti:ue snould c rysta.ll i ze the opposition and 
.1t t,ive Arf,entina a genui nely pro-Allied governnent . 

State Ue~artment 1 s Posit i on : 

I. The State Depar tment continues to opoose this prouosal. 
y )\l o.eclineci to a"Jorove last year , ')rimarily because l·le 

eli eve it 1·1ill rct e> r c' , re ther than hasten , ? chcnre of rovern­
cnt . ·r-1e Trea r-ury 1 s prooosC~.l , al thout;h sur ·ested on econor.Jic 
rfcrc rouncs , ;1co s as <> _aJ or our oose tne poli tica 1 obJect i vc ... 

f u1lsettin, tr.e ? r esent Ar[:entine overn. ent . I n the Je,art- • 
.£nt 1 s JUd .en:. . contrary to t he vie~;s of A!l!bassaC.or Ar .our , 
t ie • ore li!:ely that bloc;:i n: Argentina would stren&then the 
rip of the 'Jresent governcent . Beccuse of the sensitiveness 

o! Arrentines to outside ur essure, the rov.exnment undoubtedly 
· ulc a )'Jte>l to a ll Ar gentines to 11c:efend 11-t''ileir country ar;;;oinst 

ited States i nvasion of Argent ine sovereignt y . Past ex'ler­
vith Arrent ina indicates that this type of flag-~·aving 

rour.es oo"'>ular oatriotic fe r vor . \•/e believe i n t his case t he 
ro1·1inp: ooryosi tion to the goverm1ent 1·1oul cl i)e t em,ora.rily 

fused if nat c:ivided . 

II. 1'/e consider t he nr ooosa.l 1·1ould not Girectly attain 
,vr tr-.nt econo;nic 1~arfare obJectives . 

II I. Tne proposal runs the risk of ( a ) frighteninf the 
~ .. er A .• erican r epublics , because t hey would fir;ur e that if the 
·itet Stetes used st rong-a.r :: tactics ~ainst Arrentina it 

.i .. t do the same t o them; a11d ( b) !>roducint: Ar[ent ine retalia ­
ry P.ction ~rhich ... ig;'lt endanger United Nat i ons orocur e ent af 

:.~cr. vitally needed n:aterial s as zinc , ilides a:'lC: f oodstuffs and 
eo >e rdize t he adve.nta.geous arran.;e~ents under •:!ilich t he 
, e 1tine ~.erchant :cari ne ca rries t o the United States a. mini:nurn 

)f 1•.() , ) 0 tons a .uonth of ca.rgo sel ectcc'l. by us . 

IV . The Argentine political pot is seething . The 
versities are n01·1 on strike and a.t tem;t s a re being made a t 

t nis r.lO:~en t t o organize a 1;ener a l stri ke Hi th ti1e s>ecific 
:lOJ ect i ve of over tiuowi nr t he rovern .. 1ent . \'/e recommend . tha~ 

bentina be left to stew in it s own JUice a t least untll tne 
resent confused ... oveL.ents te.ke fo rm. 

( Si ·ned) Rcndol ryh P:-ul 

(SignedJ E. R. Stettini us, J r. 
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!JJ..m~~4 Jlirml~ 
OCT 27 1!M9 

~rgentine Fund· 
Freeze Studied 

t11'llltd Statu Oo\'trnmtnt. otrl• 
elals .n eonaldennc the freednc 
01 Arct:nU.ne ered.l\1 tn thlt C'CNil" j 

li'J. the unttnt Prta learned Ja.c 
nt&ht.. 

SUeh a fret'U. if C'a.rrted OUI. 
-ould be' .sunlla.r U» tht trnLrnen\ 
t1vm. the AJ:ls na.ttoM. the AJ:li­
OttUPkd cau:ntrtn. &nd an ruu 
MUlnlS UC'tPC. Arw:enti.n.& and\ 
narbr. I 

It •oulel atfl'l to rontrol the 
mO\"tment ot runda In and Ol.iL or 
the United States whlfh dlrtc\IY 
or indlrecU)' m11ht. bendiL th41 
Axl, . 

Thus It • ·ould be a mo\'e baal(alb 
a~~:ahut Germany, Japan anel their 
&MOclatu nther than aL Arat n· 
Una. Nt\'trthelea.s. aurh a mt&l· 
ure would Ttflf'Ct. WaM!tnaton 
orrlttal$' dlP&Uifae\.101\ with lhe 
etr~U"tnHl ot AtJenllnt ton• 
Lrob 0\"tT cffdJ\.1 Whk.h are In 
hand.l etLhn oawnl.r rntndlr t.o 
\be Axil, or undt.r "'bllnd name~ .. 
1.0 aid thf' A.ab.. 

Jtr.·potted:l1. Onmam and f'\'f'n 
some hlah Fn·nchmtn &MOCl&.lt'CI 

.-llh the V~hy l~tmmtnl bav• 
\lSitd Araenlina u a baM for 
Cin&-ndaJ transaC'Uon.t tn tM Wttt.­
tm Htmts:Phtrt. One tnfonntd 
ptrson. u.ld funds art Ptr M IUtd 

lo .t••v• A.rttntln- w~r • " f'D• 
"'"lh' rf'At'h •h" Bank t1f Or,.'<irn 

• • • 

·-· 
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U. S. Conside~s 
treeziJ•g Fum~s 
Of Argentina 
Step Woultl Gl vr Control 

of Cr<'clit• 'n••t ~ll~ht 
Aid Rtic·h or J upatl 

WASIIINOTON, Oc-t 21 •UP ) ,-
Umkd Stau. ronrnmrnt. ome~alt 
are eon.aiduanc the frenlnt of 
Ara:entine credHa In tina COU.n\17,1 
~ UrutH Prus tu.mH ton.Jcht. 

"'Sut.h a frHU, It n.n1H out. 
W'OUikl ~ slmda.r to lhe tru t.mtnt 
C'l'fen to f\lncb of tM A•LI nat~ 
the AxlS·«CUPitd ~ldtt and 
all full rwutrats t:Xc:tP\ Arr tnUna 
and T\ak~y. JL•ouJd 11m to con­
trol the moYtmtnt ot fund.l Jn a.nd 
out. ot the Unit~ 8\ltu • hleh 
dir«Uy or lndlr«ll)' mlt ht btntlh 
the A.xb. 

Thu.s 11 would be a move bu:lcally 
acainn Oermany, Japan and thflr 
~latt-.s rather than aralnat. Ar· 
aenuna. Nt"vrrthelf'N, auch a 
measure • ·ould renec:t Wathlna~on 
omclals' d lsaa tllfii.Ctlon with t.he 
t rfettlve-ntu or Ara r ntlne c:or'llroll 
O\'tr t.J'edlts w:hlc:h are In handt 
tlt.hu openly t'ntndly 1.0 the Axla 
or under .. blind n.rr\u" LO aid the 
AX I$. 

RtPOrtf'CilJ Ckrman• a M 4!\'tn 
aome hlah rrrnrhrt\fn IUIO('iat~ 
With the Vichy ao,·rmmtnl hnt 

I used Arar:nuna &sa baM: for ftn.an­
C'I&I lnnsactiotu an tht WuLtm 
Jfnr.J.Spl\c'rt'. One tnlonntod Prr• 
~ sa1d funds •rf' prmuuf'd to 
~uc- A,.c-nuna •hkh enntY:&UT 
rnd'l the Bank or Dructtn. 

Undtr a tntae arn.nt tmtnl 
nmds ~uld movt bttwHn Aratn• 
tina a nd the Unlttd 8tatt.a. bUt 
the burden of proot thu tht tra~· 
acUons , ·ould not btntftt the A Is 
•·ould be upe.n the Pti'ION w o 
e~du<ttd the OPft&tlon trom t 

~
aentlne tno. Vndtt prta t 
trob htn Unlttd 8lAUI Oln· 

ts hll\'t lhe burdtn or proor. 
e proPOMd J)'littm mlaht eauae 

me lnconvtmenct to Araenllne 
nationals or ruldrnt In l hrlr dul· 
mu '4'ilh lht Unllf'd Sttltt 'l, 
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P. H. - Oc t ober 2? , 194:5 

U. S. May Freeze 
Argentine Funds 
w.,su:-;CTox. o.o. 27.-t•. ~ 

GmC'mmf'nt uUlc•i;~ l, ltrt' n•mldl'T• 
in)!: tl~e frc.-czinJt ol ;\r).:t'fllitlt' t' lt"tltl.) 

in this (~lllhy. tht• l 'uht .. J r ..... 
ho~~ le.m•t-d. 

Sudt " rnot•Zin~,t . ,, C.UJJt•cl t•ut. 
\\Hul•l I ~· simil.1r tu the• t r1•.ttnwnt 
~h·,•n fund.; ttl lht• A\1~ n.tlluu, , tit~ 
.h iS·i)('t'lljli\'( f C."tJIIIIII ' ' '" and . 11J (ull 
lh•uii,,J, t '\ N'jl l ,\rc,t•ntln ,~ .md 
l 'urkt'\', 

It W11uld ,tllll Ill t '~ •IIIH•I th~ 
m r" ''mt'flt uf llu11h iu .u~r n11t 11f 
tf•• l ' S \ \dot~. It !.lilt'\ II\ o+f ht 

' '"'" th "":.:.'., r .. '"."' ,,.,. h• ... 
Tinis it w•••lil l"" .t ""I\(' fu,k h 

·•t:.aiust C'..ronOIJI\. J"J '-111 "'"' thd r 
.ac•~ti.lh~ r.ttiM'f tl&;m "' \ rc,•utlu. .. 
Xnt'flhrl."' ~tclt .a nl(',l\UIC' \w-.ld 
r~:ot1 \\",,,J,iu1!tuu nft'a &.tl ,' th''.i l • 
h. iUU \\lilt IJ-..• I ffl'lfl\t'IH..._, ~~ 
·" l!t"'llifll' ntt lh~tl.. 11\t r ' 'rnl ' 
" •lich ~rt· m hand, ••llwt "1"'11 \ 
fri,"t-wll_,. to elk• .h i, ur m~l••• · hilt I 
n:'lmn'" to .1MI lhc• .\d .. , ---

5~ 
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THE UNDER SECRETARY OF STATE 
WASHINGTON 

October 26, 1943 

PERSONAL AND CONFIDENTIAL 

Dear Mr. Paul: 

After our phone conversation yesterday it occurred 

to me you might like to have a copy of the memorandum 

that I received from the President on the matter we 

discussed . 

I think the end of this week is a little soon to 

review t he matter again. When next I see the President, 

I will discuss the matter again and perhaps at that time 

I can obtain from him a better understanding of what he 

has in mind . 

With best wishes, 

Sincerely your s , 

(s) E. R. Stettinius, Jr. 

Mr. Randolph Paul 
General Counsel 

Room 268 Treasury Bldg . 
Va.shington, n (l 
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THE WHITE HOUSE 

October 25, 1943 

MEHORANDUM FOR 

E. R. S., JR. 

In regard to blocking Argentina, I think we 

had better keep this matter on our desks , to be re­

viewed every week or two. 

How would it be to let it leak out that some 

freezing of controls is being studied? 

F. D. R. 
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PERSONAL AND CONFI DENTIAL 

October 27, 19~3 

Dear Mr . Stettinius: 

I appreciat e your furnishing me with a copy of 

the President's memorandum on the Argentine matter. 

Whether the end of this week is a little soon to 

review the subject again is a point upon which we will 

have to be guided by your judgment and events. Obviously 

we should both follow this matter in close consultation 

and we will , of cour se, rely on you to keep us full~ 

informed on all developments bearing on the subject . 

Sincerely, 

(signed) Randolph Paul 
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Pera : Cooy : WT :BSS 
Go~!)ared 

REC1D. 2: 35 p .m. 
10/27/43 

PARAPHRASE OF TELEGRAH RECEIVED 

FROH 

TO 

llUl~BER 

DATE 

Al-!El•!BASSY, BUENOS AIRES 

SECRETARY OF STATE, \'/ASHI NGTON, D. C. 

2520 

OCTOBER 25 , 19ij3 

The fo llowing is i n reference to #16~~ of October 
24 fro~ the Depar tment . 

In t he hope that furt~er intervention by the 
Government mi ght be post poned, Prebieh insisted this 
DJO rning on his resi gnat i on and the board accept ed it 
unanimously. The ultimate object ive of the Government , 
as indicated by t he feeling among the directors and in 
other financ i al c ircles, is t o secure control of this 
est ablishment, however. 

Until the views of the Embassy are r eceived, it is 
llooed that no final decision will be t aken with regard 
to the r ecomwendations of the Embassy . To~orrow t hese 
views will be telegraphed full y . 

ARMOUR 

Ll·:S 
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FCWlS 

FFCD 

FRB OF NY 

ATTENTION: HR. KNOKE 

UNTIL FURTHER NO,TICE, YOU ARE DIRECTED TO REFUSE RECEIPT 

OF ANY FUNDS TENDERED TO YOU BY ORDER OF THE BANCO DE LA 

PROVINCIA OR THE BANCO DE LA NACION UNTIL THE RECEIPT OF 

SUCH FUNDS BY YOU HAS BEEN SPECIFICALLY AUTHORIZED BY THIS 

OFFICE 

J W PEHLE UNIT 200 

10/28/43 1:32P 

J 
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October 28, 1943 4:27 PM 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

YOU ARE HEREBY ADVISED THAT THE PERSONS NAMED BELOW HAVE 

BEEN DESIGNATED SPECIAL BLOCKED NATIO.tULS: 

BANCO DE LA PROVINCIA AND BANCO DE LA NACION, BOTH 

OF BUENOS AIRES, ARGENTINA. 

ACTION I N THIS CASE IS URGENT . 

(SIGNED) J . W. PEHLE 
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FROM 

TO 

NUMBER 

DATE 

PAJW'HRiSE OF TELIDRAM RECEIVED 

AMEMBASSY, BUENOS AIRES 

SECRETARY OF STATE, WASHINGTON, D. C. 

2530 

OCTOBER 27, 1943 

64 

The following is in reference to *1644 of October 24 
from the Department and also Department ' s 11647, dated 
the 29th October. 

It would seem that action along one of the three 
following lines is precipitated by what would appear 
to be an unfortunate leak reported in telegram f2526 of 
October 27 from the Embassy: (a) the immediate freezing 
of Argentina, (b) the issuance of an announcement which 
denies the press story and the following of a policy of 
inaction, or (c) neither the confirmation or denial by 
1ia.shington of the United Press story, whil e rea.ct ion 
here is observed. Since this latter course would provide 
time for the liquidation of any Axis dollar assets cloaked 
via. the Argentine, it is dangerous. In addition it is 
doubtful if the censor will release the United Press 
despatch so that it will be difficult to determine the 
true reaction. Since the following message covers the 
situation in a.ll its aspects, no changes are being made 
even though it was prepared before the Embassy had 
knowledge of the United Press story. 

The considered judgment of the Embassy with regard 
the situa.tion is represented as follows: 

(first) Economic wa.rfare was the immediate objective 
of the Emba.ssy in making its recommendation for freezing. 
We have been convinced by recent events that the exercise 
of any control on the part of the Argentine Government 
over tota.litaria.n a.ctivities or their financing has 
practically ceased. Mounting evidences show t hat the 
Government is ra.pidly pa.ssing from control to the promotion 
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of such activities . Naturally, the ext ent of the ef­
fectiveness of the measures of the Treasury depends on 
the degree to which our Government desires its controls 
to be imposed. It is realized by the Department that 
of course the measures could be used to the extent of 
imposing an embargo on finances and merchandise. The 
following would be the minimum aims of the Embassy: 

65 

A beneficial ownership breakdown of assets held 
through local banks and financial institutions in the 
United States, through the use of the lic ensing procedure, 
and supervision of a large percentage of t he inter-
national financial transactions of Argentina; the ~ 
el imination on the part of generally licensed banks of 
credit to !xis firms; the certification by such banks 
that no transactions handled by them involved any direct 
or indirect Proclaimed List interest; and possibly a 
disclosure of funds held l ocally by such banks for 
European account. 

(second) It vas never believed by the Emba.ssy that 
the extreme political effect mentioned by the Depart-
ment could result from the measure recommended . The 
Mission hoped first to choose an appropriate moment to 
announce f reezing in order that the measure would be in·~er­

preted as directed against the government and (notf) 
the people of Argentina. It must be remembered, in 
recognizing the super-sensitivity of the Argentines, 
that a strong and widespread feeling against the present 
government now exists within Argentina. Our thou$ht 
vas that proper action by the United States at th1e 
t~me, when the cumulative effect of the unpopular and 
totalitarian acts of the Government is at a peak, would 
receive the interpretation of an alignment with the 
Argentine people against a government already unpopular. 
There may or may not arise a better occasion. Although 
the foregoing does represent our considered judgment, it 
should be emphasized that it is merely a matter of 
opinion. The Embassy hoped that after the freezing was 
imposed our Government would be given an opportunity by 
the Argentine Government to disclose publicly the extent 
to which those firms which could be universally defined 
as inimical to the security of the Western Hemisphere 
were being aided and abetted by the previous and present 
government. On the basis that nothing should be done to 

~I 
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strengthen the present government but that risks should 
be taken to weaken it, the Embassy predicates its 
recommendations. In these recommendations risk is in­
herent . 

(third) So that Argentina and the American Re­
publics may clearly understand the American point of 
view, it is the opinion of the Embassy that the publi­
cation of a statement by the President could not be 
prevented by even press censorship in this country . 
For this reason, it is respectfully suggested by the 

66 

Embassy t hat the President consider issuing a statement ,. 
along the following lines if freezing is decided upon: 

(Paraphrased quote) It was proposed by the Treasury 
Department a year and a half ago that those financial 
controls applicable to neutral countries, under the 
provisions of Executive Order #8389. be extended to in­
clude Argentina. The effect of subjecting all commercial 
and financial t ransactions to prior license by the Treas­
ury would have been produced by that action, if approved. 
There would have been, in other words , a recognition of 
the self proclaimed status of neutrality of Argentina, 
and the same treatment given neutral countries under the 
above mentioned order would have been accorded Argentina 
bv the United States. 

Since I had every confidence at that time that the 
Rio de Janeiro resolutions would be complied with by 
Argentina, I disapproved the proposal of the Treasury 
even though I recognized that I was in a sense giving 
countenance to a measure of discrimination against other 
neutral countries to which aoplication of this measure 
had been made. For reasons of continental security and 
in view of recent events, however, such action has again 
been proposed by the Treasury . After a year and.a half 
of keen disapoointment waiting for Argentina to JOin 
her sister republics, my present reaction to the proposal 
of the Treasury is one of reluctant and sad agreement. 
I feel forced to approve the action. I feel in doing eo 
that I must repeat that it is nothing more than a recog­
nition of the oft-avowed position of neutrality taken by 
Argentina, a position which that country of course has 
every right to adopt , as a sovereign nation. (End para­
phrased quote) 
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(fourth) The Department's statement regarding 
potential dangere is commented on as follows: 

(a) The attitude of the British would not be 
a. new one and as the major brunt of onus for 
economic warfare measures has been borne con­
stantly by the United States, it should not be 
too greatly feared if there is a elight in­
tensification. The British, however, might 
agree to announce simultaneously or shortly 
thereafter that developments in Argentina. re­
cently, including inst ructions to the press 
that they were no longer to publish the 
Statutory and Proclaimed Lists, made it neces­
sary to intensify British controls in regard 
to shipments to Argentina from Great Britain 
and neutral countries. 
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(b) There is no doubt that attempts to impede 
the shipment of essential materials needed by 
the United Nations might be made by the Argentine 
Government. Nevertheless, as this count ry has 
as great a need of selling as the United Nations 
has of buying, such measures would lead to the 
elimination of the present government or would 
only be temporary. Other than temporary, the 
only real danger foreseen by the Embassy is 
that some export such as beryl , which in 
Argentina economy is unimportant, might be af­
fected . However, on the basis of straight 
trading for essential materials, such as oil­
field equipment, these questions could be worked 
out. 

(c) It is believed that there would be a favorable 
reaction among the American Republics should the 
suggested statement be issued by the President . 

(d) There might be withdrawn nonbelligerent rights. 

(e) Welch and Wilcox, respectively of the National 
City and Boston Banks, were consulted confidentially . 
Due t o the character of the present government, 
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they feared dire results. possibly including 
prohibition of exports, intervention of Ameri­
can firms. and even deportation of Americans. 
These fears cannot be fully shared by the 
Embassy. If such reprisals should result 
from action taken on the basis of Argentina's 
neutrality, it would be such a definite 
alignment with the Axis that we would well be 
exposed to the criticism rather than the ap­
proval of the !merican Republics if we fail to 
recognize this and to accept the challenge 
implied by such a situation, since even at the 
present time, what the United Nations are 
fighting in other parts of the world is, in 
the opinion of the Embassy, represented by 
this government . ... 

-
68 

(fifth) The Mission does not wish to influence the 
Depa.rtment into recommending action considered unwise by 
the Department. The Embassy desi~es to do no more than 
state its position. The Mission must express the opinion, 
however, that an opportune moment has come to make public 
the United States' attitude concerning the present 
Argentine government. 

(sixth) Therefore, the Mission would like to re­
peat its recommendation that an announcement be made of 
the amendment to Executive Order 8389. We believe further 
that no immediate provision for the issuance of Argentine 
general licenses should be made. Only after the Treasury 
has made a full study and only after the influence of . 
repercussions produced in Argentina by this action can be 
calculated by the Embassy with reasonable certainty, 
should such licenses be given. The Treasury, naturally, 
may desire to allow small and unimportant transactions 
to continue undisturbed, to which no objection could be 
seen by the Embassy . 

ARMOUR 
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FROH: 

DATED: 

NUMBER: 

PJ.RAPHRASE OF TELIDIWI RECEIVED 

Buenoe Airee 

October 27. 1943 

2526 

i long despatch s tating that authoritative 

quartere were considering the general freezing of 

Argentina was received last night by the United 

Preas from Washington. The deepatch, which the 

Embassy understands hae already been published in 

other American republice, is so correct in detail 

that it appears to be baeed on information from 

off icial Ya.shingtoh sources. Its contents are 

known to the Argentine Government, and it is now 

being etudied by the Argentine censor prior to re­

lease. Ye are forwardi ng as a separate telegram our 

considered views on the whole subject . 

ARMOUR 
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' 
October 28, 1943 6:45 PM 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS: 

REFERENCE IS MADE TO OUR RECENT TELEGRAM ADVISING YOU THAT 

THE BANCO DE LA PROVINCU AND THE BANCO DE LA NACION H.A.VE 

BEEN DESIGNATED SPECIAL BLOCKED NATI ONALS. IN VIEW OF 

THIS DEVELOPMENT AND THE RECENTLY PUBLICIZED Rill!OR TH.A.T 

THE TREASURY DEPARTMENT IS PREPARING TO FREEZE ARGENTINA, 

IT IS SUGGESTED THAT YOU DISCREETLY CONTACT APPROPRIATE 

PERSONS IN THOSE BANKS AND FINANCIAL INSTITUTIONS IN YOUR 

DISTRICT WHICH HANDLE A SUBSTANTIAL VOLUME OF ARGENTINE 

BUSINESS AND ADVISE THEM TO BE ON THE ALERT FOR ANY 

UNUSUAL TRANSACTIONS INVOLVING PERSONS IN ARGENTINA. IT 

IS SUGGESTED THAT ARRANGEMENTS BE MADE TO HAVE INSTRUCTIONS 

COIICERNING ANY SUCH TRANSACTIONS BROUGHT TO YOUR ATTENTION 

IMMEDIATELY. IN THE CASE OF AllY EXCEPTIONALLY IMPORTANT 

TRANSACTION INVOLVING THE TRANSFER OF A SUBSTANTIAL AMOUNT 

OF FUNDS OUT OF AN ARGENTINE ACCOUNT, YOU SHOULD REQUEST 

THE RECIPIENT OF THE INSTRUCTION TO DELAY EXECUTION IN 

ORDER TO GIVE YOU TI ME TO BRING THE INSTRUCTION TO OUR 

ATTENTION BEFORE IT IS EXECUTED. SUCH CASES SHOULD BE 

CLEARED WITH MR. BENNETT OF THIS OFFICE VIA LONG DISTANCE 

TELEPHONE IF NECESSARY. 

(SIGNED) J . W, PERLE 
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OCT 29, 19~3 

MEMORANDUM FOR THE PRESIDENT 

Freezing Argentina 

Mr. Stettinius advised me this afternoon that he was 
sending you a short memorandum r egarding the freezing of 
Argentina and suggested that I do likewise. We in the Treasury 
think that Ambassador Armour's cable of October 27, again 
strongly urging the freezing of Argentina, is the best state­
ment of the reasons for freezing. As the Ambassador states: 

" .•.• The Mission must express the opinion, however, that 
an opportune moment has come to make public the United 
States' attitude concerning the present Argentine 
government. Therefore , the Mission would like to 
repeat i t s recommendation that an announcement be 
made of the amendment to Executive Order 8389 (freezing 
Argent ina) • " 

A copy of this cable is attached. 

For your information the Treasury Department, with the 
State Department ' s approval, has taken the following pro­
visional action: 

(a) Treasury has specially blocked the assets of the 
two largest banks in Argentina, who for over a year and with 
the Argentine Government' s approval have been openly aiding 
the Axis. These banks were trying to t ransfer out of their 
names over $10,000,000 of assets before this Government could 
act. 

(b) The Treasury has temporarily stopped transactions 
in Argentine accounts amounting to over $5,000,000 and 
involving the flight of funds from the Argentine or the t rans­
fer of substantial Argentine funds to new accounts where such 
funds could no longer be r eadily identified. 

The Treasury has advance notice of additional transfers of 
a similar character within the next twenty-four hours amounting 
to $10,000,000. Moreover, the Argentine Central Bank has given 
standing instructions for the shipment of substantial amounts 
of its gold to Argentina on each Argentine ship henceforth 
leaving the United States. 
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Should you decide to take action in this matter , the 
necessary papers are ready !or your signature. 

(Signed) D. W.Bell 
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1. 

2 . 

3 . 

~EMORANDUV. FOR THE PRESIDENT 

ARG:Sl:T mE FREE:Zil:G 

Develo¥ments since your decision of October 25 
agiins a generarfr e~zi~t"tnrs tlme of 

Argentine ~aaets . 

77 

Secretar y Hull has tel egraphed his concurrence in the 
Department ' s position as stated to you cont rary t o 
block ing Argent ina. A copy of this telegram is attached. 

Ambassador Armour has cabled r enewing his reco~-endation 
to bl ock Argentina and stating t hat the Argentine govern­
,ent is progress ing to assistl~ Axis activit i es and 
thet ~nile clocking involves risks, he is willing to 
recom .. 1end im.;~ ediate blocking action. A copv of this 
CP.ble is attached. · 

Transfers and attemot ed trensfers of Argent ine funds since 
uctober 25 : 

$1 , 000, 000 t r ansfer red l argel y t o Uruguay . 

Yeste rday the Argentine Centre.! Bank order t'\d 
pr i vate banks to tr~nsfer their fund~ t o i t . 
As a r esul t , at t empted trpnsfers of $291 500 , 00~ 
ll'e r e order ed f rom Ar gentine bank accounts in 
New York to ArgentiDe Cent ral Bank accounts at 
~eder<>J . Of tliese $7 , 000, 000 heve been made ; 
~9 , 500, 000 have been defini tely blocked; $13, 000,000 
are now oending . No serious dlsadvante~e i s 
discernea wer e such transactions to occur, except 
wher e individuel accounts upon the evidence should 
be blocked . 

llow pending : 

Transfer s of $250, 000 to Uruguay ; $1 000, 000 to 
Swedish Ri ksbank . These transfer s it accompl ished 
woul d r emove funds from United States cont rol . 

4. Depar tment r ecommendations: 

(a) 

(b) 

That ther e should be no general blocking at 
this t ime for r easons nr eviously g iven; 

If contr ary decision is made, general block­
i ng should be pr eceded by attempt to get 
Br itish and some major American Republ ics 
to take col lateral action . 
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Since t r ensfers eff ected or oeno1ng f rom 
Argentina t o foreign account total only 
$21 500, 000 f or the current weeki take no 
action beyond existina ad hoc b ocking 
continuing present scrutiny of transactions 
t o pr event sudden !light of cap ital . 

Signed by llr . Stett i nius 
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( 

TO 

FROU 

JIUL!BER 

DATE 

PARAPHRASE OF TELEGRAl! SEJ;T 

.A.ME!.!BASSY, !JOSCO\f 

SECRETARY OF STAT;;; , '•/ASI: INGTOJ\ , D. C. 

1644 

OCTOBER 24, 1943 

For the Secretary . 

The inclusion of Argentina ~ong the l ist o! 
bl ocked countri es is agaln being or oposed by the 
Treasury . Assets , banK accounts, · sno secur1ties i n 
the United Sta.tes of Argentine residents, citizens, 
or entiti es will thus be blocked and financial 
coowunications and transactions with Argentina 
permitted only by license . Genera.! License 53 would 
be ~ade avpl i cable t o Argent i na by the Treasury , thus 
~eneral l1censing all transactions i nci dent to commerce 
and al l co~merc ial trans~ctions . 

A blocking proposal has al so been r ecommended 
by Ambassador Armour but a aeneral license of a 
somer.hat differ ent c~ara.ct er is contained in t his 
proposal . 

Ther e is a polit ica l objective i n the proposals 
of both 4mbast>edor Ar:·10ur ~>.nd the Tr e8$ury. This 
obj~ct ive i s not en econo~ic warfarP purpose, but 
rather the upsett i ng of the pr esent Argentine Government . 

'Je have given t he oroposol car eful thoue:ht end 
th ink that the opuosite' efiect will orobably be oroduced 
by it, that is, that the Government ~ill be st r engthened 
and a change i n Government wil l be postponed rather than 
hast ened. 

The supersensitivity of t he Argentines to any 
suggestion of outside pressure is our r eason . It is 
our opinion that blocking would be seized upon by the 
Government to be presented t o the Argentine peopl e as 
>~n tnvpeion of Argentine sovereignty by the United 
States . The flag would be waved by the Government , 
and "all oatriotlc Argentinee" woul d be urged to 
rally to ~the ir country 's defense" and t o forget thE>ir 
i nternal differences. 
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Furt~er ~ore , we do not be liev~ t hat any i~oortant 
econ?-ic r.arfare obj ective would be attainea by' the 
ro?o~;d . Ar;)entine prive.t e ii~c1 1vihJC le , co:1cc-rns, and ·: .. < 11ill be unlikel y to seek t o ~11 t'"drv.l" any i mportant 

aoeets f rom the Unit eo Stat.;,s , <'lld no Gullstant ial effect 
.jl\ Axis activities in Argentine would r esult from our 
blockinB her e. Argentine b locking i n adti ition 

(f irst) would cause the friendly feeling in the 
other countri es t o be chilled becP1lea they would 
figurP that if the United States used strons a rm tactics 
of thh char a.cter agai nst Argentina, the same tactics 
~ou l d be used agai:1st them ; 

(second) probably woul d not have the suoDort of the 
British, and acti on on our 'lar t 11ould be unwi se from 
both the im~ediate and lone:term point of view without 
such support ; and 

(third) might cause retaliatory action which would 

(a) ende~ger procurament by the United Stat es 
of such v1ta lly needed mater ials as beryl, · 
edi ble oi ls, foodstuffs , hides, and zinc ; 

(b) jeopardi ze t he edvant?8eous shipping 
arrangements under which a minimum of 
f orty thousand tons a month of cargo 
selected by us is carried to the Unit ed 
States by the Argent ine ~erchant rarine . 

Ther efore , ve recom~end that Argent ina be left for 
the ti~e being to stew in its own juice. Since the 
'olitical pot is seethi ng, it ~ay coil over by itself . 

Buenos Aires has also be~n sent this message . 

Since I know of your interest in the subject , I 
c~ oaesi nb the forego1ng on to you. I am taking the 
latter up with the Presi dent at the earliest moment in 
as much a.s it is being presserl vigorously by Treasury . 

rTETTINIUS 
ACTIUG) 
W-DMl 
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PAHAPHRASE OF TELEGRAY RECEIVED 

I'R"I. : American ~bassy , Buenos Ai r es 

TO: 

DATED: 
Secretary of Stat e - Washington 

October 28, 1943 

IIU!JBER: 2541 

CONFIDENTI AL 

83 

.le r efer her ewith to the Embassy ' s cab l e dated Octo­

~er 27, 1943, no . 2531. 

Tbe Cent ra l Bank yesterday called on all large l.older s 

of Jentral Bank dollaJs t o l i quidate spot ho ldi ngs after 

Un ited Pr ess stor y r eached the Govern~ent . A substant i al 

amount :vas d'3l i ver ed by Nat i ona l City Bank . Provincia 

VIC.IJ C P ll ed on fo r both spot and futur eR. Since hol dings 

WE'r e smal l no r equest was made of Boston Bank. Other banks 

wer e nJt CRl l ed upon f or f utur e ho l di ngs as f ar as we know. 

As f ar as r1e know t hi s i s the first time that t he authority 

to ~ake such ca l l s f or futu r e holdi ngs has been exerc ised. 

althoUbh Central Bank has a lways had the authority . 

ARMOUH 

•• 
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PARAPHRASE OF TELEGRAl' RECEI 'fED 

FROU : ~~erican Embassy - Buenos Aires 

TO : Secretory of State - ~fashington 

DATED: October 29 , 1943 

tlUl.iBER: 2558 

CO:'FIDEi'TIAL 

neferPnCe iS ~~de here~ith tO YOUr telegram 
of Oct ober 23, 1942 , no . 1661 . 

• 1es tunsfer of $9, 51'\000 prevent SC. by Treesury 

• ct1on? 

ARt.. OUR 
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:'0 : 

A .eri c-n :!Lb· ssy - auenos Ai r •.' s 
SE:Crf't c.ry of Stt>te - .tE•shine;t on 

October 29 , 1943 

.. U •. !lZR : 2S!':9 

co:•rm~~'TIAL 

The 3mb<E~y ' s te l eLr~~ of Oct,ber 28 , 19~3 , 

"" · -· · 1 is refnr ed to h-rc-1.th . 
At 11 c.. m. tod~y BoF t on ~~s inEtructed by t he 

C•nt ral B~k to de liver ~b ,0~, 000 , covering f uture 
pur ch?ses of exchenge, t o t he Federal Reser ve Bank . 
Under the s ame conditions Nationa l City was called 
upon f or $4 , 000, 000 . 

AR1..0UR 
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TC : 

DATED : 
. Ui.B.i:R : 

PARAPHRASE OF TELOORAll RECEIVED 

A1:EMBASSY, BUE!:OS AIRES 

Secretar y of State, ;•tashington 

OctobP.r 29, 1943 

2566 

CONFIDENTIAL 

A check has been made by the Embassy with Bank of 

London , Royal , Soc i ete Gener ale, Frances del Rio de La 

r lata, Itelia y Rio de La Plat~ Ho landes Unido and fo r 

de livery of dollar futur es none ~f these bAnks hAve 

been c:o ll ed upon . ,iei~~;ht is given by this fact to the 

possibil ity that an attempt is being made by the ~overn­

~ent t o obtai n t echnical grounds for intervening or 

taki ng action aaainst t he Boston Rnd National City 

bec~use of the inab il i ty of those banks to t r ansfer 

futures which the Cent ra l Bank demands . 

In connection with the above , r eference is made 

t~ the telegram dated October 29 no . 2559 f rom this 

... bessy . 

Alii.! OUR 
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ro: 
iJATED : 

.:UUBER: 

PA..~APHRASE OF TELEGRA'. RECEIVED 

AUE::BASSY, BUEllOS AI RES 

Secretar y of State, Washi ngt on 

October 29, 1943 

2567 

cmrFIDEllTIAL 

This efte rnoon t he stock exchenge c l osed, but 

ll-roubhout f ir.<mcie l c i rcl es extr eme nervousness wes 

l":>tice-ble . Since :..onday it in E'Fti'l ted tl'-et through 

th• '1 l rck ~"rket betr·~"n 70 and 80 '"il lion Argentine 

!l .. Sos h·ve been tr-nsmitted to Uru.:,uay . 

Tl: •ir ~uents a r e 'he inE' r <ivh·ed of l.loc~1n!J by 

;• c i on pnci Provinci a . Dolltrs o.rr beinc; solC: d irectl y 

to · ·nke for the fi r st t i me i n yeP!$ by Centr a l B~nk 

· r.d not s cu~tom< ry through Nec ion .-nd Provinci a . 

Doller strengthened to 399 . 50 buyer s pccording to 

informpt ion r eceived. 

The above oessage r efer s t o the telegre~ f rom 

thi s E~b~ssy dated October 29 no . 2566 • 

.ARJ.iOUR 

87 

Regraded Unclassified



ro : 
tAT ED : 

l:U1.B :H: 

PARAPHRAS:i: OF TSLEGRA:! RECEIVED 

BUEl!OS AIRES, A:.ZRI CAN E:.!BASSY 

Secretary of State, '.lashington 

October 29 , 1943 

2571 

co··no;:;J:TIAL 

For thi s message refer~nce is made to the 
telegr~M fro~ the Emb~ssy deted October 29 no . 2559 . 

Informat ion hes been r~ceived by the Eebassy 
to the eff f-ct t:.at the Federe l ReEerve B~ of Hew 
York hes dec lined to r eceive credit of t ransfer of 
$1,000, 000 which ;1;.s tender ed by t hd National City 
33nk of !lew York f or thr !:'.ccount of Centrcol Bank by 
order of the Buenos Aires br tnch of the National City 
a~nk . Does tci s mean the li nitation of operat i uns of 

t~e Central 3~k7 
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FRO!l : 
TO : 
DATED : 

liU,!BER: 

Pk;APHRASE OF TELEGRAl RECEIVED 

Ai.:ERICAN E:.:BASSY - BUEJWS AIRES 
Secretary of State - Washington 
October '.9, 1943 
2572 

COllFIDENTIAL 

The Depa.rtment ' s telegram of October 28, 1943, no . 1661 
is referr ed to here~ith . 
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I 1~r-s asked by t he Minister of Forei gn Affairs to cc>l l 
on him at 5: 30 o .m. today. I had Bonan accomoany me as 
I ~nticiv· t~d that he wished to di scuss the bank 
Fituc>t i on . Also pr esent ~as the Uini ter of Fin~nce . 
It V" s stated by the latter that he h"d r eceived word ,. 
that Provinci c> and ll?cion had been designpted ee. soecial 
blocked n~t io~a ls ~nd that he ass~ed that the use of the 
-ord "speci;:o l" indi cc>ted th;;t there rere soecial reasons 
for t?klng such action . He incuired if any informc>tion 
~es possessed by me concerning the reasons f or t~is 
action which ~ere consider ed very t r ave by hi m, and I 
~~e resured b¥ both hi~ and the Minister of Foreign 
Affairs that 1f t~e banks hed done enything r. rong it 
IYould not be repeated . !!v rep ly 11as that the only 
informetion ava1labl e to me at the or esent time we e 
con teined in a cable r eceived from the Department showing 
thot the action had been t aken by Treasury as a result 
of both brmks making i nc r ef singly heavy transfer s , so 
h~evy on Thursday tnat the Tr ePsury felt constrained to 
tr.ke orec~ut ionary me~ sures . Neither Lini ster s eemed t o 
under stand the situation end both were extr emely nervous 
end t ssured me that the Govern•nent was will i ng to do 
anything to correct eny faults of which the banks might 
bE' c;uil ty . 

Curiousl y enough it wee stated by the Fin~nce ~inister 
thPi th is coul d be corrected eeslly if it were the 
Dresdener Bank me.tter . I t r.es pointed out by him t he.t 
t~e Senco de la Provincia ~~s ver y oroud of 1ts credit 
record . I t is diff icult to know how to interoret this 
reMa rk es the ap~arent l ack of understanding on the par t 
of the Finance Y1nist er may indicate that be had only 
seen the reference to this case in the desoatcb by United 
Press . This point is being investibat ed at once by the 
Embassy since ther e woul d oe e. per fec t l y sound bas1s fo r 
the Treasury ' s action Rgainst the Banco de l a Provincia 
if the renit t ance ·.~as me de r fte r official ~d wr i t t en 
eseur r ncee to t he contrary f rom t he Argent1ne Government. 
Al though ther e er e ernpl e grounds for e gener al bl ocking 
of Argentina, our case against the two oanks. may be ~e~~ 
~s the Embassy has po inted out on ~any occaslons . 

The l:inis ters were pr omised by ~e thet I would i:ll. ediete ly 
;o•;:n1dun bi cate with the Depert ment end that fur ther details 
"ou e r eouested . 

Are:OUR 

-------------------
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TRJ-;,;S\iRY DEPARTUJIT 
Forei gn Funds Control 

November 1 , 1943 

S1JU.l!RY OF DeSPATCH HO. 12448, dated October 19, 
1943 , f rom Buenos Aires , Argentina, Concernin~ a 
Proposed St atement as to Position of German Flrms 
in ..l.rgentina and the Aid Which They have Received 

from the Argentine Government . 

Referring to previous reports concernin& the f avorable 
position in "rbenti na of German business interests , the Embassy 

ii!. su:.:,ests that publicit~· be given this 1111tter, either throu.:;h 
t he t.,ecliwu of a newspaper art icle or by means of a formal note 
t c tho .oJ•:,ent ine Government . To support t he basic premise con­
cer.~in~; the favored position of Ger1uc.n fir ms in Ar&entina , the 
llnbuss~ submits the balance sheet s for 21 r epresentative Get'lllan­
controllod firms and 10 ndclitional firms character ized by some 
fonn of Ge rman interest or control. The composi t e balance sheets 
f or these t wo categories of firms show that those i n the former 
nearlJ tripled their net earnings between 1939 and 1942, while 
those in the latter ~roup have doubled t heir ne t ear nings during 
t!l ~ same period . {Note: It i s si._nificant t hat the large major­
ity of the finns renort ed upon had larger stocks of me rchandise 
at tho end of 1942 than at the end of 1939. ) 

The principal t heme of the pr oposed draft statement is to 
the effec t that German firrrs in ~gentina, despite being engaged 
i n activi ties inimical to the i nterests of the uestern hemis­
~here, have been prospering with the aid and abettance of t he 
'~oentine Government . The statement pl ays down the impor t ance of 
the ques tion as to vmether or not Arcentina is adherin;; t o the 
Resolutions of the Rio Conference, ancl instead suggests t hat t he 
critical period through which we are now passing should be suf­
ficient to r equire cooperation from Areentina in order to be able 
to pl'esent a united ..;merican front for tho sake of continental 
defense. 

• • .. 
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Recognizing the difficulty of suppO!•ting i t s basic premise, 
r..entioned above, the Embassy sugr;ests that newspaper ~ublicity 
~~oul:l perhaps be more desir able than a formal note wh1ch may 
ultiu.tely require substantiation. It is :>U&,ested, hO'.Yever, 
t:.nt ~hould a formal reply to the .b.rr,e-tine Government became 
~ecessnr,, that uovernment might be told that an exaoination of 
the books of the two German banks and the 21 Gern:a.n firms would 
di sclose the information on which the prof osed state~ent is 
., ~·odicated . The EI..bassJ points to t he experience in Brazil as a 
,recedent for s uch an appr oach. The Embassy requests, however, 
thn t no action ba taken on its proposed statement prior to an 
axchanr;e of views between the State Deuartment and itself as to , ... 
t~.e proper moment and manner for its release . 

Ti:e follO\'Iine are some of the more i:::portant specific points 
l'l.iEad in t he proposed state1;1ent : 

(1) 

(2) 

'i'he German Governr.m t , being a tohli tar ian state, expects 
fineuciE.l and moral assistance froo its nationals, t!herovel' 
they oay be located. Consequent!~ , Gorman business interests 
in Latin :une1•icu have r1ni ntained a close relationship with 
t he Fatherland by frequent and continuine, exchanges of em­
ployees , ex~outi ves , !Uld correspondence with the hoL~e office 

l.s is \';ell kno•m , the large G~r~tan industri£.1 co:Jpanie~ such 
r.s I. G. Farben, Tt.yssen, ~d Siell'er.s are controlled b,/ the 
.. ntional SocicJ.ist Part:r in Gerr.:aey , w:.ich uses their Latin 
,.;.ericllr. brt.nches as l. ch=el throu.,h ~; . .ich to exert influence 
in tl.e •;;estern ::eltispl,ere. 

5tei•tin& on the obvious assumption that subversive ectivities 
must be financed , and admittinr; tht.t Argentine financial 
control s have reduced contributions froDI the German Reich, 
it becomes apparent that t~e financial ~urden mu~t f~ll upon 
t he German business co!IlllUilJ.ty. That tlus commwnty u n0\7 
centered in J.r ~entina is supported by the fact th&t all other 
-~erican repubtics have taken s ome form of action to elim­
inate s~lar c~ities fron their own countries . Lathe~et­
ical support for t hi s conclus i on is provided b~ tLe fact t hat 
t he Gcr:nan &.bassy in 1S41 spent anproxipately 5, 200,000 
pesos, of which a.uount only 800,000 pesos were received 
1lirect1; froLl Gern1any, the bel&noe of GO percent bein& con­
tributed b~· Gcrl!'.an entities or nationals residin~; in 
Ar~entina . 

~' I 
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(<i) The .. r.,entine Government has been ._iving direct material 
assiate.nce to enenv firms , ac exenplified by the follov1in: : 

{a) 

(b) 

{c) 

(cl) 

{e) 

Fr om January 31, 11142 to I .. o.l•ch 31. , 1943, certain 
Ar .;eu t ine Government depart ments avmrded to enemy (P .1. ) 
fil-ms contracts totalling 34 ,00,000 pesos . 

Since such firms are classified as unsatisfactory con­
si.,;nces and would therefore be unable to obtain certain 
naterie.ls for t he execution of their contracts, the 
Ar ._on tine Government has often acted as an inter::ediary .• • 
in purchasin~ such ~terials for thee. 

:i'irms r=hich r~use to deal with eneo;l entities are 
often . threatened ~:i th lcgo.l proceedint.s by GovernoeJlt 
a..,cnc1es . 

Firms are often instructed by the h!'~entine Government 
dernrtments t o accept sub- contracts on pro jects on 
Vllnch the main contractor is an enem,y firm. 

Vicious anti-United States arLd pl'o-Axis uev:spapers and 
periodi cals , which cannot obtain newsprint supplies 
otherwise, are provided wi.lh thei1• requireuents by the 
Arcentine Government at less ti1nn current market prices . 

(5) Despite the relatively strong financial position of most 
Geruan firms, they often find t hacselves in need of additional 
finences . They encounter very litt le difficulty in obtain­
in& financial assistance from the Banco de la i:acion e.nd the 
Banco de la Provincia. An equally il:::.portant source of 
financial assistance is t he Banco Germanico whic!-., on 1\ugust 
31, 1943, had outstandins loans and discounts totall ins over 
52,000,000 pesos , of v:hich it is presumed that a large por­
tion represents credits to German nationals . 

The stateraent concludes by expr essine alarm over the extent 
to 11 hioh business fi rms deepl y interested in tho des t ructi on of 
hemispheric security have been able to prosper in Argentina since 
the start of the war. It i s tactfully suggested t hat this situa­
tion has prevailed not because of any willful desire by the 
·~~entino Govcrnoent to aid t he Axis but rather throush its 
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J.esit~:.;Lcy to institute efi'ect ive control s in line 1•ith its cOill­
.. .itments aL the Rio Conference . It is contended, hcmever, thnt 
re ~;.rdle~s of the motive t l:e r esult has 'been the same, namely, 
e1101~ .rirtllS i n ;U't.ent ina , far from wenkening t heir position, 
J.avti 'been nble to strengthen i t durinc t he four year s of the CUI'­
I'eul l oill' . .s a cons e'iuence of t his , it is concluded t hat t hese 
:nen~ iirlliB are. able to f inance in~lcnl activi ties in the other 
'""erieruL republl.cs . 
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llo tol'!lal etateaent ginn 'out. Kr. Salth 
talked to the nenpaper aen and gan th• 
eubetance ot attached denial . 

, 
Regraded Unclassified



TO 

TREASURY DEPARTMENT 

INTI:R OI"'''CK CONNUNICATION 

Secretal'y 1!orzentha.u 

Randolph Pa.ul 

OAT& 

Nov. 1, 1943 

Herb Gas ton a.nd I ,.,~tho ottoohod, 

, 
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'l'ho reports of IIIJ" resignation are not well founded . 

I unclertook my present work with the purpose of 

putting my services at the disposal of the Treasury 

as lonJ dS I may be useful . 'fl1at is still my purpose. 

I do not intend to resign unless it should become 

evident that I can be of no further service in the 

present emergency. 

The responsibility for tax legislation is in the 

Con~ress ·~d not i n the Treasury, but naturally I am 

keenly disappointed that the pending revenue bill is 

not more productive of revenue . The differences 

between some memuers of Congress and those of us who 

believe higher taxes are neces sary are sincere differences 

of opinion. 
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1 Submitted b71ir. Gaston to the 
~ecretar1 upon latter's return traa Yialt 
to Europ,ean theatre ot war. 
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M.EIAORANDUM 

TO: Secretary Morgenthau 
FRCM: lir· Gaston 

October 26 - Tax Hearings 

98 

John Sullivan r eported to me last night that Com­
missioner Hannegan bad been ordered to appear before the 

Ways and Means Committee at an evening bearing to discuss 

corporate profits and taxes. He planned to t ake alon~ 
Helvering's memorandum of October 6 to you on the subJect 

of claims under Sect ion 722 (revision of the base for estab­

l ishing excess profits) . Hannegan came over this morning 

to report on the hearing and Paul , Bl ough and I me t with him 

and Sullivan in Sullivan's office. At the request of the 

Committee he had submitted figures on excess profits by 
others than war contractors, which had been gotten up hasti­

ly after he received the call to testify. He was asked 

about a report said to have been made to the Pres ident by 

Commissioner Helvering. He said he knew of no such report 

but produced a copy of the memorandum to you, the l ast 
paragraph of which suggested that t he situation might be 

wor th calling to the attention of the President. He was 

asked to submit to the Commit tee any other data which he or 

Yr. Sullivan might have on corporate profits and taxes and 

the effect of the various refund provisions. 

Si nce the Co~~ttee had up to t his point refrainep from 

calling anr Treasury representatives to testify on corporate 

profits , and in fact had vot ed not to do so, we thought this 

a good opening to wr i t e a letter t o the Committee offering 

any data they might desire. J{r. Blough drafted such a 

letter, but late i n the afternoon Mr. Paul r eceived from the 

Clerk of t he Committee a request to appear at a hearing at 

10:00 A.W. tomorrow on the same subject. We did not send 

the letter. 

The Sub-Committee of the Sen.ate Yilitary Affairs Com­

mittee , which i s considering the metter of corporate reserves 

and contract cancel lation
1
today, however , sent word they would 

like Treasur,y representatives to testify at the same hour, 

10:00 A.M. Wednesday, on tax aspects of this subject. We 

decided unanimously that it would be well to have Paul make 

this appearance for the Treasury. Decision was reached that 

, 

Regraded Unclassified



99 

- 2 -

Surrey and Bureau represen ~atives would go before Ways and 
J.!eans and Paul before the Sene te Sub-Committee . 

October 26 - Argentina 

Through State a joint memorandum of Treasury and State, 
signed by Paul on behal f of the Treasury, wen t to the Presi­
dent on Monday, Treasury recommending blocking Argentine 
funds, in harmony with a request received several days 
earlier through Armour , and State opposing. The President 
sent word through Stettinius today that on account of his 
cold and other matters he could not see Treasury and State 
representatives but sug~ested that instead of taking immedi­
ate action we permit a leak" to t he effect that government 
agencies were considering blocking Argentine funds . State 
was willing but wished us to handle i t. This being re­
ported to me, I agreed, and we arranged for Chic Schwarz 
and Luxford to see Carroll Kenworthy of U.P. His story, 
hi thfully reporting that the blocking of Argentine funds 
was being considered but not finning anything on the Treasury, 
duly appeared in t hi s morning a newspapers and was used on 
the radio last night. Our people thought this would be just 
about as good as actually blocking, since through censorship 
information they could handle individual cases and prevent 
a general exodus of funds. The effect desired is political 
and it may have repercussions. 

October 26 - Spearhead- Invasion Currency 

A~ author ities in Hawaii are suggesting the use of 
brown l abel currenc{ in "all Central Pacific areas occupied 
by our armed forces indicating some early action. Vonetary 
Research has details. 

October 27 - Foreign Funds 

Blocking orders were sent out last night as t o a string 
of California corporations englneered'by a ~oup who appear 
to be taking some Japanese aliens to the cle~ers. Mrs. 
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Roosevelt is interested as is Representati ve George E. 
Outland, Democrat of Santa Barbara, an able liberal. · 
When Randolph Paul discussed it with me this morning I 
suggested that some form of publicity here would be deair· 
able rather than lettin~ it be handled at the· California 
end, which had been· thelr idea. I talked with Pehle and 
Luxford and we arranged to have Schwarz get out a brief 
i tem about the specific blocking action they took last 
night but to call some of the press in to give them the 
background orally, indicating that we were taking action 
and were on the alert generally to prevent conspiracies 
to rob interned Japanese. 
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TREASURY DEPARTMENT 

I NTER OFFICE COMMUN ICATION 

DATI November 1, 1943 

TO secret~rgenthau 

Mr. H~' 

Mr . Bell was given a cop;- or the attached memorandum 
on so turdoy, october 30, 1943. 

I have discussed the excess reserves problem with 
'"essro . Shields , \Yoodward, warren and s eltzer , and they all 
reel strongly tha t something should be done in the very near 
futu re to L~prove the situation, 

' 
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Mr. Lindow 
Mr . Mu.rphy 
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TREASURY DEPARTMENT 

INTEit O FFICE COM MUN ICATION 

DAT& OCtober 291 1943 

secre~:~~enthau 

Jdr • H~ 

TO 

"'O M 

subject: current Problema with Respect to Excess 
Treasury Billa, and Interest Rates 

Reserves, 

SUMMARY 

Excess reserves on October 27, 1943, amounted to $1 . 1 
billions . It now appears probable that the total drain on 
these excess reserves for t he remainder of the year will 
amount to about ~-l/4 billions . If no conscious steps 
are taken t o meet this drain, it will nevertheless be mot 
in one way or another by the "natural• operations of the 
coney market . Let t i l18 it drift 1n thh manner m1i,lht result , 
however, 1n a subs tant ial tightening of the market and a 
general rise i n the whol e structure of i n teroat rates . 

The prospective drain might be mot , in whole or in 
part , in four diff~rent ways : 

(l) By reducing the present volume of excess 
reservoa, 

(2) BY member bank r ediscounts with the Federal 
Reserve Banks , 

(3) BY reducing reserve r equirements, or 

(4) BY Federal Reserve purchases of united 
s t at es securities . 

Drawing on ei thor of the f i r s t two aourc es vtoul d , 
in our opinion, be incompati ble wi th the objective of 
maintaini ng the present structure of interest rates. 
The third, the reducti on of reserve requirements , ia 
primarily a matter ot Federa l Reserve policy with 
roapect to which i t doea not appear deairable to make a 
recommendation to t he Federal Reserve Board at the present 
time. If reserve requirements are not reduced, however - ­
or to the extent to which such a reduction, it made, t ails 
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to Q~eet the entire problem -- it will be necessary that the 
requi r ed reserve funds be supplied by purchases of United 
st~tfts securities. I t seems desirable that these purchases 
be concentrated principall y in Treasury bills, although if 
such purchases should prove insuffi cient, vigorous purchases 
of other securities , particularly certificates, should be 
made also . 

Treasury bi lls have acquired an important functi on as 
secondary reserves in banks in the larger cities, and it is 
impor t ant that the necessary Federal Reserve purchases should 
no t be acquired at the expense o f strippi ng these banks of 
their bi l l ho l dings . It seems des irable, therefore, that the 
outa tanding amount of Treasury billa ehould be substantially 
increased lf the Federal Reserve Banks are to purchase a 
lar ge a~unt of United States securities between now and t he 
end or the year. 

I t does no t appear desirable at the present time that 
the ra t e on Treasury bi lla should be changed or that the 
Federa l Reserve Banks should replace their weekly bill matur ­
itiea by direc t purchases f r om the Treasury. Neither does 
i t appear desirable, for reasons given in a previous memo­
r andum, tha t t he present series of billa and certificates 
should be replaced by J/4 percent 9-month bills. 

I . Federal Reserve Operations So Far This Year 

Excess reserves on October 27 , 194}, a~unted to i l, 062 
21l l i ona. This iS a decrease of about a900 !Dlllions since 
the beginning ot the year, and ia only $42 mi l lions higoer 
than the low of $1,020 million& made on July 2g. (See a t ­
t ached chart . ) 

The principal factor operating ao far thi s year to 
reduce excess reserves has been the rapid growth or money 
in circulation which haa amounted to 13· 7 billions. The 
other maJor factor whioh would have worked to reduce excess 
rea~rves -- t he increase in required reserves whiCh accom­
panies t he growth of deposita-- was offset during this 
period by the growth of War Loan deposita against which, 
under l ast April's legislation, no reeervea are required. 
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I f it oad not been tor this legiala~ion, it would have been 
neceaaary !or the Federal Reserve Banke to have purchased 
i 3·3 billio ns of Government securities in addition to the 
, J.l blll1ons wbloh they actually did acquire on net balance, 
in order to have maintained excess reserves at their present 
l evel. 

II. Probable Reserve Changes During the Rest of the Year 

The following table indicatea that during the last two 
10nths or t he year, it w1ll be neoeasary for the Federal 
Reserve System to provide for gross additions or approxi­
~tely $2.2 bi llions to member bank reserves, or for equiv­
a lent reductions to be made in member bank reserve require­
mente, if excess reserves are to be maintained at their 
current level. 

The increase of money in circulation asaumed by the 
table is the same as that Which occurred during the corre­
sponding period of last year. The $~ billions decrease in 
.Yar Loan aocount assumes that this account will be reduced 
to between ~9 billions and $10 bi llions by the end of the 
year. The $1.4 billions, or thereabouts, of additional 
r eserve funds which such a decrease would absorb would have 
been required earlier in the year had it not been tor the 
hpril legislation referred to in the preceding section. The 
toble assumes that Treasury deposita in the Federal Reserve 
Banks will be reduced to about $200 millions at the year end. 

Increaee or money in circulation 
Leas reserve released 

Increaee in required reserves due to 
transfers of $g billions from 
War Loan to private deposits 

Lees decrease in Treasury deposits 
in Federal Reserve Banke 

Net drain or excess reserves 

Bill1ons 
of dollars 

l.J 
~ 1.1 

1.4 

2.5 

_:] 

2.2 
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111. Should Existing Excess Reserves Be Further Reduced? 

Only a small portion or the anticipated drain on reserve 
runds would be provi ded by allowing excess reser ves to ~c 
cli ne ~o the bare minimum, which would be held in any event by 
country banks . We do not believe that any of the drain should 
be met in this manner. 

A comfortable margin of excess reserves is necessary to 
provide the •reel• of easy money. How large a volume this 
is depends upon the psychology of the market . The •reel" ot 
easy XQ ney oas been reasonably (although not completely) 
maintained~ however, while excess reserves have been reduced 
by about S:> percent !rom $7 b1111ons to $1.1 billions. 'l"nere 
has erown up in the past few months, however, considerable 
~alk about a •natural" rise in interest rates which is said 
to be now occurring. Under present circumstuncea, this can 
~ean only that the market is l~aing some of ita •reel

1 
or easy 

•Jo ney. It would seem best, thll<'efore, tha t excess reserves 
snoul d not be oerm1tted to fall appreciably below thei r present 
l evel during this period. 

IV . Rediscounting by Ue1nber Banks and Reduction of 
Reserve Requirements as Ueans of Meeting the 

Anticipated Drain 

It eeems to us that reliance on member bank rediscounting 
to aupply any substantial portion of the needed reserve tunde 
would be incompatible with the obJective of maintaining the 
present structure or interest rates. 

In order to provide any substantial proportion or the 
necessary reserve funds, it would be necessary tor redis­
counts to rise higher than they haVe been at any time since 
the few weeks i~~ediately following t he bank holidaY· Such 
an increase i n rediscounts would, in our opinion, place a 
tremendous pressure on the present structure of interest 
rates. This would be so for two reasons: 

( 1) The wnole tradition of rediscounting is such 
that bankers wi l l have recourse to it only 
with great reluctanoe. ~ost banks, there­
fore, would not only withdraw entirely from 
the market tor new securities, but would sell 
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(2) 

a substantial proportion of their existi ng 
portfolios before resorting to it . 

Even if bankers had no prejudice against 
rediscounting ae such, the use ot the 
rediscounting device would place a price 
ot 1/2 of 1 percent on the use of Federal 
Reserve tunde, and so would tend to raise 
interest rates generally. 

106 

Another method of meeting all or a part of the antici­
pated drai n would be a reduction in reserve requirements . 
Tbis method is compatible with the obj ective of maintaining 
tho present structure of interest rates . We feel that tho 
question of utilizing this instrument at this time is ~· !">. 
primarily a matter of Federal Reserve policy, since tho con­
siderati ons pro and con for reducing reserve requirements 
are so intricately tied up with questions of long-run 
central banking probl001e . To the extent that reserve re­
quirements may be reduced, the necessity for all or a por­
tion of the purchases of united states securities discussed 
in the next two sections would be obviated. 

v. What TYPes of Government securities Shoul d 
the Federal Reserve SYstem auY? 

To the extent that the anticipated drain is not met by 
a reduction in reserve requirements, it will be necessary - ­
if a severe strain on the present structure of interest rates 
is to be avoided -- that it be met by Federal Reserve pur­
chases of united states securities. The question remains 
~1hat class of securities should be bought?" 

onder present circumstances, Federal Reserve purchases 
ot United states securities serve the two purposes of 
(1) providing necessary reserve funds, and (2) maintaining 
the existing structure of interest rates . These two purposes 
nro not always consistent. sometimes the maintenance of tho 
structure of rates may call for the purchase of securities of 
some particular maturity when additional reserve funds are 
not needed, and vice versa. It is necessary, therefore, that 
there be some type of security, such as the Treasury b~ll, 
which can be purchased and sold for reserve purposes only 
and without reference to any particular structure ot rates . 
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The amount, if any, of United States securities other 
than Treasury billa which it will be neoeaaa ry for the Fed­
~r• l Reserve System to purchase before the end ot the year 
tor the purpose or ma i ntaini ng t he exi sting structure or 
rates cannot be foretold. The smaller the amount r equi red 
tor this purpose, the better; as purohaaea, partloularlr or 
longer aecurltiea , made for the purpoee of •aupporting the 
earket• have a bed paycholog1cal e ffect and tend to discour­
a~e outolde buyln~. It la i mportant , therefore , that no 
pre&aure on the market be allowed to arlee from a detl oienor 
ln reserve tunda. 

It woul d be ideal lt all of the purohasee which will be 
necessary for reserve purpoaea could be concentrated in billa, 
por t 1cul arly inasmuch as over a bil l i on dollars of the neces­
sary reserve runda will be needed tor the purpose or providing 
adOltional currency. A concentration ot reRerve purchases ln 
bllle may not be posel ble, however , tor reaeone describPd in 
t he next section of t hl e memorandum , 1n wh1oh case resort may 
have to be had to purohaeea or certificates a a well as billa 
for reserve purpoeea. 

VI . The Need tor Addi tional Treasury Bille 

Treasury billa have become , since the initiation of th~ 
posted rate, a type ot secondary reserve tor banks i n the 
larger cities. These ba nks are now deuend1n~ almost entirely 
upon their Treasury bi l l portfolio s tor the ma rgi n or safety 
ln t heir d.ay-to-day operati ons, vh1ch vas provi ded during the 
Thirties by e>:oeae reserves. It they were etr1pped ot their 
Treasury blll holdings, i t would, conaequently, have a material 
effect in tightening t he money ma rket. 

The total amount or Treasury bill a not held by the Fed­
eral Reoerve Banke wee about $7-1/2 blllione on October 27 . 
If the Federal Reserve System should purohaee a substantial 
amount or these bills during the remainder or the year with­
out any increaae 1n the to tal supply, it woul d reduce bank 
hold lnge of bills to a dangerously low level rrom the etand­
polnt or maintaining the exiet1ng eaee in the money market. 
'l'h18 would be particula r ly eeri oue ineamuoh ae the ba nka 
vh1ch would be p r1no1pally affected would be those i n the 
larger c1t1ea, especially Nev York a nd Ch1oa~o. It is theee 
banks upon which the Treasury muet depend i n a pinch , and lt 
1e Pxtremely important that they should be kept in a liquid 
POsition so that they will be potential buyera or Government 
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s•curlt l e s ln a n emer~ency. This vill be t he case ae long 
ae their bill portfolios are adequate. (An interes t ing 
example, taken from British experience , or the manner in 
wh1Ch a shortage of Treasury bills ca n result i n a marked 
ti~thtening of t he money oarket is given by the excerpt from 
t ht IUdland Bank Revi ev tor February-•:aroh 1939 which 11 
appended to this memorandum. The role of the Treasury bill 
1n the America n money market is nov eomevhat similar to t hat 
88 8 umed earlier by i ts British counterpart, as described in 
the excerpt.) 

It is reooo~ended, therefore , that the veekly i ssue or 
Treasury bills should be increased between nov and the end 
or the year, unleae the Federal Reserve Boord deter mines to 
m6et the entire problem by a reduction in reserve require­
mtnte. If the entire problem is to be met by purchases of 
United States securities, it would be desirable that the 
1ncrepse i n Treasury billa shoul d be $200 millions per week 
and ah~uld co~ence as soon a s practicable. Ir the increase 
could be started on Friday, !lovember 12, the outstanding 
amount of bills vould be i ncreased ,1.& billi ons by the end 
or the year. 

1C8 

If this i ncrease i s not adequate to provi de the requi­
site rteerve fundR w1 thout too gr eat a r educt ion in the blll 
portfolios of the New York and Chica~o ba nkR, it may be nec­
essary tor the Federul Reserve System to purchase certificat es 
for reserve purposea. Such purchase&, i f needed, should be 
~ade vi~orously , and it ahould be made clear to the ma rke t 
that they are bei ng made for the purpoae of providing r eaervea , 
rather than to r that of supporting s aag~>;ing atructure of ratea . 
Any certificates eo purchased could be r eplaced in t he port­
folios or the Reserve Banke v1th bille ee soon aa a n adequate 
supply ot billa became availa ble. 

VII. The Rat e on Treaeury Bille 

This memorandum baa been devoted eo far to the question 
or meeting the anticipated drain on reserve funds ror the r e­
mainder ot this year. This drain vill have to be met one vay 
or another irrespective o f vhatever action, if eny, ia taken 
with reenact to the rate on Treaeury bill a (or other Treaeury 
eecuritiea), althour,h acme methods or providing t he necessa ry 
tunde -- as by rediacounta, for exampl e -- vould in themselvee 
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t end to raise rates. An increase in rates 
help provide the necessary reserve funds. 
be conaidered solely on its own merits. 

would not , however, 
It must, therefore, 

It has been suggested that the rate on Treasury billa 
be r ai sed to 1/2 of 1 percent. 

The moat important disadvantage of such action, aside 
from ita immediate cost, is that it mi ght disturb the entire 
structure of rates. Wnether it would do this or not is a 
question of •reel" ahich i t 18 v~ry difficult to predict 
a ori or i . It is even more difficult to "Try it and see• , 
nowever , as the experiment when once made may be irreversible. 

Against this disadvantage of raising the bill r ate, the 
contention is made that an i ncrease in t he rate might br oaden 
the market . To the extent that thia ia true , it would merely 
~ean that more banks would be induced to adjust their reserve 
positions tnrough t he medium of Treasury bi lls, r at her t han 
tnrough that or excess reserves or bankers ' balances. There 
would be no particular advantage for the Treasury or the 
money marke t in such a change; and there is no reason, there­
rorP-, why each banker should not be al l owed to consult his 
own convenience in this respeot. Even if a "broadening of 
the market• for bills would be of material advantage to t he 
Treasury or the money market, however, it i s doubtful if it 
would be achieved to any i mportant extent by a 1/5 of 1 per­
cent increase in the r a te, inasmuch ae the bulk o f the exist­
i ng exceu r eserves is held by count r y banks ahi ch a.re likely 
to be little more attr acted to bi lls a t 1/2 of 1 per cent than 
at }/6 or 1 percent. 

Another and more sweeping proposal ror raising the rate 
on short-term securities is that made by the Federal Reserve 
Board in i t a memorandu~ or July 1}, 19~}. that the present 
aeriee or billa and certifi cates be withdrawn altogether and 
replaced by new }/~percent 9-month Treasury billa. We reel 
that this proposal shOuld not be adopted tor reasons set 
forth at lengt h i n our memorandum or July 19, entitled "Tbe 
Proposal or t he Federal Reserve Board tor the I ssuance of 
9- lionth Treasury Bills. • 
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VIII . The Propoa&l That the Federal Raaerve System 
Replace Ita Holdings ot Maturing Billslby 

Direct Purcbaer from the Treasury 

There remains a t1nt.l question wi th respect to the appro­
pria t e manner or distribut i on of Treasury billa. The Feder~l 
RAs~rve Syston has propose~ t hat the Federal Reserve Banks be 
permitted to purchase directly from the Treasury each week an 
amount of Treasury bills equal to the amount held in the 
System portfolio maturing t hat week. 

llO 

There is no economic or mechanical objection to this p~o­
cedure. It would accomplish the same thing as is being accom­
nliehed now, and accooplish it with fewer transactions. Neither 
1e the adoption of the proposal neceeeary, however, as an ,• 
adequate volume of b i de could eaa1ly be arranged through banke ,... 
or dealera. Furthercore, even if such p rearrangement should 
be ocnei dered undesirable , an adequate volume o f bide would 
develop on ita own account if the ra t e a t issuance were al-
lowed to rise elishtly above the poated rate of 0 .375 percent; 
and euch a rise would cause no alarm if the market were g1v•n ' 
8 prior indication that it wee to ooour. 

The argument against the procedure propoaed by the Fe~eral 
ResA rve System is simply that it would result in both the 
Trekeury and the System -- but particularly the Treasury -­
being sub jected to unnecessary censure in order to accomplish 
an objective which could be as well aooompliehed without in­
curr ing such censure. 

There 1e lltill a substantial body of opinion in the 
country at large which opposes direct purchase of Government 
seour1tiee by the central bank. Aa long as this sentiment 
exieta a nd the desired objectives of Tre£sury a nd Federal 
Reserve policy can be accomplished equally vall without re­
sorting to such purchases, there aeeme to be no reason why 
the cenaure ehould be risked. 

Attachments 
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the u!tun;att rHx~nsion which dtfermtnl alone. the budctt da)· of 1939- To .ltb:nulate the eoo'idr ce 1!. 2 
,.1,1 rrnltr hktly. of lnveston, and t hus to rwc t he lOYd of bulncM 

""'1 c~nJJtiM' like these, some extrantQUJ force is activity anti reduce the volume of unemployment, 

rt-t~,, ... t 10 lilt confidtnee sha.rply to a Je\·el at which la to render the btst pou.iblt ter"Viu to both Go'Vft'ft. 

t ,. .. u fl\t cbt n~ impttut t o new in,·utment. mmt and people. 

~\'c n«ol not look to providt.nee or to s;trildnc e~ts;.; . • • • 
-t·r ~Mcn.:e of feared events- in intttnatlonal Mo!11ETAWY Poucv- As EUO!o~lOCS Nono:-r 

.~u.w h• 1,,o,•~; lt chia quickening influence; indeed, The crux of the iltu.adon bt.in& the gilt-ect,ed 

.WM' f tht unfonunatt results of the wukntu of the market, we are led stnia,ht to the point of 

r •t~tt IK"<o 1ust htre, u1 that fu too mDGh att.~don monetary policy. " 'hich in 19J2 brw,sht about ao 

h p;u t to mtrrn:uilln:.l politkl, with all its unc-er- radi<:al and bencflcial a change in the budg~tary an4 

t;untlcot, ~u~rtilnlity to dnunatic: c.ha~es. and bualness situation. In one important rap«t thft't 

dt!Hn• e of intC'rprttation. To a large extent the iJ at prncnt no ground for complaint. We have 

st rtn~thr:nU'Ig innutn« is within the power of our own pointed out that the reduction in buk drpositt in 

Jt.Hhon11es to direct. In no stc.tion of the capital recent months does not &ipify dtflation : izMk.td, 

m:uktt could it bt more rtadily applied than in that on the simple f•cts of bank cash and drpolits then 

which tlc.1ls in gih·tdged securitia, and there are is ICOpt for con.sidtrab1e re·tx-pansion. The authori· 

spK111 re;tS(InS wh)' it is most wanted here. From ties ha\·e acted in such a " 'I}' that, notwiths.t;andinc 

OM c•t our durb 1t ";u be obstf\'ed that the yicld the stuonal inflow of tua, v;hKh uttd rc:gulatly to 

on ct•n'!!Ois has t;t.ktn anothu Sltp upward, &nd it a usc a shrinbge in c.uh reservn, the volwne of ... • • 

sctnh hkel)' t hat new borrov.ins from the public ca~h available to the banks has bHn maintained, 

\\""nnM cust th" Go\'trnment at the present t ime fully and even lncreased. The ush ratio ba.s risen, to 

ont..qu.ut tr per CC'nt ptr annwn more than six that in Ja.nuary it excttded dt:\'t:n ptr cent f« tbe 

mnruh.s ~. 3.0d about one--hall per cent more dta.rin& banb a.s a whole, u a.gainn the caJIOIDII)' 

thl.n m 1936. Having reg~rd to this comparison minimum of a little O\'tr ten. If th.i.s wrre aD that 

and t~ the prospc<t of heavy new borrowing for mattered, it could confii.Jently be predicted that the 

rt'·lrnumt:iH , it iJ to the Co\·ernment's own in· banks would proceed to expand th t ir depo1'it liabUitla 

tt'ftSt thlt tht Cllt"''\lged muk~t should be k~pt until the lt&ndard ratio was rH:tortd, and the moll 

~thlfh!-suffidentl\• strong to attr.\Ct MW money in Ukd )' •oay of thftr doing so would be b}· roterinc 

~ h rt::e ,,nd rc;ady now rrom the public:. Meanwhile, the mark« as buyt:rs of ,Lit .edged stCuritia. SUG.h 

1t ,.houtJ be notc~t in passing, the Government can a. procedure would at onc:e gh·e the requ.ired stimulus 

'1111 b!Jrrow at the lon,g·standing rate of little more to private in\·est ment, and ev~n a re:lat h·ely smt.U 

th.:m ont'-balf per C(nt per &nnum by the placing of amount of bank bu)in~. on a m.ark~t •·hich Jtaru 

Tr(•Wr)· bills with fina:nc:ial institutions. On. th~ from a weak po!.ition. would ha\·e diJproponionatdy 

lm~.:r \·iew of Government requirements, dlrect stimulating effett1o', pt.nttrating b.r btyond the 

stlf·internt dcm::tnds that such influen~e as t he immedi:J.te eonsequentcs. \ Vhy, then. do the banks 

authomies ca.n cxen to bring o.bout mort. active and not act in this ma.nntr, with resultt 10 obviously to 

bao)·>nt conditions in the (ilt-«11:«1 n=kct should be deslr<d from all points of ,;ew, includinc their 

bt bfOUJtht into pi.Jy and sustained at full force. own 1 

l'ut indin\. t sclf·interest also requirts th3t this (learlv, there i.s no reason to susp«t them of beinc 
sll•uM I)(' Jone, 1\nd done forthwith. Let it no t be merelv ,·, cuued " ,for th<'\. are no more likely than 

'...-... ,lh"n t h.l t t he Go\-enmtnt ls a privilq;ed ~rtnt."f other ·buslnes.s undenakin~s, to cut off their DOIH t o 

1 1.1 t•litf\'. "1th a pnor f b im to morr than a qu.uttt spite their '"C't$. The anf'C'ff t o our question lie. 

' 1' tht• rr~>fits , if t\t\)' (~nd incident :illy no oblig3don in the JhOrtJ.GC of bill$. We b3\"C u-pl.ai.ntd thil 

t•• 1\11\tnhute out of c3r ital to lo55e5). Hence it matter on at\·eral occuions in the put, but we ahall 

full•t\\'S th.at any a( tion by the authoritiea which, attenlpt to do so ag3.in, U onl)· because of milcon· 

I "'"'h-r un•i umgly, tmdi to disturb tonfidence ce:pt:ion.S "'hkh appe-.ar to find some acceptance wh«e 

·~" l t•• du~.-k "''" ' tnYtst~nt affects injuriously the thev are li.lble to bt mot.t h.umfully inOueatial. 

~"1'\'tnnwnt'~ own financial position both directly Thf plain fact is th.2.t at the praer.t time the ba.nb 

_.,,,, m•hrl'Ctly, while :uw :t( tion on their p:ut which ctre unable to obtain the amount of bWt they requin 

1· !.. to stren,:then i~\·tstmtnt markett-10 far u a reinforument of thrir (ash reterVa.. The 1upply 

n ~ U~ UJl \.Ont('ttition as;llnst itself for aYAiJ• Of bill:J, be it noted, \J dominated b)' the flOW of 

.. •t hJn'l" lfi\:'JO' f:t its own pos.ition a.nd prO!p«ts, Treasury bills to the ma.rket. This Dow is alWI), 

·n ' 1 'lloo:"l of both in.:ome 01nd outgoings.. 1\t a time gnatly dimin~htd in the fin t quuterof the u&end.ar 

""' • 11 m.uw c-om~nics are showing redu«d profits, \'eat-the lu t of the Gove.m me.nt 's fbu.ncial yeu-

1 .. "'fhJJ« l tion un lw"dly ~ absent (rom the by t he seuonal inflow of taxes : but the fact th.at 

"'' I •" • C!unccUoc of the Exchtq- approochinc Govommtnt ckportmtnU th•mtth 'a "" al"")' 
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w« holdm of Tr<&IU<)' biiiJ mtant thot, In· tkUful 

nun;.ag:trnrnt, the suppl)• t\•aibbLe to thf b;ankintc 

'"trm (.&n bt t.nl.u.;t'd, in a time of Jf'.\'t ihortiRt, 

af .tl§.iJJ poli<)' uu In !hot dirt<tion. At a fact , 

tl\< rkuins b>nb h<ld only [•55 milliont of biiiJ 

of .. u kimb in Januarr. u qaintt !JJI mWioru: a 

\'Uf tx· f~rt . The ligurrs of Trtuut')' bUll alone 

eo~nnot N auttd. but u an i.n.dicator of btec con­

,hti!Ons it m.l)' be mmtioned that the- t otal " tenckr 

jquc " \,f Trtuury bUlt-utuaUy accepted u a 

mf'.&.Jurt \)1 thr •uppl)' &\...U..bJ.e to the mukd-had 

di•nni<h..l by th< middle of l'tbnw)• to 1<ot tlwl 

(Jiomilhonl . thot it byroll(hly..,...t hird Utomplttd 

"i th a )"tM before. 

l'nhappily. there_,., to be • notion thot, il the 

blnb OA pkntiluDy tupplitd witb cub, they will 
t.U~Iuestionably enlarp the \'Oiume of their income­

e.un.ing utttL If, t.hen--tO the argum~t runt­

tbt ,.JIIlly of biiiJ it ktpt lhUtt, tht lwiU will be 

dri, ... to utW.e thtir surplut cash in buylnc eDt· 

td~td ...:urltieo. Plawlble u thit reuoning may 

bt, t~ uut te\'f'Tte it more Uktly to take pla.or. 

We c:a.a find a.n iliUJtr&tion. in recent exptrie:nc-e, 

for the b>nkln< retut"M thaw that durin< the 

Jl<riod of bill •hortage the banks have actually 

ttduced their holdinp of in,·Ht..,.,ts. probably by 

IM<e tl».n twenty millions of poundo--a J>twe 
A.mount fot an alftady W!ak muket to abtorb. 

What it the explanation of thlt otranftO nrgation of 

• teemi:tcly locial notioo 1 Why do tht banb 

dtbberately forgo tht opponunlty to •ucmmt thtir 

in<ome l And is there any rational bub for tMi.r 

beha\;our l The answer to an thtft quOitiont is a 

ta>tttt of ntloo-iA the plural, be it noted. 

Tu~ hiPORTAMCJ. or RAnot 

E''"}UIO by now it familiar with tht lad, of 

rut pncdca.l importa.IK.'e in the man.a,gemeot o( 

monetary conditiont, that the banb habitually 

..... ,-.,\ to the nWnten.uee of a minimum proportion 

~~ a little O\'U tat per cent o( cub reserve. apinst 

\ltposit Habtlities. Ord.i.narily. since the amount of 

caJh i..Uowtd to them b outlide their own control, 

tha< propo<tlon ~ the total volume of d<poslt 

l•oholttios, w!Uth is directly dttmnined by thtir own 

•won in addins- to Of dimin.ish.lnt the aqrtogate of 

lhtir urnlng ustt&. l..as weD recognized or under· 

~t JIIld, howt\'tr, is the observance of anothtr ratio­

~'? impon .. t if somewhat loot ~dly oboen-td­
\\ hl(h we may detl:ribe u the •• 30: 70 n.tio ••. 

rha ~nt;tils th.e mainten.anu of total liquid as.sett'­

ltul ts, cub 1Udf toectha" with .usett tOAJ.tantl)' 

\nl rud1l\· bring transmuted into cub and recon· 

\l'rt«l b11ck Into earning uset,t-M a level of at least 

tl.~ny per cent of deposit li~bilideJ. The liqukt 

• .....,, baidea cult, COftlist of <h<q.,.. In coune ol 

113 
coll«1ion ~nd b.tl.:uk.'"ft whh othrr b.tnb~ " pt&n• 

tnntit ittm whk:h rHU.hot from the ronJtant flow of 

money bt-twf'4:n cuatl)mtrt of diffenoot bank• : •lh•rt· 

tmn mnt, t:Xtndtd for ptriod.J or tbyt chiton\' to 

tht I'DOII<)" m.ult<t •nd tht stock f'rluDf:": and 

bills, tome of thrm m:aturin.,: <Lly by clot)' """ non~ 
ha\•lng more lh.:~n thrre monlh.t to run. The amount 

of lhon·ttnn mn.s the Nnks c.an ntmd dtprnds 

mainly on the dmu.nd for such actommodation 

which in lUn1 nuctuatH accordin;: tn the level oi 
acdvlty on the stoc.k "'4'h:anJ;:e and the quantity of 

!>ills brine cani<d. in .'ht """"Y mark<t. Tht only 

ttem among the ltquid I.NttJ wttith an cwdirurily 

be vari«< very much on I he initiative of the ~nkl 
thtmlltlves Is bills. II the other Uquid ,.,.., run 

down, tbe bankt uy to makt up their total olli.1uid 

auets by buyins mcwe bills. Whether th<•• will 

succeed in thtir effortt or not, howenr, will depend ""• 

largeJy upon whtther thrre are sufll\dmt hiU. :1\':a.il· 

able In th< market to .-t aU tht demands, ~ 

from other protptclive bu)'U'I u wtU u the ~nb 

thtm~lves. And this condition In tum deprndt 

mainly upon oflicW policy, in pbdnc more a< lew~ 

Trntwy biiiJ In tht m.uttt. Tht totaJ a._.nt of 

Treuury bt..1b outst:andin1 it only indtr«Uy relevant 

to the marktt aupply, for. u alrtady mnark<tl, a 

l>rwe po.rt of tht toW at aU timea it held by .. pohli< 

dep&rtments ". The .- impUtt•nt ol tht public 

departments, from this point of view, how'eva'. are 

the £Kchan.-e Equ:alit.ltlon A«ount a.nd the l•ue 

Deputment of tht Bank of Eot;land, both ol w!Uth 

are oponted unci« a unifttd authority. Tht .... tw 

requirement Is that t.he public deputmento' holdin«t 

of TrtUUI)' billt should be varied when ~ in 

otda- to .,...re an ad<qute sul'!'ly of biDJ In the 

opm marktt. 

TKE FACTS ASD nil REOUIUM.E,_IS 

What l».ppem il thil condition it not luJfilled <all 

be de~tribrd In terms of simple arithmttic. Let 

us suppose a ttArting point at whkh the ba.nlr.t art' 

so liberally JUpplitd •ith cash tl».t the ntio ol cash 

to deposit.J is wtU above tlw minirnum of a little 

O\'U te.n per <tnt. Then, it would be 1uppoeed on 

these facu alOM", the ~nkt •'Ould prouOO to utill&e 

their turpiGJ <uh in the purdwe of other ~-
and by 5U<h puro•h;ues enlar~ their clep>sits. And, 

since they thtm~vet cannot determine the amount 

of the demands upon them foe sbo<toterm loans and 

lot ad-. their natural procedure woold be to go 

into the market •nd buy rither bills ot cilt-«<ged 

in\'Htmcnt.f-'rtobably some of rach. In practice, 

their choi<< betW«D the two•ill dep<nd partly upoo 

the total \·olume of their ttquid ute:t~ : if thac in 

the aggreptt arc wcU up to or ~bo\'t the minimum 

of thirty per cent. they will prob>bly prefer to bu)" 
,,.,.,..., .... ,., 6) 
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(t•l••w.t ft-' "''' ' ) 
I. • h~<h )'l<'kl I hem a hichcr inccme; bul ~~~, ... upf'n • bills 

d n •t the)" wdl prd« to buy . ~ . 
, t<~ l.o•--e,·tr, that the supply of bills a 
·"1 

1 ;.. th.al the)' find it impn.cticable to add 
.~tn It" • F" ....1~ ..... full •-· 1 '•I·•~ ... po<hopo • ...., 10 re,....... · Y tO tuu• ~~'1 --&~· • h bu 

J b&Jlt. currtnt1y maturing: wi.U they not t m y 
t 

1

e. nl• '~Jule 41 mitN# l Certainly not. for to 
lfl\dtiM I' , • f ti id ts ell 
1 ., Y.•m1d brmg thttr rauo o qu asse w 
~low the thirty per cent minimum. ln~eed, ir the 
hllrtJI'C of bills should be acute a.nd pers15tent, they 

' )' ,,.,'. <lrh·cn actually to sell investments so as to 
'"" l " l'ed "lhl' cCtlu<.e the ptrcentage o tx assets • a Ll 

in,·e,uncntl 5>lus ad\·a.noel, to the seventy per c.ent 
rn:~..,imum. AnU this they may do even thoush 
their cash ratio 1t11ndj well abcwe t~e c~toma.ry 
minimum- In wch drcumst.anCltS thar actions are 
&O'trnetlltS! by the cash ratio t han by the" 30 : 70 
ratio... Thus we may witness an in\•en.ion of the 
pn><t<~ure whkh mi&hl have been expecud, by 
rtfcren« mn-d)' to the cash ratio. from an expansive 
oflnll polk)' ac1inc solely through cub reoerveo. 
Tho authorilieo may enbtge 1he •upply of cub, 
tlp«lll'fl this ac1ion 10 be lolloo-.<1 b)· bank pur­
dwd of in\'tstmentt and a corresponding enlarge­
rlltnl of thdr dtpodt. liabilities:; and in tbe outcome 
the banks, on the contrary, may proceed to It'll 
1n,·ntmenu, reducing their deposit liabilities tofft:Soo 

l •vrulin,(ly, in ordtr to restore their 30: 70 proportion. 
.us 11 has ~n happening in r~nt months : 

as a. result of official pol1cy, cash restn·tt have been 
incrC>.l~d. pro\'idin,g a ratio well above the customary 
minimum : but tht b.1nk.s, instead of bu); ng invest­
mmts and expanding deposits, have sold sc:nne of 
thttt gih·eJ,~f() steurititt. while deposits ha,·e 
dtcrea,wJ, So f.u from im~rting a much needtd 
~rtn~thrning innueMe in the gilt-edgtd market, 
d~~r action of the banks hu been prec:bel)• the 
-n ·~tr of "~t •"...J rtquired, and pusumably of 
w!ut •.u uatt'ndtd. This h:lS been so, not btcause 
w!ut the o~uthont•C'S h.1\"e done "'U UTOI.lg, but 
bc>c.~uc.c" tt w.u not C"nOU.f;h. 

Tu1 J csnnC'\Th)S OF RATIOS 

It mJ.y br ohi«h'l.l now, by some penetntin.g 
rutH , th u thiJI Clontr:uinMS of bank 3ctlon 
h"'uh .. fh1111 nuthiug more than sl:wish adhtrence 
hl •· U.lthHvn •l " r.Hiu.t. Why Fhoullt the banks 
Ill.· ~~· m••"lt'lll on o ll5('r\'ing th«c.• ratios, which 
o~fh ' ,,u, Ill• "il1 n•mark, l'lr~ llll'reh- " connm· 
ll··nJ.) •• ? l l.tnl w"rJ1 brt'>lk no bo;\t'!, but it 
\'l UI I" rlups l'ttul nlHih'l to knowl('(tl!" of the truth 

'uut, 111 th<- hrst Jlllt'(". th.u tht'k .. ratios a~ 
H.~thli\•IUI ", shu;,• it w.ts lhlt until a fter thf' 

I ·' t'•• '"-'""'"· l.ir~t"h· h~· the J\f,ln.'!'S of ronN-,li· 
111 l f t• "'"""'"'' tlwm whh a m· st~th• t'Utl­

\ u l"lhH\"1\ tho~.-m.,..·h,., ••r O~'ff ~xicnJN 

puiods. Priot to that timt, iD th~t formath·e- stact 
o l ban!dnJ prccreu, a ~~ lboc>,:h ~ 
ranee ol ••uiability exisud, and il ..-.. only b) 
obt<rvalion and experiencethal theb;anJa,.errled 10 
adopt lh<ir preoenl ralio pn.ttices, which indeed 
ha\'O \lJiderc- IOCM modi!Jatioo e\'tll in I he pool· 
wu ptriod.. Funher, t he ratios, though con,u­
t:ion.al, a.re much more thaD that, and adherence to 
tb<m hu more rational •uppon tban the tpithtt 
"ll&vish" would imply. 

Tho flrtl duly of every bank- and we opoiOf,oi<e 
for atatins a truism-is to ensure its abilit)' to rneet 
whatever demands its customers mar make upon 
h, .. , any time a.nd m any amount, for immed.iate 
payment o l their daims, in the lorm of balances 
standina to t.heir credit on their accounts with the 
bank. To 1..U, or e\'tn to seem to run the risk of 
Wllnc. IO perform this duly would at onoe be 
relletted in uu<lcly among customen, leadUlc 
perhapo lo heavy .. ithdrawab and to ..OOU. distur­
b;ance throuchoul 1he bluint$5 -ld. Exptrienc< 
bu s.hown I he bonks, o•·er many d«ad<s ol trial and 
error, !hal in on!« to weguud lhemseh ... ~ 
eveo momenta.ry or limited inability to ptrlorm 
their fin.t dut)', they mwt maintain the proponions 
here mentioned and discussed. The fa.tt that, 
lhro11Jh aU 1be tri>JJ and disturbances ol lhe posl· 
war era- the strain of the return to gold, the violent 
detachment from the gold standard, the re,•tr· 
lxmions ol bankin& troubles abroad, polilioal 
contro,·ersr Ill home and unsettlement in inter· 
nation~) relationt-the British bank$ have bten able 
to fullil their obliptions without question sug&ests 
that thelr adherence to tht$e ratios has not b.."tn 
without practiea.J bt.ntfit to the ptopJe whoconJtitutt 
their ultimate masten. 

TH& ~&.EO FOit NOR! Btus 

From all this it follows-'tO rttun'l to the imme­
d.iale shu.uioo-lhat ofticw policy sbould ha•'< 
recant tO IOmtthiAg more tb.an tht proflsion of atll 

adtq~te c:uh bui.s for the blnkill& srstem : it 
should t•k• a<t'Ount abo oil he 101>1 olliquid ~• 
held b)' the blnt.:s, and to that f'nd !>.hould en.tW'f' 
an adequate 1up~-.Jy of Tre~uury bills'" the m:uket. 
The rtquirtmetlt is all the more ··ur~:cnt just now 
inasmuch"' the Jhort~e of bills is iiS<'If ..:!.lntributinl 
indir""Ctl.)' to the wtakn~ of im·cst.m<'IH m:ukt.u 
which in Him is rctarJi.fl$ s:cntra1 huStrle'1i$ r«o,·cry. 
for tht immediate futurl' , until the t nd of the 
fin.ulcial year, there St'fmS lin lt' likelihood of an 
txl'"'-"'i'm of the tot:U :mwunt ~, Trr~?ry bilb 
ouUt:\nJing. But thut fhould be no d1fficulty in 
Rl('.uin~ to tht nwktt tomt of tht- bills o~t ,,rdtnt 
ht:ld b\' rublic t.lt'f'W"lmt'1lU. \._)\utf' apart fr,,m tht 
up.1nN,~ t'fff<'t of thi3! pr«NurC" on the l\.lnkmJ 
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THE DISPOSAL OF 

h..lnkin~ •l'"rm- th< g~l~<-d m.uk<t woul.t to. 11 
I) 

nrm~tht•l'k'\1 : .;anJ frotn this wC)U.kl f~·. m con· 
(OOUJI) ' "Hh U('f"rk'tk',~. 3 1"('\'1\·iftQtion \~( ln\' f'St OX"tlt 

m.;ark,•t • m 1:~1. r" 'OhTY of <unft.~.k-n<'C', .and 
rC:\1\';Jl u f n~· C'.tJI-i t .d ii1\'<"J.Itll\."'llt, t."'OllnbUltil~ tU 
rt~x~~uuaon fn11n one t•nd u1 the n.uion's hu.Aut<u 

•:•h••uoh:•· / 

NEWLY MINED GOLD 
AUSTRALIA. CANADA AND THE UNITED STATES 

,\ lllQOtb ~owe dttrribt\1 the proceJur~ by whkh 
' old Dt'lll·l)' mined l.n South Afric<A finds its \\'";1.)' into 
tbt ~ ol ultinutc ownC"n, and ex01minc\l 
tb< t ffc<a ol tbc W.. upon the inttrml monrtat')' 
JlO'IUOn .u\J exttr"'W K'OftOinic relations of the 
cocnll)'. U .u i nc uidt Ruuia. for wbic:h iruuffirient 
Womuti..ln U a\·;~il.l~t. we pro...'"<"f'd now to dc;a.l 
simt1.ul)' ..,th the th:ru othtr principal producing 
rouat.nc'l. 

A \lSTitALlA 

1-'iut, "'" tc.=ord ' proctd~•re '*''hich ;aHordJ a 
stnldng ~ontr.Ut ~·ith the bighl) concentrated system 
i)pet~tlnc l.n ~mt h Africa. In Australia the pro­
du~tii>tl or "old is , ... -oc:rilphknlly li<3tlt:red ; it varies 
i.n tc-:hnkaJ mcthO\I beeau~e of the different lonna in 
whkb the mtlal i.s found : and :u a consequence it 
tt undtnalc:tn by a wkle variety of producen., ranging 
from mlnlnc comp~nitt, somt of which emptor large 
&mOunts of capital, to indhiduaJ prospe.:ton.. 
Xt.ulr thrte-oquuttn o t the output is duh·cd from 
\\'f$ttm o\v! tr.U.a.&. 1M ne.xt btgHt contributon to 
lhc toul b<oAc Qu«ruLuod and V'octoria. In thr 
...... p<oJucinc ...... tbc ditpoo>l of cold is c••tm«< 
b\· ttpu•te Gold OU)WS Acu, and, though thC!tt" 
ddftt ~ thtm.tth·a i4 detail. each tonta.ins a 
'"'""""' that cold produced in t hr .... ~. if told 
W\thm th.1.t ara. m&)' be disposed of only to a 
·• brtnM'd buyu ",or to one of the two Ro)'al )lintt. 
•1 )Jd~ur~ and Penh. or to the Commonwealth 
IJ.tn\; , " luth h;u branches aU O\'tr the countr)'. 
TI:t, 1k"~ Mt l'ft"Ciude a. producer from himself 
•luf!f nu: n~·w1y wun gold "l>road, :&nc.l in fact snn\e 
of thl:' 1.1.,: (Uinp.anit • find it vrolitable to scnJ t he 
gQid on lh~u uwn ac:c:uunt to london or San Fr .. n· 
( 1_,.

4

, ; t ; h: ~ .. IJ there:. Uut the great bulk uf the 
0u1p111 b m the tint instOlnc-e dispoiOO of h ·.UJy. 
nle h· t'lt"''..J burert, 2.p;trt froln the )lints and the 

~~· ·~ ...... ,hh H .. mk, indut.le the tr;allin,. b.r.ukt 
~I ' f 4 l'~'" ate un~ltrt.:&kH\;f ~pt"Cwl~in • :ts 
•.o. ,n, lo~u:.. ,-n. ~ 

A l.trg~ )lMt of th~ t;old pr!)JucN g~ dir« tly 
o r in"'hrn-:tl)·. to th"· l-lints, but most of it onh· for ~ • 
rrhninc and 3JS.l)._ Titli is tme of the ··okl ~ sold 
by the proJ»«n to tr.adin.g: h.anb. whkh& is c.aL:en 
N.ck b)' thttn from the )lints and s11ii'l~ and sokt 
by th<m in O\"fl''UJ nurkf'ts. uj.u ... Uh· Lon.Joo or the 
l"niltd St3t~ Some of the gold- C'Onlin,;; to the 
)lintt, howe\* · p.aniculartr from Rl\."\ll prodU«'1't, 
it bought outright ; even then, the llint.s do not 
ac;t on thrir O'A'n a~unnt 0\S burers, but u ascots 
for the Commonwe.\hh n .. nk:. This :1rrangcment 
"'·" made 1pecific...U}' to aS$iit smi\J l JJrod~t~~rt. who, 
according to a At:Uemcnt b)' the ltmk, hdll Jlrcvi· 
ou1ly " h.1J to accept nn :n!Jit r.ary pric-e or a w.&it 
the return of proceeds frorn o\·crse:a.s ", but wcro 
now a1J I -.~ to obtain immcdi:ate p;Lyment. The Bank 
ha.s it1 O\VO atr;1ngements for re-scUing the gokl in 
world mMkets, again chiefly London 30d tht Unittd 
St:Utt. Finally. a ~r1 of the newly minN gold iJ 
KquirC\1 hy buUion brokrn. some of whom reline 
the coW thtmwh·es and dlspo$e of it abroo!.l on 
thelr own account. 

Unckt Jt(iil ... uon p.t-SM\1 in 1919. when Au .... ct .... Ji.a 
lt:h the goM st~ntbrJ. t he Gcn-.:omor.("~tt.d W"..l.t 

empo""\'f\..' 1. on the recommmd;ttiun of the Cummon· 
wulth IJ,.nk, t O JW"Ohibit the Upt)C"t of ..:uld U «""Pt 
under Jictnte. ntis power h.u not hilht.•rtu b t'\'U 
ut:rdttd, to that gold 4":\n be :.nd h t'X(IIflrtal 
frtc.l}• b)' " v.uiety of umh:·rt:skiugs aln•.t\1 \' mt:n· 
tinned. Tl•it fn .. ~lorn of dt.•:tlings in newly ntint'tl 
guld, m on•O\'C:t, S\..'Cn111U h:we brtn unaffc<:Lt"'l h)' the 
powt•r. abo ~:r.um:ll in 19"fJ to t ile Comm••n\\ ... ,,11 11 
Trc.&.Surrr, to :111thorlt.e tlw Comnlottwcalth U.tttk tu 
I C•Iuirc ,·ornJll.ll~,rily att\' ~uhl hcltl in prh·.,tc h.uul~. 
l'hcr~ are. th('n, f1111t tli .... tint:t ch:tnnels by whit'h tht: 
countn·' <t .:ul.l nuqmt j, turnr'il int•l ,•s t t>nMl •~· 
tonn:c;, ~._hkfly stcrhn,..: : fir:. t. tlu·rc i~ tl1e C."ntUIHHt1· 
wr.1hh 1-i.tllk, hu\·m.: ~··M dtr-.~ t .,, , .i.1 ch~· )lint ~ dtlll 
shtl'lflO{: u ,,tww,f; sc..,·,•ntll\ . llw t r.a~hn~ lt.tuk .. , t-.1)· 
h'« dirr<:t frurn I'' "'IUf't·r .. ,, ,..) ... J, tl11..tU\.: uu tlnu V\\U 
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TREASU RY D EPA RTMENT 

INTER OFFICE COMMU N ICATION CONPID=:JITIAL 

DA Te November 1, 19~3 

Secreta;~genthau 
Mr. H~jf· 
The -S'tfness 51 t uat1on , 
lveek endi ng October 30, 1943. 

TO 

'ROM 

Subj ect : 

Swrunary 

Coat ot 11v1ng: The ditt1cul t1es 1n carrying out t he OPA ' s 
promise to reduce 11v1ng costs to the September 19~2 level 
are apparent 1n a r enewed r i se ot t he cost -or-11v1ng index 
1n September . The rise or 0 .~ percent carried t he i ndex 
to a point 5 . 2 percent above the September 1942 level. 
H1sher clothing prices were the moat important !actor 1n 
the r1 se 1n the 1 ndex. 

Coo1nodJ.ty prices: Although prices or individual coomodi t1ea 
moved i r regul arly duri ng October, co~~~r~odity price i ndexes 
showed little chnnge t or t he month. The BLS index or 2S 
basic conmodi t 1e s bD.l ted ita gradual r i se or the previous 
three months , a nd the all-commodity index continued the 
s1de~tJ.se movement 1n e•Ti dence si nce Jul y. Gr ai n pri ces 
re~istered subst antial gS1ns during October , but livestock 
prices decl i ned noti c eably . 

Labor unrest : Recent ~~ldoat coal strikes have already caused 
an ectlmat ed producti on loss of 100,000 tons or pig i ron and 
steel, and further s t eel plant shutdowns are i mminent ir the 
atr1kee conti nue. I n addit ion to work stoppages in the 
coal mines, strike ballots have been sent out to members ot 
bot h operating and non- operating railroad labor uni ons sa a 
result or delays 1n securing settlement or long pending wage 
demands. 

Industrial producti on : Aggregate i ndustr ial output rose slightly 
more thrin seasonOlly i n Sept ember, wi th the newly revised FRB 
adj usted index r i sing to ~3 !rom ~2 in the previous mont h . 
l!ew peak product i on levels were a t tnined 1n the out put o f 
steel, crude pet roleum a nd t ransportation equi pment . 
Huni tions output on the whole vee v11,'t ual ly unchanged from 
Au~ust . 

Stock market: Despi te shar p gai ns 1n eome groups , induetrial, 
railroad nnd util i t y et ook pri ce averages moved 1n a narrow 
range in Oct ober and trading aot1v1ty decreased sli ghtly. At 
the end or t he mont h the Dow-Jones average or 65 stocks vae 
about 1 percent l o¥er than a month earlier. 
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Cost- of-living index reneva rise 

Techni cal difficulties and political opposition to 
subsidies are apparently del aying , i f not preventing, the 
reduction in t he cost or living to the September 19~2 level 
~lh1ch had been promised by the OPA and is demanded by ' 
or ganized labor . Thus, aft er a decline or 1 . 4 percent from 
the May peak, the BLS cost-of-livi ng index rose 0.4 percent 
1n Sept ember and now stands 5.2 percent above the level or 
September 1942. 

Noti ceably hi gher prices t or clothing led the advance 
1n the l iving coat i ndex in September, but alight i ncreases 
also occurred i n all t he other components ot t he i ndex except 
rent and tuel and light. (See Chart 1.) The unavailability 
ot lower- priced clothing was largely responsi ble tor t he 
subst antial increases in clothing pricee, which raised the 
clothing i ndex 2 . 2 percent dur ing the month. Food prices 
rosa slightly, f olloWing declines in the precedi ng three 
oont he . Seasonally higher prices t or eggs and advances in 
fish pr i ces largely accounted t or the increase in reed costs. 
rreah vege t able prices, however, declined 2 percent as a 
result or seasonally l ower prices t or some important iteme. 
Pricee or household furnishings , and costa or miecellaneoue 
goods and ssrvioes , continued their gradual rise. As one 
example , price s or haircuts , which are not covered by price 
ceilings, have now reached the dollar level ot World War I 
1n some ci tie a . 

Steps taken to stabilize l iving coats 

117 

Whi le the Government has not succeeded i n reducing the 
eoat-ot-Uving i ndex to the September 1942 level, steps have 
been taken which should assist in holding t he i ndex a t ex1eting 
levele i t not lowering it somewhat. Ceili ng pr1ces t or 13 
!reah vegetables at country shippi ng po1nta were r ecently 
announced by the OPA and the WFA. Regulation& embodying 
theee ceiling prices and establ1ah1ng retai l a nd whol esale 
mar kups Will be issued as rapidly as possible , it vas indicated. 
Although t he new ceili ng prices are not expected t o l ower the 
index appreciably, t hey should prevent a drastic rise in treeh 
vegetable prices auoh as ooourred las t winter and which was 
largely reeponsible for the rise in t he index at that time . 

Other measures whioh have been t aken are: (1) the setting 
ot maxi mwn prices tor t he late 1943 crop potatoes, ( 2) the 
imposition ot price ceilings on apples and grapes, and {3) t he 
announoe~ent ot a subsidy to achieve a reduction in t he price 
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of peanut butter from the July level of 33.1 cents per pound 
to about 26.5 cents. Moreover, Price Administrator Bowles 
stated recently that maximum prices t or 5 more vegetables 
will be announced soon, and t hat t he OPA is planning to bring 
under control before the next season's crop all fresh frui ta 
not yet under pri ce ceilings. 

Congreaaicnal opposition to subsidies cont inues 

Evidence of conti nued congressi onal opposition to subsidies 
accumulates. Acting on a bi ll to extend the life or the CCC 
tor two years, tho Rouse Bonking and Curr ency Committee voted 
recently to prohibit rood subsidies aft er December 31. Th1e 
orovision would not only ban future subsidies but would 
eliminate existing subsidies on meat, butter, milk a nd other 
foods . While the decision or t he committee may not be 
supported in Congress, any move to roll back rood pri ces by 
geans or subsidies seems certain to meet str ong opposition. 

Labor unrest increasi ng 

Tbe renewed upturn in living costs Will add to t he 
difficulties or coping with the recent r esurgence or labor 
unrest . Outsta ndi ng wage demands now pendi ng are those ot 
tbe nat ion ' s coal miners a nd railroad workers, whloh are 
still unsettled despi te monthe or protracted hearings and 
negot iations. With the truce in the coal wage controversy 
expiring on October 31 , and John L. LeWis expressing d1s­
aat1staotion over t he lat est WLB proposal tor settli ng t he 
dispute, another shutdown in coal mining operations threatens. 
Sporadic work stoppages in t he coal mines have been on the 
increase tor several weeks, and by last Friday about SO,OOO 
bituminous ooal miners were reported to be on strike. Steel 
operations in the South already have been out as a result of 
these strikes, w1th the U. 8. Steel Corporati on alone having 
to close down ~ blast rurnaoes and 6 open hearths ln Alabama 
by t he early part or las t veek. 

In addition to the work etoppages by the coal mlners , 
both the operating and non-operating railroad unions have 
sent out stri ke ballots as a result of !allure to secure 
satisfaotlon on wage demands. The non-operating uni ons are 
reported to be inoensed over t he delay ln securing final 
approval o! an g cent an hour increase recommended last l~ay 
by an Emer gency Board. Thi s award vas subsequently held up 
by Eeonomlo Stabil1~ation Dlreotor Vi nson and then referred t o 
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a Special Elllergency Board 11hich concluded a one-day hearing 
on the matter last week. Both· the railroads and t he non­
operatin~ uni ons have agreed to t he 8 cent increase , but have 
been unable to put t he agreement into effect without Govern­
ment approval. 

In the case of the operating unions, the dissatisfaction 
ari ses from the smallness of the wage increase recommended by 
an emercency board of the Nationa l Railway Labor Panel. The 
Unions had requested a wage increase of 30 percent , but the 
Board recommended an increase of only 4 . 5 percent, which was 
denounced by union leaders. 

While t he coal and railroad wage controversi es are t he 
only l arge scale Wa{;e disputes at issue at the present t i me, 
some observers report considerable discontent i n l abor circles 
over the hondling of wage demands, and are tearful that more 
wtdeepread labor unrest may be i n the offi ng . Such a develoP­
ment seems almos t cer tain to occur i n t he event of furt her 
1ncrenses in l iving costa. 

Commodi ty pri ce indexes unchanged 

Commodity prices were irregular during October, With 
J r ai n prices advancing and livest ock prices f a lling . The BLS 
index of 28 basic commodi t i es, however , halted its gradual 
rise of the preceding thr ee months, and last week stood at 
the same level as a month earlier. Likewise , t he all-commodit y 
index showed pr actically no change during the four weeks ended 
October 23; in f act, the i ndex has continued at about the same 
level t or t he past tour months. (See Chart 2 . ) At 102. 9 per­
cent of the 1926 average it i s now only J.2 percent above a 
year ago but 37 . 2 percent above the pre-war level of August 
1939 · 

Wheat prices rose more t han 5 cents a bushel duri ng October, 
aaking a total rise of almost 14 cents in t he past three months. 
Thie sharp rise is due in part to the t act that livestock 
feeders and i nduetri el alcohol disti llers are coapeti ng With 
millers f or the gr ain. Miller s ' margins are being squeezed 
between the rising wheat prices and the fixed ceilings on 
flour prices. The squeeze has driven many millers trom t he 
market and with the exception ot the Government business, flour 
saleo are reported to be almost at a standstill in some sections 
ot the country. While it was indicated last week that the OPA 
would announce t oday a price ceiling on sott wheat, i t is 
doubt ful whet her this action will reli eve t he squeeze, since 
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hnr d whea t prices \·till remcin fl'ee fl'om control. Prioe 
ceilings cannot be imposed on hard ~theat as ye t because 
hard whea t prices are still below pari ty. 

!~eat anl llllll prices decline 

In contrast to t he rise in grain pri ces , live animal 
prices declined during t he past month. Although the i mpoeition 
o f a price ceiling on hogs had the initial effect o f r educing 
hog pr i ces , seasonally heavy marketinge or hogs i n recent 
weeks have lowered pri ces substantially below t he $14 . 75 
ceiling l evel. Due to heavy tall marketing& , prioeo of 
steers in October trere considerably louer tha n during the 
previous month. (Prices las t week, however, were the same 
as at the begi nning ot t he month, as is indicated on Chart }.) 

Stabili~ation Di rector Vinson i ssued a directive last 
week es t ablishing minimum and max1muc prices tor each grade 
ot cattle. It a lives t ock slaushterer ahould pay more t han 
t he maximum price or lees than the minimum price, an amount 
equal to that ditterence will be subtracted trom the mea t 
aubaidy payments made to t hat slaughterer. The spread 
between the maximum and the minimum prices is $1 per hundred­
weight tor each gr ade. 

Cotton prices eased during October, due in part to 
hedging operations, and wool top prices were substantially 
l ower on relatively light d emand. Although the burlap 
pr i ce ceiling i n the !lew York market was revised upward, 
causing the sharp rise shown on Chart 3, ceiling prices in 
some other markets were lower ed in a r evisi on desi gned to 
equalize treight r a t es . The general level ot burlap prices 
for t he country as a whole remained about the same . 

Farm prioe index slightly lower 

Although tho index ot prices received by tnrmers declined 
sl i ghtly in t he month ended October 15, it was almost 14 per­
cent above last year and was at t he hi ghest level tor October 
si nce The decline i n t he i ndex was largely due to lower 

t, meat animals , pot a t oes, and truck crops. 
Reflecting t he tight t eed situati on, t he gra.in 

substantial rise tor the eleventh consecutive 
month , With th e prices ot all grains but corn regist ering 
sharp advances. Prices ot dairy produote and eggs were 
seasonally higher. 
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Tbe index ot prices paid by tarmsrs (including i nterest 
and taxes) advanced slightly, in contrast to the amall decline 
1n the index ot pri ces received. Consequently, te.rm nrices 
avernged 116 percent or parity as compared with 117 percent a 
mont h earlier and with 110 percent a year earlier. Grains 
continue to be the only group whose prices average below 
:>arlty. 

Stock prices steady and trading activity moderate 

Stock prices on the whole moved within a narrow range 
during October, and trading acti vity was relatively slow with 
t he maximum dally volume total ing leas t han 900,000 shares . 
Although a flurry or buying resulted in some sharp advances 
near the end of the month1 notably in prices of liquor atooka, 
the Dow-Jones average or b5 stocks at the end of October ve.a 
about l percent lower t han at the end of September. This 
alight decline was due entirely to a small setback in 
industrial st~eka, as t he r ailroad and uti l ity stock averages 
showed trifling gai ns during the period . (See Chart 5.) 

The rela tively cautious attitude which characterized 
trading on the New York Exchange last month we.e accompanied 
by a moderate decline in industrial etoeks prices at London. 
After almost touching the war-time peak in early October, 
stock prices in London have since declined about 3 percent, 
t hus making e. somewhat poorer showing than stock prices at 
~~~" York. (See Chart 6.) To some extent thla probably 
represents a belated correction to the rise in the London 
markat which followed Muasollni's downfall. In addition , a 
somewhat less optimistic attitude on t he early end or the 
var and a tendency to avalt the outcome o f the Moscow conference 
are reported to be factors in the decline. 

Industrial production slightly higher in Sentember 

The newly- revised FRB index of industrial production was 
made public tor the first time with the release ot production 
data tor the month of September. On t he basis of the new index, 
industrial output during the month rose slightly more than 
seasonally, With the adJusted index moving up to 2~3 from 2~2 
in August. Reference to Chart I will diaoloae that the index 
on the old basis stood at orily ~3 in August . Moat of the 
di t terence between the two indexes vas accounted tor by sharp 
upvllrd revisi ons in pr oduot i on figures t or the chemical, 
trnnaportation equipment and machi nery industries, although 
Ot her important revisions were al so made. 

,. 
• 
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7he modera te rise in aggregate industrial output in 
September vas largely due to the attainment or new peak 
levels i n the output or steel, transportation equioment 
and crude petroleum. Arter allowance tor seaaonal' taotors, 
nondurable goode output was unchanged from the previous 
month, despite an upward spurt in cotton ooneumption which 
had been declining since last May. 

The i mportant machinery industry shot1ed o. very alight 
decline in output, in reflection or further contraction in 
the cachine tool industry. Haohine tool shipments declined 
3 percent in September, and untilled orders at the end or 
the month were 14 percent lower than a month earlier. A 
very sharp drop in output nov seems in prospect tor the 
machine tool industry during the coming yeo.r . The director 
or the WPB tools division recently estimated t hat shi oments 
in 1944 would drop below S400 millions, whereas September 
shipments were at an annual rate or more tha n 81 billion. 

!~un1t1ona output virtually unchanged in September 

Aggregate munitions output in September wne practically 
unchanged from the previous month W1 th the 1'/PB index or 
munitions output standing at bl4 (November 1941• 100) as 
compared with ol} in August. Output or aircraft and related 
munitions items increased 2 percent 1n September with tour­
motored bombers shoWing a rise of b percent. Ho~<ever, the 
nW!lber of planee produced durin.g the month dropped to 7, 59g 
from 7, bl2 in August . 

Preliminary estimates or work done on t he s~~P program 
1n September revealed increases or 3 percent in Naval vessels 
and l percent in merchant vessels, although actual deliveries 
ot naval vessels and completions or Liberty ships tell some­
t:ho.t below August levels. Ammunition output increased 3 per­
cent and signal equipment rose b percent, but the latter was 
still behind a schedule w~~ch i s admitted to be ambiti ously 
hi gh. 

Production threatened by coal stri ke 

1'11 th war production already hampered by manpower shortage a, 
the situation prom.isea t o be seriously aggr avated by the work 
ctoppages in the coal mines. Even bef ore wildcat strikes in 
the coal minee had attained present ssrious proportions, the 
Acting Chairman or the 1'/PB eaid that shipyards were beginning 
t o feel the pinch and that it the strikes should continue a 
month longer, tankers, Liberty ah1ps and cargo vessels would 

• . -
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be held up for lack of steel plates. WPB offioials estimate 
thet current colll. atri.kes hLve already caused a producti on 
loss of 100,000 tone of pig iron and steel,while further 
large steel plant shutdowns in the Birmingham area are 
expected thi s weelt 1f the strikes cont inue, 

Aside from t he effect on industria l production, the Solid 
FUels Adm1niatration has seen fit to freeze stocks of domestic 
t ype coal at the mines in order to assure adequate suppli es of 
heating fuel for civilians. During the weak ended October 23 
sof t coal output dropped 425,000 tone to 11,300,000 tons. A 
further decline undoubtedly occurred l ast week in view of 
~~e spread ot Wildcat s t rikes during the period. 

Department s tore sales higher in October 

Although department store sales in September were about 
S percent above September 19~2 , the rise trom the unusually 
good August level wne less than seasonal, and the FRB adjusted 
index ot sales tor the mont h dropped 10 points to 132. 
Contrary to the usulll. seasonal trend, depar tment store sales 
in the first 3 weeks ot October have risen above September 
figures, t hus probably foreshadowing a contra-seasonlll. rise 
in the adjusted sales index tor Oct ober. Earlier than usual 
Christmas gift buying for overseas members ot the armed 
forces undoubtedly has been a contributory factor in the 
strong October sales showing. 

Despite the heavy sales volume ot the early part of the 
year and again during the l a te e~er, department store stocks 
nt the end ot September (in dollar value) stood at the hlgheet 
point in 10 months. However, the rise trom August to September 
was less than seasonal and the adjusted index of stocks dropped 
to 110 (1923-25- 100) f r om 114 in the previous month. (See 
Chart g,) Nevertheless, stocks at the end of September (1n 
Cio11ar value) were only 12 percent belo~< the correspondi ng 
date 1n 1~2 when de~rtment store inventories were close to 
the highest ievel on record. 

• . -
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 25 

November 1, 1943 

t .EL:ORAJVDUJ.l TO THE SECRETARY : 

Supplementing report to you of October 25, 1943, 

the purchases against the African Protram from 

October 25, 1943, to October 31, 1~43, totaled 

.;;352, 667 .2ij, or a total of pu.rchaees f or the program 

thus far of $75, 614, 690.S7. 

Attached is report giving status of shipping 

against these purchases. 

A. J . Walsh 
Acting Dire tor of Procuremept 
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Le t r~ er !..oHl . • ' Ol't .n out. 

~o=odit• 
__ t ort _J..~:.:~ _:~selz 0 l'>l' l 

A;;ric . l acb. I 1e• ents ~~::v . G{ ~ .C2 t. v .C7 24!: . 53 
Auto· otive l:qpt . Parts "~1 .25 £ .1$ .9" 176. !: 
~'atteries 12!! .07 •""E ~ · ' 1 s. 7 
Pearings 3.39 .13 1.02 1.76 
Brass &. Pronze 288.4 2. 5 7 . ~ 

Brushes & rrooos .8 .49 
Bldg. Hdw. ~ ~teria1 622.69 '..9~ 2G3 .58 185 .27 
Chemicals 2, 3479.00 G06.61 7779, 78 2383 . 99 
Clothing, Notions & Textiles 11.1 , 61,5 • OG 2688 .4.9 4299.76 
Construe tion 1.:S.chinery .35 fi . l 6 4.36 
Copper in Various Forms 400.09 4.45 216.78 19.67 
Elec . ~qpt . ' Supplies 110.0 62 .28 53 .92 
Explosives 14.15 
Ferro-Alloys 73.08 11 .32 40 .74 10o .33 
Food & Food Products C:032. 
Furniture & Office Eqpt . c Ln 1.61 .05 • V 

C.1ass UJ4. .32 S7 .C9 FS.C6 S{ 9 .()( 
~raAhite Products 10o .03 .18 ::0.18 
Ran ~ Cuttinb Tools 13<:7 .43 237 .a 248.91 
Industrial lachinery 140.39 5~ .88 ' '{. 18 490.29 
Iron G45.36 8!;5. 2 •.i02.19 103 .25 
Jute Bats !357.47 5;,5 . 
Lead & ead Alloys 73.18 102.5 ~ 
Kedica1 Supplies f.G . l 2 .68 5.02 . 3 
!<on-Ferrous l'eta1s , Other !.36.05 24 .88 128,37 
Paper & Paper Products 6554.98 1230,3 26G5 .6G 3431.68 
Ro£e & Twine 247.7 34. 75 14. 12. 
Ru ber 831.9 1.73 27E .l 646 .3 
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'O!"'..t:.& E: '" zc 
cnder i:;;tld Cn Ln 01\tO 

ColT oditl __ t ort 0 ort 

Shoes l; Roots .n5 . ti8 v .34 ,..,t. • 7U l~l5 .0~ 

Steel, Alloy Carbon 13228 .3 480.32 o...;.77 ... 7 5!:4~ . 13 

Steel, Pipe • Tubing 372 .06 l o6 .1 7vl .OO 1100. 116 

Tin Plate 2007.64 no . ., ul O.ol 3500 .00 
Zinc 25.41 27 .SG 1.88 102.01 

Totals 80, G78.44 3726 .41 24808.35 25288 .89 
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CABLE 

TO• State Department, 1'/ashington 

fllOU • American i>mbassy, Montevideo 

DATE• November l, 1943 

lJru8ua¥8n llinioter o! Finance Ric&rdo COsio 

cll.ed this aoming atter two ..mtha' illnua. 
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TELEGJW: SENT 

h:' 
This ~£1EgraT. mus t bE 
naraQhraetd bt fort bt 1ng 
oo~untcatEd t o enyont 
othtr thPn 11 GoVE:rnmtntal. 
ag!ne y. ( E!R l 

Al~JU:CAN ElmASSY 

;:.oscow. 

1148 

Novtm~tr 1, 1943 

7 P·~ · 

PERSOliAL FOR SECRETARY HULL mo:: 6ECRETJ...~ 

~tORGO!THAU . 

QUOTE I a9prtctat t vtry much your tf!tet1vE 

and qu1ok work 1n tak1n~ CPXE or thE mat tEr ratstd 

1n my l ttttr to you or Ootobtr 0 . VN~U,TE. 

P:l : FL: -r;:· 

6TETTINIU6 
(J.ot1ncrl 

' FL) 
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Tll.e tollonna •e•NCe 1e tro• Ule 8eoreiaJ7 ot lliaie 

and 1e Pereonal tor lleoreiarr ICora:enihau: 

I ha9e reoe1Ye4 a leiter tro• 1Coloio9, 1n repl7 to 

written and oral repreeentai1one wh1Gb I b&9e aade on 

tll.e eubJeot, 1n 'llh1Gb !I.e eiaiu ib&i 1n the nrr near 

tlltlll'e Ule People' • Ooaahear1ai of rtnanoe will eend 

e:q~erh t o VallhlDCion t or the Plll'JIO .. of parUo1paUnc 

1n d1eeuee1one reaar41nc ill.e International 8i&b111aai1on 
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IIC: ro :..:. P2-fRANS:IH!£0 

· : rt!SK ; .. osr SiX:Rc:T COt'~ !IO. _ _ __,_(_V __ 
U . ~ . SECRET 

OH'-L llo . J58 

lnfoM&tion r •ceived up to 10 A. ll . b~ Noveober . 

l. ;IAYAL 
-- A U.S. Destroyer bo<JbarJed ~h• road and rail cro~sint; North of 

V~LroRNO on JO~b . Yesterday one of H.ts. OA>e~royero eecor~inc a hoo.,.,.ard 
c.> voy sank a U-boat. off CAP<; fUilSfERll£ and ono of H. i.l. Anti- sul:nuine 
tM"'lors eart<a U-boa~ in the Strait of Gibrlll~<>r . 

' . l1Il.I!Af.Y Italy J lst . llo substantial chance . Bad rosther continued . 

Eigh th Amy 

Olvioion cnoturod tiACCHI A, 

Cr os sing ovor Tivor !RIGIIO on 78th Division front 
hinder ed by r nin and shclline . Fur ther left FifLh 

GODEIIA nnd CAll !.ILUI'O . 

F1l:th Army U. S. Infantry made somo poogress tlor~h \'oat of Plli.!A 
ilithoul> opposHion . Vest of PUIRAYAI RONO. !hoy 

or• no·· closo to th• rein CAPUA-YI!lt.FRO road . U. K. troo.>S have captur od fEANO. 

Russia See O. O.IJ. I.' a telttrAm to tlllit.ary Attache. 

) . IF OP~f~rro.•s r.estern fro~~ Jlst . i:ieM ucort.-. !'fllhoon Soabors 
a~tacl<od an airfield 1n th' CH.::R30URC 
Peninsula . 

) lot/la~ . rotal of lS t:osquito>s o·erc oont to tl\0.:11 , 9USSeLOORF, COLOCN.:. nnd 
OJ.:.i.HAUSW . 12 onemy aircrafo of ~h 1.eh four pone~rnt•r! to ~h• [,ondon area 
OjlQrnted · ovor foouthern &lglend, on? w-ns dest.roy>JO . tonG bo~bs \t~re droppo<! 
111 throt Lonf.~C'\n 2oroughs . One fatul casualty so fo.r r~~IOrt9u . 

Oodecanesc 30th llelluflyMero d:o~rov•c, fiv > out of olrht 
JHd uUock1no• shippinc; off CASreLORIZZO . 
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Re: FREEZING OF ARGENTINE FUNDS 

Present: )(r, Bell 
Jlr, Paul 
Jlr. Guton 
Mr, Bernstein 
Mr. Pehle 
llr, Luxford 
Kr.D.!Boie 

Nov .. ber 2, 1943 
9:30 a ••• 
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H,M.JR: I think the Treaeur7 is in an abeolutel7 false 
position, We ~ere outsmarted, or something. We are recom­
mending through f reezing of funds that we are in favor of 
chanaing the ?orm of government down there in Argentina, 
whicli I don't think is an7 of cur damned busineee, I aean, 
that is llr, HulL's responsibilit7. And i f I hed been the 
President or llr. Hull, after reading the memorandum and the 
cable sent from Moscow, I would have done the aame t hing 
Hull did,and said no, 

llR. PAUL: You can't just look at an economic probl .. 
like that and shut 7our e7es to all the other consequences, 
You were bouna to call those to the attantion--

H.ll. JR: I don't think it is our busineee t o call it to 
the Prt~ident • s attentionJ 

llR. PAUL: We didn't e&7 we wanted to change it; we aaid 
that would have been one of the consequences. 

H.ll. JR: That is the W&7 I feel. I have never been put 
in that kind of position before where Hull •11• no and the 
Preeident 1a7s no, and I think the7 are correct. The other 
thing which I oan't understand 11 having givan this thing out 
to the press, and then we tr1 to hide it from Stettiniua. It 
sa7s ao in 7our aemorandum. 

llR, PAUL: We were advised that the7 didn't want to know 
anJthing a bout it, 

v 

~·-
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H.Jl.JR: &It that ian't what ;you eay in ;your memo­
randUIII . 

MR. PAUL: How did we put it? 

B.ll. JR: Haven't you read this? 

llR. PAUL: Yes, but naturally I can't remember every 
word of it. 

H.li.JR: You put in thie memorand1111 to try to hide 
fr<D Stettinius that we gave thie thing up. 

KR. PAUL: No, there was a leak; that i a the way we 
put it. 

KR. LUXFORD: When Collado apoke to me about it, I 
did not vol unteer how the leak happened, although aa far ae 
I know t here was no conversation . 

H.M. JR: No, but you lef t Stettini ue with the impression 
that the leak came out of New York. 

IIR. LUXFORD: The State Department t ook that position 
that the leak came out of New York. \~ether they took it 
because they wanted to believe that, or wanted to aa;r 
that, or for whatever reason, we don't know. It was quite 
obYioua on ita race. 

B.lol. JR: Did ;you find thie'1 

lffi. LUXFORD: Yea, air. 

H.li.JR: Why not say we did this because somebody 
called ue up from the State Department and said that wae 
what the President wanted. 

lo!R. P!UL: The President wrot e a mamorandum that that 
was what he wanted. 

H.li.JR: Two things are mieaing. There wae no copy of 
the aeaaage from Hull back from Jloecow. 

,. 
• 
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MR. LUIFORD: We don't ban that, 

WR. BELL: That wae promised to ue, 

H.W. JR: And then there i e not hing on what the 
President eaid. I t ie not in there. 

WR. PERLE: There ie Stettiniue ' transmittal and the 
President' s l etter. 

B.W. JR: That isn't in here. 

144 

WR. LUXFORD: It came Je&terdaJ afternoon. That caae 
ill t o II¥ office after the meraorandum went out. 

WR. PEHLE: This ia the tiret one, Wr. SecretarJ. 

H.li.JR: I don' t aee wb.:r, when the word oamea tram 
the State Department to ua that tbie it what the President 
wan ta, whf we should t ry to tool the State Department. 

(CopJ of Wr. Stettiniue' l etter of transmittal dated 
October SO, handed to the Secretary, copy attached.~ 

B.ll.JR: Collado indicates Stettinlua was di sturbed 
by tbe storJ ·~caring in tbe Tiaea Heral d. Pehle told 
• • be waa same t aurpriaed bJ the reachona and indicated 
the leak waa one for the TreaaurJ. Pehle did not indica 
howenr, whether or not the Treaaury bad aDJthing to do 
with the atoriea appearing i.n the preaa. 

KR. LUIFORD: I didn't do that, because I didn't han 
a chance to talk t o anJbod,J here. 

H,V,JR: I think you kind of outsm~rted JOUr aelf. 

liR. PAUL: I don't know. I don't think Stettiniua 
wan ted ue to tell them that . 

liR, LUXFORD: Doug called 11e before tbie and eaid 
Larr1 Duggan' s political adTieora aaid the matter of a 
leak waa one for the TreaaurJ, and he probabl7 wasn't out 
ot to1111 f or a daJ while thia waa going on. Collado didn't 
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bue Doug in there to talk to at the tille, When Collado 
talked to me about it, I eaid Duggan had eaid to me it waa 
a matter tor the Treaeury. 

H,K.JR: You let yourself be sucked into an iapoeeible 
situation. Here is the United States bluffing and giYing 
out a leak, and the State Department tr7ing to investigate, 
We eay, ot couree, that we didn' t, but that ie neither here 
nor there . But the United Statee Governaent cannot bluff, 
and the President - how would it be to let the leak out 
that aaae treesing control - the anawer h, it would be 
lousy; that would be the answer. I me~, the United 
S ta tee Gonrnmen t can' t blu!t. I rtad till a m1111orandla 
that 70u signed with Stettiniua, read it oYer two or 
three tillu. · 

MR. PAUL: You know how that had to be produced. 

H,M. JR: No. 

MR. PAUL: Every word had to be agreed on with the 
State Department. That wae my fault, 6ecauae Stet tiniua 
and I agreed to write a joint m1111orandum. 

H.K. JR: After reading it Jointly- I read it and 
read what Stettiniua aaid and what he told Hull, and it 
I were in Hull's place I would alao haYe said no, 

MR. PAUL: That is a YerJ honeat difference ot opinion. 
I would go the other way. 

H.Y.JR: I differ with you entirelf• I am Yel'T sorr1 
it waa handled the way it waa, because t leads ua into an 
impoaaible position . 

MR. LUXFORD: You mean on the onrthrow ot the Gonrn­
ment? 

H.K. JR• No,Yia-a-via the State Department, Yia-a-vie 
Mr. Hull, and with that reault that moneJ ie leaving the 
oountr7• money ie being transferred from one countr7 to 
another! money i e being tranaferred to Sweden; and gold 
h leartng tha coun ti'J. 
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MR. PAUL: Gold h . a dHhrent matter. That ia lening 
the countr7 aa per preTioua achedule. 

H.M.JR: BUt the net result is ver7 bad. 

MR. JllOOIS: Judpente ditter, but 1t n•s to ae the 
leak baa been Ter7 healthJ aa tar ae Argentina ie concerned. 
The aoat recent deTelopaenta indicate aha ie scared to 
death. I think that ia a health1 reaction. 

H.K.JR: Scared to death or what? 

MR. DIIOOIS: What we aa7 do next. J.nd I think that 
may haTe aaae influence down t here. It ae .. a to me that 
baa probabl7 had a healthJ influence or the t1Pe we want in 
Argentina. 

H.K.JR: Did 70u concur on this? 

lffi. BERNSTEIN: Yes, air. 

KR. PAUL: ETer7body concurred. 

H.M.JR: That makes it unanimous. 

MR. LUXFORD: Ka7 I make one point: At all timea the 
State Department waa in accord that the7 would like to aee 
thia preeent Gonrnaent or Argentina thrO'EI out. W• weren 1 t 
going to the State Department and 117, "'lbat is a bad 
Gonrnaent; JOU ought to throw it out.• We won't do that. 
Ther were in accora. 

H.K.JR: But look at the oablea eent to Hull. 

MR. LUXFORD: That wae not a !air etat .. ent, and 
obdouel7 we didn • t eee the oable. or couree, they will 
put the oaee up to Hull. It ia deaigned to haTe hill aa7 
no. 

KR. GASTON: Ae I underetood the matter, the Preeident 
wiahed there would be a leak on the aatter and the State 
Department waa willing, but the7 th .... lna didn't want to 
be reaponeible tor it. 

.. ~ • 
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H.W.JR: But, Herbert, wh1 ahould we be the goat on 
the thing? How would it be to let it leak out? It ie a 
question. 

WR. GASTON: I never eaw that memorandum, 

MR. PEHLE : That wae not furniehed to ua. 
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MR. GASTON: We were told that the Preaident euggeated 
that t here be an informal leak. The State Department agreed,, 
but thought that the leak ought not to caae from the State ' • 
Department, but that the TreaaurT ahould do it. 

H.li.JR: .It&T I auggeat the WaT I would like a msorandua 
drawn? You are going to be on the Hill todaJ? 

.ltR. PAUL: I don't know; I can't tell until theT call 
me. 

H.M. JR: AnJW&T, the combined forcea here - will 
aamebodfmake eome notee? I am not eutficientlT familiar 
with thie, but evidantlr there waa aame agre~ent which 
waa entered into with the Argentine Government ae to what 
theT would or wouldn' t do a half rear ago. 

WR. LUXFORD: TheT had oonferencee, yes, sir; one here 
and one at Rio 

• 
MR. I£RNSTEIN: One in We abington. 

H.li.JR: I don't know what theT agreed upon, but let'• 
start with the pramiae theT agreed to be good, see. Now, 
from the time that they agreed to thia, what haa happened 
on the atriotly econ1111.ic front, and what do we know that tbaT 
have done to help our enemita? Set ? 

liR. LUXFORD: Yea, sir. 

R.M.JR: Now, what I would like to do ia to ha!e that 
reviewed and brought up to date, TOU au, and eay, Here 
h what they han agreed to do, and thie ie the WIT they 
have aoted ainct then.• And I would like to aay in view of 
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that, I having returned want it etrongly urged upon the 
State DepartDent that thef freete all the funde baaed on 
the record which baa taken place during the last year and 
a half. This I am not ao sure about: ~nat I would like to 
say ia that on hearing fraR whoever the man was that the 
President wanted this given out - we did give it out. ind 
I would ear that having done tbia on information supplied 
to ua by the State Depart.ent we don ' t think the United 
Statu Government can be put in the position o.f blufting. 

MR. GASTON : Yea, air, I agree with that wholly, 
because that ia the first thing I said to Dan. 

H.W. JR: Let me juat run through thie thing. I han 
been on it eince five-thirty thie morning. I don ' t want 

~· -

to forget -.:, thought. Since thie leak baa happened, this 
is what baa happened in the United Stataa in the way of 
transfer of funda, which wa think ia definitely of aeaiatance 
to our enemies and will be harmful to ue in the conduct of 
the war - I want to particularly draw attention to the 
transfer of funds to Sweden. 

Then I want to say, "I aincerelr hope that you will 
review the situation in the light of the record of the 
econaR!c facta, wholly on the econaR!c facta, aiding the 
enemy, aasieting the enemy. I etrongly rec0111111end that we 
do thie on the baaia of reca.mendation; but inasnuch aa 
thie ie a aatter of foreign relations between the united 
States Government and the Argentine, I will wait until the 
State Depar taent adviaea ua, and put the whole burden on 
th ... " That ia the W&f I feel. 

lffi. BELL: That ia all right. 

liR. GAST<Ji: Yea. 

KR. LUXFORD: I don't think it changes the situation 
that ia present todaf• 

MR. BELL: It aakea the record, 

KR. LUXFORD: Well, they made the record •• They went 
to the Preeident twice and said, "Don' t do it. 
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H.W,JR: Who did? 

KR. LUXFORD: The State Department, 

H.K. JR: But look at the oppoeition, vie-a-Tis the 
State Department. 

KR. LUXFORD: We said we agreed with .lmbauador 
Armour, who made all those economic argumente, 

B.W. JR: Just a moment, let me get this thing. What 
do 70U think, Herbert? 

WR. GJ.STO.~: I think we ought to make a record ina much 
as this cable to Hull puts us in a very false position , And 
I aleo think that having once made this bluff, that ia 
eoaething we have to go through with. That is a matter that 
I mentioned to Dan right after he got back, that we would 
han to follow it up. I think that so far aa thia11lemo­
randum that Kr. Paul prepared is going to the President, I 
think it is purely in the State Department's field, but if 
the State Department wan ted to give our memorandum to the 
Preaident, that is their business . 

WR. PAULl It waan' t oure, it waa the Joint ••orandum. 

H.V. JR: (Reading from cablegram sent to Secretary Hull 
b7 Mr. Stettiniue, dated October 24, 1943) "! blocking 
propoeal alao baa been reca.mended b7 Aabaaeador Armour,• 
and ao forth , "There ia a political objective in the pro­
poeale of both Ambassador !l'llour and the Treasury. Thie 
obJective ie not an economic warfare purpoee, but rather 
the upeettin& of the preeent Argentine Government, • That 
is what I obJect to so etrenuouely, 

MR. PAUL: That ia one thing we didn't prepare. 

H.14. JR: I am not questioning it. I mean, I am coming 
in after the horae ia out oi' the l>arn, and I want to recoup 
my position, I would like to do it the way I outlined, ana 
I will eend Stettiniua a memorandum every night, lett ing 
him know how auch gold - I will put it solely on him. I 
wi ll make a bet with you people that he will crack within 
forty-eight houra. 

~· -
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MR. LUXFORD: We were Yerr close here. 

H.M.JR: But please, I want to atop all these conYer­
aatione and conferences. I don't want anybodJ to talk to 
the third and fourth people down the line. I want to atop 
t hie thing, Duggan eaye thie, and .Armour ears that. 

That ie a Yicioua paragraph to put in. 

YR. BERNSTEIN: I don't think that it ie precieelJ 
correct to ea7 that we were onl1 bluffing. l'e did 
eepeciall7 block the Nationalea, two ••rr lerge benke 
there, and ha•e effected their tranefere. I think that 
ie certainl7 an important step toward the freezing of 
.Argentina. 

MR. PERLE: There ie one other thing on that, Kr. 
Secretarr. 

H.M. JR: He•• the7 been frozen here? 

(General agre«ment) 

H.M.JR: .Are the7 etill frozen? 

(General agreement) 

MR. LUXFORD: Ckle h ell Gonrlllllent-owned, and one 
h halt Gonl'llllent-o'lll!ed. 

H.M.JR: Still frozenY 

MR. LUXFORD: Yea, eir. 

MR. BERNSTEIN: TheJ are the two largest banks ! rca 
the point of Yi:ew of cooperating with the .A:de. 

J 
MR. BELL: How did JOU fr"ae thaY 

MR. LUXFORD: The State Departaent agreed Frida7 night 
when the7 were aoYing part of their funde to Uru~•7 and 
the other in the Central Bank account. 
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H.K.JR; I would 117, haTing agreed to that, whJ not 
go the whole wa7. 

KR. LUXFORD: The7 are going t o sa7 that there is 
political objection. 

WR. PERLE: Not haTing agreed to the whole freezing 
they will sa7, "You shoul d let loo .. of these two banka,' 

H.K.JR: I haTen't been in on the arguaenta; I don't 
know the cir cumstances or the prasaurea that 70u are under. 
I realize it ia always there wh.en 70u don't take 11art in 
it. I want to tr)' to recoup the Treasury's posit1on 
so that we are on straight economic grounds, and not in 
this position which Stettiniua has put us in, 

KR. PAUL: I wan t to raise a general point beyond 
this particular episode on that front . I aon' t think it 
is possible to operate, to ignore the non-econ~io; you 
have to discuss the whole pictur e. As soon as 7ou put 
things in c~parbnenta 70u are lost, You don't have to 
t ell the State Deparbnent what they should do. That is 
their job. But you can have a discussion of a thing like 
thla or the North African a1 tuation and enr7thing else of 
that sort, because the political and economic are all 
mixed up together in ever1 single one of these questions. 
Therefore, you are raising the basic policy question, the 
rela tionship between this Deparbnent and State. J.m I 
correct'/ 

liR, LUXFORD: Tea. 

B.V. JR: I don't agree with you. 

liR. PAUL: That ia whJ I want to flush that question, 
eo we know what 70u do think. 

H.K.JR: I don't agree with you, because Mr. Hull 
hae a perf ect right to aay to ae that it is none of aT 
business to try to upset the Argentinian GoTernment. 
Now he ea7s it is m7 responsibility t o haTe the rela tion· 
ship between two goTernmenta·· 
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llR. PAUL: I agree with that. 

H.Y. JR: But I aay toY; . Hull, "It is my reaponaibility 
to draw your attention to a fact when another country ia 
aiding our ene~DT1 whi ch I am doing." Then, after having 
givenlir. Hull the facta, he baa to make up hie mind. 

KR. PAUL: 
but I don't see 
compartment.. 

I agree that he haa to make up hie mind 
how you can diacuaa these queationa in ' 

~. BELL: It aeema to ae that you are diacuaaing the1e 
aattera on an e.c:onaaic beah. You ban to think further 
and decide wba t poll tical con .. quencu the;y are going t o 
haTe. It ae .. a to ae that baa to be in the discussion, but 
I think it ia unfortunate that they put into that telegru 
to Hull that we are thinking about the oTerthrow of the 
Government. But I do think in ;your conversation• you haTe 
to think of the political oonaequenoea of an action on an 
economic f ront. 

llR. PAUL: Just like on the tax front; ;you can't think 
of revenue onl;y. 

H.K.JR: We haTe alwa;ya done that here. We did it 
in t he caae of Japan, gaaoline and acrap iron. I t i a one 
thing to do it here and diacuaa it here in the Treaaury, 
what we think ia beat !or the country, but whan we get in 
the po1ition that we are, that we are adTocating to do 
aCDething because we want to overt.hrow the Argentinian 
GoTernment, I aa;y that put• ue in an iapoa1ible poai tion. 

KR. PEI!LE: Does it make any difference to ;you, llr. 
Secretar;y if the State Dapartaent ••1• we alao want to 
adTocata lt? The onl;y iaeua i e whether thia wae effectiTe. 
There wae no dieagre .. ant on that iaaue. State definital;y 
wants the oTerthrow of that GoTarnment. There ia no i1eua 
aa to whether we want it. The onl;y iaeue left ie whether 
thi s h a aeana to that end. 

H.K. JR: I think ;you are OTir-•implif;ying it. 

MR. PEI!LE: I think that il ooncad1d clearly by State. 
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H.W.JR: I think fOU are over-siaplif7ing the thing. 

YR. BELL: That shouldn't be our objective, 

WR. LUXFORD: It wasn't our obJective. 

H.W.JR: There is nothing in he~· .~ aho• .:· t. State 
wants to overthrow this countr7 

WR. BERNSTEIN: How about the telegru'l 

lm, PEHLE: I think we can eaailf insert that then, 

H.W. JR: All I can do ie have ~f! people prepare a 
brief for me to read. There ie not g in here, If there 
ie, 7ou ehow it to me , All it el7s in here is this, that 
b7 doing this thing which the Treaeur7 wante, it will Just 
have the oppoeite effect; it will etiffen the hand of the 
present Govel"lllllent. " 

MR. LUXFORD: BUt Armour recommended it. Armour'e 
cablee are in there. 
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H.W.JR: You show me aDTthing in here frOID ant'odf in 
the State Deparbnent saying we want the Argentine Government 
overthro11ll, 

lm, PEHLE: Then the taul t ie one of the memorandum, 
We can certainlf change the memo to change that etat•ant. 

H.ll. JR: Wh.o prepared that? 

lm. LUXFORD: I did. 

H.ll. JR: Was there a.nything in here to back up what 
ia eaid? 

lm, LUXFORD: Onl7 what ie implicit in the memorand1111 
they eent to the President. That is correct. 

H.W.JR: The7 don ' t ••1• "The Joint memorand1111. • Where 
ie the. thing? They don ' t ea1 they want to overthrow the 
GOTII'DIIID t . 
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H.Y. JR: I think f OU are over-siaplif7ing the thing. 

~. BELL: That shouldn' t be our objective, 

MR. LUXFORD: It Asn•t our objective. 

H.W.JR: There is nothing in bare to show that State 
wants to overthrow this countr7 • 

.llR. BERNSTEIN: How about tbe telegr&~~? 

KR. PEHLE : I think we can easilf insert that then. 

H.U. JR: !11 I can do is have fOU people prepare a 
brief for me to read, There is nothing in here. If there 
ie, fOU show it to me, !11 it ea1s in here is this, that 
by doing this thing which the Treaeur1 wants, it will just 
have the opposite effect; it will stiffen the hand of the 
present Government. 

MR. LUXFORD: &It Armour recommended it. Armour' a 
cables are in there. 
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B.U. JR: You show me &nlthing in here frCIII &nf:,od1 in 
the State DepartDant safing we want the Argentine Governaent 
our thrown, 

KR. PEHLE: Then the fault il one of the m•orandua. 
'fie can certain11 change the 11181110 to change that 1tat•ent. 

H.l.l. JR: Who prepared that? 

KR. LUXFORD: I did. 

B.ll. JR: Viae there anythi.ng in here to b&ok up 1111at 
il eaid? 

KR. LUXl'' ORD: Onl71111&t h 1aplioi t iD the a..oru4la 
tbey aent to the President. That la oorreot. 

I • -B.K. JR: TUJ don't I&J, •fte JoiDt ~· .... • -
h the thiDct !UJ 4oD • t I&J t b.eJ aat to wwtk• 
Gonnact. 
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MR. LUXFORD: They say they oppose the proposal becauae 
it will retard a change of Government, 

llR. PEHLE : "Rather than hut en," 

H,Y. JR: I said it waa the other way around, They 
don't say we want to han thia Gonrnment, and ao forth--

){R, LUXFORD: They put thinga in a little aore delicate 
-.1. They aay they obJect to it becauae t hey are afraid ~· 
"a change in Gonrnaent wi ll be postponed rather than • 
hastened, • 

llR, PERLE: You aee, that ver7 issue was one flushed 
by ){r, Paul at the fir st meeting with Stettiniui. They 
started using double t alk about changing conditions . Paul 
said, •Do you mean changing the Government ?" 

They eaid, ~ea.• 

H,U,JR: Here Stettiniua says Paul signed this thing. 
If I were Paul I never woul d have signed thi s, I would 
have read this t hing. It I were the President, I would 
have acted just the way be did. Here is Paul's signature, 
The Treasury's proposal, although suggested on economic 
warfare grounds, has as a maJor purpose the poli tical 
objective of upsetting the present Argentinian Government, 

»R. PAUL: The question wu , what aeana would be most 
affecti ve to that end, 

B.I.!.JR: "In the Department ' a Judpant, contrary to 
the vi awa of Armour , it ia aore likely the blocking of 
Argentina would strengthen the hand of the Argentine 
Government." 

llR. GASTON : That ia the State Department, stating 
that our purpose ia political. That ia not our statement. 

H.ll.JR: No, but Herbert, you take thia : On_ two page• ­
and it the President reada it hastily the way I did the 

Regraded Unclassified



155 

- 14 -

tiret time he will eee Paul ' s n.me at the bottom, It 
isn ' t clear where t he Treasury stopped and the State 
Department began unless you read it v•ry carefully. 

MR. GASTON: That i.e probably true, 

H.loi . JR: Unless you read it very carefully - I had to 
read it twice to see where we stopped, If there had been 
two separate manoranda on two separate pieces of paper 
saying this ia what the Treasury thinks, and this ie whet 
the State Departaent thinte- -

WR. GASTON: Thef are labeled, Treasur1 Departaent's 
position and State Department ' s position. 

H.M.JR: I agree, but if fOU read it heatilT and look 
for the signature, fOU could be ver1 eaai lT confused. 

MR. PERLE: I have one other thing, Mr. Secretarf, on 
the question of bluffing, is fOU will recall in connecti on 
with the freesing of Germany, for a full year there were 
newspaper reports continuallf that German1 would be frozen . 
That was not a thing that we had authorised, and yet the 
effect, ae far as Germany was concerned, was the eame ae 
thie release on Argentina. 

H.M.JR: But that didn ' t help us, 

llR. GAS'ltrl: Of courae we do state the matter on 
political ground on the Treasury's own argument. 

B.M. JR : Now, another thing, I hate to be so~ ritical, 
but Paul sai d it waa aerioue yeaterday. I agree Wlth him. 
The other thing which I don' t understand ia, why we don't 
consult with other aiater republica in South America like 
Brazil, and with England, and move forward jointly, . 

Now, we did that once before when we wanted to do 
aamething in South America. The Stat e Department advised 
that we oonault with other republica, I forget the tirat 
one we froae, \hat waa it? But now somewhere they eay, 
"How do we know England ie going along?" 

,. 
• 
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KR. LUXFORD: That 1a their method of ••ring they 
don't want to do it because the State Deparbnent aaau.ea 
England will not go along, 
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H.K.JR: I would like to get the permission of the 
State Department to consult with England and, let 'a aay, a tart wi 
Brazil. 

llR. BELL: How about putting that in a aemorandua 
suggesting that? 

lffi. LUXFORD: My om judpent ia that that would be a 
mistake, since even the State Department tells ua to consult 
with England, I doubt Terf much whether England would go 
along. 

H,M,JR: I want to know for another reason whether 
England wan ta to go along, 

loiR, PAUL: We had no time to consult with anybody the 
way it came up late Saturda7 afternoon , 

WR. PEHLE: State ma1 alao aay that you should not 
consult those countries until the decision of this Govern­
ment haa been arrived at. I think that is the line of the 
President. If you decide we should freeze, than we will 
consult others, 

H.K. JR: I thi.nk that ia a good point, Just like 
acaebod,y in the State Departaent trying to send ae to 
England, The English argued with ae a&out cutting do1111 
Lend-Leaae, In reading your aemorand\11, I can't find 
where the Preaidant ever knew that that cable went, 

WR. G.lSTOO: It would appear that he bad a alight 
recollection of it, I don't know whether he signed it or 
not, 

H.loi,JR: Well, could that thing be whipped into ehape 
in a couple of hours? . 

llR. P.lUL: Eui17, 

•• -
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H.K. JR: Could you bring it baok about twelYe? 

liR. PEHLE: It depends on bow detailed you 118J1t your 
bill of particulars , We baYe a Yolume here and a bill of 
particulars against Ar gentina, 

KR. PAUL: There is no use in haYing a Yolume. 

H.M.JR: I tell"7ou what you could do, you could draw 
a simple llleQOrandum and say the bill of particulars i e 
attached. . 

KR. PEHLE: That is a White Paper, Mr . Secretary. 

H.K.JR: Well, you could say, "Here are same glar ing 
sxamplea, and your Department is thoroughly familiar with 
the details. • 
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MR. LUXFORD: That is where the information comes from. 

H,M, JR: Right. 

I.IR, DuBOIS: Ia the primary purpose of thh mamorandum 
to protect the Treasury' s interest, or produce a result 
which we think would be beat from the standpoint of the 
country? 

H.K. JR: Both. Unleas it would get the deaired result, 
I wouldn't send the memorandua; but it it h written thia 
way, I will give anyone two-to-one odda we will get the 
desired results. 

KR. PAUL: Within what time? 

liR. LUXFORD: On this memorand1111? 

H.K. JR: Following this approach. 

KR. PAUL: This will be a concession to the Stat e. 

llR, PEHLE: The1 han been up against the buzr; saw 
prett1 hard. 
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H.K.JR: .I will bet anybody two- to- one. 

YR. LUXFORD: You can produoetbe result anyhow, I 
think. 

YR. PERLE: It is worth a dollar, Mr. Secretary, juat 
to havt it done . 

KR. LUXFORD: I think you will produce the result, 
but I don't think the m•orandum wi ll advance the bell nry ~· 
far . I f 70u had been here, I t hink we would have pushed it -
over the line anyhow, because i t was dif ferent in State. 

H.K. JR: I don't know but what I would have gotten 
sucked into the same thing, I am not saying I could hevt 
do~, but I would like to take hold of i t now and see 
what can be done. I might not hen done it any better, 
but ..!_ never would have agreed with the publicit7. 

I!R. GASTON : Not, understanding that it was the 
President's order? 

H.M. JR: No. 

YR. PAUL: President ' s suggestion? 

H.ll.JR: llo, because 70u would know better than anrbodf 
tlae i n the room except Bell and J11Stlt that we hen had a 
lot of those things •• don't alW&Tt do. 

YR. GAS TOO : Mr. Paul knows that from 1117 last tax 
atat .. ent. That is true. It wouldn't have bean done 
if we ha~'t thought it was a smart i dea. 

H.M.JR: That ia honest . 

wn. PAUL: We conferred on that ver1 carefully. 

H.M,JR: I don ' t believe I oan 8&1 that the President -
ever1 time he ears something I can take it at face value. 

YR. LUXFORD: We did it because we thought it was a 
good idea. 
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H.M.JR: Gaston thinks it h curt, I differ. .1n.7wa 
I baTe said 1117 little piece. You haTe until twelTe o'oloc'' 
You ought to be able to knock out something. • 

MR. PAUL: We will see. We can knock out something 
but it won't be the best Job ws can do. ' 

H.M.JR: The net result of what I want to do is to 
get the thing aolel7 on an econcmio baah and place the · 
decision of the foreign relatione between thia Governaent 
and the Argentine in the lap of Kr. Hull and let hilt decide ••­
how long he 'ftllta. 

MR. PAUL: You can lif t it out of hie lap and put it 
back here. 

B.V. JR: How long does he want to haTe thia? How 
would it affect our enemies? Let 's go the whole wa7. 
You get what I want? 

MR. PEHLE : Sure . 

B.M.JR: All right. Ia everybod¥ t aking the bet with 
me? 

(General agreement ) 

MR. BELL: You won't be able to determine whether the 
memorandum got the resul t s, or whether aaae isolated cause 
aid. 

MR. GASTai: The odda are attraotin. I reall7 think 
they ahould be the other way. 

H.M. JR: We had a Tery funny thing. We eat around at 
supper with General Alexander, and all the English Generala 
were worried about the Ruaaiane getting to Berlin fi rat. 
Welll aaaebod¥ started out by making tne stateaent that the 
Ruea ana would atop at the Ge~an border. They wanted to 
bet on that. Then we got them to betting ua that the Ruaaians 
would neTer atop until they got to Berlin. And Air Karaball 
Cunningbua and I - enryboiiJ alae in the roaa bet ua that 
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the Genaana would not get to Berlin - I mean the Ruaaiane. 
There waa no time for anything, eo there ia no time for 
tb!a. 

MR. PEHLE: I thought we bad forty- eight houra on 
thia. 

H.Y.JR: No, and no amount, juat two- to- one, that ia 
all . 
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f!l UIDIB SIORITARY or BfAfl 

IAS!IIGTOI 

Oo\ober 30, 1943 

Dear Daany, 
You will find herewi\h 

pho\oe\a\io copy of \he aeaorandua 

\o \he Preeiden\ on \he eub~eo\ 

of ArgenUne freeling, which, u 

you wil l aee on page 2, hu reoeiYed 

hie O.l. 
li\h bee\ wiahea, 

Sinoerelr youre, 

1•1 E4 

The Honorable 
Daniel t. Bell 

Under Beore\arr of Treaeury 
Treasary Departaen\ 

tuhlAC\Oa, D. 0, 

• 
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KEIORj)JDIJK FOR THE VRiSIDDT 

ARGEIT III FRIIIIIG 

l. Secretary Bull hae hlearaphed hh concurre.noe in 
the Departaent'e poe1t1on &I etaled to you contrary to 
blocking Argentina. A copy of thie telegraa 11 attached. 

2. Aabueador Araour hu oable<i renewing hil 
reeoaaendation to block Argentina and etatina that thl 
Argentine Qoyernaent 11 profreee1ng to ue1eling Axie 
aetiYitiee and that while b ooting inYOlYel riete, he it 
wil l ing to recoaaend iaaediate blocking action. 1 copy 
of thia cable ie attached. 

3. Tranafera and atteapte<i tranefere of Argentine 
funde since October 25: 

$1 aill1on transferred largely t o Uruguay. 

Teeterd~ the Argentine Central Bank ordere4 
priYate banta to trenafer their !unde t o it. Ae a 
reault~ att .. pted tranefere of $291 500, 000 were 
ordereo froa Argentine bank aocoun11 in lew York to 
4rgentine Central bank aceoffta at federal. Of theee 
$7 aillion haYt been aade · 9,500, 000 h&Ye been 
definitely blocte<i; $13 ail i on are now pend1~. 
No eer1oue ditadYantage it dieoerned were auch 
traneaoUon.a t o occura except where 1ndh1dual 
account• tpon the eY1 ence ehould be blocked. 

low l'ndilur: 'franeten of $250 thouaand to 
Uf11iUQ; 1 aUUon to lhrldhh Ritebank . Theee trane­
fere 1f aacoapl1ahed would reaoYe lunda fro• U. s. 
control. 

4. Departaent 1e recoaaendati one: 
a, that there thould be no general blocking at 
thie tiae tor reaeone preY1ouely giYen: 

b. If contrary deoieion ie aade, general blocking 
ehould be preceded bJ atteapt t o get Britiah and 
eoae aaJor Aaerican Republica t o take collateral 
aaUon. 

~· • 
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o. Blaoe ~rulf•r• etteo'. eel or padl~ !roa ur••U•• ~o tore p aooou• ~obl oalJ 
•a1 !00,000 tor ••• o.zra• •••tl *ek• ao 
aodoa bqoad nhUq M -· ~ ootlu 
ooaUa•lq lr••ta• 'ohUaJ of 'rue.ahoae " 
preYeD~ lid a tl1ah~ ot oapl,al. 

UalUalecl) 
01 

FDI 
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TREASURY DEPARTMENT 

INT•R OP'I'IC. COMMUNICATION 

,..,.. 
Sccr•etary 1"oreenthau NOV -2 1943 

noN RRndol ph Paul 

':''tis will confirm that at all limes durine the discussions 

l'iillJ lrt State ne~;artment on the freezine of Arr;entina, 

I'PP'Psenlatlves of the State Depar t ment J~Ade it clear that the 

•)V• t•throw of the present Areentlne eover•n•uent was in accordance 

y; tth t ll! fo••eicn policy of this governJIJent . This was first 

brour;ht out by Larry Duggan, roliticnl adv.iaor of the State 

11r.pArtment , ot the meeting hel d in t.:r . Stettlnius ' s apartment 

1-64 

on JR'u rday uieht , October 23, when !:r. D11eean stat ed catezor'ically 

t',at ti11' Slate Department v .. mld like to ~ec the rresent 1:;0vern:~ent 

of .• r"~r.tlna forced out of por.er. i:one of the rt>rresentati ves of 

lne .;tate Departc.ent present at this e~eetill(. , including Actine 

.,~~rPtP.ry 3tettinius and Assistant Secretary Dean icheson, either 

thPn C\1' lntl'r , expressed any disasreemrnt l.ith this statetrent . 

In sll or our discussions the only question has been whether 

llr f•·eez · ne of Areentina woul d acco1npl ish the ovePthrow of t he 

1resent t;overnment and not whether such an end was desirable . 

v 

... • 
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TREASU RY DEPARTM ENT 

INTER OFFICE COM MUNICATION 

DATE 

TO Secretary HPrgenth&u NOV- 2 1943 

••oM Randolph Paul 

On Saturday, October 30, the National. City Bank of New York 

received instructions fro~ the Central Bank of Argentina to 

transfer $665, 000 from the account of the Central Bank to the 

account of the Banco de la Nacion, Since in the meantime the 

Banco de la Nacion bed been specially blocked the National City 

Bank refrained from effecting t he transaction and proposes to 

ask the confirmation of the Central Bank and of the Banco de la 

Nacion before effecting t he transfer. 

Under such circumstances it would be the normal practice of 

Foreign Funds Control to i nstruct the National Ci ty Bank to 

segregate the amount involved from the account of the Central Bank 

of Arge.ntina and to hold such fun.da in a .. gregated account, as 

funds in which a special blocked national. has an interest. The 

State Department was consulted with respect to this matter and on 

November 2, Collado telephoned to advise that State concurred in 

Treasury'a freezing the transaction 

We will proceed accordingly. •h--
:een <n •1 provea by the Secret.Lry ll/2/ J 

; 

• • • 
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LEND-LEASE NEGOTIATIONS 

PRESENT: 
Mr. Daniel '1. Bell 
Mr. Leo T. C1'01rle{ 
Mr. Lauchlin CUrr e 
Mr. Oscar Coz 
Mr. Ba1'17 D. 'lhi te 
Wlaa Thelma 11. ltiatler 

Nonmber 2, 1943 

10:30 a.m. 

B.li. JR: Leo, what I want to do, eYen before I 
talk to the President: I t hought that you and these 
gentlemen whom I know t airl7 well would lUte to get 
the things that we baTe picked up in r egard to Lend-Lease 
which are sour. 1nd so we'll giYe you the fir st chance. 

The way I feel about OYer-exaggerating, I think 
that it the Congress of the United Stat es got hold ct 
some or t hose t hings that are so bad, it might endanger 
the whole Lend-Lease program. 

lolR, CROSLEY: We are glad to have that. 

H.li.JR: It all stem. back, also, to this business ot 
outting down t he Bnglish balancu. And t his idea of 
trying to send me t o London to let the English put the 
preuure on me--l aa just talki.ng to you as though you 

were a part ot the Trea1U1'7--1 think was just damned 
nonsense, because I can't find out whether the President 
enr saw that t el egraa. He says he has no recollection 
ot the tel egram ol'dering ae to London. We said we 
would go, proYiding we oould pre .. nt the Treasury Yiew­
point. 

Now, it will take .. a ainute or two to sketch 
what wt han here. 

In the first plaoe, when we were in Scotland, 
Winant and General DeTer• came up t here--starting with 
Winant tor Ellgland and Scotland, then wi,th Bob llu.rpbr 
in Alders, and Jtirk alld Jia Landi• and whoenr your 
Lend-Lease man ia--
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IIR, CURRIE: Short. 

H.K.JR: None ot thea has &nT i nstructions, and 
the;r don't know Where the;r're at. There are no in­
structiau. 

I am going to talk ney plainlJ to ;rou. So tar aa 
the;r are concerned, each one is doing the beat he can, 
which means the net result that the;r are all working aa 
though the;r were a part o! the State Department. Do 
;rou see? 

liR. CRO.'ILKY: Yes. 

H.K.JR: Winant sa;rs as tar aa he ia ccncerned, 
now that l:!.arrillan ia out ot the picture he is going to 
tab onr. 

I met with the Economic Board o! North J!rica. 
They have all these people there, and the;r don't know 
where th-.r are. That is something which, if ;rou don't 
mind =1 aarlng so, ought to be cleared up from;rour 
atandpoint (indicating Kr. Crowle;r), because these dis­
patches- -from what ;rou have said, ;rou run the show withi n 
the framework of foreign polic;r. The;r are working aa 
though the;r are part ot the State Department. That is 
;rour WOJ'!7, 

IIR, CRO'.\'LEY: Just let ae aa;r this be!cre ;rou go 
on. It is a hard reorganization to wo;k out, because we 
are having quite a little trouble in getting our linea 
drawn with the State Department. .And we'd llkt to get 
;rcur report on this Lend-lAue situation. We want ;rour 
help, because we want to do the r ight thing on this 
Lend-Lease, ao we want to get ;rour report and work with 
;rou on the thing. 

H.W.JR: Well , I should think ;rou would, because, 
after all, the Lend-Lease was conceived and born and 
lobbied throuidl the Congress of the United States b;r 
the Tre&IUI'f l)epartment, with the oblect in mind that 
•• should help the aembera of the Un ted lations to 
Win the war. That ia ;rour interest and =1 i nterest. 

aen we. find that IAnd-IAaae ia doing things which 
it never na ccnceind original~ when we got the Bill 

1 74 

Regraded Unclassified



-

- s -
through the7 should do, it endangers the whole IIIAjor 
purpose o! Lend-Lease. 

Now, to get down to brau taoka. The reason I 
asked Oscar and these people Who know about it to come 
in and be present is so there would be an opportunit7 
tor 7011 to know these things-- going on the &alllllption 
that you want mT help, &a 70u S&7• Certainl7, having 
taken over, rou don't want Lend-Lease thrown out the 
window. It is of major importance. 

I will give 70u copies ot the ll&terial I have here. 
(Copies of photostated uterial distr ibuted b7 the 
Secretarr to each individual present are attached) 
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I don't know how it ever o&llll about, wb,r Lend-Lease 
shoulC1 be handling 11erchandi se under the guise o! Lend­
Lease anttaendi.ng it out to the Jliddle East. We can 
give rou all kinds ot examples. The7 are sending stutt 
there. The7 bur it here traa oivlliana, and it goes through 
Lend-Lease and goes out there and is eold not through 
our agents, but in mAD1 oases through the British agents. 
In some places we get the dollars, and in some places 
it is charged to our account. 

We are sure, however, that when the British send 
stuff as the7 do, the7 let the British agent handle it. 
For example, it we want to send tractor•, International 
HarTester tractors, to Palestine, we don' t sell the11 
through the International Harvester agenc7. It is sold 
sollf1lh&t throudl Lend-Lease. The moner that the7 get ia 
sort of ohargea up theoreticall7 on t he books in sterling, 
and we are out that 1111ch aone7. We are in a business 
which I don • t think Lend-Lease has IJJT business to be in. 

Bow, I thi.Dk that White ought to take onr and give 
7011 the examples. We have letter• here for rou showing 
what I cal! the abuse ot Lend-Lease. (Points out doc­
uments to llr. Crowle7) I think the quieter the thing is 
stopped, the better. 

Then when we get on the J.r!q thing--God, I mean the 
stutt that is going through, it's terrible, Oscar. 

MR. 1l:IITE: '!'hq don • t screen J.nq •tuft • 
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H.ll. JR: I aean the stu!t tba t the irm;y is getting 

away with is just terrible. 

lo!R. CURRIE: I I'IIA7 aq that we already have appointed 
a small committee to Joint Lend-lease - OEW, to switch 
over !rom Lend-Lease to priTAte trade in North Africa. 

H.ll.JR: I think that llr. Crowle7 ought to ban a 
atop-look-and-lietan order on all of this civilian 
goode. I really think he ought to hold 1t all up until 
you can have a look at it, because aoma we get paid for 
and aome we don't. The not result ia, in either case, 
s!Mpl7 helping out the starling and building up the dollar 
baJ.anoea. If we are going to cut down the dollar balances 
from the TreaSU17 approach, thi a ia one wq to do it. 

. The question fraa our atandpoint ie aaoondar,r--that 
70u ara just putting the American exporter out of businaaa • 
.And I really think until Crcnrley oan examine all of t his 
printe stuff, either through English channels through 
London or the committee here, that they ought to atop 
this business to protect themaelvee. I meanL_it is vel'T 
hard to explain to Congress when the{ aq: ·well, 
Wr. Crowler, how long have rou bean n thara?" "I have 
been in six weeks or two aontha.• EY•l'T dq that he 
waite he erpoaea himself to wholly unneoea&aJ'1 criticisa. 
I don't eee how Ed Stattinius can ever explain that a tuff. 

lo!R. CRO'NLEY: .l lot of thea go on the theor.r of 
l etting the Britieh aall t his stuff. 

liR. COX: I alwa7s personally opposed 1t on the 
theorr that even on the salta, aaawdng that it was 
vital to tha war effort, a:q receipta ought t o be tu.l'Ded 
over to tha United States on oollactiona aada for it, 
and there ahouldn't be UJ;f credit to Lend-Leaee, aa auch, 
where it just gats charged up on the booka as a credit 
in fnor of tlia United Statu, where the Britieh collaot 
the lunda. 

That ahould han been ac all through the whole 
lliddla Eaatel'D area and, as a -.tter of fact, in all 
areas where UJ;f auppliaa were aade available and eold 
by tha Britieh, tha toughest question being the rac~itt 
of funda in England for food and other JD&tariala whic 
are aade available under Lend-Lease. 
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llr. Seoretaey, I think you are right, but when yao. 
out aoroaa the whole board on oiYilian goods, you haYe 
to make aome differences, or you will a~ply haYe to 
exclude Russia for the time-being. 

H.M. JR: I haven't mentioned Russia. 

liR. COX: ~t the )(iddle Eutern thing I would 
certainly atop and look at. 

H. ll. JR: This 1s what I told Wr. Casey, who ia 
there in the Middle East. He told me how he had ahed 
tears over the British-American relationship after 
reading what the Senators had aaid. So I asked to see 
him. He atarted in--you know who Casey is; he is a 
Member of the Cabinet and sits there. He started in 
quite bruaquelJ with ua. I said, ~ook, Mr. Casey, 
let' a aay for argwact' a sake that we Americana ban 
been stupid. But the fact that we have bee~ stupid 
doesn't mean that you people ahould take adnntage of us. 
And I am saying to you in the friendliest way that the 
fact that you han been taking advanta~ of ua here 
endangera the whole Lend-Lease program.• Then he piped 
dolfll and got aensi ble. He asked us wb,y. Landis was 
there and went into a long explanation ae to why. He 
said, "You people are just taking adnntage of us. • 

It the Congress got hold of acme of these caeee, 
they would just raise bloody hell! There are so JII&D1 
anti-Eilltlhh up there. I 1.11 just talking about this 
particular thing that we han the taots on. 

liR. CRoo.BY: Well, I agree with you that it there 
is 1Jl1thing we can do, we should do it, because the 
people on the Rill don't know 1111oh about Lend-Lease, 
but it has had a bad Pl'eu for about two aonths now. 
It they can put their teeth into anything, it will be a 
lll&jor laaue throughout the full 114ihd States. It 110uld 
destroy the confidence of a lot of people in the 
President, aDd it would certainly giYe the isolationists 
on the Rill a real ohanoe to go to £own on ue. 

liow, let me ask you this: the t hought I had in 
talking with Oscar and Lauoh--eYen though we ~ decide 
with 10U to do ac.ething here--is tba t enntually the 
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President might not agree on it. I uan, he mildlt want 
us to soften it. But p~ohologioall7, if we pu~ the 
brakes on until we get a chance to have a fresh start 
on this thing here, I think it would help us if event­
ually we had to go to the Hill to explain things. 

H.Y.JR: I expect to tell the President all of this, 
but I wanted to be able to say I had this conference. I 
didn ' t want to go over your head, you see. (Refers to 
Jlr. Crowle;y) Knowing him the way I do, I oan guarantee 
;you from all the instructions he has given me, to coop­
erate but not let them take advantage, that he will be 
one hundred percent in our cause. I am positive of 
that. It there' a anything he dielill:ea, it ' s being taken 
advantage of. 

liR. WHITE: There ia some further intorution 
that might be helpful, llr. Crowley, in answer to 1our 
inquiries. 

The reason this grew up, this matter of sending 
civilian goods and receiving no p~ but credit, even 
though the British in m&D1 oaaee received eterling, was 
the statue of the British poeition. Tht;r were very 
low--$150,000,000 or $200,000,000. J.tter a discussion 
the Secretary decided to build that up. In order to 
build that up, we had to take over eome of the thinge 
which they were paying dollars for, beside the military 
goode which they weren't b'V'ing an;yhow, llhich as dwn­
i lhing their balance. So the;y have preaented requiaitiona 
of civilian goode, which they would noruJ.l;y han paid 
ouh for. Those were caretull;r eoreened by Lend-Least 
at that tiae. 'll'e etarted the aoreening. Je considered 
each requieition here each week1 with a view to letting 
th~a have only those goode which wert eort of politicall;y 
defeneible, not goode which the;y either re-export, or 
thing• lib that. 

Through that device they kept adding; everythinsl: 
that the;y could get to put on Lend-Leaee, the;r woula try. 
We, at that time, were eJlllp&thetio in an effort to get it 
up to $600,000,000. Having onoe etarted, the;r continued 
and they kept adding. 'l'hq alRJI eubaitted tigurta 
Which ehowed that their position in the future wae C'~ 
to be low. .Oilr OIIJl tlgurta ahow that it ne going o 
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IIUOh higher. 'fe were r ight ner;r tille; t he7 were wrong 
everT time. But we alwars gave t hem the benefit of t he 
doubt, because that waa the desire, to keep them in the 
war at that tille. We didn't want to question British 
treaaurr figures and aa;r, .. e don't think ;rou are right.• 

Now, then, as their balances began to increase, we 
began to put pressure on to cut out this and that, 
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keep reducing. That has been t he running f ight right 
along. Then we got the President to agree, as rou 
raabtr, that the balances should be ICept at ai:l: hnn- , . 
dred or a billion. 

Armed with that administrative decision, we tried 
to keep it dawn. We tried to decide what waa the best 
wa:r of keeping it down. The7 got hold of that memor­
andum and the;r began to put offsetting liahllitiea 
against t hose caah aaaeta which the;r aald were legitimate. 
We didn't quite agree. Then the7 began in n err possible 
niche to bring pressure agai nst the Treaeur;r to get them 
to change their view or to ahow the Treasurr up to be 
unsympathetic or wrong. 

Then we decided that notwithstanding their position, 
the beat way of getting balances down woUld be t o get 
them to give the re~~Arocal Lend-Lease on the raw materials, 
which we figured wo amount to about $300,000,000 and 
llli~t keep it dawn. The;r wouldn' t agree on the principal. 

Am I going into too much detail? 

lo!R, CROi'il.EY: I think we want to get that. 

H.lo! . JR: I asked Kr. Crowle;r to allow an hour . I 
don't know whether he has thia, but it is for him to say 
yea or no. 

lo!R. CROWLEY: I am glad to have it. 

lo!R. WHITE: In the meantime they asked for a hundred 
million ounoea of silver. We went into the eoonOIIIio 
merib ,with LeDil-Leaaa, and then we went before tht 
Committee and got their approval. They were pressing ue 
veey hard. The Seoretaey wouldn't agree with them; the 
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SeoretU')' moreover indicated to them that they were u~ 
too much troa ua; it was about tille they came across and 
there would be a ~aithpro SI~· Halitu was here, and 
he practicallr to em t verbatill. 

As a result ot that diaouaaion and further pressure 
the Secretary put on Ba!itax, alwaTa in opposition to 
the State Department on this matter, they came back with 
a statement earing ther agreed on principle with cer.taln 
qualiticatlona and JDOditication. We said the qualitica­
tlons were too ti~ t and wouldn't allow tor enou~ llllntf. 
BEIJ was preuing, and the 1riiV was with us. Ther came 
back again and changed it soma. 

Your bora tound, and I think the flloitiah intended­
or at least ther so anticipated--that instead ot· the 
$300,000,000 ot Lend-J.ease goods in reverse which we 
would get, which would have kept their balances down 
somewhat, tor a nuaber ot administrative reasons t he 
thing aJDOunted at the moat to $70,000,000 and possiblr 
onlr $25,000,000. 

That altered the picture. lll the tille their balances 
were mounting. it that point we decided it. 

H.ll.JR: Don't forget the thing that was dgned br 
all the Cabinet Ksmbera, plus the President, t o reduce. 
You haven't brought that ln. 

KR. WHITE: That me110rmdua I epoke ot which set tba 
lWt ot $600,000,000 or $1,000,000,000 was signed liT 
Wallace a.Dd the Sta te Department, stiason, the Presinent, 
and Stettlnlua. , 

H.W.JR: Then aubsequentl1 Stettiniue wrote u a 
letter and reversed himaelt on it. 

liR. WHITE: You eee, the podtion that the Treaa111'7 
haa taken--that ia a neoesaaq interim--has been the Te'tf 
siaple one that the Bill was originated and initiated 
because the flloitleh did not have the dollars to par tor 
goods which ther were bufing here. It had nothing to 
do with the Britieh tinancial position at hama, with 
their deticlt their gra.lng public debt, their post-war 
conaideratio~ . It n a exclusinlr t he question that 
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the Secretarr took the position that we'll see that the 
Bri tish never are in a position where they could say, 
~e cannot buf these militarr goods because we haven't 
the dollars. We cannot get that food . You will get the 
dollars.~ That is the position we have taken right along. 
That ia whf we built it up to $600iOOO,OOO, because 
they said a big empire can't get a ong on less. 

At that time the Secretarr wanted to nurae them. 
along and let them have their way. There never waa the 
question which entered into the original discussions 
that the position of the British Empire during the peat­
war period was a factor; that t hey were pil ing up sterl ing 
balances that they maf or maf not be able to m.eet. 

liR. CRa'ILE'I: From. what I have gathered up at the 
Hill, that is the impression of the Hill, too. 

" 'liR. COX: They haven't quite gotten to that question, 
but if they do, I think that all Barrr and the Secretarr 
have said will oome out with glaring and bad effects. 
They haven't asked any questions about the dollar position 
since the Firat Appropriation Aot, but I am sure they 
will look to the Secretary as one of the responsible 
officials in this Government, and that he will keep an 
eye on the dollar and gold position. It was then two 
hundred m.illion. It it gets up to what 1t ia now, 
they will aay, "What have you been doing?" 

B.ll.JR: That 1s right. And when Bd Stettlnius 
changed hie position I •de him. put it in writing, and 
I was uued that he put it in writing. I was ailllpl,r 
am.ased. 

liR. CRaNLEY: Don't you think, too, Oscar, that the 
Senatora on the Bill felt that this Lend-Lease was sou­
thing to keep England in the war and an eurgency -~ter 
that wasn't soJDethlng to turniah supplies and 110ney and 
things for the post-war? 

liR. COX: 1 agree with that. They have never •d• 
that articulate, but I am sure that would be their reaction. 

liR. WHITE: Bow, I have to go into a few more lllinutes 
to explain the background ot the state Department on 
thla. 
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The State Department t ook the poai tlon t hat the 
post-war picture was essential and t hat TOU oan't talk 
of a oountrJ's assets without talking of lta liabilities. 
The position we took is that ita liabilities are an 
inter-empire liabili tT in large part, and in an.r oue 
is a post-war liabilit.Y; having nothing to do with the 
cash t heT have available. 

We aald, "It there 1a a ohange to be ude fraa what 
we regard as the original intention of Congress as 
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explained b1 the SecretarJ, then the thing to do ia to 
go to Congress and explain it and have either the acqui-
escence of Congress, or at least have informed Congress ' '· 
of the change in poli ey. • 

The Secret&rJ was responsible for carrying out the 
intent of Congress. The State Department took the 
position that when the Lend-Lease Bill originated, we 
were not allies of the ~itlsh in the war, and that that 
altered the situation. We took the posl ticn that it it 
altered the altuation, there should be no reluotanoe to 
go to Congress. 

Now, from the start, Aoheson, who has been in 
charge of this in the State Departmant, has opposed the 
poliOT or keeping balanoea down, and Tet llhen it . came to 
a question of presenting a minority point or view to 
the President, defending their posltion 1n writing, he 
retreated and signed the doouaent, whloh was in agreeunt. 
U he wasn't in agre-t, that was the tw to raise 
the iaeue before the President. But he either didn't 
have confidence in hia Olfll position or was scared to 
take the reaponsiblli 1;y tor that aotion. So we began 
operating under that President's Directive • 

.b I saT, the State Department has blocked us at 
everT point. Now, the point where we are now--that is, 
this Lend-Lease in reverse-- is not working to aQJ extent. 
The balances are increasing and the British are be­
ginning to trJ to keep the balanoea down bT doing several 
thlnga: The7 have loosened up on withdrawals of sterling 
buanou and things, but the7 don't amount to a great 
ugni tude. lloreover, the Secreta17 told Congress that 
in order to meet the commitments the Britian had, thaT 
would han to sell all their .&~~erioan securities, holdings. 
Well, theT haven't. ThtT have borrowed on thea. ThiT 
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oou.Ld repay Jones same three hundred and fifty llillion 
dollars, but in so doing they wou!d release about five 
or six hundred million dollars worth of .lmerioan securi tie a 
and what Congress would say about that , I don't know. ' 

In other words, the point has come at which either 
we oleaTe to the line of the President's Directive, or 
the President or Congress takes t he responsibility for 
mortifying it. 

l!R. CROi\'L.KY: Let me aak you this, Har17. On this 
loan they have with Jones, I agree with you. If I were 
a Senator, I wouldn't quite understand Why we should 
pile up a huge debt in t his countrr and increase our 
taxes and let tham keep their collateral here and hen 
five or six hundred million dollars equltr in the thing. 

l!R. W'diTE: Ther are paring interest on the loan. 

MR. CRO,'IJ.EY: Yes, I know, but we are increasing 
that equitr ali the time . 1br shouldn't they use that . 
to help defray some of this expense? 

YR. WHITE: You mean the income on the taxes? 
Well, the income that they get is, in effect, used to 
reduce any borrowings tram Jesse Jones, so that if it 
went on long enough--.fifteen or twenty years--their debt 
would be repaid out of the income. I don't know whether 
that would be a serious matter or not. I rather doubt 
it, 

B.K.JR: It is not tmnortant. I don't think it ia 
important . I don ' t 11&1lt to get sidetracked on whether 
they pay orr Jones. The t bin.f which I woula lib to 
bring foroiblr to rour attent on ia this: When I met 
with Winant and DeTers we raised the questi on about the 
nr auppii• whiob are going to England. And Devers gave 
us an example, that the Engiian had asked for either 
seventy-fin hundred or ten thousand, - - - · 

YR. WHIT~: I thought it waa seven thousand. 

H.W. JR: Let's aay aeTen thousand s~eoi&l trucks 
to transport tanka. He said they cou!dn t possibly use 
more than a tboueand. You can imagine the size of these 
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vehicles tor tranaport. TheT are ·very erpeneive. 

We!!, we spent most of the dAT with thea. As a 
reau! t theT vo!unteered, and I asked, that Winant and 
Devera should send a Colonel Green of Genera! Motors 
over here equipped to tal k to TOU and tell us what theT 
are getting and what thaT are to do with it. That i s 
on the military aide of t he pioture. 

For mrself, entrusted with the balance, and TOU, 
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wi th what goee through Lend-Lease, I think it opens both 
of us to severll or it ioiu. I think TOU ought to find , .. 
out about this man who should be on his •11 over here • 
to advise with us aa to what hie opinion is as t o what 
thaT should get from us. Just to sit back and sa7 the 
Combined Chief o! Statr la God, and 'llhatever thaT saT 
is perfect--well, I, on t he ba!anoe question, and TOU, 
on the question o! what th87 draw, have to account. See? 

.lffi. CROifLEY: That is r ight. 

H.ld.JR: So I have asked them to send this man over . 
I wish somebody would find out whether he is coming or 
not. Both Winant and General Devera bad confidence in 
him. 

Then I made this recommendation, whi ch I think •• 
ought to have : Nobody knows what the inventorT position 
is in Eng!and todaT, and I think that ever7 one of these 
countries, with the possible exception o! Russia--! 
don ' t think we can get it, and don ' t want to push th• 
around &nJ wq, because thef are doing some wonderful 
work-- I t hink that we, until the dollar poaition is 
established, and 70u should take the inventory position. 

MR. COX: 'Ne agree a hundred percent. Lauch and I 
have been diaouaaing that !or some time. 

R.M.JR: With Lauch covering, we worked out a 
situation wit h canada. Before &Df big orders come !ram 
Canada, we decide about the dollar position. But •• 
worked that out onl7 satia!aotoril1· The military, the 
Anq and Na'f1, aooepted. So we have that P' ecedent. 
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&It on the other thing: they want eenn thouaalld 
vehiolee. Let's eay t hey amount to a hundred thousand 
dollars apiece. I don't know. Devere said they have 
more tanka than they kno- what to do with, and all of 
these things should be re-examined--aparo parts. 

YR. WHITE: In Cairo you remember the fel low in the 
J.:rlfJ1 who didn't have the author icy to aak tor a oheck 
but was positive tram hie exper i ence--all he does is keep 
track of wb&t oomee in- -that they have far more spare 
parte than they will need during the ar, 

H.li.JR: .And the same man-- the ~ Lend-Lease liiiJl 
i.n Cairo--said that he never knows until the stuff 
arrives Wbat they are going. to ship them. He doesn ' t 
account for them. He doean •t eoreen. The U111!f Lend­
Lease man in Cairo does not screen the request, The 
etu!f ia dumped on him. 

I!R, CROWLEY: I t hink that was all brought out in 
that meeting we attended, Oscar. The Senators brought 
that out. · 

MR. waiTE: Requisitions are aade by the British. 
They are eoreened, supposedly, by t he British authorities 
ln England. They came here t o the Combined Chie!a of 
Staff, who presumably allocate what ia available . 
Presumably they also uerciee some judgunt as to whether 
they n .. a it in the field . But he- in God' a DIJle they 
are in a position to determine when the British aq, 
"'fe need X IIUIIber of this and that out in Egypt or 
Iraq,• I don't know. 

MR. CROiiLEY: it least we should han a man there 
Who would screen where it originates and give an inven­
toey. Then we would know better. Some of the Senatore 
who came baok got into that thing in a general wq • 

H.K.JR: Bow, here ie a little example, again Cairo. 
Tbe Arm:! 11 very proud of what they are doing. They are 
doing a nice job. They are handling elll:btf Chevrolet 
110tore a day which they are reconditioning and pu~ti~g 
haole. &It who do the aotore belong to? The Bngluh. 
ind wb7 you, Leo Crowley, should be pqing for recon-
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ditioning eignt1 11.0tora of English truoka neey clay 
is beyond me. ' 

Now, they ear t~er heve plenty of !11411power. They 
won ' t let Italian pruonera come into Egypt to work. 
There are thousands of t hem, skilled meohanios, who could 
go in there, but they won't let them. There are thousands 
of tham, orazr to work and get a decent meal. 

But here ia just one example: eighty motors a d~ 
being reconditioned b7 ir~ personnel and paid for by 
Lend-Lease, and the motors go baok into English trucks. 
How 70u explain it, I don' t know. 

There are a thousand and one facets of this thing 
that I would like to bring to your attention, but I can 
only coYer a few--the innntory, I think, is important. 

Now oatoh rour breath. We in the Treaauey want to 
recommend militarilf that France fo on a cash basis. 
France haa here two and a half mi lion dollars. 

MR. WHITE: Not here. 

KR. COX: !Tailable. 

liB. •. mTE: Ther have some gold in Canada. 

B.ll.JR: It is an.ilable . Wh1 France shouldn't 
pa:r cash for what it ia getting, I don't know. !nd on 
the political front the President. will be in a much better 
position to deal with Frmoe around the peace-table if 
she ia broke than if she hu two and a half llillion 
dollars worth of cash. 

l!R, COX: Can rou get the State Department to agree? 

H.ll.JR: I don't know. I am talking with :rou people. 
If we oan see ere to eye, then at least we are partners. 
Then we can go to the President with at least a united 
front between Crawler ' s organization and the Treaauey. 
I don't think there is going to be W trouble. 

liR. COX: I think that ia aOUDd. 

H.K:JR: I ' ll go througtl one other thing. 
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JIR. WHITE: Before fOU lean the French if we i • t 
do that, we'll be treating the French 1111ch ~tter t~n 
we would the British. 

H.ll. JR: Yes . 

The other t hing we want to recommend is that before 
you enter into any Lend-Lease wi th Ituy, it should go 
on a lira basis . 

MR. COX: That is sound. 

H.Y. JR: Let me explain. Beoauae then if they p&f 
in lira, even though it ia t he .UCGOT or inn.sion lira 
at l east i t is on a lira basi s. Then when thef S&f they 
have credit against us, if the t hing is on a lira basis, 
again we are i n a much better trading position. You 
hann't any agreement , have ;rou? 

liR. CRaNLEY: Ch, no. 

H.K.JR: Those are the maj or things. There are a 
thousand f acets-and detai ls • 

KR. CRO\VLEY: Let me ask fOU this, before anythi ng 
is taken to t he President. Oscar, could ;rou and Lauch 
sit down with Harr;r and ms on these things--one, two, 
three--that we can agree with the Treaauey on, and tey 
to work out this screening thing where these cOIIIII&Ilds 
originat e, and t hen we'll join with Trea~rr in present­
ing these things to the President to see if he will 
agree with ua. 

Now, I can see if we interfere too IIUch wi th the 
111111 taey t hat we'll have quite a row with them. However, 
the President certainlT should permit us to know what the 
inventor ies are and have a recommendation from the Lend­
Lease man at the point, anyhow. 

H.W.JR: Let me tell rou t he experienc! I have had. 
On this trip which I took around, General Euenh01Jer sent 

bl.s Deputr Coliiii&Dder, O.neral !hlghtl, and he is 1111ch aore 
anxioua t han I aa to cut down t heae expense a. He _h in 
charge of all .&aerica.n activitiea. The danger would be 
that he would go too tar, because his attitude is--
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~rinoip&ll7 with Italians and the food and all that-­
Let the sons of bitches starYe:• That is his ide&. 

"Why should Amerio&nauae their good tu: dollars to pay 
for these people? They have fou~t ua. We haYe got no 
use for them. They are all di rty. • 

Here is one man, if he is at all t1Pie&l as far 
u the Arrq goes, and on eoonorq, ani a.U the questions 
that he asked travelling with me tor five d&ya concerned 
how much hie taxee would be when the war is OYer, what 
would lie live on. His whole interest is i.n going much 
further. He is an important person in the set-up. I 
want to let you know how he feels. 

l!R. WHITZ: I don' t think ;you oould get a Lend­
Lease man to screen military goods, but you could ask a 
militar7 man out in the field to soreen it and keep down 
the amount of Lend-Lease appropriation and expendi ture. 
But I doubt whether they will let a civilian aoreen 
military demands. 

H.K. JR: Doesn' t Hopkins sit on that Board? 

JLR. COX: Yes, Hopkins and Gener&.l Burna on the 
Munitions iaaignmenta Board. 

H.K. JR: Is that where decisions are mede? 

JLR. COX: Yea. 

H.W.JR: I take it you are still working with 
Hopkins? 

JLR. COX: Yea, but I think what ;yCTU need 1s an 
American officer or officers in the field go!:f over 
thia stuff without having & British ortioer e up the 
original liet and do the aoreening. 

H.K.JR: This, I take it, can't be a new etory to 
;rou, Oscar. 

JLR. COX: No. 

B.K.JR: You ought to know where the weak apote are. 
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IIR. COX: I think ao. 

IIR. CRO'liLEY: I think the only exouae tha.t we can 
hne for l.ll this is that in getting the nr moving we 
perha.pa were overly lax. and generous. Now that the war 
is atabilizad, certainly it is time tb&t we commenced 
to know whAI. t we are spending our money for here. 

H.U. JR: I agree with you. You are maJdng it, I 
think, 1. little bit too fri endly. I think some paople 
ha.ve been a l ittle soft- headed a.nd soft-hearted. 

IIR. CRO:/l2Y : Yea, but what I am gettinf at ia 
we can sar that to ourselves , but not public y. 

H.J.!. JR: Oh, look. They have asked me. ETecything 
good I have to say I said on that little r a.dio speech. 
ETeeything else I a.m bringing back is critical. I am 
a pa.rt of t he President's official familf, and~ criti­
cism is from within. And I just want to work fast enough 
with you to bea.t the Senate to it . 

J.IR. CRO'I/LJ!Y: Because t he Senate, I think you will 
raoognize , is just ready t o blow up. 

IIR. WHITE: They have two committees, haven' t they? 
We are getting along pretty well up t here, but they are 
reaa;r t o blow up. 

IIR. COX: They s ense some of t his, but t hey bad 
no precise spots. 

IIR. WliiTE: I ' ll tell you where they will get in 
on this- - thr ough this Ar~ payment of the facilities. 
Thq want to know wb1 the Ar~ is paying tan million 
dollars. 

MR. COX: That is where it started. That is where 
we will have to out the doll&ra bala.noea, getting the 
Bri tish to turn o"Yer all the facilities in t his country 
fina.noed by Lend-Lease . 

KR CURRIE· I was goi.ng t o suggest, Kr. Crowley, 
follow~g on Ha;ey' 8 atorT of tb.e Treasury' a position, I 
think you would Uke t o aay what you han done alnoe you 
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had thla. 

H. W. JR: From the 12th until the let, I haven't 
aeen an Ameri can newspaper, ao I don't know. You keep 
referring to some meeting. We are oompletel7 on a blind 
spot. 

WR. CRo.'o'LEY: We were up before the Senete Investi­
gating Committee in executive session. Those were the 
Senators who came back, 70u know. They hw us. up before 
the Appropriation and the Truman Committee . That is 
where we sensed that thef had found a lot of these things, 
but ther hadn' t got the detail u rou han it . But 
the7 felt there was soaething wrong. 'fe can sense that 
the7 are just getting ready to make a drive on Lend-Lease. 

H.ll. JR: Your organization and mine should work 
fast enougb so that we can aimpl7 aa1 that since 70u 
have gone in fOU have seen these t hings and recognif:ed 
them and rou have cleaned them up. 

WR. CRa.VLEY: I think this, that if we can sit down 
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and list them, Harry and Oaoa~, and agree--one, two, three-­
we can agree on them and take them to the President and 
get him to agree. 

Now, I think it would be a great mistake, p~cho­
logio&llf, for us to do something publiolf that !Dlght 
admit a great error iD this thing. I agree with rou 
that we ought to make the changes and aalce them !.mmed­
iatelf, ana: then we will have to quarrel it out with 
Great BJoitain; but to JUke a change and admit that we 
made all those mistakes in t he past publiclf would do 
us a lot ot hara. It would raise a lot ot questions alld 
investigations. It we can go ahead and put the thing 
in without announcing that it is a change ot face-­
don't 70u know? 

H.ll. JR: Well, personallf, I am not foing to sa1 
a07thing. I am going to tight like hell r om within. 

WR. CRONLBI: We will all do that. 

H.Jt. JR: But I am not going to ake U1 J"Ublio 
atat ... nta. 
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IIR. WHITE: I think he hu reference to ;your 
suggestion that he put a atop until he can r e-examine. 
B;y putting a atop, the suggestion i t that he haa sean 
something that ia bad. 

H.M.JR: Who ia going to know it outside of the 
British and ouraelYea? 

IIR. CROWLEY: I don ' t think it ia necessary for 
anyone to know it outside of ouraelYea. 

H.W.JR: You don' t mean b;y putting a stop-order 
on aome of the ciYi1ian good.a fr0111 Cairo--

IIR. CRO\il.EY: No, no, no, no, I meant we wouldn ' t 
make that public, but go ahead and do our job, 

H.M.JR: I didn't intimate that , 

14R. CIDWLF.'Y: I underatand that . I just wanted 
our fellows to understand. 

H.H. JR: You are just thinking out loud, 

KR. CIDWLE'Y: That ia right. 

H.M.JR: Did I intimate that? 

liR. CURRIE: No, I don't think ao. 

IIR. CIDWLEY: This thing ia so full of d;ynuite 
it could just deatro;y the confidence of the American 
people. 

H.M.JR: If the Senatore knew half aa much aa I 
do after this trip, the thing that worriea me aick ia 
that it might be an excuse for Pat MoCarran and the 
fellow from Connecticut--Danaher--and the whole crowd 
juat to out t he throat of Lend-Lease. 

IIR. COX: I ' d like to run oYer Yer;y briefly some 
of the thing• that haYe happened aince ;you haYt been 
away, following on Harry' • recital of record, becau•e 
Wr. Currie haa a1ked .. to handle a good deal of thi1 . 
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H.lt.JR: I hope fOU don't lllind if I walk around a 
little bit. 

~. COX: Certainl7 not. 

One of the stories is reverse Lend-Lease in raw 
mater ials. The other part is cutting down on civilian 
goods. 

H.U. JR: Bring me up-to-date, please. 

~. COX: Before fOU left , I believe, we received 
a memorandum of a Heting held in State at which we were 
not represented, asking that we begin negotiations with 
the British on reverse Lend-Lease of raw uterials--to 
carry on our discussions in detail but not in principle. 

1s2 I 

H.ll. JR: Sq t hat again. ~-

MR. COX: Our discussions were to be carried on 
with the British on questions of det ail and not prinoiple7 
However, pursuant to thAt memorandum we met with the 
British, and we haven' t been able to get a~here to 
date on t hem, because they have taken the position--
and I have oonfirmed thie with Colonel LlewellJn up 
to a reoent date, that &DT--

H.W.JR (interposing): Who is that? 

IIR. COX: Head of the Britiah Sappl7 Counoil, 
North .W.erioa. 

--that aq reoiprooal aid in raw lllllterials 
had to be trul7 reciprocal, reverse LeDd-Lease. In 
other words, we would submit 'requisitions just aa the 
British do. The7 would procure all the goode for us. 
We would take our procurement agencies out of t he f i eld 
oompletel7 and the7 would supply us with the th~ga aa 
we suppl7 the British. This agreement to be cont1ngent 
upon concurrent agreement bf the Dominion and India. 

The question of pol icing the end use of these raw 
uteri ala would han to be reserved until other 11111tters 
were adjusted. We did not feel that we oollld posai b}7 
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consent to accept reverse Lend-Lease on those conditions-­
politicallf, we couldn • t han. So our counter-proposal 
ls we would prepare to go ahead on reciprocal Lend•Lease 
on raw materia!a, if it could be worked with aa little 
disturbance of established procedure aa ia poasible1 
leave our procurement off icials in the field procuring 
ths things we wanted and t he quantities, and let separate 
financial arrangements be made. · 

Last week--I can give rou t he exact dates later--1 
met with Colonel Uewellfn. 

H.W.JR: Ia anrbodT froa the Treasury in on thil? 
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YR. COX: No. Last week I met with Colonel Llewellro. 
He eaid that he would agree t o our conditions for revereed 
Lend-Lease raw materials if we would agree to scrapping 
the original White Paper on exports. 

NR. WHITE: May I comment wi th respect to your question? 
We agreed with the principl e which was arrived at, and we 
said it was up to the then OEW to see if ther could work 
out the details with the british in a way that would be 
aatiafaotory to them with respect t o the acquisition of 
t he raw materials. 

WR. COX: Now, I reported t his converaation with 
Colonel L1ewell7D to Mr. Crowley. I alao mentioned it to 
Dean Acheson. I was in a meeting wi th him shortly alter 
that. Dean ~diately aaw Colonel Llewellyn. before llr. 
Crowley had a chance to take t he matter up with Kr.Stettiniu, 
ani the next waa, we got word back f roa th.t Britiah Raw 
llateri al W.11lon that they no longer inliettd upon tying 
the Whitt Paper together with our coodl tione on reciprocal 
Lend-Leut. 

In other words, they were preparing to go ahead on 
our conditione on Lend-Least. I eaw Dean and said, "Have 
you made any deal or bargain with the Britieh on this -
any oomitment ?" He said, "No, I just told Colonel LlewellJD 
that I m sure the matter of the White Paper could be 
aatiafaotorily adjusted. " 

So now we art ia the po1ition of 1ubmitting within a 
day or eo the list of contraotl and the conditione under 
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which we would be prepared to accept Lend-Leaae in Re· 
ferae on theee raw materiala. 

The other part of the atory-· 
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YR. WHITE: Before you leave that, how much will that 
amount to'l 

IIR. OOX: I don't know, Harry. I t depend• on bow far 
down the liat you go on private thinga. 

The other part of the ator, baa to do with cutting 
out civilian ite~. We received Barry' a propoaed draft 
of the letter before he left. Kr. Crowley, acting on that, 
bad a meeting with Kr. Hopkina, Juatice Byrnes, and 
Ed Stettini us . Those are the principals . 

H.l!. JR: Nobody fr<ID Treaaury? 

MR. COX: At that meeting it wae decided • not decided, 
but a general agreement - that we ebould initiate action 
to traoafer certain civilian ~tema out of the Lend-Leaae 
category. 

MR. CROWLEY: I think t bie, Lauch, on the meeting 
over with t hese men, that that came about on account of 
the call we got first for that Executive Seesion on the 
Hill. 

YR. CURRIE: That h true. 

YR. CID1LBY: We then got into thil other aubject • 
• YR. CURRIE: That is true . It waa not called for thia 

purpoet; it grew out of the diaouaeion. So, thereupon, •• 
expreeeed our readinese to go ahead. Je aeked Kr. Orchard 
for a lilt. 

H.ll.JRa Who? 

llR. CURRIE: John Orchard. 
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!i, J,(, JR: 1iho ie that? 

~ COX: Over in Lend-Leaae . 

MR. CURRIE: •• • for a liet of items, which were 
being shifted from Lend-Lease to cash basie, and that 
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I now have, in part. At that atage, Dean Acheson inter­
Yened with the cable to you, and asked i! we would hold 
it up. We said we would, provided it wae made clear we 
were being u ked to defer action. ~' . 

Two or three days previoualy, by telephone, I had 
asked Mise Kiatler to paas on to Harry the suggestion 
that it was not necessary for him to send this letter 
officially, formally, to us, that we were prepared to 
proceed on the basis of his draft. 

Did you get that message? 

~ WHITE: I don ' t think ao. 

~ISS KISTLER: Yea, the second cable. Remember -
I summarised what he aaid. 

KR. CURRIE: So in both cases we feel, Ur. Secretary, 
that the delay on Reverse Lend-Lease was owing to condi­
t ions imposed by the Britiah, which we were not prepared 
to accept. 

In the cue of shifting certain ci villl.n goode out, 
we feel it was owing to the interventi on of the State 
Department . 

KR. CRYILEY: I think thia, Lauch, in fairneu to 
everyone at that meeting, they all agreed, too, that •• 
ahould take step• immediately to reduoe thee• balanoea. 
Ien•t that oorreot? 

YR. CURRIE: That i s right. All exoept Ed Stettiniua, 
who left before that took plaoe. 
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Jm. CROWLEY: 'Mere all the r11t preunU 

KR, WHITE: Including io~eeon? 

MR. CURRIE : He wa1 not there - nobodf from State. 

li. !&. JR: '11.1.1 I say thia? I wouldn't tak2 second place 
wi th anybody at wanting to win the war. I t~ink our 
.Uliea should han nerJthing they n"d to fight wi. th. 
Than 1 aay period, paragraph; and beyond that we should 
be tough, s11Y 

li.R. CIDWLBY: I think that h right, 

H.J.I. J R: ind I don't tb.ink that I ua going to be ury 
polite about it, because I haYe been fooled with too long . 
It ia about six monthe too long that I haYe been held up 
by the State Department. Frankly, I don't aee where the 
State Department belongs in thia pictll' e. It isn't a 
diplomatic thing. 
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MR. CROWLEY : I think that on the Lend-Lease thing, 
and all of your eoonoaio affair• abroad, that we are rapidly 
beading into tbisJosition. I haYe hurt a lot of fellow•' 
feeling• when I s d that t his Lend-Lea•• thing looked to 
me like a ma1ter bookkeeping syetea. They got their 
feeling• hurt terribly. ilut Lend-Leaae haan• t bad any 
Yoice in what went on - what they do . 

li. Y. JR: Voice, or bo71f 

li.R. CROWLEY: Voice in what h going on. !low if, 
of courae, he il going t o uae hie inf.Luenoe, and you !I-re 
going to uae youra aa Secretary of the Trea•utr• I think we 
s~ould know 1Dd haTe a Yoice in what the po.Lio111 are going 
to be in the Lend-Lease and the epending of thie aoney, and 
the r .. ding of these people. 

H. li.. JR: I aa with you absolutely. 

li.B. CIOILET: I think the public will insilt on it • 

• 
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H.M. JR: I go a atep further. I think until thil 
thing ia cut down, that you and I should have aa much 
voice in the distribution of theae gooda aa I have had 
via a via Lauch Currie concerning Canada, 

14R, COX: That is right, 
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H.!.!. JR: Lauch Currie and I, or Lauch Currie and the 
Treaaur,r, have had absolutely the final aay on how much 
should go to Canada. And the Canadiana are happier; they 
don • t amart under it. 

~ iHITB: Bal anoea are inoreaaing very rapidly. 

WR, CURRIE: We have reached $100,000,000 in ordera. 

H.M,JR: The point ia that nobody in the Army or NayY 
aaya that we in the Treaeury couldn't have a look at a 
mili tary oommittment in Canada before i t waa made. But 
we have got to press it. And I &m prepared to be t ough. 

we have got to look after the Preaident•a intereata, 
and I think•your intereata and mine are absolutely parallel, 

WR. CROWLEY: No doubt about i t. 

WR. CURRIE: The situation now, wr. Seoretary-­

H .~.JR: You (Bell} aay exoute youraelf. 

WR, BELL: They can wait, 

H,M,JR: Than ait back and rel ax. (General laughter) 

WR. CURRIE: The altuation at t he moment ia that 
Mr. Crowley ia preparing to defer action until your re­
turn, You have now returned, ao I aaaume you will. be 
prepared to go ahead. 

I don't know how you want to handle t hi1, wr. crcnrley, 
but I aeauae you will like to di aouaa tome of theae iteaa. 
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~. CROWLEY: I thought this, Lauch, that if you and 
Oscar would ait down with Harry and see how auch of thia 
the three of you can agree on, then we will hne another 
meeting, with your permission, and if we can agree on a 
program, then we will aign it and present it to the 
President and see if he will agree, 

H.M. JR: In person, not through any intermediary. 
I want to see him face- to- face, with anybody there that 
he wante there. 

~. CiOViLEY: And 1ee it he will agree with ua. II¥ 
own judgment would be that eTen i f we go beyond where we 
think the Pre1ident migbt 1upport Ul, . that it would do no 
harm, becau1e I agree with you that there i 1 a general 
feeling here that the British GoYernment i1 getting the 
be1t of u1 here on all these trade1, and that ey~,t~~h 
be baa to soften us up a little bi t , i t wauldn' t o any 
harm for ua to put our beat foot forward on thia thing. 

R.M. JR: I don ' t think he will soften it up. 

}ffi, WRITE: I t hink we han to recogniu that t he 
Br i t ish can make a Tery atrong caae, That auat be taken 
into oonaid~ration. For instance, if we operate the way 
we are suggesting, they are getting in a oonatantly wor11 
international situation, and we are putting the acrewa on 
them in a way that ia wholly unjustified by the President'• 
policy of 1haring re1ourcea . we muat reoogni&e that. 
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H,K,JR: Yea, Har~ l et'a aay that t hat ia correct, 
but then aomebodf hal to go befora .the Hill and get the 
bleasing from the Congress of the United Stataa that 
Lend-Leue should be u~td for aomething different than that llr 
which it wu conceiTed, 

Aa I right? 

WR. BELL: That is What the Bri tish want you to do. 

KR. WHITE: I think they are afraid of that. 
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KR. BELL: They auggeeted tll&t originally, d1dn ' t 
they? 

MISS KISTLER: That ia tha State Department's posi­
t i on, still. If you can go to Congress, and Congress bd 
convinced--but I doubt it. 

H.M.JR: I want to· aay thia, that you will neTer 
get the blessing of Congress . 

WR. CHD~LEY : Just along Harry's line--Harry 
says England ia getting a little woru off all the tille. 
How about us? We are not getting &n'f better off, 
financially. 

lffi. WHITE: Well, but they can make a stronger case 
for their worsened international position, whereas we 
are getting worse f rom a different point of Tiew. 
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l&R, CHOWLh'Y: But I don't think we have any right to do 
that thing by indirection. The Congreaa should tell ua 
that we can do that, We shouldn' t do something by indirec­
tion that we are afraid to go to Congresa and spill out 
to them. 

WR. ~RITE: I agree a hundred percent. 

WR. COX: Kay I follow up what you have ~oth.said? 
You haTe got one queation of strateg'f here wh1cb lDTOlTea 
the paychological Tiewpoint of the State Department. The 
reason they can obdoualy take the broad attitude that they 
claia to take, il that they hann't ~7 basic responsibility. 
If the heat gete turned on in the Congreat, the fellowa 
who will hne to take the beat are you and Dean and the 
President . · 

H.M.JR: No, the fellow who will take the beat ia 
Ed Stettiniue. 

l(R. OOX: He will, too, but aa fol'lller Lend-Lease 
.Adminiatrator, not as Under Secretary o! State, becauee 

they don't haTe to juatit,r all thi• t tuft. 
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The second part is on the point that Harry makes, I 
think t he thing t.hat makea it worn politically h that i t 
wasn' t a t rade; that,if an7thing, advan t age haa been taken 
of generosity, not of a bargain. 

I mean, we deal with these fellows on faith, in a 
sense of being generous for purposes of winning the war, 
and then if you get advantage taken of you it hurts much 
more both politically and in tenaa of t he people involved. 

But I t nink, on working out t hese thing• you have to 
do some t hinking about the oppoaing viewpoi.nt the State 
Department will take on any one of theae apecific iteaa. 
I would be reaaonalby sure we could agree, but you will 
have opposition there. 

H.M. JR: I t doesn't worry ma, because if Mr. Hull 
wants to aay t hat we should do this thinf, I am going to 
put i t, with Leo Crowley' s hel p, ao cold y that t he 
President will aay, "All ri§ht, Cordill, if you want to 
go up before the Hill, O.K. 

I am not going to do it •. I know that I cannot sell 
the Congress of the United Statea Winaton Churchill's 
position, which he baa expl ained. He aort of we~t - ot 
courae he doesn 't weep - but about the poor Engl1sh 
sterling position. ~at are they going to do with their 
sterling position in India and in the Kiddlt East? Well, 
I know the Congress. They don ' t give a damn. 

To take the petition which he doea, and try to tell 
that to t he Congreaa of the United Statea - I ~uld be 
laughed out of court. 

KR. C!OWLEY1 Let ma aay thil to you, too, t hat if 
we work out a program and take a ttand, and we ~ve to go 
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· to Congre ta, Congress undoubtedly will be more w1l!ing to 
do the bigger and broader thing i f they feel there.ere a 
couple of fellows here t hat are l ooking after our 1ntereata. 

Now, If you go there and they !tel J OU are giving every­
tning away, tbey will have no reapeot for you at all. 
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MR. COX1 Absolutely. 

liR. WHITE: And if they also thin.k, which I think 
is more important , that when you interpret the intent 
of Congress in a war that was different than they thought 
i t should be , they have a right to expect you to coae 
before them and tell them. 

(Discussion off the record.) 

H.Y .JR: Frankly, I am ehocked, Oscar. I just 
cannot understand the Lend-Lease organization letting the 
President get into thia poait ion, I awear I can' t. 
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ILR. COX: I can't, either. Of courae, the Middle Ea*rn 
tning is a co111bination of two factore; one, historically, 
Harry baa given to you. The aecond i a really a question 
of people . 

Now, from the very outset, in additionto not wanting 
to see this stuff aold or disposed of on a Lend-Lease 
credit basie as against caah receipts, I have always felt 
there should have been somebody right on the spot - enough 
people to know what waa happening. 

Now, )'OU didn't n.ave anJbod.)' . You had Ki rk and Fred 
~inant, and nei ther one of those two felloas knew wnat 
waa happening. It ia only recently that you had fellow• 
like !)hort and Landie out, and they still oon' t mow 
enongh about it to do anythi ng about it. 

Wk. CflOWLEYI I think thil will do aore than that. 
I think, too, working out t his program, that it puts ua 
in a position with the State U.part.ent whers we aay wbo 
our men are goin~ to be and who they will be responsible to, 
and it drawa a l1ne and geta awa7 from all this aonke7 
business we have had in the last two or three weeks. It 
is a ~ood tt.e to have a show-down. Ei ther they want 
Charl1e McCarthy to run thia, or the7 want a person who 
will look after our poeition. 
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H,M,JR: I would be very much interested, if you 
care to discuss it with me, to know what position you 
are going to take in the field, unless you have already 
made the decision . 

MR. CROWLEY: We would be glad to talk to you about it. 

H.U. JR: I think I could be a little help to you, 
just having come from the field, 

UR. COX: One other minor, but not ao ainor, point 
that ties in with something liarry knows about, ia on this 
stock part of the thing. It comes up in term4 of United 
Nations relief, in connection with Harry' a idea of relief-­
contributing one percent of the national income to the food 
stock piles . I don' t dnow; they haven't information here 
as to whether they have a ten-month or fifteen-month supply 
oi' cheese. 

~ WHITE: When the Secretary said an inventory, 
he meant enrything. 

MR. COX: You need the total stooka and what propor­
tion of supply is under Lend-Lease, because if they say 
they are going to supply $400,000,000 a year, . and begin 
supplying it out of Lend-Lease supplies, it would be 
political 1uioide. 

H.W,JR: I meant fiscal supply. 

MR. WHITE: It started with food, you remember. 

H.V.JR: Now, I don ' t think this comea in with Lend-
Lease, but when we were over there, there. waa nobody in 
General Eisenhower's headquartera, and nobody in the AIIGOT 
organisation, who could tell us what fund the food is 
charged to that goes to Sicily. 

liR. COX: 

H.W. JR: 

It ia charged to the irmy appropriation. 
' 

ire you aure of that? 
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I.IR. COX: Yea, at least the food t b.at haa gone to date . 

MR. BELL: Haven' t you loat aome control to the Arm, 
by reason of the authority in the Appropri ation Act, to 
wnich Lend-Lease- -

KR. COX: But they haven' t transferred the food in 
Sicily under the transfer authority, wnicn i s atill re­
tained in the Lend- Lease Administrator. 

Wrt. BELL: Don' t they lend- lease here on their own 
authority? 

!.IR. COX: ~ith consent of the Ao.ministrator. 

H.U.JR: I had a list given to me by ~eneral McSherry, 
who made an excellent impression, of the stuff that has 
come to Sicily. He doesn' t know. lie au.id, "It is not 
my responsibility ." 

M~ COX: On a straight War Department appropri ation. 

H.M. JR: Rave they ever explained tnat to ~ongress? 

MR. OO.X. : No. 

Wi.. ~~olHTE: V{nat authority have they to feed the 
population of Sicily under ~ appropriat ion? 

~ BKLL: 1 think they have that authority. 

UR. WHITE: Sicily ia behind tbe linea an awfully 
long distance. 

H.U.JR: Wait a ainute. Believe me , 1 had to 
and queation, and queation. What I am t~lling Y~ nOll ia 
the resul t of days of work, and believe me, Jul1us Ro!mea 
di dn't help me one damn bit. 

MR. COX: I don't think so . 
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H.M. JR: He didn't. But do you aind 111 going a little 
further? Now, maybe you know all of tbia, but it took ae 
daya. 

There il an .urooT Forward, and an AII.GOT Rear. Then 
t llere ia a coiiiDliuion being aet up wi til the Italian Govern­
ment wllich nobody knows anything about, or where they are . 
And the funds are so mixed up that we oroaa-examined 
these people. There are three different organizations. 
The AUGOT Forward, which movaa forward witll General Clark, 
I can see. Tiley don't have to do any expl aining. 

But the .WGOT Rear, which ia under Charlie Poletti who il 
doing a good job, I think t llat they certainly should ge\ 
the bleuing of Congren when they be~in to spend United 
States taxp&Jers' money to feed the S1cilian population. 
That is !MGOr Rear, whicll ia another organization than 
AMGOT Forward. ·~ 

Maybe you have heard all thia, but it took me days and 
daya. And Julius Holmes did.n't help me one bit. Now, t he 
stuff ! Ill talking about ia jMGQT Rear. Now,· who here 
knows about thatY 

liR. OJRRIE : We were infonned. We were called in and 
info l'llllld about this Saturday morning, eo we baven' t yet 
had an opportunity to sell the story. Jack McCloy called 
ua over and told ua the whole atory of tile new setup, tile 
Allied Control Commission - t ile tour-man Commission. 

MR. WHITE1 That ia an Allied Commies1on? 

MR. CURRIE: That ia going to be tile new tiling to 
supplant .lli.OOT Rear, 

MR. 'MiiTI!I Onl;r in tile areas in wllioh the l<ing ot 
Ital;r i a permitted to recognize ae governing. The;r ~ve 
four provincea now, and aa t lley extend. them, the AMGOT.lD 
thoae areas come under the Allied Uiselon, but thereat1ll 
aa;r be areal which are . R.ear that didn't come under that. 

WR. CURRIE: I didn't get that wrink.le • 
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H.U.JR: Oh, no, this took days • 

.ICR. ~.HIT!! : Joyce, who was the head, didn ' t know. 

li.M. JR: General Joyce was supposed to head this 
thing. He is a nice fuddy-duddy who gets pushed around 
he doesn't know what it is all about. ' 

This thing you are talkl.Ag about is where the King of 
Italy bas four proTincea and t6ey are proposing to take 
onr the rut. 

2os I 

V.'hat 1 ~ going to find out fro:a aomebooy in the J.rvrt -
and Osoar endently lmowa about it - la about pouring thla 
food into Sicily, which somebod7 pa7s cash for, and you 
say it i s the Arml· 

l!R, OOX: J.rm:r Wer Department aipropriation, and I 
t hink, unquestionably, it 18 a polit cal matter. I don ' t 
think there is serious doubt about it as a l egal matter, 
but as a political matter, t hey ought to tell ~ongress 
what they are doing, or in addition to tnat they ought to 
get lira for it in terms of our fUture posi t ion in Italy. 
But the7 certainly ought to tell Congreaa. 

H.K.JR: The food which went to North Africa for thia 
North African defeat, was that charged t o the Arm¥· too? 

.1(!1. OOX: In t he initial stages, part to the .irrq and 
part Lend-Leaae. But the Lend-Leaae haa been paid for 
dollar for dollar on the ciYili an stuff, 

H.M.JR: Sa7 it alowl7. 

Wk. COX: The firat convoya that went in with the 
original offenee carried il,.y supplies , paid for by ~ar 
Department appropriations .Now, whether t he Army aold.thoae, 
or got an1 •oney for them, I don ' t know. My impress1on 
i s t hey fot no money. Then Lend- Leaae atart~d a~terwards, 
and all he supplies that have gone in tor ClTillans~ 
whether food or clothing, and ao forth, have been pald for 
by the French Coait6 
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B.Y.JR: They have paid cash? 

J.!R, COX: Yes, $U, 000,000' a worth already paid up 
Thlit ia all right, ' 

H,L!. JR: l!ut the a tuff that ie going to Sicily ie 
still in question? 

Jm. COX: Right . 

H.Y. JR: But your Lend-Lease ia not involved? 

WR. COX: Not yet. They mq be . \oe han already 
raised the question. 

are 

Lm. 1\liiTE: How can you lend-lean to Italy? 

MR, COX: The President baa made a finding that they 
on the llst. But no aid tbe.t has been supplied first. 
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e.nd 
H,,!. JR: Whe.t does this mee.n? Did McCloy send for you 

exple.in it Saturde.y? 

MR. COX: Lauch was there. 

H.Y.JRt Do ycu mind? 

YR. CROWLEY: No. I e.m getti ng education, myself. 

H.M.JR: You are getting it from .y standpoint -
something that took da;ya of bard -.eric. 

YR. CURRIE: I think you ebould know about this, be­
cause I think it will affect Ed Foley' • position. The 
ple.n now ia to have the A.Llied (;ontrol Mlaaion split up 
into four sections, milite.ry, economic, political, and 
traneportation-communicationa . It baa been agreed that 
the 1merioana will head the military and the communioationa. 

. WoClo{ said, in view of the predominance of Britieh 
tntereah n the :W.edi • .,.anean and i.D Ital;y, the;y ~11 head 
the economic and political. Tbeae will all be ail1tar;y 
peraonnel except the political , 
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WR. WHITE: Who hae the tourist trade? 

YR. CURRIE : I don ' t know. 

H.M.JR: Who geta the monopoly on the wine? 

WR. CURJUE: The man who wil l head the economic 
sphere will be L9rd Renell of Rodd, who 1a now in uni!ol'll 
and is a general . 

llR. BEll.: Waan' t be in Sicil7? 

liR. CURRIE: Yea • 

WR. WHITE: He waa supposed to have been sent back 
home because there were obJecti ons or criticism of what 
he was doing in Sicily. 

H.M.JR: Even the English don ' t like him. 

1{R. aJRRIE: I aaaume- I don't k:now, this didn't 
come up - but I think probably your Treaau~ people may 
find themeel vea operating under the economic aide. 

KR. WHITE: The7 will. we have got the complete set­
up of that. The only thing ie that they will be under the 
British, but they will be the highest American officers 
in that field, and therefore presumably have access. 

WR. COX: One great access, I think, in which both 
sbopa ought to join forces, that ia going to be a control 
under the econoaic aection, ia the aupply. 

14R. WIIITB: I think Lauch 11 right in aapng that the 
division baa been auch aa the ti people who ~ve control 
over the iaportant decision• in t8ly, are Br1tiah. That 
is definitely true And the reason haa been the one that 
you auggeated - t~t the .Arm¥ back here has said - .it is 
a l(editerranean sphere of influence and we expect 1t to 
be Britiah. 
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H.U.JR: With all due respect, and I am t&lking among 
frienda - I will tell it to Jack ~oCloil faoe - he ia 
making the mistake of hie lite. He ia trying to run it 
from here. He can't do that . He ought to have a good 
tough, two-fisted American on the ground looking after 
!merioan intereate , and Jack McCloy, or anybody else, can't 
run a ci ty here in Vlashington. And the Kngliah are making 
a monkey out of him on the spot. I am going to tell it to 
Jack UcCloy the first time I see him. 

YR. CROWLEY: Well , HArry, -• a matter of influence, 
it aeema to me we get all the hard end of Italy i.n the 
poet-war. 

YR. ~rtiTE : I think you will find that true every­
where . Tne Br i tish are taki.ng the position of being 
friendly. 

MR. CROWLEY : They are the Santa Clauee and we furnish 
the dough. 

lo!R. V,H!TE: Not alway•, but it baa that aspect in 
aome places . 

YR. CURRIE: I TOUld like to tell you a tou 
little atorr, at this point. I asked Gener&l HiJ.uLrlJll!: 
why the British were so insistent that all the people an•QUJ..tl 
be in uniform and no civilians . He aaid that was because 
the Britishtelt that it ns very desirable to get foreigner• 
out of Italy as soon aa possi ble. The mili~•rr . •ould be 
anxioua to leave, where civilians would be 1ncl 1ned to atay 
on. So they put &11 the people ln uniforms. 

H.M. JR: Let me tell you thie. I never knew KcSherry 
before. 

J.IR. CROWLEY: I don • t know him. 

H.K.JR: Well, I am going to urge the President to 
bring KoSherry back to explain to Congreaa what they.ha~e 
dooe to date. When I went into thia ~GOT !ira, I d1dn t 
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lcnow, but McSherry can t~ll a good etor;y of what he bu 
done eo far . If they gi• e YoSherry more power , United 
States intel'este will be well looked after . 

MR. CURRIE: General Hilldring h reoelling General 
!lcSherry. 

H.M.JR: To explain to Congreee? 

YR. CURRIE: No, for a '&abington job. 

YR. WIUTB: He is alated for an English job. He ie 
sl ated to be General De• era' man . 

H.M. JR: But be ia too two-fisted, I think. Didn't 
you tell me they were bringing Juliua Holmes back? 

MR. WHITE: I beard that yesterda;y morniug, but not 
officially. 

209 

H.M.JR: Leo, I appreciate •ery much your coming over. 
I like your suggestion t hat Harry and your two men should 
get together, and when they h&•e go t something, I would 
like to read it . The quicker we do, the better, it aeema 
to me. 

J.(R, CRO'il.EY: You fellows han the time, you can do 
it as soon aa you get together. 

H.H.JR: I haven't anything important, but I think 
the President i t between basea. 
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OP'I"ICE 01' UOOl-u::ASE ADIIINISTRATIOll 

THE I"'ft£1GH IGWICC 
OF THE 

UHITm .,-ATU OF AMERICA 

Ur. llonry Uor gentbau, J r., 
Secretary of the Treosury, 
>laahinstcn, D. c. 

liy doar L:r . Secretary: 

• 
AMERICAN LEGATION 

Cairo, October ~. 1943 

In accordance with your request I u cit1n& herein 
exaaplea or eo"" or the !)robletUI which we are racing in this 
area, and which I """ requested S!)Ocirica~ by tho !And-Leaae 
Ad:Uniatraticn to investigate wben they aasfcnod a• to this 
terri tory the end or September. 

Socet ime around tbe first or January or this year 
tho lli ddle East Supply Center, Lond<$l) and Waebineton, decided 
that to rao1litat e procurement in the u. s .• to permit shipments 
to be divor te4 froM ono territory in the 141ddle Eaet to another, 
and to provide better control ovor distribution and prices, that 
tho plaein" or orders for certai n coM~d1tioa by the ~iddle East 
Suo~ly Center should be substituted ror oo~ercial transactions. 
These orders are knom a s •Bulk Indonto•. Tho J.:iddle East SUllOlY 
Center, in line rl tb this policy, has discontinued coMorcial 
ordera, with some exceptions, for certain products, among tho 
110st blportant of which are iron and steel, Z>odioal supplies and 
agricultural .achinery. 

In aecor<!Anee w1 th your r equest I aa outlining an 
example or how the Bulk Indent ..,rka tor •odioal eupplioa co:oine 
fro• both her1cen and Bri tiah oourcos . 

In the case of D&dical oupplies prOYioue to the 
i ntroduction of Bulk Indent s, the illlportor in this country 
order ed diroot trom an exporter in oithor ~ho l' . S. or the U. K. 
Theae orders were subject to illport 11cenooo which i n the case 
ot Egypt bad to be approve4 by both the Egyptian and Bri tisb 
authorities in Cairo . On the introduction of tho Bulk Indent 
commoroi4l licensee ~ere suspended. In lieu thereof the Uiddle 
East Supply Center makes up an order oovor1DJJ tho total r Giluir•­
mont s of tho Mi ddle East wbich i a than sent to London where the 
9rit1oh detenaine what portion or tba aodical supplies shall be 
aocured fro11 tho U. K. and what portion fro• tho U.S. The Br itish 
part or the order 1o turned onr to tho UIC.CC wbo nominate an 
exporter in the U.IL wbo tanaa out tho orders &IIODg British 
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~~&~~utacturore, who eell the euppliee in queetion to the uxcc. The 
UXCC in turn, in the case of Emt, turD O'f6r theee suppliee to 
their local UKCC branch in Egypt, who then aell the euppliee to 
eelocted i11p0rtere 1o thie country. 

The part of t he euoplioe which the Britieh 1o London 
have decided are to be purchased in the U.S.A. are orocured by the 
Lend-Leaoe Administration and shipped to the Middle Eaet consigned 
to "The l.linietry of liar Transport for the &coount of the Lend-Leaee 
Adloinietration. • 'llhen tho American medical 8\lpl)liea arrive 1n this 
country they are received by the local Lend-Leaae r epresentatives 
who 1n the caee of non-British tnrritories sell the"' to the local 
governaento, who in turn sell t- to the drug houaee. The local 
govermoent to who• the American euppliee are turned over deoosit 
the price which tho Lend-Lease Adainiatretion estoblishao on these 
goodo in loeol currency 1o a bank to tho acoount of •The Treaeurer 
of the United Statee of karica for the accoUDt ot the Office or 
Lend-Le&ae Adminiatretion• . In the case of Aaorican eupplias 
going to Britiah Coloniee or llandated areae the goode rll1 sither 
he turned over by tho Lend-Leaae representative to the local 
t erritorial govor=ents directly or it tbe lliddle Eaet Supply 
Center 110 deter~~inos through the UXCC . The proceed a of thee a aaloa 
under a ruling of the Interdepartmental Co~~ittee in Washington will 
not he immediately turned over to the Treaeurer of the U. S. and are 
proeently being r otaioed by the British Oovornment or one of its 
agonoioe. 

The above procedure 1n my opinion is ineoneiotent with 
the policy ot the Lend-Lease Acministration, &a expressed in the 
attached l'lxhibit A. It, eo tar ao the U. s. is concerned, has the 
etrect of disrupting and destroyiog no,.&l oomeroial channels 
bctnen lliddle Be.st illpOrters and U. S. expor-tara. Purthe,.,.ro, 
110 far ae the Br-itish Colonies and ~ted territor-ies are concerned, 
the tollowiog ot this procedur-e moans t'>at the sup])ly of thoae 
cirtl.ian goo<U, for which tbe con•UJ!Iere ~ eaah, 1e 1'11rniabed 
troJI tha 1'. S . on a credit besis.S~ British transactiona are 
normal. cash co....,rcial transactions. Shortly atter- ..,- arrival in 
Cairo 1o eoneultation with J.lr. Landis I cabled the Lend-Lease 
Administration as per the attached copy ..uked Exhibit B. 

All a grioul tural achinery coming t o this area trom tho 
U. S. 11 procured by the Lend-Lease Ac!mini.stration, while agricultural 
e>&cbioery ooming from the U. K. is otill being oupplied through 
commercial channels. I have already dieouseed this apparent 1ncon-
11atency w1 th the officials ot the Middle East Supply Center, who 
infcl"lled •• that only 10% of the agricultural machinery colling ioto 
thie area was being illpOrted troll the U.X. and that ao it """ ot a 
hi£1117 opaoialised type, the divoroion taotor trom one territory 
to another • s ot relatiTe uniaportanoe, and that the reason why 
private trade n-o11 tbe 0 .1. •• otill helD$ pel'llitted when it was 
not poraitted 110 far ao U. s. agricultural -.chioery •• concerned. 
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I was advised by the Lend-Lellle Adminietration prior to 
leeving ro&ehington thAt in a large D\11:1~ Of instances the request 
tor euppliee tor tho Ui ddle &oat were being eant to London for 
det ermination as to whether the supplies should oo~e forward troa 
the U. S. or the U.K. and that decisi on to roquoat t hese supplioe 
tro• Lend-Lease was made directl7 b7 London on \laabington without 
acy reference to the local Lend-Lease ropreoentativea in the lliddle 
Eaot. I wae i nstructed that one of -r reaponalbilitiea would be to 
arrange tor the approval by local repreaentativea of tho Lond-Leose 
Adainiatration ot all requisitions tor Land-Lerue supplies, eo that 
t he Land-Leese A~istration in Washington aight have tho benefit 
or our local innstigation of the need tor these eupplica . I have 
bad prenared and ""' working with IJr . Lend1a on a procedure which 
proYidea thAt 110 supplies shAll be requeate~ troa Lon 'on for this 
area until the7 hAn bad the &l>proval or t.., local repNsentatins 
ot Lend-Leeaa . This procedure ie 110W btiDg atudied b)l IJr. Landis 
and after hie approval will be presented to the Uiddla :ast 
Suppl,- C.nter • 

.l....,ng other proble=a wtlioh Dean Landia and I are studying 
are the conoicnmenta by t he British in n&ahington of some Leod-Leaae 
goode direct ly to private concerns, and the present practice of 
providing civilian trucks used in this area through the British 
Arm7. I ~igbt a dd that t he latter practice aroee in tho tirst 
inotance trom a desir e on tho part of the Briti sh Army to turn 
over to civilians non-desert-,.,rth7 trucke and to replace them 
with deecrt-worth:r t rucks out or arriving civilian shipments. 

LLS:nwa 

Enola . 

~{:)'1-' 

Sineorsl,- 70ura , 

~.; - I;:"~. s~ 
~ 

L1Yingaton L. Short 
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OFFICE 01' LEml- L!WlS JJ1.1INISTRATIOII 

\l'aahington, D. c. 

September lJ, 19l3 

L!r . Richar~ lt&y, 
Legation of tho United States of klerlca, 
Cairo 1 Eg:ypt 

l'ORZIG:I T!L~OE I'OLICJ 

Dear llr. llay• 

I enclose for your 1nf'orNLt1on some co.,..,,...nte on the 
above subject, turn1eha~ us for trana~iee1on to our overaeaa 
miaaione by the Planning an~ Develop-ent Diviai~n. 

Slnc•roly Y'O\Il"e, 

A~bro•• C. Cra-er 
He&d Liaison Oftic~r 
Ui~dle Eaat Bra'ICb 

" 
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J'OWW !ND lOJ.Iqi. 

L. mute ~Pfi"'' Mly, n.r. llu 
4eYelope4 oo.a ora ieoo a t orelp ooutriu u to 
tur att1tu.4o oa OQil\111.-• o~ =--- WU.o 1a X..ll4-~o 

~=Lo=
0

1:r!
0

:-t.r="'r ..,.to:-w!:-:~~'1:.1ua:.n 
tor or1Uoal .,o«o t~n Lea -IA&e• oowavt .. , tile &U'-Ptloa 
u that all ouoll aoo«a aut be obhi.DM Yla Leli4-1Auo r.­
qll111ttollll, la tho - ot clrlap allto.obllo ,arte u.4 
other ihu 1a Y&r1oua parte ot tb -ru t.hlo .UIUI4arUaM1ac 
w deftlopet to tho ateat o~ tile loeal aonz-at tel.UAc 
ita i:aportuo t.llat DO o-:rolal llaporta oaa be MAlo o1Au 
•on 1Aatruct1ona troa X..n4"Leuo• all ~~~Mil r.q~te -t 
BfJ thzoup Le114- X...ao 1a tile t'utaro, 1'111a 1e, ot OOI&no, aot 
t.ru . '!'be h ot 1• that, oxoon t or a Y&ry 111111~ un ot 
goo4s , ,.. wou14 ntllor lla'f'O ~- ao OOIII<Iarola.l}T t llaa 'f'1a 
LeD4-Loua 1a or«o.r \bat Lon4-IAaeo r.n4.a MT liP ~..t tlld 
11110h turt.har, '!'boN 1o no l'eaeon '111117 o~aroial aW.p;~eate 
eaADot be oharaM ap.iut Len4-Loaao :al1ood1oaa ot Mte.rla.l 
Juat u well • • I.end-Leeso ehl:P~Hata, 

Will you ploaa~ oee tbat tboao aentlroonta are .. 11 
bo1111 by t hooo 1a SO'f'o.rnaeat all4 tn4o w1 til wbom rou ban 
OOiliaOt? 
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oouiUI'&U .. NYVU. t.Ml1' ~ • tllil •"-· !'II 
4a\e w llaw •n • !.a MU.tute17 ~ - t11i1 .UJ•\ 
oa17 troa \be Uai\et K.s-.. m, annUa uA llewlade.,, 

Wbllo, of ooaree, 
no bo all .... w ..._ 
preoet-• i t. alalnWl bo Jllft • 
atroAclJ' roaUUC t.lla\ \M WU' bo all I w 
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aorw a-u ueuo tor UAAMM8v1q llaa41oapJU. U&l\et 8\e.Ma 
t onl SD t.ra4o olluaol.e. oo ... 10Mll¥ • Mal' ot ..... .r ta­
orWoatiOD 1a t.nat•et. 'bJ' lOMl so•• ... , aa bot.- ..-• 
ot Ullit.ed St.et.N f1- uA ....... of fU.. of ot.be aaUNaltU•. 
Ott.oa, t.oe0 4"1o1ollll ar. •4• bT Land-Leaao aJMl at.lav Ualt.e4 
Sta\e~~ apno1 .. 11h1oh aonnq l:la.D41o-» Valt.ecl Bt.eMa ton18D trot& 
oper.t l.oM wit.llo'U a boluotaC 1aoreuo 1a nppl)' etfloloMT. 
caroM tliO\IIIlt. alloul4 be slTOII t.o poodble otfeot.e 1a t.hle 
tlold or onr 4"1e1ou 'llb!oh 1M7 be t.aba 011 YUloar pnn-• 

.L. Caoll Roblbll!!lu:Hft 'l'heH 1a a t wollo4 our Lu4-
Lean awt.oau\ ot pollq oa • \'he 11-' ot lt. 1o tllat. 1t a 
country cu p&J' cull t.llo pnoiJIIPUoa allould bo t.laat. o_,-olal 
01\SADOla Oboal4 bo 1&804, 

a. 'file ••=UIIPU• abouU bo t.llat. all u.uaauou, 
under wll1o11a Laat-JAMo oouaV,. wU.l ,.:t oula, will bo ~ 
prlnt.o o: lrOlal •kn•le ..t.a .... •n•• naa M • ..._ t.o 
the OOUAt.rJ' • 

b. !Plio oaah l"tlab~at. prooo41U'e will bo uao4 tor 
auh proour-.t on.lY ~&~~4or opooial olft-t.auaa. Ia ol.arlac 
oeoh o• h nillblli'Or nt. n qula1t.1oa t.1ae Jut.1t1oau .. tor MIIA­
lla& t.b.o proo~t. 1a "J..n 11117 .aat. bo oot. tort.b. 1a wr1Uac. 

o. la l!eMlln& .. Ia raiAbva-\ n quloHiOM L ... • 
Loeoo proo~t. pneM.uo will bo 11041tlo4 t.o a coor4 • ol-lJ' 
u poaolblo wlt.ll DOz.l oo-nlal oz;poll't. pnot.icaa alld t.o pollllt. 
croat.ar reoopl.S.oa of t.ra4e ll&llfto oloaor ooat.aot; w1.a upon.. 

U4 .u-ao• tor e&poll't. eoi'Yt- roadOI'OCio 

· Ia ~- tonlp so•o.raut.o t.U. nr,lliolt.ioar u401' 
LeM-Leaao la'l'olrta& •t.ortala tor whlok tll07 llan alao tenot ~ 
port. liOOW .. , fon!p 0:1.0~ peaiU0 OHo t.o OOYOll' -li'Otal 
e11111110at.a. n 1.n \lao pollaJ' of t.llo o~ttoo ot Lu4-Leaao Adatalrt.n­
Uoa \ba.t. n•lt. ~\llaat.o aMU lla oan1o4 out., ant 1a •ult. _ .. =-=· r;na:,, "!:,;,rt~..:-.:h:ft!e' .~I:;x:-;r .=-
u o "e27 --' ••••• t• ro totaa. 
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OPFICl! OP IEliD L!'.ASE AlllliHIS'l'R.\TlOII 

THE FOREIGN ARVICE 
OFTH£ 

UNITED STATES OF AMERICA 

AMERICAN LEGATION 

Cairo , October 28, 1943 

Ur, lfenry l.lor genthau Jr, , 
Secrot4ry or the Treasury, 
r.aebiDgton, D. C. 

''y de:>r l!r, SecretarT: 

In accordance with your requeat, I u attaching a 
copy or t he cable advising us that the Intar-Depart:!ental 
eo-ittee in .. ashingtcn had ruled that th~ proceeds or the 
sale or civilian BU!>!'lies cOIIing into British Colonies and 
l!andated Territories would be retained by the Br itlah, 

1 am listing below a few ex&!llplee ehorlng the 
type or civilian euppliea bein'l brought into Palestine on a 
credit Lond- Lenae basis : 

RMn1g1tion Ho. 

17329 

17!175 
16818 
16602 
16511 
15852 

Com:nodi ty 

Agricultural Machinery 
Spare Parts 

32 Crawler Tractor• 
900 18" Diaoa tor harrows 
.Agric. L:ach , Spare Parts 

• • • • 
750 L. T. Aacrican Sulphur 

$ 4, 500.53 
75 ,000.00 
1, 410.75 
1, 500.00 
5,579.00 

445,448.00 

In view or tbe tact that all Lond-Leaee supplies, 
including conaucer goods, are bein& t'urniehed under a credit 
Lend-Leaaa baeis, we do not have a record of the dlspooition 
Dade of tha s upplies by the Colonial Govern.,•nts. It 18 possible, 
thorstore, that some or the items 1 have listed havo not been sold 
or, in the case or agricultural 118chinsry, ""'" have been rented or 
even retained by the Government itaelt, 

LLS:nn 

encl . 

Sincerely yotu·s, 

\.,.~'t. .~ 
Livingston L, Short 

Principal Lend-Lease Roprea•ntative 
in the Yi~dle East 
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• 
Rec 14. Sept. 28, 1943 

FROM THE DEPAR'l"..IE!IT 

S969, Septe..ber 28, 6 P·• · 

•Por Reed for Short froa StettWWI. 

Your 6u8, tor Fred lline.nt. 

Until turther notice from WI Lend Lease &14 to 

Britannic MAndates, Protectorates an~ Colon.i ee in Mi~dle 

East euoh ae Paleetine·, Trene-JQNan, Cypi-u.e and 1\don 

ehell continue to be furnished on credit bo.sb. In 

ouch territories reciprocal aid fro• British applicable . 

Winant ooncure. 

BBIU& ACTJJIG 
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OFI'ICE OP' L1':11D-L!ASE AlliiiHIS!'RATIOll 

Tti£ FOREIGN IUI\IIa 
OFTH£ 

UNI'Tm STATU OF AMERICA 

Ur. Henry t.lorgentbe.u Jr., 
Secretary of the Treuury, 
Waehirutton, D. C. 

14' dMr llr. Secr etary: 

AMER ICAN LEGATION 

Cairo, Octobor 2~, 1943 

I aa be.ndill't :rou herewith a copy of the 
lat&at cable recei vee! troa Waehingtcn adviainr .e t;&t Lend­
Lease on medical supplies would be continued on a credit 
bsoia in British lolandate•, P'rotectoratee an~ Colonies . 

I an aleo handing you horni tb a copy 
of tho letter Ur. Landis showed you in which the Economic 
Sect ion of the Speare JUsaion, which ia whollJ' Briti eh, 
advised cer tain importer s in Syrill that agricultural 
""'obinery 1dght be imported tro111 the U. K. through regular 
co!lllllercial channels . · 

LLS:mre 

!nola. 

Sincera}J' youro , 

~~.~~ 
Livingeton L. Short 

Principal Lend-Lo&ae Representative 
in the lliddle East 
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• 

For Short from Knollenbarg. 

October 9, 10 pa 19t) 

1506 

October 12, 1943 
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"Druse and modical euppli ea roquialtioned under BSC 50299 - Al09 

although procured through War Departl1\ent are tor civilian uae. Your A- 1/,1. 

Without reference to Lend- Leaaa rapreaantative conaign~~ent mado to 111niater 

ot t ar Transport Cairo. All &hiJIIO"nt& recehed 1n llid<Ue East under above 

roqulaition ,..u aboul<l handie. Col!lpl&te inlo,.,.tion on tranaportation both 

by sea and air or drllga and ~ed1ca1 IIU'ppl181 under above roqu1a1t1on 

turniabed to IIESC Cairo British advise. Air transportation tro" here 

turniabad by British planes. All drug and medical aupply roquirerenta 

in general submitt ed by WESC which are tilled trom United Stetes source 

are Lend-Lease and tor civilian use. You should handle all in all 

cooperation with WESC and medical and health boards. 8as1aed credit 

L!tnd- Ltaot in British ftapd&tes Prot.eetoratet an~ Coloniy And oash in 

all othn tm1tqrieo . Payment ehould be 1n United States doll.Ars in 

caoee ot ouh tranaactiona when poaaibla unleaa United Stetes bU naad 

or local curreno7 1n particular territor,.. Sine>& Britiah haYO roqulsitioned 

all drug and ...Uoal auppllee up to this tiM for lli<i'l• East and era 

therefore charged with ouch aupplieo on our bocks the:• ia no neceoaity or 

your ac<>Ounting tor releasee to British territories. However we suggest 

you record ouch t ranet ara to British territorieo on the basis of date 

or tranatera co..,.,di ty deaoription quantity deotin&tion or uoe and 

original requioit1on nuabet. • 

Hull 
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(COPY Ol' CIRCULAR L!ITTER SEll! TO THE J'Ol.lmiJIG) 
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Jo.lJ.a41 Dui&SCUII 
BaJci I 

• 
Coudsi • 
~~aayoa llopOrt Com~, Beirut 

Import of Agricul tural MacM.nerx 

Eeon,.ic section 
Spears lliasion 

ss/&Jl/2/E/132 
JulJr 9, 1943. 

Please note that authority 807 be (1Yen t o 1aport agricultural 

machinery t'r011 !!r"rJ nM o! the following categor1eu 

Tractor ploughs 
Disc tUlers 
Cultivators (tractor and an:1mal) 
Machinery spare parte 
Harrows (tractor) 

Requests !or aport of any of t hese artioles should be made to tb1a office 

w1 thin six wee leo 
1 

ordering b)' way of yovr u.oual ouppliero . 

llote that this ia l!.21 Lend• tM.SI Mterial. 

(Sipod) Boward Jones 
llajor 

Agricultural .l.dviaer 
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Nove.bor 2, 1943 

Ueetillg in Seeretaey !iol'l:entbau•e Otlice 
November 21 1943 

10:30 A. l.!. 

Presentt Messrs . Crowley, Cox and CUrrie of F.E .A. 
l~essrs. Eell, White and W.as KiBtle r 

223 

The Socretery opened the meeting by stat.:l.ng that he intended to 
apeak to the Presi dent about var:l.ou.o aapecte of our lend-leaae policy 
which he cll.aapproved of and 'IIIlich he th:l.nke may endanger the >bole 
program. He stated that in doing eo he "'anted to be able to say thst 
h4 bad epoken to l.!r. Crowley and that there had been a - t:l.ng ot 
ll1nda between the t110 agencies. 

Pir~t he wanted to c~t on the aet up of the lend-tease otficea 
in the field . He stated that all the men he bad apoken to said that 
Lcnd- leaae personnel in the field were ope.-ting w1 tbout instructions 
t'lo" Lend-lease, that they '"''"' 1\mction:l.ng u a l*rt of the State 
Depar-.t. 

ltl'. Crowley commented that the reol'llaniZ&tion of h:l.s agency pre­
sented many problems and that they "'"re having difficulties in worki ng 
out a IIIOdu.o operandi ll:l.th the State Department . lie s aid he would be 
glad to gat the seoretary1s report and work ll:l.th him on this matter . 

The Secretary reviewed the Treasury responsibility for the origin 
o£ Lcncl- leaae encl for the financial upeots o! the prograa. He said 
be was particularly disturbed by the faot that Lend-Lease was doing a 
number of things 'llbich Congreas never int ended should be dono and that 
those deviations t'lom the original directives endangered the whole 
program. 

Second.l;t 
1 

the secretary wondered 1lll7 Lando-Lease is in the a>:rcbllndli.l 
busineae . Ha expressed concem over Congreallicn&l reactlm to the know­
ledge that u.s. goods are being distributed through British cbannele 
often reeulting in the receipt of aterling b)' the llritieb. Ha atetec! 
that the Brttieb were u.oillg private axportinc cbennale Yherever possible 
whereu the reeult of our pol:l.c)' ie to force prl.vate exporters out of 
buainese and to b1il.d up sterling balanoee held b)' Olellbers of the Sterling 
Area . 

llr. Currie stated that a joint col!llllittee of O.E.W. an:! Lend,.,Leaee 
hac! been reviell:l.ng the poseibil:l. tie• o! n:l. tohins over to private tl'ade 
in North Africa. The Secretary l'IIPlied that what he is recam>encll.ng i s 
an ovol'-all review of tbe Lend-Leaee eat up. In reply to a queetion b7 
!.lr. Cl'Owley, 11r. Cox said that he die! not know the theory on Yhicb it 
hac! been cleo1ded to let the Br1 tisb distribute U.S • lancl-laaae goode in 

the 14d4le East . 
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Dl.viaion of li>nota17 
!Ita ouch 

<'or )Jr. Crowley' s benefit, l!r. Whl.te sketched denlo~ta in 
Lend-Lease policy to data eo tar a.e concerns the Treasury. He ex­
plained the roaeons tor the original decision tor lend-leaaing eivi.llan 
eooda and he reviel!Od development.. conce rning the l1m1tation placed on 
l)r1tish balances • IJ:r . Cox stat ed that the:ro wae no question that the 
secretacy .,.,uld be held responsible tor Britleh balances . He agreed 
w1 th Ll:r . Crowley that Congress thinks or lend-lease assi stance as an 
""":rgency 1110asure to keep the British in the l'la:r and that the Senators 
have a feeling now that all is not well but they have not yet been able 
to put their lingers on an;ytbing tangible. Both he and J.[;r. Crowley 
think the 'flhole thing m&y explode at an:y _,t and tbat staps sb>uld 
be taken iJD:lediateq to :rectify as """'h of the e1 tuation as possible . 
It 1IU agreed tll&t W. Congressional inta:rost ,... t1:rot aroused b;y u. s . 
purchases of British facilities . l.!:r. Cox stated that ene of the tirst 
tbinga to be done was to get the Britis h to tum over as reciprocal &id 
planta in thie country the const:ructicn of 'Ohi ch the:y financed. l.!:r. 
T.hite e:o:plained that the Treasury boa alwa;ye taken the position that if 
niW cri taria are to be eJDPloyed in dstenlllnin~ Lend-Le&so policr, tbat 
Cqreoo should be so infonaed and given a ohanoo to express its views. 

The Secretary stated that the second sutaestion he has to make i s 
that an invento;r:y should be taken of sup;>lies, psrt icularl:y lend-lease 
supplies, in each country. l!r. cox stated that he and L!r . CUrrie had 
discussed thie matter and had egreed on the need tor such info11Mtion . 
He pointed out that these data are absolutely essential for t he opsm­
tiona of the !lli ted Nations iiolie£ Program. '!be Secreta;r:y stated that 
tho Treasu;r:y intends to make two turthor :roeo.....,dations. Tile t1rst is 
that credit lend-lease to the French be discontinued and that the ? ranch 
be made t o pa:y cash for supplies obtained here . This would strengthen 
our barpining position v1....,-v1s the French and would place the treat­
_,t being accorded tbe French oo a ..,;re oqual basi s With the decisicn 
regarding the British as laid do,., in the lloport to the President of 

Janua;r:y l, l~ ) . 

The last recOID!lendstion to be llloldo by tho Treaau;r:y is that 'llllan 
lend~loa.ee assistance is extended to Italy it be placed on a lira basis . 
Thie would also st,.,gthon our borg&ining position. The Secretory asked 
out of what appropriation .food shipped to Italy ....., being paid. llr. Cox 
:replied out of liar Department appropriations • Tllere ""' some discussion 
or tho e~er>Cy or this poliCY• ll:ro CoX pointed out that there is & 

clear legal authority but be thought that the A'nl/11 should go. to Congress 
and infona Congreae -.bat it iS doing • l'ho:ro ,..., also 8

0l!l
0 dis::;sio~he 

ot the Allied Control J.ll.ssion which ia to liiOVO into the areas or • 
control of tha King and which is something distinct from •AmgDt Rear • 
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lll.viaion of lloneta.,. 
llllaeerch 

In reply to a q>estioo of the Secretary, llr. Cox stated that the 
Jo'roncn have alread7 paid up Ml lllillion for civilian goods sl!ipped to 
Frencn No rth and llest Af'rica. 
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F'ot• the Secretat·yta infonnation, llr. Currie reported on the st.atus 
of the reciprocal aid negotiatiooa. Ke also reviewed develoJIIIante here 
during the Secret-ary ' s absence. l.lr. Currie stated that the instruc­
tions received by o.E.lf. from the State Depar-nt concerning the ,..,._ 
ciprocal aid negotiations were to the etfect that o.B.\'1. should negotiate 
With the Britis h on the details of negotiatioOD but wo re net to touch on 
tho principle Wlderlying the a greement. The ll:rl.tieh originally suggested o.• 
t hat any reciprocal aid of raw uteriala be reciprocal aid in the real 
sense, that requisitions he submitted to the British and that the ll:rl.tish 
take over the procurement of the uterial. o.<. .w. replied that it could 
not accept · this pro;>oaal and that it could go ahead only it an arrange-
~~ent could be worl<ed out involvin& aa little distu.rba.nco as possible with 
t.he established procedures . The British countered With the proposal 
that t l!ia woulo be acceptable it the 1.llite Paper of $epteoher 10 , 19/J. 
on OX!>orta were scrapped . Dea.'l Acheao 1 intervened at tl!is point and 
a.•sured the Bri tisb that the \.bite Paper need not be tied liP with the 
reciprocal aid proposal, that he was sure the iil!ite Paper difficulty 
could be adjusted independently . The Bri t i s h tllGn dropped this request 
as a price for a cceding to o.E,YI. demands on t he method to he used in 
procuring raw materials. o . E, \7, has accorci1Jtgly prepared for submission 
to the ll:rl. tiah in the near fUture a list of contracts Tdrlch might be tskon 
over by tho Br1 tieh and t he condi t iona under " hich they are willing to 
accept raw material as reciprocal aid. In answer to J.1r • • .hi to, Ur. cur nlO' 
stated that he cou.ld not give us an estimate of how much tl!is would 
to . 

Concamin& the British balances and the proposed reduction of lend­
lease, ar. Currie explained that shortlY attar the receipt or the draft 
letter to lir . Crowle)', the question 1188 raised at a meeting at the 
\lbl. to House bet't<een Crowley Bpnes, Hoplc:IJ\s and Stettinius • hich bad 
been called to deal nib <l": stions lilcely to be asked on Len<i- Leue poliC)' 
at a fortbeolld.n& Exe<:utive Comit tee m.eetins an the Kill. It was asreed 
at this meeting that o .E.'If. s hould initiate action to redu~e lend-lease 
of civi.lian goods . This decision wa.s raised after stettin1UB had left 
tho mea tins but it represented a lD'lanimous opinion of the remainder ot 
the group. Dean Acheson t hen intervened and drutted a cable to the 
Sooretary to go to london . o . E. W. protosted and wanted it clearly on 
the reco..:l that o.E.W. bad asked J:or a reduction of lond-lease • 

• 
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ll1 'lieion or llonetary 
1\eeMrcb 

!Jr , Crowley was a ll.ttle uneerl&in as to juat bow tar the 
~roe1dent 'IIOuld go along with ua in the O(lltelllplated revision ot 
Lend-LoAoe poll.cy. '!1le Secretary ll88Urod h1lll that he (the Pre.s1-
dent) would go along 100 percent . 1118 Secrotar;y stated thlt 1.1' the 
Stnto Dep.'lrtment protested and v1ould not go along v.•ith the decision 
to out lend-leas e to keep the British bolanoea down, he would tell 
Hull that he himself would have to go t o Cons rosa and explain the 
llllltt er . Jb', Cox pointed out that in planning our s trategy we should 
be prepared to ~~~eet State Department objection•. Ke indicated that 
the state Department after all hac no bu1c reepc:me1b1ll.ty in th1e 
oatter, that they can take a position and lean it to someone eLse 
to do the explaining. lkl lfr , Crowley'• sugges tion, it """ agreed 
that .llr. Cox, J.!r , Currie and !Jr. f.hl.ta would got together to 1<0rk 
out whet t ile t110 agencies could agree upo.n ancl tl>at Ulen l!r. Crowley 
and the :.ecretary would get together to prepa1 .. t or an interview 
with t he Pres ident . 

T. lf . Kistler 

• 

2 

r 
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H!!Jr: 

Bae1l 
O'Connor: 

HHJr: 

o: 

l!l~Jr : 

o: 

HI'.Jr: 

0 : 

HMJr: 

0 : 

Hl'.Jr: 

O: 

HMJr: 

0 : 

Hl!Jr: 

0 ! 

Hl!Jr: 

Hell.o. 

Hello, Henry. Welcome home. 

Thank you, Doc. 

I ' m on the second day ot an eighteen-day trip on 
infantile paralysis and that'e the only reason 
I ' m calling you trom Ka nsas City, Missouri . 

Yea . 

Some ot my co-workers have been telling me tor the 
last two or three weeks th4t the Government would 
have to have a Fourth War Bond Drive in January. 

'l'ha t' s right. 

And they have poi nted out -- let me t'1nish this 
story and I t hink you'll get a little laugh --
they have pointed out that the Birthday. Cel ebration 
comes from the 14th to the Jlet or January. 

Yeah. 

I told them not to worry about that , that when 
you got back I'd t1x it all up. 

Yeah. 

Ot course, they wer e quite interested to know ho~ 
I'd do that and I asid that I would have the war 
called ott in December. 

Yeah. 

Now, I ' ve t hought that over and I don't think I 
should do t hat because you call ott a big war that 
precipitously and it won't work. 

Yeah. 

So I've called you up to say thBt I think you had 
just better go ahead wi th your war loan in January. 

Well, that's very nice or you. 
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HMJr: 

0 : 

H!lJr: 

o: 

Hl!Jr: 

0 : 

HY.Jr: 

0 : 

Hl!Jr: 
'1, 

0 : 

HMJr : 

0 : 

Hl!Jr: 

0 : 

RMJr: 

0 : 

HMJr: 

0 : 
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And the only thing-- the only observation I'm 
mak i ng ia that it the Government won't be impaired •... 

Uh .... 

.•.. and the loan was inaugurated on the 5th .. .. 

Yeah. 

.... let' a say, instead or t he 15th, that would be 
helpful but I think the Government comes first. 

I'm afraid so . 

Now, that' a all I say to you. 

Well, I thank you tor calling me. 

I have been very much amueed with-- uh -- people 
calling me up and I have said, •re that so? Really?• 

Yeah. 

Now , or course, now you know my attitude tully. 

Yeah. 

And if -- 1t -- 1! it could come on t he 5th or the 
lOth instead or the lSth, let's eay , well that's 
fine but if it can't t think we'd better keeo on 
w1 tb t he war. 

I think ao. 

Yeah. 

Well, cheerio. 

Uh -- did you have a good trip, Henry? 

Very good. 

0 d B boy 'lhanke a lot. oo . ye, . 

.. 

I 

Regraded Unclassified



229 
TREASURY DEPARTMENT 

INTER OFFICE COM MUNICATION 

DATil 

Secretary Morgenthau 

Fred Smith 

November 2, 1943 

You Vlill be interested to note that Packard is still 

u~i~ your Rolls-Royce story, as per the attached. They are 

now about to make a poster for use in the plant . They tell 

ae thal it has helped production i~~ensely . 

, 

.... • 
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Morgenthau Praises Packard Ai •·crnft 
Treo•ury Secretary Re•..,.l• Facts Leadin3 to 
Hollo-Royce Mam~octure in the United Statu 

Drop-I n \~it Surpril;eil AU Employees 

Engine Producliou 
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P n liscs Packard 
Treasury SN•rctory Rm-eols Facts Leadi11g to 
Rolls·Roycc iUamtfacture in tile United State• 

Drop-In Vi.,it Surpri-8C8 AU Ernploy~s 

Ai a·craft E ngine P a·()(luction 

Son ot SDK Wo~~r 
Wounded In South Paclfie 

A!IIOII .. l)tci'IOfW.A aiUIOVJM!IId l!)' 
tM W~or ~r1JI'II'tnt • • wou-.a i" lht blh-t l•-.e1ftot wu J'vt. 

~:;~= J~'c:!t'r:~~ru.:10~ 
workor. 3M,.., .. ,,m for 1•lcturt 
ot tJil• t&lhtr-lirMI41'1ft Ctlm. 
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TREASURY DEPARTMENT 

INTEft O,.FICE COMMU NICATION 

DATa 

Secretary Uorgenthau 

Fred Smith 

No vember 2, 1943 

This is to remind you to see what you can do about 

getting us copies of t he Censor ship reports from the Vlar 

Depart ment . 

, 

" , . ,., r 
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loY .. b.p 2, lNS. 

Dear Ur. Preeldentt 

Aa 70u requeated , I aa enoloalnc IU£Riat ed 

repllea to t he letter• of Senatora Tydlnga &Dd 

Radcllffe and Rlpreaentat lYe D'Aleaandro reco~end­

lng the appolntunt ot llr. Georce llotterb.rt 11 

Col lector of Internal ReYenue at Baltimore. 

S1noerel,r, 

<-...., !f. klllftlttJtaw, 1r. 

Seoret~7 of the Tr"•QPT· 

!'be P1'11l dlat 

!1M lldte llo'lllt 

233 
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M1 clear Senator tr41nc•: 

!bl1 11 to aokaowle4ce reeelpt ot a letter, 
4att4 Ottobtr 28. lii:Jlt4 Jo1Dtl,f 'b7 J OV aacl Senator 

234 

Wellffe, re• ucll q tllt appolat-t ot IP. Georce '"'. 
Boffer\trt u CollHtor of lDttPDal lit.,_ l a 
llalthiON to flll the ftAD07 MUM \7 the relipa­
tloa of ltr. I. iulptoa la&J'II4ar. 

I tlwllt JOil for the reo- aatloa u4 ban u kt4 
tba SHr•tuT of tba ! reuur7 t o -"• the u ul lnn1tl• 

• ptloa a4 report to •· 

Slaoerel,f, 

!be llollon\le tillar4 L ! )"l!lni• 

Ua1 te4 Stat .. Staat• 
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lo'f.U.r a, l&U. 

M( dear Seaator Radellffe1 

Tbh 1e to aelrnowl .. 0e reoelpt of e letter, 
clatecl Oot o'ber 215, llpecl lolntl.r bf {Oil aaa Seaator 
f74lqa, rua n41A& the appoillt.u of llr. Ceorp 
Bofterbert u Colleo{or of Intel'tlal Rnenoe la 
Balt1110re to tlll the noanot oauaecl b7 the ru1f"'• 
t1011 of llr. If. Baaptoa llafli'Uder. · 

I tllaak 7011 for the reeo••Dilat1oa an4 han 
ulr.a the SHNtU'f of the TPM1111'7 to Mire the u~~el 
ln'featl&etloa ana report to ... 

Sluerel.r, 

!M "m ra\le O.Orce L. Wollfte 

taltal State• leMt• 
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t>MJ' To-v: 

!Mnb tor yw.r letter ot Oet ober 17, 111 llhlcb 
you abho .. that the K&J7lan4 CoDC"••lonal 4ele­
catlon Join• with SeDator• Tydtn,. ID4 Ra4ol1tto 1a 
reoM s•4hc .... Georc• Botterbert tor Colloo\or ot 
lntoPD&l R.n~me at B&lU80ro. 

Tho SovotarJ ot the 'lrouiU')' h belA& uko4 \o 
.Uo tb.o Ull&l 1Dnat1gat1oa u4 report to ... 

Slnoortq, 

fte a.ora\le n-u D'Al .. uaro, Jr • 

..... t .. p,.....tath•• 
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MEMORANDUM FOR 

TR£ ifi!IT£ ROUSE 

WASHINGTON 

THE ACTING SECRETARY OF THE TREASURY: 

FOR PREPARATION OF REPLY F'OR 

MY SIGNATURE. 

F. D. R. 

() 

, 
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TO 

rao~ 

TREASURY DEPARTMENT 

IN TI I 0"1CI CO MMUN IC A YIO N 

Secretary Morgenthau 

Randolph Paul 

FOR YOUR INFORJ.!ATIOII 

r 240 0 

OAIE 

NOV- 2 1943 

You may be interested in the action recently taken by 
Foreign Funds Control in connection with what appears to be the 
fraudulent acquisition of substantial Japanese assets by American 
citizens in violation of the freezing regulations , Mrs. Roosevelt, 
Senator Downey, and Congressman Outland are taking an interest in 
this matter and we understand that the developments leading up to 
our action have been closely followed by a steadil, growing number 
of persons in California, The significant facts, as reported to 
us , are as follows : 

H. Y. 1linami and his two sons, Japanese aliens , are the 
owners of valuable lettuce farming and packing facilities situated 
in the Santa Maria Valley in California, On the night of December 
7, 1941, Leo T. UcMahon, attorney for the Minamis , threatening that 
their property would be confiscated by the United States Government 
unless it were •cloaked," prevailed upon the Minamis to transfer 
their assets to .General Farming Company, wluoh was at the time os­
tensibly owned by two American-born Japanese employees of ~ami . 

Subsequently, after H. Y. Uinami, Senior, had been interned 
and his sons moved to a relocation center in Arizona, Ucllahon was 
instrumental in having control over General Farming Company trans­
ferred to himself and his associates . McMahon and his associates 
then proceeded to transfe r nssets of the General Farming Company 
amounting to over $500

1
000 to corporations which they th~mselves 

awned.completely, If the facts reported t? us are ~orr~ct , McMahon 
and h1s associates have used the powers wh1ch they acqu.1red over 
this pro~ert1 entirely to further their own interests and have com­
pletel1 1gnored t he instructions and protestations of the true 
01111ers. 

On October 26, 1943, Foreign Funds Control, in order to pre­
oerve and protect the property of these Japanese nationals , bl ocked 
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the assets of Leo T. l.icl!.ahon and his associates and the companies 
0 .. ned by them. At the time of the blocking we advised the princi­
nals tho.t the Treasury Dep~tment is prepared to revoke its block­
Ing instructions only upon receipt of proof satisfactory to the 
Depru•tment that all the funds of the l'u.namis have been segregated 
uy deposit into appropriate bl ocked accounts and that any other 
:.inami property is fully accounted for and held in a manner satis­
factory to the Treasury Department. 

\'le have also instructed the San Francisco Federal Reserve 
Bank to place supervisors in the business enterprises and to take 
any appropriate s teps necessary for the preservation of the proper­
ty and the efficient operation of the business enterprises . The 
case has been discussed with the Alien Proper ty Custodian, who 
expects to take over the supervision of these business enterprises 
in the very near futuro . The case has also been referred to the 
Attorney General with t he view towards possible criminal prosecu­
tion. 

As we see it, our action in this case is in fulfillment of 
the oblieation of this Government to afford protection to these 
persons who, by reason of governmental action taken in the interests 
of our war effort , are not in a position to protect themselves or "''' '"'"''. 171--
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 2s 

• 

E.Ct"i:.i 
November 2, 1943 

~'U'OO!liDuT TO TH!: SECR •• 'l'ARY: 

There is submitted herewith the weekly 

report of Lend-Lease.purchasea . 

Due to increased shippinr fscilities , 

Russian stocks previously releflsed for 

domestic distributi on are beine diverted back 

to the Russians for shipment . 

·c(!f(L 
Acting Director of Procurement 
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Allocations 

Purchase Authoriza-
tiona (Requisitions} 

Requisitions Cleared 
for Purchase 

Obligations 
(!'urcheses) 

LE!;n- LEASE 
'iREASIJRY DEPAR7JJE!;'I', PROClJREJIEliT DIVISiotl 

STATEl:ZNT OF ALLOCATIOI\S, OBLIGATiot:s (PURChASES) Alil> 
DELI VERIZS TO FOREIGtl GOVE~ll!EllTS AT U. S. PORTS 

AS OF OCTOBER 27, 1943 
(In l'illions of Dollars) 

Administrative 
Total U. K. Russia China ExEenses 

t3967 .3 
3966.?) 

~197? .1 
(19?6.8) 

$155?. ? 
(155?.5) 

~109 .7 
109 0 ?} 

t ll.O 
11.0} 

~3213 .4 fl698 .0 $1310.2 ~43 . 5 
(3171. ?) 1689.0) (1281.5) 43.4) 

$3122.9 
(30?6.6) 

fl649 . 3 
1638. 5) 

$1280.4 
(1243.4) 

$43 .2 
(43.1) 

$3007.9 (1619 .5 $1214.? ~43.1 tl (29?5.6) 1609.4) (1201.2) (43 .1} 8.1) 

Deliveries to Foreign ~1392 . 5 
Governments at U. S. (1363. 5) 

s 965.5 
(950.1) 

$389 .5 
(3?5.9} 

$19.5 
( 19. 5) 

Ports" 

*Deliveries to foreign governments at U. s. Port s do not include the 
tonnage that i s either in storage, "in-transit" storage, or in the 
port area for which actual receipts have not been received f rom the 
foreign governments . 

Miscellaneous & 
Undistributed 

$311.8 
(311.?) 

$161.? 
(157 .8) 

fl50 .0 
151.6) 

fl22 .5 
ll3.8) 

$18 .0 
(18.0)" 

Note : Figures in parentheses are those shown on report of October 20, 1943. 
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EXPLANATION OF DIFFERENCE . 

The reduction in the ~isoellaneous 

Column for Requisitions Cleared for Purchase 

is a result of amendments to contracts • 

• 

244 

. ( - ' 

Regraded Unclassified



2 I~ 

Regraded Unclassified



BRIT ISH AIR C OMMISSI O N 
,,._ MA88ACHUA:TTa AV&HUK 

WA8HINOTON. D. C. 

With the co•plhenta ot Bri t.iah Air Co=.ieoion 

who enclose Stata.ente Nos, 108 and 109 --

Aircraft Despatched -- for weeke ended October 

19th and October 26th reapect 1velT. 

'!'be Honourable Benr)' llorsenthtu, Jr. 
Secretory of the TreaeUJ')' 
YIASIWIGTOI,; D. C, 

No-. .. ber 2, 1943· 
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S'lAWIJ!NT KO I 108 

Aircraft Despatched rroa the United States 
Week Ended October 19th. 1943 

COIISOJ,IPA~D 
catalina 

QIJWL~ 
BaiU!liOre V 
J.!arauder II 
lla riner GR I 

~ 
Ventura GR V 

CRL1!UA!I 
l . .a rtlet 
l!artlet V 
Tarpon 
Tar pon 

CURTIS§ 
K1ttyhawk 
K1ttyhawk 
lUttyhawk 

?AIRCHIJ,p 
Fairchild c-61 

NOOROlOOJ 
Harvard 

pESTINATlON 

U.K. 

W. B. 
!.I .E. 
U.K. 

U.K. 
Ceylon 

U.K. 

U.K. 
Ceylon 
S. Africa 
Ceylon 

Australia 
N.W. Afr ica 
s. Africa 

India 

India 

UO•e=ents D1•is1on 
8rit1ah Air Co.aission 

October 23rd, 1943 

ASSBI.11LY 
POINt 

U.K. 

II.E. 
11. £ , 
U.K. 

U.K. 
Ceylon 

U.K. 

U.K. 
Ceylon 
capetown 
Ceylon 

Sydney 
casablanca 
capetown 

Karachi 

Bombay 

total 

BY BY FLIGHt DELIVERED 
§&!A ill FOR USE I ll C4!IADA 

1 

2 
9 
3 
ll 

8 
40 
10 

12 

8 

4 

18 
4 
7 

2 

1 
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go1 SOLIDA!'l'!!! 
C&Win&I'I 
Libr:r&tor III 
Liberator OJ\ V 
Liberator OJ\ V 
Liberator G1\ V 

,iOP.TH ~2Zl:fllf.N 
t itc<oll n 
IU.tc:hollii 
luot~ 
Harvard• 
liarva.rda 

~ 
Venger.noe 

~C61 

~ 
~., 

SUTJl~llr !10,102 

Aircrd't Deopatot ed traa tl>o United lll.t.t.oa 
"'!k ll!led Qotobot 26, l24l 

U.I. 

U.K. 
IndiA 
U.K. 
In41• 
Dab&JI&a 

u.x. 

U,!. 
U, l, 
u.x. 

-· U. K. 
U. K. 
u.z: . 
8 . Africa 

India 
U.K. 
India 

u.r. 
Awrt.ral.i& 

U.K. 

.lwltral.i& 

.UCi&ra 

'0.~' 

'SS"l'B'T 
ron:r 

u.r.. 

U. K. 
India 
U, K, 
India 
Naaaau 

U. K. 

II.~. 
II.B. 
U.K. 

Nf,s&&u 
u.x. 
U.K. 
AloXIIlldtia 
CapetQwn 

Karachi 
U,K, 
Boabo;r 

U. E. 
liJdno1 

U.K. 

Sydnq 

Alsi•r• 

U.l. 

~ 
6 
6 

I 
27 
2) 
l2 

1.4 
15 

4 

ll 

. 

1 

l 
3 
4 
2 
l 

l 

22 
9 
1 

2 
25 

PI.IGHf D!I.1'IEmD 
rm u;m D! CJJ'W 
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Page~ 

Sto.~ent No, lQ9 

D!§TIN.I.TION 
ASSEI.!BLI 
POI!n' 

Canada 

l:o...,enta D1via1on 
Brit i sh Ur COCDiaaion . 

Canada 

r -
1 

"" ........ 
' I • 

• 

249 

--~ "'" • .1:. 
~- .... ..... : 

Total 205 

BY 
...!!!! 

72 

FLIGI!I' DE:LIVD!D 
FOR t§E IN WAPA 

2 

2 ... • 
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n-. , .. __ '"'' .. ,.., ............ h a 'rt ,_,... ...... 

otllftCq.,_l w' ~ ..... ._, 

-t .... -' .._ Ww I el .. w".., ..._ ttr ~,..__ 
We'rtw• II ............. 5- ._,__.._.,_ 
&Mde' a.Qr ... ,..._ el 4 0 - ... I ' 1 I a 

n1e el .. ,._ ~e' llr talt 11dW MaW • .U • "' 
• no,, .. daccq:.• 

• 
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PLAll' 

NovembEr 2, 1~~3 

~·iONTEVID!::O. 

f\38 , 5Econd 

~O:i SEC!E':'ARY MORO€NT~.AU FOil PR!::SI DEt:T 

.n;At: JOSE .'I:<EZAGA OF URUGUAY . 

QU~TE I havE just bttn lnformtd of thE 

untimEly <I.Eath of Fi nance Jl1n1&ttr Ricardo Coal: 

and wish to E>.:prE sa t o you and t o ~·our otf1c~e.l 

1'run1ly my !Etling of sympathy and condol EncE. 

I aM sEnsiblE of thE lose suffErEd by thE UnitEd 

Statts as t·l£11 as 'oy tht Rtpubl1c or Uruguay. 

Ur~UOTE , 

FD : L: 

S:'l':T'"I!'IUS 
(ActLnv) 

(FL) 
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Vaob1n,ton 

'rho Ambaooador of Tano.,..la 

prooon\o b1o co.plt.oato to 'rho Honorablo 

lltD1'7 IIOrpntbau, Jr., S.oro\..,. ot t ho 

'fr1a11117 ot \be 1JnUod S\atoo, and bao ploao-

uro 1D tranoai\tinc borov1tb oncloood a l etter 

troa \be Tano.,..laa 111D1oter ot \bo !roo.,.,., 

WaobiDston, D.O., IIOYoabor 2, 1943 

D.l. 

llloloouro 

• 
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Caraoa.a , October 22, 1943. 

Excelleno~t 

It 1e a apeol.&.l pl easure for me to acknowledae receipt or ~ur 
oourteoua conwunicat1on of September 21, with which you were so ld.nd 
sa to send me a copy of t he rensed proJect !or t.he !ormation of an 
Intemational Stabilization fund, prepared b~ the technical experts ot 
the United States Tre~ Department, after informal diecueeio!l8 witl1 
experts sent to lfaahington ey other countries, aaona whoa two Venez­
uelans heel the honor to be included, 

With ,-.at interest. I propose to eullait thie proJect for tbe 
etud.Y and coneideration of the techn1cal oraanizatione of the Venez­
uelan Clo'f""""'nt, 11'1 tbout preJudice to the obeenation:J which they 
~ fomulate, I gay antic1pete that the Govemment of Venezuela will 
consider the above-mentioned proJect with the ea.e !ira spirit o! 
cooperation and eolidar1t~ which baa characterised 1t.e attitude in 
the dit!icult circuutances or the present times . 

I t ia with the greatest pleasure that I aclaiDwl ed&e your ex­
preaaione honoring the labors o! the Venezuelan experts eent t o Wash­
ington. I am pleased to r eceive your important otter to keep 1111 
Department informed of what occura in the near future in relati on to 
these intereating questi one of international monetary cooper ati on. 

I toke this opportunit~ to express to your Excellency the 
eentimante or lilY most distinguiehed coneideration and apprecl.&tion, 

Hie Excellency, 
H, llorgenthau, Jr . , 
Secretory or the Trias~ of t.he 

United Stetea of America, 
Washington, D. c, 

JJJP/JlJIP 
No , 000359 0. 
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NOr ro ilE 1\£-TRA!ISIII !'fED 

u.s. SECRtT 

hRI r!Sll SECRlT COPY No. __ +J--=2-'--

OPrEL No. 360 

In~ormUion r~ceiv<>d up to 10 A.M. 2nd tlovombor, 194) 

A convoy of P.ussian UinesPeepera and ~otor Launch•• tro. Iceland 
(C) an·lv od al\fely at KOLA IIILt:l' on )Otb . Ont of H. ll. obipc orbich 1w1 boen 
d&:oagod b7 air attack bas arrivocl safely at Alexandria . ·r..o of !!.II . Destroyers 
.n:l an Italiru: oulr.arine disa.,barkocl ,>er oonnol nnd stores at LZROS on Jlat/lot. 
One of H . ~ . Subnarin•s sank a U-boat 7est of Corsica on J ls t . 

2 . UIL!rARY l t.nlr 8th Amy . llo Chnn8• · 5th Arny. \'le w wc"""""d th . h>i&hto 
abov• OAPlU:ATI ''" "- PllATOLLI. on the upl"'r VOL!URNO \lith fontard •l•nents on. t.~e 
ll~ll r- S!Jl Croo**. ,,,. · 

J , Ai n OPlRATIONS 

Obj9Ctives in tb; l.atLlo Ar ea' Or l " • t.ncke.;. by total or 26:; 
modium nn·. lillht bouboro an · fight~ro . )Oth/ Jlo t . llolHn,;ton& drop "'" J5 ton 
at ili!i\UOI!I Atrf1 ·l• , Jlst . Ue:liu .. :otlb ,r o droppod tot&l of 101, t.on s at 
CIVII.\VECCHIJ. and A!IZIO . "' 

France Jlat f'ortnooo• Cro•>,H<! 103 tono at Atll'H:XIn Viaeuc t . Accurat.e 
Oba~rvaUon wes pravont..d by ol'lOk. buL tbJ Viaduct 1< b->11 v><! 
dawapd . 2 fort.rouea niosinc. 

Albc.nia Jlst. J 2 LighLnines boob.><! •nd aachlno r;unnJd bulldlnes anC: e.ircrtU't 011 

flJWit, Alrfi~lo:! . 

Dod•cantoe lOth . rot.'l or JO '>SCOrt'Jd JO·Ir,Y boobor n Mil• 3 !'Urtl!•r att.t.cks on 
sbt1>pin;; off ct.sr:;;.o!.I7.7.0 , ~EnOl> and PArl!OS w•r " r a1<13d 

by I, and 5 m•rn•r aircran NspocLi vely . 

J l o t 11, JU 87 bombo<l CAS!lLORlZZO nntl '/ J U 88 LEROS . 
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GROOP 

Present : Yr. Bell 
Yr. Gaaton 
llr. Sulli 'fill 
Yr. Paul 
Kr. ThOIIpaon 
Kr. Yihi te 
l!r. Gamble 
Mr. Sllli th . 
Yrl . not& 

NoYeaber 3, 1943 
11:00 a.m. 

KR. THOMPSON: I haTe a deferment oaae here for 
Yr. Onie J. Schmidt. He ia .haiatantJ>ireotor of Foreign 
Funde. I t haa alrea~ been approYed bt the Deferment Com­
mittee aa a ke7 poait1on. 

H.ll.JR: Bow long i .. thh? -
KR. THOIIPSJN: Six aontht. Be h thirtr-one reara 

ol d, aarri ed, and ha1 one ohild. 

B.ll.JR: Yea, 1ir. (Deferaent of OrYil !. Schmidt 
approYed b7 the Seoretarr) 

MR. TBOMP9lf : Yra. Spangler il back and UDlen rou 
particularly want her back on the board, the ia just going 
to do auperTiaorr and olerioal work there. There i 1 a 
little 1111 a train in that than the aotual phone work. 
She will be delighted to oome baok if JOU want her. 

H.M.JR: Let • thin.Jc that onr, will you? 

MR. TB(J(I'SQh She hu been baolc about two "elca. 
She 1a doing nrr llicely. 

B. M.JR: Ia there anything ell•' 
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MR. THCILPS(Jh No, sir, 

H.M.JR: Dan? 

256 

MR. BELL: Speaking of deferments, we are about to 
lose eoae Tery good people in the Chio,o office. They haTe 
been offered commi1aione in the NaT,Y. hey are asking what 
the policy of the Dep~tment i a with reepect to their atatua. 
Now they can go or '11&1. t to be drafted. I don ' t think we 
ought to hold t hem, 

I think we probably ought to reTi ew our policy on the 
marr i ed men because we haTe got a terrible adminiatratiTe 
job in t.hicago. 

H.M. JR: It ia abaolutely m ntra~ to the present 
Department order that they giTe oommieeions. Are they 
atill doing that? 

.IIR. BELL: I t hink they are probably not comissiona. 
What are they - warrant officer•? 

Ml!. TH())(pOON: The NaT,Y it atill giTing ctalliaai ona; 
I t hink the ArDJ baa diaoontinued it. 

MR. PAUL: I don ' t know about t hat , Norman. They 
called up Joe O' Connell the other day. If he hadn ' t had 
a bad phyeioal record on eyea, they no doubt would offer 
hila a oo-.inion in the Arw¥• 

H,.II,JR: You mean they are out •••king people? 

MR. PAUL: At>parently. 
'1111 t he Ant7• not"the NaT,Yo 

I mentioned that beoauae that 

.IIR ~~LLIVAN• I think tbe freeae ie on more completely 
in the Arm, than in the Navy, but when they find a fel l ow 

•with 1peoialiaed t alent, and the7 oan't get any present 
offic er• that oan do that tTP• of work; I think both of 
them are free to oomadaaion . 
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ll. l.l . JR: I would like to know the tirat IUD fl'om the 
Treasury that gets a commiaaion in either the Army or Navy; 
the firat one you know about that happens. 

MR. B~LL: Some of those boya in ~hicago have contaot 
wi th the Naval officers at Great Lakea , and they become 
acquainted with their work and .their adminiatrative ability. 

I think that wu probably the otter of a couple of 
weeka ago, of commiaaiona ae warrant officera, whereby 
a man t10uld get about the aame i.ncoau1 u he h now getting. 

Hut we have got quite a prob!em in the Chicago office, 
handling these Savings Bond recorda. We are going to get 
into a lot of difficulty if we don't keep some of these 
experienced boya. 

H.~ .JR: That thing I juat O.K. 'd ia different fr aa 
my normal policy. 

MR. B~LL : That is a six months'. 

H.ll. JR: Yea, but he ia thirty-one; I haven 1 t done 
that before, have I? 

MR. THO!.&POON : No, that ie rather young. 

H.K. JR: But , of courae, it juat makea me aick to 1111 
atomach. Ythen you go over t here you aee all these young 
fello~r~ , t wenty- one , tnnty-two, tnnty-t~ee, d~ing 
adainletratin desk joba in unifol'll. .t. unlfOI'IIl 1s a cloak 
for what ? I mean, they ruah them out of Washington and 
throw them all into Jlgiera - Allied Headquarter• - hundreda 
of the~~~ . 

lffi. PAUL: The aau prob!em that Dan mentions in that 
Cbioago bond office, I take it. 

llR. BELL: Yea. 

KR. P.t.UL: It is very preaent in aeveral plaoea right 
here in the TreuU1')'. 
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H.M. JR: 1 tell you what you gentlemen do: Get the 
stuff together with Norman Thompson in the next day or two 
and we will convene the little group I meet with on, ' 
deferments . We will h&ve a talk. but give me some 
typioal oaaea - anybody. I am inviting you. 

Wt. GASTON : We have a aituation of a little different 
kind. It is the difficulty of holding our guards on the 
~ipa in New York. We are just havi ng a terrible time 
trying t o keep up t hose guards. 

H. l4 . JR: That muldn 1 t lfOrry me. 

YR. GASTON : It is a pretty military operation. I f 
they don't have those guards, they wil l put twice aa many 
soldiers and aailora on the same guarding duty, which 
they don' t know how t o do, 

H. I4 . JR: There will be aome aore Jobs for some 
soldiers and sailor s . 

WR. PAUL: I am told that this problem can be met 
by some way handi ng them two or three montha, during which 
t ime sufficient new people will arrive at the military age 
to fi l l the quotas. 

KR. THOl!ProN: Posaibly there lU1 be legislation, t oo, 
on t he married men. 

H.M. JR: Get the stuff together and we will have a 
little aeaeion . There i a no uee doing i solated cases. 
I t hink that Norman ought to get the thing kind of 
summarised with me. •e will spend ae much t~e ae 
neoeaaary on it . I will be glad to do it th1a week. 

l(a. B&LL: I think a oouple of theee boys I have i n 
mind are oaaee that have been up before and been turned 
dowo . I t hink, on paper, it ia a little difficult to 
explain their oaaea . · 

But I have been through the ehop out t here and I have 
never aeen auch an t.aenae organisation, and the volume of 
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work that paaeea through these channels. If we don't 
have t he right people, we •ill have a mesa on our hands 
We may, anyhow. ' 

H.M. JR: Well, get the etuff together and let's tU. 
a look at it. 

WR. BEIL: lll right. 

Would you be prepared to meet ~cclea , aay, Kond&T 
afternoon on the Reserve poai t ion? I hope we can get 
it ready by that time. Tbey are having a meeting Friday. 

H.~. JR: Three o'clock, Monday. 

MR. BELL: It i a rather urgent that we do this thing 
quickly. Monday ia about ~he quickest we could get them 
all together. 

I would like to call t he Banking Committee for the 
15th and 16th, if I may. I don ' t think you have to see 
them until the 16th, but I can work with tham on the 15th. 

H. M.JR: What i a that? Ia that Gambl e's crc~d? 

AIRS. KLOTZ : No, no. 

H. l.!. JR: The 15th and 16th h ne.xt week? 

WR. BELL: No, Gamble's crowd ia coming next week, 
the ~th &Dd lOth. 

MRS. KLOTZ: Ia that when it was? No, the 11th and 
12th . (Mrs. Klotz left the conference temporarily. ) 

H.M. JR: I think it is the lOth and 11th. Now, what 
do you want, young f ellow? 

Mfto BELL: The 15th and 16th, ABA Committee. You 
would have to aee t hea sometLae the 16th, and 1 would 
work with thea on the 15th. 
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H.M.JR: ~inat are you working with them about? 

MR. BELL: On the driTe and the basket, aad ao for th -
announce the basket for the next drive around the 20th or 
25th. 

H.M. JR: Ia that so? Well, do you waat it in the 
morning or the afternoon? 

Wh. BELL: Well, you might like to see thea twice. 
I 11'111 aee t hem all day the ISth and you could put do1111, 
eay, el eTen o'clock the 16th; aad if it i s necessary 
to see them the second time, you might want to see them 
a l ittle while in the afternoon . . 

H.M. JR: ABA plus Bell - r ight? 

MR. BELL: Yes. 

H.M.JR: Then put down three o'clock, also? 

~. BELL: Three o'clock could be tentat i Te, in 
case you raise some questi ons at el nen t hat you would 
like to have them reconsider. 

MRS. KLOTZ: You were r ight - the lOth and 11th. 

llR. BELL: That ia all I han. 

B.K. JR: Paul? 

l<R. PAUL: I han nothing. 

H.M. JR: No reperouaaiona from State? 

.MR. PAUL: Not yet. 

H.M . JR 1 'lben they do I would like to talk to thea. 

(Secretary plaoea a call on the lbite House phone) 

Hello. Ia anybodJ there? 
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Good morning. How are you? 

Wonderful, thank you. 

Before I went away, I spoke to the President about 
seeing the ~tate Chairmen of our War Bond Drive. We 

261 

have a State Chairman fo r each &tate on t he War Bond Drive 
you know - in the Third War Loan. He said he would be ' 
glad t o aee t hem. 

Now, they are going t o be in town NoYemher lOth 
and 11th, and it you would take i t up with hia--

Oh, I guess about fifty of thea. I think it would 
be nioe if the Preai dent would aay aomething to them, 
thanking them for llhat they hue done. I wo ul.d be much 
appreciated. 

Yore or le~s the leading oitizena in each State -
~11 volunteers •none of them are paid. They don't have 
to give t hem cocktails. 

Thank you. · 

(End of telephone converaation. ) 

Are you all in the clear? 

IIR. PJ.UL: Yes. i'hat do you mean "all in the clear"Y 

H.U.JR: J.a far as I am concerned, just now. 

liR. PAUL: Yes. i8 coYered this deferment queation. 

H,U, JR: Harry? 

lffi. 1\HITE: That aa t"ter that I called you up about 
yeaterday afternoon - as a reault of t hat i t went through -
Stettiniua over- ruled. I t r elataa to a question of compen­
sation for the deatruotion of minority properties in Tunis, 
and i t went forward to the President with a note saying 
that thia propoaal had Secreta17 )(orgent.hau' • full appron l . 
We are going to have a brief memorandum giYing you an out­
line, ia case it coaea to you. 
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H.M,JR: When you haTe fin1ehed with that, I want 
to aay something elae. 

262 

I read Paul'a memorandum to me. Now, what happened to 
our oablea in connection with that money for the Rumanian 
ranaom money? I think what the State Department doea with 
our cablea and the way they hold them up, ia the moat out­
rageous thing I have eTer eeen. I think it ie absolutely 
a public diagrace. 

MR. PAUL: Of courae, it worka the other way, too, 
Frequently we don't get cablea we ought to get. 

li:R , 11HITE: Periodically. 

H.M. JR: I think it ia a pubiio disgrace, 

YR. WHITE: Hull backa you up eTery time you take it 
up with him. 

H.li ,JR: Every time we go to hie of f i ce it ia all right. 

WBS, KLOTZ: We went to hie office on that t hing, too. 
They couldn 't do anything. I read that memorandWil. 

H.U.JR: It ia a public diagrace. 

liR. PAUL: You underatand it worka the other way -
cablea which come in to ~tate . 

H.K.JR: Yea. Wei l, that waa the one that came back 
f rom Berne, just now. 

WBS. KLOTZ : In and out. 

){R, WlUTE: We don't get oablt1 and material that 
we should, that deal with' monetary and economic.mattera. 
Somebody uau thei r judpent u to what they think they 
ought to let ua have and what they oughtn't, and there 
ia no clear- cut policy. You know what I aight auggeat? 
How about drafting - do you t hink we could get away with thia -
draf ting a note for Hull to go to hia reepeotiTe heade, with 
reapeot to theae aattere - receipt• and cable• - and tell 
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thez on the basis that we know that this carries out hia 
intentions, but somebody down the ! ine i a no~--

H.u.JR : I t hink the thing to do i a what I 
origi nally did ; ask Mr. Hu!l to designate one person to 
!ook aft er ua . He designated Acheson , but that didn 't 
work well . 

~ ~diTE; I don't think it worka well because it 
emanates from so man1 sources down the line that i t re­
qui res an order from Hu!l re!resnlng their memor, aa to 
what ia erpeoted, and is something that we would haYe to 
go on if we had access to the order which they gave them. 

H. 4,JR: I would rather not uae this one of Berne !or 
an exuple . I 'llould rather wait !or another. 

MR. PAIJL: You will get one soon. 

li.~!JR: The next one t hat happena, I will take up. 

MR. WHITE: You remember, before we left there was a 

263 , 

Congres1ional committee either in the process of being ap­
pointed or was appointed to take up with ua and to keep con­
t act 'lli th ua the progres1 being made on post-war monetar7 
problema. I think the tiu baa coze when we ought to ask 
the111. down ba re and tell them what we hue done and what 
we are doing. 

H.M.JR: Can fOU handle it? 
• 

l4R, wniTE : With 7our permission, I oan llandle it. 

l!.K.JR: I wiah you would. 

MR. P!UL: That reminds me o! something. Tnere i s 
a great deal of misunderstanding in Congress about this 
money being issued in Italy and Sioily, and ao forth. 

H.K.JRt Yea, we!l, I am recommending we bring back 
General McSherr,r to explain it . 
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WR. PAULa Well, temporarily - I had a question, for 
inat~nce, from Roy Woodruff the other day showing a oomplete 
ignorance of the basic pointe; for instance, charging 
against the A~ app. opriationa, and ao forth. 

H.M. JR: We went into that thing. 

llR. PAIJL: lila got up a 3hort me11orandum which we cleared 
with the War Department, giving a little expl anation of the 
taing juat for Woodruff. 

H.M. JR: I am recommending they bring back General 
UcSherry to explain t he whole thing. 

WR. PAUL: I t ia very important, bec~uae they juat 
get ott on the wrong U.ck. 

VR. WHITE: They don ' t in the Senate any more, do 
they? A memorandum doesn't do the t r ick; there baa to be 
a committee meeting. 

You might consider doing with t he Houae what you did 
wi th the Senate, because unleaa they have specific ques­
tions, which are UIIU&llf very oontuaed and very strange, 
they are not cleared up by anything you tell t hem unleaa 
directly in reaponae to que3tiona they aak. 

I think it worked out well in the Senate. 

H, lo!. JR: But I am not going to do it. Let the J.rrq 
carry it, it i a t heir burden. 

WR. ~Ti: The ~ will never be able t o do it 
properly. 

H K JR• Well I am going to have a talk with Mr.Stimaon, 
and ao 'f~rth, and tell tha that there are certain things 1 
would like to take Uf after I talk with General l>!Arshall. 
He ia havi ng lunch Wlth ae. I am going to eay, ~ow, look, 
which ahall ;rou take up, and which ahall I take up with 
llr. Stwon?" 
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J.!R, \lil!ITE: I suggeat that when the .ll'IIJ' goes up to 
explain, t hat th!Y have a Treasury peraon along with them, 
I am sure they w1ll ask MoSherry questions he will not be 
able to answer, and, it leaves confus ion in their minds. 

We have a good case; we oan clarify, and we can atop 
the doubt , and we can win this aupport • 
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.I(R, BELL: I t hlo.lc it ia dying down and I wouldn • t 
raiu it unle aa i t ia rai aed. ~" 

Kn. PAUL: They ask 11111 every day. 

H.M. JR: You are wrong. They have many reasons to 
aak questions wnich the Army should explain and hasn' t . 

Why, Dan, the ques t ions are simple questions we have 
asked at Allied Headquarters in Algiers. They didn ' t 
know. 

UR. BELL: I mean .this subject of currency is dyinf 
down, publ i cly, and l t hink i t i s dying down on the Hil • 

MR. PAUL: It doesn't a e~ so to me . 

H.Jt. JR: There are always thioga going on t het should 
be explained. 

J.(R, BI:.LL: They aaked ae when I was up. the:e, . but ~hey 
weren't bi tter as th.ey were at firat. I th1nk 1t 11 dying 
down on the Hill. 

H.ll. JR: I don' t agree with you. 

MR. SULLIVAN: I would l ike a oopy ~f t hat m~morandum, 
Randolph. I think it might be well to o1rcu!ate 1t emong 
the group here . 

H.M.JR: I think McSbercy should come back. H! baa a 
good atory and he can tell it. The story i e good w1th · 
ever,thing except the Brindisi governaent • the King iDd 
B:f!olio. They han given thea four oountiu the re. The 
t g ia the wont .... you ban ner "en. 
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MR. l HITE: Did you aae Hagdolio? 

H.ll.JR: Yea. 

loUt . W!UTE: I think that ia a direct consequence of 
tnia diaoua eion. 

H. ll. JR: About telling the Ki.ng to get out? 
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IIR. \tiiTE: I think your ataff would ba interaeted, 
whenever you get around to telling thea about tbat episode. 

H.ll. JR: You tell thea. I will listen. 

IIR. WHITE: We.J.l, ILacltillan , who ia--

H.M.JR: Do you mind if 1 eat? I got up at six to 
get Bob off. I have bad no breakfaat. 

M.R. WHITB: If it ia rye oriap, it ia all right . 

KaoYlllan is the bead of Civil Affairs in the North 
African aeotor for the tiritiah. 

H.M. JR: Did you 1ee the new job he baa? He is being 
aent to London to be the man to 1i t on thi• new commission 
in Ruaaia. 

11R. WHITE: I didn 1 t aee that. 

H .~.JR: He ia to t a the EDgliab ... ber. 

llR. WHITE: He i e a shrewd, able, and pleaaant chap. 

ILR. B~LL: Ie be the one that wrote the famous ~acMillan 
Report back in ' 34 or '35? 

llR. 'illiTE : Ia be? I don 't know. 

llR. P41JL: Lord llacltlllan? 
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MR. ~HITE : Harold~Millan. He is head of the 
publiehing company. I think he wrote a housing report. 
Ma7b~ 70u a re correct. He is the top m&n for the British 
and 1s the opposite number of Murph7,the American repreanbdive. 

In a number of discussions which the Secretary had 
wi th both of them relating to several matters, including 
the question of Italy, the ~cretary stressed the fact t hat 
people at home didn ' t underatand and weren't favorable 
to t~ K~ng and Bagdo~io regime, and that the7 were inter­
pretLDg 1t, whether r1ghtl7 or wrongly, as a species of 
another Darlan act. 

He spoke at considerable length about them, and-­

H.U.JR: I am always aaying that I am just talkiog for 
~self and nobody else. 

Mn. \.!liTE: He did stress that. He waa talking as a 
friend of both and telling t hem they didn't underetand the 
reaction back home or in England. 

But~Yl!lan aaid he fully appreciated the reaction 
in England wae unfnorab!e, and that they were inclined to 
agree, but didn ' t know what to do. They wanted to wait 
until the7 got into Home and then make SOllie changes. Tbe 
Secretary thought it would be a aietake to wait until the7 
got to Rome. · 

Firetly, it didn' t look as promiaing as it had earlier · 
that the7 would get to Rome quickly, and in tb.e second place, 
it waa deairable to move aa aoon as poseible . And after 
eaoh diaouuion on hil part, they promiaed him - the7 aale d 
him when he was returning eod·l t hink hs said ab~ut t~n daya. 
They aaid that in ten days they could have the a1tuat1on 
changed. That ia what I gathere~ - maybe I w~s wrong on 
that particular point - but I think they promtaed they 
would. 

H.Jl. JlU \fje eaw thea another time and they still kept 
after me aa to what t o do. 
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UR. ~ITE: The Secretary put aome more pressure on 
them after he had talked to a number of people in Italy 
tll&t endornd hia opinion that not only waa the J{ing un­
popular, but he waa much more unpopular with the Italians, 
who have no use whatsoever for the present King and feel 
!esa antagonistic to Bagdo1io, but are not enthusiastic 
about him, either. 

And when he spoke to them again about that, in reaponae 
to their cOIII.ing up and wanting to talk to him, indi't'iduaHy 
and buth to~ether, they aaid they were going to do scamething ,, 
and were go Lng to Br indisi, I think, about five or six 
days ago, it I am not mist&ken. 

, 
We didD ' t hear anythin~ about it until I read in the 

paper yesterday that Bagdo~10 baa told the King ne had better 
get ou t - something t o that effeo t - and t hat they are 
going to broaden the base of the party. 

MR. BEU.: What did he teH him'( 

11R. '.~BITE : Who? We!l , tha t remains to be aeen. 

MR. GASTON : He is being reserved. lie ia Haile Selauie' s 
share in the peace aettlemant. 

H~.JR: Well, MacMillan' s argument is very interest ing, 
tnat they have some form of government to hang onto. They 
must have some legal fo rm of government which they have 
got to work with. That ia their excuse. But be wa.a very, 
very conacioua. of the revolt with ~ngland . 

YR. PALTL: ~ho was thia? 

H.M. JR: WacUillan. 

He was very, very consoious of the coal s!tuati~, 
that the coal miners of ~ngland or Wales weren t partl ­
cularly anxious ,to mine coal to go to Italy and be 
oold t hemae!vea. 
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KR. P!UL: I wonder it he 1e the Lord Kaclfill&D. 
Ia he a laWJer'l 

KR. WHITE: He is a publisher - Maclfi. llan Publishing 
C<Dpan;r. 

H.M.JR: Be hae a very good senee o! huaor and is 
nr;r good looking. Be hu a nice twinkle 1n hh eye 
and 1a ver1 quick on the uptake. • 

KRS. KLOn: I don 't think Bar17 agrees with JOU 
on the looka. 

B.K. JR: I thought he had a ver;r honeat !ace. But 
the;r uked ae - MurpbJ and me - theJ didn't aeea to kno• 
eo I told them. • 

WR, WHITE: !nywaJ, the ling o•ee you no good. 

KR. SULLIVAN: Well , •e carried one State this •eek, 
didn't we? 

H.M.JR: One State? 

KR. WHITE: The King carried one State, 

KR. SULLIVAN: We carried one State. 

KR. G!S'l'(Jj: We lost New York and Nn Jersey and 
PenneJlvania, but carried Brindisi. 

B~.JR: Carried the State o! Sicil;r under Charlie 
Poletti. 

KR. WHITE: Gin th• another aonth and theJ •ill get 
a lot aore Toters. BaTing this conference in !tlantio 
CitTl thia international conference - the;r had eaaetiae 
preT ouslf aaked whether I wouldn't go and advise th .. on 
f inancial aatters. I told th .. I couldn't, and the7 asked 
if we couldn' t lend tham saaebod;r, 10 I said I would lend 
th• Glaeser to work with th•· He hu been working with 
th .. on it, and the7 want him to go to Atlantic Cit7. I 
said it would be all right it I could get ;rour approTal. 
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H.K. JR: Sure. 

MR. WHITE: There are a couple ot aatters that I would 
like to take up with you, it Dan would remain right after 
this meeting. It will only take a couple ot minutes. 

H.K.JR: I haTe to take up something else. I haTe a 
personal matter I want to take up with Smith and Gaston. 

MR. WHITE: It should be handled this aorning. 

H.M.JR: ill right. I will aee 70U it 70U two aen -
is it saaething they can't hear? 

MR. 1ffil'fE: Through no choice of lline, the answer h 

H.K. JR: Will you and Smith go back to your office 
and let Joe O' Connell go with you and tell ;rou what the 
problem ia. It will take a couple ot minutes. B.r the 
time he is through telling you about it--

MR. G!S'l'Ofi: We will came back, 

liRS. KLOTZ: I don ' t want bia to influence th• it you 
want to get an unbiased opinion. That ia the whole idea. 

H.M.JR: 1fh1 would it be bia .. d without you? I don ' t 
want to know. Let nature take ita cour... Then after 
the three of th .. get together--

MR. GASTaf: We will liaten to the prosecuting attorne7 
and then to the defenu. 

MRS. KLOTZ: I would like to hear what he a&T•• 

H.K. JR: All r ight, the meeting will take place here. 

MRS. KLOTZ: I want to be fair . 

H.K.JR: I oan ull apl!:' under atrai~t legallt71 uld 
and Joe 1a leaniJig onr bao rda and doean t think I ano 
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do it that •1• He U'f be right. I juat want t h 
the Public Relatione ' angle. After the blaat r 0 

teair d , 
want to do an)"thing elle. go on t 

What elee? 

KR, WHITE: That ia all. 

B.li. JR: How are ;rou feeling? 

KR. WITE: A little better, 

B.K. JR: Fred'l 

KR. SIUTii: Th.e Karch ot Tille called about an hoiU' age 
They wo¥Id like to haTe fOU go on for three or tour ainutea' 
Thuraday. They auggeated that you talk about t he etrocitiea 
that they gaTe you a liat of in Naplea. 

H.li . JR: Tbe answer ia no. I didn't get the list, 

KR, SKITH: I got the liat. 

B.K. JR: Did ;rou? Oh, :rou are the fellow who got 
the liat, 

KR. !iliTB: I got enr;rthing, 

KRS, KLOTZ: You took a--

MR. SKITII: When 1'h1 ttaker gan you t.hat list in Naplea, 
he alao releaaed a ator:r that he waa doing it and credited 
it to Colonel lhae and it haa bean built up all onr the 
country, They will aak :rou about i t in ;rour preaa conferance, 
It baa been pntt7 badly onraold. It i an' t anywhere near 
aa good aa the adTance publioit7. 

BJI.JR: ~ ahould I do that for Wilille, Life and !!!!? 
I don 't want to do it. 

KR. SIUTB: I dOD It blat rou. It 1a awfully quick, 
tJI.¥ft1

1 
and I think it wi ll Jua pull the plug oa a good 

apttoh :rov will want to aakt aoat pJ.aoe, if :rou do. 
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H.M. JR: ~ Harold Mager. 

KR. SIIITH: If he can take t ime oft fraa running the 
War SaTinga Staff. 

That ia all I haTe. 

B.K. JR: Wondertul. 

John?· 
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KR. SULLIVAN: Hamllton Flab wrote to the local ReTtnue 
Agent i .n Charge, protesting an adjus tment in hia i ncaae 
taxes. That waa the Trujillo aituation . 

B.K.JR: Who wrote it? 

MR. SULLIV.AN : Hamilton Fiah. 

H,K, JR: Where doea he work? 

KR. SULLIVAN: He baa an otrice on the Bill,;;.and he 
sent a COPT• 

KR. PAUL: He works i .n other plaoea t hough ! 

KR, SULLIVAN: He aent a l etter t o TOU and Bob Hannegan. 
I n thla letter he ••T• thla aaaeas=ent i a entirelJ due 
t o poll tical reason a, and he aakea certain charges again at 
••btra of the Sernce. I han talked with Randolph about 
i t, He al ao aaked to be notified of hla rights in the 
aatter. We han ·~•eel that the Ar.nt to whaa the origi-
nal letter waa addreaaed abould wri • h1a and tell h1a 
about a.Ll of hla rigbh, and that the Coalasioner shoul d 
write to him and aak for f aota to support thea• chargee 
ao that we can adTiae them. The question ariaea aa to 
whether or not rou want to acknowledge the receipt of a 
oopT of the let er. 

H,M,JR: What do TOU adviae? 

lilR. SUWVAN: I think fOU aigbt YtrT well wri t e h1a 
and aolmowleclge receipt of the copT and •11JOU underat and 
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that he baa receind lettera frca the j gent in Charge and 
the Ca.mieai oner, and JOU will be gl ad to receiTe oopiee 
of the chargee he 1a aaklng againat m• bera of the &ireau 
which he baa been aeked to eend to the Cammlaeioner. 

H.K.JR: Would JOU prepare auoh • letter? 

KR. SULLIV!N : I will. I think he h t rJing to uke 
a record. 

HJt.JR: Prepare it; and bef ore it caaea to ae, let 
Kr. Geaton look at it. 

KR. SULLIV!N : I will be glad to. 

We han had a l'IIDDing •r w1 th the War Departaent 
and the Alcohol Tax Unit for oYer 1 Jill". I think we are 
win.ning now. Our lnepectora go a round t o look onr an 
officere' olub and theJ are juet not l et in. The War 
Dep1rtaent baa protested that liquor couldn' t be eold 
under An117 regulations i n officer•' clubs and there ne 
no need of it. So we got together a liat of aaae aevantJ­
fiTe officera' cluba where theJ had not onlY been selling 
liquor but taken out a licenaa and ToluntarllJ paid their 
tax11 and preuntad it to t.he War Departaant in a letter 
addreaeed to the Secret ar7 of War on October 15. Yeaterdar 
a orning Col onel Walah and Colonel Berner• caae onr frca 
WcMarner' • office, and thef were Ter7 auoh upaet about the 
whole thing. 
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1'e are working out a procedure now where b7 the War 
Departaant will notif7 enr7 ui"Ti oe o~d that an inapector 
1a to be reaa, to go fraa the UI"Tice ccau.nd into ID1 
inatailation our aan .nta to go intot and we are planning 
to crack down in about three weeka. rt will take about 
two weeke to do the whole job all over the countrr, becauae 
the War Departaent wante i i cleaned up u auch II we do. 

H.K.Ji: Can't officers ' oluba eell liquor? 

KR. SULLIV.&B: llo. It 11 againat the Ua:t regulatlona. 
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IIR. PAUL: II it a_gainat AI'IIJ regulations to han 
11 quor there? 
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IIR. SULLIVAN: No, An ot!ioer can han his o1m bottle 
keft theref and he can haTe a drink hiaaelt or giTe a 
dr nk to h1s friends out of that bottle, But what theJ 
han been doing ia han the 1teward of the club IN¥ for 
all the officer•, and that oon1titute1 the •ale. 

H.V.JR: Wait a llinute. 'lihJ ahould the Treaaur1 
olean up the Anq1 

11 buainen? _ 'fh1 ahouldn 1 t the ID1pector 
General out of General Kar1hall 1 1 office do that? 

MR. SULLIVAN: Because it i1 our buainea1, too. 

· H.M. JR: I beg to differ with TOU. If there is an 
Anq regulation, let the first job be done b;y the Inspector 
General who wor~a out of General Varahall 1 s office. Let 
thea be the unpopular f ellowa. Let them CCIIIe in with their 
sword and pen and then we will check up on the Inspector 
General, but let the fir1t iapaot oaae frCIII the Inspector 
General. 

WR. SULLIVAN: But theT haTe tried it. They haTe sent 
out all kinde of orders which hann 1 t been c c:aplied with. 
That is why KoNarne;y is eo upset about it. 

H.V.JR: I aa nr;y eorr7. I will not go along. 

IIR. SULLIVAN: Well, I think if 70U hear the whole 
1tor1 TOU will, 1ir. 

H.K.JR: No, I 111 not going to clean up the A1'11111 1 
bu1in•••• If the United Statea Ar.J cannot, I aa going 
to ••1 then "I will take it up with General Karahall 
tCIIlorrow.• f ea not going to be the S.O. B. for the Al'lllf 
officers all oYer the United State• becauae I sent aJ · 
men in there. It ia up to the A1'1111 to run the A1'1111• 

KR. SULLIVAN: Exouu aa, 70u are charged with the 
reepon1ibilit7 as Secretar7 of the Trea•urr to do that . 
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B.K. JR: What? 

WR. SULLIVAN: You han to ,.nd your men into an1 plaoe where liquor ia being aold. 

B.V.JR: Han ;you found anJ bootleg atuff? 

A{R. SULLIVAN : No. 

B.K.JR: Then why doea it concern me? 

WR. SULLIVAN: You juat han to collect the tu 011 

theae placu that are selling liquor. 

B.W. JR: Occupational tax? 

WR. SULLIV.W: Certainl;y. 

B.K.JR: The twenty-fiT• dollar ·tax? 

WR. SULLIVAN : CertainlJ. 
.. 

WR. BELL: J.Ity difference between thia group and an7 
other group? You would han to go into the DlC!. 

WR. SULLIVAN: CertainlJ. 

B.W.JR: I don' t agree with J OU, If J OU giTe ae the 
faota, I aa going to tell GenerallU.rehall that I u going 
to g1Te the Ar.a;y the firat chance to clean up ita own aeaa. 

WR. SULLIV.W: Blat we han done that for a Je&r and a 
half. 

B.W. JR: !bt let me take it up di rect w1 th General 
lU.rahall. He will be here tc:aorrow. Gin me the facta. 

WR. SULLIVAN: Here 1a eaaething, Kr. SeoretarJ, 
that baa gone on for a Je&r and a half. Finally the 
Al'llfl baa c111e onr and they want to do exactl;r wba t we 
han been trJinf to do. We ban been trying to help th• 
police a a1tuat on with aen who are experienced in handling 
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that, and we are not •ding in on the J.~. We ue 
now propoaing to do exactl7 what the J.nay ~ta ua to do. 

H.K.JR: But no officer knowa thia and I aa not 
going to be the prise S.O.B. for the Un!ted Statea A~. 

liR, SULLIVAN: That ia exactl7 what I aa tryinf to 
tell 70u. Inatruction1 are goinf out to eYer7 aerY ce 
ca.mand and to eYerJ field inata lation. 

H.Jf.JR: Enr hilar of ~ld Bill Dono•an and the club 
he raided in 81ffalo and what the7 thought? 

KR. SULLIVAN: llo. 

H • .li.JR: I haYe. They nner forgan biJII aa long u 
they llYed. He went into hia own priYate club and raided 
that club. Now, I would haYt eaid to General Kar!hall if 
1 t had been brought to me a year and a halt ago, I u 
going to giYe the !rm¥ the !!rat chance,• I will aay . to 
biJII, "Which do you ~t ae to do?" He will "l• "Let me 
olean it up firat.• 
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KR. l 'l!ITE: Fr aa a legal point of Yi .. , doesn't the 
An17 han caaplete aonreigntf onr the ueaa which it 
ocoupiee'l I aean, JOU couldn t go in and arreat a aoldier 
for breaking the rule, He would be- under !ray jurisdiction 
and court .... rtial. Now, here are eoldhra .Oo are ~··~"'IS . 
a law with regard to liquor. Under whoa• juriadiction ia 

H.K.JR: That nenr bother• 7ou; go ahead. 

KR. WHITE: It doaan't bother ae, but I thougllt I 
would aution it, 

KR. GASTal: We do arrllt eoldiera rep .. tedlJ. The 
1.1'1117 turne th• OYer. 

KR, WHITE : On I.I'!AT grounda'l 
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KR. GAST<If: No, we don't go in on il'llT grounda. 

KR. SUWV.lN : In neey inatanca where we ban collected 
a tax, Kr. Secreta17, t he officer in charge of that club 
hae gone ahead and aaked for a licanae. 

H.M. JR: Now liaten, John, if 70u don't aind, thie ia 
one time I am going to aaaert myself, see. It you will 
give me the facta, I would like to lay them before General 
Maraball tomorrow. 

MR. SULLIV.lN: Sura, I will be nr7 glad to. 

B.li.JR: !low, liaten, enr7 place I want in Cairo 
a plain-clothe .. en al'llT paseed ae. Finall1 I aeked one 
who he 1111 and aade him ahow hia identification. We ubd 
biJa to came do1111 and ban a drink. Wb¥, the place h 
loua7 with Kilita1'7 Intelligence people in plain clothes. 
Tbe7 can do thia thing onrnight it the7 'II&Dt to. I 
oouldn' t go an7 place but what I 1111 followed by llili tar7 
Intelligence in Cairo. Tbe7 were worried with bombing 
and other a tuft. 

MR. WHITE: It apoiled a couple of good timee, too. 

B.ll. JR: The ii'IA7 can do thi 1 thing, and I know bow 
thelt people teal. .lnd God knon, I han bean the chief 
anforc .. ent officerr but all I sa eaJing ia let the irm7 
do it. Then we wilJ. obeck up on what the7 do. 

MR. SUWV.lN: I 'II&Dt 7ou to ban tirml7 in mind 
that what ia being aublitted to 7ou ia the thing that the 
il'llT 7esterda7 aorning aaked ua to do. 

B.Ji. JR: You gin it to ae, will 7ou? 

MR. SULLIV .lN: Sllre • 

B.M.JR: Let ae handle it. Let'a rt a Uttle aore 
aealoua about acae of the !1111 York nip cluba and 
••hington Digbt oluba and acae other places. Sand aaae 
ot our bo71 in there and cheu up • 
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MR. SULLIV.lN : The7 ue going in there all the tiae. 

)(R, PJ.UL: You get JOUr exp&natl paid when JOU alip 
into 1 night club to get eTidence? 

H.M.JR: Oh, all right. lhT are JOU eo &ealous on 
thia thing? Wh7 are JOU ao anxiou1 to go and inapect all 
the officers' ol uba in the United St&te1? 
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MR. SULLIV.lN : We art not going to inapect all the 
o££ioer1' olube in the United Statea. What the~ ' ' 
wants ua to do ia to start in, I&J, two weeki £rca Mond&J 
morning &nd haTe our inspectors &nd in1pectors traa the 
senice ce~aand •llr in to saae cluba in ever7 serrtce 
cc.r.and. J.nd the7 117 th&t if we do that the grapnine 
wil l pick it up &nd thia situation wi ll be cleared up. 
You see whet the7 are up against, The7 had fourteen 
thous&nd regular otticera, and it got blown up to six 
hundred thous&nd officers. Moat of these oluba are being 
operated b7 people who aix aonthe ago were running haber­
dasherJ etores, and the7 don ' t;understand. 

H.K. JR: I want General llareh&ll to tell ae he oan't 
police hi 1 01111 J.I'IIT• 

KR. SULLIV.lN: He will nner in the world tell JOU 
th&t. 

H.K.JR: I ant General JU.r.hall t o aa7 that he cannot 
keep dlacipline and order aaongst the offi oera of the 
United Statea J.I'IIT• I think it h the aoat ridiculous 
think I haTe eTer heard. 

MR. SULLIVJ.N: He 1a wild about it. 

H.M. JR: He should be. I don't know if JOU are 
familiar with how the thing worka. The inspector works 
direotlf out ot General JU.rshall's office. TheJ are a 
picked oorpa ot IR&n. The7 go &DTWhert and do ~bing. 
The7 are the bo71 to do this, not 111. 

lih&n theJ are thl'ou&h, 1t thtJ ant help, that 1a 
aaaethlDg ebe. s.1 Ua£111, I bue' t tranled around 
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with all theae generala for nothing. Th•T aee thia ae a 
bot potato and let the Treaaur1 piok it up. 

KR. SULLIVAN: That ian't their attitude at all. 

H.K.JR: Oh, that ien't what the7 ••1· I have aeen 
th... !nJw&J, a&J I handle it, pleaae? You give •• a 
one-page ••orand~a. 

MR. SUWVAN : I CUI 1 t get it on ODe page. I will 
aake it aa abort aa I CUI. 

Thh Col011el Collno~ in charge o.f the aal e of •r 
bonda in the third Sei'Yice C~and baa fotten out acae 
prett7 good atutt, and he haa a new poe er which he hopea 
to have uaed overaeaai aakinB the bo7a to bUJ bOlide for 
Chrhtua preaente. thougllt that •• along the line of 
what JOU were intereated in. He ia going to have that over 
here toaorrow. If JOU are available, would JOU like to 
ue it? 

H.W.JR: I don't think ao. I have fift7 war poatera 
up there waiting for a e. 

KR. SUU.IVAN: Thia one h for u .. onraeu. 

B.W.JR: Let th• put it with the others. 

MR. SUWV!!I: What he baa h the original. 

B.II.JR: I haven't tiae. 

MR. BELLa Can't it go to the Poater Ca.aittee? 

MR. SULLIV.llll: He haa hi a cnm poater oa.ai tt11, I 
prtllalo 

OnlJ 7011 evidenced an intereat in the aaie of theae 
thing• to •olclleu, and I think thi1 h the aartut fellow 
in tlie OOIID t17. 

H.K.JRr Well; I • policing ar ti.ae, trJing to. 
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KR. SULLIVAN: That h all I han, air. 

MR. ~S'J."(Ji: The State Departaent baa 11nt ua a llat 
of thirtr-ane ditferant lhipaanh, gifh aacle to Kra. 
Roo~tnlt in .luatralla and Bnr Zealauclllbich are arrh'ing. 
Saae of th .. ha~e arri~ecl, aaae of th .. 7et to arriYe in 
thia oouutr7, gitta bf illdi~iduala, aaeociatioua, paintinga, 
booke, tigurea, book o~era, cribbage boarda, and Tarioua 
other thiuga. The State Departaent aeke that we adllit 
th .. tree ot dut7 aa an act of international courtea7. 

The7 117 that Kra. Rooeenlt •• in J.uatralla and New 
Zealand aa a repreaantati~e of the Aaerioan Red Croaa. 
Here ia a propoaed letter to the Statt Departaent atating 
that it gi!ta were aacle bJ a toreigp gonruaent the7 
could caae in dut7-!ree aa an act of international coal'har, 
or it Kra. Roo~tnlt had bean a r~!>rllantatin of the 
United Statu Gonruaant the gitta could oaae in dut,-tr11, 
but t here h no law under which we can aaait thee• gifta 
dutr-tree ainoe ahe waa not a repreaentatiYe of the 
American GoTernaent, and aince none of the gifts concerned 
are fro. a toreigp goTernaant. 

I.~.JR: Let'a aigp it. 

MR. GASTCII: It baa bean prepared tor ~ aigpature, 
but I anted to oheok it with JOU. 

MR. BELL: lh1 isn't ahe a repreaentatiYe of the 
Aaerican Go~eraaant? 

MR. GASTON: She went oTer otticiallJ aa a repreaentatiYt 
of the iaerioan Reel Cro••• 

MR. BELL: Bow oan the Firat LadJ go a117 place other 
than &I a repreatDtati~e? 

liR. GiSTCih It the State Departaent oan aa1ur1 ua 
that lhe wu a repraaentatin ot the Aaerioan Gonruaent 
th17 oan oaae ln dutJ-free. 

B.K.JR: Who doe1 the letter oaae tr~? 
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MR. GASTON: The letter came to the Secretar1 of 
the TrtUUI'J• 

KR. WHITE: The President'• wife has no official 
statue, baa abe? 

KR, BELL: She 11 oalled the l"iret laclf, and I think 
we ahould take notice of it. 

MR. GASTON: •The Acting Seoretarr of State presents 
hie oaapliaente to .the Uonorable, the Secratar1 of the 
Treaaur1, and eo forth. 

MR. PAUL: Ban 1011 oheobd the law on that, juat to 
be aure? 

MR. GASTON: I huu' t peraonall1 checked it, but 
th•T are Terf careful o.er there. Johnaon talked it oTer 
with ••· 'l'htT looked TUT thoroughl1into the law. There 
i1 no queation about the law. 

MR. PAUL: There doean't appear to be. 

MR. GASTCII: The quution of her 1tatua would be the 
onl1 quution. The State Departaent baa to gin ua that. 

B.ll,JR: I would lean that wa1, tnTRT• particularlT 
it the Cc.aonwtalth of Australia ia presenting her with 
taaathing. '!'bat would be ane thing. 

KR. SULLIVAN : Ot oourae, the difficult part of the 
aituation h that abe didn't get the gi!ta btcauee abe 
wae a repruutatin of the Red Crou. She got thou 
lith becauee abe h the wife of the Pruident of the 
United Stat••· I agree with Berbtrt on the latter. 

B.M.JR: In the roaa here we art doingllra. RooatTelt 
a atrTioe bT turning it do.n. 

MR. SUWV.&li: We are handling thia in quite the eaat 
W1 a1 the tax aap1ot of certain parta of thia trip were 
handled • • 
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H.K.JR: Will JOU do acaething for ae, Herbert? Call 
up Kabina Thcapa011 and explain it to her. 

KR. GASTai: Y .. , I will. The onl7 thinfe that 
approaoh a goTernaent gift are a couple of g fte frca 
Honorable .H. V. Abbott, )(iniater of External Affaire, 
but theJ were giTan to her pereonallJ. · 

KRS. KLOTZ: Do JOU thinlt that ought to be in 
writing to Kre. RooeeTelt? 

H.W.JR: He will oall her on the tlleph011e. 

KRS. ILOTZ: There ought to be a record. 

B.K.JR: Kra. llota raieee the queation of whet her 
JOU ahould do it in writing to ~re. RooeeTelt. 

KR. SULLIVAN: I think in the other I gaTe JOU a 
memorandua of., conTereation wi t h Kiae Thompson. 

H.W. JR: What happened to that? 

KRS. noTZ: We han that. 

KR. SUWV.lN: You han it? 

B.K.JR: ~ just a a•orancha of the connraation. 

MR. SUWV.lN: Addaing her we couldn' t do ·that and 
what ahe aaid. 

lOIS. ILO'l'Z: I! after lir. Gaat011 calla on the phone 
and he pn JOU a a.-orucba, • will han a record. 

MR. GASD: r .. , I will talk to )(lu Thcapaon and 
gin JOU a a•orancba. 

B.K.JR: lbat elae'l 

KR. GAS '1'Cft : That 1a all. 
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B.M.JR: ill right. N011 White and Bell han ubd 
to ••• u, ao will· Oaaton and Mr. Saith •it in their 
of fioea a oouple of ainutee, 
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PROt It 

The SilO retary 

llr. Sullivan 

• 
llovmber J, 1943. 

It Me been the p1'8ctice or 1Mpectore of the Alcohol Tax 
11n1t to inapect Otricers • Club!! 1n t "ooe Amy iMt.Allations where the 
Club has applied for a license to oell alcoholic bevereree. A partial 
list of euch inspection shows that seventy-five INCh orj'3Dizat1ona 
paid Floor Stool<s Taxes or over $47,000 in the few mntha following 
'lowoober 1, 1942. I n addH1on to the type or inveetiga tion above 
referred to, there have been t>oo or three caeee in the last :year 
.men Alcohol Tax iMpectora have att""Ptecl t o l:lllke investir,ationa 
and have bet'n forbidden by the Colllll8.ndant. Thill aitu&tion hae been 
t he occaeion ot correopondence between tho l'!er Department and the 
Treasury Department . In every in~~tance pemission to inspect""" 
r,rantfld until June 1943 when pemission to inspect the Officers 1 

Club at Bolling Field was denied. 

In response to a letter addreeoed to the SfJOretary of ~ar 
(.mich enclosed a Uet of the O!fice:rs 1 Clubs and )lessee .mich paid 
Floor Stocko TaxM last year), yPsterday mming Colonel 1!aleh and 
Lieutenant Colonel Sernaye called to discus• this aituaticn with y,.. llennedy, Assistant Deputy Coa:d.osion~,. of the Alcohol 'niX Unit, 
and ~~r~elt. The)" advised us that on Jam&IT 2S , 1943, General 
llarehlll iaeued Circular No . 29 calling attention to the prohibition 
or the sele of any beer, wine, or other liquo,. conte~ alcohol 
content in excess or ).2 1n any Officers• Club or t•ess . They also 
showed us a confidential ......,,..ndua ia1111ed on this """"' subject on 
llarch 12, 1943, by the AdjUtant General. 

Th"7 stated that the ~ty Chief of Start, O<!nerel Lie !Iamey, 
•• ..,_., ...,h dioturt>ecl &bout the a1 tuat1on and they wished to 110rk 
out 10M 87lltell with ua which 'IIO\Ild enable th~ 1napeotors in the 
sne,..l oarvica c,_nds to accompany our own iMJ!flOt or-a in joi .nt 
inY&ot1v.at1ona of Mticel'l! • Clubs and !t!~see•. It ,.., tont.At1 vely 
decided that they ahould c~Ntt ~natructiona to the s•rvice cotman<la 
and to tha CcmMndanta ot llll Al"'I\Y installations and that we would 
work out 1 proclldure !or these inve&tir,&tions. U •a contemplated 
that Vr. kennedy &nd I 'IIOUld Met with Colonel Waleh &nd Lieutenant 
ColoMJ. Rema:ra lll ta!' this week . 
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Colonel l'faleh and Lieut,enant ColoMl 11erna)'11 stressed the 
dM1"" of Oeneral llcNarney to have ue ueiat the Al111;Y in doing this 
"ork. "'hey l'llrthrr requ~stP.d that "e send into,..lly to them mell>:)­
Mir>'IB rcRardinf1 the most naerant canes our inspectors encountered . 
Thia would e~rve as a check upon their own inapoctora . 

They 8Uf1f1eated that if "" were able to inspect a r.., iruotal­
l<>tinns l n Noh or t!1e service cOl'll:\llnde oimul teneouely in company w1 th 
their own inspectors the situation ...,uld be clt!&red up very shortly. 
It ahould be borne in n1nd that vory oocln a Floor ~h Tax of !12.00 
a t allon c&y becooe effective. 

It 1ft the opinion of l'r. JleMed)' am Cl)'llelf that tha type 
of joint inspection prooosed >.y the l.ney wiH not only result in the 
oa)'Wient or subotantial = of taxes ...,... due, but will also 
ncco.plioh the nore important objective of ~nlving the joint nroblea 
of the two Dellertnents . 'l'be type or liquor l!deo diecussed in this 
....,..,ranclwl are prohibited by AtTI1 rerulatinns. Jlevertheless, the 
Internal Revenue Code inposes upon Intemlll RoYenuo o!tices the duty 
of collecting a tax .mere such oalP.e arc rade even thou11h contrery 
to Anrr:r rer.ulatinne . 
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TREASURY DEPARTMENT 

WASHIN GTON 

IC'M!I•IQQI c. 1111!110 OJ 'fll lOin 

OCIDilftll C. ~10. OJ' WC.-DII'IISIIJPIIDI!OUI 

A Me\iac Waa oalle4 a\ 101}0 .t..X., I-ller } 0 19'1}, 1a the 
haah J'iaaoe ao-1\\ea lo• 1a the leaa\e Ott1oa h1141ac• !hero 
wre preHD\1 

haa\oru 
ll7ri 
Oeorp 

~· eo._.. .. -o-... 
~~and ot t.h hlp\1 

IUoUh.\e for llr. I.wt• 

c:-41\7 Oro41\ CorporaUoa1 ............ 
llr. V.4erll111 
llr. 11Ual4a, loli~\cr, 

Jlopart..\ of 
Jcr1c1ll\va. 

the -•s.ac wao ..,_..,. a\ 101" ...... leaator ~· orr1Ye4 at 
101llo 0114 eo..rao- Cauoa a\ 10all5. laaa\or Ooorp 1on ai . 
11110 aa4 eo._..ao- Oauoa a\ 11135• !he 0..1Uao reporter .ua. 
a ••••cri!Ph1c trMacrlp\ of \lle ••'iac• llepcr\ara ware proooa\o 

a-tar llr.& .,.. .. \he aeo\l.ac eat aa14 tlla\ llr. lhlt-, Proa1-
4aa\ of 0 nUtr Ora&i\ Oorporau-. W ,_ requo\e4 \o eppNil' 

\ofore \loa '"-1\\ea ad tlanlall iatoraaUoa 1a rapl7 \o a Un ot 
1aC'dr1a• au.iUa& \a lWo 117 u.. 0..1u ... llr. lahoa aa14 heW 
ao\ - - Ua\ of 1aC'dr1aa h\ 1ladara\oo4 he ••• \o appear 'botora 
\!1. a-u .. \c taaUt7 1a ooaaacUoa w1U. edalalavau.,. •-•oa• 
of c-41\7 OreAl\ OorporaUoa iaano4 1a 1\a .,.\a147 operaUoaa. 

llr. htaca aa4a a pa.rol ata-\ oxplalal.ac \lla\ CCC 
n'bai41aa .,.r• pa14 u.ro...,. c-'. tach \ o nppor\ price a at 
apao1t1o4 1 ... a1a. Ia aa14 tbeae c~\ .... ta or procroa• ware 
"""•nata •-ol -u.a \ofore parUC1llar cropa ••• Ulb\e4 
llllll l.aft1ftt lcaaM for \be a.-•. If a erop 1a aarteto4 a\ 
or \olew u.. q;er\ l.aftl u.. eo-• wUl ao""'" U.o -
..Utr a4ar Ua lea • pvabaM pracra a& la••• w1U \o 
•• • ....... u. ••• auu .. are ...... \17 •• ,.. .. aa14 ••• 
1••- uCIIIft'od •• &a\e 1a u.. .. ~·U•• atac. 19:53 _, \a 
tlll) .uu- 1a aai& ·- laao• .... o1 .. iaCIU'ra& '""- u. 
,..,.., prloe fba& ..aar \loa OOC pracroa 1a ~r \llaa \1M C.A 
Millac•· Ia -u .. .a • ., \oiiU a& ,._ .. aa oropa 1a Ulla 
aa\ep170 .... la\aoa aa14 U..\ COO waa a..,.r\l.ac price• for 
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}5 or -leo 1\oao, IIIIUu 1\oao wore oo\ 01l\ la 4ot&11 la tile fl'oa14a\ •0 
ro.,.., •••01111 \o Co.creoo a4 that tile ooUaato4 101111 oa ...u 
procr- for \lie CIVl'oa\ t1oo&1 7111' or ovroa\ orop 70II' W01l14 \o 
-'"' .350 aUUoao, 

• .... la\101& o&14 tbe ootlao\o4 •laiotntbo· o:~p~uoo of CCC 
oa tbeoo pi'Ofl'- rap troa 1/ .. \o 3~ oa4 .-.oraco tor \be crowp 
abo1lt ~ or f},6oo,ooo for \lie cvroa\ 7111'• lo oa14 Uffii'G\ 
aotboU of l>aa41lac procroao ao-\ for \be 41ttoroacooo la cooo\1, 

.... lahoa tbea 01l\llao4 tile 111111 tor cortala nllo147 --• 
u4 porUcralarl7 -uoao4 \be procroa for l'«Jlac pro41loon ot tl..U 
111U.. I\ ...,_ ... 14 that tile tla14 111111: procroa wu aa4arhba to 
aala\ala proCIUUca wlU.O..t a laor- la tho prlco of a11ll: oa4 at 
thio polat S...\or 1I7ft aake4 wbat lllthOrl\7 CCC lle4 to pq l1llloWoo 
ao\ lllthorlao4 117 Coacn•o. Jlr, lahoa 1&14 \be prloo-npporl \7pl 
of n.llolq wu opoct.1.17 •thorho4 'b7 \be oo-coUo4 ltoacaU _._ 
_, whlu .,.. """\&lao4 la a.cuca lt(ll) of hllllo lo, 11t7, 77th 
Coaczoooo. lo o&14 tho AU .&ct of 19}1 hu oorlala -ucaa 
rolatlac to OOC 1ll04er wbiu looaa oro athor1oo4 to 111 ao4a oa 
aczoicralnr.l --'lUoo. lo 1&14 thio .&ct aloo tlrocto4 loao \o 
111 ,.... oa oorl&la -'!Uoa a4or oor\ala apoclflo4 coa41Uoao. 

S...tor 1I7ft o&14 that \lie price o1lpport nba141oo wro aot 
1ooao oa4 .... hhoa roplio4 \!>at 11lbo141 .. oov.l4 bo p&14 ol\hll' 
thl'oap 1ooao or Uroot p1&1'Chuoo. 

loaa\or 1I7ft acala rotono4 to tile tl..U 111111: ,.,....to aa4 
ooatoa4o4 \!>at tho CCC lle4 ao •thorl\7 to aab ...U pqsoa\1, 
.... hhoa a&14 la o441Uoa to tho -.thorl\7 pr1T1oul7 -uoao4 
be -.....o\oo4 tho a11ll: procroa wao -.thorloo4 u4or tho brool. 
U...tllr ,_.of tile CorporaUca ..,_ tl>a\ tho Coacro•• lle4 
raUfiM ....... ,_ra 1lboa U oa\horloo4 tile oca\laMUoa of CCC 
.. oa acaaq of tile ,., .. '""•" •· •t- uu u w ro .... o\14 
.... •1o14oo loUd\• of tile hpll' ... t of Acrlca.Uaro, \o •-
wp to tile o-1" .. .-A ol!Plala aoro 4ofla1tol7 tile 1acal athii'U7 
a4or wbldo tile l1llla147 oporoUcao wro ooa4ao\14o 

.... htooa U4 rotono4 to tile offorh ...,. \1 p\ .a ~ ,.,_to \o tile pro4uen ,....r tile tla14 111111: ,.._ "11'7 ,.._,,17 attor tho tiro\ •ath of oporaUca, *lob - Oo\1-o 
lo rotono4 to tho fact tho\ -,.,_.to wro _.. oa • ..,.. .... 
1 -' ....... Jl1e tr1o4 to p\ llro 11lh01 to o\a\o for tho r-rt 
la ..._, parUcr&lar II'IU 1\ wu pooa1111o to ....,. pqaoato oo 
In•• 1. •• lahoo a&14 lie 414 ao\ haYI \hlo latoraaU• 
... W1ll4 tva~ ... 1\ to ....... •71• 

loaa\or.,. -'-'17 -'-'"' tbe\ \h.-1 wu ao oat.horl\7 
troa Cloacnoo •thoriolac ,.,_,o \o pro41looro to _, \lwir 
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laONaoot oooh. Jlr, bhoa oaU tU.. Mtllo4o w.ro ..- ...._ ~ 
-•• ,..ro .... to _, laora ... o 1a oeoh, aa followol 

(l) AlloorpUoa of looooo oa oapplho ooU to f-r• 

(i) ,.,.._,, \o procooooro or 4oaloro 

(}) r.,_to \o Fo4-• to ottoo\ laoraaoot oooh, . 

llr. bhoa rotorro4 to \luo proP'• o\ar\e4. 1a D.c.bor, 1~ to 
laoroaao tbe prMilCUoa of cbo4dar oluoo... le oa14 hoaoo of \be 
low C..t. pr1oo oolllac oa \hlo cluoooo a II'Oa\ 4aal of aUk wu 
4bor\e4. \o o\ber 11.ooa. Ia \hlo oaao \be 000 otfore4. to ...., \lui 
cluoo• a\ 27 -h a ~ a4 roooll a\ 2}-l/'4 -h a poa4. 
!ba utfonaoo of }-'J/14 ooah waa ,.U4 to Fo4uoro. !ba aua1 
ooot of \lt.h Prill'• wu oaUaate4. a\ *25 auuoa .. 

Jlr, •••oo• aloo can 41\allo aa to \be - 1a vhla ou..r 
lJPOO of nbolq oporaUoao ,..ro oanlot oa. !baoo 1anln4 \lui 
FOP'• for \be oalo of lt.q \o 4ahT f-r• 1a 4ro'lllll\ oroaa oll4 
\lt.o 4ahT foe4. pro,..- Jlr, bhoa oa14 \lui pupooo of \luooo 
proP'•• waa \o p\ \be 11:1a4 of IP'inl tual Fo4110UOil al04o4 
ao4 \o IDoop proA110Uoa froa colac 4o•• 

loaa\or :171'4 oa14 1t.o ..,.u\oo4 \lt.o\ 1a oaooo Vluoro \luo coo\ 
of F04110Uoa h 1a • ..,. •• of \be OP.t. oolllac \be ceo otopo 1a ""' 
pqo a. nbolq. le oa14 luo \lt.lako \luoro 1o ao\ .., laW &ll\lt.orhbc 
\luooo oporaUoao aa4 aaiDo4 ...... 000 ph 1h 41roo\loa to pq 
••'bo141••· 

llr. b\ooa ol0pl.a1ae4. tlt.a\ 'IIIla occ ••• proa.ouoa 1a .., oroa 
1a ._. 1\ \oDe \lui .. uor .., vltll or.t. t o -

( 1) lllle\ber 000 llllo1ll4 a'boor'b \lui loll, or 

(2) .... \Mr C..t. will •tlt.orllo ao Ollli&M 1a \lui 
prloo ooU~ 

lf \lui CIP.t. IIII.Juh pr1ooo thoro 1o ao ,ron-. lt c..t.· 4ooo ao\ 
•tbor1M a F100 ~-· oa4 U 1o MooooarT to _.oor'b \lui 
loll 'before ceo - ..Ur\oiDo tluo pro,..•, u 1o rotaire4. '117 l• 
\o oUaia -roYal of \be hoo14oa\, '!11.11 .., 'bo ao.-pllobe4 'b;r 
\be •-1p\ of a Urao\ha rna \be Dt.rootor of ..,_1o -..ut­
~aUoa 41rooUac or n\lt.orlllac \lt.o FOil'• to 'bo p\ 1ato otfoo\, 

loaator _.... .,.a nloo4 hlo o'bJooUoa to \be FOP'- for 
,_,be ouotUoo to ottoo\ 1aor ..... ooo\o laoto-' of poralttbc 
oa Saar- 1a ooo\ to ooa-a. llr. b\ooa pola\ot o•\ tluo 
rel.a•l•IUJ ... ,.,.. '•*- la o••• t.o ooa•--• •' '•cr••• 
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l.a ..,.... u4 \llat oao• tollo,..., tu o\Mr l.a ooatl.auu qcle, 
haator lln4. 1>-ar, roihrahl llio arc-\ tl>a\ lt oooh 
l.aiOI'o,... prlooo allooal4 'l>o a4Yaoe4. .. wao por\l..abr~ -
.,.,. ... wl\1> tlla pooWU' attooh of t ho prooeat procroao, 

haa\or -,_ ol>.,na4 tl>a\ tu a.u 'bal.ac l.aovrol \o oarT7 
out tu ouboU, procroa ..,, 'loo pall 10110 tl.aa &4 o:qoroooo4 tho 
Yl.., il>a\ illo .ooa._r wull anor 'loo l.a a 'looUor pool \loa u4 
a'blo to pq \l>aa boo ll aow, 

l•ator Jl7r4 aolta4 nero 000 ph Uo IIO&q tor \l>o looooo *lcll 
lt l.aov... Mr. hhoa nplal.aa4 \llat \loa OorporaUoa -• 'lootoro 
illo .lpproprla\loa Ooooo1Uoo at.cll 7hZ' .... oa \loa 'bull ot oa op­
praloal lT tl>o !ro&OVT Cloacro•• IIPPI'OJ>rla\oo \o .U. ., \loa Oor­
poraUoa '• lof1o1\ troa OpOraUoa. .. aloe oall tba\ OOC .,.ralloao 
aro rn1awol l.a craat t.\aU ....,.,. \loa CorporaUoa o-• 'lootoro 
Oo.crou \o baYo l h Uta az\oa•.... .. aloo aall tl>a\ \loa Oor­
pora\lea lo ro...,1ra4 \a Jutl17 Wore \loa .lippnpl'iaUoa Ooooolt\oo 
Uo IIPPO'aprla\loa tor .U.I.alltraUYo ollpOIIooo. 

llro ••- o\aW tl>at 'looo- of \loa r-.111\T l.a cllapo l.a 
\loa ACI'loul\val plo\va l>a wu 4oa'b\tal *•\!>or CI'A ooul4 IIOb \loa 
aocou&rT ... Juot-h l.a prlcoo l.a Uoa to cot aool ... OD"1oultwral 
proboUoao • oal4 prelloao ariol.ac 1• 4ro11Ctlt aroao, ol>acoo 
l.a oooh, aa4 larp '-4 roqdrol pro.,\ aoUoa. 

haator IJrl •-a4 llro hhoa at 11157 .A.o X. oa4 oaU illo 
Ooooalttoo wu14 •* tor tuillar iatOI'MUoa 'bT loUero 

Mr. lo'bar\ a. lb1al4o, hl1oUor of tu Dtpar\-t of .Acrlftloo 
tve \aoUtlol wi\1> ra.,.o\ h tl>a •\llorl\T ot COO \a pq illo 
ouboli.T oa alllr. .. aall \Ilia procr• wu ~~~PP~rtol oa ,,.. 
cr--'•• -~. 

(1) illo -.nor powaro of \loa OorporaUoa, -' 

(2) tu aatborl\7 coatal.aa4 l.a looUoa 2 of \loa 
... .A.o\ ot 19}}. 

Jlr, lblol4o lioou ..... 'brlaflT \blo ....-ouoa aa4 rotarrel \o \loa 
tao\ tl>at Ootlll'••• l>oA raUtlol illo ol>artor of tbo OoqoraUoa 1>T 
Uo aot 1.a ox\oall.ac Uo lit... • aloe otatol 1.a rep~ \a • ...,..u .. \!>at illo WU' JaM Alaialotntor ooul4 ol>aap tu ol>arter 
~ro ot coo .... tl>at Coacro•• w appro• .. \Ilia ..,\l>orl\7 aloe 
l.aa-at .. tu ol>ar\or Wlllol> bo olalaa Ooacr••• l>ao ra\ltlol -w.• a prnioloa prnUiae \loa -U' 1.a *1* \be Gbar\or ............. 
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laa\or ..,.. otaW \lla\ lae 414 u\ \hiali: Oacn•• l.a\-'M 
to ~h'o .-r \o \be •ao\ ••kr ot ... .._, oorporaUoao \o 
opea4 _.,. ooleJT oa \lla rell.aaoo ot \lae ebanor poworo ot nell 

·oorporaUoao Ml lae \linch\ \lla\ \be olaer\oro ot \be 50 ... 
......... , oorporaUoao aho..U " nne,.., it U 1o h '­
ooa\-'M \lla\ \llooo olaer\oro .... ea noll oo.,oraUoao \o 
opea4 -•7 w1\lloa.\ rocarf, \o \lae will ot Cloapoooo. 

!lao Mo\~ a4J.vaot a\ 12&15 P.M • 

.. 
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D.u Mr. Cllrlatophert 

Your letter of O.tober H •• 'fePJ D.loelJ Uae4 
to -r retura froa Atrlea. I url'ftl bert Baaa.1 nealq at lOtiO, after a •peeq blp fPOII Cairo. 

I returae4 TIPf •ell .. ,ovace4 ll{ whet I aaw 
of the ettlo~•t or.ratloa of ov .&Mr ou ua 111114 
fore11 1ll the lieU errueu thMttr ..a al10 'bJ re-r.rto of tbe tualltJ of our..., Mobia11 ..a •terlal1. 

to putlt, of ooakt uterl&l, the U'11.111 un re-
111 "'" •ell •t .... ~ .,.. !'be wac that til• .,..a fore11 feu, fr. ceaerall ao .. to prhat11lla 
that worbrt ..a --c-t ..a the ••1- peep • 
ceatrallJ MJ c•t Ut -.111 fal11 ul laaprOill lba 
that, aow that •• ue -.klllc propeu, •• eu atforl 
to let loa, Of OODrllt tllih tbe ooatr~PJ h the 
faot, a•J•u kaow. !ht r.rtber •• &l'flnot, the creator 
ov el)l ltv• of •terlalt of wu. 

I feel t.-plla.attl ... cratlfl.a liJ tbe ... JOU 
han .ae of tbt 1torr of tilt Jlollt•leJtt •tor. It 
lt aa Ml'q esuplt ef the thoula.r-to-Uoula.r later• 
utl..U ... ,. .. u .. that h colllc to •la thh ....... 
Cl'fl - & IMaee fer a IM•t peall 1f W Ul DOt 10 
ata,ll a6 • ... 1 t .,. 

that 
,...... a.aern• ~t erellt.-. . .4 I hope/ prllt 1ft. •t , ..... , ... , .. ~. _l~l'fl •lHaiJ •••• will ....... 

ap all to ...,.. better effort. 

llaMrtlJ, 

tiQs ' .. Y ;au::! a. M 
leeret&Pf of tbt treuvJ. 
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TREASURY DEPARTMENT 

INTER OFFICII: COMMU NICATION 

Secretary Morgenthau 

Randolph Paul 

OATa 

November 3, 

You will be interested in the attached l ett wnioh 

has just been received from Stettiniue on the Argentine 

situation . 

.. 

Regraded Unclassified



c 
0 

p 
I 

October 27, 1943 

PBROOIUL .AID C<JfFIDBNTUL 

De&r Kr. Stettinius: 

I &ppreciate your furnishing me 1fi th e. copf 

of the President ' a memo on the Argentine utter. 

Whether the end of thia weak ia a l ittle soon 

to review the subject e.ge.in 1a a point upon which we will 

have to be guided by your judgment and events. Obviously 

we should both follow t his matter in cloae consultation 

and we will, of course, rely on you to keep us fully 

informed on all developments bearing on the subject. 

1. R. Stettiniua, Jr., 
ioting Secretary of State 

Washington, D. C. 

Sincerel1, 

(Signed) Randolph Paul 
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THE miDER SECRET!RY OF STATE 

WASliNG'IW 

November 2, 1943 

Dear Mr. Paul: 

Since receipt of your letter of October 27, our 

two Departments, as you know, have again presented 

the proposed blocking of Argentine funds to the Presi­

dent tor his further opinion . Tbis action was taken 

following receipt of telegram 2530 from Ambassador 

Armour. 

At the present juncture I know of no important 

action requiring your and my attention, but I will 

immediately COIIDllunicate directly with you with respect 

to any aspect of this matter which, in ~ judgment, 

deserves your personal attention. In the meantime I 

bave asked that your department be furnished with the 

data hearing upon this general subject received from 

our QD.baaay in Buenos Aires . 

Yours very sincerely, 

Enclosure: 
Paraphra.se of 
teJ.egram 2530. 

(Signed) E. n. Stettinius, Jr. 

Acting Seorotary. 

Ur. Randolph E. Paul, 
General Counsel. f or the Treasury, 

Treasury Department. 
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O.S. S:X:JW 

BrJtiwH i!Okf Stcjijt 

Bn!lL l!o. )61 

I nro ...... uon recei'r., up t.o 10 .& .II. )r-l Novec.ber, 1943 

On lat oM of R.ll. oubnarin•o eonk a ol'l&l1 troopship and E-boat full 
of troo>e in the Aogean . One of th~ U.S, destroyers 8tlllk a 0-boot North WMt of 
AZORBS on let . 

2 , !ULtrA!\¥ ll!!.( ro noon 2nd, Eighth Arf'l¥, A socon•l bridgehood acroao 
tho river fRIClfiO hoe ~en established North of . 

f.:OfHE.FALCOllE by 8th Indian Division. fOfiLLO reported captured . Strong eneo,y 
opposition has been net by fUth division lleat of IIACCHIAOODENA. 

Fifth Arey. Sllt;ht adYance all along th4 front. U.S. 
troopa no• hold MO!tr:; SAN c-...ocr; ami th~ hi gh ground N6rth and llorth ,.est of TllAIIO 

J , AIR OP.t·r.•·ro,IS •e·tom Pront 2nc! . Fight.ora ~estroyed thre• ono::sy airoratt 
o.nd dar.o&gad 17 1ocDr.X>tives 1n North•rn Frunce . 

:::Scorted lyphoon t()l!lbers damag«i t<·u a..all ahipa o!'t Bllt'.Sr peninsula. One typhoon 
fight•r miaslnk, 

2ncl/)rd. 9 enemy aircraft flew over South 
E:aat Enclend of rhich 2 pcnetrat!>d LONDON Ana. 1 F."'. 19 destnlyM by Lloaquit.o. 

Austria 2nd. Preli~inary ro~t stRtes that 13? U.S. 
~ bor.lbors att.llck'd tho IJosserschmidt aircroft 

factory &t I'I!IIIi:P. NlUSfADr •1.th r,OO<I results. 

Ital.y 1st. 68 IJ!tcheUa sttaol..ocl IUMINI and ANCONA a~ tho 
latter :. 5,000 tan ahip and severa soal.l veauls t oro 

daaa~:ed . 203 Aircraft. at.tack..C c"'""'unicationo in C<lfttral IWy rn 1 en:ey positions 
•n' t.rantport n.-r IS:.fu•IA. 

Buma Jla~. 20 Uitchtlla t ff,ctively a ttackod th• r.U,..y 
-- bridg• at. IIZZACiliESO 11Uta North of I.IAIIDALAY. 

! ,... 
i . I I 0 

<C • 

I i 
... 

~~ !! ~ _ ... 
~ 

~~ 0 ... ~ 
< 

~ !i t; "' 
~ < 

~ 
... 
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IQl ro M McP''P'trm 

U,s, SICIU:f 

Dtlti SH UQSl SCX:RU 
COPt 10._-+i ..:")/;...__ 

Originat.oJo• a COfi!WfiOII. 

OPfEL Ho . 360 

Para. 2 • Ill [.I 'fAR¥ After line ) read 

•Further loft. the enemy .... , Lo bo f'ithdrawing 
behind tho Gf.RIGLIAHO and our forwnr<' olo .. n ts 
have reached the IIOIH~ IIAbSICO • 

.!l!l.ll!l6. In t.he Cliill lULLS the Jap1111eee have """'• a smll 
advance to M.tbin 7 llilu of I'ALA:.t. rb•ir 

et-.gth ill this aree 1o eatiaat.ed at ono Battsllon. 

3, Ail' OPERArlotiS 

nostem Front lat. In th• DOmln flghtlrS shot down 
a JU.52 over U!o CHu.iX>UI G P,mins ula. 

At dusk t'l'o 'mOQ¥ rt\ldara t &rl uoatrt~yod out of >i&ht 
Tlhich cross~c! tho South coRot. 

ll!!l. ~tb/JOth. l"iollin&tona dropp><l 58 tons on tho 
rrilt~c.y centro •t OROSS~ro. 30th. £scorted 

Fortnsaos dropyod 100 tono 11t S4vronn nnd oth<>r 
objectives in that aN~ . LiberAtors dropj)9<1 60 tons 
at CillOA bittinG; tho rail11ay centro, th J AllSALOO Sto;,l 
Work~t nne urahalltnc yards . Obj~ct1vooin the •tc. 

, 

LO • lid • Mil 00 Regraded Unclassified


	00211
	00212
	00213
	00214
	00215
	00216
	00217
	00218
	00219
	00220
	00221
	00222
	00223
	00224
	00225
	00226
	00227
	00228
	00229
	00230
	00231
	00232
	00233
	00234
	00235
	00236
	00237
	00238
	00239
	00240
	00241
	00242
	00243
	00244
	00245
	00246
	00247
	00248
	00249
	00250
	00251
	00252
	00253
	00254
	00255
	00256
	00257
	00258
	00259
	00260
	00261
	00262
	00263
	00264
	00265
	00266
	00267
	00268
	00269
	00270
	00271
	00272
	00273
	00274
	00275
	00276
	00277
	00278
	00279
	00280
	00281
	00282
	00283
	00284
	00285
	00286
	00287
	00288
	00289
	00290
	00291
	00292
	00293
	00294
	00295
	00296
	00297
	00298
	00299
	00300
	00301
	00302
	00303
	00304
	00305
	00306
	00307
	00308
	00309
	00310
	00311
	00312
	00313
	00314
	00315
	00316
	00317
	00318
	00319
	00320
	00321
	00322
	00323
	00324
	00325
	00326
	00327
	00328
	00329
	00330
	00331
	00332
	00333
	00334
	00335
	00336
	00337
	00338
	00339
	00340
	00341
	00342
	00343
	00344
	00345
	00346
	00347
	00348
	00349
	00350
	00351
	00352
	00353
	00354
	00355
	00356
	00357
	00358
	00359
	00360
	00361
	00362
	00363
	00364
	00365
	00366
	00367
	00368
	00369
	00370
	00371
	00372
	00373
	00374
	00375
	00376
	00377
	00378
	00379
	00380
	00381
	00382
	00383
	00384
	00385
	00386
	00387
	00388
	00389
	00390
	00391
	00392
	00393
	00394
	00395
	00396
	00397
	00398
	00399
	00400
	00401
	00402
	00403
	00404
	00405
	00406
	00407
	00408
	00409
	00410
	00411
	00412
	00413
	00414
	00415
	00416
	00417
	00418
	00419
	00420
	00421
	00422
	00423
	00424
	00425
	00426
	00427
	00428
	00429
	00430
	00431
	00432
	00433
	00434
	00435
	00436
	00437
	00438
	00439
	00440
	00441
	00442
	00443
	00444
	00445
	00446
	00447
	00448
	00449
	00450
	00451
	00452
	00453
	00454
	00455
	00456
	00457
	00458
	00459
	00460
	00461
	00462
	00463
	00464
	00465
	00466
	00467
	00468
	00469
	00470
	00471
	00472
	00473
	00474
	00475
	00476
	00477
	00478
	00479
	00480
	00481
	00482
	00483
	00484
	00485
	00486
	00487
	00488
	00489
	00490
	00491
	00492
	00493
	00494
	00495
	00496
	00497
	00498
	00499
	00500
	00501
	00502
	00503
	00504
	00505
	00506
	00507
	00508
	00509
	00510
	00511
	00512
	00513
	00514
	00515
	00516
	00517
	00518
	00519
	00520
	00521
	00522
	00523
	00524
	00525



