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Pruent: Kr. S.ll 
Kr. Guton 
lir. Paul 
lir. &ith 
Kr. Thc:apeon 
ll:r. Sullivan 
Kr. Hau 
Kr. White 
Kr. Blouib 
Kra. nob 

MoYember 6, 1948 
9:30 a.a. 

H.ll.JR: The7 didn't aalt ae 7Uhrda7 at prua about 
the Banco de la ProYinoia or one o! the other onu--the 
national one. 

I(R, PAUL: It'e all right, if the7 didn't aak JOU. 
I juet wanted JOU to be prepared, 

H.ll.JR: I think the thing to do 11 to let Fred tell 
th• that the7 could 117 thelt thing• han been froaen, 
and, after all, the aora we get into the banda of the 
public 011 the Argentinian front, the aore diftloult it 11 
for the State Departaent to rnerae their potition. 

MR. PAUL: Except that that ahould be aore or leaa 
unofficial. 

B.ll.JR: It would be, Be would eilllpl¥ 117 that 
the etor7 whioh wae written of the freeaing of theee 
two banta ia oorreot. 

I(R, PAUL: Aa !:if u 7011. han brought up that 
aubject, I want to Jour attention to another cable 
11hlah baa been receind !rca Amour. 

B.ll. JR: I oan' t hear 7ou. 

MR. PAULa It 11 dated October 80 but we didn't 
get it until 7eaterda7. It reada--it'• quite 
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short: "The Department may desire t o re-exL~ne 
the whole matter and determi ne whether, in view of 
the action already taken, i t would not be advisable 
to adopt a general freezing measure in the manner 
W>ich the Embassy- has recommended, and announce 
that the action taken against the two banks was 
merely a precautionary measure . " 

This i s a cable from Armour to the State 
Department , and Pehle had suggested that we wri te 
a further memorandum to Stettinius , 

H.M. JR: No. Did you get ~ memorandum of ~ 
conversation with Stettinius? 

MR. PAUL : Yes. 

H.ll. JR: Well, he called me last night. 

MR. PAUL : This just came to my desk ls st night, 

H.M.JR: Let me finish what I was saying. 

Stettinius called l ast night and he evidently 
just got ~ letter and would I wai t until llr. Hull 
and the President and I could get together before 
we did any more. I said I would wa it provided 
nothing serious happened in the meant ime, but that 
I thought that the cable that they had sent to 
Mr. Hufl was very unfair to the Treasury, and that 
it I were Ur. !lull l would do just what he did 
in view of that cabl e. He saia the whole thing was 
handled by Acheson. He drafted the cable . He 
said, 'l' 11 have to re-examine. " So I said, "I think 
it was mos t unfair. " I was very much upset about it. 

MR. PAUL: What kind of a delay does that mean, 
do . you know? 

H.M.JR: Not t oo long. I don't know. The memoran­
dum must be in your room by now, 

I asked them to keep me posted by eleven today 
if anything has ~ pened about transfers. 

MR. PAUL: Well , this memorandum deals wi th the thing. 
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H.ll. JR: Have &!11 other tunds mond in the last 
twen~-!our or !ort.y-eight hours? 

IIR. PAUL: November S and 4--what date ia tod'l"? 

H.K. JR: The fifth. 

IIR. PAUL: Nine hundred thousand went out o! the 
.lrgentlne accounts to Portugal, Urugua7, and llexico; 
two hundred thousand dollars were transferred !rom the 
Central Banlc account b,r other Argentine banb; &nd the 
first shipraent of geld, which wasn't pursuant to this, 
left New Orle&ns November 4. 

H.K. JR: Bow, beeides these two banks there is a 
Centre 1 Bank? 

IIR. WHITE: The Bank of Argentina--rea. 

H. ll.JR: That hasn't been !rosen? 

IIR. WHITE: No. 

H.ll. JR: Wbf wasn't that frozen? 

IIR. WHITE: It is a government institution. 

H.ll.JR: Yell, the7 say one of these banks--the 
Nacion, I think the7 told me- -was wholl7 gonri!Dlent. 

)(R , PAUL: The reason we troll those two was because 
they were uking specific lllOnmenta, It was the response 
to information received in advance . 

H.ll.JR: Thea• 110vementa co• out of what bank? 

IIR. PAUL: It is a general movement !or a lot o! 
them, totalling nine hundred thousand--Argentine 
accounts, not banks--various Argentine aooounts. Then 
the .lrgtntine banks, a s dietingulshed from individuala, 
t ransferred about two hundred thousand. 

IIR. WHITE : To !rene the Central Bank would be 
tantuount to taking official action againet the govern­
ment, itself. It would han been i ncluded in a general 
!reeling. 
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H.ll. JR: It aeelllll r i diculous to do these two bank.s 
and sort of stand there in the middle ot the stream 
and not know which direction 7au. are going. 

MR. PAUL: Well, the two banks had given some ex­
cuse tor doing it. 

H.ll.JR: These that fOU have listed, what banks 
ara thq going troa? 

MR. PAUL: I haven't got that before ma, but it looks 
aa it it is probabl7 qui te a uuaber of banks. But 
t .hat is a email amount; that is onl7 two hundred thousand. 

MR. WRIT£: You r1111ember that .A.rgen t i na wanted to 
transfer a cau.ple ot hundred aillion dollars of gold 
a few months ago, probabl7 i n anticipation of these 
difficulties. We said that it would be all right. At 
the same t illle we l!lllde arrangemanta with the State 
Departunt and with other agencies that when it came to 
a question of shipping, we wanted to be consulted, and 
that we would take steps t o make certain that shipping 
would be available onl7 ver., aparsel7 so that the7 
oouldn' t get ver., much out. 

But ao far as the Argentinian is concerned, we tolA 
them the7 could have it IJl1 time the7 wanted it. 'lhe7 
have tried to get some out. 

MR. PAUL: The7 also tri ed to get it out b7 air. 

B.ll.JR: Can I have that cable, the last one from 
AJ"'IIUr? 

MR. PAUL: Yes. (Banda oable to the Secretar.,) 
You can just dieregard the other part. '!here is a 
quotation in the cable, but I attached a memorandum, it 
rau. don't want that. 

H.ll.JR: Fred, 70u can tell the Preas RoODl, it 
the7 aek, that those two banks have been frozen. You 
see? 

KR. SIIITH: It baa been in nearl7 all the papers, 

~· 

6 

Regraded Unclassified



- 5 -

H.ll. JR: I! tbe;y ask, the answer ia ;yea. 

liR. SWITH: !ea. 

liR. PAUL: Thq were wi lling to pq fift;y thousand 
dollars in insurance. 

liR. GASTON : I haven ' t an;ything. 

H.ll. JR: I thought I'd have a .little meeting at 
ten- thirty on law enforcement. I haven' t done that 
in eight ;years . 

lfR. GASTON: There 1a one thing that I can •ntion 
to you, and that is the return of the foraa for the 
1943 income tax return. 

H. IA. JR: Well , :roJLf ellowa handle it. I don't want 
to be bothered. I am~ing to trr--at least I have a 
resolution--to pick ~ work; and I am going to trr not 
to get into too ~ dotaila. So I oughtn't to have 
to do forms . 

lo!R. SUUIVAN: That is r ight. 

H. ll.JR: The three oi' you can do it. (Indicates 
Wr. Gaston, Wr. Sullivan, and llr. Sllith) 

I would love to do bootlefging, so I can find out 
where these good supplies are. 

liR. GASTCii: You are going t o talk about alcohol 
tax, among other t hinga, are you? 

H.ll. JR: Who ia checking up on bootlegging? That 
1a what I want to know. 

liR • . SUUIVAN: I will t ell you. 

liR. GASTON: Well , there is rather an interesting 
situation there. 

H.M.JR: Well , the enfor oe•nt Mn, Klaer lrey, 
the c-iaaioner, SW.lhan, Ga•ton, and Fred l:aith, 
who ia an exper t -

7 
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MR. SULLIVAN: And Stewart Berkshire. 

MR. J:>AUL: I would like whatner information you 
get, because the collllli ttee is aJ.ways asking 1118 about it. 

H.ll.JR: Wlll you inform Paul? 

MR. SJI.J.IV AN : Tee. 

MR. PAUL: I t is an excuse to them not to put the 
tax up. 

MR. GASTON: I can tell you what the situation is. 
It is quite int eresting. 

I haven't anything. 

MR. SULLIV.l.N: How was the General yesterday? 

H.ll.JR: ! a far as that was oonoerned, he didn't 
know anything about it, and I ·gave him your memorandum, 
incidentally--Yr. Sullivan' s memorandum on Enforcement 
of Liquor on !rm;r ReaerYations, ao Wr. Sullivan oan 
give me another 01111. .b far a s that was oonoerned, 
he didn • t seem t o register 11111ch. He may later on. But 
I might say, very muoh in t his room, tllat he was more 
encouraging on the war than any tillle I have 1118t with 
hilll. 

MR. ::iULLIVAN : Good! 

H.ll. JR: en the duration of the war; I mean, 
largely baaed on t he internal situation in Germany. 

MR. GASTON: The Gel'llliUla are permitting quite a 
bit of unfnorable stuff to be printed in their Ge~ 
newapapera, now, whioh is a prett;r good. tip-off. 

H.ll.JR: I aean, the internu aituation was IIOre 
encouraging the any tiae I han heard it. 

JIR. SOIJ.IV!N: lhat do I do about this other thing? 

H.ll. JR: Sit t i ght. 

liR. SULLIVAN: You are going to hear trca hia? 
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B.K.JR: Oh, sure. Be 1a Ter'f efficient. 

I wrote you a me.->randwn on t his thi ng. (Indicating 
J.!r . Sal th) 

KR. SMITH: Yes, I have it. 

H.ll.JR: That was on the aa11111 cylinder . (Hands Evenly 
Star of November 4 , 1943, t o llr. Smith) 

liR. Si!TH: 'lha t ia l'igbt. I am teying to l'ide down 
saaebo~ to check up. 

H.K.JR: \\'hat is the name of the little f ellow with 
the lllllatache ? 

liR. SKITS: Be could do i t, yea, 

H.ll, JR: Radio SCl'ipt7 

IIR. SiiTH: Yes, he stutters. I can 1 t recall his 
name. 

H.W.JR: George, if I have time this morning, whidl 
I may--I 8ll1 making WOl'k for m;rselt this morning-- ! may 
oall on you somet ime &l'cund eleven o'clock to give 11111 
a lecture on excess reael'Tea. 

liR. B.US: Fine. I am glad you &l'e ge tting interested. 

H.IL.JR: So if you have any ch&l'ts or exhibits, 
will you put them up aol'oas the hall? 

liR. llUS: I am fe&l'tul we dCII' t have a large one. 
We will be pl'epared !ol' it. 

H. IL. JR: Harey, anything mol'e on the Italian soldiera 
i.n the u.s.A. 

KR. WHITE: Yea, t he1'8 is rather an aauaing poat­
aoript to the discussion. 

H.ll. JR: I don' t know. I aa going t o have m;r 
ears tested. I think t here ia something the matte!' 
wi t h m;r left eal' l 
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liRS. KLOT'l: . W:qbe there ' a aomething the utter with 
rour lett ear, but there auat be something the aatter with 
Jlline, too ! 

lffi. 'MUTE: lla;ybe it ia 1111 voice. (Laughter) 

MR. SULLIVAN: You asked •• to report back after 
checking the transcript, and I did aa1 our inspectors were 
to accompanJ theira. 

H.li. JR: You did? 

MR. SIJIJ.IVAN: Were to accaap&nJ theirs? 

H.li. JR: It is to be a joint operation. 

WR. SULLIVAN: I didn't uae the word •joint• operation• 
and I didn't atresa that phase. 

H.M. JR: Where do we atand? 

MR. SULLIVAN: I think we are both right. 

H.M • .TR: O.K. I like it that wa;y. 

Now, Harr;y? 

liR. ~HITE: Since tour eara can't be wrong, I'll about. 

A General Ylbite called ae, and aaid--

B.K. JR: That ia what I thought at tirat! (Laughter) 

liR. i11ITE: He aaid that Gtnsralllarahall had got in 
touch with him and aaid that Secretarr Korgenthau had 
bean iD!orsed bT thia General White with rt~pect to Italian 
pri.eonera. He aas11111ed there waa aomething wron~, and 
hunted it down. He thought it probabl¥ waa a ~ata . .lce. 

H.W. JR: &t llarahall had alraad¥ acted? 

liR. WHITE: General llarahall apparent1T thought 
rou were talki.ng about General 'lh1 te in hi a atatt, hi a 
having glnn rou the intor.ation. When I told the 

Regraded Unclassified



- 9-

General what our information had been which we had 
receind from General Hilldring' s office, he said, · 
"Well, ther have it all twisted." He aaid·, •Thq are 
not going to be in the Arrq. Ther are going to continue 
to have the status of war prisoners, and ther are going 
to be paid out of exactly the same fund that war prisoners 
are going to be paid out of. They are going to be 

. broken up into units a.nd used as labor groups. w And 
therefore he said this business about their being in 
the Italian Army and being Aaeric&n-trained is all 
erroneous. 

B.l.I.JR: Whose mistake was 1 t? 

liR. WHITE: I said that was my information, &nd I 
would check up . I checked up &nd I got a melll)randua 
from General White to Hilldring, in which it said that 
t his relates to the status of Italians when the7 cease 
to be prisoners of war. So he w&s all confused. Be 
said that he would check up, too. 

. But it was amusing that the memorandum on which 
aur information was based was his memorandum; so that 
the mistake, if e.ny, was his. 

B.Y.JR: You mea.n that this mamor&ndum existed 
prior to resterdar? 

liR. WlliTE: Yes, t his was the memor&ndum on which 
our diaouaaion had been based, although it nan' t 
wholly clear. It did refer to the status &fter Itali&ns 
ceased to be war prisoners, and the question of their 
being Aaerioe.n- trained &nd all the other trimmings came 
from Colonel Pforzhei.Jier in O.nll'al Billd.ring' s office 
orally. 

B.K.JR: Pforzheimer and Whiteheimer! {Laughter) 
As long as we keep it on the black and white! 

MR. WHITE : Generals are too oo111111on. 

H.M.JR: I think it is ney funn,y, between General 
White and General Pforr;heimer. 

liR. WHITE: It is Colonel, not General. 

Now, that is the stor.r. He is going to clear the 

u j 
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at his end. 

H.M. JR: Who is Colonel P!onhelmerZ 

KR. WHITE: He wu the f ellow who amplified the 
memorandum b;y oral discussion. The next move is this: 
be told ua not to do anything until we heard from him. 

H.ll.JR: Now, after ;rou have gone all through the 
G.nenle and Colonels, what are the;r tr;ring to do with 
the Italian prisoners? Ia it clear in ;rou.r mind, in 
the U. S • .l.? 

KR. IVI:IITE: General White over the phone gan .. a 
different ator;r !rom that G.neral White put in his 
memorand1111. He will han to get together with himself 
and decide what the;r propose to do. In his lUIIIorandua 
be did refer to the status of these Italian prisoners 
after the;r ceased to be prisoners of war. ~ • 

MR. SULLIVAN: I think the feeling is the;r weren' t 
wi lling to fight for t hemselves; the;r wouldn't fight --
for us. I have heard this discussed elsewhere. 

H.M.JR: What I said to General Marshall as emphat­
ioall;r as I could was, "The one thing in the world the 
Italians don't want to do is to fight.• 

J.!RS. KLOTZ : That i a funD;y! 

H.ll.JR: It is the one thing the;r· don't want to do •. 

KR. SW.IVAN: The;r han been able to accomplish 
that prett;r well, too. 

KR. WHITE: You remelllb.r, General Holmes said the 
generala at the front don't want an;r Italian divisions. 
The;r are going to have one as a token division. 

H.M. JR: In this discussion did ;rou t ell him the 
mone;rwould have to come out of tha G.neral Staff? 

MR. WHITE: He said that question did not rise, 
beoauae the;r were going to be paid out of exacU;r the 
same funds out of which prisoners of war were paid, and 
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that the;r were prisoners of war and were going to 
continue to be prisoners of war. He said to sit tight 
until he gets in touch with me. 

H.W.JR: The:r are not prisoners of war. 

KR. WHITE: The Italians? What are the:r? 

H.Y.JR: They are co-belligerents. 

YR. WHITE: I think the;r are pri soners of war. We 
were told onr in Ital;r that the;r would oontinue to be 
prisoners of war. 

H.V.JR: What was the name of the General in England? 

)o(R. WHITE: Betta. Well, he had a different view, 
that is true. He said their ste.tus as undetermined. 
Well, appe.rentlf the next move is theirs. 

H.Y.JR: Just as a se.tisfaotion to me, would :rou 
put a lawyer on to the thing, Paul, please? 

YR. PAUL: The status of Italian prisoners in this 
oountr:r oaptured before the Italie.n armistice? 

H.K. JR: Yes. 

liR • • 'IlliTE: Thq weren't captured; the:r just flocked 
in as guests! 

KR. SUlliVAN: Har17, who has the funds for tha 
p1.1a1nt of prisoners of war? 

. KR. WHITE: I don •t know. I u1111111e it is out of 
the regular A~ appropriation. 

KR. SUlliVAN: The Seoretar;r spoke of the General 
Ste.ff Fund. Isn't it the same plaoe? 

KR. WRITE: There is a Chief ot Staff Fund which 
is to be used for a variet:r of purposes. Whether the 
prisoners of war are being paid out of that fund, I 
don' t know. I noeiTed a letter fr<D lhale;r in which 
he intoras us that the Britiah tre&IU17 would like to 
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see the Chinese stabilization loan and board renewed 
for certain reasons . That ie against our decision 
and if it is all right withJOU we'll draft them a 
letter t elling tbem that it is our opinion that under 
the present circumstances there is nothing to be gained 
bY renewing the stabilization arrangement and that if 
the stabilization board is to be continued, t hat is a 
matter between the British and the Chinese, but the 
American member Will not be on. 

H.V.JR: Barry, would we be in UJ;f more advantarous 
position if •• had a board to help them with inf1at1on? 

MR. 'WIT£: I don't think so, and .ldJ.er ap-ees 
with me. We talked it onr. I t.hink we are 1n a 
poorer position. 

H.V.JR: Then I go along With you. 

llR. WHIT K: And there is oertainzy no advantage 
in renewing the stabilization fund, and I think the 
Chinese would resent our asking them to maintain a 
board wi thout the stabilization arrangement. 

H.M.JR: I go along with you. 

VR. lt'l!ITE: Now, with reapeot to the letter that 
Crowley- -

H.V.JR: I want to talk to you about that alone, 
later. I han changed, because I remembered I said 
that when he got the thing fixed he and I would go to 
see the President together. I thi.Dk it · I wrote a 
letter toda, and presented it to him, he would have a 
perfect r ight to think I had kept faith with him. 

MR. WHITE: Well, also, if you are going to see the 
President with Crolrlq about thh, I'd like to have 
70ur permission to tell Acheson that, because up to 
now he has been in on every step. Up to now we have 
operated as a committee, and he will feel I am double­
croning him by not telling him about an illportant 
step. 

KR. PAUL: The double-crossing is supposed to be 
the other wa, around. 

1 
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H.Y.JR: We!l, let' s wal t now until this committee 
of rou and Cox and Currie get together, and then rou 
three and Growler and I will see each other right , 

MR. WHIT~: Before rou see the President? 

H.l!.JH: Before rou sar aeything to Acheson. 

liR. WRITE: And before rou see the President. 

H.I&.JR: Yes. That was rq second thought , because 
if rou told Acheson now, the Bri tish would know it 
r ight awar. 

liR • • 'Illi TE: The British know al ready. I don' t know 
how much they know specifi ca.Ll7, but rou can judge 
tor rourself. Whaley came to see me reaterda7, and 
he said his goTernment is finding i t embarrassing, 
not knowing exactlr wha t we propose to do with respect 
to dollar balances and Lend-Lease. I asked him, 
~at do ~ou mean, embarrassi ng? What is embarrassing 
about it? He said, ~ell, r ou know t here is a good 
deal of discussion going on, and ther don't know where 
ther' re at . Ther would Ter,y muoh !ike to know. • 
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H.K. JR: Good. 

llR. '1\HITE: I aaid that before an7 definite action 
would be taken the7 would be informed. That ia the 
position we havt taken with th .. rigbt along, definite 
action with respect to cutting down their balances. 

B.K. JR: All ri~t. But let's keep i t within tht 
Treasur, and Crowle7'1 organization until we get together 
ao that nobodf can drive a horae and teD between us. 
Allrl~? ~ 

KR. WHITE: Yea, aa long, as I s&J, JOU don ' t go to 
tht Prtaidtnt. 

B~.JR : I won' t go. I decided I wouldn't. 

KR. iHITE: Chile ia in asking for a stabilisation 
arrangaaent. It hasn't reached the aerioua atage 7et. 
That it all. 

KR. PAUL: You aigbt be interested to know, if JOU 
don • t know alreadf, that wt han a oopf of the Italian 
.armistice here in the Trtaaur{' which we forced out of the 
War Department when the queat on ome up o.f tht validi t7 
after the armiatict of thia currenc7 that ia being isautd. 
We couldn't pan on that. We raiaed the qutation with tbt 
War Department, that beoauat prnioua curranc7 ia being 

iuued under the International Law that the mill tar7 were 
in control . But the ainute the armistice cat we didn ' t 
know who waa in control and couldn't tell until we got the 
armistice, We have it now 10 it will be helpful in connec­
tion with this other question of Italian prisoners . 

KR. GAS'ltfi: It ahowa that Eiunhower 1a in control 
in about 1ixteen different WIJS. 

KR. PAUL: TheT didn't want to give it to ua, but 
wt juat told thaa we couldn 't pa11 on the queation without 
the facta. 

~ that !rgantint ai tuation I han aentiontd a couple 
of tia., - I don't know whether it baa reall7 forced 
ltaelf on 70ur attention - the first inatallaant of thil 
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gold ahip1ent lett New Orleana JeehrdaJ bJ boat~ The 
Argentines tried for a long tiae to get that aent down 
by plane. 

H.K.JR: You told me yourself. 

MR. PAUL: Tbe7 were so anxious to do it the7 were 
read7 to pa7 fifty thousand dollare per million dollars 
insurance, which shows their desire. 

H.K. JR: You told ae. 

MR. PAUL: I waan 't sure. I ju.t aantioned it nrr 
auch in paesing before. 

The other thing I wanted to tell JOU--

(The Secretary held a telephone conTersation with 
Kr. Vinson, as follows:) 
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HMJr: 

Fred 
Vinson: 

HMJt•: 

V: 

Hl-!Jr: 

V: 

HMJr: 

'--.:.. 
V: 

HMJr: 

V: 

HMJr: 

V: 

Hl'.Jr: 

V: 

November 5, 19~3 
9:5S a . m. 

I read par t of your speech before the Bankers. 
I want to cor~ratulate you. 

Well , thank you. It was a damn good speech, 
Henry. · 

What? 

I t was a damn good speeoh. 

(Laughs) '!'hat' a what I think. You take the words 
out of my mouth. Hello. 

Yes. 

Fred, I was going to try to get you and Jimmy 
Byrnes tor lunch Monday and sort ot talk over 
what I might say ~nen I appear before the 
Senate. 

I see. 

Are you free? 

I think I am, Henry. Let ' s see-- that' s the 
Sth, isn't it? Yes, sir, I ' m free. 

Well, I haven't been able to get bold of Jimmy. 
He isn' t i n yet but would you put it down and it 
he ' s tree, the three ot ua and Paul Qight have 
lunch and •... 

Yes. Yes, I 111 mark it down, Henry. 

Right. 

All r 1gh t. '!'hank you. 
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H.K. JR: He aaid, fee, that 1t wu a dUIIIed good 
speech. . 

KR. PAUL: It was. It caae to us about six-thirt7. 

H.K. JR: lsbat tble did he gin it? 

KR, PAUL: Eight-thi rt;y. I t waa a good speech. We 
aade a few auggestfona. 

H.K. JR: Did the7 accept th .. ? 

KR. PAUL: I don ' t know; we gan th• to OWI . 

. H.K.JR: &t I wanted to aa;y aaaething i.JI preaa 
conference about being political, J OU know. 

KR. PAUL: He did it all right. 

H.M.JR: He did it ten timea stronger. 

KR. GASTON: Did JOU notice how Time backtracked on 
the tax t hing? They now ea;y that Congress 1a treating 
this as a political utter, and the only thing of which 
the;y accuse the Treasury is bungling in i te presentation. 

KRS. KLOTZ: Kr. Paul u.id he wouldn't be her e Konda;y, 

KR. PAUL: I ban a da te in Col~abus, which wae can­
celled before; the preTioua date being October 4 when we 
appeared before the camaittee. 

H.K. JR: Excuse ae. 

(The Secretar7 lett the conference.) 

KR. PAUL: I think it would be intereeting for JOU 
to take a l ook at Vinson'a apeech. 

KR. GASTON: Be waa prett7 late in letting us see it. 

KR. PAOLI O'ii got 1 t to ua, and we did the beat we 
could with it, 
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WR. GASTON: Prichard didn ' t bring it onr? 

WR. PAUL: Prichar d called ae, but the official 
thing ca~~~e f r<11 C1NT . and the7 read it onr the phon•. 
TheT didn 't han a copT, and af aecretarr had to work 
about an hou.r and a halt to get it. 

WR. GASTON: Prichard should ban brought a copT 
over to ua. 

WR. PAUL: They don ' t do t hinga that •7• 

WR. GASTON: I thought he volunteered ha would do that. 

(The Saoratarr reant ared the conference. ) 

B.ll.JR: Will rou be here Tuuda7'l 

WR. PAOLI Yu. 

B.K. JR: I will t r y to make it Tueeda7. 

KR. SULLIVAN : Incidentallr, llr. Secretarr, we are 
about to enter into traatr negotiati one wi th Canada on 
death taxea. Tbe7 atart the 15t h of Nov•ber. Eldon Ilng 
will be deaignated. Kr. Blough was before. I would like 
to ban lli deaignated this tfme. 'ihether or not he can 
be t here will depend on what happens on the Hill and the 
time of those hearinge. But if he is designated, he will 
be able to get in on at least a part of it. 

H.M. JR: Who? 

WR. SULLIVAN: Ro7. 

H.ll. JR: You work it out betwean Paul, Ro7, and 
r ouraalt. · 

WR. PAUL: I would like to auggeat r our going to aae 
Vlnaon and han a talk with hia. Ctrtai nlT I thillk Vinaon, 
while ;rou wen aftT and all through, baa c<11pletal7 backed 
up the Treaaur;r. Ha haa dona a prett7 good Job on it. 
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H.M.JR: He .certainly was good l ast nignt . 

MR. PAUL: I would like to send the end of his speech 
in to you. 

H .~ . JR: I want Fred to have the whole speech. 

WR. SMITH: I will get it. 

MR. GASTON: Prichard came over to talk about it, 
gave me the general outline of what he waa going to say, 
and asked if we had any objection to making the speech. 
Randolph and I told him that we had no objections; we 
thougnt i t was a good idea for him to make the speech. 
So he consulted us before he decided to aake the speech . 

H,Jl , JR: Well, llhen I han th• the 9th, I would like 
both s.ith and Gaaton to be present, and Paul. 

MR. PAUL: You mean when you han th• tor lunch? 

H.ll.JR: Yea. 

WR. PAUL: That ts all. 

21 

MR. 'll!()O>SOH: I don't know whether you have bean 
told ot the action of the Appropriations Committee on our 
defi cit estimates. On the Expense of Loans they cut two 
million. You mi~t be interested to hear what they had to 
say. "The Camml{tee desir es to reiterate a previous admonition 
to the Treasury Depar tment that greater care and econ~ 
should be exercised in the quantities of printed and other 
adver t iaing aaterial being utilized and in the distribution 
of it to the field agencies. There is no desire to hamper 
the onerous resronsibilities of the Department in the 
herculean taak t hu of raising this huge aum of acney 
by the aale of bonds ••• • The Caaaittee feels, however, 
that close application and watchfulneaa will enable the 
Depertaant to •ave two aillion doUara and •till uintain 
all eaaantial ae"ic" througnout all the act hi tie a of 
the Public Debt operations. • 
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We cen' t JU.ke lllf suing on the Public Debt operation. I t 
prob&blf will all han to ccae out ot Ted Gelable' a 
branohea. Tad ia ••If• 

H.K. JR: When did that CCIII in'l 

KR. TH(I(PSCfi: This was ;yeeterda;y. 

H.K. JR: Are ;you and Ted worried about it? 

KR. 'ru()[PSOO : I don ' t think it h serious; because 
if we need more mone;r we will go up in the spring. 

H.K.JR: I am not goi.ng to worr;r about it. When 
it gets to the point where ;you t allows can't do it, coaa 
and see me. 

KR. TI:ICIU'SON: The;y cut one million dollars out 
ot a hundred million on Interne! Revenue . 

I have reports from the various bureaus and divisions 
on deferment matters. The;r are all ver;r general. There 
ia nothi.ng urgent toda;y. I don't know whether ;you want to 
have a meeting or wait until Dan gets back. 

H.M.JR: What do -.e have on the calendar? 

KRS. IO.OTZ: You onl;y han 0111 appointaent in the 
aorning at eleven. 

H.K.JR: I will give ;you ten o'clock tor aeteraenta, 
tan o' cl ock Konda;y. 

Who ia 011 that cc.mi ttea'l 

KR. TH(I(PSCfi : Kr. Ge.aton ie chail'llan, and Ted Wilson 
and I are the other maabera. 

H.K. JR: And I onl;y learned ;reatarda;r that Kra. Do;yla-­

KR. THCJIPSOO : She cue in while ;you were •-f· 
H.K. JR: Where ia aha located. 
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IIR. TBOOSON: On the first floor. 

H.ll. JR: I want to aee llra. Do7la. 

KR. mCJU'SON: She ie getting acquainted and raadiJig 
mostlT. I think she will be very helpful aa an aployaa 
counaelor. That ie the main thing aha ie working on right 
now. 

' H.K.JR: I want to have a talk with her and tall her 
why I wanted her in the Department. 

KR. WHITE: Before we adjourn I would like to reopen 
one question that we discuasea 1•aterda7 about thia uaing 
of the i l lltd lfillt&rJ CurrencJ. I went back and looked 
at our recorda, and JOUr decision placea ua in a ali~tlT 
s barrauing poaltion because we el~ad;J. had agreed that 
it would be all riv.ht. We would accept"the uae of thoet 
local currencies wfth this important provieion which tha7 
have not acce~ted yet, namel7, that it would be turned 
over to ue unoer the •~e condition• aa the Allied Kilitar7 
Currenc7 will. 1hey are not ready to turn it over under 
the same conditiona ao we have an out. But in the event 
the7 agree the7 will be ready, then we could find excuaaa 
for goi.ng back, bacauu there are new factors in the 
aitua tion. -

H.ll. JR: I thought that over duri ng the night, and 
I like the -suggestion that I made. 

KR. ~~ITE: We can find justification for it. Thia 
h the justification, if I ma7 express it and aee if it 
ae .. a cogent to JOu . 

HJl.JR: It doea. It •• ao aall. liT gawd, to 
have a separate conterance on ever7 one of those separate 
countries - {ou spread out over Holland and Belgi~a and 
theaa countr ••· I aean, the ai&t of the armiea, and 
anr7thing ella. 

KR. 11HITE: Tb.ia h the arpant then we would like 
to uaa which will aupport thia poai tion, that they han 

23 

Regraded Unclassified



- 21 -

not agreed to reco~ise an7 French Ooveruaent. Therefore, 
there ia no author1 t7 to iuue French currenc7. The aount 
of French currency available to us is inadequate. Since 
we are going to use Allied Military Currenc7 in France, 
we don ' t want to mix the thing u~ by using other currenoiea 
in other countries. 

H.M. JR: I would ea7 that geta 7ou out of 7our • bar­
raa .. ent very nicel7. 

MR. WliiTE: Now we will expect trouble on that, but 
I talce it 7ou are willing to baclc ua up. 

H.M. JR: Well, it ia ~ suggestion. 

MR. Vtl!ITE: The Britieh Goveruent, the il'aT, the 
State Departaent, and the Caabinad Chief• of Staff are 
against us, but that shouldn' t bother ua. 

MR. GASTON : Bow about the Ruseiana? 

MR. WHITE: We haven' t aalced thalli.. 

H.V.JR: That would malca it a nice tight. 

MR. WHITE: That willulce it about even. 

B.M.JR: ill right, I want to atop now. 

Do 70u have anything, Barry, at ten o'clock? 

MR. YiH.ITE: No, not until eleven. 

B.W.JR: Than if you and Fred Slllith will wait outeide, 
I aant to see Mr~ . Edward C. Carter, head of the Ruaeian 
Relief, whaa we met in Cairo. 
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Secretary Morgen\bau 

Etendolpb Paul 

NOV 4 1943 

At ~~bed 11 \be latta\ cable fro' Araour, dated 
t ot ober }0, 1943, vhtob deale prtnclpally vt\h the apeclal 
blocki ng of the B&noo rte l a Pro•lncla And \be Banco de la 
Nacl on. The fo llowing aen\ence froa 4rsour1 a cabl n ta 
particul arly tntereaUng: •• 

"fba Depar\aent cay dealra t o reezaa tne the 
whol e aat ter t o deter aine whether, i n •lev of the 
ac\lon alreldJ \&ken, lt would not be adYlaable 
t o adopt the general frttliftP aeaaura in the a&D­
ner which \he EabaaaJ baa recoaaended, and announca 
that the action t aktn. &galnat tht t vo banka vaa 
aerelJ a pr ecautionary aeaeure.• 

Attached l u· a proooaed ••~orandua to Stet t lntua fol­
Lowi ng uo on your aeaorandua of NoYesbt r 2. 

J liPehle: 111g t ll /4/lf5 
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JUDD : 

J OY. 3 RIOD. 

PARAPHRASE or TELIORAM RECEIVED 

Aaerioan labaeey BueDoa Airee 
Seoretarr_of St ale, l aehington 
October SO, 1943 
2581 

SICRI! 
fhie aorning I rectiYed a telephone ca l l froa the 

Minieter of Finance who etated that the l arge atteapted 
dollar tranefere aade t o Oentral Bank by ProYincia 8D4 
l acion were rel ated t o exchange operation• exclueiYely, 
and that he could aeeure ue t~at t heee tranefere could 
not conceiYably be ooneidered ae iniaical to United 
Statee intereete . Since the Oentral Bank wae taking up 
epot and future exohange t o whioh it had a legal ·rightl 
ae the Departaent wae prniouel{ &dYhed1 the lab&IIJ 1 
prepared t o oonflra in general heee etauaenh. 

27 

fht DreedntT Bank oaae referred t o in t he Eabaeey'e 
h learea of October 29 ~. 1~31 no. 2572 haa been lnnaUgahd 
by t~e labaiiJ and it 1inde ~hat the ProYinoe of Buenoe 
Alree hae apparently not •••n ~aid the fund• to Proyincia, 
the l atter recelYing froa the Central Bank inetruoUone 
to follow the procedure outlined in the d eepatoh of July 17, 
1943, no. 11,027. Ooneequently t he only real hope of the 
J:abauy t o eetablleh a 0a11 hae been diu i pated to a large 
degree. 

(•) intercept aaterial indioatinf operation• with 
l urope by theee two banke, but it aua be borne ia aiad 
that the pqeitioa taken by the Oentral Bank haa alwfJI 
been that lt approYed auch operation• and fu l l etatiatloal 
lnforaatlon concerning the tranetera haa been giYen to the 
l abaeey f!:. the Oeatrfl Bank. Alao the queetion ot loane 

to Prool ed Lilt f rae ia on a weak baeil ae theee two 
natitut one were aerely following Qoyernaental policy. If 

theee two baaka were not GoYernaental inatitutione the 
Treaeari'• ca11 would be etrong but, ae ie often pqinted 
oat, a ca1e ,aiaet the Qonruent of ArfenUna and not 
the banta ia he only caee wbioh would 1 and up, nationally 
aad internatiQnally. Since the i natltutiona tr• highly 
regarded la all Argentine oirolea taking act oa agi.inat 
t heae inetitutiona can eaeily be interpreted by eYen ouz 
friend• here • • directed both aaainet the Qoyernaent and 
the people of ArgiDtina. MoreoYer, ahould the Qoyernaent 
be dlepoeed t o aite reprieale, theee would aa likely reaul t 
froa the action already taken •• fro• the acre general 
aeaeure which would haYe the undoubted adYantage ot being 
baaed on the eelf-ayowed neutrality of Argent i na. 
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t~• Depar\aen\ •.r de•1re \o r•••r1•• •~• w~l• 
aaUer to de\era1ne wbe\~er, 1n dew o \be aoUoa already 
\akenl 1\ would no\ be adY1eable to adop\ \be general 
trees 81 aeaeure 1n \be aanner wb1cb \be ~b&llf bae 
reco•••n4::~ aD4 announce that \be aoUoa hlten aadne\ 
\be two b 1 wae aerely a precautionary aeaeure. 

1\ 11 fortunate that Mon4.r 11 a hol14&7 here an4 
Tuee4.r 1n Jew York. It 11 tel\ by •• tb&\ by le4nee4ay 
IOYIIber 3 eoae pewer eboul4 be glYen t o \he f oreign 
Office . 

AIUIOUR 

( • ) Apparent oa1ee1on 
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HJ.!Jr : 

Jimmy 
Byrnes: 

f!MJr: 

8: 

HMJr: 

B: 

I:!J.!Jr: 

B: 

HJ.!Jr : 

8 : 

HMJr: 

B: 

RMJr: 

B: 

HMJr: 

B: 

HMJr: 

8: 

. • . • speaking. 

Yea, Henry. 

How are you? 

All right. 

' 

November 5 , 19~3 
11:02 a.m • 

That's good. Jimmy, I got word that you couldn ' t 
do it Tuesday. What I bad in mind - - I thought 
it would be very helpful to me it I could talk 
with you and with Fred Vinson before I appear 
before the Senate and I wanted to get your advice. 

•.qell. ... 

And I wondered it .•.. 

You go ahead and talk wi th Fred about it because 
I haven't followed-- uh --since the day it waa 
subm1 tted .... 

Yeah. 

. ... I haven 1 t - - I haven 1 t toll owed the· tax bill 
at all. 

You mean you 1 d rather ••.. 

I'd rather not. You talk to Fred about it, Henry. 

You'd rather not get in on it? 

Right. 

Well, I didn 1 t know -- I mean .... 

I-- I haven 't-- I'm not-- I Just have t aken no 
time out on it and Fred haa and he' a kept up with 
it and he knows and I 1 ve go t eo darn many thing a 
to do that .... 

Well ...• 

. . . . I have got that I'd rather have him-- have 
you talk to him about it. He knows it and I 
don 1 t. 
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HJ.!Jr: 

B: 

Hl·!Jr: 

B: 

- 2 -

All right. Well , then maybe sometime o ther • .. . 

Fine. 

Okay . 

All right . Bye. 

31 

Regraded Unclassified



UW ENFORCE!llFNT 

Noveaber 5, 1943 
11:15 a.m. 

Present : Mr. Stewart ~erkahirt 
}(r. Robert E. Hannegan 
Mr. Herbert £. Ga1ton 
~r . John L. Sullivan 
Ur. Elmer L. I rey 

H.M.JR: Well, how is the bootlegging business? 

YR. BERKSHIRE: Well, }(r. Secretary, t he bootlegging 
business, as we understand i t--have always understood it-­
i s at ita very lowest level. By bootlegging business w\ 
mean the production of illicit, non- tax-paid l{li r i ta. They 
can't get •~gar, and have a limited amount of sirup . 
They are producing an unusual crop of sorghum in the South 
becauae of the shortage of sugar. That sorghum eventually 
fin ds i ta way around to a still. 

{The Secretary places call to Justice Byrnes. ) 

H.!l. JR: Let me talk to hie secretary. 

Go ahead. {indicating Wr. Berkshire). 

UR. BERKSHIRE: As far as the purely bootleg flow of 
l iquor is concerned, it ia low or lower than it has ever 
been at any time . 

H.U.JR: That isn' t what you read i n the papers. I 
read in the papers all the time about bootleggers. 

WR. BERKSHIRE: They use that tum loosely and they 
don ' t refer to bootleg •pi r i ts at all . They are talking 
about a black market product t hat i s fully tax-paid. The 
di1tributor baa purchased it f rom the distiller, on which 
the tax hal been paid. It goe• to aoae retai ler and he 
prefer• to sel l it out t he baok door for prices in viola­
t i on ot the OPi' a ceiling price, rather than put it on 
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shelf and sel l it within the ceiling prioe. 

H.M.JR: Suppose you give me a little report which I 
would like to have, because certainly from reading the 
newspapers I was under the impression t here was a lot of 
non-Federal- tax-pald liquor reaching the market. 

MR. BERKSJU RE: That i1 not the case, Kr. Secretary. 

H.M.JR: Let's have it came through channel• from 
you to Hannagan, t o SUllivan, to me; then we will know 
the thing i a in the Army. 

'l!R. SJLLIVMi: llr. Berkshire hu already been making 
a survey on that, and one got to his desk this morning. 
I am a little di sturbed about your remark tnat the news­
papers have been talki.ng about non-tax-paid. 

H.M. JR: Wait a minute - here is the thing (reading 
from newspaper) : "U.S. mobili zes 44UO men to cneck black 
market. Rard to get liquor. Rise in bootlegging is 
feared.'' 

~ SULLIVAN: That aays i t is all tax-paid. (Clipping 
is pointed out to Wr. Sullivan. ) 

(The Seoretary held a telephone conversati on with 
Justice Byrnes ' secretary, as followa: ) 

Hello. 

This ia lt{r. Korgenthau. I hear that Justice Byrne a 
i s up on the Hill. Well, this i a what I would like: 
I would like to get the Justi ce and Kr. Vinson, if they 
could come over to lunch on Tuesday - to have lunch wi th 
me and }(r. Paul and Kr. Gaston. I want to talk over what 
I &Ill {:oing to aay when I appear before the Senate on the 
tax b1ll. 

Yea. 

If you would l et Kr. Fitzgerald know - will you do 
tb.at'l 

Thank you. 
(End of telephone conver•ati on) 
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• (The Secretaey speaks to J.!r . Fi hgerald over the 
interphone) 

Let me get this straight. I asked Fred Vinsoo to 
come over here &Londa.y for lunch and I lind Kr. Paul .-on' t 
be here, so I am making it Tuesday. I just spoke to 
Justice Byrnes' secretary. She is going to let you know. 
If he can aay yea to us , then you let Fred Vinson know i t 
is Tuesday. 

MR. FIT~GEkALD : Yes, sir . 

B.M.JR: I also want Gaston, Smith, and Paul there. 

MR. FIT:GGI-.JWJ>: !tight, sir . 

H.MLJ R: One o'clock, Tuesday. 
""'--' 

MR. FITZGERALD: Right, sir. 

MR. GASTON: There are some quite disturbing factors 
in the situation that, of course, need to be watched. 
The reason we are not getting moonshine li9uor is because 
they can ' t get the materiala-·augar rationLDg and the 
shortage of other materials. If the sugar market ever 
opened up so they could get a lot of sugar and mclasaea, 
then we would have something on our banda. Everybody 
agrees on that. The other feature a of the situation are 
these extremely high black market prices, and the fact that 
sane of the old bootleg racket eers in different parte of the 
country are now in the black market game--some of the known 
bootleg racketeers . 

34 

~ BERKSHIRE: That is correct. Just l ike they got into 
meat , and they are the fellowa who get into all these rackets. 

MR. GASTON: There ia the situation you have, an extreme 
pressure to cause bootlegging, caused by the racketeer• in 
the market, and the high prices, and big~ taxes . But the 
moonshining is being held down to the lowest minimum it baa 
ever been, purely because t hey can ' t get the stuff with 
which to make the liquor. 
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H.M.JR: Let me get tne story from you to Hannagan 
to &u~livan to me. Don' t !et anybody put any bases in 
between. but l et me h~e it soon , see? 

YR. BERKSHIRE: Yes, sir. 

H.M.JR: And you (Hannagan) take a look at it your­
self, will you? ! mean, just to make sure. Maybe 
Berkshire is kidding himself. 

MR. !>VLLIVAN: Which survey i s that? 

~ BERKSHIRE: The Di strict of Columbia one, which 
came in this morning. That doesn't affect the boot l eg 
situation. That is merel y the black market in Baltimore. 

H.J.: . JR: What are they doing in Baltimore? 

1!R. BEHKSH!RE: I will have the report of our inna­
tigati on there on Monday morning. I have the one t his 
morning from ~aehington. There it is the same, about, 
as the country over. They are merely selling this whiskey 
under the cou.nter and not over t he counter, .Ill' . S.ecretary, 
and they are violating t he cei ling regulati ons. They are 
selling it for twice the ceiling price. 

H.M.JR: Do we give those reports to OPA? 

MR. BERKSHIRE: We have cooperat ed with OPA for the 
past six or eight months with respect to t hese very 
matters. 
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WR. SULLIVAN: But OPA hasn't been actively interested. 

MR. BERKSHIRE: They merely eay this , ''We are regulati~ 
it; we are watching it ; but we haven't had time to make 

any case, as we should. ~e are occupied with food and these 
other things, and don ' t have time to do i t . • That ia what 
they tell us. 

I would say, "If you had a bad situation--if yr:n had 
a case in any one of the l arge cities where you oculd make 
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a respectable conspiracy case, we would be glad to go in 
l.i th you. It hu just come to ua . I will notify our super­
visor out there; he will give you all the cooperation in 
the world. " And they haven't been there yet . 

H.t! .JR: ltave you any good information or cases !rom 
them? 

MR. BEHKSHIRE: No, sir, unless this survey that we are 
m11king now develops that . 'That is the reason y;e are doing 
this. 

H.M.Jk: I will wait until it comes to me . 

MR. SULLIVAN: ihen do you s tart in Chicago? 

J.IR . BEHKSHIRE: Immediately, in Chi cago. \'oe just 
started Baltimore and ~ashington to see the loc!il situat ion. 

H. M. JR: llut right now, if ! said, "Do you have any 
good cases for OPA'I" --

MR. BERKSHIRE : I would say no, I would say it would 
be too much on the rumor and not enough evidence. 

B .~ .JR: But you are sure as far ae non-tax-paid 
Federal liquor is concerned, you are right? 

}.IR, BERK!:iHIRE: I 111 positin of t b.at, Mr. Secretary. 

MR. IREY: We will all be watching that for months, 
1!r. Secretary, and a>nferring almost daily. We fe el that 
there ian •t any un- tax-paid bootlegging . 

MR. HJNNEGAN: It is true in the city of St. Louie . 
The newepaoers called the attention of the OPA to the !act 
that t he dealers in liquor were not obeying the ceiling 
prices of OPA, and their answer was that they were limited 
with their staff of personnel, and were devoting their tiae 
to watching food stuffs and no t liquor, and didn't intend 
to . 
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H.M.JR: Well, I want to make su1•e my own skirts 
are clean. 

!lR. SUUIVAN: On this line, .Wr. Secretary, I would 
like to tel l you about something that happened while 
you were away, although I think you heard from 
Mr. Rose~l . You remember we amended the regulation 
allowing a distiller to reuse hla own bottles . I told 
you about that before I cleared it. That is because of 
the bottle shortage. 

Beneman, t he counsel for Schenley, was in yesterday. 
He wanted to aee you and I took the !ppointment, and 
Stewart was over. It was for his benefit that we put in 
tnis amended regulation. He said he found it was too 
expensiTe to pick up just their own bottles . What he 
wanted to do was to hav~ the right to use anybody's 
bottles. 

Stewart takes the position, a.nd correctly so, that 
this means that all of the protection--

H.M.JR : Again, I don ' t want to get in on that . 

YR. SUUIVAN : Excuse me, just one second. However, 
it is to our interest to see that all of the liquor they 
can get bottle• for will be distribut ed. 

Now, WPB gave everybody a quota of sixty-five percent 
of what t hey bad laat year. 

H.M. JR: New bottles? 

MR. SUU.IVAN: Yea. Many of the diatillera aren 't 
uaing it. I told Stewart that I t hou,ht that we should get 
in touch with iPB and see if they won t be willing to 
allocate to distillers that had increased production, 
the unused part of the aixty-fiTe percent quota of the 
people "ldlo couldn't use it. I just wanted you to know that 
we were trying to get WPB to mooi£1 thei r r uling on that. 

H.M.JR: That ia al l right . 

O.K. Thank you. 
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Telephone Converse tion 
November 5, 1943, 9:15 A .~. 

J.lr, H. D. White 
and 

lLr. Sal.l.antine of 
State Deparb>ent 

I telephoned llr. Ballantine of the State DepartMnt t.his momi.Da 
and intorud him that l!r. Hai Te-10011 was goina to call me later in the 
dq 1 doubtless to preea tor a reply with respect to the renewal of tho 
1941 stabilization arransuwmt. I remillded 1£r, llal.lantine of our 
W>doratending With him thllt we did not intend to renii'W the arrang....,nt 
but we l<Ould de~ definitive 8D$Wers to tpe Chinese aa long as poaoiblo. 
I indicated we could hardly delay comment turtharJ it J.!r, Hsi r ailed the 
question we would inform him that under e.xiatinll condi tiona we did net 
feel it wise to go ahead With a renewal of the Stabilization FUnd . 
l:r. l:lallantine Wllllted to know whether we intended to close the door to 
tho reo~ should they alter the yuan ex.chanso rate. I replied 
definitely not, that tha discussion could be reopoMd st any time. 

I also intonted him of liale:r•s colll::lWli.cation to .., of the news 
ot the British Govem~~ent With respect to the atebUisation ~nt 
and the cont1nuation of tbe Board. I told )o!r, Ballantine that we were 
not in agree.,.,nt With the Britis h on tb:l.s point. So far aa the 
American member 1a concerned we felt ha ebould resign and wind up Ilia 
affairs on the Stabilization Board, inasmuch as the Board itself waa 
created by the otabllization arrang0111ent and in our opinion was an 
intricate part of that arrangement even thousb legally it might be 
possible to continue the Board without stabilization arrangements. 

I told !!r. Ballant ine that I had aeawned that in the light ot our 
past conversa tiona that. Treasur:r 's view W1 th respect to the renewal 
ot the stabilization arraJ~~tet:>ent with China was in l1na with tbeir awn 
and that unless I heard t.- him prior to the Meting With J.!r, Hai I 
would aas=e they had no objection to our going &hAled along linae I 
had indicated. llr. Ballantine replied that it ooW>ded all right to 
hin but he would take it up with tbe bo:ys in hie a hop and be would 
cive me a ring it there was any objection to our course of act ion. 

l! • D • 'IIlli te 

2s ... I 
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TREASURY DEPARTMENT 

WASH INGTON 

MJMOIWIDtiC 011 ~DIG 07 !!II JOin 

COMIIIT'l'D 011 IWIUC!IOII or IOIJ-llUD81 lliPDlllTUUS 

A •••t1ac wao called at 10130 A,N, BoY .. bor 5, 1943, 1a 
t ho SenAte Cbuo Ooa1 Uoo loa (looa 4.,;7) 1a tho Senate 
otf1co ~1141DC• 'thoro wore prooentl 

s .... tor J)T4 
llu.roaA of tho :hqot 1 

Nr. Lavtoa 
ll:o'f7 Depart• ... t: 

Aothtant s .. rotarJ' :Sari 
:Roar Ada1ral liohor accoapon1ed bJ' 

3 D~YOl ODd 2 01?111011 aidoo, 

The ••• t ins vao opoaed at 10130 A.N, !bo OoBBittoe reporter 
•ado a oteno«raphic trODocript of tho aootilll• loportoro woro 
preeent. 

Senator J)T4 opened tho •aotin« ODd oaid thot Aoohtont 
Socrotai'J' :Sari had boea roqueoted to !VD1oll cortala illforaat~oo 
concornin« tho cl?Uion poroo1111ol of tho la?T Depart•ont. 

Nr. !ard rood tro• proparod otat•oah ODd oold tho ch111on 
porooDDol of tho ll:a'f7 Departaout on Juno JO, 1943 aao=ted to 
6&4,362, of which 6o7 , 041 wore 1n tho On1to4 Statoo, 4s,l9S 111 
Un1to4 Statoo pooooooiono ODd 9,123 at toroi«n ototiono. 

Mr. !ard IIYO a broakdovn ot the tJ'POt of act1•1t1oo in which 
thh porooDDol woo aaploJ'ed, ODch ao na'f7 J'ordo, oto., ODd bJ' 
tJ'PU ot aaploT&~nt, ouch •• DDoltillod labor, ok1llod labor, oto. 
Mr. :sari aloo '"" ad41Uonal claoo1f1c>at1ou ot the c1rtl1011 
poroODnel, 111ch ao protooo1onal, rub-protooo1onol , claric>al, 
odoiDlotraHn ODd fhc>al , wUh t11l'thor l>roakdovno =dlr aach 
cate&OI'J'o onch ao oJ111nooro, tochn1c10Do, ot ooocrapboro, 
tTPhto, otc , lie aloo IOYO 1DforaaUo11 ollowlJII coaparioon ot 
oaplo~oo botwooo aalo ODd t oaalo ODd tho .,,.bor of oaplOJ'ooo 
required per thOUOODd Of Olllittod pOriODDOl, 

, I 
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Senator !Trd """ouced tut the Senate wae YOUDC 011 a ., • ..,. 
1toportant bill a~~d he had to teral.nate the htu1DC• Be eald he 
would reqont Mr. liard to tunl11h tv.rthar 1nforsat1on for the 
re.,.rd a~~d 1n.f onoat1on lhovi.Jlc the W18Jptllded bala~~cu of neYal 
eppropr1at1oae tia11ar to tut tv.rnhhed the C<>..ttt .. Oil 

~·t 27, !he AJICUat 27 rtoport lhowed the etah t of appro­
pr1at1ono ao of J ul7 }1, 1943 and S.11ator !Tr4 eald tbe 
Coaait\ee duired lahr fipr••• 

Senator Jrrd apol oc1oed for aokinc Mr. liard to eppaar betoro 
the Committee and 110t CiYiDC hia &II opportun1t7 to cotoplote hie 
otat•eGt, Be u.id be would trr to arrance for uothar •••t1nc 
lat•r• 
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fSTH CoJ.iGUM} {R&roa:T No. 10 f.. 111 s...;.,. SENATE P..-r ll 
~~~------------~----_,~ 

INVESTIGATION OF THE NATIONAL 
DEFENSE PROGRAM 

ADDITIONAL REPORT 
or Tttm 
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SENATE { a .. o ... 10 
~12 

INVESTIGATION OF THR NATIONAL DEFENSE PROGRAM 

Mr. TaoMAK, from tho Spooial Committee to lnvaotipC. lba 
National Dofonaa Program, eubmitted tho following 

ADDITIONAL REPORT 
[I'Wo .. n\10 8. R&,71, 77th C...r., and S. Roo. a, 78th Coor.J 

OUTLINES OF PROBLEMS OF CONVDSION FROM W.U 
PRODUcrtON 

WheD \ba S....c. puoecl a ..-lut.ioo orpui<ing thio oommlt&M !& 
<barged it with the duty or prnenting ,.....,.._ Thio roquirto the 
oommi~ to malt& ••""1 olio~ to proven• any ...... ruJ ~ 
which i.ncreue the 0011. of lho war program. Waete OOC.\IJ"' in two 
waya: Firot, by ooendins more than n_,.,. to proouro tho ortlcl. 
or material needoa for tlie w&ri and 1e00nd, by eo coru.troc.ting planta 
and faoilitioo needed for tho ,. •• , program that they will h&vo no ul· 
vage \'alue. The latter type. of wute 10me.times roctiYee little aLt.e.n· 

) tion, but lt vita.Hy important. The pJants and fa.cilitJee built for tho 
war program b&ve coat. our Government approximately 16 bilUont of 
dollars. Tho oi•o and importance or \booe expenditurM can boot be 
undarstoOd by oon\rnalling tbom with t!1o 15 billiollb or dollors, wblob 
were expended for manufl)(lturing plants and f&eilit.les during t.bo6-yoar 
poriod from 1926 t.lnough 1929, tho ora of our groa~ proa~ority. 

Not. all planta and ra.cilitiel will have salvage. value. Some weN 
eo conot<ucted tbat they are useful only tor tho tpecial pu.,.,... 
for whiob lbey wera built.. Examp!oa are oome of OW' opoeial orctnanu 
!natallati<>... Othera wuo ect•ipped with ouecW maob!nog of auob 
oiu that \bare would be lilt!• poacelimo aemand lor artu:l• lbal 
oould be mado. Examp!ao or this IU'$ round in \ba plaota to make 
heavy, long·ranc• aun l>arnls. The OOi4 and moal. impo~l ol 
th- plan\& lhowd l>o kept aa ol.and·by planw, reed)' for .... in the 
even\ thai. we ohould asa!n be ro_quinod to underWto. bur• annamtn\ 
program. The\Var and Na..., IJeparUnentabavo alreedy madeeom• 
j>lano aiODJ this l.ine. 

HoweYer, the ~t built of all war plan\& and the maobine tool~ 
and laciliuoa oonta!nod in them, and many of \ba maob!no 10011 ODd 
taoiliu• in the opoeial war plante, can be u1ilized for oi.Uian pooduo­
tion An:r auumpUoo thet tbo1 eannot be uood ia u b-1• u the 
ooni.otiOD made on 1~1 \bat our automobile planto Md toOls ooul4 

l 
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no~ be uiOd 1.0 produce war matmala. Of coune, oome of U.e ~lo 
eonDOl be u>od, oddilional ~lo will have I<> be acquired, and tlle 
lll'IUigtlDM~ Of l<>olo will have I<> be changed, bu~, h)' and large 
mooL war plont<o are euitable I<> produce pe<~Utime goodJ. Many ol 
lhnn, ouch u high-oc:~e guoline and 1711tll•lio rubber lacilll.iee, 
un be u>od u they are. 

Th ... war plant. are tlle moet modem that our arehiteet<o could d&­
liiffi. ln ceneral, the, ..... well-lighted, w.U-ventilal<>d, have high 
ceilingl an~ heavy-du~1 cranes, and ftooro capable of carrying t.he 
heovioot machinor.r. They are U.e finest plant. in tho world and are 
far auperior l.o what n lew years ago wero tho finett In tho United 
Stat<ll. 

Wo &hould uao thom not only booauso o( the COtiL rnquircd to build 
tllcm, but alao bocause we must use them. Tho population or tho 
Unit.od Statoe h•vo boon reehuffied !rom ono end of tho oountry to the 
other, and l.oday millions o! pooplelive in oommunitioa differ<'nt !rom 
thooo whore the)' lived beforo tho war. Some or thoao oommunit.ies 
grew up around war plant., and man,y more are largely dopendcnt 
upon war plant. for jobe lor their people. It ia no anawer to aay that 
they might return 1.0 their former jobe, because tens or thouu.nda of 
amall buain-by which they were formerly employed are DOw ou~ of 
buain• and many more oo.mpanies which are otill in husin• will 
n~ver hove ated lor tllo number of employ ... tba~ they formerly 
hired. Some oommunilia will> war induslri.ee will become ghoet 
o.owne, aod otbm ":ill Ieee moot of their in..- in population. But 
a·~ W.. prope~n of the war .P.lanla cao produoellldul poaoel.ime 
artidee aod can eontmue 1<> provii!e employment lor their workere if 
we have tlle !"'ura&e and tlle int.elligenee to utiliu the vu~ industrial 
reeeurcee ·~•ch we hove alreod,Y creal<>d Md which we will have to 
pay for dunng the next generatiOn through t&xcs. 

d 
~•en U we could f!O ~~to tho pre-wa: aituationt we do DO~ want to 

o •~. bocnuee at tho begummg of the warm 1939 we nad approximately 
&,000,000 unemployed. Our eoldiers and aailora are entitled to jobe. 
~1&1\Y _or tho wom.cn who havo ~one into our lnctorieo and done ouch 
eplondt~ work dunng tho war, will wan~ to cont.inuo working and t.bey 
'"' CnLttled to a olllnC<> l.o oarn a good living at jobs t.ha~ !.hoy have 
f•own tboy ••• ~o. The lui war_pu~ t.be women into tho offiC68 on a 
argo ooalo. Thia war pu~ them mto the lactoriee Thoy &1'0 thoro 
to~. . 

We ha~ tho fact<>riee, tllet<>ola, r.nd the labor aupplf. During tlle :.1 :: 11 ve •;a'f in.,..eued our facilitiee to produee raw ma~.<>riala/ 
maW!riaJs '!_~- •1 the war there will be tromandoua inventoriee o 
•·'"··' o.o'~ or P~d · and semiproo.ed, which abould be 
""- ""'"~ an. f "vili U I uiOd 
in~!?~ will Oood th.':,.;'ke~ aodanu!":ien o':u ~...:'perity_' t.h<toe 
~...,. tbetltwar '!• hove aloo !Mmed Dew u ... for aluminum and 
aiJO "W• e mtrede mel<ole of the future pl&alia and ,...., 
,._..{'- . !W """ . "forlabricatiD& Ulem have' been do~oped, and .. ~•,machinery d .. elopcd and buill. Tb- open up""" 

Tb 6 ULUre. 

moot 
0
1/.;:?-ina pe'll'er will be available becau1<1 during tho war 

household ~ave patd off their indebtedo .. for automobilee and 
addition have • 1' r~_",oed .their inde~tedo,_ for housing and, in 

• mcre...utbotr bank &&vmge and purch&&ed War honda. 

) 

-nOll OJ' "mit IIA\10N.U. DI.RIIU - 8 

II Uley ean bit ai"'!' _-....... tbel tbeir jo'be will be Mia, they will p,... 
chue huge quanutiee of .. ......,., cooda, 1o1>d Dl&Dl' will be in 11M 
marlutl for new bom-. 

Thut, wo will hava tho planlo, the toeJs, ~ labor, new materiala, 
new P-. new product., and tho purcbaaln,r power on which o.o 
~ the r.ea~ and eoundeetera of proeperity ih&t tbia Nation ever 
OD)OJed, If W0 have pe&OI and a m•uunt of etabi!ity (OT a IUbe~tlal 
perjOd of JI!&I'O. 

The United Sta~ baa led the nations of the world in induetrial 
P"'C' ... and can continuo t.o do eo in lhe lulure. Am•riun buoineea 
Js vtgoroutt t.a.len~, and cut.uprising. Wo must too to it that i\ 
bu t.ho lacditioo l.o eet.ablieb end maintain aound induatrial Pf0111'1'1'1 
alter tho war. 

Tho taak or tbo Oovornmoot io to determine tho o~dorda by whioh 
buain61:8 ia to OJ>e.rato in 1ucb a way that. busineumen will kno• where 
they otand, wha~ they oan do and whst they uonot do. H Oovem­
men~ perfonna U>il t.ek, each businees men will be able to make hia 
own plans lor tho operw.Uon ol his busineea. Until th- nandarda 
are dotermined, it will be dillicult for bim l.o make biB poet.-war plano. 
Sucb pla.ns cannot be made in a va.cu~ B01i.neeamen, no matw 
how able, unno~ make plana tbet are worth while until Uley know tha 
ooodiUon1 under which they will hove to OJ!Or&l.e. 

By reftrrinc 1<> tho noeeeei~y ol a dot.ermu>&tion by Government of 
the otandanll and OOIIditlooa on which huainese is to opera~ 11M 
commiUH doee DOt. mean to infer that \be Govunmeot ahould 
determine, or even lln>Dglf inftu ..... the determination of, wha• 
product& 1!"6 to be made~ by whom, in what quantity, and .when. 
Rolianoe cannol be placed upon plans by Government ~n01ee lor 
action to bo taken in tho futUJ"e. If anyone queetiooa tb.Js, let. hlm 
look at the plant which (he Anny and Navy made duriq a quarter 
of a century of ptaea for \.ho convertion o( American industry to .wu 
produolion. Some of the plans bad value, but the actual operaltono 
or Amerioan. induatry in wartime bear lillie reeemblanC16 to lho plans 
which tho Army and Navy a10ured ua a low yeare ago bad been eo 
carefully nta.do-. . 

The dotorminaUouo which OovemmBII~ must make tnolude (I) the 
molhod by which oont.r~ct., aro t.o bo terminated alter the .warl (2) 
tho t.dvAnac notieo wb1ch mdu1try can h•vo ol thB termmlt· ona, 
(3) the met.hoda lor inturing the oarly remo•al ol Oovemm«ll prop­
er~y (rom ~rivate plant. eo u 1<> make them ~v.Uable lor the prOdu~ 
tion of ci'ri!ion artlclee, (4) the ox!<'ot to ;which ~e Oo••!"'ment ,will 
make or guara.nt.ee loan• to pronde bUSlDeM WJth •'0~1 cap1t&l, 
and (6) tlle oonditlona upon which the OovernmODt Will 1- or 
..U tho plant. and !acilitlee which hod been OODJtructed lor tlle war 

etrort. . . ,, . ..- . ""' , ,..,... ....._ 
Tilt pttrpoU './. ,.. "'"'"''"" "' ...... ,... • .. 4.14 ... .. 

tvl .., .. n- "' iAuo ~ .... hi rolMr "' ~ ~ .... ~-= 
of dirtdi"f att4111io~ ..... "' tMir m.t.nu, ... ., 
11f/Ot'IOIWM> fro"' fllj ..... ptkol-1«1 ... ~ 1<1 .., .. ~A.a. . 

n. ..,...uru ..UI A«d" .mu •f Pllhltclwof\.,. a1 ,..,.,. ~ .. 
H'Aiotiu• of a-n....,.,, .....-• ..,, otWI /Qb<w .,;u ~ uk~ ~-~ 
.,. ,_. of llwu "'47<<11 10 Cltal llw """*"'!~ ""'?""' - ........ !""" 
1Q o6tain loti4f...WV HluM!tl. EtM if llw loll<liOIOI .,. ...C lftlif'flr 
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In JIUI\W1 1042, thia committee pointed out how important ilwao 
lbattbo Oovmuncot inlert. in i~ COD\RC~ provwooe enlillinc il 10 
tmninate ita war contracts on terms I all' to the Governmtot wbmavet 
the Oovtm~~~ent ucortaino lbat it will hl•o no need for tho artidot 
10 be produced. Altboul!h more then 1300,000,000,000 Jane been 
•PI>roprilted for tho wnr progr&m as of .Augutt l 94.3, end m.,.. than 
St28,000 000,000 were eJ<PIIDdod as of Auguat 31, 1943, oont.rllo~ for 
many billion doll•rt' worlh of ma~rials have not beon oomploted. 
Work on oomo or them hM ooaroely boon sterW, and will not be com­
plet.ed for 116VCrll yean 10 oomo. Tho cool of tile wer will be grcally 
dooroaood If tl10 oouniO Of the war abould warrantlbo tonnioalioo Of 
lb ... contrae-. bcforo their completion. 

Arlitleo produced afu-r lbo end of lbo war would have 10 be waro­
bolllM!d ond oorod for at gre&l trouble and cxpenoe, and in moot 
iniWl ... would be too obiOlet.e 10 be used in tho event of anothor 
war. It is &!ready appor<ntlbal many ilemo originally thoul!ht neo­
e.ary in this w•r will not. be DflCMIW'y, at. IM.tt.. not. in tho quantit.iN 
for wl>ich oontrtcto ,...,.. exec,.ted. Coot.rllcto for their proc:urement 
are beior ~inal<!d or reduced. For aampl., tho Army ;. t«mi­
nalinc mony of iiAI oontrteiAI for l&nks, and tho Nary io tMninating 
many of iiAI contraeiAI for oubmarino cbasen and dNtroytr teeoriAI. 
Aa 'fO approach Yktory, there "ill be more and more of tboto t.trmi­
nabOJU. 

Unqu<Otionablr there will be objection• !rom buoin ... concema 
wb~ w.ill looo war profilo aod [rom labor whicll willlooo wor woroa, 
bu~ 1L w•ll be lhe du~y of tho Army 8Jid tloe Na:-110 slop expcndituroo 
for IJ!ililary good• not needed •• soon • • the Jo•nt Chief• or Starr d&­
tenmnc LIIRt. •ucb goods are in [act not roquirod ror mmtary purpo&Ot. t ) 

Objections to lllei.l tt.nninatioos will be valid onl.y whe.ro bmJineet or 
labo~ Mn •how tl••~ Lho Army nnd tho Navy did notexerei•o fain\ ... 
and mt.elli~nco in delonni11i.ng which oont;raets should bo c.ancolcd or 
eut. baek. Thora mua~ bono favoritism 

Tho JcinL Chief• of Stall ohould con~tanlly review Army and Navy 
nee_dt for o,e purpose of olimlnat4J,g contract& for tho proa.ur~ment o[ 
ar1_~~J., noL needed jun ........ i~ becomes poosiblo t.o dolcrmiuo tho 
'""'of need,. ~ho dcoision should be made .. much in advance of tho 
act~al t.mntnat!On of the contract. u it is po~~ibte to make it, 10 t.hal. 
:Oboe :-o be Jt~Yt.o to tho industries involved. For ex~.mple, iJ tho 

1'11\1 !'OWl now tho~ i~ will not nood more tiW> a certain <t•antity 
~~ ~~lnne gl!nawbicl! could be produood by lbotnd of March m 1044 
~uld nollfJ'Ibo producon ol machine gu.na now lba~ lbey obould 
w 10 produoe no moro machine guna aftB M&reh I 044. Tbia 
J.~ld noLon!r bav~ the ad•antace o! P.rovontinc them fi'O<ll aocumu­• :!fJ an tncnnoua m•ont.oey of p&rli&Uy manulaeturecl mat.orial, but 
~ " · aloof tnob_M tho ind~ 10 make orderly plana lor tho con-
'-". o I~A>I<>I'IOI 10 the uction of other goods. 
~~ alttntion to sue convenion ohould be given by the War 

. uet10n lloard, which should be prepared 10 111ill~ by promplly 
~lk.mg Lhe ne«uary decisiona to allocate mate.rials. In 1uch con­

nron, tho manufacluro or other war art.ic1ee ehould bo givan a 

6 

prcf.,......., if lht.ro ia • ....,. n«d for them. Olh.....;.. tb• indualf7 
abould bo ponnnl<d lo mdo ._olio! civilian anidfO. or •••• 10 
rtlum 0.0 tl:r manufacture ol atrictly pt ... time goods. Any .,...,.._ 
~·t we e:an at'aOmolitb in t.hit direc:tioo before. the tnd or l"'t- W'&r 
willles&en th,t probfrm of con''f.rti~ indus~· from .-ar to~ ..... 

I The ~mm>Uto bu noted auggMtiOIII, parueularly by Army offi<ialo 
•• pubhc lpttehN •. I~U tl!• \l'"ar Dcputmen~ will not .,)-ooldirrw 
!rom lho Army unlol•~ bc~ovM that ondustry .. ready 10 ~rovido them 
with jobs and that. it. will continua itA war eontraell unt1l industry lt 
ready to make a tranaition. Such auggMt.iona aro beyond tht!! author-. 
ity of tho War DoponmMt. 

The Congre,~~ hu naYar authorized either the War or Navy D('part· 
ment t.o 1,rovide a now Work Projec:t6 Ad.minislretion by fOI'Cting 
soldie:rtl or tnilon~ lO rumllln in tJ10 Army or Navy, or- by permitting 
tho produet.ion of war ~fOOd• (or which tlacrc is no military usa. Tha 
CongrC88 dld not. vote billions o(·dolJarA or appropriations Lo t.he War 
and Navy OepartmrntAI for 11uc.lt t>u~ as these, and Lbo job whlc11 
the Army And Navy did in pc.acelime planning for wartima nredt d()(lll 
not HUpport. a conclusion tbat tltey lhould be Allowed to de«-:rmino t.he 
coudiuont under wbio.b our pt~&«tim& businMS is to be operet«<. 
That is not. 1 mllil.U1 (uncc.ioo. 

The methode by wbicb oonlriiCIAI are to be IA'nuinolod abould ba 
delermined by lbe Co~ /Conlrllela inrol~ appro• imotdr .U 
billions of dollaro and two billions of dollan, ,....pcctivtly, have alrNdy 
been &enninated by !be War and 1\avy tkparunmta, rNptCtively. 
'This is conliderabl1 gr:te.tt.r tban lhe total of aU wu cootrat.LI ttrmi· 
Oll<d at lhO cJooe Ol tho laot ....... 

The aubjM&. of termination ts now beiDf.! studied by subcommitteta 
of tho S.nato and the lloUM. Tbe cl!airman of lhi.• ocmmiu.., io a 
member o( the Sc.nat.o tubcommittee. Thi!: committee will not. aue.mp\1 
to duplieat.O the wotk or tho other committees now Jtudying thia 
matter. but. wHI rende.r the.m all poesibla assistance. 

) Tho Senate bill (8. 1268) 1vould oulhori•• nuy departmrn• or •gency 
to mako advaneo. or JJartlal payments upon e.ontmcu related LO Lhe 
prosecution or Lho wnr, to m••ke loRn& or guar&ntcca, "'~d t.o pu,rcht~ 
Lho intorcaUt of (!Ollt.MCl('ll'fl1 subcontl't\ctors, and aum1He111, l llbjt"Ut. to 
rultlfJ and m~ulnt ione t.o be promu~g~•t~d by the q tuurnuu\ o( 1 1~o W1.r 
Production Jloa•·d or IHith other o01o1al o" the l)rcs1dtnt- may dl~tlgf!At~. 

Tbe llou80 bill (11 . H. 3022) would au<hori7.e tho S..:ret~ry ol W•r 
lo U80 any nppropriAtion in oonncet i~n with the tennynauon or. War 
Department. oontraclt under N'f,."llllllODI t.o be pm~enbcd by bun . 

There it a aonsidtrable difference of opinion u to whellJer tha oon· 
tract. offie.iaiJ or the procurement ~ncies should be auo .. 't'!d to make 
eeu.ltmen1 a~mtnt.a • ·hic:b •·ould be final , t-X~pt upon proof o( 
fraud. There it alto dl~eot as to wbt\b('r sud.. OOIUrtet.a 
should be •ubjtet. to tbt audit. of tbe ~e.ral Atro~ntmg ~~. 
TbNC and other ~lat.fd matters are the &ubJ«l- of public and pnv-ate 

he;.ie~robltm or drttnnining the conditjoos und~r whie:h ~ntt:KlA 
are to be. tenninattd it moat. diffieult and no IOiutK'n can M. enllrtly 
satis(aetory. Fnr this reuon, provit~ona should~ m•de !or ~a ran. 
tees by the Govtmment. o( loans to contrat?to~ mvol"ed.m dispute~ 
u to the amount.l duo them ahtr the tenmnalrlon or the1r oontrKLI . 
These 1oan1 thould bo Cor a subttantial percentage. of the amount 
claimed by the oontractora. ---· 
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Provioion lbould aloo be made for~'Uout do~m>~lnat.ion of 
litigation tilber bylbo ooun. or by a · ~ ee~ up~ boar and 
detmnino dilpu~. We obould avoi a ~urrence of \be protrae~ 
litigllion whkb followed lbo las\ war, where, liliaat.ioa malin« ~ 
lhe tntnination of cont.rae-.. in many euee., extenC:led o•er a period 
of yea,.. Some of lho ....,. have ooly rt<Jelltly been do~nninod. 

lNV"CNTOlUU; 

In tbit wa.r, the amounts involved are ao great~ C~bAl unlf!M a aati.t­
factory temlinlt.tion is obtained, rnc>&t or the oorportJ.iona will not. 
b•vo sufficient workin( capital. Bankers will 'find ·~difficult w mako 
Joan3 to such oorporat.100111 because tho dift'orenco bot.woo.n t<ho a.Uow­
nnco and disaUowaooo of their claims against tho Oovcrnmo.nt., io 
eorne. in3tancea, wi11 rapreecot; lh.e difference between 10lvency and 
bankruplcy. · 

For theta roatoOIJ, it is especially important that invont.orioe bo 
redue~t to a minimum 10 that. the difficUltiea of termination and lbe 
impae~ or an unauOOtWJ'ul termination upon the financi.a.l tlnlct.urc of 
lbo oorporations im·olvod will be aa amall aa pouibl6. · 

During wartime it baa been natural that large invonwnoa bavo beeo 
built up. A very large amount of \be root....,,. wore ooal-plus 
oon\tacU, and many of lbe 6xod-priu ooolratU wore ao 1.-.ly pncod 
that !bey had 10 be rtoegolia~ w pl'Ovcot ex.-ive profiU and 
1htftby beoamo in elftc\ cool-piU5-wha~ver-lb&-0oYemOionl-•ould· 
allo• ..... ;profi&. CODlratt.l. 

Since they were ope_rating with Govemmeol. money and ai.M:e l-heJ' 
wfre uf'Gtd \0 ma.ko apeed the primary consideration, tho buaiBM~oo 
mtn naturaU.r ordued all their matorials and par\& aa far in advanro 
.. thty oould obtain delivery. They would be bla~ if achoduloa 
could 001. be ffi('l. for lack or materials or parte, an~ would not. 
b. blam«! for ordering more tban they could UAO. Some of tho worot 
o~e~dl'rt m lbis roepect wcro tho Army, N •!'Y, and Maritima Com­
mu\elon Lltcm&elvee. The rosult was that huge quant.ilios or r&W 
ma\oriala wcro orderod before they could bo pro~ and ~bot 
throughouL lndustrv1 and in the sarviccs themselves hugo ltoo.ks Ol 
lf'miflnishcd tnftt(lriiU.I and pltJ'te Were aooumulat.od. ' 

One of lhe principal purpo ... of the CootroUed Mat.erialo Phm 
wu to llmit. tho &mount. or inventory to that. n~ to .. to ooablo 
Ulo IPrtod of ooarc:e mat.eriols w other doairable \11¥. 

'' '·"' Junr 30, 1943, industry "'ported 10 lbe War Proclucl.ion Board 
1h11 1L hrld th• foUowing amounla of \bo ma~Bi&D: 
\l&&cori\1: .t!:~Ju 
~~ftl ···_---------------- -----··········-\Oali-- 7, 1M. 150 
(' ...... - "~·· ............................ do ... I, 16$, Ml 
Al••t.• _line ..,.. • • ••••••••••••••••• •••• pouudl •• 17&.2&3..081 
z... .. ·- . ·········---------------········do---- ~"81, 811 
"""" ................................. .. ~t&l,* 

Tho boklinp in ;~·~;;;,~~~·~-;~; ·&cid~·~i p~~~ii~~7 
16 rtporttd to the War Produetlon Board by the indi•idu&l ftnn~ ,. .. ; 
~IUf'rW: 

t'arbon•tttt .._~ 
•\lloy "'"'L ·: • • • · • •• --• ··· -- ---•• • • • ......................... ton.... 2. toe. 6&t 
('op,.. ................... _...................... 833, 175 
Ah1n1lnun, • • • •• • • • • • ··- ---• •• · - ---------- ---· .pom'lde... 174. liM, 876 . ........ . ...... .... .................... do.... 80. 022, 100 

0 

• 

l~"'V&8nQATlON OP m:» NAnONAL DI:J"&Nb raoaa.u. 7 

• The ex~t and im~ or \ba above in•eolorioa .... be ........ 
- oy con~raaung !bern Wllb lho wlal proCluctioa 1 \ba · 1 "!'~ 

fO< \bayou 11139: 0 pnmary ,..._ 

)lou!rial: ---Ahualnua • v-.. ,._ 
Clot>pe. .... • • .. • • ..... ........................ ..... :m. 011), 01)0 

Zln •..•• ····•······-······----······--tlborlt.O,.... 1, 001.616 

~~:,:; ;;~ ::.:::::::.·:::::::::::::::::::::::::::t :::: 107.:: 
Allo7oteet •• :: .. ·::::: ·:::::::::::::::::::::::~~~: ·~ = m 

The. incrcaso in lnvan~rics i.s alao evidencod by Lbe toUowing tabla 
prepared by tho Dopartm<!Dt or Commeroe: 

. ('(I 101\ 

ltld tflntlhlb u ...... t«taat """"Ia - Pln'*-liOOII• ..... ~ 
Jill! o--w. ............... M, M,D,O(I) 

-::~== "*' .... ~~~:= liQ;JU.., ••• .................. a.ou.--.q t.llt,IIXI,tot 

•OnM .. w-- fl ~ .. . rt'JI8NIII .,. evrt ........................ 
Whlle man.uf&e-turtn' inven&oriee of finithed ~· rt"JDained almon 

atatio.na.ry, in¥e:n&oriN Of raw materials inereUecl b713 percent and 
innntorioa of good• in p- inc:reued by 155 pereont. There 
would be an eYtn grtatu disparity in these fi.2uree, if it. weo:ft!: not for 
lho fact. tha&. tbe dfdinlng invtnlOrie. of oivilia.n ROOds and· &he d&­
.......,ing rate of m&nulacturo ol sucb goods t<adecl to oft'oet a l&rp 
pan or the incrtue in invenlOrite or war goods. 

At lbio 11ap of tho war, lbo procuremant agenci .. have had tho 
benefit. of several 1ean of ex-perie_oee, and are mueh more nearl,y able 

. w determine t.heu needs. Alao the manufacture.. have produeed 
l> lbo articl .. and ahould now bo ablo to det.ennine exaelly what ma~ 
J riale they will nood, and when they will need them. Thcro i.t, t.her~ 

foro, no longor tha tAme e-xcuso for h•ving so large a backlog ot n~w 
materials, acmifinillhod mnt.orial&, and parts. 

Every cllort should bo made by tho War Production ll<lll'd, tbe 
procurcm~nt. a~ncia~ tbemaclvot, and industry lo reduce tho amoun\ 
of such ma.t.eriil• to a mi.nimum. To the extent. tltat. tJ:ta controlled 
materiel• plan 1.~ .. bow put in ttl efl'eet. and ia working, tbero is little 
ereu86 for any oont.ract.or bav~ in his poMMAion more mat.eria.l1 
than t.hoee alloca~ under that plaa. Consideration abould lbertloro 
he given w diaallowing any paymcot upon wminolion of eoniJ'act, 
lor maCA>rialo in .. .,... ol tbOM ponnittod under lbo controlled malb­
ria.la plan, es-oep\ where the acc.umulation of exet'l!ll mat«iaaa wu 
opocillcally aulborizod. 

DliPOimON OP I O'.rLO'I lUT&IUAU 

ETen U' invtntoriee are reduced to a mini.nunn, the Oovem.meot 
will bavo 10 fate tho problem of dO.~ ol hug<o 11ocka ol ma~riolo. 
This might be dono through the orpoizatloo ola Surplus Commoditifo 
Corporalion, whicb m.iglu be engaged in liquidating opera tion• over 
a number ot yeare. 1 t might alao Uc done through tho proeuremen\ 
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neiM thtmoeJ.... The laliH proe~chu'l> would hne lhe ditlldA 
~~ lhat there might bt dil[~t policita lo!Jo,.·od by_ tho ••• ..... 
dilrertnl 'll.""d .. and that they nugbt o~te ":'lh~ut _lulllmowlc;<lgo 
of lilt AC:tlritita of tach other. ~y ~uch hq~1datmg 01'!'1"011001 
-..·ould c:oostitu~ a apteialized marke.tang.JOb bf.anng no I"C!lauon to a 
military (unetion and would have a llliJOr eiTeet upon marketa and 
market pri<tO. U the inventories are •••ry large and tl1e ,markel_job 
unakilllul!J don• the marketo, and th• oonfid••.'oo or buamt!lll ,'llJght 
b~ 10 aenously du;turbed as to rctanJ eonvenaon from war tame t.o 
IJC'M" time production. This happonod in 192G-2 t Allor theluL war 
ond a numbrr of bus.in('88cs faiJ.cd bceau~. of lll,'lJC'l inventoriC'S tUlci 
the> inAbility to dispose of then:' m competitiOn ~q, the Qo,•ernment 
flt. priC.'4."8 flJ)fU'OBChing lbc WArt!me ~~8 O( O.CqUIIJ iti~U, , 

COIIJK.'(p.lt•nlly cverr reduCtiOn Ill mvcnlOI")' or Ill mnLCnlll8 nnd 
pl\ 1'~1 wnn'hou;'<l or m course of productionJ tJuu .. wo cnn mukc be­
LWC'(' I; now rmd lho f'nd ()( lJlo war will not.. only rC'dutt" tJrc C08t.. of tl1e 
wftr but " rill ht1\°C a substantittl nnd l)~neficial f'fTe-ct upon post,..War 
con~·eniion. \Vc must not uso &ear'Cf'; tnal4'rials And C\'Cn 8Claroc:t 

m. IUJ)()W('r to cn!'ale parts and sc:mif'ini.shM articiM, lJ1e cl~icf eJI'oot. 
ot whieh wiU br to dcp_rcss our post.awar ~nomy. 

Tbr IVa rand Navy DeportmeoLa and ollwr lg<>nciee of .tho Oovem­
m('nt. • •ill alto possess l&f'bre t.racts o( rtal t'lltatft ~uu·td for war pu- much or ,.-hieh will hove to be J'C'(lC)nveytd lor private uoe. 
Arranl;\'monLa lor this purpose will bave to bt made. 

•~tWOYAL OP 00\'S:RN"¥£"~-r PROPERTY rROlC P&IYATit PL.\N''f'l 

~lany private plants hav~ ma.chine tools, diN, jil(l, And fixturM 
"'hich "'tl't'illl!taUed lor the purpoae or enabling the pllnla to produee 
•nr mat~riel , but. the title to which ls in the Oovenunrnto In many 
t.a!fl such articli.'S, plus th~ im•cntory or parte and materials, occupy 
a oon.sidtrable portlon of the floor spaco and would have to be removNI 
lJOfO.,. ot•po oould oo taken to mnke tbe privAte plante re~~tly lor tlJe, ) 
production O( pt•A~time !,.'00<18, 

Whf'n 1>ri"l\le plnntA:J we.ro convertocJ to tha production of wnrt.i.me 
JtOOtls, tl•c owners wl~re dealing with thl'lir own pf'OJ)(Irt.y and CC'Iuld 
r81Mte onlt"nt ror i~ inun('(liate rC'.tnov&l, oven though in mtuty easfla 
tll{lr(l WI

1
1"C llO &lOf'ftgC (ociliti(!S and the articles had t.o bC llOr~d if1 the 

OJK'R, subjf'Ct.. to dot..-rioration from weath~r. 
ln approl<hing the 001llpll1'11 hie problem or oonvorting baek 1.0 the 

prnductJOn of. 11<aeetime ~. the eorpol"'tions will oo IJ&Jnpored 
by .t.lH" n('("((Mrty ~r obtairung Government. penniMion to mnove the 
ll'llcl~'to. l r .thf'rc ll delay in th~ granting of a.uch J)tnniM:.ion or lr the 
Pf'r:'l1t.ll8ton •• m&de oooditional upon obtaining warehou&e !acilitiea 
which may not bt anil•ble, !OibsUntiol deloya mi,hl -..r whicb, in 
th• •~tt, •oukl ha'·e a del.errent. e.fl'tet. upon uutusuy. 

To avoid auc~ a '.ituation, pl.ans: should be made now by the pro­
eurtn.u~nt. agtncl~ m'*olved and _proetdulft dtltnnined 10 u to 
~I\. the uptdrbous remo,·al or Oovemmtnc. propertY from private 
p~..an1.1, • • • 

9 

' _, H&CD&ITY OF l'aOYIDIJ(Q WOUI:.KO CA..PJT.AL roa •trallfW81 

Thon n-nJ, io a lac bttw..., the lime when plaoLa .,.. t.ooled, 
jip aed dia.,.. built and maleriala.,.. ""'l.uired (or p~ on l.h6 
one hand, and the Ua.. when 6Wohed ulideo cu be deli~erod and 
the poymtn~ thor.lor rtetivod. DUJ'ios IJUo iotaftl, buoio- muot 
ha•eouffieienl working capil.&lto finance the oper&licma Our -war 

' production lor tho 1•&1"1 100& tluough 1939 averaged onl7 aboul 
182,000,000,000 por yoar 01 oontruled Lo approximately 100 billio111 
in 1929 and approxlmaiOI,Y 188 bUliona ealimaled lor 1943. 

We hope tha~ aCtcr th& war we will have a ci,·i.Jian businM~ v~ 
much great.or than that during t.he pre-war poaeeLime ~e&ro- ThO 
Dopartmont of Commoree b .. colimaled lor 1946 that •1 woulrl oo 
142 billiona oxp.--.1 in 1940 pric.eo. Yol tllo working capitol of 
our eorporationa i1 gl'arOO to a peaoe.timo economy or only 82 billiooa. 

Some oorpomliona luwo boon 1ble to improve tbcir financial potitton 
during t.ho war by reason or l11e proRLa which they made duriog tho 
war buL by lllld largo t .. ation ftlld renegotiation ••d tho offorl& or lho 
p~urer:.eo" aaenoic.w' ~ Pf'OV(!'lt. CX~\·e p~fite h~l'e prevented oor-­
pora""oo from greatly JJlCJ"e&aJng thw wol'lnllg cap!l.&llt th•-
or tho Govemm•ni. . 

This is u it ahould be, bteauoe we bave btm deWmiDed that l!Jera 
ahould bt 00 profit«ring_ in IJUo war: T~e Co"'""" hu taktn nnouo 
w ..,tiona which will....,l corporations m meelulg poot-war problf!DO­
Tbeoe include provioiona lor acoeleratod depret~aliCln, Olld &mOJ'\Ja&o 

""Do( emeraenoy fac:ililieo for odjuslmenl of l.aubll JJJOOmo re~ 
aeth·el.r to refteo&. eh~te :.0 iovtnlory values and to eonr • Z..yMI' 
inale&d of a 1-year periOd. llut witll all th ... slepo, mao1 oorpo,. 
lions will nos.liave euffieie.nt. l't'lenet. . o 

In order 1.0 provide part of tho .....,... .. which auch OOIJ!Or&UOlll 
would have to bave afttr tho war, Senator Carl ~•Wl1 cbamna.n or 
~e aubcomn1ittc• on rent'$0tiation of this eomt~uttC!e., mtrodueed an 

{(~eodmML 1.0 tho rCliOJ!'lll•t.ion ota~~le, by wh1ch ho euan; .. too thai 
tbe tax law be runc.nde~f 110 u Lo IU'OVIdc: 

l lll\tdb &Ax[layenln a.mount..nottxteedlnK20per~tlltUm 
(I) T .. hat reMrYM e • I ll t ... deductible as &JI operating e.xpeueo In C'OM J)~I lhiM; 

of Uteir •uAble lnCIOme • l& ""' bj , t the followlns coadhJon•: 
}"f!deral iocon.o a.nd tXOOIIII1)roCita t.axl!f, •u 00 ~ ln\•e&ted In a tpeel&l 11111ue ot 

(2) u1at the a.mou11t lltl a-Ide In lud' reacrv1':' bond- f't!deemable at. an
1 

ur.-• 
nonne«oUable. non-lnt~rf!IM~ri111 1°"~:,~ all boeluJtla; 
prior to a date 18 montht .tt.er tbe oeua . o1 wch 110eurlllel. U1e tupayor 

(3) &ha~ •lmull~ll.!,~l~ th1 llq~~oq:kta.Uoo to bit taxable lufOIOt for 
o:nwt reW.ro Ulo amount u .. n\91.1 rom 1U 
the yar oiUquklatloa. • o 1._ dift"MOtiaUII 

T.,_ plan hu lhe odnntage lha~ •t a~LoiDIUe&., -- Olld 
w. bO have a senoua post.-war ex ___ ··•d 

bttw~ f;booe oon~ftonl ,';d thooe who bne oot. Tbe lotmrr ..-o .. 
dooWlioi lDOOUIO prouotm a . · • whilelbt lattu would pl 
get the maximwn btnri)t of lhil ~'U:Pt"" would k .. p all DJOilfJTI 
little or no btntfit..from l~o Mono W:ittm~ DOW in the Corm of Oo•em­
~uirod lOt; th-m~blo ~ CCllllplet.ely anilable lor wv P.,.. 
ment -unlJM, mak~.::f7 oeedad lor poot-,...r P.,_. 
poaeo until lbty or• ae • 
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n. ...,...lu• bu ehecked ,.;111 a n.,..W of the _..uc- A 
,_w., the -~ lA> which lhey bdi.,.olha~ ,_""" obould h6 .., 

DOW lor poot-wu pen~ an3 !run an -minoiJOG of lilt~ :f oomo ol !hoot corporall~ ia ol the opini011 .ll>a• ·~ a pro•loic?n 
would -.UtuiA> a ,..j.,. .-.tanee lA> "!'!)>>Rllont which In laot will 
huoi&J'&" ,..~....,. nOtda ~~··~ providing a vehicle lor the oooaJ)6 
!rom wauon ol tboao ob~UllJ)g •-•• profit.. 

On tho wbolo lobo lnw..ow of bulin- bovo h6on wen .re-cuudod ' 
wboro tho)' ,,.0 ooOliaunl .nlob !aim,. lo t.bo Oov0111111ont. Tho 
dlffioulty olworking oapltaluiseo h6oauao buoin ... hu h6on expanded 
with Oovornmont olplt.al during tho war, and we WAD\ I~ lo oontinuo 
1o lunotion •Iter lobo Oovornme .. coaooolo proorido1 Ul~ doi'OI now, on 
unlun.ltod buyer and prompt payment lor .U t.laat eon bo produood. 

During tho war bueln,.. h01 obt.ainod relatively UtUo &ddi~lonol 
priv&te capit.al rrc:m the Rotation Of aoouri~y iuuet. 

In addition bu•in,.. will probably require moro woridJ!I e&Pi,tAI 
proportioDlt<(y than It d.id in tho yean 1935 through 1939. Dunns 
lhal time buoi.n,.. oJ)6'llio~ bad h6oomo ""'•tivoly at.abUi&~. 
Tbroujlh ll.o extonaion ol pan-time patffionl plano ond other opecial 
m- ol finl11Cin2, and lho working out ol an elabonte PI'Otl""' of 
commitment& lor ilie p~ of \)rOduela by d..W. and cl.itliibuwrt 
prio< 1o their maoul .. lure, bU!ID!S in genonl bad rtdueed lhe 
amoont of worlrinc eapitAI requind. , 

Wb.., we Mel< to oon•en wor production to poaoeume produellon1 
maoy ooll'OI'IIiona will find tba~ their marl<eung Of'Pilllaliono ona 
P.rtellcea 1rill hue 1o h6 mocl.ifiod aubotantioUy; olhtn will find lila~ 
~~ will bo ,_, lor them to carry tho ooat of produodon lor a 
loncor ~ then Lho;r ban pre..iously h6en aooua~ed to; and 
eome will be new butineelee whiCh had lit.tle or no preaw&r ~en~ 
or marke~ organilatione. Tho Iauer ca~r;r includea ~he ...,.. 
er&ft. induat.ry wtiith hu grown from a very small indut~ to a "S 
larae one, on'J which will n .. e lo bavo large euma lor workmc capi ) 
If li bO]l<llo onlor poot-war oompetition with other major induat.ri 
in tl1o U1\it.od St.alt'll·. 

Mt'IY ol th""' oorporaW.ne have arguod in oonnoo~ion with Lho 
..,.ocotlation ol thoir pro6w tho\ lh•;r ahould be aUowod lo retain 
auffioien~ auma 1o provade working cepatAI 1o do buoio ... later. Tbit 
"'iJJIIIOot, or oouroeJ omounta 1o a requ .. t tAla~ lobe Oo•errun•n~ allow 
them ex- ive pronw on tho lobeory thot the eoonomy would h6oe6t. 
by their boinc 10und, heelthy compaoiM Clpable of aogaginc in 
profiwble poat-war opere tiona which would produco OJ>)ployment ond 
provide utklee BfiOell&r'Y for eiTilian use. 

Tbtre m•y be 10me j111tification lor lhio pnailion, but it lo unfair 
lo uia~ bull- ond 1o tho l.uJ'&!or& lA> aubaidi&e their oom· 
politora " Wp&J'en' upenae, ond P"!"t.ril,y tho obliaalion lo on the 
-..onlione lila( need wo~ capitAl lA> leek and ol>tain lunda lor 
lhat pu.tpOM oo thtir own initiative. 

To tbe -tlilat it lo ~ble, the add.ilionol W<XiDDa capitAiwhld> 
Ia needed obould h6 obt.ined lhrougb tho ... of bondl and tloOOb to 
privat. io'!'•tora wbo ba'fe ccmfideoce iB the corpon\iooa iD ClU•t.ioD 
~~.~ WJllinJ 1o lnniL in their lui.Ur6. To the enent that printe 
""'":".:'"h .. lhe lacilitiea to bring ouch invealol"' and lhe oorporaliona 
l<)ce..,"!'1 i~ ahould h6 eooouragod 1o do 10. Mouuroa to ""11"'1110 ana locilitota Lhia ohould h6 oonaiderod aod adop~ wboro oona11tant 

.,..,..,G.\nO.'< or 'l'llll >U'ftOliAL Oon!CU- 11 

• • th ~e pro~ ol tbe m•.W.C public &pinal. ~lion of lllo 
llnancial l'randt and .. ._or lho tweaaliea. 
B~ever,.. i~ ,.;u h6 ~lffioult !foot ilnpooaiblolnr private baoJdD& to 

pro'nde~UJDC~Mt workinc oapat.llaoon mOQ&b. It will, lheroloro, h6 
,._,lor llle OoYeromenloo lormul&u pl&Ollo aupplem<11t prin'­
banlrin(. Some ogency, au<b. ulobe Reoonatruetion Fmanoo ~ 
t.inn,. will bave .. be reody .. vrondo worittnc eapitAI qui .. 
won.ny buain- oorporttiont wbach would othenriae nol h6 abe lA> 
obt.ain it. Thlt ohould h6 oonfined, u wu tho Reoonotruotion Finonoo 
Corporalloo, lo at.ricUY baoklng oper&Uona and ohould not be uoed 
u a vchiclo 1o placo l.ho Oovornmont in bulin- or by which tbo 
Government would dctormino tho ortioloo lo be monul..,tured or lobo 
pricee tAl be paid lor them. In abort, it ohould aupplcment pri .. ta 
bt.nkiog whe"' privau ba.nkJng it no~ able 1o do the job but ohould 
not try tAl oupplanlllor to pl ... the Go•emmenl in eootrolo! buoin-. 

Every effort ohould bo madolo Induce the corpora tiona to obtain lh•lr 
working ••pitA! t.hrougb the inveating public aod not by loaoa from • 
Government ~ey. In ord<rlo accomplilh lhio p~ cocoid...­
lion lhould h6 given u 1o wbethOI' Government loW or 1oant guuan· 
teed by tho Oo•emmen~ ebould not h6ar a bJcher iAW..Ot rata lhan 
privou 1oant and u to whetbtr the profit. to be ....de by corpora­
tiona .nth workitJc capit.l!IO&Md by tbe Oonrnment nr gu.an.ntaod 
by lhe On•ernment ollould not h6 Wed •~ • bleb~ rate. 

It io vitAIIy.ilnl"?rtant that tho atandatds upon which ouch loant can 
h6 obt.ainod abo'"". bo det<rminod u - u _.,1!!> 10 lha~ ocwpon.­
tions could dewmmo now wbelher thefwould bo oligaDlelor Oo .. m. 
mont lo ... ond, il eo, the amounta wbach lhey oould borrow and the 
wma upon which lobey oould borrow. 

In general, tbo oorporttioDI. which we rolled •11"" lor lobe pr<JC!uc­
tion ol wu goods and wbioh mado toed J"6CCrd.s tn such produetion, 
oujlh~ 1o h6 regardod u worthy ol R'nancial uoistanoo throur./: loaoa 

( aor woritiog-capit.al purpo!M'II 10 long u care,. taken 1o pron • prao­
("'leal banking standard• lcr t\10 prouotion ol Lhe, Go!'""""..,~• and 1o 

' prevent ravoritl&m or diserimination in the dl&tnbut.ton of fundt. 

ACQU'Illi'I'ION' OP OOVIRNllllrf,....OWrf&D PW.NT8 A-ND PACU..ITTn 

M corporsdont will wan~ to acquire, by l~.or purcbNeJ lho 
rigb~"':J ... lor tiY>'li•n production pl&ntl ,and lllcilth!'~erec;::: ~ ~ 
expeM6 ol ~be Dolt- P\&nt. Corporation or ar ~ 
De rtmen\e In m~ calfJI the cont.raetl for. the co~IU'Uc n 
!':f m ... ~· en~ ol the plan' ond faoilitiea pro_~ ... opeci& ~ 

hi tb h6 acouirocl Tbeao .,.,. ....- UJ>Oil a. -
UJ>OD "' • •1 con 'nod · t the lacilitiea and ,....d not 
liD)!...'!'~:. •L~ pdcrotlper1'1111 __ ,_ .:0 ::" lh6 ..tue ol the plaoL o~ lacili\1 
,.,._ .. .,, _. • ,._ 1M ta · ply proride tbaL 
•~ the end '!I lhe wu, ~~~Y 00,;,~ .:;:"ban the plo!ILor 
111o oorporalion oporaWIC ""'~ rr 
facility il it~[-~~~~ ~o~~oribe plo!ILOr lacilityll not 

It m.m h6 .....,..,. •• _. "'" fir< p1 oonatroellon _,. 
i"' ooot 1o the OO.ernm"!•· Ill lhe ~~!"'"> · lo lllo 
are oooaiderably ~!':~ 10 

.... -=~ d • '" for t.bo pJ<!<Inolion 1000nd p~~:oo, lhe facioJUOI"' 1 ·~nre of maWiall and 
ol part;oul&r war item&, and ·~ "'l,d' 1 ~cular Jl6l00tilu good& 
labOr lor lacilitlea apeoi•ll1l""/f..' t.ba:~urpoao. Govornment muo~, 
would produoo • plant aupo or 
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t.laereloro, be prop&red lo l- or ..,u t.hooo laeilitieo in acoordanA 
wilb a ruliltie undenotand!n& or their true ...tue to lbooe intel'fiBto'll' 
in aequiriutf them. II t.bt Ocivemmeol ub too much for lbeoe fa.: iii­
lies, the7 will DOl be acqui~ by privato buoi,_, and ~ir entire 0011 will have 10 be written off aalooo. •ThiJ would DOl only greatly 
incroaae lho 0001 Of t.bo war, but it would preveM tbo utiJiaat.ion of 
these laoiliti.,., t.lao fin011 and moat moderrt in t.ho world, to provide 
jobs lor returning aoldieno and sailors and to produoe, in muo qoan­titi011 th4 civilian gooda __ ., to maintain and inereue tho 
standard of Ameriean living. 

AI the o&me time, there must be DO j!ifl of Oovemment-<>wned 
faoilitiN 10 ravo~ oorporationa, and lbe oontrael4 for tho oonatruo­tion Ood OP<'rltion of ouob plant.. ol10uld not pormil OOmpet.itivo 
advant.ague to one corporU\ion or industry at. Ute oxpoosc of anothru-. To proven~ this, Use comm.itt.oo. since it.e inception, l:,as cheeked and 
reobeeked a number of lbe principal oontracta for lbo oonatroetion 
and oporation or Oovemment-<>wned plant4 and facilities. The eommiu .. bu been particularly intereoted in makinR; oertain that the 
plant4, uoonnrucl0d1 will be eapahle or operoting at Teutaa efllcientJ,y as those ownod by pn_vato industry. 

The oommiLt.oo believes that corporationJJ ongagod in oporati!ll 
Oovcnunent-buill planto ohould be giving oonaideration now to the extent to whicb they oould utilize aucb plan to in peacetime operations 
and ohould ntgatiate now wilb lbe Delenso Planl4 Corporation lor t.be 
purpoae ol aaoertaining lbe Ierma and oonclitiono upon which auch 
planl4 eould be made available lO t.bom altor t.bey aro no lo• 
needed for war putpOICI, Bere again, t.ho proc.urtment. Agenetee 
ohould givo •• mueh notice • • possible of tho data when tho planto can be mndo Availablu. 
• ~inco, moet. of these corporations have inauffieient working capilal, at "' qulle dear th4t moal or them oould not afford to pay cub for 
Oovornmeni-Owned planl4 operalOd by them unlil and ui>l- th4y,.,. ~ ob~ additional _rapital by th4 aale or atocb and bonda W# 
pn!ate mve.-tora. Thit would take time. For tbis ret.tOn, it. is · d~rablo thAt "':""ngemcnl4 be made for loaaing such plonta to t.be 
pn"nt..o eorpo~AL•ons operating lbem upon fAir terms, wb1ch might mclud~ an o~lton on the part or the I....., to purclw;e lbe plant wilbin 
a Spoctfied tame and lO apply rentals paid under tho louo aa part P"Jlll<nl of the pUJ'Ciwe price. 

1l bao olan boOn ~lOd that t.be Oovommenl miahl altempllo value~ plant for ptac.olime \l8el and lben eell it. under an &JTange.. 
n_»tnt whereby the oorporat~on would pay for it over ita uaoful lif&­
ti1·1mc by ~·1utbual payments oqua) to t:ho amortiution plus i_otcrest on 1e unpau Bll\nc&. 
/ I.N'l"ftNATIO:otAL e11'VA'fiON 

wb?: ~lO~~~~DOllly W\U be ~Uy alleelOd by tho dotonninat.ion 
• , U'e u1a0e of our mt«n&bonll problema. wih1 

tbtre " t.o be .•o inU!tnational police foroe. OW' military foroee 
Otu ha~~ lO ~e.t.ermano tho nature of tho oquipmeot to bo IUppliod lo pla.:".·\f~ 0 

''· In tboee eategorioo wbero obaoloaoenoa it greatea~, lillht,l ~h 't.:1 to be mad.• lor new weapona, for tbiJ war bM eolab­
in adu.!. 

0

01 •• ~t.e ~hi ~1 o! doveloPIJII new and better weapono au poem e eotm1te. 

IN'VIt$'t10ATJON OP TID NATIONAL Dll'L'<Am PROOitAM 13 
• W. 0 ltDO'! DOW t.ba.t We tiD build airylaneo with loiiC"r raep and 

gru.ter Wti&l;lkanylng <apacity, equipped wit.b licht.er ancf mon ~"!'erful engmeo, and that wo ean build Iichter and Cuter n&Yal .... t. 
A limllOd and oound program in tbia direction would be good lnour­

anco and !"ould provonl tho acattering or ongineeri!'.l and deoign talent tbald ~ntiallo the dovelopmoDtol auperior milil&l)' malhiel. 
We muat D?t, lib france, rely upon a •ul m- of ftl'Oh""""" oboo­
leto mathW or,. like England and ounoel•eo, upon our ability 10 
produoa and labncate h'!&" quanti tie& or tho b.WC raw materialt. 

Many or our mdunneo, particularlY, e.grioulture,. will be greatJy 
dopcudont upon t.be e:xwnt or our foreign trade, whtch ln .tnm, wilJ dopond upon tho policieo wo adopt with ""'Pool to l~nd·leaoe and 
rcbabilila.lon. Such programs are now ao huge lbat thcir oudd011 
.. 
tennin»no.tmayti,on would ~·• ~rious olfecl4 upon important ~rta or our &nd theu maanten&nce consuun.et a mO&L ee:rioul burden 
natural~,:~~~' and, in oome ...... a oerioua drain upon limited 

prosramo obould be determined 
made known 10 induolry 

be made 10 reduce th•• o<Mtlla> o<ar 
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plan by which we weu loreed in the ~wentieo to pay oxorbita!4} pri.:., lor Nbber at tha oame time lha~ we wore being called lh.rlodui m lho Eoglioh p,.... lor roque&tiog repaymoot ol war loana which we 
lad mode w England. • • . . . . • . hlt.tntiOD ahoUJd alto be IJ1VOn W ~he J)OIIIbili~Y O( aeQIUMIIg nght& in tho dcpoai'!' ol Br!tiah-ownod reaou...oa 91 nickol, 0911pcr, t.i!l and 
iron in oou.utr~ca out&1do Euj!land, lnd tho r~ght w rece!•• ma~neoo 
!rom n ..... a alter tho war In re~urn lor lend-loaso artioloa lurilished 
to it. DOW. 

uaoa 
No buainOII can dewrmino tho COflt or ita produeta, and 00118&­

~uenlly tho aellinj! price, until i~ knowe tho oonditione under which lAbor c~n be obtamcd, booauso tho coat or labor conati~uteo a large 
portion ol tho coot ol production. During the war, \he ooet ol living, 
particularly tho coat or lood and clothing, f()eO VfiZY much above tlio 
levola provailiog in pe-limo, and labor naturally wed lor iner ..... to oompen .. to it. Tho inor...,. that wore obtained dift'ored with 
dilf .... nt trodoo and with dift'erent seet.iona or the oounLry. Aloo, the actual worklng time wu greatly inercued in moat war industries, 
with paymon~ or overtime lor work in o)IC<lell or 40 houre per week, and a conaeque.nL inereaeo in the total wago or ••take-.bome'' per week. 

The return w peacetime O!'"rot.ions will require IDIDJ' wap adjuat­
meniA. Buain,.. muat be Ia.,. w I~ bu~ labor will ba.-. to tue a 
realistic vi<>w or the oituation. Specincally, i~ muat undere~d lhe 
imporUDoe w labor of otabwing workina oonditiooa i.o a manner 
tha~ will permit in........OO production and a widoo~road dilt.ribution 
to labor ol the articleo _produced. In wartime, additio.oal labor ooata 
are abeorbod by tho Oovernment. In po"""time1 lhcy have to be talten out or profita o.c.added to pricoo. MMy mdua~rl• will nol 
Ia'" a ouftlcient pro~ and will DO~ be able W inoreaoe s·._ and atill ..U lheir produeta m competition wilh other ~ucla · similar want&. A demand for W. much in euch an JDdu&t'7 wo 
limply r01ult in closing lllo planta. 

Much wiU depend upon tho eourago and ability of lcadonlhip in labor. l<1bor loadlllll will find i~ difficult to walk tho tigb~rope of 
~lling tho bet~ term& poaaible for their membere and AI the aame 
tune take a realinic approach to lard !acta, often made more diJiicul~ by_IKk ol control over UWr memboro lOCI by fear of raida by rival 
WUOIII. 

Tho great pins wbieb labor hu made must not be imporilod. But labor,liko business, mus~ racognize and fu\IDI ito obligations w I!OCio~y. 
Tho Altarnalive is Oovernmont regulation. The <fooiaioo rcata with labor. 

T!>• pro~lems facing labor leadorahip are further complicated by 
lho illduat'!al ~made u a rooult of war activitieo in d .. cloping 
new ma~ ~new pt"Cc•ec 1b.ia means either l.U" aome ol lh•. ~t. un1001 Wlll have to make new dewminationa of their ooverol ~~~•ont and tho C()Dditlona under wbicb they work, or lhA~ they 
will 1na~t upon acontinullllco ol the proaon~ situation. The la~w 
~uno, l!'btany lDitoncoe, would rctUit in jurisdictional dioput.oo, 
~~ ol~·"Y ebvon the lailuro to obtain production ol new arlicleo or d ar\1cloo 1 cbeapor means. 

U.'VIl6TIOATJO!'I Or TB1l NATIONAL D~nNBI PBOOIWl 15 erw. ~ituation will be oepociaDy acute in lllo houaing indua!rJ where 
prefabryet!IOD an<! lho '!"' O( 110W materials have 1D o~portuhlty to 
revoluuonuo hOUIIIlg, w11h the rooult tha~ every worker ID tho United Sta~ would hav~ an oppo"'!nitT. to have improved bouaing lor his !amily., ro dO t.bi&, hOWOVU, I~WIIJ beo ..... aryto roviaeatmeruunio­
!PaJ bu1lding eodce and aome o! tho condition• under which we build­
mil ~ .. opere:.. lf poae!ble, auch roviaion abould be modo by tho bWlding tradeo, themaelveo, ao aa w protect aD lhe rigbta of labor and 
at the aame time, to enable them and aD other laboren w lave ~U,: 
houaing. lf p~ aloog lllooe lie .. can be mode, houain« can bo­come a great wdua!rJ, particularly U!clul in providing joba during lho 
period of convoroion !rom wartime induatry to peacatimo production. 

PUBLIC WORKS PROGRAM 

n is alto import&n~ tha~ tho State and '-1 govoromtoto si•e con­
sideration now to P"'l!l"''' for tho -lion o! poblio wo.b aucb 
aa highwayo, aehoola tlum clearance, and -or and waw projocla. Tbeao protoot& are ol aeoondary importonoe when compared to those 
or privato mdustry for tl1o production or oonaumor goodl. Tbo lAtter are ooeonlial oo a sound economy, bu~ public works projocto,lf planned 
now, can be undertaken immechately aCt.er the t.ermiu.ation or tht war. and would proride cuabion joba until pri"to indualry is able to ge~ 
inw production. 

• 

Regraded Unclassified



Fred Seith 

'l'he SeoretaJ')' 

In ooMeoUon v1 tb 11f1 ap .. ob tor No'f .. b er 18Ul before 

the A4'ferUe1ftC Qsooup , I bau noUoed in the l ae1i t.- da71 

pagee and pag" ot ad'ferUe.iJIC ot the Betbleb .. 81ieel 

ad'fer\ieinc that Ule7 ba'fe buil 1i a Deetro7er Eeoo~ 1n 25 

4&7• · It would be in1ier .. unc to lulov ~at, lt M7tllinc, 
t heJ ' U done at the plant Where We n .. tro,er, Ule ReJ'IIOlde, 

wae built. It wae bulU at the Be1ibllb-aingbu Sh1p7&ft, 

K7 eugee\ion 1a that ve und eomebod.Y tl'o111 War Bonde up to 

the Bethleb-Hingbu Plant toiiOJ'l"'V &nd eee vbat, it anJthln&, 

thq1 u done to inton the wo11tere abou1i W e plant' • 25-4&7 

reool'll. Rue Ulq 4Dne a111tllinc to adur\iee to the vol'ttere? 

Or ie U Jl&U that 1iba7 bau talt• Ule" pace• ln Ule neva­

pap..,., It 1011 thlnk veU ot the i dea, pleaee do eomethlnc 

abou1i i1i to•l"ftv. ~ -w ~ ~ ~ 

-~ _L ~ ... ·H ~ c. ./ ,. 7 . ~ -- ~ lhl(fl• ~..,., - ,r ~· -
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• lo ...... '· l"J 

,. .. .... r.l~·· 
l _, JOIIl to Dow ._, l:llo !'roa-r 

,.,......, le OMo eeat• 4oo~ ...,...aaUYo 
of a. .-oi'Dite _. ,.btoUo oeoperauoa 41e ­
plaro& tiT tllo O.taoor Z.... '" la M~ to ..- t11o,.. ... a.oea, •• .,...to_. flnaiolal 
_.orto11rta1 of all U., u .. , • ..._.. -oo••· 

l MilO ,_ •111 .. ..., to tho ..... " f/1 
JOur l ... atrJ., daoore •u• fW l:llolr ..,._. 
-~~~ la llil"llllllaa .............. .... 
th1'011.,. tbo lllpOrtut ..atu of OUtloor 
MYortllllll• 

llaoore11, 

(llpel) Jl. Mt wt! , h 

.... 1. 1. ,.1._, h'oei4011t 
O.Woor Mftrtll181 .u-laUOII 

OfMI= fo .... • .... , ... , ...... , .. 
•s 
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Dear Ill'. a..ble a 

'l'ba' •• )1'4 War&.. Drt•e wu 111oh a 
ovh'-41• aeoe .. h ,... tn 110 -.11 pan to 
wba t ovr n 81"' ~ 1o 'lr7 tar .. larpet 
.... ruea. eaiiiiPAlp Gao -14 hae nor HOD. 

On«1' ,.. ........... ,., ~ ot PI'O-
.u .. llelee11 te aoUoeol. IUI4 loool .. nrtlHr .. 
1bo Yortae .ala, a&wrUilal opeo1e .. Old U. 
o4nrtto1al proteeeloa ta llftOral. 

lbrollah ,.., I wul4 Ukll to exproeo te 1bo 
MnrUolnl apaoloo ot AMrtoo ., 4oep Old 
llnHro opproo1o ttoa tor b liiiPOrton t port U.7 
plafo4 tn tad. • lftd 11114ertoklol. 

... fteU.S.e ....,la 
Mll'leea Aeeoc•• ea ot 

A4ftrtli6111 AIOaot .. 
qo .. al .. toa ...... 
••• rork, ..,.. York 

•s 

ataeerol7, 

~) II. Ynaw:! , lr 
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Dl ar Ill'. 'Prlpp 1 

t -14 lUI8 .......... ,.., ... t:aarwp 
rou k \til AlUM ... ...,.. Os all -. " .,.., 
4all7 ..... ._,, - .......... .,..,. .... 4Jftela-
.... fv' tbllr ts lnACU ....... la .. ,.. War 
Loaa Drtwo, la U.lr ...,.rua ... -·· _. Hl-t orlal eol-e. 

..... label 11 a re-• of tllle .. , •lf 
a .. epape-, bla' all Mtrlo .. .., woll bo JINUI. 

liBIONlJ", 

(etpM) H . .Mo,..et~than, J1 

........ "" .. ..... ...... ... ...,. .. 
ll.lll ...... Y-* ., 
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Dear*'· ••••• 
I -u Ub te _,... •• , tmw- ,.., .. 

uep 4,.....latlea ot a. ftoo..., Da..,.._, tflr 
•• elnUt .-.--. .... _.-. ~ .... 
, , ••• ot aa•-.1 .... ,.. .... u ... -u~ 
IB .. loW ,.. liar a.. lftW. 

t..:.z.. ftlla ~a~Wt•• ft••M'• et Ua 111M la all 
..,..~ -u .. , ...... p ....... Wlfbwt - ..... 
,..u.c .awrttlll.aa ... ..-u •. ftla beaYleat 
........... ot .u •• .. , w• u. _. ..... ._ 
lou aa"ed lllllftnt•N .... aUUIM • .,.., 
.......... ,.. ................. •u.a• . 

I • ~. lfttetlll ftlr .. 'ftW ... 

~~::-·~ .. =·~· ..... -- ...... ~ .. la *• _._ 
...... 11. 

(Ws ') II. M uun 4 Jr. 
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Deu .... llllbt ... a 

ftle -•• of b ,.. Wu a.. ...... 
ta .. .-11 part tel taw qaaU" of l h ..-uoe, 
wbtola fOil •4 b people of,_, .... , IMlpo& 
tel fo .... 

J -u uu to .......... ,.., .. I"'f-•, 
.., uop appNol&Uoo tor 11lte •alaable &1111._ .. 
... ..._,..tel Ulo !I"'a..,- Depa..-at . tll&t ate 
uete'-Mio wa• 1"0114ei"'4 wttbout ....... ..U• n 
enn eoN _._., •4 J !lope J1U wtU eon.., 
.., elnooi"' ...Ue to all wbo partlllpate4 tn 11111 
.... , aa.rtaiU.q. 

llMIZ'Il.J', 

~) B . MOT'J!'!bt loaa, J r 

.... ..,.... .. bl ... 
y ...... - ..... ... . ..,.at ..... .. 
11w Yoll1l, ... Yoll1l 

., 
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lot lhr 5, ~) 

Dear a-. Clr~l 

!be -•• ot *' )1'4 War LDea wu -
lA 110 e-.11 part - Ule q~aaUtr ot 1h ps Uoe, 
wbllll ,... -~~ - people fit ,.... .... ., lilll ... 
w ...... 

l -14 11b - l:llllftll .. ,... .. ",..'· 
rq teep .., ...... Uoe r.r 11111 • .,at .. bt. • ullle '-" 
N ... NC to 'be '"••17 Dlllal'tlllll, , .. , tie 
... 11 ..... , ....... ree wuta .. , ........... u 
..,,. •" -'-a•, 11114 l ~~ope rou '11'111 eon•:r 
rq lllUlN tll&ake - all no parUo1paM4 ln Ull. 1 
.... , .... rtakl ... . 

..... '· ..... ...... "" '" .... , =, .... It ..... :r... 
Z.dactftA..a .. ... ''*• ... , ... . , 

11nMrel:r, 

( ...... ) R. lfe:ji&i" , Jr 
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• 

SitU' Ill'. 0.1'1'1pa I 

!be .uMeta ot the Jl'll Wu LDMI ... a. 
la ao IMll ,.rt to tbe q~~all'J' ot ltt p-Uoa, 
wbltll,.. a4 U. people ot JGV .... , belpe4 
M hrp. 

J -u lUll to •liP"•• to JCN bntwe, 
., ... P qpnoiaUn t or tble Yaluble ... 11'-• 
nll4ei'H to VIe .,... • ...., h p.,...,. !bat tbh 
ateltt&IIM ••• nll4eft4 wtth011t lbai'P .U. • U 
nan aon aoaonto••• all4 J hope JOU wlU _.,., 
., o1 ... ra tlwtu to all 1lbo parUelpatea 111 till • 
..... , .... rtakl ••• 

llaoenlJ, 

,..._.) II. M ....... lr . 

... -" Clerrl ... -..&,_., ......... 
ADert fi !r IIMtbel' W, JM. 

1)1 ...... ·--·· lnlertr, lewlertr 
., 
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• Jlo'ft .... '· 1,_, 

De aJ' llr, LaJIMibe I 

!be n-•• of ttlo Jrd Wu Lo .. Drt.,. wu 
·- 1a 110 ~1 part, I u ..,.., w 'be ql .. b~ 
uolotuM rell4ore4 b ,. ..... .,. _....., -., 
• war Allwrtietac o..eu. 

I wod4 like w \ake ttll1 opper'-1 t1 w 
~ ro. oa .. a~t&ln tor ~• ,.,rteUo an4 1111-
•ltte wol'k *loh 1ou are 4olllc. tour oonoh'•' 
a14 hat _.. 1bo prob~a of war tlnalltt a (!Nd 
4oal tailor \baa U woll14 be wUhCIIl\ , .... 

.... -·-······ ....... rU ... oe-.11, 
fo .... 111114 """ ... , ..... , ... 
•• 

8lnooN11, 

tab , .. Ytl 1 ,r . - - . 

lao. 
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}OO(()!WIDUll FOR THE SECRETARY. 

November 5, 1943. 

Mail Re port 

Everything was very quiet on the correspondence 
front during the past week. The mail was so l ight and 
so much like that of/ receding weeks that there is 
little to report, an only a few quotations from letters 
are at tached. 

There was scattered opposi t ion to the tax proposals 
of the Treasury, and, in general, to hi~her taxes . 
There were a few questions about deduct1ons and refunds , 
but even the postal card campaign endorsing the CIQ tax 
program was dormant . Some 25 writers sug~ested sources 
fo r further revenue , the only new ide&-belng that of a 
heavy tax on the hormone preparat ions ~w purchased by 
many of the well-to-do who are advancing in years: 

In the Bond mail questions as to procedures ran as 
usual, but suggestions for increasi ng sales and com~laints 
about delays dropped sharply. The SO reports of fa1lure 
to receive interest when due, though above normal, repre­
sents only halt the nlllli>er received last week. Complalnta 
f rom personnel of the War Department fell to 20, the 
lowest figure for many months. Also, the number of Bonds 
submitted for redemption -- 46 in all -- was less than 
returns for some time . 

The general mail contained a few unfavorable ref er­
ences to the Secretary's trip abroad. There were 7 pro­
tests, all transmitted by Congressmen, against the Salary 
Stabilization Amendment . The few comments on the Bankhead 
Advertising Bill were evenly divided as to approval and 
disapproval. There were 1 or 2 letters opposing the pro­
posal to increase postal rates. This week we had only 2 
applications for the position of top flight salesman in 
the Sicilian area. There were numerous communications 
about the census of foreign-owned property, largely 
routine but a f ew protesting its necessity or usefulness. 
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Wemorandum for the Secretary. November 5, 1943. 

During October we received 506 communications 
from the White House, of which 230 were acknowledged 
in this office . This is the highest figure of ~nthly 
receipts except for that of October 1942, when the 
Whi te House sent 1,128 for handling here. The receipts 
of t his month includ~d a number of the postal cards 
advocating the cro tax program. 
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General Comments 

S. J . LaDue, White Ice Cream Company, Minot, N.D. 
We live in a section where the Farmers ' Union is very 
strong, and we have Government financed creameries, 
grocery and general stor es, poultry plants , lumber 
yards, and even und ertaking parlors , all financed by 
cheap Government loans, either directly or through 
the famous (or infamous) Land O'Laksa organization 
with home offic e at Minneapolis, Minn. * • • There is 
now a Co-operative Creamery here called the Equity 
Cooperative Creamery, with headquarters at Aberdeen, .• 
S. D. The Govemment made a loan on this plant and 
the one at Jamestown, N. D. for, in our op1nion, more 
than the c9st or replacement cost of the plants . * • 
Now comes the Minot Farmers' Union which financed 
either directly or indirectly through Governmental 
agencies, proposes to start another co-operative 
creamery in tfiis city. They are trying to put out the 
Equity Union local creamery, but failing to do this, 
announce their intention to either buy out , if they can, 
some local creamery, or else start a new one . • • • We 
understood that no co-operative would be Government 
financed where there was already a co-operative in the 
field , or where there were already sufflcient privately 
owned creamer ies to handle all the buslness in any . 
given territory. • • • To us there seems no justice or 
fairness in loaning Government Jr.oney to set 1:.11! co-
operatives in any line of business , up to 10~, which 
you as a banker would not consider for a minute, and 
at rates l ower th·an private business can command. • • • 
To add injustice to injustice, these co-operative 
corporations are exempt f rom Federal taxes : Why should 
they be tax-exempt? Wore and more such organizations, 
Government spawned, are being formed . And the Federal 
Government loses more and more taxes and helps put out 
of business the co-operatives' competitors, most of which 
pay a double tax, first on the corporation, and again 
on the dividends paid the stockholder. Out of the non­
taxable profits of the co-operative , a very nice dividend 
can be paid the stockholders, and a fine showing made 
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to the stockholders , while the corporation, after pay­
ing income taxes , may have no net profits with which 
to pay its stockholders dividends. ***The Government 
is losing and bas lost mon~ on loans to co-operatives , 
and is losing taxes and will continue to lose taxes in 
greater and greater amounts unless the laws are changed 
and the Governcental a~encies quit loaning money on a 
basis not consistent w1th sound banking practices . 

Copy of telegram sent to the President by A. N. Spanel, 
International Latex Corporation, N.Y. C. ***In this 
morning's Herald Tribune ~rk Sullivan hits a new all­
time journalistic low. He viciously slaps at every 
freedom loving American and his sons who are fighting 
and dying in the cause of human f reedom everywhere. 
* .**It is the more vicious because be snares the 
reader with a disarmine and engaging backyard nature 
story that will no doubt be reprinted in full by the 
Goebbels and Tojos whose present line Sullivan sneak­
punches over on his fellow Americans. I t is our under­
standing that many columnists are syndicated to official 
service publications that go to ·our fighting men. If 
so, this morale destroyer column should either be killed 
or publicly branded for what it is. * * * 

Congressman Albert E. Carter (California) forwards a 
letter be has received from the E. B. Field Company, 
(Real Estate - Insurance) Oakland , Calif. , which reads 
as follows: May I add ~ protest to the many others 
which you undoubtedly are receiving to the ruling of 
the Treasury Department l imiting the income of com­
mission salesmen. I am an Industry Wember of the 
Regional War Labor Board, so I am thoroughly familiar 
with the President's Executive Orders, and the only 
order which would apply to this would be 19250, Oct. 3, 
1942, which limits only the percentage that can be 
paid. Therefore , the Treasury Department ruling aeans 
that they are planning on collecting additional t ax, 
which is unauthorized. It is my belief that Congr ess 
is the tax-making body, and the only one. I will giTe 
you an example of the unfai rness of this . One of mJ 
salesmen waa ill half of 1942 and his earnings were 
small . This year he is i n good health and will double 
his earnings. • • * 
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Favorable Comments ~ Bonde 

Ralph w. Wright , Director of Music , Indianapol is ScQools , 
Indianapolis, Ind. May I commend you for the pro~ram, 
as a part of your Department, in promoting communlty 
singing . In the Indianapolis Schools, we distributed 
the song sheets, "Songs for the Home Front", at the 
beginning of school in September. The heartiest re­
sponse from the pupils in the singing of these songs 
was apparent from the beginning. We considered the 
singing of these songs a project in morale building, as 
well as one of stimulating the sale of Sta,s and Bonds. 
The response in the purchase of Stamps and ends in our 
schools speaks well for the stimulus given through the 
singing of these songs . In September, the pupils of our 
schools purchased many times the amount of Stamps and 
Bonds that they did a year ago . * * * I believe the 
program which you established through Wr . Augustus Zanzig 
gave the original impetus which has resulted in the in­
creased purchase of Stamps and Bonde. * * * 
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Unfavorable Comments on Bonds 

Gardner Campbell, Wakefie ld Dail~ I tem, Wakefield, 
Mass. (Let ter dated Oc tober 28 . ) On October 5 we 
wrote to you asking if there were available any mat s 
which could be used for general War Bond advertising, 
excluding any that were issued for the Second or Third 
War Loans , as we already have used those . We expl ained 
that we have a solicitor who is trying to put out a 
series of at least 26 pages to be sponsored by 75 or 
more merchants a.nd industrialists in Wakefield, .!lass . 
We have had no reply. Sometime ago we complained be­
cause the Treasury was wasting paper and mats in send­
ing out certain kinds of publicity to the press wi thout 
knowing whe ther or not the newspapers could use it -­
ours being one. We received a reply that it was not 
the intent to waste the people's money and that if we 
didn't want the stuff, it would be suspended . It has 
continued to come along -- just as we expected . Now 
when we really want something we could use and which 
would be of benefit to the Government , we get no r eply 
to an inquiry. * * * 
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Unfavorable Comments ~ Taxation 

Mrs. M. J . Gaines, LaJunta, Colorado. Enclosed is a 
certified copy of Otero County expenditures for Sept. 
Specially ~rked in the list are the amounts which the 
county pays to the Treasury as the withholding tax of 
their various employees, Is this legal to pay out of 
county funds these taxes for their employees? Crowley 
to the north of us does not; neither does Pueblo nor 
Bent. * * * It is not fair to the small taxpayer, who 
in many instances has smaller incomes than those re­
ceived by county employees , to have to pay these addi­
tional taxes as well as their own. If the county has 
a surplus of funds, then why are not the taxpayer s 
benefited by lower assessments or lower rates of taxa­
tion? It is a most unfair practice and though I am a 
Republican, and al l the employees of the county are alao, 
I thought it best to have your decision on it. Man7 
people are greatly incensed over t he situation. Comments 
have been made in various papers . . 

C. T. Sears, Springfield, Miss. I am interested to 
learn what we low income taxpayers are entitled to, and 
will get in the way of cash ref unds from your Department, 
from this combination of Victory tax and Income tax 
deductions from our daily wages. I happen to be a build­
ing tradesman, namely a painter, and our seale of wages 
here is no higher now than in 1928-29-30, and the cost 
of living then did not begin to equal the out of reason 
hi gh cost of living at present, Jet we are unable to get 
higher wages because of the Lit e Steel Formula, and 
the War Labor Board . We are deprived of ability to pur­
chase necessary and accustomed amounts of food items and 
meat, that has always made up our daily diet, by O. P.A. 
* * * Before the 20% deductions went into effect I could 
save a few dollars for a rainy day, but now it takes all 
~ wages for existence and clothin~, high rents, etc. 
Yet to the present date the deduct1ons made from ~ 
wagea at the 20% rat e have exceeded more than what ~ 

' 
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actual net income tax for a year would be after taking 
the deductions allowed by law. What I want to know 
is the Government going to actually keep these surplus 
wages of mine that I have worked hard for? *** If 
this be true, then in rq opinion there is no further 
need for one to continue working for wages he earns 
and does not get . ~ ~ ~ 

Stanley Switlik, Switlik Parachute Company, Trenton, N.J. 
~ ~ ~ The writer has a contract as Consulting Engineer 
to a parachute company in Canada, under the terms of 
which he is to receive $2. 00 per parachute. The contract 
was made offering rq name and knowledge to help fol'lll a 
oarachute factory, and using rq advice, for a period of 
three years. The firs t year I received around $20, 000. 
*~~This money was de~osited to the writer's account 
in Canada; however, it 1s frozen there, and cannot be 
forwarded to me in this country. Yet I must pay income 
taxes to the United States Treasury on the basis of the 
income recei ved in Canada. I am in the high br ackets, 
viz. 6% income, 82% surtax , and 5% Victory Tax -- which 
total 93%; and therefore on deposit of $20,000 I must 
pay $18, 600.00 in United States currency for taxes, al­
though everything is tied up in a foreign country. wy 
contract expires this month, and I was approached by 
the same concern to accept it on the same basis as 
previously. I refused, as there is no incentive for me 
to sign a contract for practically no compensation at all. 
It would not be so bad if I could bring this money into 
this country and use it , but as it is, I must tie up 
93% of Drf funds here for whatever stays in a foreign 
country. I was approached by some other foreign govern­
menta for advioe and help in organizing parachute 
factories; however , instead of making anything, it would 
actually cost me money to tie DrfSelf to such contracts, 
and therefore I refused these also. I know of quite a 
few other individuals and concerns who are in the same 
position. I would therefore s~ggest that income for 
royalties and services performed in foreign countries 
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be separated from general income, and taxed on a 
di f ferent basi s , say 50% of the regular income . This 
would provide some i ncentive for a man to go out and 
sell hi s foreign services; and in ~ estimation the 
more contracts that are thus made by consultants and 
professional men to foreign countries , the more Ameri can 
trade would follow. * * * 
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oo• n · tllrw. 

FEDERAL RESERVE BANK 

OF NEW YO!]( 

November 4, 194). 

!lear llr . seeretary: Attent.im: !!r. H. D. llhite 

I Ill enclosing our compilation !or the ween ended 

Oct<>ber r/1 194), sholling dollar diabJreementa out or t.be 

British Empire 'and French a ccounts at this bank and the meapa 

by which these expenditures were financed . 

Fal thtully yours , 

1•1 L . y;, Knoke 

L . W. Knoke., 
Vice Proaident . 

The Honorable Heney llor genthau, Jr., 
Secretaey ot the Treasury, 
f."a.ahington, D.C. 

Encloeure 
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IDIJr: 

Sam 
Rosenman: 

Hf.!Jr: 

R: 

HMJr: 

R: 

HY.Jr: 

R: 

RMJr: 

R: 

IDIJr: 

R: 

HMJr: 

R: 

HI'.Jr: 

R: 

HI'.Jr: 

R: 

HMJrt 

R: 

IDIJr: 

R: 

67-A. 
November 6, 19~3 
9:55a.m. 

Hello. 

Henry? 

In person. In the :tleah. 

I wanted to say hello. That's all-- and greetings. 

Goodbye. 

Goodbye. 

Hello. 

Yes. 

Row are you? 

All right. Are you :teel1ng al.l right? 

I :teal a little tired but I have a little .•.. 

1·1hy don't you get up to the :tarm :tor a while? 

Well , we thought -- I'm speaking 1n New York on 
the lStb and then I thought I might go up to the 
:tarm then. 

Uh huh. 

How are th1nge by you yet? 

They're al.l right. 

I hope .•.. 

(Aside: In a minute.) 

What? 

Juat a minute
1 

Henry. (Aelde: I got it. 
send 1 t down. 1 

I'll 

Well, when you have a chance :tor goaalp, I'd like 
to 888 you. 

All right, Henry. There' 8 one thing I wanted to 
aek. you about but (A8ide: I'll 8end lt downataira) 
I don't want to bother you ao aoon. You -- sometime 
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HMJr: 
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HMJr: 
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HJI.Jr: 
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l!MJr: 

R: 

RMJr: 

R: 

!DI.rr: 

R: 

HMJr: 

R: 

HMJr: 

R: 
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ago, to Vit : on Auguet 2nd ••.• 

Yeah • 

67-

• .• . the Pree1dent eent over to you With a letter 
a report !rom SI!Xl on the Empire Ordnanoe Company ••.• 

Yee. 

•..• headed by a man by the name ot Cohen •.•. 

'!hat• a right. 

.•.. vho is a tirat ol,a sa .... 

Yea. 

.•• . and the reason it vae tent to you vas that 
there vaa some queetion ot taxee ••.. 

Yeah. 

.... and particularly a tallow involved by the name 
ot Elieha Walker. 

Yeah. 

Now •• • • 

11hat 1 e the name ot that ordnanoe company again' 

llllpire Ordnanoe. 

lap i r e Ordnance, yee. 

!low, Lauob Currie bae sort ot been handling 1t 
here and he' a made aome inquiriee 1n the Internal 
Re•enue • • •. 

Yeah • 

..•. and was told by eome ot the boye there that 
it voul.d be monthe. 

Oh . 

'1'ha t aeema abeurd. 
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Yeah. 

And I was waiting tor you to get back. 

Yeah. 

I know you could Jack them up a little. 

"Aooelerate.1t is the word. 

67- c.. 

Tha t's the word. It 's Just absurd. They ought 
to - - they ought to be able to report by nov. 

Yeah. Well. . .. 

It's more than two monthe. 

I Will -- I will -- I know Lauch Currie 1a 
interested in it but I'll aee what we can do. 

All right, boy. 

Did y~ . .. 

It's sort ot been dumped on my lap. 

Yeah. 

That' s why I' m calling. 

'lhe.t' s all. right. 

I'm Jacking up the Atto r ney General, too. 

Did you ever talk to the Attorney General about 
a man by the name ot Levie? 

No. But he talked to me about it. 

Yeah. 

And some inquiry oame in to Steve .... 

Yeah . 

.... as to whether the Preaident was in it. 

Yea. 
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HMJr: 
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HMJr: 

R: 
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HHJr: 

R: 

HMJr: 

R: 

HMJr: 
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He wasn't . 

WeLl, is anything going to happen? 

From wha t be said, it doesn't seem very l i kely. 

I ·see. 

Everything ' s a very weak caee. 

Uh huh. 

67-

He also said this Empire Ordnance was a weak case. 

Ub huh. 

By God, that's no weak caee, I'll teLl you. 

Oke-doke. I'll get right on 1t. 

When-- Henry, when you have aome time I'd like 
to come over and hear about your trip. 

liell, I've got time anytime. 

Well, what - - you going to be 1n town next week? 

Yeah. 

All right. Well, when would you -- when would you 
be free? 

Well, I'm free Thursday. It sounds silly but I'd 
love to have you Thursday tor lunch. I can't give 
you apple p1e but I can give you .... 

Well, what will you give me? 

Something good. 

Thursday. 

Oat il tat1ah. 

That ' s tine. One o ' clock? 

ThursdaY, one o ' clock. 
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All right. 

I'll l ook torward. 

All right, Henry. 

Good bye. 

67-
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67- F 
November 6, 194 3 
10:00 a.m. 

RMJr: Tell Mr. Sullivan that Judge Rosenman wants to 
know when we're going to have an answer on the 
Dnpire OrMance Company in whioh Mr. Lauch Currie 
and he are both interested. 

Ellen 
Henderson: Empire Ordnance Company? 

HMJr: 

H: 

IIMJr: 

H: 

!!Y.Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

B: 

HMJ'r: 

H: 

Yea. There's a tax oaee against them. 

Judge -- who wants to know? 

Rosenman. 

Rosenman? 

Yea. And Lauch Currie. Who is this? 

lU ss Henderson. 

Oh, you don't know the names? 

No. He' 11 know them. 

You haven't ever heard o! Judge Rosenman? 

No. 

Well , he's the President' a personal counsel. 
Do you know who Lauoh Currie is? 

Well, I've heard o! him but I don't know who he 
i a . 

All right. 

All right, sir. I'll tell him. 

All right. 
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P.JJ.Jr : 

Rllndolph 
Paul: 

HHJ r: 

P: 

HMJr: 

P: 

HJJ.Jr: 

P: 

HMJr: 

P: 

ID4Jr: 

P: 

I!MJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

llovember 6, 1943 
10:09 a.m. 

Would you ~~ve somebody in your organization -­
I should think it would be Surrey --prepare tor 
me so I could have it lf possible not later than 
Tuesday morning, J.!onday afternoon preferred •. .. 

Yeah. 

•••• the arguments which have been put up ln the 
Ways and Heans Committee against the various 
Treasury proposals. I mean, in other words, if 
I was preparing tor a rebuttal •... 

We already have a memorandum on that. We can 
perhaps boil it down. 

Can you? 

Yea. 

Well , could I. . . . 

It ' s a sort or a r ebuttal argument •... 

That's what I •... 

• . . . on all the arguments made. 

Tha t ' s Just whet I want . 

Well , we have it all done bu t we probably ought 
to boil lt down and put it in a little less 
technical shape. 

And would you get it into the hands of ?red Smith 
as soon as possible? 

Yeah. ~e can give him the present one no~ lf he 
wants to ~ork on it over t he week- end. 

Would you do that? 

And then we 'll have another mora revised edition 
l4onday. 

If you pl ease. 

All rlgbt. Are you in the office today? 

This morning. 
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Oh, I see. I'm up nov at the Committee: 

Right. 

Okay. 

HMJr: Thank you • 

• 
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HMJr: 

John L. 
Sullivan: 

!!MJr: 

s: 

!!MJr: 

S: 

!!MJ r : 

S: 

!!MJr: 

S: 

IIJI.Jr: 

S: 

HJ.!Jr: 

5: 

HMJrl 

B: 

69~A 
lfovember 6, 194 3 
11:00 a.m. 

Hello. 

Good morning, l~r . Secretary. 

Good morning , John. 

In view - - in reeponae t o your inquiry about 
Empire Ordnance .... 

Yeah. 

...• the SEC, abou t tvo years ago, was asked by '' 
the President to make a confidential i nvestigation. 
We bad already sent our tiles to the Field. Tbe 
SEC asked us to atop. They 41dn' t want tvo investi­
gations going on at the same time. Last August ve 
received a copy ot the SEC report ... . 

Yeah. 

• ... wh1oh wa s mostly conclusions and rumors and not 
very helpful. 

Yeah. 

We started i mmediately bu t had t o start anew and 
trash. We've had men vork.1ng 1n New York on it 
ever since last Augus t. We have a man i n Chicago 
working on it. We have further i nvestigations to 
conduct 1n Philadelphia, Pi ttaburgh and DaJ.laa. 

Uh hub. 

There' a one Ccngreaaman who is involved and how 
deeply we a.re not yet sure. 

Well , how long would it taltet That' a what Judge 
Rosenman wants . •.. 

It looks l ike at least tour months. 

My God. 

Mooney tells me that i t's ae complicated as the 
Annenberg Case. 

Regraded Unclassified



_____ __,_ 

HMJr: 

s: 
· HHJr: 

S: 

HJ.!Jr: 

S: 

Hl!Jr: 

8: 

!!MJr: 

s: 

69- e, 
- 2-

Could you -- can you put any or this in writing? 
I mean to give Rosenman. 

I'll send you a memorandum right away. 

No hurry. He's coming Thursday and if I could 
have it Monday I ' ll take 1t up with him Thursday 
at lunch. 

Certainly. Do you think I should put in the 
memorandum that this Congressman la invol ved? 
We don't know yet how deeply. 

I don't think eo. 

I th1nk not. 

No. 

Right . 

Okay. 

Thank you. 
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Wh1 te: 

HMJr: 

W: 

Hl{Jr: 

W: 

HMJr: 

W: 

Hl~Jr: 

HMJr: 

If: 

HMJr: 

'1/ : 

HMJr: 

W: 

HMJr: 

Hello. 

November 6, 194} 
11:25 a.m. 

Hello . Have you go t a pencil? 

Yes, I have. 

Well , I ' ve had two chances 
the President about the 
on Lend-lease military. 

Right. 

yesterday to talk to 
cutting out the French 

And be said please to pursue it. He'd like us 
to go through Vi th i t. 

Well , who - - that, I auppoae t hen the next step 
would be for Crowley to call them in, wouldn' t i t? 
And tell them from nov on-- isn't that his baili­
wick? 

I should think eo. 

I mean . . .. 

Well, we can write a letter to Crowley reco~~cnding 
thi s and say I have spoken to the Pr esident about 
1 t. !low, l et me .•.. 

Well, that would be the -- that would be t he bet t er 
way since, supposedly, Crowley should get his 
instructions wi~ respect to the ability to pay 
trom us. 

Yeah. 

From then on 1 t becomes hi a respons1b1li ty . 

Yeah. Now, let me tell you what happened. You 
know how anxious you and I were to play ball w1 th 
Crowley? 

That ' s right. 

Well, last night the President said to me, •oh , by 
the way, Henry,• he enid, •crowley and Jimmy Byrnes 
stayed after Cabinet and Crowley brought up the 
question about the English balances.• 
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Yeah. 

And he said -- the President said, •r told Crowley 
that -- to keep them aa they were, not to let them 
get any higher. 11 Well -- so I said, "Well, it ' a 
runny that I was in Cabinet and Crowley didn't ask 
me, or something, to be there.• So the President 
said, "l~ell, Crowley said that you were in agreement 
with him.• 

Yeah. 

But the poi nt that I'm making is: You and I lean 
over backwards to play ball. 

Yeah, I know bow you feel. 

But he and Jimmy Byrnes ge t to see the President 
and leave me outside. 

Yeah. 

And, attar all, let'e go back when Crowley was 
fighting me to ge t control of Foreign Funds, you 
remember? And Jimmy Byrnes sided with him, too . 

Well, I think then the thing to do i e to do it 
through the mail !rom now on. 

llh - - I'd like to give hh a 11 ttle more rope. 

Yeah. 

I don 't want you to tell this to a nybody. I'd 
Just like to see what he doea. See? 

Yeah. Well, the next -- I called him up again 
yesterday about preparing the materials .. . . 

Yeah . 

•.. . and they're not quite r eady on it. They' r e 
going through their various .... 

No , don 't -- don't tell this to anybody but I'd 
like to gi ve him a little more rope. 

Yeah. 

It Just . ..• 
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All r ight, I '11 do th& t. 

See? You sound awtul siok. 

No, it 's just - - I'm no t eiok. It's Just cold 
and I ' m going to ,tay home. I've go t a lot o f 
work anyway that I can't do in the office and 
I'd rather stay home. 

All right. 

l!aven ' t been out. 

But Crowley -- evi dently he ' s going to back- talk 
me just the way Jimmy Byrnes does. 

Yeah. or course - - did he stay after Just to see 
the President .• . . 

l!e -- he .. .. 

.. .. on that poi nt? 

.. •. after - - t hat I don 't know - - but after 
Cabinet when he - - t hs Pr esident came to Crowley, 
Crowle~ comes to Cabi ne t now, and the President 
said, !!ave you go t anything, Leo?" And he ea id 
I ' d like t o s t ay behind with Jimmy Byrnes and 
t a lk to you about a matter.• Now all I know ie 
that after supper the President told me that he 
had talked a bout how much the English balances 
should be. 

Well , ot course, aa it ia, the instructions - -
the intor::ation that you sot trcm the President 
is not clear. What does he mean? Tha t he vould 
like to kdep them at thei r present level and no t . ... 

Yeah. 

•. .. raise them? 

Present level. 

Doee he know that that's higher than his instruc­
tions? 

I'm not ... . 

I mean all that might not have been explained to 
him. 
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I'm sure 1t wasn 't. But her e's the thing that I 
want -- the seed t hat I want to plant in your 
mind. I 1<ouldn 1 t hold lt beyond those people at 
all to tell Congress, ·~lell, the Treasury d1dn 1 t 
tell us-- give ue t he red signal. It was up to 
the Treasury. 11 Now , how good is our record in 
the last si x months to t ry to keep t hese balances 
down? 

Well, our .. . . 

How good is our written record? 

Our written record 1e not -- is not good because 
we have been operating orally. 

Well, I think what you'd better do ie to give me 
a vrltten - - have prepared a written record ot 
what's happened since the President signed that 
thing. 

;. All right . 

Now, with the idea that I may want to sign it -­
jus t the way I cleaned up that mess the way Paul 
lef t it on Foreign Funds va. Stettinius -- you see? 

Yeah. 

I cleaned up that record. 

Yeah. 

Now, I think what you ought to do 1& to ·pu t some­
bod1 to work, s tart 1ng W1 th the time that t he 
President signed it: What have we done to tr y to 
keep the English balances down? 

Yeah. Well, we've got minutes or our meetings 
and i n the minutes or our meeti ngs, our record ie 
clear. 

Well, I would build up ••.. 

We haven't sent any l e t t ers or anything like that . 

Well , I' d bui ld that into a letter. 

Yeah. 
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And then we could say, •Now, my patience ia 
exhausted. During the six or eight months we 
have tri ed to do t his thing and, theref ore, I 
feel it ie enc~mbent upon me to sum up and make 
a definite r ecommendati on.• 

Yes, we can do that. 
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OtheM<ise , these people may perfectly well go up 
on the Hi ll and say, "Well, we look t o the Treasury. 
It was up to the Treasury to tell us when i t go t 
too high. • · 

Yeah. Well, we can have something-- it's there 
if you want it. You can look at 1t and see what 
you want to do w1 th 1 t . 

Don't you •h1nk that's a good idea? 

Well, I do think that from now on we had better 
operate alone. I mean we've go t to operate as 
though - - whatever we do I think rrom now on we 
ought to do by letters. 

I agree. Save a lot or conf erences. 

That ' s right. 

Okay. Take care of yourself. 

All right. Thank you. 
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. ... on the Argentinean thing? 

November 6 , 19~3 
12:~3 p. m . 

No t very much. 
1 ts way to you. 
$~ 30, 000. 

There ' s a memorandum that is on 
Yesterday t her e was approximately 

Well , why don ' t you give me a l etter to write to 
Stett inius which I could sign Monday morningf 

I will do t hat. 

And bringing up to da t e wl'>.at' s happened. 

Right. We had one yesterday. I take it you didn't 
want 1:o send that one. 

It never caoe to me. 

Well, Paul gave it to you at the 9 : 30 meeting didn 't 
he? 

I don ' t .... 

He told me tha t he had given i t to you end you 
decided in view of your conversation t he night 
before with Stettinius .... 

No . •::ell. •• . 

. ... that you didn't wnnt to ser.d it. I'll have 
one .t or you !~onday morning. 

I don't-- Well , anyway, let me have something-­
from the time I wrote him bringing - - covering 
this "'eelt and let me have 1 t Monday a:ornl:1g. 

I Will do ths t. 

Please. 

Right. 
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TRE A SURY DEPARTME NT 

INTI I OffiCI COMMUNICAfiON 

DATE NOV 6 1943 
To Secretary Morgenthau 

FROM Ranliolph Paul 

We have just received from State the attached 
cable, dated November 3, f r om i rmour with regard to the 
reaction by the banking community in Argentina on the 
special blocking of· the Banco de ~rovincia and the 
Banco de la Nacion. ~ 
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FROM : 
TO : 
DATE : 
NUJJBER: 

UOV. 5 RECD 77 
PARAPHRASE OF TELEGRAY RECEIVED 

American Embassy Buenos Ai r es 
Secretary of State, Washington 
November 3, 1943 
2608 

CONFIDENTI AL 

. 
In as much as the banking fraternity i s (not?) 

ful ly informed concerning the extent of Tr easury 
measures, it is st i ll difficult to obtain an accurate 
determination of reaction . During the day , however , 
the following reactions have been obtained. 

1. I t was reoorted by Welch of the City Bank that 
the consensus at a luncheon meeting of Bankers was that 
ed hoc blocking of Nacion and Provinci a would not be 
effective and only result in strengthening the Govern­
ment ' s heJld , 

2 . A so~ewhat chi lly atmosphere in Cent ral Benk 
is r eported by Wilcox of Boston a~nk although offi cipl s 
are marking t 1me and edvising the Government to go sl owly 
with possiol e counter measures . The pos i tion of the bFnk 
vis- e- vis the Government has been complicated by another 
source which appe,rently fee l unkindly t owards the U. S. 

3 . I t is stated by the .• ennger ) f the B~nco Hol andes 
that .,ener::>.l bl ocking ,,:;e under etandt.?l e but t hd· the 
.c~ion t:ken pl~ces Jnbl ocked institutions in an unenviable 
.osition . The Royal Bank of C~&da rEpor ted the same 
rtoaction . 

4 . I t r.as reoorted by the ~enager of Frances Y Rio 
de L~ Plata that he could not understand t.he rction 
although general freezing measures ~ould not nave been 
surprising to him. 

5. I t was stated by a former high government official 
that it wps fe l t by him that the action woul d create 
irritation among groups friendly to us as well as in 
the Government . · 

6. I t was stated by Vlilcox and Wel ch that , in their 
opinion , consideration m1ght be gi ven to some general 
license permitting control s satisfactory to the Tr easury 
but face--saving to the local i nstitutions if a clear- cut 
caee does not exist against the banks . It i s agreed by 
both that a measure of supervision should continue. 
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7. The Embassy was informed to day by the llini ater 
of Finance that full i nformat ion concerning any operation 
r.ould willingly be supplied to Feder al Reserve by the 
Bcnks . 

Tomorrow we will report further r eact i on. 

ARJJOUR 

---.. 

-
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TREASURY DEPARTMENT 

INTER OI'I'ICE COMMUNICATION 

DAT& November 6, 1943 

TO 

... o .. 

secr:::~2enthau 

ur. /m' 
sources of Funds for the 

Fourth war Loan 

(1) The first aoction of this memorandum discusses 
the amount of funds required by the Federal Government for 
the tour-month peri od October 1943 through January 1944. 
Interim sales of securities before the Four th war Loan are 
deduc ted from total requirements , leaving $16 billions to 
be provided through tho Fourth vrar Loan. 

( 2) ~ae second section ~rizoa the sources of 
funds material and outlines the pr oposed $].6 billions goal 
for the Fourth war Loan by classes of investors. This 
total would be divided between $6.7 billions for individuals, 
partnerships, and personal trust accounts , C2 , 5 billions f or 
insurance companies and mutua l savinge banks, and $6 . 8 bil­
lions for corporations, associations, nn~ state and l ocal 
governments . 

(3) The laet section of tho memor andum presents a 
detailed analysis of the sources of funds for Federal bor­
rOWing during the ootober-January per iod . In this section, 
tho &oals for tho verious classes of investors f or the 
Fourth war Loan are developed by refer~~ce to tho liquid 
savings and accumulations of individuals, corporations , and 
governmental accounts during the period. 

A separate memorandum analyzes the l essons of the 
Thir~ War Loan a.nd develops a program for t he Fourth \Var 
Loan. 
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I· Amount of Funds Required 

At the close or the Third war Loan tho working balance 
ot the Treasury waa C20, 6 billions. This represents the 
working balance reported i n the Daily Treasu.ry statement as 
or sept.,ber 30 plus the amount of sales during the Third 
V/ar Loan which wore not reflected in the worki ng balance 
until October. According to present estimates of expendi­
tures and receipts and of tunds to be supplied by interim 
security sales in the next fe" months, tho Treasury will 
have sufficient money to carry it until receipts begin to 
come 1n f rom the Fourth war Loan around the middle of 
Jo.nuary. 

In the four months October 1943 through January 1944, 
it is estimated that financial requirements will aggrega t e 
obout ~5 billions as follows: 

EXpencl1 t ures . ...............•............... 
:t,ess : Receipts . ... .......•... ..•... .... ...• 
Equals: Defi cit .......................... .. 
cash maturities and redemptions!/ .. . ••••.•• 
Total financial requiremen ts •...••••••••••.• 

(In billions 
of dollars) 

33.1 
11.0 
22.1 
3.2 

25 . 3 

The financing or this $25 .~ billions will fall into 
two parts as foll ows: 

1. Interim financing . 
2 . Fourth war Loan. 

Interim financing will provide a tota l of $9 .3 billions , 
through several souroes , as follows: 

!7 This allows tor estimat ed redemptions or savings bonds 
and savings notes and assumes that the December note 
ma turity will be paid off in cash, with the December 
certificate refunded into a n ew issue . 
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continuing sales of aavings bonda, 
october 16 through Dec~~ber 31 ••.. ••. •••••• 

continuing sales of aavings notes, 
Oc t ober 4 through December 31 ..••••.•..•••• 

ootobor bank financing ............. .. . 0 •••••• 

Increases in billa outstanding, 
novor.~ber 12 tbrou'lb January 31 .•• • • . •.•..•• 

Other (mostly special issues to Government 
agencies and trust £unds ) october 1 
through January 31 ••• . ••• • ••.••••••.••. • ••• 

Total . . ... ..... .. .............. . .. . ....... . . . 

(In billiona 
of dollars ) 

2 . 3 

1 . 0 

3 . 2 

1 . 2 

Tho estimates of sales of savings bonds and savings 
notes are baaed on a conti nuation of past trends . 

Tho estimate for increaseD in bills outatanding is booed 
on the assumptions that needed increases in bank rese~ves 
(as a result or tho growth of both currency and bank deposita) 
will be met at least portly by Federal Reserve open-market 
purchases and that increases in Tr easur; bills outstanding 
v1ill be made to facilitate such purchases . For convenience 
it hao been assumed that tho amount of Treasury bills out­
standing 11111 be increased $100 milli ons a week begi nning 
V11th !lovember 12 - - and it has been further assumed that 
such increases will continue indefinitely. The assumption 
or an increase or ~100 mill1ons a week should be viewod as 
an average increase over a period rather than as a preciao 
forecast or action to be taken. In other words , the bill 
program may begin later t han is assumed, but it may also 
reach weekl y increases of 0200 mill ions rather than $100 
millions • .!/ 

In the case of Government agencies and trust runds , it 
bas been assumed that no purchases of securities will be 
made ae a part ot the Four th Y/ar Loan. 

y For a discussion of the question of r equired bank reoerves 
and tho place of the bi ll program see a separate memorBndum 
on this aubjeC>t . onti t led "Current Problema with ReepoC>t to 
ExC>eaa Reserves, Treasury Bille, and Interest Rates", 
dated October 29, 1943 . 
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A total of $9 . 3 bill ions of the required e25 , 3 billions 
will thus bo provided through interim f i nanGing . This 
leaves requirement s of $16. 0 billions to be rai sed through 
the Fourth 1'/ar LOO.n, This would provide a working balance 
of $20. G billions at t he end of the Fourth war LOan or the 
saoe as the balance at the end or the Third Tier LOan. 

This balance would permit the Fifth ~ar Loan to be 
scheduled for about the mi ddle of t.toy , 

II · Summary of sources of ?unds 

I t has been pointed out above t hat the Federal deficit 
f or tho por1od October 1943 through January 1944 is estimated 
o.t : 22 billions . Liquid savings and accumulations on the 
part of tho civilian economy, r epresenting gr oss money i ncomea 
wl:ich are currently received but not spent, are estimated at 
~21 billions dur ing tho period . 

Thia s~larity in ~agnitude between the Federal deficit 
and the no,. liquid accumulations of individuals , corporntions, 
and governmental accounts is the result of a functional 
relationship ,.hich reflects the distribution of production 
and incomes as between the Fedornl Government on the one hand 
and private persons and businesses (including State end l ocal 
governments) on the other . If it were not for certain 
required adjus~ents, the two figures ~ould be identical . 

The produc tion of goods end services generates money 
income to the ful l value of pr oduction . s ome of the produc­
tion is purchased by the Federal Government (most ly for vrar 
F~rposos ) , while the remainder is purchased for private uao . 
Similarl:r, some of the money income generated by production 
~oes to tho Government in the form of taxes , whilo the rest 
remains 1n private banda , At the present time the Federal 
Government is taking about one-half ot current output , 
although taxes are bringing i n only about one-sixth of the 
total incolne gener ated. The d ifference, or about II third or 
the value of total output (or income) , i s equival ent to tho 
Federal deficit . Private businesses and individuals thus 
get only the one-half of current outrat which is not taken 
by the Government, but they ret ain a out five-sixths of tho 
t otal income. The diff erence -- which is again about a 
third or-total output (or income) - - repr esents the l iquid 
surpluses which nre being accumulated in the private sector 
of the economy and is, of course, the counterpart of the 
Federal def ici t . 
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Pr esent estimates of the composition of these liquid 
surpluses (or n ew liquid savings and accumulations) in the 
october-January period are as follows : 

Liquid savings of individuals •••.. •• .•••.••.. 
r~quid cor~orato accumulations •..•...••.... . • 
Liquid accumulations in governmental 

accounts ( ~ederal, state and l ocal) ••.•..•• 
~oto.l liquid savings and accumulations •..• •.• 

(In billions 
of dollars) 

13 . 0 
6 . 2 

1 , 8 
21.0 

In section III of this memorandum the abaorotion of 
theso liquid savin6s through the purchase of Pederal secu­
rities is o.no.lyzed for each class of investor . Also, estimates 
of tho liquidations of Federal securities through cash matu­
rities and redemptions are made for the various investor 
sroupo, since schedules of gr oss sales must include r eplace­
menta for liquidations as well as net absorption of Federal 
oocuritios . 

Table I summarizes sales for oach of these purposes , 
classified by investor groups , and arrives at tho total 
amount of e ross sales scheduled for tho October-January 
f inancing period . This total is 025 . 3 billions, the same, 
or course, as the total financing requirements for the period 
outlined in section I of thi s memorandum . 

86 

Regraded Unclassified



secretary Morgenthau - 6 

Table I . oross Sales of Federal Secur ities s cheduled 
for October- January Financing Period 

by Classes of Investors 

(In billi ons of dollars) 

class of investor 

Indi viduals , partner­
shi ps, and personal 
trust accounts •• . •••.•• 

Insurance companies •.. . .. 
ttutual savings banks .. . •. 
Other corporations and 

associations 1/ •.... . •• 
state and local-govern-

ments . . . . ..... . . . ... .. . 
Federal agencies and 

true t funds •.•.. •• ...•• 
Bank sources .. .. .. .. . . .. . 

Total. .•... • .•. • ... .. . .• • 

:~lacements 
e :"""DUe to : :Total 

: II t : cash : :gr oss 
,absorption : maturi- ,nue to:sales 

of :tieo and:market:sched-
secur lties1rodemp- :sales :uled 

7 . 8 
1.2 

. 5 

4 . 0 

. 5 

1. 4 
6. 7 

22 . 1 

: tiona 

.a .. .. 
2 . 0 

... 
. 4 

3 . 2 

. 3 

. 5 

. 3 

1 . 4 

.1 
- 2. 6 

8 . 9 
1.7 
.a 

7 . 4 

. 5 

1. 5 
4 . 5 

25. 3 

I'Ote : Figures are rounded to nearest tenth of a billion 
and will not necessarily add to totals • 

., Less than $50 millions . 
!/ Includes dealers and br okers. 

Total gross sales schedul ed represent, of course, the 
soal s for t he sales of oeottr1t1es to the various classes of 
investors during the entire October-January financing period . 
In tho analysis in section III of the sources of funds by 
classes of i nvestors, total gr oss sales scheduled are broken 
down as between interim financing and the Fourth war LOan. 
Table II summarizes this information: 
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To.ble II · Goals tor Classes of Investors in October­
January Financif\3 Period Divided Between 
Interim Financing o.nd Fourth war Loan 

(In billions of dollars) 

c lass of invostor 

Individuals, partnerships , and 
personal trust accounts .. • • •• • • 

I.nsuranc o compan1 ea . • .... . . .• .... 
~~tual savings banks . . .. . ....... • 
Other corporations and 

associCitions 1/ ••••.•••• •.. •••• 
state and local- governments • . ••.• 
Federal agencies and trust funds. 

: : TOtll 
Inter1m :F~rth, g ross 

: financing: .var : sales 
Loan :scheduled 

2 . 2 6 . 7 a . 9 
<> 1 . 7 1 . 7 

* .a .a 

1 . 1 6 . 3 7. 4 
i> . 5 . 5 

1.5 1 . 5 
Bank aourcoa •. . . .... .• .. .•..... •• ____ ~~--------------~~-4 . 5 4 . 5 

'!"otal . .. . . ..•••. . . . ...• . .•.•. .. .• 9. 3 16.0 25.3 

Note: Figures are rourided to noCirest tenth or Cl billion 
and v1ill not necessarily Cldd to totals . 

i> Lea a than 050 millions . 
!/ Includes dealers and brokers . 

VC1r1ous alternatives for reaching thsse GOals are dis­
cussed in a separate memorandum entitled "A Program for the 
Fourth \VCir Loan Drive", but the totCil tor the Fourth V/ar Loan 
ought to be essentially the same regardless of which type of 
plan is adopted . In making the estimates, it has been 
assumed that free riding and market switches will be con­
siderably reduced frOill the level of the Third War Loan, by 
eliminating the 2 percent bonds rrom the basket, and substitut­
i ng a 2- l/4 percent bond with the aame r estrictions as the 
2-1/2 percent bonds have had . I f the 2 percent bond should 
be offered, the goals tor corporate inves tors Vli11 pr obCibly 
have to be increased to all ow for greater market liquidations 
and froe riding. 
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III · sources of FUnds Analysis 

This section presents a discussion or the sources of 
funds doto for each or the principal classes or investors . 

1 . Individuals , partnerships , and personal trust 
accounts 

As pointed out above , it i• estimated that liquid savings 
or intlivitluals will amount to about ~1:3 .0 billions 1n the 
cctobor-January financing period . or thio total about i;2 . 6 
b:lliono will be invested in life insurance, savings accounts , 
and dobt repayment , leaving el0 . 4 billions eo the reservoir 
ava~lable for the direct purchase or Federal securities . 
:his co,.parea with e. total of ~.5 billions oo available in 
the first four months of this year a nd ; 10. 4 billions avail ­
able in the n ve months !lay through se;~t ember. 

I n tho ~ay-sopt~ber peri od, sclco of securities in the 
Third 1'/nr Loon and in the preced1n.; !'our months absorbed 
y7 . 2 billions of the available t~ or 69 percent . Similarly, 
tiS per cent wno absorbed in the first !'our months or tho year. 
In snot•t, in the tv10 financing periodo \'lhich hnve already taken 
place this year over two- thirds of individuals • l iquid savings 
other than savings invested in instltutional forms 1/ has boon 
plocod direct l y in Federal securitiea . -

It ia expected that thia percentage may be increased to 
75 percent in the Oc tober- January period as a r esult of the 
bettor sales effort wllich will "o ror~h~or..1Il6 . APPlying this 
poreonta~o to the ~0.4 billiono estimated to be ova1l&ble in 
tho pol'iod provides a goal of )7 .8 billions of sttles of secu­
rltie~ to individ~als . In add~tion, roplac~onts will have 
to be made tor cash redemptions end maturities of ~.8 billi ons 
ond ostimate1 DOr~et sales or ~.3 billions during the period . 
~roaa sales would taus be scheduled !'or ";8 . 9 billions or ~hieh 

2. 2 billi ons would be provided throuGh interim financing, 
YonvinG ~6 .7 billions as the goal tor tho Fourth r1ar Loan. 

Tho figures ere summarized in tho following table : 
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sources of r~nds for Ind ividuals !/ 
January 1943- January 1944 

(In bi l lions or dollars) 

: Jan . -:~ay- :oct . ­
:Apri l : sent . : Jan. 

~o•al l i quid savi ngs or indi vi duals ••..•••• 11 . 4 1s.a 13 . 0 
T o o~ : savings i nvested i n ins ur ance , 

snvinzs nccount o, and deb t 
x-epayn~ent .. .• .••.• • • • • •.• •• . .. .. •.• . 2 . 9 3 . 4 2 . 6 

~omo' ndor avo1l ablo f or direct 
i nvestment . . ............... ....... ... .. . . 

:?or cent i nves t ed i n ~·ederal aecuri ties y .. 
;:ot new absorption or Fcdero. l secur i t ies ••• 
,\c:d : :tepl ace:nent s for cash r ed=ptions 

a.s 
sa;; 
s.a 

10 . 4 
69~ 
7 . 2 

10 . 4 
75% 
7.a 

and ~a~~r1ties or ~oderal 
securities ........ , ........... . ..... . .s 1 . 0 .a 

Add : Replaco~ents f or Federal securities 
aol d 1n tho mor~t et .. ..... . ..........• --~*::...._:1,_.~0:__~.3 

Equals : Gross purchases of Feder al 
securitieo ....... ... . .. .......... . 6 . 3 9 . 2 8 . 9 

Loso : Gr oss intorim pur chases .••• •••••.••• --~3~·~0~~3~·~8~~2~.2 

t quo i s : Gross purchases dur ing dr i ve .... . . 3 . 3 5 .4 6 . 7 

::ote: 

* 1/ 
'Y 

Fieures are rounded t o near est tenth of n bil lion 
~~ will not necessarily add t o totala . 
Less t han ~50 Dilli ons . 
Including par tnertbips e nd personnl t~~st accounts . 
i"ost of tho por t ion not i nvested i n Federal secu­
rities io pl aced i n currency and checking accounts . 

or the tota l individual goal or os .7 bi l l i ons for tho 
Fourth war Loan , we o.ro asaigning about ~3-1/2 billions to 
serios E bonds, and about $1 billion to serie3 F and G bonds, 
l eaving e 2 . 2 billions for ot her i ssues . 

2 . InSurance companies and mu~al savi ngs banks 

SOles of securities to i nsurance companies and mu~al 
aavings banks in the Fourth war LOan drive have been set a t 
a goa l of ~2.5 bi l lions , repr esenting i ncreases of $1 •7 
billions i n thei r ne t holdings and the replacement of 
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¢ . 8 billi ons of Federal secur i ties sold i n the market. The 
coal of ~2 . 5 billions would represent a considerable reduc­
tion from actual sales i n the second and Third •.Yar Loana 
which amounted to c~ .6 billions and n4 .1 billions , respect­
i vely. Th i s reduction is based partly on the expectation 
tha t the shifta from other assets to Federal securities will 
continue the 1ndioated downward t rend, end partly on the 
aosumption that sales of Federal securities 1n the market by 
these organizations rlll be substantially reduced during the 
Fourth war Loan. 

The f i gures for insurance companieo and mutuel savings 
banks are shown in separate tables below: 

sources of Funds for I nsurance companies 
January 1943- Janunry 1944 

ern billions of dollars) 

:Jan.-:May- :Oct.­
:Apr il:Sept. : Jan. 

Liquid savings of individuals received •• , •• 1 ,1 1.3 
No t no" absor ption of Federal securities ,, . 1 . 8 1 . 5 
A<ld : Replacement s for cash redemptions 

and maturit ies of Federal 
securities ................. . ......... .. .. 

Add: Replacement s for Federal securities 
sold in the market . ..... . ............ . 7 1.2 

Equal s : Gr oss purchases of Federal 
securities ..•..••.•••.•....••••.•• 2 . 5 2 . 7 

tess: Gross interim purchases •••••.••... •• .1 . l 

Equals : Gr oss purchases during drive •••.•• 2 .4 2 . 6 

Note : Figures are rounded to nearest tenth of a billion 
and will not neoeesnrily add to totals . 

<> Less than $50 millions . 

1. 1 
1 . 2 

.. 
. 5 

1.7 .. 
1.7 

~1 

... 
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sources of FUnds for l.lutual so.v1nga Banks 
January 1943-January 1944 

(In billions of dollars) 

governmen a 

:Jan.-: uay- : oct. ­
:Aor1l :Sept .: Jan . 
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Analysis of the 1'Unda available to other corporations, 
ll83DOiStions, and Stato and local governments during the 
October- January period leads to tho conclusion that gross 
sales should be scheduled for these investors to the extent 
of ¢6.8 billions during the Fourth war Loan. This goal con­
s ists of ¢6 . 3 billions for other corporati ons and associa­
tions , and $ . 5 billions tor state and local governments. The 
total of cs .e billions compares with ee.e billions of sales 
in the Third war toon and ~6 .2 billions of sales 1n the second 
war toon. Tho reduction for the Fourth "ar toan as compared 
with the Third would be accounted tor principally by a shar p 
reduction 1n ex pected market soles, rather than by an important 
change in the volume of new fUnds available for investment. 

The figures for (a) other corporations and associations, 
Ond (b) State and local governments, are diocuaaed in the 
following paragraphs : 
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a . and associations including dealers 

This group of investors is made up of the large non­
financial corporate g roup, dealers and brolcers, various 
aasooia tlons such as bui l ding and loan associati ons, f raternal 
benefi t oocieties, and eleemosynary institutions . 

It has been previously noted that liquid accumulations 
of corporations are expected to aggregate ~6 .2 billi ons in 
tho October-January period. In tho January-APril period, net 
abao1•pt1on of Feder al securities by the e roup "other corpora­
tions and associations" was equivalent to 81 percent of the 
liquid corporate accumulatione . This was reduced to 65 per­
cent L~ tha Yay-September period . This is presumably due, 
in large part , to the tact that 1n the case of the second 
\'i&r Lolln t he most readily available backl og of old accumula­
tions was broUGht forth and invested . It is reasonable to 
expect that in successive war loan drlvee the fUnds obtained 
from ouch old accumulations •till be continually diminished, 

For the October-January period it is assumed that 65 per­
cent of now liquid corporate accumulations represents a 
roasonablo expectation for the net absorption of Federal seou­
ritieo . This would mean a net increase in holdings or 01 . 0 
billions . 

In addition, repl acements will havo to be provided for 
c~<sh maturities and redemptions and liquidations which will 
occur in the market by corporations and a3sociations as the 
Fourth 1'/nr Loan progresses. These lnvostors will probabl y 
have cash maturities and redem~tions nlono aggregatin& about 
" 2 billions . · 

The memorandum on "A Progrom for the Fourth 1'/ar Loan 
Dt'ive" discusses various sltornativea tor ha.ndling sales to 
corporations, some of which would minimize market sales of 
their preoent holdings of securities. As a tentative matter , 
it has been assumed that mar~et liquidations will amount to 
t\1. 4 billi ons during the october-January period. 'I"n.1s would 
be about half of the estimate of liquidations during the 
Third war Loan period, but aeeme reaoonablo in view of the 
fnot thnt the drive will probably be arranged to make the 
liquidation of existing holdings loss attractive in ono way or 
another . 

Total liquidations through cash maturities and r edemp­
tions and market anles would thus amount to ¢3. 4 billions . 
As against those liquidations, interim purchases of Federal 
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3ecuritios are estimated at $1 . 1 billions , which means that 
Lhe soal for other corporations ond aaoociations reaches 
':6. 3 billions for the Fourth War LOan drive . Tho figures 
tor corporations and associations are summarized below: 

(In billi ons of dollars) 

Total liquid accumu1ations of 
corpore tiona . ........................ . 

Porcont represented by net purchases of 
Federal securities by "other corpora­
tiona o.nd associations" .•..... • •. • •••• 

l!e t new absorption of Federal 
seour1 ti ea .... . ..... . ................ . 

: Jan .-:May- :Oct .­
:Aoril:Seot.:Jan, 

6 . 1 6 . 2 6 . 2 

81% 65% 65% 

4 . 9 4 . 0 4 . 0 
Add : Replacements for caoh maturities 

and redemptions of Federal 
eocurit1es . . ... . ... ... . ...... .. . . . 1 . 4 2 . 9 2. 0 

Add: Replacements for Federal secu-
r ities sold in tho morkot •..•••..•. ____ ~l~·~l~~2~·~9 ___ 1~.4 

Equals: Gross purchases of Federal 
aecuri ties ............. .. ...... 7 . 4 9 . 8 7 . 4 

Leas : Gross interim purchases •.•••••••• ___ ..!1~·~8~...:1.:;.8='----'1"'-''-=1 

'Equals: Groaa purchases during drive •• '==~5::·;_7==8~,0~~6~·~3 

Note: Figures are rounded to nearest tenth of a b11llon 
and will not necessarily add to totals . 

NO separate goal has boon aet for dealers and brokers tn 
this memorandum, and i t is assumed that any such sales will 
be included with the above group of other corporations and 
associat i ons . such sales will be relatively small if the 
basltet for tho Fourth war Loan is changed to eliminate cortif1-
cates and 2 percent bonds, at leaet with respect to indivi duals , 
as recommended 1n our memorandum suggoating a progr am for the 
Fourth war Loan. 
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b . state and l ocal governments 

Tho ~oal ror State and local governmental accounts i n 
the Fourth war LOan llaa been set at :)500 J:lillions, based 
lar0

ely on the estimate of the aggregate liquid surplus ot 
state and local eovernments accumulatin3 during the period . 
This goal co:npal'es wi tll sales or $500 J:lillions in the second 
wo.r Loan end $800 millions in the Third Vlar LOan, as i s shown 
in the following table: 

sources of FUnds for 
State nnd Local Governments 
January 1943-January 1944 

(In billions of dollars) 

: Jan.-:way- :Cct. ­
:April:Sept.: Jan. 

!lew liquid surplus of State and l ocal 
GOverrnnents • . •• ...••.• • .••••••••• • •• •• • 

Not absorption of Federal secur ities •.• • • 
(,ross purchases of Federal securities 

dur1ng dr·i ve • •• • • • • ••••.•• • • •• • • ••••••• 

4 . Federal agencies and trust funds 

1 . 0 
.s 
.s 

1 , 0 
.a 
.a 

, 6 
. 5 

. 5 

In the Third war Loan, Federal agencies and trust funds 
purchased ~630 millions of Federal securities. Thes purchases 
were made by agencies and trus t funds whose investments are 
hnndlod through the facilities of the Treasury Department . 
Purchases by other ngenci os were included with the group "other 
corporations and associo.tiona" . For the period which includes 
tho Four th V/ar Loan it io tentatively asawnod that purchas es 
made by the group of agencies and trust tunds for l7hich the 
Troaaury handles investments will be undertaken as par t of tho 
interim financing program rather than as part of the dri ve . 

5 , sank sources 

The memorandum on "A Program for the P011rth war LOan 
Drive" discusses several alternatives for tho drive, but i n 
no case does it propose that commercial baru<s be included . 
Banking sources will , however , repr esent a source of funds for 
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the Federal Government during the Qetobor- Jenuat>y financing 
period (either directly or indirectly) insofar as they 
acquire securities on balance in the market and a lso to the 
ox tent the t the bill program is incr eased , The partici pation 
or banking sources during tho period is compared with that or 
prior periods in the fol lowing table: · 

(In billions or dollars) 

:Jan.- : t.tay- : Oct .-
:APril:sept .: Jan. 

uet new absorption of Federal securities •• 
Add : Replac~enta for cash maturities 

and rodc::tptions . ........••.••.•••..• 
Add : Federal aecuri ties sold in the 

10 . 3 

. l 

10,9 6 . 7 

1.2 .4 

market Y .................. • ....... · - 2 . 5 - 6 . 2 -2. 6 
Equals : Gross purchases of I-'ederal 

securities from tho Treasury ••••• 
Less : Gross interim purchases ; 

Treasury bills .. ....... ........... . 
Other securities .. ... . .. .... . .... . . 

Equals: Gross purchases during drive 
(excluding billa) ............... . 

7 . 8 5 .8 4 . 5 

3 . 4 3. 0 1. 2 
. l 2. 8 3 . 3 

4.3 
=== == 

llote: 

6 . 

Figuroo are rounded to nearest tenth or a billion 
end will not necessarily add to totals . 
Includes Federal securities absorbed by Federal 
Reservo Banks . 
tlegativo figures indicate net purchases . 

of 

Table III brings together the information on liquid 
savings end accumulati ons recei ved and tho net absorption 
or Federal securities by each or the various c lasses of 
i nvestors . The table covero three financing periods, January­
APril 1943, ~ay-geptember 1943, and October 1943-January 1944. 
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The classes of investors are arrnnged into four groups 
closslfied by sources of funds , as follows : 

(1 ) Liquid sa vings of individuola 
(2) Liquid corporate accumulotions 
(3 ) Liquid accumulations in governmental accounts 

(Feder al end state and l ocal) 
(4) BOnk sources 

The table shows that the scheduled goals for the various 
clasDes of investors for the October-January financing per iod 
~ould result in a $nSller dependence on bank sources than 1n 
eitbor of the first two financing periods this year . Total 
borrow!~ in the October- January peri od would amount to 

22.1 billi~ns with nonbank sources providing $15. 3 billions 
ond bonk sources providing ; 6 . 7 billions . This compares with 
tctcl borrowing in the uay-september period of C27. 5 billions 
which rtos divided between ~16 . 6 billions absorption by non­
bonk aourcos end Cl 0 . 9 billions absorption by bonk sources. 
Thus bonk financing would drop from 40 percent of total bor­
rowing in tho May-september period to 30 percent in the 
octobor- Jonuary period. 

97 

Regraded Unclassified



OCTOBER REVISION 
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1Doreaoeo 1a ..... &epoolw 
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TREASURY DEPARTMENT 

INTI!R 0,.1'1Ct: COIOoiU N ICATION 

DAft November 6, 194:5 

TO 

SubJect : Fourth 'liar Loan Drive 

I am transmi tting herewith a memorandum which 
anoly~ee the Third War Loan and, in the light or that 
e~erienoe and our prospective oaeh requirements , 
d ieouesee a program tor a Fourth War Loan drive start­
ing about the middle or January. Tbis memorandum is 
organized in the followi ng manner: 

(a) 

(b) 

(o) 

(d) 

(e) 

Section I eummari~ea the reaulte or 
the Third War Loan. 

Section II disoueses aome ot the 
i mportant lessons or t he Third l>'ar 
Loan which we reel should be kept 

. immediatel y in mind in laying plans 
tor the Fourth War Loan drive. 

Section I II discusses some alternative 
plans for conducting the Fourth War 
Loan drive. 

Section IV presents a tinanoing pro­
gram designed to raise $16 billions 
ot new money rrom a Fourth War Loan 
drive starting in January. 

Sect ion V takes up eome policy 
decisions that will have to be 
reached during your oonaideration 
ot t he Fourth War Loan drive. 

A aeparate memorandum analyze& t he sources or 
tunda tor Treaaury borrowing and ea t s torth the basis 
upon whi oh the f i gures on, and the diatribut i on or , 
the new money borrowing between the various classes 
ot investors -- individuals , insurance companies, 
mutual savings banks , a.nd other corporations -- have 
been derived tor the Fourth War Loan, 
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I , Summary or the Third War Loan Drive 

The Third War Loan drive produced a total ot $1g, 9 bil­
lions in nonbanking subscriptions. Excluding subecriptione 
of $. 6 billions by Government trust funds vhioh vere not 
included in the goal , this amount exceeded the $15 billion 
quota bl $3. 3 billions , or 22 percent. Thi s amount was 
nearly ~5. 5 billi ons more than the amount eubeoribed by all 
nonbanking investors in the Second \1ar Loan and 011. 1 bil­
lions more than the amount subscribed by such investors in 
the First War Loan. 

Sales or securities to individuals totaled ¥5.4 billions 
ae compared with a quota or ~5 bi llions and Second War Loan 
sales of ~3 . 3 billi ons. Ot the amount rai sed, nearly ~2. 5 
billions came from the sale ot E bonds, This compares with 
the ,E bond quota of ~3 billions and E bond sales in April 
or $1 . 5 billions. 

Insurance companies and mutual savings banks acquired 
l$4. 1 billions during the Third War Loan as compared with 
their $3 billions quot a . Ot her corporat i ons and associations, 
(including dealers and broker s) and State and local Govern­
mente eubaoribed $g, g bi llions against a quota of $7 billions , 

The toregoi ng tigurea represent gross sales to the 
reepective investor olaeees duri ng the drive. These sales, 
it should be noted include about i5 billions of securities 
financed by the extension ot bank credit, directly or in­
directly, That is , the subscrip t ions for about ~5 bi llions 
or eeouritiea included in the above figu.res were paid for 
by loans from ba~e or by switching to banks the government 
securities previously held in the portfolios ot the nonbank­
log subeoribers, 

The large amount ot eubsor1pt1ons in excess or the 
quota (including , ot course , the indirect bank participation) 
made it possible tor moat ot the States to meet their quotas , 
All States but Vermont made t heir total quotas and all States 
but Arkansas and Kentucky made t heir corporation quotas. 
Thirty States made their individual quotas , Bank participa­
tion did not extend to the E bond port ion of the dri ve , 
however, and only ten St ates made their E bond quotas. Eight 
or these were in the north mi dwest tarmipg area -- Iowa, 
lUnnesota , North Dakota, South Dakota , Nebr aska, Colorado, 
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:iyom1ng and l~ontana . The other two States that made their 
E bond ouotas were Oklahoma and lUss1eeipp1. Maryland was 
the farthest trom making its E bond goal, sales amounting 
to only 57 percent of the quota. 

With respect to E bond sales in t he large industrial 
Sta tes , !Hchigan led, making 93 percent ot its quota. 
Because ot issuing agents' diftioultiee, the Michigan 
! 1guree di d not reflect some or the eales or E bonds in some 
ct t he l ar ge automobil e plants; had these &alee been in­
cluded, it i s reported that 1Hch1gan would have made its E 
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n. . LeoHu ~.earuw-t!' hr"'l•oe of ~ 
4 toy 

~ ~Ca1le4 aaalrolo of Cbe oCaC1ot1oo of the !blr4 tar 
Lou aa4 a oarotu1 ronow of ... of UW roporh thee haYO 
reaohe4 u troa UW f1014 haYO foouao4 ouzo aCCoaUoa al.aoo 
tile .tl<lft oleoo4 OD I ...-.r Of ~YOle~DU Chat 00~04 
4ur1JI& UW es.n. loao of Cbeoo alpC wll oorYe ao l.ooooao 
111 the aeobaDloo of ooD4aoUq larp-ooele w.r- f1aaa01q 
operatioao. ID&OIIliOh ao lllo:r aro 41reotl.r oonoerao4 w1 Ch 
4eo1o1ono Chat aut bo aa4o 111 OOIIDOoi1on w1 Ch the Folll'Ch 
tar Loaa 4r1n, U..7 aro 41oouaoo4 bol.ow. 

l.. 1t'W'Ol'$~'"l.o~Co. !'hero wore a naabor of 
laportaa'C aooo ahli'liC Cbe !blr4 War Loaa 4r1n. 

(a) Or pat &&!109 'bl 'l;:'"· !he orpal&aUoa 
of 'Che !1Ur4 lar an al.ong Ita to l.lau, 
ao OOIIJ)III'o4 w1 Ch Cbe orpD1&d1oa of 'Che 
pronou oeapeS p 'br re~ral. RooorYo ])1o­
'Cr10h, JII'0•04 •ort oaooeutDl.. U -.. 
oho• -•l.ua1nlr Cba'C ICato orpal&ai1ou 
aro able 'Co appeal. 'Co l.ooal. pl"14o 1114 'Co 
oo-4 tho oarnooo of tho 'boo'C a•all.a'ble 
porooDMl. 1D I MDDOr 'llhioh orpal&aUODO 
&l.oJII ])1o'Cr1ot l.laoo ooul.4 aonr hopo to 
oqul.. 
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( o) 

(d) 

aatiatactor;r an4 tbat tba teohniqu.e eaplo;red 
ahould be retained, but extended an4 perfected. 

New ealea ideae. There ware a nuaber ot new 
aalea ideu uaed during the drin. 'ho ot 
the .ore aucce .. tul were the plant quota alld 
the oaapaign to eell an extra tlOO bond. 
!heee proaoUon dance• ware popular in war 
induatriea and were used axtenaiYal;r in eou 
areae. '1'be;r were not found practicable in 
man;r nonwar induatriee, howaYer , and in auch 
caeea, deYicea auch ae parcentage-ot-p&J plane 
were subetitutad. More inteneiYe uee ot ealee 
dertcea al)plicable to loca.l conditione appear• 
to be called tor , and the experience gained 1n 
Septeaber abould be ueetul in ll&ldng auoh 
devices ettectiYe during the next driYe. 

Adll1n1atrat1ve ~erat1on. One ot the aoat 
graUtJ1ng den paenta ot the '1'b1rd War 
Loan wae the a11oothneea ot the operation 
ada1n1etratiYel;r. None ot the d1Yergence 
in aiJie and oontuaion of purpoee tbat existed 
during the prenoue drives waa discernible, 
and there seemed to haYe bean complete har­
mon;r among all the persona connected w1 th 
the operation in the field. There were aome 
excellent Joba 40ne, aoraoYer, b;r 11an7 per­
sona wboee connection with the dr1Ye waa 
ind1reot , but who .. · oooperation helped put 
it oYer. Included 11110ng theae were the 
e11plo;reea ot iuU1ng agenta, aoM of wboll 
handled ten time a a a II&DJ securi tie a during 
the driYe aa during an;r prertoua period ot 
t1ae ot a1111lar length. Also included were 
the e11plo;reea ot banks, brokerage bouaee, 
acoo1mt1ng tir11a, and other bua1neaa organi­
zations 'IIIlo apent 1111ch tiM tabulating and 
counting aubaor1pt1ona raceiYed b;r the local 
ooa1tteea in order to keep the eol1o1tora 
intorll8d ot the progreea made on a da;r-to-da;r 
baeia. 

2. UntaYorallle davelopaenia. '!'hare were, however, a 
number of thlnge thAt ooourred ae a raault ot the preaaura 
and enthuaiaall of the looal 'far J'ina.noa Ooa1 tteu and their 
anx1at;r to aut their quotas tbat bear ~ther axa111naUon. 
So11e ot thaae are eo i11portant al to warrant conaidaraUoll 
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ot ob&ngn in the teobnique to be eaploted during the J'ourth 
war Loan drin. 

(a) 1 Bad eelllnc". 'l'he atta11111lent ot Qw quota 
beoa.e an end in i teeU 1D eou area• during 
the 'l'h1rd trar Loan driYe, U appeare; and ae 
a reault, there wa• a ooneiderable Yolu.. ot 
what we oona1der a• 1 bad eelllng". 'l'h1• "bad 
eell1ng1 took two toras: 

( 1) 8wUoh1ng. Ineuranoe oompan1n and 
11utual sannge banke were put under great 
preaeure to 'Dut large amounte of eeouri ­
tiea during the driYe to help the 8tatee 
in whloh their home offices were located 
to aake a euooeutul showing. One State 
oomaittee wa• eo anxioue to aake ite quota, 
it wa• reported, that 1t eent a letter to 
ita 1111tual eannge banke adna1ng thea that 
the 'l'reaeurt expected thea to but large 
aaounte of eeourit1ee during the dri•• a.ad 
to sw1 toh out of their tax-exempt bonde i .n 
order to dD eo. 8uoh preeaure •• ooiiJIOn­
plaoe, and tor th1e and other reaeone Jl&n1 
oo11pan1u eold an 1aportant Yoluu of 1aeuee 
troa their porttolloe i n order to haYe fundi 
aYa1leble to take up dr1 n eeour1 tie •· !'1:18 
switching that ooourred juet before and 
during the dr1Ye •• Yert ooneidarable. It 
11&1 haYe exoeeded t2 b1111one, or approx1-
-tel.J' one-haU of the t 4 . 1 b1ll1one of new 
eeourit1ee aoqu1red bt theee 1netitutions 
during the dr1Ye. 1 0thar1 corporations 
al.eo did 80118 ew1toh1ng, the aagregate 
aaount of wb1oh wa• probabl.J' around 11 b11-
llon. 

!'1:1811 operat1one were iaed1atelt 
reflected, of oouree, 1n the bank1n& eta­
t1et1oe. In the aonth of September ooa­
aero1al. bankl aDd the rederal R .. erYe Banke 
aoqu1re4 aore thaD 13 billlou of Oonr-nt 
eeour1t1ee net troa t1nano1al. and other 
oorporat1one and 1nd1rtdll&l• · In the t1rd 
two wake ot Ootobar prella1n&r1 data indi­
cate tb&t thet acquired at 1eaet another 
1 ·5 billion ot tblee eeourit1••· 
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(2) Between &eptellber 11 
and or weeltlr reporting 
••bar b&Dite ro .. troa 19.11 billJ.one to 
$1.2. 1 b1lllone, an 1noreaee or 12.3 bil­
Uone. Our analrate leade ue to belleTe 
that a !1gure or about thie up1tude 
aeae\ll'ee the TOluae or loana extended 
d1reotly or 1nd1reotlt during the dr1n 
tor the purobaee ot GoTerruaent aeoUl'1tiea. 
Th1a analte1e makea allowance tor eome 
aeaaonal loane during the dr1n per1od, 
whloh d1d not reeult 1n GoTernment eeour1t;r 
purobaeee, on the one band, and loans aade 
b;r balllte not 1n the weekly reporting eer1ee 
on tha other. 

or the 12-3 b1lllone 1n balllt borro1foo 
1ng, about 1·9 billlon ftl accounted ror 
bt loan• aade to dealers and broker• aDd 
about 1.11 billlon bt loane aade to other 
person• and corporation• to oarr7 eeour1-
tiee. !be remainder repreeented loane 
aade on open account or on collateral 
other than eeour1t1ea, the proceed• or 
wbioh, howeTer, went d1reotl7 into the 
GoTerruaent eeour1t1ea market. 

All ot the &boTe aent1oned 15.11 b1lllone ot 
balllt ored1t t1nano1ng ot nonbanking pUl'oheeee or 
dr1Te aeour1tiee O&DDOt , ot oouree, be plaoed 1D 
the oategor7 ot 1 bad aelllng". So• ot the 
dealer aDd broker pUl'oheeea were aade , it ie true, 
tor tuture ae<luilition bt inauranoe ooapaniea; 
eoae corporation• undoubtedl7 borrowed in order 
to but bonde in anticipation or uaeonal innntor7 
deollnee; eoae taraere oertainl7 borrowed in antici­
pation ot tunde to beooae &Tailable trom the liqui­
dation ot their orbpe; and aoae ot thll ineuranoe 
companies and IIUtual eaTings ba.Ditl had leg1 t1aate 
requireaente that would haTe inTolTed awl tohing 
eo• eeourit1ee in their porttolloe to ooaaercial 
balllte eooner or later. !be .-ount ot ba.Dit ored1t 
extended tor theee purpoeea, bonTar, wae probal:llt 
a drop in the bucket when ooiiJ>al"ed to thll total 
ored1 t 1nTOlnd; an4 we teel it ta1r to •at that 
about 15 billlone ot tbll total - along tor the 
ride. Much ot the 1 rid1ng" that occurred wae not 
tor purpoeee or aaking a profit or ot iaproT1ng 
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(b) 

the portfolio poeition but vae d1et1notlT tor 
the purPOal of helping a State or oountT IIAlte 
i te quota, Rwaor baa it llat acre than half ot 
the aanetable i11uee eold to ind1•idual.e in · 
one eouthern State ahould be placed 1n the 
1 tre ... rid1ng1 oategorT, In another State Vb1ob 
vaa not ann oloae to 1te goal a week before 
the dr1•e oloaed it vas reported that 1 tree­
ri41ng1 by oorporationa vae being counted on to 
o&rrT aubeoriptione o•er the quota Juat before 
the drive oloeed. In a third State it vaa re­
ported that a •tree-riding• eubeor1pt1on entered 
toward the end of the drin v ae baing 41•ided b7 
counties in a manner O&loulated to put each one 
o•er the top, Acti•itiee auoh ae thaee make the 
asaignaent ot quota a taroioal , TheT reaul t , 
turthel'lllore, in the greateat credit tor 1 doing 
a good Job1 going to the Statu where there baa 
been the aoat tree r141ng. fbi• ia extr•elT 
deatruot1•e to the morale ot State organizat1ona 
vb1oh are t17ing to IUlte their quotae aolel7 b7 
ealea to bona fide 1nveatora; and, 1f carried 
auttio1entlT tar, could wreolt the entire cam­
paign. 

Al.looat1ona. A de•elopment that waa trouble­
acme aur!ng the Third War Loan waa the large 
nuaber of allooat1one b7 corporate eubeor1bere. 
The local ooaa1 tteea brougbt eo auoh preuure 
on the national oorPOraUone that a&IIT ot thea 
were toroad to paae oredi ta to the hundred• of 
towns and oithe 1n Vh1oh thaT 41d bul1ne ... 
A chain atora vaa reported to ba•e allocated 
ita subaoription to 1,6oo tovna throughout the 
oountrT. llailro&da and oU oompan1ea were aalted 
to give credit to aYerT town in Which they main­
tain a atation, The allocation queation waa a 
headache to the treaaurera of large oorPOrationa 
and a&IIT orit1o1eaa were directed at the 171tea 
that required auoh allooationa. 

The r eaulta of the allocation 171tea were 
bad tros the 'l're&aUrT'• point of rt.., beoauae 
allooat1one 1n the ~luae that occurred bad not 
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been -- and coUld not h&Ye been -- taken into 
aooount in arriYing at tbe quotae. Ae a re­
eult, the taot that aome Statea aade tbeir 
quotaa waa due more to tbe utilisation ot 
preaaure taot1oa on oorporat1one doing bueineea 
1n the State than to auooeea in the program ot 
eolioit1ng aubaoript1ona troa 1n41Y1duale. 

Pa)'l'Oll saYings plan. One ot tbe unfortunate 
oonaequenoea of perio41o 4riYel ia that tbay 
make empbaa1e on oontinuoua programa rather 
41ttioul t. The parroll aartnga plan vb1ob the 
'l'raaaury baa be8J?. puab1ng tor nearly tvo yeare 
baa bad to take a baolt aaat during tbe 4r1Yee 
-- a baolr. aeat 'llh1oh ve are afraid baa begun 
t o reduce ita popUlarity. The p&JrOll a&Y1ngs 
prograa baa leYaled ott aa a aatter ot taot 
ner a1nce tbe Second War Loan, notv1tbetan4-
1ng tbe taot that a oona1darable program to 
extend participation 1n the plan vaa undertaken 
during tbe summer. In41oationa are that ae a 
result ot tbe 'l'b1rd War Loan the participation 
in tbe plan will start t o tall ott trom the lenl 
obtained at the olose ot Auguat. Pereona buying 

·bonde on tbe payroll eaYinge plan teel dhor11111-
nated against when pereona part1o1pat1ng in tbe 
4riYee only are rewarded by tree t1oltete to 
moYiea and other special eYente or are given 
otber induoaaente to b1.17 bonda. 
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III. Alternative Types or D.rlves 

There are a number or possible alternatives with re­
eneot to the form which the Fourth War Loan might take. 
The most important of these alternatives are as follows : 

(1) 

( 2 ) 

(3) 

A drive covering both individuals and cor­
porations i n the same period and with over­
al l as well as separate quotas-- i . e., the 
same type or dri ve as the Third War Loan. 

A drive in two separate portions covering 
separate (although possibly adJacent) 
periods. One portion would be ror in­
dividuals and one for corporations. Each 
portion would have its own quota d istributed 
by States. 

Three separate portions1 the first two as 
in ( 2 ) above. The thira would be open to 
all investors except oommeroial banks, but 
would consist only or csrtificates (which 
would have been excluded from the basket 
of the two prior portions) . A greater or 
lesser degree of emphasis would be placed 
on the third port i on , depending upon the 
volume of sales in the first two. There 
would be no State quotas in the third portion. 

Any one or these programs would, of course, have to be 
announced as a whole before t he ini t1ation of the first step. 
In making such an announcement , the total amount to be 
r aised by the whole operation could be emphasi~ed and a 
cocpariaon thereby made with the Third War Loan. 

The principal points to be considered pro and con in 
weianinu the different programs are as follows : 

(1) A combined drive similar to the Third ;:ar Loan 

Pro : 
(a) 

(b) 

Thi s would reouire the least retrain­
ing and reorganization of personnel 
and would allow the experience gained 
i n the Third l~ar Loan to be appl i ed 
most directl y. 

It would also result in the greatest 
publicity being given to the over-all 
figures, possibly bring ing about a 
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Oon: 

greate.r public appreciation of the 
significance of the drive. 

(a) I t would be very difficult to get ade­
quate emphas18 on sales to individuals 
in such a drive, as sales to corporati ons 
are easier to make, and attainment of 
aggregate quotas would p robably get t he 
lion•e share of the publicity and credit. 

(b) I t would be ditficul t to have this type 
ot drive without including a security 
susceptible to •tree riding •. 

Pro: 

(a) It would be possible in such a split 
drive to get adequate attention for 
both individual and corporate sub­
scriptions. 

Oon: 

(a) The figures to which the major publicity 
would be accorded in each part of the 
drive would be smaller than in the pre­
ceding type of drive. 

(b) I t would be diffioul t to have this type 
ot drive without including a security 
susceptible to •tree riding• . 

(3) Se arate individual and oo oration drives with 
tate quotas, n ue a au aeguen oert lcate 

offering Without State ouotaa. 

Pro; 
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(a) A drive of this type would make it pos-
sible to eliminate all securities eligi ble 
tor bank holding from the first two por­
tions of the drive without seriously 
jeopardizing the attainment of the total 
goal , This would almost completely eliminate 
tree riding 1n these portions of the drive. 
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Con~ 

(a) The amount which would be lett over 
for the certificate offering would not 
be known until after the conclusion of 
the second portion of the drive. The 
certificat e offering, if large, might 
be very poorly distributed due to a lack 
of local eales effort. 

Tne •tree riding • commented upon in the •oons• above 
1& primarily a matter of the basket of securities, rather 
than the timing of the drive. The third type of drive 
has 11 special merit, ho>Iever, in that it perm! ta t he 
elic1nat1on ot the securities particularly susceptible 
to free riding from the 1 preseur e 1 portion of the drive 
>.1. tnout seriously jeopard1£ing the probable attainment 
ot the at;gregate goal. 

Hone of the three alternatives set forth above, it 
1!111 be noted, handles the problem of the allocation of 
corporate oultocriptiona between States . It seems to us 
that t he onl~way this problew could be met would be to 
handle the corporation goal on a nation-wido basis, rather 
than on a State basis . lie are advised by the chairmen of 
the States in ·whicn moat of the corporation subscriptions 
a1•e ob taine6. that it would be absolutely i mpossibl e to 
conduct a corporation drive without State and county 
quotas. In view of this situation, it >1111 be necessary 
to live with the allocation problem, no matter how troubl e­
oooe mi gnt become the burden placed on corporation trea­
aurere. 

lle1gh1ng all the considerations involved, we believe 
that a dri•te ot the third t ype has the greatest net bal­
ance of advantage. It should be remembered, however, ~at 
a program ot this type involves more riek than any or the 
other alternative programs d1ocueeed. These alternatives 
have, aa a ~atter ot tact, been presented in this ~emoran­
duo in the order of the risk involved; that is, the first 
alternative carries with 1t the least oossibility of 
failure, whereas the third alternative requi res that the 
Treasury assume the great est degree of exposure. 

A continued following of what appears to be the safest 
course cannot be wholly r ecommended tor auooessive dri ves , 
ho11ever, tor euch successes ao ~till be achieved on this 
basis Uill be deprecated by those >Iho wish to f i nd cause 
to critio1£e the Treasury's program. 
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IV. General Outline of the Fi nancing Program 

The preceding section has di scussed the planning 
tor a Fourt h 1/ar Loan drive s t arting i n January from 
the point or view of State quotas and a separation of 
activi ty as bettteen sales to individuals and sales t o 
corporations . There remains the question or the total 
goal and the basket tor t he Loan. 

The total goal is developed in a separate memo­
randum on sources of funds. It amounts to $1& billions 
and would provide t he Treasury with a working balance 
ot f20 , 6 billions at t he close or t he drive, which, 
when added to interim sales or seouritiea, would be 
sufficient to carry t he Treasury until about •lay 15, 
1944 as is i ndica ted below, 

(1) 
(2) 

Working balance end ot Fourth '.far Loan• 
Interim Bales ot securi t ies, 

(Billi ons or 
dollars ) 

20. 6 

( 3) 
(4) 

(5) 

• 

February 1 - Hay 15: 
(a) Continuing sales or savings bonda 

and savings notes . ...... . ...... . 
(b) Net increase in Treasury bills out­

standing, February l - May 1,, 1944 
(o) Other, mostly special issues to 

Government agencies and trust funds 
(d) Total interim financing •••.•••• •• 
Subtotal ••••.•.. . ..••••• •• •.•.•.•••••• 
Financial requirements, February 1 -

May 15, 1944: 
(a) Deficit •••.••....... • ..••.. ••• •• • 
(b) Redemp tions ot savings bonds and 

savings notes ... ..•. .. ......... • 
(o) Cash ataturities ...... ..... ...... . 
(d) Total r equir ements .............. . 
Worki ng balance as or llay 15, 1944 ••. • 

3. 6 

1. 5 

_b.§. 
_hl_ 
27. 3 

17.3 

2.~ 
~ 

?H .1 --

For convenience in exposition t he entire amount or t he 
Fourth \lar Loan drive has been added to the January 31, 
1944 working balance i n arriving at the figure of $20. 6 
billions, although it is recognized t hat part ot t he 
Fourth 1·/ar Loan funds will not be obtained until some­
time after that date. 
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'1/i th respect to the basket, it is proposed that 
it be si Bnificantly changed from the Third 1/ar Loan 
1n order to minimi~e •tree riding• and switches ot 
securities in order to make quotas. Briefly , it i s 
oroposed that the 7/8 percent certif i cate and the 
2 percent bond be wi thdravn from the basket tor 
indivi duals and that a r estricted 2-1/~ percent bond 
be added. FOr corporate ihveators the 7/8 percent 
certificate would be r etained but the 2 percent bond 
would be replaced by the 2-1/4 percent restric t ed issue. 

With the basket of securities adjusted in this 
manner it is proposed that t he Fourth \•/nr Loan drive 
raise ~6. 7 billions from individuals, $2. 5 billions from 
insurance companies and mutual savings banks, and $6.8 
billions from other corporations, aseociBti ons, and in­
vos>o>·s . The table that follows distributes t hese 
amounts by investor classes. The technique of the drive 
vill de ter.11ne the relative distribution of Treasury 
eavinBs notes and oert1fioates ot i ndebtedness aoong 
co~orate purohaaera, however, and 1t is necessary to 
make one estimate of absorption tor tne first and second 
types of drives set forth a bove and another estimate tor 
the t hird type ot drive. Both of these estimates, it 
should be noted, are baaed on the assumption that our 
view that no pressure be used to sell lona-term bonds 
to corporati ons who have no need for s uoh issues be 
followed in t he Fourth War Loan as it has been in the 
Tnird liar Loan. 
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Proposed Program tor Fourth War Loan Drive 

Investor cl ass and issues 

Individuals , partnerships , and personal 
true+ accounts 

E bonds* 
F and G bonds 
Treasury savings notes 
2-1~ percent bonds 1956-59 (restricted) 
2- 1/2 percent bonds 1965-70 (restricted) 

Subtotal 

Insur ance companies and mutual savings banks 

7/ S neroent cert i f icate of indeb tedness 
2-1/4 percent bonds 1956- 59 (restricted ) 
2-1/2 percent bonds 1965-70 (restricted) 

Subtotal 

Other coroorations and investors• • 

F and G bonds 
Treasury savings notes 
7/8 percent certificate of indebtedness 
2-1/~ percent bonds 1956-59 (restricted) 
2-1/2 percent bonds 1965-70 (restricted) 

Subt otal 

Gr and total - Fourth War Loan Drive 

Amount 
(In billion~ 
of dollarsJ 
Alter- !Alter­
native native 

. ~rives Dr~ye 
(lJ and (2 (~I 

3-5 3. 5 
1. 0 1.0 

. I} . 4 

. 9 . 9 

. 9 . 9 
6. 7 6. 7 

. 2 .1 
1. 2 1. 2 
1.1 1. 2 
2. 5 2. 5 

. 4 . 4 
2. 3 3-3 
3. 0 2.0 

. I} . 4 

. 7 . 7 
6. 8 6.8 -- --

16. 0 16. 0 -- --
• ·rne method of counting receipts rrom ~:; oono.s \ no.er various 

alternative methods of conducting the Fourt h War Loan Drive 
is d iscussed in Sec t i on V of this memorandum. 

**Including eleemosynary institutions, assooiations, credit 
un ions, dealers and brokers and St ate and local governments . 
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In the Fourth l-Iar Loan tlnancing program set forth 
above, it is suggested that the entire $16 billions ot 
new money to be r aised come from a nonbanking operation 
and t ha t ~6. 7 bill ions be obtained directly from indi­
viduals. Savings bonds -- E bonds a t ~). 5 billions and 
F and G at J l . O billions -- would provide the major 
share or the indivi dual money. The sale of these 
securities to individuals in the amount ot ~~. 5 billions 
will represent substantial progress over the level or 
~).0 billi ons achieved during the Third War Loan. "Riding• 
i ssues would not be offered t o individuals. 

The basket offered corporations (including aesocia­
tions and State and local gover nments) would consist ot 
F and G bonds , savings notes, certificates of indebtedness 
and two issues ot restricted bonds. Neither ot the bonds 
would be ava ilable for commercial bank hold ing for a 
period ot ten years from date or issue. 

The 2-1/~ percent bond would be a 1956- 59 issue. It 
would fit into a maturity range in which the Treasury has 
offered no securities since !.lay 19~1 . It is 1a e1y to be 
very popular with insurance companies and mutual savings 
banks and other corporations who des i re an issue shor ter 
then the 2-1/2 percent series. 

The 2-1/2 percent bond would be a June 15, 1965-70 
issue , a security six months longer than the bond offered 
i n September. This would extend the term of the new 
2-1/2 percent bond by about two months over the term 
ot t he 2-1/2 offered during the Third War Loan. It has 
been our contention that it is good sales psychology to 
=ake t he issues offered in each sucoeedi~g drive just a 
l i t tle bit longer ln term in order to prevent prospecti ve 
purc hasers from holdi ng out from drive to drive in the 
hope ot getting a •sweeter• issue. 

A 7/S percent one-year certificate of indebtedness 
and savings notes are suggested tor inclusion in the cor­
poration basket in order to att ract the funds arising from 
current corporation accumulations -- funds accumulating 
in depreciat ion reserves which cannot be reinvested in 
new equipment funds arising from accounts receivable 
repayments and t hose going into t ax reserves. These ac­
cwnulat1ons are short-termed in nature and it cannot be 
expected that corporations will wish to keep them invested 
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beyond tho duration of the war . A short-term security 
ia called !or, therefore, rather than a medlum or long­
term bond. Mo reover, even if corporations were per-
suaded to purchase a bond with these funds the Treasury 
would have gained no real advantage from their action. 
Instead, a future market pr oblem would have been created 
should corporations ~rlsh to liquidate tile bulk of the Usus 
at some period prior to its maturity because ot the termin­
a tion ot the war. 

Both Serle& C notes and the certificate have been 
included i n the basket because neither seems to be a 
wholly satisfactory security alone to satiety all cor­
porate accumulations. !!any corporati ons prefer the 
certi ficate typo of instrument, yet sales of the e note 
have increased s ubstantially . In t he Third \/ar Loan 
drive corporations purchased $3,754 millions ot oert1f1-
ontes and $2, 290 milli ons of Series C notes. 

The financing p rogram suggested for t he period 
January 1 to Hay 15, 1944 oakes no prov181on t or a bank 
ott er1ng , except !or the offering of Treasury bi lls, 
most of which, it i s a ssumed, will flow on net balance 
into the oort!olio of t he Federal Reserve Banke. This 
exclusion of a bank offering !rom the next financing 
period is t he result of t he hi gh level of commercial 
bank acquisi tiona during t he Third \far Loan and t he 
period i coediat ely thereafter. As has already been 
pointed out, banks acquired or are i n the process of 
acquiring e5 bi lli ons of Gove rnments as a result or 
•bad selling• duri ng the d.rive . In addition, banks 
were alloted $3. 2 billions or new seour1ties directly 
in October. The total of these i tems -- over $8 bill1one 
is a high figure to r banlt borrowing by the Government , di r­
ectly or indireotly, f or a period of a few mon ths. 

It is interesting to no te that if effect be given 
to the foregoing figure s, aoquisitione or Government 
securities by comgercial banks and the Federal Reserve 
Banks will have amounted to over $12 billions s i nce t he 
beginning or t he f i scal year , or 19 percent of total 
borrowing expected tcr the entire f i scal year 1944. 
'l"ni s figure will be added tc in n substantial way in 
the Fourth liar Loan even it t he vol ume of ridin5 and 
borro>ling noted in September is reduced. 

During t he tisoal year 1943 - - the period when the 
drive technique had Just begun to get under way -- borrow­
i ng fro::~ com::~ercial and ?ederal Reeerve Banks amounted to 
aJ0. 5 billions, or 4S percent or total borrowing. About 
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J6.5 bi lli ons or t he borrowing , it will be recalled, wae 
tor the purpoee or building up the working balance. rr 
bnnk bor rowing is to be kept substantially below the 1943 
f i gur e , no substantial offerings directly to banks should 
be made during the financing period now under considerati on • 
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v. Policy Matters which will Require Some Consideration 

There are a number or important technical and policy 
ma tters in oonneotion with the Fourth War Loan financing 
that will require some attention, ~ney are disouseed 
briefly in the following paragraphs , 
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(1) Tie the payrol l savings nlan in closer to the 
drive. As has been outlined previously, the payroll savings plan 
a1Q:not tie in very closely with selli ng activities oon-
duoted during t he Third War Loan drive. The maner or 
correlating the plan w1t:h the drives is or rather consider-
able igportanoe , however, even though it is very difficult 
to construct a meohanical method which will accomplish 
this end. It may be that four-month quotas or a special 
insignia, or some other method or tie-in 1e required. The 
mntter is so important, however, that no opportunity tor 
i mproving the situation should remain uninvestigated. 

(2) Insignia. For a lon& time there has been dis­
cussion or and a desire for a national insignia tor bond 
buyers. Recently it has been brought to our a ttention 
that, as a result or observations made during the Third 
liar Loan, some insignia for use d1,1ring drives had been 
considered favorably as a promotion device by some members 
of the War Advertising Council, 

Insi gnia have their disadvantages ae well a s t heir 
advantages. Awarding them arbitrarily on the basis or 
t he dollar amount or bonds purohaeed involves a rigid 
formula such as the Treasury hae opposed continually in 
ita discussion or compulsory savings plane. In order that 
the ine1gn1a oould be worn by all persons who did their 
share duri ng the Fourt h War Loan drive, it i s suggested 
that a three-way program be considered and the ineignia 
be awarded (a) to persona who authorized a payroll savings 
deducti on or 20 percent or their pay tor t he period 
January 1 to May 1944; (b) to persons who bought JlOO in 
E bonds , race value, duri ng the drive; and (c} to persons 
who subscribed on the partial payment system described in 
the next section or this memorandum, 

The insignia it should be mentioned does not have 
to be made or met~ or be or complicated design. I t could 
be made up very simply and out or the least critical of t he 
materials available. The War Advertising Council has al­
ready done some work on designs , we are informed, and may 
be ready to give you some s uggestions along t hese lines. 

Regraded Unclassified



Secretary l!orgenthau - 20 

(3) Partial Payment tor E bonds. It is suggested that 
the Treasury setabliBh a plan that would permit individuals 
to buy ~100 or ~500 denominat ion E bonds dated in January 
through a system or partial payments extending to Hay 1 or 
thereaboute -- a date at any rate not beyond the beginning 
or t he next War Loan drive. 

It is beoomi ng more and more evident that the drives 
must make some attempt to pick up funds that will accrue 
after the d.rive closes, It these funds could be obtained 
before t hey go into bank deposi ts or hoarded cash, or 
before they are expended t or the purohase or goods and 
services, t heir inflationary potential would be reduced 
consi derably. 

rle need to add to the sales kit something that will 
appeal to prospective buyers in a new way. A partial 
oayment sys t em might be very helpful in this connection. 
I f the time factor is such that t he mechanics cannot be 
set up throughout the country as a whole , t he plan could 
certainly be tried out in a few States where its popularity 
and the success of i ta operation oan be observed. 

There are a number of ways a part i al payment plan 
m1,91t be worked out. The 1-lanutaoturer& Trust Company of 
::ew York handled a successful one last year using t he 
Christ~e Club principle. One ides we have in mind could 
be worked out by the use ot a epecial series ot war eavinas 
stamps and a special s eries ot stamp albums , all or which 
could be printed rather quickly. The stamps involved 
would be a new $25 denomination stamp and a new SlO denomi­
nation stamp. The purchase or a ~25 stamp and its insertion 
in an album would constitute a pledge to buy a ~100 E bond 
dated in January within a period of seventy- five days. 
(':'llree ,/25 stamps and an album would constitut e a 4500 
bond oledge. ) Pled.gee would be counted at t heir pledge 
value in deteroi.ning t he percentage of quota accompl ished, 
al though the figures would be shown separately. Albums 
a nd t he $25 stamps would be on sale only during the drive. 
The $10 stamps would be on sale until April 15 and albums 
"ould have to be completed and turned in by May l in order 
to qual ity tor the purchase ot an E bond dated in January. 

A partial payment plan such ae this would make it 
possible to sell a much la.r ger volume of war bonds than 
might otherwise be possible to persons who are short on 
cash in January because ot Christmas and other oeasonat 
expenditures , and to persons whose steady income , montn 
after oonth, oan be tapped by somet hing ln addition to 
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tho payroll savings plan. A program such as this could p in 
do~~ sib~ificant sales to employees ot many firma too small 
to warrant the setting up of the mechanics or the payroll 
aavi~a system. It might also adapt itself well to the 
needs ot professional persons and the salt-employed and 
miJht become very popular among farmers tor Whom a drive 
month is not always a convenient month tor War Bond nur­
ohases. For the Treasury it would conserve t he efforts or 
field solicitors and canvassers by turning what otherwise 
might have been t he sale or a ~25 E bond into the prospec­
tive sale or a JlOO E bond. 

It is true that there will bs some defaul ts on the 
partial payment system due to overselling and decl ining 
enthusiasm during the poat-drive period . This is not a 
serious d isadvantage and may be met by a planned post- drive 
activity. 

( ~ ) Statement on Withdrawal ot Bank D~osits . Tbere 
was considerable coni·uaion In the tield durn0 the Third 
War Loan as to the Government 's position on the matter or 
withdr awing bank deposits tor the purchase or Government 
securities. It seems to be pa t ent that it we are to have 
no more than three drives a year , a considerable volume 
or liquid savings will accumulate in the bands or indi­
viduals between those drives . An impol:"tant proportion of 
these funds will find their way into commercial bank deposits , 
I t t he Treasury is t o acquire t he s1gnit1cant portion or 
the current aoouculatione that it desires t o be invested 
ln Governcent securities, it must tap t hese tunde to as 
lar ge an extent as poeaible. 

A drive that will aoquire ~6.7 bill ions or subscrip­
tions trom individuals will require public approval by 
the Treasury and the Federal Reserve of looal activit ies 
encouraging individuals to wit hdraw large port ions of their 
oommsroial bank aooounts tor investment in savings bonds. 
The need tor a polioy approving bank deposit withdrawals 
hsa beoome more and more evident as the war tinanoing pro­
gram has progressed, and it should be tormulated completely 
betore the start or the Fourth War Loan inasmuch as the 
eucoeas of the individual part or the drive may vell depend 
upon it. · 
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Soae banker• baTe qu .. uoned whether the;y oan afford 
the dra1n on the1r depod te wh1ch will reeult troa a Tigor­
oua program ot eales ot GoveriUIIent eeouri Uee to the1r 
depoe1tore. '1'be1r leadere, aa repreeented b;y the members 
ot tha Eoonollio Pollo;y Oomm1ssion ot the American Bankers 
Aaaoo1at1on, haTe, however, been in taTor ot a depoait-
111thdrawal-tor-Government-aeourity-1nveatment pol1o;y. In 
tha Oommiasion•a report on 1 The $100 Billions Budget and 
the Banke• , issued in Karch, banker• were adviead to look 
upon such dapoai t 111 thdrawala w1 th oomplaoeno;y. The 
report e:x:plained, ;you 11111 reoall, that 1 ae tha depoe! ta 
go out through customer aUbeoript1on11 tor bonde or through 
Government 111 thdrawals, there il raaaonable oertaint;y that 
oYer a period tha;y 11111 return, though ueually under dif­
ferent ownerehip. 1 

(5) The El1111nation ot the Federal 'l'ruet Funds trom 
tha DriYe. There Iii• been a general tendenc;y to include 
the purChaaee or Federal trust tunds in the drive figures 
and to oompare the total so arriTed at with the $15 billions 
quota in spite ot the tact that the purohaeee b7 these trust 
tunde were euppoaed to be outeide ot the drive. It is eug­
gested that during the Fourth War Loan purchases b;y Federal 
trust tunde made through the Ottioe ot the 'l'reaeurer ot tha 
United States be handled ae a special transaction; and that 
the eubaoriptions be excluded trom all the etatiatioa and 
reports released on the progreee ot the Fourth War Loan drive. 

( 6) Deferment P&ll!enta by Inauranoe Oompaniee. The 
det erred payment plan set up tor insurance oompan1ea during 
t he 'l'hl.rd War Loan 'llhioh allowed them until November 1 to 
PU tor iuuee aubsor1bed tor, was· &Tailed ot to onl;y a minor 
extent b;y theee ooapanies. Subscriptions reoe1Ted on wbich 
deterred pa;yaenta were stipulated aaounted to onl;y $191 1111-
llons, while tha •ount or .uoh deterred pe;yaenta wae on1;r 
191 111lllone. 'l'hl.a ooaparea 111 th total cash aubeor1pt1ona 
ot $2,529 ailllona receiTed troll 1neuranoe ooapaniee during 
the dr1Ye. Inauranoe oompaniee, we are intoraed, round it 
cheaper to borrow the tunda troll pr1Tate sources or to 
arrange 111 th GoTernaent bond dealer• tor poet-driTe aoqu1-
eition ot driTe aeourit1e• than to pa;y the accrued interest 
on the iaeues that were a cqUired under the deterred pa:J~~U~nt 
plan. In T1ew ot the re1atiTel;y e~~al1 uee or th1a proT1aion 
and in light ot the proapeot that other olaaeee or t1nano1al 
1nTeetora might 1tart ooming forward 111 tb. a requeat that the 
poet-dr1Te pa;yaent plan on aarltetable iuuea be extended to 
thea, 1t ia auggested that the deterred pa:JII&nt be dropped. 
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(7) It the coabined-dri•e aUer-
natiu d1 ot thie ae110randua ie adopted, 
it u auggeated a oha.nge aade in the accounting tor 
the aal.e ot E bonda to pel'11l1t E bonds not iuued by the cloee 
ot the reporting period to be counted in the totala u salel 
during the drive. Tllie change in procedure 1hould be an­
nounced before the dri•e opene, and lhould invol•e a oer~ 
t1tication by the ia1u1ng agent to the Federal Reserve Bankl 
and by the Federal Banke to the Treasury on the laet da7 that 
accounting tor E bonda was perllitted, showing the aaount 
involved by Statee. 'fbe failure or ieeu1ng agents to tran•-
1111 t tunda to the Federal Reaer•e Banke in t1ae to be counted 
wae not general in the Tllird War Loan dri"Ye, but it did occur 
in a tew instances. In any one State or area a II&Dpower 
breakdown or lhortege at the iuuing agent le•el could eaeily 
coat the State the credit or doing an outstanding aales Job 
even though 1 t waa known generally that such a Job bad been 
dOne, and a proviaion auoh as the one euggeated aay be quite 
dea1rable and nect8aary during the J'ourth War Loan. 

It a apl1t drive is adopted, it will be neoeuary, it 
would eeea to ue, to change the wbole aethod or reporting 11: 
bond aalee a.ltogether, in order to avoid allowing the lag in 
reporting to oo~letely overabadow the aucceea or the sale• 
campaign. Until now, E bonda ban been counted in the ealee 
figures only When their stuba have been proceeead through 
the Federal Reserve Banke and the tunda ban been placed to 
the credit or the 'l'rea.urer or the United Statu. On the 
average, this counting occur• ten daY• or two weelta atter 
the bonds are eold. 'fhe delay hae not been eerioue inaeiiUoh 
aa the total sales have been brought up eharply by early 
corporate aubecript1ona. 

In a 1traight individual drive, however, the delay in 
reporting a 't"Dlu.e or sales representing any ligniticant 
proportion or the total goal would be sc great - eay, eeven 
or eight daye -- aa to give the drive a psychological setback. 
Sillilarly, at the end or the drive the lag would aalte it 
1apo .. ible to eetabl1eh the eucceee or tbe opera~ on until 
at leaat ten ctay1 and probably two weelte atter the cloa1ng 
date. We do not reel that 1t 11 cte81rable to plan a drin, 
the eucoeaa or which cannot be established tor 1uob a long 
period attar ealee have been acooapl1ebed. Accordingly, we 
are reoouend1ng that 1t a progra111 11 adopted in whioh the 
individual drive ia conducted ltparately, a new eystea ot 
reporting baaed on il8u1ng agent traneaot1on• and ut1aatee 
ot 't"Olunteer1 be eat up throughout the country. 
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John-c. Folger 
Elected Head of 
Bankers' Group 
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TREASURY DEPARTMENT 

INTmt ome& eoMMUNieATIOH 

TO Secretary Morgenthau Nonmber 6, 

~•ow Randolph Paul 

I tnought you might be interested in the 
. 

attached copy of letter from Kr. Picchione to 

Hr. Forand, Rhode Island member of tbe Wqs and 

L!eans Comi ttee. I 8111 speaking in Providence on 

November 16 at the specific request of Wr . Forand. 

The date was made many mont hs ago and t he meeting 

is close t o Mr. Forand' s 

Regraded Unclassified



132 
NICHOLAS PICCHIONE & COMPANY 

Accountants and Auditors 

•icholas Picchione, C.P .A. 
a. c. Hammond 

Honorable Aime J. Forand 
New House Office Building 
·r:ashing U>n , D. C. 

Dea r Hme : 

Indufi~fi3tn~rust 
Providence , R. I . 

Oc t ober 29 , 1943 

Rumors are flying t hick and fast that Ur . Paul wi ll not 
co:~~e to Providence on November 15. It seems that he did not show up 
in ~lew York on October 21 when he was scheduled to apeak before the 
r.di onel convention of the American Institute of Accountants. Some 
are sayin£ tha t if he did not make his appearance at a national 
c:eetin& in !lew York, he certai nly won •t appear a t a llleeting in Rhode 
!slana . I have always felt t ha t Mr . Paul would come and that has 
been my answer to the doubting Thomases . 

I am enclosing a couple of the announcements that were 
sent to the members of all the participating organizations . The 
·ecenl reports indicate that tickets arc going very fast and it is 
reasonably certain that the house will be sold out. The Committee 
has been working hard to make t nis affair a real success and a credit 
t~ lhose taking active part. Elaborate arrangements have been made 
for i.'r . Paul ' s recep\.ion when he arrives on the morning of November 15. 
The Governo r , as you know, llas made arrangements to receive J,!r . Paul 
h; s office and has arranged a tour of inspection of Quonset Point , 
be foll owed by a l uncheon for the Offi cial Party. 

It would be a severe blow to all of us , a nd especially to 
··r . Paul and the Treasury Department, if at the last minute he sends 
a substitute speaker. In order to allay the fears in the minds of 
nany and to stop t hese ugly rumors , I th : nk it ~ight be a good idea 
· r you could have !lr. Paul reassure us that he is coming to Providence. 
Perhaps a letter written by ~w . Paul to you or to me , as Chairman of 
the Comi ttee , saying that he definitely wi 11 be here and stating the 
time of his arrival would be most helpful; for then, we could pub-
licize this let ter. 

Aime , I have made reservations at the Narragansett Hotel 
for you for the nights of November 14 and November 15. As for train 

rvations , you will have to take care of them on your end , and 
will , of course , reimburse both you and Mr. Paul. 

~:? :~ 
onclosure 

Sincere 1y, 

/a/ Nick 
Nicholas P1cch1.one 
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Nov. 6, 1948 

lolr. Sullhan 

Secretary lolorgenthau 

I am sending you herewith a copy of a memorandum 

which I have received from General Karahall . I suggest 

that we go ahead and make a joint inspection • 

•• 
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THE CHIE,. OF' 8TA,P' 

W.,_.MIHOl'ON, 0 C 

5 November 1943 

IIE!AORANDUll FOR THE SECRETARY OF THE TRllASURY: 

I han looked into the utt.ero diacuooed 1n Mr . Sullivan ' s 
Maor&Dd1111, .-bich you handed ::o at lUDChoon yoot.erday. There is ap­
parently soao misunderstanding as to the situation. During the period 
of tho Ar~'• rapid expansion, some officora• &1ld nonco:oissioned of­
ficers • clubs acouired an erroneous notion concerning the handling of 
liquor on military reservations . Thio oituation has been corrected. 
The directive of Uarch 12, 1943, a copy of which wa$ left with ur . 
Sullivan, proscribes clearly our present policy . 

The purpose in suggesting that ~ilitary inspectors acco~pany 
Trecoury Department personnel was to aid the Tr eaoury Departcent , who 
co>ud then collect taxes due i t if any taxcble transactions ere going 
on, and to enable the \'lor Oeportcont to take the necessary disciplinAry 
~ction if \'lor Department orders l"ors bei~.fl violoted. These two func­
tions era entirely separate .nd it is not our decire to have the 
TtellGW")' Dlpartt:".ent ect to en!"orce Ar'f!f¥ reguletiont. The arreng~~ent 
l'£reed upon by our representetiv~s , £!!: I underat.or.d it, was th~t r..a st 
trane~ctior.a which occurred during the Ar~1' • rapi d exp&nsion Lre no 
loncar in euestion <..'>II thet the Treuury Derart r:ent• s inspection£ will 
hna to do only nth current practice• . Far 1'1-o. le~ding to C:ifficulty, 
r believe that this cooperation or the two Doportc:ents rill further the 
1ntereot• o! both . 
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NoYember 3 , 1943. 

TO a The Secretary 

FHOI!1 l<r . Sullivan 

It has been the practice ot inapectcra of the Alcohol Tax 
r nit tc inspect Officers' Clubs in those Artrl¥ installations 'IO!lere the 
Club haa applied for a lic«>se tc sell alcoholic beverages. A partial 
liat of such inspection shows that aeventy-five 011cb organizations 
paid Floor Stocks Taxes of over $47,000 in the rrrr aoontba followin& 
llovember 1, 1942. In addition tc the type of innaUgation aboYe 
ret erred tc, there have been two or tbrel cases in the last year 
111\en Alcohol TaX inspectors haTe attempted to mke investigations 
and have been forbidden by the Commandant. 'l'hia liwation has been 
the occalion of correspondence between the War Department and the 
TreaSIIry Depert....nt. In every inctance pel"'lliaei on to inspect was 
granted until JUne 1943 111\en permission to inspect the Officers• 
Club at Bolling Field was denied. 

In reaponse tc a letter addressed to the Secretary of V>ar 
(~•ich enclosed a list of the Officers• Clubs and Uesses Which paid 
Floor Stocks Taxes last year), yesterday mornina Colonel \Yalab and 
Lieutenant Colonel Bernaya called to discuss this situation witb 
l!r . Kennedy, Aaaistant Deputy Commissioner of tbe Alcohol TaX unit, 
and IIO'•el!. They advised us that on January 25, 1943, General 
l!.arahall hBIIed Circular No. 29 calling attention tc the prohibition 
of the iili Of any beer, wine, or other liquor coniiliiihg itiediiol 
content LJ extiil 01 3 .2 in anJ O!ticere• Chlb or lfeea . 'lhey a.lso 
showed uo a confidential meorand1111 issued on this - subject on 
!.;,arch 12, 1943, by tbe Adjutant General. 

They stated that tbe Deputy Chief of Steff, Oenerall!cK.arney, 
was Yery alcb clieturbed about the e1tu&t1on and they wished to work 
out ao11e system nth us llhl.cb would enable the inspectors in the 
aevor&l service coa:mands to accoa>.pe.lcy' our own inspectors in joint 
inYostiptions of Officers • Clube and lleaaee. It "'" tentatively 
decided that they should draft instructions to the service commando 
and to the Commandants of all Artrl¥ installations and that we 'II'O\Ild 
work out a procedure for tbeae invest isations. It 'II'IS contelnplated 
that ll.r . Kennedy and I 'woul d meet with Colonel \'i&l ah and Ueutenant 
Colonel S.rnayo later this week. 
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Colonel Walsh and Lieutenant Colonel Bernays stressed t he 
desire ot General llcNamey to have us auiet the Amy in doing this 
work. They further req ested that ,.., send in!onn&lly to thllal melllO­
randa regarding the most f lagrant eaaea our inspectors encountered, 
'!hie would serve as a ~check upon their own inepeotore. 

Tr oy suggested that. if we were able to inspect a few instal­
lat ion• in each of the service commands sl.multaneoully in eonpany with 
thei r own inspector• the situation would be cleared up •er.r shortl1. 
It 8hould be borne in mind that very soon a Floor St<x: ks Tax of 'l2 , 00 
• vallon ... ,. beeo .... effective. 

It i s the opinion of Wr • Kemedy and ~oelt that the type 
ot joint inspection proposed by the At'l:l;f •'ill not only result in the 
pa,..nt of wbstantial swo.s of taxes now clue, but will al.ao 
accoaplieh tho 100ro im?Ort.ant objective of solrtng the joint probla 
of the two Depart..ents. '!'he type or liquor aales discussed 1n t his 
•OlllOr&ndwa are prohibited by Army regulations . lieYertheless, the 
Internal Revenue COde im?Oses upon Internal .tmonue offices tbe duty 
o! collect< ng a tax where such sales are made even though contrary 
to Army regulations . i. 
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loTeaber i , 1943 

111 du.r Oenerel Jfuahell: 

I wiah to thant_rou for directing Oenerel 
Strong to aend ae weeklf oopiea of the Joint 
Intelligence Ca.alttee Week17 Su.aar,r . I haTe 
alread7 begun to read theee, and han foiiDd thea 
aoat lnatruet lTe. 

It there ia in eziatence a lu.a&rJ of the 
cenaorahlp of aoldlera ' aalli I alao would ap• 
preclate recelTing that regu arly. 

Tours aincerely, 

.. , .............. ~r. 

Oenarel George c. Jfuahell, 
Chief of Staff, 
Unit ed St at .. &r.r, 
l ar Dapartaent 
l aahlngt on, D.C. 

137 

Regraded Unclassified



Ill dear Gantral Strongs 

I whh to aclcnowledge receipt ot 7our letter 
ot Ko•amber Sth, enoloalng oop7 of the Joint Intel­
llgan.ca Coa~itt .. fi'aakl7 S~. I ha" atartacl 
to read tbaaa "1'1 carelullJ, and I tlnd thea .oat 
inatr110tha. I alao want t o ooapliiMnt 70UJ' 
organisation on tha excellent wa7 tbaaa raporta 
an put together. I will guard tham oaretu11J, and 
tha7 will be for -r ayea onl7. 

I aa particular ly intaraated i n tbe Argent inian 
lituation, and i t 7011 hL•• &nJ recant reports showing 
what raparcueaiona, if aDTt raaultad f roa our t raeaing 
two o;~•, I would 11-• to ha" thh intor-utiof __ "T7 

SinoarelJ 70UJ'a , 

~~~. .. ;' .. , ___ , .. •" · 

Major General George ' · Strcmg, 
••• Depart-at a. .. ral Staff, 

Mllitar7 lntelllganoa Di•ielon, 
Waabingt on, D.C. 
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SECRET 
WAR DO'ARTM IEHT 

WAlt DEPAIII'T'NDfT ~ P/IIIP 
.....,..___.,~..........,.., ... 

WAeN.......-oti.O.C. 

5 Nov111ber 1943 

IIDIORIJIIOI FOR IIR. IIORGJ!tf'I'RAU: 

General llarshall baa directed .. to f\lmisb you, 

for your personal uoe, copies of tile Joint Intelligence 

ea.l.tt.ee 11eelc.l;y s.-ry. The current nmber and the 

two preceding numbers ere eneloeed herewith. Hereafter 

a copy aarked for YOUR EYES ONLY w1ll be furnished 

every Frlda:r. 

Inela. 

SEC~T 

om. v. STRJ~G, 
lla.jor General, 

A. C. ot s., G-2. 
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lfon!!lber 6, l 94S 

ll7 dear General Clark: 

I want to take t hla opportunlt7 to 
thank )IOU ! or t he wonderful bent7•t our houra 
you gut lilt while I waa lnJour area. !he 
ar I 1pent with y ou will •1• be a hl gh­
a hr u rk 1n "1 U t e. 

I hne had &11 opportunit7 to repor t 
to t he Prt~ldent, Secretar7 Stt.aou ucl 
General l:&rahall "1 Yel'J high regard o! tlw 
~ in which you are conducting t he •r 
aga lnat t he en~. 

Knowing how ulctoaa nnapaf era reach 1 
you, I u enclosing herewi th a cl pplng trora ""' 
lhe !lew York Tillea whi ch ran the atol'J ot "1 
Ylait wi t h you. !lao, in t he not too db-
tant f uture, I hope that you will rt01ln a 
box of applu !r0111 "1 l&l'll. 

U I O&ll enr be ot &Ill' unice to 
)lou, plene t .. l tree t o call on ... 

11t h klQd regarcla, 

Ioura aincerel7, 
- ..... ,; Jl. ... a ., a • 

Ueutenaut Ge .. rel Mark W. Clark, 

lhlil ect Stat .. An,J. 
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~ dear General 11aenhower: 

I ... aorr1 that I did not haYe 
an opportunlt)- to '" 70u on ~q return 
tro:a ltal1, but I underatood that 7ou 
were an7. 

I .. nt to take thia opportunlt7 
to thank 7ou tor haYing •4• ~q trip to 
the front poeaible, alao for haYing aent 
General Hughta with •• · U. a1 a aoet 
excellent traYellng coapanian. 

The whole trip, froa ~ atandpoint, 
ne a grtat auoceu end I han ao reported 
to the Preaident, Secretar7 Stiluon and 
General llaraball. 

Keep up the good work and I hope 
it at an1 tiae I can be of aer.ice to 7ou, 
you will feel frte to call on ... 

lour• aincerel7, 

" '0 K. Y a n , h . 

General Dlll&ht D. llauhonr, 

Unite4 Stat .. ~· 
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NoYeaber 6, 1948 

• 1 dear ~ •• Poletti: 

I t hink you might be pleased to 
know t hat I apent a morning with Cbarltr 
at Palii'IIO. 

He 11 in excellent health ana 
doing a perfectly awell job. I aat 1n 
bia office with him while he aent tor 
urioua ltaliana aJid I am confident trca 
tbeir at titude tOIIIJ'cla Charle7 that he 
CIJ! run to!' e111t~ in Sic1l7 alld 11. 
elected "banda down • 

with kind n gal'cla, 

lou.ra lincenlr, --... ,, -... . ,___.., 1.. . ... . 
Ura. Cbarlaa Pllatti, 
40 w .. t '7'1tk StHet, 
11 .. lork, I, T. 

142 

Regraded Unclassified



WfNTON HOUSE 

B E.RNAR OSVILL.~. NtW ..JE RSE.Y 

, 
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.lovabtr 6 • 1948 

~7 dear Ura. Shanley: 

I t hought that you would like to 
know that I eaw Bernard in North Atrioa 
and found hia TerJ well. 

It•a going to take a little tiae 
tor hia to tind the right groOTe tor hie 
abll1t7, but I aa hopi~~g that that wlll 
not be too tar ot t. lhen 7011 111"1 te h1a 
will JOU tell h1a tba t I ha4 an OJIIOrtllllltJ • 
after I aaw hla, to apeak to both Gnaral 
~cShtrry and General Juliua holata in hie 
behalf and I hope it will bear fruit . I 
would like t o hear fraa Bernard •• to juat 
what work t llay do gin hia. 

Henry'• M.DotUTera art about OTtr 
and al though I baTt been back a week I baTt 
not heard t raa hia. 

lith klnd regarda, 

loura aincerel;y, 

.. ')B.Y a n . ~r. 
lira. S.rnard Sllaale7, 

Bernarinille, .. lenq. 
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NOT£: neleaae is IJU.t(X:;<IUc, at eight (6) P.!! . , s .:T. T., 
Teday, Novellbor 6, 1943. 

Jar.~es F. Byrnes, '.7ar llobilhotion Oiroctor, announced 

today that he had appoin ted !lr . R~rnard u . Baruch a s head of th e 

,.,.,. unit which is being s et u p within tho '-'trice of liar Uobiliza-

tion to cleal with •Tar and post...,nr adjustmmt problems and to 

develop unitied vro;:ruos and policies to bo pur$Ued b'J the 

various a~tencies of govcr ru:ent concemed. 

Justice llyn:es stressed the tact that the first adjust­

cents ""ieh ·•ould decand th~ ntt.ent.ion or ..r. ""ruch and his unit 

I'IOUld bo adjustoents rorrlere:l nece:sery not by the cassation of 

hoatilitios but by the changin~ ""qu1romcnts or our uar strategy. 

Such reehapina of our uar protromc , ha otatlld1 r..u:~t. or cours'e be 

c:arriod t.lu'our;h Hith a v i t \Y to 1ncnme1n..: the offoctiveness of 

our war ottort . 

Since the P..etident. ::fl:ed ~ustice ~yrnos to organioe 

this work w1t.h1n the Office of ' ':or ..• lb1.l1tation, :.0 has held 

""Ungs 'i<ith the representatives or veriouG !Z'OCUT8J:ICnt. ao~en-

cios . 'llle rq>ort.s and ;>roposa.ls of thO•o agencies have been 

under atud.y by Ur. Baruch . l !i' . !'nru.:h has called a special 

l:l!Gtill; for nOxt. 1\lesday or the ropre30ntntives of thUSC a:;en­

CiOs to cnnsiclor plans f or un1.Corn policies to be applied , so 

t nr as 1!eas1olo , by all procur<lr.>On t a~onc 1.0 s 1n the t or,.ina tion 

lU"ICl roviai on of vtar contracts . 

In announci.n;; Ur . Paruch '3 ~pJ'oinwont , Justi co Byrnes 

said: •i:r. 'lal"Uch' s ace~:ptauco ot thio 'Tit.ally ioport.ant ;>OSt 

thouJ.d aasuro the eountr;r that Ill • a<lju3tron t problml5 will be 

handled "ith both statos'-lanlil<i> et•iei~ncy nnd bro:l:i vision. • 
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. -· 
llr. Secretar7: 

k Oscar CoJ phoned and said that both he ana Harry White thought you would like to 
read the attached document over the weekend. 

Wr a • llcHugh 

, 
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November 6, 1943 

Memorandum 

To: Secretary Morgenthau 

From: Oscar Cox 

The attached document is intended to parallel 
the British White Paper on the same subject. It is 
anticipated that the British White Paper will be 
presented to Parliament on November 11th. 

The President may possibly want to sign the 
attached or a revised version of it sometime on 
Monday. Harry White went over an earlier copy, and all 
of his suggestions have been incorporated in this re­
vised draft. Both Harry and I thought that you might 
want to look at this over the weekend if you find it 
convenient to do so . I understand Harry will talk 
to you about it Vonday morning. 
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163 
TREASURY DEPARTMENT 

I NTER O F"FICE C 0 1o41o4 UNICATION 

OAT& l~ov . 6, 194:! 

TO Secretary Uorgenthau 

F ilii OM Mr . Vlhi te 

~ubjeot : Cable f r om \?i nant on Parliamentary discussion 
of internati o11al monetary arrangements. 

Jiscussion in Parliament reveals anxiety that 
co~tr.ents on international monetary cooperation 
11ill be ClAde without previous approval of Parlia.t:~ent . 
!'.eferonce was ClAde to an aUeged state~rent in Ce.ir o 
by the Secretary of the Treasury that as reement i ad 
been reached. The Chancellor said t ha t an appreciable 
advance •as been made towards agreement on principles 
though important poi nt s remain outs tanding. He re­
newed the assurance that no conJnitrnent rli!;ll be entered 
into without previous debate in the !Louse of Commons ~ 
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8£0rEtnr v ot B~atE~ 

Was hington, 

76~ !1 . t hird 

PLAIN 

pbl\l!!Jn 

D~tEd NovEmbEr 3; 1943 

Rto rd 9:49 p, m, 

~-41 

FCI'\ SECRETARY OF TREASURY 

Mtmbtrs or ParliamEnt continuE t o txprEss t hEir 

anxiEty lEst thE British GovErnmcnt ehduld co~nit thE 

country to arrangEmEnts in tht lnttrnation~l curr~ncy 

tiEl~ without thE prEVious approval· of ParliamEnt, 

This anxiEty was EvidEnt from thE discussion which 

t ook placE on OctobEr 28th during t hE Prim£ MinistEr's 

announctmtnts or tht echtdult or buaintas or thE HousE 

ot Commons, Mr. GrEEnwood aektd whtt bEr t hE PrimE 

Mi nistEr would considEr havi ng a dEbatE at a fairly 

Early datE on tht financial diecueeione in Washington, 

Mr , Oburoh111 rtpl1Ed bE was not eurt what would bE 

a conveniEnt tim£ and that aomE or thE publication 

must dEpEr!d on thE pErmiSsion or other ~vtrnmEnts, 

but that hE could not tttl that thtrt would not bE 

an opportuni t y tor raising thE&£ quEStions, REmindEd 

by Mr. Pcth1ok-LavrEncE t hat 81r K1ngalt~ Wood had 

g1vtn a pltdgE t hat bEforE oomm1 t mEnte n rt EntErEd into 

th£ 
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- 2- #?63v, third, from London 

t ht HousE ot Commons would hnvE an opportunity ot 

d1souss1ng t he matter, thE PrimE MinistEr rtpl1Ed t hat 

thE ntw ChancEllor ot thE ExchEquEr had spto1f19allY 

rEnEwEd t ht plEdgE and that 1t thtrttort stands, 

A ttw minutEs latEr ~~ . Stokts aaktd whEthEr 

prtea rtoorts of thE statEmEnt mad£ by 8torttary 

Horgtnthau 1n Cairo (that agrtr.mtnt had alrtady bEEn 

rtaohtd on post-war ourrtncy) vtrt tnt1rtly without 

foundation •. 

Tht PrimE Minist Er rtpl1 td that ht had not SEEn 

tht actual words attributEd to Mr. MorgEnthau and addEd 

•otrta1nly I would not bE prtpartd to atatt t hat any 

rtmarke that ht madE art tntirElY wi thout foundation, 

t or hE is an txtrtmt lY sErious and rtaponsiblE high 

ottioial ot tht Uni ttd Statu Govtr nJ:tnt , But t:-E facts 

art aa I havE said, Tht HousE will bE givEn an opportun l 

of disoues1ng tht mattEr bEforE any final dEcielon or 

agrttmtnt 1s madE , An agrEEmtnt may Eithtr mEan a 

bond or 1 t may mtan a mtEtin[l of minds on thE sub.1Eot•. 

Not oonttpt with t htsE assuranota , mtmbtrs again 
. ' 

rEt'Errtd to '!r . HorgEnthau' e Cairo etpttmtnt at 

qutetion t1mt yEstErday whEn tht Chanotllor of thE 

Exohtqutr was askEd t hE naturt ot thE a~E~tnt 1n 

pr inciplE rEfErrEd to, 

Sir John AndErson 
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-3- #7636, t hird, from London 

Sir John AndErson rtpl1 Ed that thE Exploratory d18oussions 

havE madE an apprEciablE advancE towards agrEE~Ent on 

principlEs, .though thErE rEmain i mport ant points 

outst anding. 

HE addEd t hat thE full rtport of tht discussions 

had not yEt rtaohEd him a nd t hat th t poet t1on rEmains 

t hat no oomm.l.tmEnt i n this f iEld '11111 bE tntErE~ i nto 

wi thout prEvious dtbatE i n t hE HousE ot Commons. 

Tht ChancEl l or ot thE ExohEqUEr was also askEd to 

oons1dEr laying bEfor E t hE HousE ot Commone, bEforE 

a dEbatE , a furthEr WhitE PapEr gi ving a gEnEral outlinE 

ot t hE scopE of thE discussions and ot t hE British 

proposals, S1r John AndErson rEpliEd that it >IOuld 

not bE practicablE to publish a Whi t E PapEr dEaling 

spt citically with thE discussions bttWtEn txptrts, 

but tha t hE would considEr publUhing coat trial •as 

tar as i t 1& rElEvant to thE viEwS ot Hi e MaJEsty1e 

GovErnmEnt. • 
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11,..orarnum on a Telephone Conversation with llr, L1veaey 
!lovember 6, 1943 

I ealled llr. L1veaey on the telegraa trcoo Jidda to 
London, repeated to 'fi'Uhington, am harded to the tr.uuey 
by the trndted !t1nadom '!'reuury people. The telegr .. dealt 
with the curt'ency eyat• of Saudi Arabia. LiveSe'J said be 
had had little opportunity to go over it caretul:~¥ but 
thought i t was rather extreme in its position. I told him 
that I thought the Britioh ware probabl¥ being inaistent 
on tull participation lt Saudi Arabia in the oterling area, 
including the holding of all monetary resorvea in aterling 
ani tho pooling of exchange reaourees with other sterling 
eount.rles . 

I told L1veaey that 'fl'aley bad •ntioned that tho 
Ul.ddle East currene7 quoatiooa would be diaeuaaed in Loalon 
by a group being aent over by the State ~part<Hnt. L1Yesey 
aaid he 'WaSn't aware of that thougll he bad hoard of a lll.aeion 
to London on Uiddle Eaotarn questions , He oxpresaod the 
opinion tllat the Treasury bad the pr incipii interoat on the 
currency side of the q,ueation end Treasury people ought to 
bo included in the noisaion for the purpose . L1voooy asked 
me whether we could send &l'\YOne to London for the purpose 
and I told h1.m when the time came we would be aleu to 
eonoider the personnel of ouch a mnion. 

I asked L1Y&OI1 whather it would not be poaaible to 
hold tbo financial aide of the discussions in 'fl'uhinp n 
while tbo political diaeuooiona went forth in London. He 
oaid that they would conoider that too. 

It appeared to me from Livesey•• conversation that 
the Stete Department was prepared to follow tho Treaoury •s 
lead on the currency quootions of tho Uiddle Kaotern countriaa 
end that under the circumotaneso we migllt abor t:!¥ call a 
aeotin.g in Jlr, '1hite•a otfice !or tbio purpoae . 
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IliP O R 'tllt ---------
OAIIIIR &A VI Ill f! 

W 1111~ \e JeMa CAIOIIl BAYIIIl 1, ~Mol w 
lliJdaW .C Me .. CAin CAlla SAVIIIl 2 -

·~ 
• Cl.UGIIl Ill .. ..,.. ........... .,......_; 

M 1wllll uw -ft.- u.\ pe......a an •e • w 
t• Saudi 4ftblaa wa u • .,..... iaftlft - ......,.kla\l.oll, 

lin • \lllallt U n II"NIJ' .. -' w\ \lie poaU.. ~. 

2, ftlt 11ft\ aowal II *"• _, alarlJ loe \bot 

liiWJMW et .....,_ Ai'MU t.\Mlt, 'h'Me et \loa\ Wrl\01)' U 

.a.\ •"""lr 'lld.\la .....U.S. &Na U!l IW tar U.. lar­

.....,..,w~ a-.r..w.._u.e-. n u 
olwt.- \bet 1.11 \be 7- 171 I of .U.... ...... --iiiii>U1\T 
ot _ ... .,. to' 1 -· e ~ Sewtl Arabia ud .....u-. ...... 
..... ~ ~ Sa u.lr taen ,. ..... 

'· 'lldo8 .... .... llr ..... ,... ., - ..... 
(.u.lr Ia - "'-> Ia \lie ... (1) Mo)IU.sl ~ .. ...... .... ., \enl...,.. (2) .,.... Oren lla1.tela - att 
iDld n•a 1 ., lM t !111 - l'f.a1 UtnU_, Ia we1cb\, a.. 
... t• 'lld.\la 1111t..a stanfarf ...,.., nt.lftl' t "*'"* ol 

1lllllld - .._..,... .e a • 

s. I\- t• .:.t.n _. \loa\ \lot Taa••r. pq rat 
._. ...... ,_ W•....U..t•a.tA ....... nt.rM\IIe 

~- .C t 1 WQ riAl8- ..U \0 loe 1 0 L~) 
\t M LJal.a ' II ' n a "- ..... n.Uill bel'lr1 '11 ..W I 'l)iJ' 

ba.,. -.. _.. _,,.,, ,.._ .. _,...,. •• oeve..--•• 
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6. tl....,. baw blu.n. .... 1_. h "'-' llaU 
~ u ~ 1W -· -.. wn aull W \o .W11 .. a\ 
ol4 paritr, I.D ltpl\o ot ..,,. af•"'* ot t.be rial~ I.D \be bo,. \hat. ·- ..... -~~7ft .. ~li. 

1. I\-.. be taa \Ida 1e- I ' nf.~ \lleoop w 
.-JA poo~ ... "" \o w ; - a ftal op&D1• -'11 aner 
~ 41llouM1eo ot t1MM1el ,...s.\f.oe ot ......,_ Arebta ws.t.ll 
U111.._ ~'--•· U eo llaaldf. Aralr1aA ...,_,... -.. 
bAYO t.o be al.~ I.D lli\a9 M n-w WUII \be p1.M ot 
.u ....... 
II, ID ...S.. _.. \llaN wf.ll be Ut.\la or nnii1D& \be\ 

llle ~·· OloiWI • - .. \o bel.pJ tv (1) - ...... 
pea pnoe ot rU_. I.D ......,. • ot a parU.alllar ...tiJii"it 
.u ... wn•• ...& .....w - a\'-11' w u ••· <• oeq 
- I.D 111dela ll1e ...,_.,. Oohw rrt .U. t1& a ra\o or 
\aloo ......... ~. tw. ,.\o -u. be tlla\ "..u -
n 1 a ... ..., \o t1a aa otnaal ,.\a, ?b'JF or ,__.11', tw 
--~ ,..,,. .. (X. •"-- eal.u1ee, .... ,, ... 
\h1e -.lll ot- Ire_,. a an vtt.f..., ot t.be .nul rae 
arrf.'NII at. ••I• llr aalRla\I.Dn trv. \1M l'ri• ot all_. f.D 
1lhf.ellner .......... ,..,_ .. - ••••• llaeiiNi:rl · (2) !Ia 
abell - be ,...,...... \o )ll'll"tAa _,.,_pr 11\ \be I.DoraMlJtc 
......w wbi.Db ..,.. - -ol--~ 'b!r liiiObat.en\lel .to&rt.l\er 
rf.la f.n * p.o1ea at &1- 1.11 t.ane ot _.w. le ~~ r ,. 
181.\11 ..,,. ' rSoe Nt- 1a ........... 2 ot lll.nf.r\or ol 
1\at.a'r t.al.a..- lliiiMl Uo \o a ~ ..,.rafa\1..., ot 
• ...,..... f.D \aNa ot r1alr, ,..albl:r ( ...... 1\ 1.r "" al.oar 
........... *ft.-. 111-la .... pai'&IP&pb ,..,.., \o loa 
aqlllYU.U) \o 21) l'ialr \o \loa .. 

9, I\ 1.r fall'l:r ...-nf• \bat. * ,. 1 ? a ' .. 
ft1.a ot \Ira au- rial 1e - ... aolalF "" \be '"" ot 
..U..W lM111• l.a .,. ~ U. m.: t'nc o...vt.ell ~ 
lnl~ • ~- .. rt 'ID1ell wf.ll ... aa..;w 'b!r -
IIIIIP"S.• ..... t ......... ot l.rrlllt-laua .u-.•• \b1Jik 
1\ alav t~rat. e~t~an ot \Ida .-t. .,. ..tH4 w- • ti1a1 
-~1eMIE8. 

ll), !tla IW$ ''P!Utt' t.r oMlrlc a ~ .U. ~u 
-· ...-\ witll ._. II t!= llr:ow • - s.- •­
M NJ¥ erp'"-f-. na a...a "-''· • ...w ,..ua. 
I.D~.-

(1) t~~r& .....,. s..r u~ • • ..-.-n taa 
....u..u. wf.U...U a\ \loa ... fit \loa -
-- 1lldea n.UIII t H .. ...w ........ '1e4 
............. lit' ..... AJ"'hf•• o.ow-11\ 
f.Wlt ... ot ,.... QbtaiMII ,.. ~· 
, .. wUl Ire able "" ,.,. ...... , .... \ba ,..,..w \bat. ...,_. -u. 1a ,...u.. ""' 
J I 'EIJ>le, 
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REJ'UilLIC OF COSTA RIC.I. 

Secretary or 
Fi nance and comeroe 

San Joee, November 6, 19~3. 

I have had the plea.sure of receiving trolJI the co:mer­
cial Att..che or tho American »>busy 1n coat. Ri<:a )'Our 
Excollenc)' 1 a courteoua note, infonolni t hia )!inietey 11i th 
respect to tho preJ.iainar:r arranger>Onte •de b)' )'Our 
covenuoent relative to tho plan for eatabllahine; an Inter­
national Stabilization Fund, 

Alone 11ith your letter, I alao received the revised 
study, to 11hich I am giving my co.ra!l•l r.ttontion. 

l'hr.nking )'OU for your attention, I remain, 

Your obedient aervant, 

(Siened) F. da P. ()ttierrez 
Secretai-)' ot Finan04l. 

Hie £)tceU.ency, 11enJ7 ~rgenthau, Jr. , 
Secret..r)' of tho 'l'reaaur)' ot the 
llnited St..tea ot J.oterica, 
Wlahington, D. c, 
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~ecretury or 3tete, 

r:ashtngton. 

l'l!UI. luontev ideo 

UO.ted l'lovw..ber 6, 194) 

lteo ' d. Nov. 16, 8 u , r,, , 

A-58)1 November 6, ll a .m. 

DllpartJ~~ent' s tel"Gl"am 5)8, llovwzl'our 2, tranBillit­

tl.na mesaoge or oondolenos rrOGI !lecretnry t:ORQJ::N'l'H,.U 

for Prentdent ;J.;J>Zl<GJ• on oooealon or deutb or Uru­

guoyun 141n1etilr of l"lnanoe., Rtonrdo C<¥JIO. 

Lieeengs vtas oOlllllluniouted to l'restdent • .m&zaga 

by meuns or a formal not8 to the Foroi&n Office ~iob 

has in turn requested me to transmit to Secretary 

¥orgentbuu nn expreseion or the President's appr6oio­

t1on or bls tb.ougbtrul a tt.entiOJI• 

800.2 

\','D:nm 
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1 73 

NOT TO BE BE-TRANSMITTED 

COPY NO ._fl:: 

OfTEL NO. 364 

Information rec'd up to 10 a . m. 6th November, 1943, 

l . l!AYAL· 
~ONE WA~RS. 4th/5th , l E- boat set on fire and 

another scr ously~maged during an attack on Nor t h bound 
coastal convoy off Cromer, 

ANTI-SUBMARI NE OP5!AT~ONS. 5th, U- boat sunk by 
aircraft S. VI. of Ascension Is an , 

2. MI LITARX • 

liAbX· 5th. 8th Army, Our troops entered Vasto. 

5th Army , Uinturno (North of Riccer 
Garigliano) reported clear of enemy, 

RUSSIA . 5th . Russian troops cut Kiev-Zhitomir 
road. 

3 . A11L.OPERAT IONS . 

WESTERN F~ONT . 5th . Sorties by 2052 bombers , 
fighter bombers end i ghters. Principle targets -
Ge1senkirchen - 66? tons from 326 Fortresses (8 17) with 
"poor to good" r esul ts. 7 aircraft missing, 
Munster , 2?5 tons from 109 Libera tors (8. 24) and Fortresses 
(8.17) with "good" resultf 3 aircraft missing, Military 
tar gets near Calaisl 400 tons by 240 J.larauders (8. 26), Typhoons 
and Mitchells (B . 25 with results good generally. Other 
targets in France and Belgium attacked by 26 Uustangs (P. 51). 
For these oper ations 48 squadrons of fighters provided support 
and escort, Enemy casualties by bombers 20. 13.9. Enemy 
casualties by fighters 18. 5. 13 for 4 of ours , 

5th/6th, ~osquitoes despatched ­
Bochum 10, Hanover 5, Hamburg 6 , Dusseldorf 41 Dortmund l . 
Intruders 5, l eaflets 32, 1 Uosquito crashed , 6 enemy aircraft 
operated over Sussex Surrey and Kent, 2 reaching London. 
Slight damage and few casualties . A ?th enemy aircraft 
destroyed before crossinP coast , 

IIA1I· 4th. Fortresses dropped 33 tons on 
r ailway targets at cecina and Orbettello (130 and 70 mi l es 
II. VI . of Rome) , ?6 light bombers and fighters attacked 
targets in Rome area . 

4th/5tn . 16 tons dr opped on Hera!uion 
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q ••• o;CR;,l 
COPY No ._}j('· 

~Wfi·k (io. 165 

Infor~~ian r ecei ved up to 10 h .M. 7th Nuvombor 194) . 

1. ,1,,v... }.;o..£.2! 4th/5 th Ono of .! . 1.1 . Dostroyoru lund~<' l!l<lchino 'un &:~talion 
an~ stores . T> o H. !A . Sloopo oach Bunk a U-bont yostorday abo11t 

SJJ •ilos Eust south East of C,\P., ttACl:. 19, 000 ton Dutch oht~ tor f*!ood 
yeov-rd•J llilGt ln ce;nvoy uff l'aUII'l'J:."VlLLE. 

2. •tui!JI!!l l.!o!!z fo noon 6th . 8th AMOy 78 D!vioi<>n are no fin>ly 
ootabl\&hed ut th~ ure" VIWTO-CJ~ I>LioO hanng adwneod 12 

:.he< lo J days, i)\OJI/ ..,do series of ccuntor-ntt.ucko . upport.cd cy tanks but all 
« rtpulso~ . fur!.l;er L•hn<l 8th lnAi,.n !,1v1alon CAptured CUoniZ.. and ~niono 

tu.ve: elc~~ore:'l t.hr Arot. Sout.h .lnd !outh.,.ust or SA:: iJ& •• ;t.:.,.,, .ll'ld SA\jNtli.l . Pat..rola or 
W> •>ivltion bl"' no• 6 mUoc tlorth•est of !St'olull• . All thiu in npito of bnd 
t.J.thvr tndM'lvy dooolitlons . 

5th Aruy Litt.le chong\ ln Unl""'' States Cector "1htH"fl 

c nsir..-or~,blo ronlut.unc~J <no t . In o·ri tich ~oct.or Caonorni. n<lvanca of 11bout. J milor. 
"" 6~~ und f~r.·~ rd t r uopv ootabli..h•d just ~r.uth of t.J<t.IIJC10 an~ thonco ulonr, 
llv•r l••n!UALlAU . 

J, ;,t,~ lll'M•1.ofl"l~.? I!ont,orn Front. 6th . F'l.ghtnro d.un~r;nd 10 locomotl veo in Northern 
Frt.dCL, ?. t'ishtoro uloo lng. 6th/7th. Ai rerrut 

dunp..tc.t d - !JoSJUiLuur.- webum 9, DUI SdURL b, W~r:I.D.If<F 1. . Other o.ircraft - -
Jlc.-::aJnin¥ 16, L,.,r ~ot.s ltl, Intna .ors 11, Anti-3t,1py1nt.. 6. 24 one:~t aircraft., 
1 c:.v~,_~r u.. ~&),., •• , o, "'rut.O·J in J 1..h~;~.Se6 , ovCJr Eant. Ant..l 1." 1·n • !iout.beast Ent.bnd , 
.. ur... fcst.r /" 1 OJ :ai~ht. fi)tt.o:rS t1ll"! 1 !)y A/A/ 

.il!!!:L 4th/5tt. . Uclll.ngt...ns dr~ppo I 7~ t<>no o~ ORT"t. R&il"«i 

C~nt.r-.o. 

5tr. . ) ~lbo r tor4o hit ,, rall.·GJ Sddgc >ml rond Brl<l~c nour Ar:C... '" · TotaL ol . 

l ~ !.l&h• :kl11born '·"': llizhtorc bvmbo-d a~o~d. t•nd lj , , . llor t.t. ol .u..!li . Fi6htors ~." 
urdnt. over t.h· h.d:.tt, 1\t'l').t. ~lore t.hnn 2\l Gornnn Bvmtktrn nt.t..tckBd Cll\.t'~ 

n ... rD.>~.or t~ft. •r d:!rk . 

5 th . 21, tHtcholh ""cur t· •rl by 1,g 1.1gh•n lngn bo<'h<~ w : 
th e h-irf i o.L.d nt ilN~AJ' . 

17 

Aegoan Ar(.ta 5th . 6 BIJ.tlufight.oro folJl"-d t.o roturn f rv:"J att.lc<~ o 
an nhippinb nuar J~.rti~U:, and t'ro~t atr .... j).l£ OV•Jr' 

ti.nUD:::b. 

"""'« boulx.-1 l4.\JUfZ>. 

~ 
w 

Cl) "' 
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GROUP 

Pruent: Kre Bell 
Kr. G&aton 
Kr. Sllith 
Kr. Sulll 'ft.D. 
llr. Thoapeon 
Kr. Blough 
Kr. llt.t.a 
Kr. 0 ' Connell 
Kre. Iloh 

H.ll. JR: Norun'l 

IIR. TH<JIPSON: I han nothi.ng. 

H.ll . JR: Dan? 

NoY•ber 8, 1943 
9:SO t..a. 

MR. BELL: I hue nothing thh aorning. 

B.W. JR: llt.a aD.JbodJ at t.llJ tiae told ae when I 
1hould appro'fe .nat 7ou fellows ht.'fe done about the 
Fourth War Loall'l Doa' t tell ae about ten ainutea of ten 
tcaorrow aorning to tell the.. people what ia in the 
basket. 

MR. BELL: I don't think 70u should tell th• taaorrow 
aorn~f.; 'l'h .. e are all preliaiDIIf'1 di•cuuione to 70ur 
dete ation of what should go in the basket. 

Ted baa a prograa tor 7ou, but I ehould like to go 
oYer the oalh position at 7our con'ftnience. I don't 
think 70u need to do it befor e taaorrow'e aeeting. 

B.II.JR: I can do it r ight after thi a defenaent 
thing. 
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WR. BELL: O.K. 

H.K.JK: I don't want to be rushed, have samebodf 
came in at the last second. 

KR. !IllS: I sent you in a memorandum on it. 

H.M.JR:. I will t ell you all U1e story that the 
President tells. If the shoe f its, O.K. When his father 
wae engaging a coachman he said to the coachman, "Jaaea, 
if there is any drinking to do , I will do it , If there 1a 
&111 waiting to do, you will do it, " (Laughter) 

If U1ere is any waiting to do - otherwise, I am 
going to t ry awfully hard not to try to high-pressure 
you fellows. I would like the eame at l east for another 
week fram you. So don't came up at the last minute and 
eay, well, eo forth, and eo on. 

YR. BELL: It seams to me that the detaila of the 
basket for the Fourth War Loan ought to be announced 
sometime around the 22nd or 25th of November. 

H.K. JR: All r ight. 

KR. BELL: You have thie aeeting this week; then 
there will be a banking meeting next week Monday and 
'1\tead&y. We ought to have an executive cc.aittee meeting 
of the Federal aeeene Syats follow that, and then you 
ought to aake a detenaination. 

H.l! • .Th: O.K.? 

KR. BELL: Yea. 

1~6 

lffi. BLOUGH: I aaa11111a your tax plane are well underway. 
You just said a minute ago, "I don't want to be rushed 
at the last minute.• 

H.K. JH: Wh1 should they be? I haven't had, a eingl• 
aolution f ram your office, not one, or from Paul a office. 
I asked whether you people had a a or t of a11111ary for 
rebuttal. 
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.IIR. BLOUGH: That fOU will get in the course of the 

da.y. 

177 

R.!o!.JR: ~ul aeid it was a.ll readf--twenty- five pages-­
a.nd he ' d send it in. 

MR. BLOUGH: We understood 7011 didn't want t went7- £ive 
pa.ges. You~ have been in touch with Smith. 

R." . JR: Smith got in touch with me at three o' clock 
Saturday. 

liR. BLOUGH: The only connrsa tion I had with Smith 
was when he wanted something this morning. 

H.M. JR: He said he talked with Paul. 

KR. HLOUGH: VIe are in position to give you twenty-fin 
pages instantly. We are summarizing it lor you. 

R.M.JR: Have you &nf suggestion for tomorrow's 
luncheon with Vinson? 

lo!R . IJLOUGH : Yes, sir, several . 

MR. SUU.IVAN: The Bureau is sending sane suggestions 
over on excess profits that I will get in to Randolph as 
soon as it arrives. 

KR. IJLOUGH: He is out of t01111. 

KR. SJU.IV!ii: I'll get it to 7ou, then. 

H.!o!. JR: Why don' t we have a meeting, let's say, at 
nine o'clock t011orrow morning? We' l.l. revi ew the tu situation. 

KR. BLOUGH: Fine. 

H.U. JR: Theodore Gamble , Jr. has a suggestion. He 
said, "Kr. Morgenthau, don' t you think that if we had 
lower tues, 70u could sell more bonds?" 

KR. llliS: You have something there! 

R.!o!.JR: I asked hiA ~--"Row do you f~gure'l" He 
aa.id, "People have 110re aon•1 left to spend. If JOU ever 
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eaw a family that is bond conscious, they are! (Laughter) 

){R, BLOUGH: I'll get in touch with Smith immediately 
and see that he gets that material. 

H.M. JR: You fellows sort of live in a suspension. 

WR. BLOUGH: No, we don't. We started this thing by 
sending Smith a memorandum last·week. 

H.II . JR: Spend a little time with him today, will you? 

KR. BLOUGrl: Sure, all day, if you wiah. 

ll . loi.JR: What else, Roy? 

WR. BLOUGH: I think that ia all. 

R.M. JR: Harry, I read this thing from Oscar Cox-­
thi s so-called "'Rhit e Paper" on Lend-Lease reverse. I 
read it very quickly. 

IIR. '.'/Ill TE: Was that what you read, or was it the con­
templated President ' s statement? 

' R.U. JR: I read what I have in ~ hand. 

KR, WHITE: I don' t know what that is, but it looks 
like the contemplated President's statement. I can see 
why you could have misunderstood. 

R.II.JR: The a ttached ia a tentative parallel to the 
Br itish White Paper. 

(The Secretary r efers to the President ' s Lend-Lease 
Report to Congreaa ) 

KR. WHIT~ : That is right . It ia eaay to mistake it 
for a British document. 

H.Y. JR: This is llonday morning! 

lll right, Harry. 

178 
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IIR. WHITE: It is milch bette!" than the oJOiginal na; 
I ~~ean, it is m11ch lese fulsome in pl"ahe of what the 
British aJOe doing and liiUoh leu mhlead1ng. It ;rou thiDic 
it is all right --

H.K. ~t: I ' d make a note and ea;r--if ;rou will call 
Oscar Cox up, as faJO as I'm oonoeJOned, it ' s all right . 

IIR. WHITE: This is a JOeTised draft and the Pl-eaident 
ia going to make it siD.ultaneoud~ with the British White 
Paper. 

H.lol. m: You ai'8 pnpai"ing a White Paper toJO me on t he 
Treaauey position on cutting down the Britlah balances? 

lo!R. WHITE: That is I" ight . It will be a little brash, 
but it will be a illite PapeJO. 

H.ll. m : And also '1111!1 I remind ;rou about some kind of 
a document on cutting out the French !And-Lease? I'd 
like a oopy !oJO 1111 files. o 

KR. WHITE: Here it is. 

(Hands the SecretaJO;r "lolemorandum for the President• 
etamped November 4, 1943, which document has been 
transml tted to lira. Klotz) 

That is all on the French. 

(The Seontal'1 len .. the meeting) 

lo!R. GJ.STaf: Have ;rou seen the Lutz •aor&ndllll on 
at.plif1oation this morning? It eeema to support the 0 

Trea•ur;r's position a hundred percent , without a11ing that 
it is the Trea sur;r' a position. 

lo!R. BLOU(ii: He ' d like to go further and out out 
JOeturns. Tbat ois a problem on Which there is some di!fi­
oul t;r . The But-eau, I undustand, would also like to out 
out our~•no;r, but put the tax on a weekl7 basis, which 
strikes me as a little oJOude. 

(The S.cretal'1 returns to the meeting) 

178 
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H. ll.JR: Barr{t I nnt to t&lk to 70u about this thing. 
{Holda up doc\111811 J In the first place, ;rou don • t enn 
attach the memorandum to it. You don't ~in the facts. 
You don't give the one you gave the Pres1dent . I certainly 
would say, "Based on the a t taehed memorandum to the 
President." You see? {Refers to attached letter to Hr. Crowley) 

14!1. WHITE: All right. You want to discuss it besides? 

H.K.JR: I just wonder whether it doesn' t weaken our 
position, the fact that I want the President on thla. 

JLR. WHITE: When you spoke t o Cralfley, you were both 
going to see him together with recommendations, and I pre­
!Ume you might take the position that it included a recommend­
ation on this. 

H.Y. JR: Just hold this a day or so. Am I not going 
to see him? 

liR. •IIHITE: Crowley? Yes, he ia waiting on his men 
and his men are having diff iculty. They~anted me to lend 
them some people to help them on that. W8 are going to 
see what we can work out t9day. 

H.U.JR: Let me just wait another day or so. 

liR. WHITE: Here is the Truman Report . There are some 
very pertinent sentences which I have .marked. 

H.K.JR: I ' d like to have that. 

{llr. White hands Truman Report to the Secretary) 

liR. WHITE: I think the whole Re port la rather inter­
eating to read, though it doesn't bear on that matter 
which those marked sentences relate to, but on cancellation 
of contracts, etc. 

Yeeterde.y there n a a meeting at the 'Nar Department 
which ns called urgently. This was on Sunda;r, and the;r 
wanted to discuss a m&tter which waen't that urgent at all . 
I didn't go. Taylor went. 'l'he:r received a cable fraa 
Ehenhower aa;ring that an urr.nt request for mone;r would 
aoon be r eceived boaathe !tal an Gonrnaent, and the;r wanted 
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permissi on from Washington to advance them tbe money 
direotll or indirectly. At the meeting they agreed to 
advance it indirectly througn a bank. Th~ told me about 
it this morning. I said I thought we would not approve 
that procedure, but would prefer a procedure of direct 
grant from the AKFi to the Italian Government, so as to 
enable t he JYFi to carefully consider the reasons for 
wni. ch the Italian Govermaent was utilizing that money. 

181 

This relates to a number of discussions which you had, 
It see.ms to me the.t carrin out, rather than indirectly 
through a bank. They wanted to do it through a bank, 
because they wanted t o noid accounting details and ,. 
diff iculties . But I think the matter is too important to 
let the question of accounting s tand in the w~. With 
your approval , I'll heve to send a countermanding telegram. 

H.M. JR: The direct way. 

liR. o'lhirE: Sqing it should be direct f r<lll AliFA to 
the Ital ian Government, and that ell requests for erpend­
i tures should be carefully surveyed to see that it is 
consonant with the policy of the Amer ican Government. 

New, do you have any opinions at this stage as to 
whether or not any ot that money should be used for p~ 
of the ir., or anything of that sort--or is it m.erely 
suff icient to put it in terms that must harmonise with our 
policy? 

H.ll. JR: Well, I think that if the .AMGOT la going to 
giTe it to the Italian King, then what the Italian King 
does with it I don't think we can--

liR. WHITB: There is no doubt , I think, that they have 
got to keep control, because the King is in a posl. tion where 
he wants to spend aa 11111oh money as as he can to solidify 
himself with his public. That makes for inflation. That 
is one reason Why we should be interested. 

The other is that you have the King the war you want 
hila, if he can get mon~ only from them. ind that is ;he 
only way he can get money, because we have said he can t 
print i t . Be has no printing facilities. 
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B.ll. JR: I think I would put it this way, that I would 
give i t to them i n just &8 sa&ll installments as possible. 

l!R. WlUTE: With a carerul aurny of hia expendi turea 
and & reoording. 

H.M.Jk: And every time he &aka for another install­
ment, make him account for the previous one. 

l!R. \Vt!l T.t:: And that a report be sent back here as to 
the &JIIOunta and purposes for which he purports to use 
them. 

H. ll. JR: That is r ight. 

WR. SUU.IV.AN: What is AllFA? 

B.ll. JR: They didn't like .utGOT. It is Allied llilitary 
Government; it is .Alt!G. Before that it was .&J,[GQT. You 
can't pr onounce AllGOT. It is Allied llilitary GoverDIIIent, 
which started as a government , a commission, with the 
Governor General of Gibraltar as the Senior Officer. 
Then i t changed to a rehabilitation commission when they 
surrendered. Now they are co- belligerents, and while we 
were there they were fussing a8 to what was the status. 
There was a General Joyce who was an American who was 
auppoeed t o go and be t he Senior Officer--a sort of Allied 
Y!aaion at the court of the King. But the thing wasn' t 
settled when we went. That is whf people like Fole;:r didn't 
know what t o do. Every day t hey change. NobodT seemed to 
know Where the;:r were at. 

llR. SULLIVAN: It ~s re&!lT up in the air. 

H.Jt. JR: I called the location "Tiny-'fhq, • because 
I couldn't pronounce it. 

llR. Wlii TE : That is as I r 811leabtr 1 t . 

IIR. GASTON: Is it in Sicil;:r? 

B.ll. JR:- No, it ia back of Algiers about ~ifty or 
aixt;:r lliltl. They have sou of these t011na whlch we croued 
in !light right on the top of the moat barren mountain 
ridgee :rou ever saw. 
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JlR. \l'"rtiTE: An appropriate name for i t, the bo;rs aa.7 
is "Izzy-Dizzr,• but I think the name is "Tizzr-Wizzr. • ' 

H.11.JR: Wha t else, Harry? 

MR. o'IHITB : Tba t ia all I have. 

H.~.JR: There is something I wanted to tell 7ou. 

YR. BELL: Does that mean we'll have to increase our 
output of mil itary notes? 

UR. WHITE : As much as possible . 

lfl. BeLL: Probably ought to prepare to go rutside, 
then. 

H.K. JR: I had something on that I wanted to tell ;rou 
tha t I picked up. 

Ob, there is one thing that I spoke about in Cabinet. 
I mean, I told it to the President at lunch, and be ex­
plained about bringing Italian prisoners over here. 
Well, McNutt is very much interested, and I think he i s 
going to do something about it. But they will bring them 
over as volunteers. 

I know wba t I wanted to get to: There was nobody at 
the table--the Attorne{ General, the Secretary of War-­
who re&J.ly knows the egal ata tus of Italian prisoners in 
this country. 

KR. .'IllitE : The legal boys tell us you can make it 
&111thing you want, as usual. 

H.K. JR: I asked the Attorney General. You might 
contact him. (Indicates Mr. O'Connell) 

These people coming over from Italy would come over 
under the contract labor clause . Than they would clearl7 
not be pr isoners . Th~ would be organized in labor 
battalions and paid r eal wagas. 

They a.ll agreed that a good part of the moner should 
be kept in escrow until t hef return. 

183 
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!.!R. SULLIVAN: Will tha t be done under a trea q? 

llR. 0' CONNEll.: \Tho knows? 

MR. SULLIVAII: We have a tax pr oblem there. We have 
a treaty with Kex1co now, and most of the t rack workers 
on the Southwestern railroads are Mexicans who are exempt 
from income taxes. Canadi ans are now being brought in. 

MR. O' CONh~: That wi ll be quite different. 

H .~.JR: Like t he people trom the Bahamas. 

KR. O' CCNNEL: The Italian situation is different. 

H.ll.JU: Yr. Stimson knew nothing--nobody at t he 
table knew. I asked Mr. Biddle if he wouldn't please let 
me know, but he is veey sloppy about t hose things. So I 
called hie off ice. 

MR. BLOUGH: War Yanpower was in touch wi th us again 
Saturday, so they mSf be on i t • 

• 
H.loi.JR: On this thing? 

l!R. BLOUGH: War Yanpower wants legislation to per­
m! t an;r laborers to be brought in from any11here an.d not 
have withholding applied to them. 

184 

H.ll.JR: I made the suggeetion that, after al l , the 
boats are oOIIIing over empty now to America. The;r could 
br ing the se I talians, and then when they go back to bring 
our troops back they could bring the Italians back at 
that time. But I think somebo~ here ought to work on 
the pbese of a contract and bow you put the money in eecrar 
and when you pay it to t hem and bow. 

To me I don't know bow that thing is done, but 
evidtnt!;r t hese Bahamans or llexicane have some kind ot an 
arrangement. I think they ou£ht to be paid when they leave 
with a draft on the Bank ot Italy, eo they couldn ' t actually 
caah it unti l the;r get over the re. You people mignt be 
looking i nto that. . 

MR. o•coNNELt: We are, in a general way. But i t ie 
a little difficult to know what the raota are. 
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H.~.JR : McNutt said, "Don't just aay agri cul tural 
workers; we need common l aborers. " 

1€5 

MR. III!ITJ:: : There is an unlimited supply of competent, 
doci le l abor there . I t is ridiculous for us either to 
draft fathe r s or have a shortage of labor when all you have 
t o do ia ship them over here. Thq are wai ting in droves. 
You couldn't keep them off the boate. 

MR. GAS"roN: They will &lso w&nt to stay, &nd & .Large 
percentage will. 

H.W. JR: Not under contract labor. 

MR. Wlll'l'E : If you w&nt t hem to at&y, there is no 
harm. 

MR. O' CONNELL: They'd have no r ight to stay. 

l4R. OASTO!!: Then you have the problem of getting rid 
of them i f you don ' t want them t o stay. 

I!, J,, JR : Herbert, you bring a m&n over under contr&et 
labo~, f inger-~rinted and numbered and everything else. 
We si gn &n &l'IUStioe with Germ&ny, &nd bingo! I'd send 
them b&ok. · 

MR. O'CONllKLL: ·There is no question as to llhat you 
c&n do leg&lly. 

MR. G.lS'roN: There will be practic&.l. and poli tical 
difficul t i es getting r id of them. 

H.W.JR: I don't agree. 

MR. G!S'roN: 
over, but I •AT--

I &grea i t i a a good ide& to bring them 

H.K. JR: But the diffioult;r with the Mexicans ia 
that the labor unions don ' t want them--the railroad unions--
on t he tracks. And stuff like that . 

MR. :iJLUVAN: The;r &re in terrific shape ~n the 
Southern Paoifio. Most of thei r ba~ge in thur beggt.ge 
rooms hu been handled b;r soldiers aiid aaUora on .Leave 
who wanted to hand.l.e it and make a few extra dollara • 

• 
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H. ll.JR: Incidentail7, Pehle wa.a to have ha.d a letter 
for me this morning on the Argentine. 

WR. O'CONNELl: I'll check as soon as I leave. 

H.M. JR: George? 

lm. HAAS: On the domestic f iiWloial front , I think 
the most urgent quest ion is one of exoesa reserves. 
That will affect our whole rate structure and drives and 
everyt hing else from here on out. 

H.ll. JR: We are going to do t his deferment t hing 
that Bell talked to me about--and then 8.01 time after 
eleven I'll put in on excess reaerTea. 

J.IR. !!.U.S: Some of these outs ide boy a are here today 
and won't be here tomorrow. 

I(R, BELL: Well, we are going to have a meeting either 
\Vedne sda.7 afternoon or Thursday morning with the Federal 
Reserve, a.nd-tben rou will see them at three o' clock 
Thursda.7. "' 

UR. HAAS; You want these outside consultant&? 

H.li. JR: Are the7 in toda.r? 

WR. H.US: Three of them, I think. 

H.loi.JR: I ' d ra.ther do it, let's aay, at elenn 
t hirtr--exoeaa reaerves. 'ftlen rou'll ha.ve a ha.1! hour. 

lilt. IllS: That is all . 

KR. O'CONNEll.: Yesterday' a papers f eatured the 
appointaent of Ba.rne:r Baruch i n B:yrnea' office to work on 
contra.ct termi na.tion prob.Lema, and be also announced the 
meeting tomorrow. I wondered if a.D70De here had re~eived 
a.ny word about tomor row's meet ing. It is of great lmpOr­
tanoe to the Department, beoa.uae the7 neoessari17 get ~nto 
diapoaition of surplus profit• and all tha.t sort of thlDg. 

H.K.JR: Wbf don ' t rou ca.l.l up Ilia office? Should I? 

)IR, 0' CONNELL: I don It think that rou should, 
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Vr. Secr etary. I think that we will be contacted. I 
tllought JU.fbe Dan had heard alreaill. 

MR. BELL: I as~ed we would get notice of the meet­
ing, but we have not. 

H.M.JR: Would you call up and say I'd like O'Connell 
and McConnell to represent the Treasury? 

WR. O' CONNELL: If I migllt eay ao, if it wouldn' t be 
too many there, there ought t o be someone who is familiar 
with practical termination of contract provisions. People 
in the Procurement DiTiaion have been working on it for 
about two years. 

JIR. BEU.: I think SUlliTan wght to go for Pro­
curemant. 

H.V. JR: You can't send f ive people. I' ll be glad to 
have John go. 
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MR. BELL: I think be ought to go if it is cancellat ion 
of contracts. If it is the whol e po•t-war problem, soma­
body else ought to go. But as I understand it, the first 
meeting will be on cancellation of contract. 

l!R. 0 ' CONNELL: That i s r ight . 

H.li.JR: wey not let John and UoConnell go-- the two 
or them? 

is. 

JIR. BELL: I think that ia all right . 

JIR. SULLIVAN: Let ' s find out )ust what the meeting 

H. II . Jit: Will you handle it, Bell? 

WR. Bl:l.L: lll r ight. 

H.K.JR: You stay behind; I have another idea. (Ind­
icate s ~ . O'Connell) 

l!R, O'CONNELL: .Ul rigbt, air. (Laughter) 

B.lil.JR: This one ia legal! 
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MRS. KLGrZ: They are all legal. 

H.W. JR: That's right. 

Listen, young fellow; your people are here Tuesday 
and Wednesday? 

}.lR. GAIABLE: Yes, sir. We like that very much. We 
had thia meeting yesterday afternoon and they were unani­
mous in their acceptance of it. We'd like it Wednesday 
noon. 

H.ll.JR: Well, I was thinking I cou.Ld have tb• here 
tor lunch md have them come over right after lunch. 

MR. GALIBIE: Either that, or have luncheon with us. 
We ' ll have a Tery nice one on Wedneadq. 
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H.~.JR: Will you? Would you like to have me for lunch? 

MR. G.t.MBU: Yes, sir. 

H.lii.JR: Does that include me? 

l!R. GAI~BLE : Yes, sir. 

H.JJ.JR: Does everybody pay for h!.meuf? 

MR. GAlUlLE: No, we have it all worked out. 

MR. GiS'l'W : Kqbe that is what be means--you are 
being included and not inTited! 

MR. Hi!S: You are a majorit.r stockholder! 

H.M.JR: How do you get th&t 1111'1 

ILR. GAMBLE: I am entertaining them. 

H.U.JR: You are? 

MR. C'..t.UJIU: The Treasury is a partner up to a 
certain percentage. I h&Ten't fixed that percentage. 

B.K.JR: Ban you worked it out with !lorman or Charlie 
Bell? You can get lt deducted. 
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liR. GA.ST<:fi: Put it through one of the New Jersey 
Banks IIJld Allan Sproul will appron it. 

lolR. SULLIVAN: You don 't know how fUIUl1 that is. 

H.Y.JR: Yes, he does. Is there 1n1thing else, Ted? 

liR. GAMBLE: Yes, the Nelson matter. 

R.ll.Jft : What time is the lunch? 

liR. GAMBLE: One o'cl ock at the Presidential Ro0111 at 
the Stat ler. 

liR. 1/HITE: llost of the Departments han an enter­
tai nment tund, but it is subsidized in another way. 
Thq han a little dinl.ng room whi ch the Deparblent l'Uila. 

R.W. JR: ( Seoretary places a nail to Donald Nelson, 
inviting hila to lfr. Gamble' a Wednesday luncheon) He will 
be glad to come. 

KR. GAUBLE: Good. Now, we should spend f ive minutes 
with Smith. I am meeting rigllt after this with him about 
tomorrow morning. 

H.ll.JR: He has cer trouble. You had better get 
t ogether with him. 
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KR. hHITE: I don't want to be diverted, because I 
IJII seri ous about this bu.aineaa. The Treasurr Department 
doesn't do five percent of the entertai ning, which ia alaoat 
a vital lllin.iDm, and when wa take a group of two or three 
out aoroaa the street it coats ten or twelve or fifteen 
dol lare. We do it occasionall y, but we don't like to do 
it. We do it much less than we should. 

What do other agencies do--take tbe Federal Reserve 
people? Thq have a nice little dining rooll in which a 
meal coats seventy-five cents or a dollar. Then you don't 
mind taking a half dozen people every week or so. The 
bulle of expenditure of opera Ung the t dining roca is scae· 
how or other thrown on the agenor. The onl:r char ge that 
the individual has is wh& t praotioallT covers the raw 
111.teri&l. I'd aerious!T like to advance the suggestion 
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of having a little dining room, and neey one of ua-­
·well, I'll apeak for JII1'S&lt. I knOll' that there are a 
great IIIAilY people I ahoul.d han to lunch that I don • t have 
to lunch, and I think it is true of a number of the other 
men. But they can apeak for themselves on it. 

Another thi ng la this : It h ney nice to han 
people come to the Treaeury and meet Treasury people. 
There are an, number of occasions when it would have been 
very nice to have people meet a half dozen or a dozen 
of the staff members, but you can't do it. It is a question 
of inviti ng a half dozen or a dozen staff members out , 
and of course we don't do it. I thlnk it is a serious lack, 
and I think it is a little unfair to expect our staff to 
be placed in the positim of receiving 1n'fitatims all 
t he time and not being able to return them, as it happens 
in every ministry of finance and enry department I know of. 

H.Y. JR: l(y dear Harry! I organized that dining room 
d011n there on the second floor for t hat purpose. 

lo!R. WHITE : Unfortunatel.y, it is occupied enry day 
by a different divis ion, and quite legitimately so, so 
there is rarely an occasion open. 

But if there were a regular din ins: room wbe re you could 
come and go and make the small, evan though additional, 
expense--

H.J.!.JR: The purpose of that dining room originally 
was that the nine- thirty ~oup should invite thei~ ~rienda 
for lunch. It never was 1ntended that each dar somebody 
should grab it oft. 

KR. BELL: We ' d bet ter atop the staff luncheons, th.en, 
and have it available enl7 day tor anybod1 who wanta to 
use it. It is all right with me. It is available only on 
Fridays and Saturdays now. 

B.Jl. JR: The idea was that the nine-thlrtT group 
would have it avaU able; that thtT could go there for lunch 
and take their fri ends t here. 

KR. WHITE: That would be very nice. 
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H.U. JR: I never intended that eaoh department and 
division would grab it of! !or a 'lilole dq. 

MH. WHITE: Does aeybodf agree with the desirability 
o£ it? 

lo!R. SOU. IV AN: I think we all do, I!Ar ey. 

liR. \Yl!I TE:. To sar nothing of t he terrible service 
you get. I t takes rou an hour and a hal!. 

H.U. JR: U thi a were r un as I i nt ended, so ther' d 
let them know br ten o' clock who was oOIIling and how Jllall1 
and you oould have it t he war 70u wanted t o--one long 
table and two or three little tablea--

IIR. SULLIVAN: It seems to me you can do both things. 
All you need is one otber r oom on the other side or this 
kitchen. You Clll continue to have theee start luncheons 
and still han the thing Herr., is talking about. 

lo!RS. KLOTZ : I don't think the present one is big 
enough. 

H.M.JR: I never intended to have it for the staff 
luncheon. I think that the purpose Har rr is talking 
abou t is t he original purpose. 

How, it you f ellows t hink it ia important t o continue 
the start, then find an addi tionel room. I think it is 
much 110re important to ban it f or the people you want 
t o drop i n with. 

KR. BEIJ.: It is important t o have the staff meet ings; 
it is not necessar il'1 important to have staff luncheons. 
It 1s a little more pleasm t t o have tbe luncheon, but it 
is more important to M.ve the 11etting. 

loiR. WHITE: It would be a sh&lllt to eli.lllinate these 
start lunoheona. 

H.W. JR: You haven • t got too muoh ki tohen r oom. 

KR. BELL: Nor the help, either. 

KR. O'CONNELL: I don' t know what the or i gin&l basis 
was of aetting the roca aside, but I do know the General 
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Counsel ' s office uses it every week, and I would hate to 
have it , from our point of view, discontinued. It is very 
valuable to us. We have it as a canbinetion staff l uncheon 
and meeting. We also combine a little bit of Harry's idea 
by having someone or a couple of people from outside come 
in almost every week to meet the people on our staff. 

But even apart from the last thing, it is almost 
impossible for us to get our people together from Revenue 
ana Procurement and all the other places. 

H.li.JR: 'Rb,y ct.n't you meet during t he day? 

MR. O' CONNEll.: It takes about halt of the day's 
time , but we used to have staff meeting at t en thi rty in 
the morning. 

H.ll.JR: You peopl e talk with Norman and let Norllll!.n 
get t he ideas . He can talk direct!T to me about it. How 
is that? I'll appoint Norman and mfSelf as a committee. 
You fellows talk to Norman first . I don't think we can 
run two. 

1~2 

1~. THOMPSON: The help is the real problem. The messen­
gers don' t like to do t he cooking. Some days we have had to 
discontinue the luncheon because we couldn't get cooke. 

H.li.JR: I think Harry has a good idea, and I think 
hie ia more important than the staff luncheons. 

MR. 'lllOliPSOJi: I tried to arrange with the Recreat 
and Welfare J.ssooiation to serve ua and bring the lunches 
over, but t hey wouldn' t do it. 

MRS. D.OTZ;: How does Procurement do it? 

KR. TROMPSON: The Association rune the cafete~ia _ in 
the building. Where you have a cafeteria in the bu1ld1ng 
you oan do it very easily aa an adjunct to the cafeteria, 
and there isn' t ao much additional cost to it. 

MRS. KLOTZ: Because, really, to go out to lunch you 
can' t get back in an hour, and it ia vary expensive. 

KR. B&JJ.: Perhaps we cou.Ld take another room next to 
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the present dining room or a ~~~~&ller rooa where 70u could 
have six or eight people for apeoial ocoasiona such as 
Harry mentions. 

H.M.JR: Will TOU look into that? 

UR. TIIOMPOON: Yes. 

MR. SULLIVAN: Here is that memorandum on Elaplre . 
Ordinance . 

{Hands to the Secretar1 memorandum of November 6 on 
»npire Ordinance from llr. Sullivan to t he Secretary) 

H.li. JR: 'l'llanks. 

Herbert? 

liR. GASTON: Not a thing. 

H.Y.Jih All r ight. We go immediately into this 
mee t ing with Bell, don't we? 

liR. Bll:U: On deferment. 
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DEFERMEN.TS 

Preeen t: Wr, Bell 
Kr. Gaston 
llr, Thompson 
Wr. O'Connell 

H.II.JR: O.K., let's go. 

NoYamber 8, 1943 
10:30 .... 

IIR. BELL: We han no specific indiYidual cue to 
take up, but I surveyed the whole Department and made a 
summary of the reports that came in, 

(llr, Bell handed paper entitled "Summary of Reports 
from Treasury Bureaus and Offices Regarding the Department's 
Draft Deferment Policy" to the Secretary, copy attached,) 

H.M. JR: Well, Public Debt baa eight poai tiona with 
two positions now included. That is for occupational 
deferment, ian't it? 

IIR. BELL: Yea, 

H.II,JR: Ie there any hal'll in haYing them aek for 
additional poaitioos? 

IIR. THOKPSON: It refers to occupants of eight poeitiona 
to be deferred if they are reached. They put the poaiticna 
on the ke)' li at, 

H.M.JR: •Requeata permi11ion to add 8 positions to 
ita 2 positiona now included in Department's ke)' list,• 

MR. TH~SON: The Board of ReYiew decide• certain 
poaitiona are subject to draft deferment or should be, 
But fir1t you haTe to get the Draft Deferment Committee 
to make key poaitiona, 
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lffi. BELL: That ia the aanpower probl•. Then 70u 
still have the decision to make es to whether 7011 want 
to defer the individual when 70u came to him. 

R.W.JR: I am simpl7 saying - O.K. 
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YR. GASTON : That doesn ' t commit 7011 on the individual. 
You st ill have his case to take up. 

H.W. JR: All I sa1 is, tr1 to get them on. Then we 
can decide afterwards , 

KR. 0 ' CCJi!IELL: I think this disposition is aanewhat 
unrealistic. These positions were selected on the basis 
of the eight individuals thet are in the poaitiona. 

lffi. THO»PSON: Yea, we wouldn't put the jobs on the 
ke7 list otherwise. 

MR. O' CONNELL: You know the men, and the7 are in 
the eight jobs; this is the fi r at of t wo steps. A~ittedlr 

rou can break them in two, but 7011 are going prett7 far 
n t aking the second step. 

KR. BELL: ill you are doing here is protecting 7our­
aelf in case J OU wan t to later defer the man. If JOU 
don ' t protect 7oursel! and later want to defer hia, JOU 
can 't defer; he has been passed by occupational defenaent. 

KR. TII<J(PS<Jf: Two were. It we don't get them on 
the ke7 liat, then the Board allowa thSI to submi t tbSI 
at the tiae we defer tblllll . 

H.W.JR: But supposing they oame to me wi th t ears in• 
their e7ea and said, -ror God's aake, defer these people . 
I can' t if the7 ars not i n key poaitiona? 

MR. THOUPSON : You could take it up under another 
proYiai on. 

lffi. GASTON: Your position is better if the7 are 
on t he key liat. You oould take it up ae an individual 
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caae, but your chances wouldn' t be aa good aa though 
you had them on the key list. 

H.W. JR: I understand what I am doing now and I say 
let's go ahead and get them on the key list. ' ' 

llR. BELL: That ia right, 

H.W.JR: Now the Bureau of Cuataaa: "The Custama 
Service ia encountering ser ious difficulty in performing 
ita functions because there are no deferments for guards 
and i nspectors. Collector Durning particularlr urges 
policy of deferment for these aan. • 

Wy answer to that ia no. If we run out of men, let 
the iray step in and do it, I hayen't done it for Secret 
SerYice; why should I do it for this? 

WR. GAS TOO: There ia a distinction, I won't make 
a strong plea on that. There ia this distinction: These 
men are guarding ships and cargoe~~ocarrying Lend-Lease 
and irm;y supplies, The guardi.ng work ia indhpensable, 
If we can ' t autfioientlyman the ehipa, then the irm;y or 
the NaYy will haYe to atep in, and·they cannot do it aa 
efficientl1 eo it will take more men to do it. That ia 
the ai tuation. 

H.W.JR: I still sq no, li.r. Gutoc. I mean, that 
h tul'Ded do•. 

liR. TI!()(PS(Ji: Dul'Ding •• down. He eaid that you 
ought to get S7JI~th1 frca Washlngton. 

H.W.JR: I can' t defend it in Tin of other a tepa I 
haYe taken, I just can't aee it, 

KR. THOMPSON: It may not be aa bad aa he thinks it 
will be, 

H.K.JR: 'r mean, I am nry critical of all the troop a, 
serYicea, and aupplies I aee in ilgi era. I am ~ritical 
of that, and I haYe a lot of deferred aen guarding 
persona here. Look, I aade the euggutioc and nobody baa 
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taken it. Will aamebod¥ take thia down? Call on the 
Home Guard of the State of New York - the1 are moatl1 
World War NIIDber I veteran a - and aak tham if the1 don • t 
want to volunteer for thia aeniee, The1 hue a tine 
organization. 

MR. GASTON: Well, thia ia a full time, twenty-fou.r 
hour job. 

H.li. JR: Ya7be 70u can recruit from that organization. 

llR. GAS TOll: litJ"be eo, 711. It ma7 be that we are. 

H.N. JR: lla7be you can recruit tram that. "Defel"'lanta 
for technical and adminiatrative men in apeoial inatanoea 
ia reocmunded b7llr. llack." That doean ' t mean ao1thing. 

llR. 'lliC&IPSClh Nothillg apeciti e, no, 

H,li,JR: "Bureau of Engraving and Printing haa lost 
545 amplo7eea to the militar1 service. The moat serious 
shortage exiats among plate printers, printing pressmen, 
and bank note engravers, and force should not be further 
depleted, Defenaents f or t beae olaaaea are desi rable if 
and when called. • 

Well, I thought the Al'fl.1 aa gdng to furlough them. 

llR, BELL: We couldn 't find a01bod7 wi thin the area. 
They wanted them to be close around so they wouldn't have 
to bring th11111 acrou the countr7. We couldn't find ao1boclJ 
around here who would tit into that category tnat we anted, 
We par ticularly wanted preuaen to take care of thia 
milltarr currencJ, but we haven't found any 1et. 

H.K.JR: I would be a7&patbetic if you sent in aome 
namee of prea .. en, for instance, or plate makera. 

llR. BELL: We UT have to do that. 

llR. THCKPSON: Kr. Hall aaid that he would rather 
have deferaent on engravers tban aDJ otber group. 

198 

Regraded Unclassified



- 5 -

H.W.JR: Have fOU got thea• thinga aet up in kef 
poaitiona, angravera? 

WR. THOMPSON: They are on the liet of essential 
jobs. 

R.M. JR: Key positions? 

llR. TI!OWPSON: We hann' t ut them up, but-­

llR. BELL: Occupational det eraant? 

llR. THCMPSOH: We hen had none of the. 

llR. BELL: Soae of them han gone to the Artq and 
are not doing aeything for which they are qualif ied, 

MR. GASTON: Thoae are hand engravera? 

MR. BELL: Yea, steel engravers. 

H,M,JR: Tell them to send in eome names. I would 
be sympathetic to that. 

llR. 'lHOWPSON: He has nothing to au bait now, but if 
he gate a caee he would like to feel you are IJRp&thetic, 

H.K.JR: We han to kup the ICing of ItalJ going. 

llR. BELL: He hired two thoueand two hundred and 
torty-aix people laet year, and he loet two thcuaand 
two hundred and twenty-eix, eo he gained twant7 on the 
fear, 

H.K.JR: He is alaost ae good as Ford, Ford has a 
lOll Of one-third eTery aonth, 

llR. BELL: In the month of September •• lost four 
hundred and gained f ive hundred. 

H.M. JR: Now listen, don' t get into detaila. 
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MR. BELL: I aa juat telling TOU how hard it ia. 

H.Y. JR: All right, TOU are making a little head .. T 
here. I am telling TOU that, after all, let Hall came 
through with aamething, 

YR. BELL: Yea. Well, that ie eomething new. He 
hae never f elt heretofore he could aek. 

H.Y. JR: • Yint work h higblr epecialbed and it ia 
urged that the Yint should atend on an equal footing with 
other IWlufacturing plants with rerrd to dt!el'llent of 
emploTeea in critical occupation•. 

Well, agai.n, if thei r people are making panniea, 
nickels, and dimes and we are abort, TOU haTe to haTe 
somebody on the preaaea, or whateTer it ia. 

IIR. BELL: It is higblT technical. 

MR. O' CONNELL: There is a list on the next page. 
Sane are technical, and so of th~ are eTidentlT not. 
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H.M. JR: Well, the Assistant ia certainlT not tec:hni ca•l,; 
Assistant Director of the Mint, I am interested in the 
fellow who works the machine. You can ' t break in and 
teach--

KR. THOUPSON: It is getting verT technical. 

H.Y. JR: Let th .. eend in saae--

KR. BELL: It is getting critical every place, 
becauae TOU han taken all of the old cplOTUI out and 
theT han gone into the mill t ary unica. You are 
br inging new people in who are not nearl1 aa good aa the 
old, and thaT can't learn the supeni 1orr joba. You are 
losing all of TOUr quali~ied people. Tbat ia t rue al l 
oTer the GoTernment aervlca. 

B.M. JR: I am willing to loc .. n up a little bit on 
SaT, the machiniata, electr icians, assarera, and things 
like that. 
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){H. BEll: .Another trouble we are haYing particular!I 
in the San Francie co lli.nt which you oan' t cor~ect, in this 
matter is, you can't compete with the airplane industry. 

H.Y. JR: Don't give me too manyi I will never get 
through with it. 

VR. BEll: I will let you lcnow the problems. 

H.K.JR: I read the papers. 

"Bureau of Internal Revenue - 4,062 employees have 
entered the anaed forces . Cammisaioner atates that 
continuing lou of technically qualified peraonne1 baa 
aerlously affected the efficient conduct or the Bureau'• 
busineaa . 

"Cammiaaioner reca.menda that Bureau eaployeee be 
deferred wnoae duties and qualification• are supervisory 
or of technical or specialized nature, including personnel 
of the inapectional and investigational services and 
employeea in key positions, who are over 35 years of age 
or who are not physically qualified for active duty in the 
ai'!Ded forces . " 

I would be aympathetic to aeeing aome of those. 

lm, O'COONEll: He isn't aeklng very much. He is 
on!I uklng for people between thirty-tlgllt and forty-fin 
not physically qUalified, 

lm. GASTON: PrillarilT he ia uklng about intelligence 
unite and technical etatf. 

H.M.JR: I would be a1Jipatbetic. 

MR. 0' COOEll: We aade a eurvey of the lawyera in 
Internal Revenue and we only had forty out of the three 
hundred and forty wno ware between eigPtten and thirty­
eight. The raat were over thirty-eight. We caae to the 
concluaion that we didn't have any probl .. , because if 
we lou all forty, wnicb would bt i110redib.Le - I aean, we 
aight loae half -we would bt able to abaorb it. 
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H.l!. JR: I han to keep aoving. 

"Foraign FuAda Control now baa 3 daferred men and 
asks that, in addition, deferment be obtained if they are 
called for John S. Richards, Special ! eeietant to the 
Aaeiatant Director in charge of Enforcement and for James 
J. Saxon, Speci al Assistant, now in North Africa." 

MR. THCI.!PSO!f: If those caeea CCIII& up, I think we can 
sulmit them on the merits . 

H.li. JR: Yea. 

Bow old ie Pehle? 

MR. O' CONNELL: About thirty-four or thir ty-five . 
Ha ia on your key list already. We have three men in 
Foreign Funds on your key list, Pehle, Smith, and Ward 
Stewart. 

B.Y. JR: I would be willing to aek for deferments 
for those. 

II.R. 0' CONNELL: You mean Pehle? 

H.li. JR: Yea. You see the raaeon I changed, you 
people want to know why I have changed, I see ao many people 
ln uniform who are absolutely doing work which is not aa 
important as the Treasury work, and juat because they haYa 
a uniform on there is nobody eritioiting thea. ~hey 
si t bahind a desk and are aaJb• juat twirling their thumbs. 
J am disgusted. 

KR. GASTON : There are plenty of the~~. 

H.Y.JR: I am disgusted. If the men like Pehle are 
willing to stay, I would be willing to aak for a deferment. 

MR. BELL: The unfortunate part of it i a they get all 
the oredi t for being in the Army and all the mill tar1 
benefits that flow frCIII it afterward; and these fellows 
who sit a round here and get deferred don't get credit, 
but abuu. 
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I(R, GASTON: When you let thoae fellows go into the 
Army t lou are not doing a favor t o the Goveriiiien t you 
are ClO ng a favor to the man. ' 

MR. BELL: That is right. 

YR. O'CONNELL: It hae forced a lot of our people 
into the !rat:[. 
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H.M.JR: These things change; it is a changing sentiment, 
You see all these f ellowe in uniform with high ranks, it is 
disgusting. I han changed, ... 

MR. tH~OH: Pehle makes an intereating suggestion 
in the next paragraph, that we ahould inalst on a deferment 
for anyone that you are willing to defer who doesn't want 
to be deferred, 

H,lol, JR: 1hat, I think, ia sanetb1ng I would not do. 

;;.. ){R, 0' CONNELL: VIe had a problem a week or two ago 
while you were away, Aarona le one of our best men working 
in Foreign Funds and Stabilization matters . He was on 
our-key list, and when his notice came fro. his draft 
board to be reclassified, he waa entirely unwilli.ng that 
the Department request b1s deferment, 

H.W.JR: I nenr would do that. I think that ia 
unfair and unJ.aerican to insiat that a man can't go 
into the Army if he wants to. 

I(R , GASTON: I think only the Prtaidtnt should ask 
a man to stay under thoae circ1111atancea . 

H.loi . JR: And I don't think he baa the right to, 
either, I! a aan wante to go into the !nay or MaTT he 
should be permitted to. 

Now the Division of Tax Reaearoh. "The Dhiaion hu 
alraadf experienced a substanti al loss in peraonnel to the 
military services. Eleven employees have enlisted or betn 
drafted. 

Regraded Unclassified



204 

- 10 -

"Of the 15 prof essional employees within draft age 
all except 5 are 4-F. All of the 5 not in 4-F are pre-' 
Pearl Harbor fathers . Two of these are in 1-A one in 
S-A, one in 2-A, and one in 3-B. It ia poaaibie that sc:a.e 
of the 10 now in 4-F may be reclauified, All of the 5 
employees not in 4-F are in the upper grades and occu~y 
respond ble position a. Requests deferment& for 5 proreuional 
men. " 

Well, I would be sympathetic to that. 

KR. BELL: They are higjl.ly technical people. 

KR. G.lSTai: You can put them on the key liat and 
take them off . 

H.M.JR: "The immediate office of the General Counsel 
baa lost 15 men to the Army and 6 6y resignation, so that 
any further defections will increasingly impair the can­
potence of t he staff. The present staff canpriaes 15 
lawyers , Seven of these are over 36, 5 are 4-F, 2 are 1-C, 
and only one ia 3-A. It is apparent that future draft 
callsw ill not do much t o this group. • 

MR. O'CONNELL: What we are really saying ia, we are 
all riaht. We have no dra.ft problem, because we have 
lost ail the fellows . 

H.M.JR: "The Forei~ Funds Control le~l section ia 
one of the moat importan of the legal uchona and ia 
the one which will be heaviest hit b7 the draft . In this 
group are 33 lawyers. 15 are 4-F, 12 are 3-A, 4 are over 
36, 1 ia 2-A, and 1 ia 2-B. .lll of these are top-notch 
men. Tbe7 can not be replaced even with top-grade lawyers 
frc:a. the outside , Since 19 aen have been lost. to the .lrm¥ 
out of this section and 7 have resigned, the diffi~ulties 
to be faced if many more are lost becane apparent . 

Well, send in same names . 

MR. O'CONNELL: We are not suggesting there. Our 
problem relates to the three top men, Luxford, Aarons, 
and DuBois. They are all on the key list and in the 
process of being reclassified. 
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H.U. JR: Illl't DuBoie a bunobback'l 

WR, O' CONNELL: He baa a little muscular something 
in the back of his neck, and I doubt if be will pass. 

H.M. JR: But Aarons has gone? 

MR. O' CONNELL: He bas not gone. He is being re­
classi fied , He will probably be reached in a month or 
six weeks, He was classi f ied out in Milwaukee. But 
we have the three f ellows there who are all in the same 
boat , Luxford, DuBois, and Aarons. 

H.M. JR: "Internal Revenue . There are 330 attorneys 
in this section, including 16 women . I t does no t appear 
that l osses through the dra!t will present any very serious 
problau there . However, 60 lawyers have been lost to 
the arQed services and more than 40 have resigned in the 
past year and a half . " We should have more women! 

When they resign, do they go somewhere else? 

MR. O'CONNELL: Either to other agencies or private 
practice. 

H.lo!. JR: They are not asking tor anything there? 

lo!R. 0' CO!INEU.: No. 

H,lo!,JR: "Other legal sections . The legal sections 
ot Customs, Procurement, Comptr oller of Currency, and t~e 
Bureau of the Public Debt are in relatively good shape. 

"Tax Legi slative Counsel' s ott ioe. This of fic e ia 
relatively small having only 10 lawyers . The key man 
i s Stanley Surref whose defe~ent will expire Nov~ber 21, 
1943. The only other man in the offi ce who is subJect to 
draft and diffi cult to repla.ce is .Adrian W, .oeWind, who 
ia 30 years old, mar ried and baa one child. 

Foreign Funds - I would be will ing to aek for Surrey. 
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liR. O'CONNELL: We thought that if he is willing 
we would ask for a three-months detsrment. The1 m&J giTe 
us si~. Anyway, that would be consistent with the letter 
you wrote him and the theory undsr which we asked tor 
him. We are not through with the tax bill yet. 

What about DeWind? 

H.K. JR: O. K. 

2C6 

liR. 0' C<llNRLL: He ia a good IIWl and right square 
in the middle of the tax bill . "' 

H.Y. JR: ill right. 

"The principal problem is concentrated in Foreign 
Funds Contr ol, and t he LegialatiTe Counsel's Office. The 
problem reTolvea around a relathely few men: Surrey, 
in the one office, and Pehle, LU~ford, DuBois, !arona 
and possibly one or two others in the other office , The 
lou of these men will almost cripple theae offices. " 

MR. O' CONNELL: This is juat a summary. 

H.K.JR: "DiTision of Monetary Research. Mr. White 
adTiaea that he will e~ect to ask for def erment for not 
more than two or possibly thres persona from his DiTision, 
if and when called." 

That ia all right. I loo1ened up a little bit. 

liR. BELL: ~ite a bit. 

H.K.JR: Wall , as I eay, I think •om• of thaa era . 
doing Terr much more useful work here than they are 1itt1ng 
behind a desk enn though it il Algiers or Pahl'llo. You 
take, for instance, Lt. Col. Polet t i , the Klnf of Sicily; 
he baa boy• twantJ and twenty-one year• old n offices. 
He has young Enilish and !llerican Lieutenant• looking 
after things. There i a no •~ouse. 

liR. BELL: I agree, 
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KR. GASTON: or courseLpart of that is the A~'• 
desire to maintain power , They won't have civilians in 
those jobs . 

H,J.!.JR: &t they don't need to han kids twenty-one 
and twenty-two yeara old. 

WR. GASTON: They won't admit the physically unfit 
for active service int o the Army, and they won't let 
anybody but Army men do th.ia work. 

H.M.JR: Bell, why don't we do the wnole thing at 
eleven-thirty with Haas and everything to give you a 
cnance to catch your breath and give me a chance to catch 
my breath , 
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SUIIliARI Of REPORTS fiiCII Tt!EASURI IIUR!AUS Al•D Ofi'ICES 
RmARDl!IO THE DIPARDIENT' S 1l11AfT l»ll'lllillllN'1' POLICY 

aur•au or the Public P.bt 

Roquee~e permieoion to add 8 pooitiono to ito 2 poaitione now 

included in Department' a key liet. Oocupente are all pre-Pearl Harbor 

tathore, occ11pying supervisory poeitione, &goa 29 to 37. 

Bure&\.1 of C!i!tg!! 

Tho Ou.etoou Sernee ie eneounterine ao.r louo clitticW.t7 in per-

2C8 

torlllng ito tllnetiono beeauae thoro are no dotonoont.a tor euardo and /11..-.,..­

ina~oetoro. Collector Durning particW.a.rlJ ureeo pol107 of deferment 
,.---

tor ~hoao ....,. 

Procurwnt Dirlolon 

Determenta tor technical and adm1n1atrat1vo men in special inatancea 

1a rocO<Mondo4 by llr. )(aek. 

'ltt&U ot lngr&Jing and Printing 

Hu wt ~~ mployeea to tho llilltarJ oorvico. 

The .. at lorioue obortage uiata aaone plot • printers, printine 

pros....,, aod bank note engravero, and f orce abollld not be turtber 

do,>leto4. Dofonaonta tor those cl&eeoa are deairable it and when 

called. 

&•r•au ot tht Mint, 

llin~ worl< io biel>l;r opocialised and it ie urred that ~he llint 

ohould otan4 011 an equeJ. tootine with other manufacturing pl.anto with 

reprd to detonMnt of ~oyeoo in critical occupation•. 
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Deferments are requested tor 

Aee&yera 
Die oettera 
llaohinieta 
El.eotrioiana 
.t.leltero 
Aeaiatante and understudies t o eupervieore 
Accountants 
Aeoietant Director or the Mint 
Alliatant Cbiet Accountant 

Bureau ot Intema.l, Revenue 

4,o62 aplo:yeee ban entered the &med forces. 

Coc:nieeioner atetee that continuint loll o! tecbnicaU:r qualified 

p<~raoMel ll&e eorioualy attocted tho etticlent conduct of tho Bureau '• 

businoaa. 

Commiaelonor recommends that Bureau •oployees be deterred whose 

duties and quillticationo are supervisory or or technical or special­

bed M ture
1 

including personnel o! tho inepoctional and investigational 

eorvic .. and ~:veea in kO)' positions, who are oTor 35 :voars of ago 

or who are not p!17oicell7 quaJ.i.t1ed tor actl'fl duty in tbe a.med forces. 

Portim lun4t Control 

Now baa .) deterred _, and uka that, in addition, detement be 

obteined it they are called for .John S. Richards, Special Aeeiatant to 

the Aeeiatant Director in cll&rge o! lntorc.,.nt 1 and for .Jaua J • SUX>n, 

Spocilll Aeeiatant, now in llorth Africa. 

llr. Pehle aloo l.e on kO)' list tor defenunt it called. 

llr. Pehle also ree-ds that where an .-plot•• doee not want .to 

be deterred but it io telt. hie eerrl.coe are eo ooeentiel that he ehould 
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be do!erHCI, it abould be the Trea1W'71 8 policy in thoee few cases 

where it ie w1lllng to obtain defemente (a) to uea 4lJ. the 1110ra1 

auaeiona at ite c""""""d to keep the employee in tho Job throughout 

the period ot delement, and (b) that t he Tre~~eury ahould, in writing, 

rtquost the employee to stay in hie Job tor euoh period. 

Qirlsion of Tu Reee"\fCh 

'lba Dl.vieion bas already experienced a eubl't.llntial loss in per401\­

nel t o tho mU.itaey services. Kl.enn oaployeea haYo onllotod or been 

Of tho 15 profoasional employees within draft age, all except 5 

are in 4-F. All ol the S not 1n 4-P are pro-Pearl Harbor father s . 

~o ot these are in 1-A, one in )-A, one in 2-A, and one 1n )-B. It 

is poaoible that ocoao of the 10 now in 4-P may be raclooai!ied. All 

ot tho 5 emplo;yeea not 1n 4-P ar e 1n tho upper grades and occupy respon­

sible poait iona. Requests de!enD&nta for 5 prof e,.iooal .....,, 

Geptril Cowtl 
The iwttd1.at• oftiet of the GepeAl Cqunatl baa lost lS .m to 

the An1q and 6 by reeignation, oo that an:t turt.her do!tot iono will 

incruei~ 1oopa1r t he COIIIPetence of t ho otatt. The present ot&tt ca. 

prioea 15 la'll)'oro. SeTO!l of thos e are over )8, 5 are 4-F, 2 are 1-C, 

and ~ one 1o )-A. It 1• apparent t hat tuture clr&!t calla will not 

do woh to this group. 

Tho Forti m Pun4a Cgpt.rol. legal section i a one o! the 11101t :I.JipO~ 

tant ot tho lopl ooctione and ia t he one whioh will bo heaviest hit bJ' 

tho draft. In thie group are 33 lo'll)'ere. 15 oro 4,.r, 12 """ 3-A, 

2:!.0 
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4 are over 38, 1 1• 2-A, and 1 io 2-11. All o! tboee are top-notch ..,. 

They can not be replaced even with top-grade lawyers !1'0111 the outside. 

Since 19 101n have been loet to tho AJ'Iflll out or this section and ? have 

res1i"od, the d1fticultieo to be !&cod 1t m&'V more are loet become 

apparent. 

lntern'!l RtV!!J!ll• '!'here are 330 attomoye in thio section, includ-

1111 16 _.. It does not appear that looeeo t~h the dratt will 

present ltf1 Ylr'T .. tiOWI probl• thoro. J!owevor, 60 l.&W)'ots have been 

loot to t he a.-cl aorvicee and !IIOre t ban 40 han rooijp\ed in the paet 

7oar and a halt. 

Qther leAAl OOctiono. The legal eectiono o! Cuotccu, Procu..-.t, 

COIOPt rollor or Currency, and tho Bureau or the Public Debt aro in rela­

t1vo1y good ehape. 

Tax Lesi1latiye COUDiel 's Otfice 

'l'h1e o!Uee 1e ralat.1val7 omall, hovinl onl7 10 leWTort. Tho key 

man 1e Stanlq ~Y ...,oso de!enoent will «lQ>iro Novelll>ar 21, 1943· 

Tho onl7 other an in tho ottieo who 1a wbjoct to dratt and ditticult 

to roplaco io Adr14n w. Dotind, who is JO yoaro old, aarriod and has 

one child. 

The principal probl• io con~entratod in Foroien FUndo Control, 

411<1 the LojlialatiYO Counael' o Otrico. Tho probl• rovol ... e around.& 

relatively rew Milt ~. in the ono ott1oe, and Pohle, Luxford, 

DuBoie, Aarons and poooibly one or two othero in the other ottico. Tbo 

looa or thoeo Mil will alaoOt cripple t hooo ottioeo • 

• 
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11an1 ot theae _, will prob~ not accept do!e.......ta. 'l'hla ia 

true with Aarona. There ia no power to !oroo do!tnDenta upon t'- and 

tho O.noral Counsel ia at a loaa to l<now hew he can o!tootinlJ' run 

these two parte of hie oftice, 

"!rltion of Menetaa Reaurcb 

llr. White advisee that ha will expect to aok tor do!ei:'MIIt tor 

, ., .,re than two or posaiblJ' three persona trooa hie Division, it 

and when called. 
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cc-l:r. 'A'hi te 

fl}!Jr: 

HMJr : 

Leo 
Crowley : 

HJ.:Jr: 

C: 

b1!Jr: 

C: 

l;;!Jr : 

C: 

HJ.!Jr: 

C: 

STRICTLY CONFIDE!lTIAL 

Okay. 

Go ahead. 

Right . 

Hello. 

Hello , Leo . 

2l3 ,t 
tlovember g , 191:3 
2 : ~} p . lll . 

Friday afternoon I asked Jimmy to stay and le t 
me t alk to the President Just a mi nute about the 
way that he wanted to get the money tor Governor 
Lehman ' s organizati on. 

Yeah. 

And be said to me Just befor e I left - - he sa!d, 
"Say, now on thls dollar balance position o! 
England, • he said, •I have no obJection to t~..a t 
~oing up to two billion dollare. • And he said, 
They'll ~eed a couple or billion dollars maybe 

for to hel p stabilize tho currency and things 
like that after the war." And I ss1d, "';lell, 
Mr . President , •~it a minute. You signed a m••m~rAn-' 
dum for six hundred to a billion dolla rs. " 

Yeah. 

"Now, the Treasury and ourselves, I am sure, are 
in agreement as to hov this thing ou.-ht to be 
handled. 1 And he sa ill, "Well, I don't see any 
objection to letting them build those balances up 
to a couple o~ billion dollars. • And I eaid, 
•would you do thls , please, nov? Let us handle 
thle vi th the Treasury and 1f vs can get the State 
to go al.ong, al.l right, but I 1 m sur e the t the 
Treasury and ourselves ar e in agr eement. Now, we 
can do more good on this thing i! you leave us 
handle it on the Hill and everything else ... . • 

Uh •••• 

"· •.. and if we ge t too strong on the thing , why we, 
of course , .~11 always sof t en up , bo th agencies will 
1t you t ell us to . " 
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C: 

h":!Jr: 

C: 

Hl·!Jr: 

C: 

l!J.!J r : 

C: 

ffi!Jr: 

C: 

l!l·!Jr: 

C: 

!U:Jr: 

C: 

HMJr: 

C: 

:W.Jr: 

C: 

H~IJr: 

- 2 -

Yea. 

'But won't you please let ue handle it?• 

Yeah. 

And well, I -- he finally indicated that he would. 
Now, !farry just called one ot our boys • .. . 

Harry who? 

Harry ~~te . Your Harry White. 

Yeah. 

And there's no differences between our boys but, 
as I understand, the President is goir~ to try and 
get away tomorrow. 

Yeah. 

Now wouldn't we be better off, both of us, as long 
as we're in agreement, 1n place of bothering him , 
let's take the State Defartment on-- head-on 
ourselves and we couldn t ge t a decloion out of 
him before~6 left tomorrow anyhow. 

Well, l et me tell· you this , Leo. That was f'ri dsy, 
see? 

Yeah. 

And I heard you eey that you wanted to stay behl 

Yeah. 

You remember? 

Yeah. 

214 

And-- I mean I didn't cay any a ttention to it 'till 
I eaw the Presiden t t hat night . I had eupper with 
him and then after eupper he aoked me to come up and 
talk to him. 

Yeah. 
Amo ngst other things, he said to me , "I saw Leo and 
Jimmy Byrnes and Leo,• he aeld, 'brought up the 
question • • .• • Hello. 
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!!MJr: 

C: 

!JJ.'Jr: 

C: 

~"!·Jr : 

C: 

H:!Jr: 

C: 

C: 

HMJr : 

C: 
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Hello . 

He said, "Leo brought up the oueation ot the 
English balances. • And he aa.ld, •I told Leo 
to l eave lt about the way it is now.• 

21~ 

(Laughs) Well, he's-- he ' s-- he appa r entl y 
J.s all confused. Now, who brought it up , aoparently 
mus t have been Ed 8tstt1niuo. See. · ' 

So I said - - Just one mlnute -- so I said, "I ' m 
kind or surprised that Lao should bring 1t up when 
I wasn 't around." And he said, "Well , Leo aaid 
tha he and you wer~ in complete aqreement.• So 
I eaid, "Well, I thought we were. • See? 

Yeah. 

But he said, "Leave it an it ia. • He .utr.' t Ea'J 
anything about two bUll on. So, be tween the tlce 
he aa w you and he saw me otter aupper, he said, 
•Leave it as i s." 

Yeah. Well , you know, I didn ' t wont to argue wlth hlm 
but here 's what I t hink happened. I think that Ed 
Stettinius had talked with him because when he 
talked wi t h me about the thin6 , he seemed to--
I f elt he didn ' t s eem to understand tha t t he one 
billion six hundred million to a billion was what 
had eigned before, beoauae ha started right out on 
me the first minute and said, "Let it go up to two 
billion. 1 

Well . I know he aav Stettlnius i r, the morning. 

Yeah. "iell , now wh.a t are 
way for ua to handle 1t? 
you on the t blng. 

we-- what's the best 
•e•re 1n agree~ent with 

Well I think the best we'J t~ ha ndle it l s the way 
you ~utllned 1t and that 1a tor us to proceed and 
take the State Department head-on. 

Th" t 1 a right . 

And when I mean the State Department, I mean Hull. 

Tha t'e right. 
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HJ.:Jr: 

C: 

Hl~r : 

C: 

H!-!Jr: 

C: 

Hl·!Jr: 

0: 

lll·!Jr: 

C: 

!n~r: 

C: 

HMJr: 

0: 

lll~Jr: 
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And when Hull gets back and gets his teet on the 
gr ound, after you and I have got our sturr all in 
order, I think that we ough t to ask to e~e H~:. 

Tha t's right . 

216 

And then have a talk with him. Now, when I do 
business with Hull direct, I never have any troubl e 
but I think we ought to have a meeting before that , 
Leo. 

Well, let me say thl a to you now. The thl r.g that 
disturbed me - - I wanted our boys, v1th Harry , to 
ge t i n complete agreement and get a memorandum .... 

Yeah. 

••.. that both or us could aign and I vas a l1 ttle 
bi t afraid that they wouldn 't be able to do lt 
thle afternoon. Don't you know? 

Oh. 

And .... 

Well •... 

• •.. ae long as you agree that we don ' t have to ge t 
it over tr~s afternoon .. .• 

Oh , well. .. . 

•... t hen ... . 

• . . . he voulcin 1 t -- he 1<0Uldn 1 t look at 1 t anyway · 

Fine a nd dandy. Then we'll let -- our boys are 
in comnlete agreement wi th Harry -- let them draft 
it up.' 

Nov, one other thing. I -- when I saw the President 
I had a chance to menti on this stopping military 
lend-lease to the French. 

Yeah. 

And he told me twice to go ahead with that. Hello? 

Regraded Unclassified



C: 

C: 

HllJr: 

C: 

Hl'Jr: 

C: 

C: 

H!·!Jr: 

C: 
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Hello. 

So, I wont to -- I hope tha t you and I can see 
eye- to- eye on that • 

. I'll certainly go along with you on that. 

And he said to me twice -- particularl y since 
t he French have made so much trouble about being 
left out of the Moscow agreement . 

Yea. 

So , I think we might do two things at the same 
time. 

Fine and dandy. I ' ll be glad to do that wtth 
you. 

And you say Harry called up somebody? 

No - no . Harry Whi te called-- you see the way 
we left it •... 

Oh. 

•... we l eft i t that Harry Whi t e and our men were 
to get together, you know? And t hen Harry talked 
to our men and suggested they kind of move al ong 
on the thing because they ought to ge t it over 
maybe t hi s afternoon or tomorrow. 

Oh, I see. 

Oh , there was nothing wrong about it, you under­
stand. 

Well .. .• 

217 

He was only -- but the thing that I was ge t ting at -­
the President seemed eo contused on the thing that 
I thought i t was better ae long as you and myself 
ar e 1n agreement, that we handle it together and not 
bother him about it. 

I-- I agree wt th you because I don ' t thi nk he ' s go t 
time and I don ' t think he would move on it until 
Cordel l had a look at 1t anyway . 
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C: 
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C: 
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Wel l , here 's the way I feel abou t i t, too . ~ou 're 
t he Secretary or the Treasury and I'm eu~poeed to 
have charge o f the r eeponeibility of lend-lease. 

Yeah. 

Now , !>lay be '"'e have t o ge t tough on this program - ­
tougher t han, ~erhape , the Pr esiOen t coul d personally 
ge t himself. 

That ' s r ight . 

And it we have to do that , I think we should do it. 

I agree and I think until >:e a r e in agre~:nent and 
evar ything I think the leas we tel l the ~~lish , t he 
better. 

Oh , I ' m not -- I don ' t think we ouc;ht to t ell theo 
anything at all . 

Well. . .. 

Until we get the memorandum al l signed up and then 
you and I will call them in. 

That' s the way I feel. 

That ' s the way I' d lil<e to Oo it. 

Well, l<hen you 1 r e r eady, when the boys a re ready, 
let ' s you end I get together . 

Fine . 

Thank you. 
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l'l!Jr: 

Oz>ers tor : 

HMJr: 

Hl·!Jr: 

Operator: 

Hl·!Jr: 

Oz>erator: 

H!-!Jr : 

o, erator: 

!U!Jr : 

Operator: 

- 7 -

Hello. 

(Aside : Sounds good.) 

Opera tor. 

Who is this? 

l·!1ee Carre. 

Miss Carre, this conversation with •. . . 

Mr. Crowley? 

••.. Crowley ... . 

Yeah. 

Have it copied and marked 1 Contidential1 and 
one copy to Harry White. 

Right . 

And mark it •strictly oontident1al" . 

Right . 
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TREASURY DEPARTMENT 

INTER OI"FICE COiolloiUNICATION 

DATa 

ro The Secretary 
liovember 8, 1943 

Foo w : red Smith 

Kotes for i nformal t alk to 3ond Chairmen -- ----.=..:== 
./e t hink these men want most of all to feel tl:at they 

ere do inc a substantial piece of nork fo r the 11ar . Your 
acknonled;;nent of t ' iS , backed up by references to ~o:!!e of 
'he Generals to nhom you te.lked ab:-oac, shoula have n sub­
~tantial effect on t he men . 

T:1c folloiYiJ'!& point s might be covered : 

Ill This is the finest ci vilJ.an _ _vE_luntee r ort;ani -
zatlon i n the h1s tory of t he counTry. Ho other count ry 
nnn-any t hi ng that even a pprox1mntce it . This orga~i=ation 
is doing infinitely more -- on a str ictl•· Democratic · 
basis -- t han the Fascists can do wilh i'o i•ce. 

Incidentally, throuC::1 iic efficiency anc its 
effectiveness, you have saved t he voluntary met hod 
of raisinc money. This method \'las on t r ial in .:o.s!!inzton 
befor e the Third ,;a r Loan, and t he reorlc VI 0 believed 
in compulsory savint s seened to be caininr ground . It 
had ~een reported that Con;rcssional senticent nas 
linin~ up behind the co~pulsory savinzc ide~ . Yet , 
afte r the ~·rar Loan Drive , when we presented a nel'i t ax 
bill to C~ngress , the t irst co~ent of several Congress­
mgn was that t hey would have no pnrt of anything that 
even looked like compulsory savings . The., felt that 
the people had made good . 

I think i t is i mportant , too,, that th~ Third 
I.'Jar ~an was handled so expertly out 1n the fl~ld that 
criticism was aln:ost non-existent . ':!e found , ln a 
survey tha t you will bear about tl-.io mo rninc, that 85 
percent of t he peopl e hi!<hl y appro ved ~f the way t he 
dri vo was run -- the 'OubHoiiy , pr omotion, and all. That 
is a fant astic vo t e of approval which is not approximated 
by any other home- front activity. 
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(2) "You are doing a vital ~ob ." If you could have 
boon with me on my recent tr1p o the front in Italy 
ou woulc realize hon impor t ant your bond job is to ' 

lhe .,,ar . 

I talked a t some length with all of the Generals 
comma'lding our t roops -- Eisenhower, 11ark Clark, Patton, 
Alexander , and Dever s . Everyone of them made a ooint 
of sayinr that it was reassuring to have our \'laL·· Loan 
Drives working so well back here. I t makes the job of 
tho Generals easier, and makes the job of t he trooos 
infinitely easier , t·ihen they knoll lhal ti1o home front 
sle.nds behind them. 

A lot of t !". L'If;S that ha>-:cn on t},e !:o':lc ~ront 
cause bo t h the troops and tt.e Cencralt to be disconcerted 
an~ c!iscourae ed -- c!J.ief amonz the::1 being John L. Lewis . 
7hc oorale officer at Eisenhoner's headquarters t old 
me t ha t letters GQ in£ h:>:ne fro111 troops r1ere ver~· violent 
on tho subject of John L. Lenis . lie also said th.e.t the 
only thing any of them were enthusiastic about, to o~fset 
the LeiVis Probleo, 1·tas the .. ar Loan Drives . 
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}.!any of our soldiers over there, unfortunately , 
haven ' t realized hol'l successful our ·,/nr Loans are , 
because conununicat i ons betl'leen the home front and the 
fightin& front are very bad. It is impossible t o hear 
k~erican news on the radio, and I didn 't see an American 
ne1:spaper f rom the time I left !lew York until I arrived 
at l'uarto Rico on the way back . 

You will be interested t o know that General 
Eisenhower, and ail of the comnandin~ Generals , are 
eacer to have us send over t op- flitht bond nen to service 
the troops . They nant us to sel l nonds and t~ere~y 
absorb some of the excess money that the sold1ers have; 
but rr.ore than that , they want the soldiers t o &et in o~ 
the enttusiasm and exci t ement generated in our Bond dr1 ves . 
General i!u£:hes, Eisenho11er ' ~ second in com:;and , invited 
me to send a man aver immed1ately and prom1sed to take 
him under his own wing . I don ' t think there is nn',f be t ter 
way of demonst ratine how important tho men at the f r ont 
r e e 1 ow· ":ar Loans to be. 
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(3) Our ·ob of selli ·::ar Bonds is not oin to 
~et any eaSler . l S go1ng o ecome ncreas1ng , 
1111 cult as the end -- or what people believe to be 

the end - - of the war comes into view. As you doubt­
lessly have di scovered, we are now fo.ced vtith a pretty 
general feeline that Ge1•many i s about to crack . There 
is a lot of this feel\ng in high places of Government , 
and there is a lot of loose comment r cnorall y -- especially 
from "hit;h Hazi sources" -- to tho effect th~t the i7ar 
will be over very shortly. 

I can assure you, however, that they don •t feel 
that way over where the fit:htine is goin,.. on . Ii you 
could sec the difficult te r rain over 1-d.i~h we are trying 
to r;a;;e 11ar in Italy, you noula realize t hat t alc ir-<:; the 
rest of Italy is in itself a job that rnay consune ~onths . 
This is not because our effort has bogged down. It is 
simply because Italy is made- to- order for defensi ve tac­
tics . The llaz l s can get into the mountains , which are 
heavy with fo liage , and have cor.unand of everything that 
lies in the valleys bel ow them. This , of course , puts 
us at a tremendous d i sadvantage . Anc when they are 
driven out of one mounta in , there is always another one 
to eo to just a little f arther back . That is the reason 
the fight ing in Italy is coing so slovtly . 

Obviously, I can not c ive you any real inside 
information on the state of ~orale in Germany but I can 
tell you what we are findi~ out fro'll German prisoners . 
Their morale i s a lmost as h1Eh noP as it ever was . 7hey 
have not even begun to lose faith in ''itler, and as a 
~tter of fact they are no~ bl~~n~ the Russ ian episode 
on the military leaders, sayinz that 'fitler neve~ \'/anted 
to attack RusSlan in the first place . .ihcn a praoner 
fi nally breaks dorm and admits tho.t .. ille: is.not perf~ct , 
he quickly qualifies his statement by ind1cat1ng that 1t 
flould be difficult to replace him by another l eader, e.nd 
Lhey seem certain t he.t the German nation mus t have a 
leader. They do not unders tand Democracy, and they . 
believe t hat any Nat i on that runs without a leader 1s 
chaotic and unorganized . .Many of the pr isoners aJ•e . 
actually looking forward to finding o. new leader who IYlll 
be strong enough and 11ise enough to win the next war, 

• 

Regraded Unclassified



- 4 

Of course there ar e r easone for believing that 
eMany is in a bad ~1ay . So"le of them sound pretty 

convincing. ::e kno:~ t hat our bJ!!Ibing expedi tions ar e 
doi~ tremendous damace -- and, incidentally , you have 
no idea, you can not imagine, how da:naginc bombs can be . 
't'he Island of :•alta, which I sar1, i s little mo re than a 
pile of 1•ubbl e -- and yet ~!alta v1as only 25 percent 
deut royed . Hamburg was 75 percent destroyed, and many 
Go rman cities are f i fty and sixty percent destroyed . 
lith what I hAve seen of mod ern bombing, it even s ta~;ge rs 

my imabination to try to think of what this means . 
A .;r eat deal of Naples looked to me to be a total wreck. 
Yet l:q> les was only f ive percent destroyed . 

Obviously, therefore , tho Germans are l i ving 
thr~u.;h a most horrible experience, and it doesn ' t see~ 
humnn to expect t heo to hold out a~_;,.lnst It ror •;ery 
l~r~ . eut neither 1oes it seem human ll have defeated 
erno.n soldiers looking forward to a nevr war, and yet tilal 

is l"lhllt they are doing. 

But whe t hel' or not there is any r eason to expect 
a collapse of Germany, tLinkinc about it is a l uxury 
lha t we can ' t af f or d. Counter-llt tack in this tendency 
i 3 ono of the jobs t ]:l.at you ce.n do i n the Fourth ··:e.r 
Loan . I t is a collateral job that we must have well 
in mind · and if ;1e e.re able to aid in koepinc the urgency 
of the ;lat• in people ' s minds , that i n itself will b.~. 
almost as important a victory as mal:in,; our Fourt!l ,ar 
Loan quota . 
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CO!IFIDID.'l'I AL 

DATlllovenber g , 194 3 

Stock market: A resurgence o f peace t alk groWing out of the 
Hoaoow agreement and favor abl e war newe appeared t o be the 
doninant influence in a downward t rend or st ock prices 
laat week. Trading volume on Wednesday and Thursday rose 
above 1 million ahoree t or the firs t t ime si nce Septeober 
20 , and atook prices at t he close on Sa turday aver aged 
nearl y 3 percent l over t han a week earl i er. 

Wage stabilization: Increasing pressure t or wage increases is 
expected to follow in the wake ot t he coal miner's new wage 
agreement. The CIO has again demanded t he scrappi ng of the 
'Little Steel' wage formula and the Uni t ed Steel Workers 
Union i s expected to open a drive t or an increase in steel 
workers' wages. 

Peaoe rumors had a bearish influence on 
es last week, and the BLS i ndex ot 2S basic 

declined slightly. Very heavy marketings 
caused a sharp droP in hog prices. Government officials 
tear t hat t he marketing ot t he 7~ m.1111on record- breaking 
epring pig crop may cause prices to break t hrough the 
otticial •rloor• ot $13.75, and may r esult in seri ous 
aarketing d1ttioulties. 

Coat ot livi~: The United Kingdom coat-of-living index 
oontinuea~ta sidewise movement, while serious ditt1cul tiee 
are manifest i n stabilizing living costa in the United States 
and Canada. The President appointed 5 members or the War 
Labor Board lost week to 1nvestigote living coats, including 
the acouraoy or the BLS cost-of-living index. 

!!.!!~~~¥e~;F' Payments rose sl1shtly more than seasonally 
and attai ned an annual r ate or $144.9 billions, 

as compared with $144.g billions in the previ ous month and 
3119.8 billion• in September 19~2. Payments tor wages and 
salaries were 23 percent above 19~2 levels while oash rarm 
income, including Government payments, was 1~ percent higher. 

- - - -
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General situation 

The favorable 1mpl1oat1ona of the Moscow pact, further 
deterioration of the German military situation, and other 
promising developments during the past week apparently have 
prompted a resurgence of peace talk in business and financial 
circles. Evidence to thla effect was seen in a mid-week 
flurry or selling on the New York Stock Exchange and moderate 
weakness in commodity prices. Stock transactions on both 
\lednesdey and Thursday ro ee above 1 million ahares for the 
tlrst time since September 20, and the Dow-Jonea averages or 
industrial, railroad and utility stocks all showed noticeable 
declines, with the two-dft1 drop in railroad etocke amounting 
to more than 3 percent. (See Chart 1.) Selling abated some­
what on Friday and Saturday but further moderate declines 
occurred in prices, so at the close on Saturday the Dow-Jones 
average or o5 atooks was nearly 3 percent lower tluln a week 
earlier. 

As might be expected, war stocks suffered the widest 
losses on t he decline, and the improvement 1ft the relative 
position of war stocks whloh bad been under way f or the 7 
preceding weeks was abruptly reversed. (See Chart 2.) At 
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the same time it ahould be noted that peace etooka aiao 
declined noticeably and as a group they now stand about 9 per­
cent lower than at the peak last July. At that time ~onsiderable 
optimism we e being manifested over the peace-time pro\pecta or 
many companies. However, the sudden downfall or the Fascist. 
reg1lile in Italy evoked more serious oonsiderauon or p<!ace-
t1me dialooat1one and problema, whiob seems to have oo"naiderably 
tempered earlier optimiem over peace-time proapeote. 

Pressure on wage stabilization program increases 

While the full effects or last week's tentative agreement 
1n the coal wnge dispute remain to be eeen, preeent tendenc1ea 
point toward increased ag1 tat ion t or wage increase a by other 
labor groupe and a renewed drive against the "Little Steel" 
wage formula. During the week the OIO again demanded the 
scrapping of the formula, and the union's president warned that 
1 ta continuation would result 1n local str1kea and work 
stoppagee. I n addition to commending the wage demands of the 
United Mine Workers and the Railway Brotherhoods, the OIO in 
1ta aeaei one at Philadelphia also paeeed a resolution etating 
that the rollback of prioee had not been tultilled, and ola1•ed 
that workere' budgets were severely atrained as a reeult ~itthe 
freezing o f wages in the face ot exoeesive pr1cee and pro •· 
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Indicative ot the renewed drive tor wage increases it 
iB reported that the executive board ot the United Steei 
workers ( OIO) will meet today to prepare tor a olllllpaign to 
secure an increase ot at least 15 cents an hour tor 900 ooo 
steel workers. In addit i on , other OIO unions are expected 
to press demunde tor wage increases. 

Wage gain expected to increase coal coats 

Under t he terms or the new coal wage agreement, which 
baa been approved With one qualification by an 11 to 1 vote 
ot the WLB, bituminous miners Will receive an increase or 
$1.50 per day t or l hour additional work, With the miners' 
normal halt-hour lunch period shortened to 15 minutes. The 
additional quarter or an hour gain in working time resulting 
!rom the last-mentioned step is theoretically expected to 
increase output at a rate ot 20 ailli on tone annually. 
However, whether such results oan actually be obtained 
remains to be eeen, with considerable skepticism being 
evinced over t he practicability o! a 15 minute lunch period. 

Inasmuch as the additional working hour per day will be 
paid t or nt time and a halt rates, coal production costs are 
expected to rise. The Fuel Administrator has stated that he 
will probably ask the OPA to raise the ceiling price on coal 
to oompeneate tor the increased coat of production, but no 
specific figures have been mentioned. Some private operators 
contend tha t coal prices should be raised from 15 cents to 
~5 oente per t on. 

Coal strike cuts steel output 

As a result of earli er Wildca t strikes in the coal 
aines in October, 7 open hearths and 9 bleat furnaces were 
forced out of producti on in the South by the begi nning of 
last week, but the 1Jiportant Pittsburgh diatr iot vas not 
seriouely atfeoted until the work etoppage beo~~J:te general 
around the beginning ot this month. By laet Tbureday, however, 
t he Carnegie-Illinois Steel Corporation in the Pittsburgh­
Youngstown Dietriot wae toroed to abut down ~9 open hearth 
f urnaces and vas l osing pig iron production equivalent to the 
output ot 11 blast rurnaces. In addition, the huge Clairton 
coke plant was down to otuy 50 percent of capacity. 

Coal output figures tor last week are not yet available, 
but a heavy drop i n production undoubtedly occurred. As late 
as Friday it wae reported tbllt production in the important 
coal producing etate of West Virginia wae no more tban 25 per­
cent ot normal. During the last vee~ 1n Oc tober soft coal 
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output dropped 13 percent below the previ ous weak and waa 
17 percent below the corresponding period in 1942: In the 
race of the recent lose in coal output , WHO orfioials stated 
near the end or last week that in order to meet the Solid 
Fuele Administration• a 1944 goal or 686 million tone or coal 
S5,000 additional miners will be needed by next March. ' 

Peace rumors deprees commodity prices 

Peace rumors had a bearish erreot on commodity prices 
last week and the BLS index or zg basic commodities declined 
slightly. Cotton and wool top prices were the most severely 
atfsoted bJ the peace rumors1 dropping 1.7 and 1.9 percent, 
reepeotively. (See Chart ~·l While wheat prioee declined 
moderately at the middl e o the week, t hey later firmed and 
at the end of the week were somewhat above week-earlier levels. 

Soft wheat oe111nga were eetabliahed laat week at 
approximately full parity basis without consideration of &OJ 
benefit payment deduct ions. The new oeilinge entail a 
reduction in eoft wheat prices and will t end to moderate the 
squeeze of millers' margine in sort wheat flour sales. (The 
ceil1nge do no t effect the basic commodity index1 since no 
soft wheat quotations are included in the index.} It was 
disclosed last week that the OPA ia pr eparing ceiling prioe 
regulations on hard wheat, but the ceilinge cannot be imposed 
until hard wheat pr1oes reach parity. The flour ceiling 
committee of the Millers National Federation made an appeal 
t o St abilization Director Vinson last weak tor relief from 
the squeeze caused by the high wheat pri oaa. M.r. Vinson 
promi sed that i mmediate action would be taken. 

Hog marketi ngs very heavy 

Very heavy hog marketings last week oaueed a sharp decline 
in hog prioee which are now at the loweet level in over three 
months. Hog ~rivals at Ch1oago stoolcyarda the t1rat t1ve days 
of laet week were 126,000 head, not counting eh1paents to 
paokere outeide the packi nghouse area, ae compared with 107, 000 
head for the oorreepcnding week last year. Moreover, on a tev 
daye laat week Ch1oago packers were forced to carry over 
thcueande ot hogs wh1oh t hey were unable to elnughter. 

Goverrunent otfioials reportedly tear that t he movement 
of the record-breaking spring pi g orop, 74 million head' may • 
get out ot control and drive prioee below the ottio1al floor 
of $13 .75· Slaughterere are hindered 1n attaining max;~~ion 
operation by manpower shortages. Furthermor e , transpo 
ditfioulties may create a bottleneck. Eetimates or the 
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Department ot Agriculture indicate a deorease ot 5 to 10 per­
cent in the ability ot Corn Belt truoka t o haul livestock 
this fall and winter as compared t o a year sarl1er. To oops 
with these probl ems, the Department of Agriculture hao called 
t hree regional meetings of all groups concerned in t he hog 
marketing question, including the ODT, t he w~C, Selective 
Service repreeentatives, agricultural marketing agencies 
reekers and producers. ' 

The inoreass in bog marketings, however, may not resul t 
in any i ncrease in civilian meat supplies, sines it appears 
likely that the Government will step up its purchases for the 
ar~ed forces and lend-lease shipment• . A forecast was made 
by the Department of Agriculture last week tha t civilians 
will r eceive only about three-fourths as much meat in 1944 
as theY dld in 1943, despite t he f act that total meat output 
may equal t his year's record production of 24 billion pounds. 
!4111 tary, lend-lease, and o ther Government needs are expected 
to increase about 25 peroent next year. 

All-commodity i ndex sllp;htly lower 

The BLB all-comoodlty index continues to move within the 
narrow ra nge of the past four months . In the week ended 
October 30 t he index dsolined very slightly to 102. 8 percent 
of the 1926 average. At t his level the index is onl y 3.1 per­
cent above the oorrespond1ng week las t year, although it i s 
37 .1 peroent above t he pre-war l evel of August 1939 · Weakening 
prices t or grains and liveatock were largely responsible tor 
the decline in the i ndex. 

British oost of livins steadier t han in U. S. and Canada 
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The United Kingdom oost -ot-living index continues ita side­
wise movement while serious difficult i es are manifest in 
stabilizing living 008ta in the United States and Canada. 
Whereas t he United Ki ngdoa cost-of-living index declined 
slightly in the month ended September 1, the Canadi an index 
oo nti nued ita gradual rise of the past seven months. (See 
Chart~ . upper seotion.) Moreover, atter a three-months 
decline from the May peak, the BLS cost-of-living index in 
t his country renewed ita riae in September. The influence of 
rood costs i n determining the level ot the cost-ot-living4 
indexes in the three countries 1s clearlY shown i n Chart • 
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President appoints oommittee to investigate living costa 

Labor organizati ons, d1eaat1etied With the tailura to roll 
bnck living coats to the levels of September 1942 are also 
or1t1oal of the BLS coat-of-living index ae retle~ting in­
adequntely the increased prioes to consumers. Fult1111ng 
n recent promise made to l abor leaders, the President last 
>teelt nppointad five members or the War Labor Board to investi­
gate the entire matter of living ooata, including the accuracy 
ot the BLS index. The committee i s to report ita findings 
111th1n 60 day a. While it ia hoped that the work of th18 
oomoittee will help t o clarity for the public what the coat 
or living means, some observers believe that the investigat ion 
ls a move to allay labor demands tor wage adJustments until 
Congreas has acted upon the food subsidy question. 

In connection W1 th cr1 ticiem of the BLS oost-ot-11v1ng 
index, a speoial committee of the Jmerioan Statistical 
Association recently published t he results or its investigation 
or t he i ndex made in response to a request or the Secretary ot 
Labor. The committee concluded that, within the limitations 
eetabliahed t or it, the BLS coet -ot-11v1ng index provides a 
trustworthy meaaure ot changes in the prices paid by consuaers 
tor goode and servi ces, t hat is, tor price ohangss stfecting 
urban workers in large cities. Many doubt a which have arleen 
conoel'ning the index have their origin , accordi ng to the 
committee, in attempts to use it for purpoaea to which it is 
not adapt ed. For instance, the index does not and i s not 
intended t o measure changes in average family expenditures 
tor good~ and aervioes. 
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The co~ittee further atated that the index, being a 
natt onal average and re.lating only to large o1t t ea, may not be 
a good instrument tn making wage adJuat~enta in apecit1o cases 
and in apeoitio areas. •It wages and aalariea of workers in 
oo.rticul.ar regions in particular induatriea, and at particular 
income lavale are to be adJusted to living coat obangee atteoting 
them apeo1tioally indexes or living coats adapted to epectal 
ciroumat anoee w11i be requtred•. Ftnally , the folloWing 
observation ot t he commit tee is ot interest: 'The use ot a 
cost-ot-ltving formula to adJust the tnoome ot one group of 
citi~ena Will not prevent reduction or consumption tor citizens 
generally. It can result onlY tn sh1fting a larger share or 
the burden or that reduction onto the shoulders or those whose 
1noome ia no t geared to the formula". 

•• 
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National i ncome payments at nev peak 

National income payments advanced to a nev record high 
in September, but the gai n vas not greatly in excess of the 
usual seaoonal pr oportions. The annual rate of payments of 
$144.9 billi ons vas only slightly above the previous month's 
figure of $144.8 billions. The gain over September 1942 
levels, however, vas 21 percent. Payments tor salaries and 
wages vera 23 percent higher than in September 1942, while 
cash t arm income, including Government payments , vee 14 per­
cent higher . (See Chert 5.) 

Although cash rarm income in the first 9 months ot 1943 
vas 28 percent above the corresponding period in 1942, rural 
sales ot general merchandise on the Whole have been running 
moder ately below year-earlier levels since laat April. (See 
~ilia~~ While complete rural ealee figure• are not yet 
e tor October, sales of Montgomery Ward and Sears, 
Roebuck during the month were dovn 20 percent and 10 percent, 
respectively, from the corresponding month last year . These 
eompan1ee, ot course, have been particula.rly hard hit by the 
shortages of oonaumerw durable goode. 

Department store sales higher in October 

In contrast to the sales shoWing ot the lending mail 
order housee, department store esles in October were 13 per­
cent higher than in the corresponding month last year. In 
the first woek or October , sales climbed to the highest level 
ot the year and were very strongly maintained during the 
folloWing three weeks. (See Chart 6 . ) As a result or the 
heavy sales volume in october, the tRB adjusted index or 
depar tment store aa1ee rose to 14? from 132 in September, 
thus exceeding all preVious months on r ecord except February 
1943 vben the index stood at 1~. 

Metals supplY outlook improved 

Although a tight aupply a1tuation continues to exist 
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in numeroua raw materials, an encouraging development has been 
the racent i mpr ovement in the supplies ot nonf errous metals. 
In reflect i on or t his situation, the VPB recently took various 
steps tending to curtail production in marginal mines , other 
t hen those producing copper and iron ore . Among other measures, 
premium prices have been ordered withdrawn tor lead and zinc 
m1nes not already 1n operation or thoae having a l ow labor 
produot1vi ty. Moreover; t he Government vill not t1nMce ~~ 
new ~ino proJects and premium pri oee will no longer be P 
tor the output or ' marg1nal mines operating 1n labor shortage 
areaa. 
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In the oaee or alumimum it vaa dieoloaed laat week that 
supplies in the last quarter or 1943 will be almost 100 m11-
llon pounde in exoess or requirements. Moreover, it vas 
revealed that about 2 months ago WPB orrioiale vera con­
fronted with the problems arising trom an aotual over-supply 
ot abou~ 10 million pounds ot aluminum eorap. 

An exception to the generally improving metal supply 
situation ia that of steel eorap. Even before tbe reoent 
coal strike , oolleoti on of steel eorap vas reported to be 
falling below desired levels. Curtailment or pig iron 
production as a result of coal ebortagea has inoreaeed the 
demand tor sorap, and an extremely tight situation in t he 
i mportant Pittsburgh dlstriot ia nov expected by December . 
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1n _;allca Sqll&l'e Ot.ra.n ot tht lie.tlODal 
Council, Aaerlcan Soviet Friendship. 
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ate cnt ror :.ational 
~. c'l of ~o\'iet -A::~erican 

~--·-·-•·~n~--------------

ccn'Jse of the gallantry and persever ance of Ute rcussian 

11. in rlcfcnd~ ng their home land at:aiM t hot•des of well-

' rr · ctl , wo 11- equipped Naz i invaders , we Americans are 

,_:an, a."l~ appt• eciatinr their stronr,th and coura~e and 

• • t~r . • sincerel y hope thal on l~e tll$i~ of th:r a~ru:e~od 

••. ·• l ".c wi 11 take the t r o•> Jle lo loo !'urther an~ to rrote 

,. tlec·•l• ' ntJ lnc nature of this co·mtr; on ~cr :->el"le , 

• .. ic .. there l,as bee:1 so lancntable e lack o~ ;m~ersta::din,- . 

1:s'a b a ,: t•re.t and pol'lerful and pror rosrive m~Uon . 

:lss la to t-e•n~>in tr.e mi eun~ers toou and ryrterio:rs natinn 

r ' wt~ tcfo I'C the war , t here could never be an:• rc al :;lobal 

o :"' i~n ot• any real stabili t :• in the yo1u•s to c~'!le . 

•. ortunatclJ, I did not have an op•·ortunity to include 

~ •:;• t•eccnt trir to t..e fi~!,ti.1 .I'Ont : '-'ll dm·br the 

. t o • .,.- travclin~, I talked to a :tll'Jber o!' ":en ret~rn:n;; 

• 

":l e x~cricnce i n dealint with lefuer'C of t .e .uss:an nati-;n . 

. . 
I can ~ay without hesitation that every •·crort I heard l'tas 

~ve r3'0ne comi n;; out of Rns sia aftet• close e.ssocia t ion 

· i l!. L!.c !iUs&io.n l'eopl e spoke hi . hl .' of t hei r cl-,aJ•acter and 

~t :r ilj' . iJver an~ over a ·al , , I heard i' is : "They stand b:• 

' ei r , .. ord. hat they a: ree to co, they ' ll do -- and no t hin 

: : :t~p then. There is n' hed;·in , and no devie.t i n~ :':-om any 
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;t~cnl lhat ther make , no :!!alter how inconvenient or diffi ­

lt CIU'r; inv JUl their wor d may seem to be ~it. on tl.e ti::te coc:e s 

'uli Vtl l' l hc ;_,'"J ods . " 

J d n ' t know what bet t e r r ecommendation could be t:i ven a:1y 

·"'· ' •:: . ( aon ' l know any bet te r foundntbn upon which the post­

a: :or~r rt1•uctio~ of the world could be based . 

... 
• 

~ .e . 

vcr an·. over durin[ the pasl ceneratl ·n , 1'10 have seen 

nr ...a::o co..,.. itments :·or expediency !"\\r oses and t hen fOI·;;et 

~ the saoc bacis . 

. e !.rtve seen the 'ilor st wnr n o.ll his tor;• deve b t rough 

be' of I ter:~ational morality on the po.rl of nations and 

'.eir loaders . All t hi s woul d neve r have happened - - and v:ill 

• !-,n~ pen 0.1 e.in - - if all natl ms could ino lil in l he ir \. 

no:,!.bors tho kine of confidence thn t tho people to nhor.t I 

v.: .. cd .~ave in !lussia. 

! a: ._lad that ou r ti'IO ne.tiJns ue co.,ln._ clotcr to etl.e~ . 

. !ncerel hope thls trend :-:ill c' nt inue . It is C.' considered 

:~bn t!'lal the fu t ure of our children , an- OUI' ch'l ·;ren ' s 

c:. i t-i ren will be tre'l!endously affected b•· the det;ree t o l'f!Uch 

~.c c~nl l nua to cooper ate m. t h t he Russian peopl e -- bot~ now 

nn1 after the wnr•. I know of f ew thi n & tha l can more profoundl y 

' r•lucnca the futuro . 
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Pnul T. Culber tson is the ~oungor brother of 
. Ull.nm ! . Culbertson who was t ar ift comic~ ione r 
appointed b~ Pr esident \"lilson from 1917 to 192!i . 
Fnul 'J' . Culbertson ent P-red State Dopn r t"lont as a 
cl~rl: in 1!1~2 and rose rapldly i n Lhn Uonnrtment 
1:ntil HJ:J2 whP.n he •.1es nppoi ntca Assis tnnt Chief in 
the !livid on of ·,estern ~urop~nn Affnirs which posi­
tion t e still holds . 

I - ~- 241 I 

'le is considered by the Deportl"\ont to be exrert 
in th~ ne ;otis i ion anc! acministrn • ion of comnerc ie l 
nr:ree"1ents from the political side . l!e l"A s evident ly 
never been i n t he for ei&n service except in a cler ical 
cPpacity nne sat at a desk in the St nte Dere rt~ent 
tl.roughout his career. 

In December 1942 he wn s sent to llorth Hr ica es 
r.obnrt lJ . 1'urphy' s assistAnt nnd v:ns tho executive 
officer i n cha rge of e conomic opAr ntions . He he ld 
this pos it ion until llny 1\l4~ r.•hen l1e wns r eonlled t o 
the Depa rtme•lt . 

Trensury officia ls ha V'\ l:nc contact 11ith 
Culbe rtson over the last seven yonrs in t rndP nr,r ee­
nent work nnd in llorth Afr ica . Culber uon cn:l be 
cl.nrncte r ized as being 11 !"lec!iocrity , lnckinc in . 
confitlence in hi mself and in ceneraJ, i s a non ra t h 
littl o strengt h of ch~rr.cte r, fe~V princ i-les rm:! 
ferler ideas . 
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November 8, 1943 

Lteeting in J.!r , \'lhite•e 0!!1ce 
Nov<mber 81 1943 

21)0 p, J.l, 

Present • l!r . ·,n,ite 
Sir David \'laley 
Hr. J.!s.hindra 
J.!r, ca,.day 
J,!r, Friedman 

Ra : JnCia: Lend-leuina of s1lv. r 

J:r, ll&hinclra and Sir David \Taley called at their request to 
diOC\lU lcnd- leuillg ot silver to India , l.!r. mute intomed Sir 
David aiXI Jlr, IJal\indra tr.at it wu the tooling of the Secrctacy 
that Tre ahould continuo to watch the oituation in India betore 
caking &1\Y final decision regardina the leiXI-leaaing of 100 cdllion 
ounces . 

Sol'!e diocussion !olla~<ed regarding Tl'hether or not the Treasury 
i n t.he past had cCillllitted itself t o granting this 100 ud.llion ouncea. 
Sir David Waley indicated that he understood thst ouch a comitment 
had boon made, l'r. White said tl1at ea far as he knew no such colll!lit­
ment had been made , 1Jr. Yrnite srdd that he had boon present at the 
tir:o the Secretary aiXI Lord Halitax had diocUDoed the lend- l easing 
of 100 m1111on ounces of silver together with tl1e grantilliJ by the 
United Kingdom ot raw materiala as reciprocal aid. '!'he Seeretar.T 
~.ad indicated to Lord Halifax that tho ·.rreasury had not ao yet 
received 8Z11f reply to its proposal on raw cateriala u reciprocal 
aid ond t!lat tJl!Y decision regarding the lend-leuing of ailver 
Ttould have to await receipt of rep~ to thia proposal. J.:r • • nute 
pointed out that the granting of th10 rociproeol aid need not 1n 
i tsel! deterlllins the decision on the lend-leasing of tho 100 cdll1on 
ouncea o! eilYcr and, conversely, the granting of the 100 cdll1on 
ouno38 ot eilvor need not depend on the prior carrr1"ll out by the 
Britiob of their coami tr.ents to grant reciprocal aid to the United 
States in the form ot raw oaterials . 

Sir David apolog:ized for having made his asoel'~ion >Tithout 
sufficient knowledge ot the background and it wac agreed by all 
pro sent, including J.!r . J,lahinclra nnd Sir Davl d Ualey, that the 
Treasury had made no cocunit,.nt with rcg11rd to the lend- leasing 
ot the 100 million ounces o! silver but, rather , had undertaken 
to follow tho inflationary situation within India to soo ,.,at her 
conditions might develop ~ich would justify tho lend-leasing of 
tne requested 100 11!1.111on ounces o! silver . 
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,.,.., e-.u-rent. s i tWltion i n Indi& was diacusaod. ar.d J.!r , l.le.hl.ndra 
pointed out t hat, al.t hcuen the pr i ce of silver and the general price 
indox were not r ioi ng signilicantly, the existing t omim conditions 
nould !•avo boon m1 tigated by the use ot the lend- leased s ilve r which 
would )UIVO boon sold to t l:e public with tho expoctation tba t it would 
have reoulted i n the dishoordina of conut.od.i t ioa , JJr, \'lhite took 
exception t o tl1e implication i n l.!r, Uahindra•e reJDarka trot there 
':licht be 8011lO connection between tho present f &llline conditions and 
tho tact that the U. s . Oovertllllent had thus tar not l end-l eased the 
100 million ounces of silver. 1!1-. ilhite pointed out that there were 
!1U11 economic reMons f or be1nt; very dCOJbttul u t o whether tl'lo sal.e 
of oliver liOuld allev1ate the current situation. r'urtherlllOre, tbe 
Oovcrn-:ont of India's at titude on the lmd-le.wint of silver contained 
a n\Ziber or inconsis tencies. en one hand, the Oovern;toot of Ir.dia in 
the past had been arcuiJll that the 100 1111llion ounces would not have 
tc be sold in order to achie ve the anti.-intlation:;.r')' ef! ect . '!'he 
Ooverment ot India was no1r arguing ti'.at the ailver would be used in 
aueh a "8¥ "" to result i n t he sub•tit ution of hoarded silver t or 
hoarded goods . '!'his vrould invol ve the oale of the silver , Jicrcovcr , 
thet·e socmod to be a contradiction between tho eY.pressed desi>·e of 
the Oovo>•nmont of India to sell silver to keop the price of silver 
c!mm with it~ desire t o -..se the silver for d1ehoardlng purposes . The 
decline i n t ho price o! si l ver dosir ed by the Oovornmont of India 
which waa to r esult :!'ran l.orge scnle anlcs oA.(lht woll moke s ilver a 
loss at trnct1ve i mes tment and thus make the holding of toodstuf2a 
rolativoly evon more attractive than i t is at prosont, liith r egard 
to the argument t hat tbe sale of silver vrw.lcl ClOP up purchasing 
p<mar, l.lr , 1'/hi t o pointed out that silver waa only a small portion of 
tlo total moans of pa;yt~>nt and silver could be purcheoed ;Q.t h avllil­
able aavinta of paper currency m.thout n~cooaitotin~ diohoar<Jilljl o:t' 
goods , !)IU'ticul.erly aince it was likely tat the people in !r.dia are 
110re anxioua to hold goods than to hold oliver. Sir David .raJ.ey 
eY.preoeed hie av eeoant vrith l!r. •i'h1te 1o news tl'lat .. decline in tte 
price of aUvar r::I.I'Jlt not be desirable at this til:c. He said that 
1n this r espect be disagreed vrith the Qovernmm t of India . J.!r , 
Utlhindra etresood t he urgency of the curre nt situation and Ute c!e­
airability of mld.ng the silver avail.abl e as aeon as possible. 

l!l- . 1'/hite concluded that, hc:mever dubious ho himself lllii'Jlt be 
! roo a technical. point. of vier/ as to tho deai r ability and value of 
selling silver as an anti- inflationary and dishoarding ~easure, he 
fel t that i t was primar1ly the res ponsi bility of the Qovernn:ent of 
India to analyze conditions 1n its own country and to make recom­
mendat ions whi ch Ttould meet existing condi tione . He oaid that be 
would raise the matter aeain vrith the Secretary 1n d the ne:; !;:t:;• the 
and would be glad to forward to the Seet'Otllry any ocumen ' 
Government of Indi& !lligbt vrisb to present in aubetantiation of ito 

poeition. 
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The posoibilit.y ol the purchase of sllver from llexico was discussed 
•nd ur . 1ih1t.e indicated that, il the Oovernn:ent ot India could .ake such 
o.rr&I\Soments >rit.h l!exico, t.he Treasury would have no objoct,ion. llr. 
1/hite eaid, howuver, that he did not believe that llexico wa.s in a 
position t.o supply India ' s needs . 

The possibilit-; of purchase ot ailver in ths Unitsd States was 
&l..so diocussed and the condi tiona under which such purchases might be 

244 

made wore outlined by L!r . White t.o the Indian and British. representatives . 
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Telephone Convonation with !.:ajar Pa.lmer 
at the 11ar Departooent 

lloveml)er 8, 1943 

Major PMl.:oer of the \oar Department telephoned me yesterday stating 

t.cu.t they "e"" nav1ng a ~<eetinu with the ilritiah tho followin& day and 

requested Treasury advice ae to wbat they ehollld tell the dr1 t.isb 00 the 

Colla>rl.n; uttar. lie statad thet the lloard which aeoides 1<hat food­
s tuffs are to be ehipped fl'COI what sources Md cl.e temilled thot about 
:;oo,ooo tans of wheat and several thousand pounde of cheese ~oot was to 
be s hipped to !>icily and Inuia for dist ribution by A.!... (;. wae to be 
obtained f ror.J tho Ar gentine . l!o a tatad thet up to now wheat MOd aou:e 
other supplies which had been shipped from the United Stotas to A. !... iJ. 
in SicilY had been paid for out of rer;ular Art1111 appropriatad funds . ~.e 

said that the british Treasury representatiYee with whoa tnoy had been 
d.1scussina the matter were w1111ng to PI\Y !or the wheat troa the 
Argent ine on a SO- SO basi s but it was tbair thoucbt t.'wlt since the 1/nitad 

States was pay1na f or goode thot "'""" being shipped from the United 
Stetes, that tho Briti sh ought to pay for ~oodo coming from elswhere . 
J:o assumed that the Treasury Department TIU tho proper plsco to ~a to 
t;ot. the a<lvice on this mattar and I replied toot I would toke tl'.e r.atter 
up witb the Socretert and let h1JD know very soon . 

The next dA,y General \fright, llajor Pal.:oor1s superior orticer, 
ca.LJ.ed and amplified the !.rnJor ' • statement aor.JII1rhat. He eaid th<ot 1t 
had been doc1dod at the request of t he Lend-Lease peoplo and OFllllO 
that tho Army wos to extend from 90 days to b ••onths the time in which 
the 1mr111 was to purchase matarials from A.r..o. for distribution in 
Sicily and Italy p~ tor it out of Am:/ funds . He said toot 1t the 

b aonths period is considered as a whole, enough wheat and other 
m.aterial will have been pu..-ehaaed in the United States and poid for by 

U1e United Stetee Army to make at least one-half of the t.otel cost of 
euch r.;oods to be shipped t.o t..~J.Q. He therefore thought that iC tho 
British were to pay for all the material tc be bought in tho Ar centino 
they would be contribut ing no more than the United States . he said he 
•ould like an anewer to thei r request as to what t.o tell the British 

as aoon aa possible . 

I telephoned Secrete.ry l.!orionthau and explained t.o him the inquiry 

and he agreed that the British ehould be requested t.o pay the entire 
coat or getting auch matorial s from the Ar tentine . He tho~M, however, 

U1nt we ouBht t.o buy as little sa possibl e in the Argent ine in view of 
recent political develo~te there . But he eaid inasmuch as it wollld 
be the British wbo would be poyin& for it thet we would havo to leave 
it up to the Brit iab. U , howeve r, the Amarican GoYOrnlllent waa t.o pey 

for the wheat and cheese we ought t.o raise the question with the 
appropriate authori ties bare aa t.o whether or not the purchases might 
not be passed to c anada. The Secretary said that I should infon> 
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~ r . currie and the State Departlllent of the decioion which I was to 
co:municate tc the ~· 

I thon telephoned l.lajor Palmer and in.!'ormed him of the Secretary' s 
decision . Tho l'ajor eaid t hat there wee also some sugar to be obtained 
from India and he as owned t ha British should pay for that too , The 
: .ajor eaid that he tho\lf!ht the Britieh would object tc pa)'ing for i t all 
and would probably ~ that t hey ought tc raise the question Tli th the 
':'Nooury . I replied that he coul.d inform tho British that our Treasury 
woul.d alWIIO'S be lllad to discuss the problom w1 th them. 

l info.-d J,;.r, currie of our decision and he concurred . t.r. J.eheson 
coulJ not be reacned. 
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November 8, 1943 

II!'.! 'O'.AIIDUll !'OR '!'HE FILES 

l!eetine i n L!r , 'llhite ' s O!tico 
t1ovedler 81 l91J 

3 :15 P, Ll. 

PresentJ Wr . ,n'hite 
~r. Constantin Fotiteh, 

Yugoslav AmbAssador 
to United St&tea, 

J.ir • Casada;)~ 

Re: Financial position of 
Yugoslav Gcrt vrrr.ent 

l!r, llldte explained that the f inancial ..,,!.s tance being 
granted br t he United States t o the vario~ United !lations had 
iltlposed additional r esponsibilities upon the u. s. Treasurr ! or 
keeping t his Qovornment intormod as to tho !inonciol position o! 
the countries t o >hlich aid i s being or may bo granted, 

J.ir , Vlbi te outlined the trpos of information we should like 
to have and which t he other interested departll\cnts of this 
Oovom 111ent would expect tho Treasury to be able to furnish. He 
stotad that intorllBt ion on the follanng points would bo helpful 
at this t i mo. 

1 . Gold and dollar assets , showinr. 'lfhero hold &nd in what 
font and the principal sources !rom "hich deri"ed • 

2 , Auets in starling or other foreign exchlllll:e w!lere of 
e1 gni!i csnt =ounts . 

) , Current or pros peetive annual recoipta , s hanns a::wunt 
i n gold or dollars, amounts in other currencies and 
t he princi pal s ources o! each categoey o! receipt . 

4, Current or prospective annual expenditures , broken 
clown to show am:>unts i n gol d or dollaro, all'Ounts in 
ot.her currencies, and a.rnoWtts devoted to "ndminist ratiV'e" 
as dist i nct from •special" expenditures . 
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- 2 - Divuion ot 1/onetary 
Research 

Ur . Fotitch said he himsel! could tellua little that we 
woro not in a posi t ion to knaor alreaey, but that he would contact 
hie Qovor!Wint at once with a view to liiOOttne our r oquest i n full, 
tie roJMrked that it was especially f ortWI&te to have the roquest 
co,.. just at thu time because on the folla.finc d~ a mecber of 
the Yugoslav Ernbaasy staff here was schedul ed tc leave ror Cairo 
tc act lUI econor.d.c ""d !inaJ'Icial expert tor the Yugoslav Govern­
mnt t.~ero and that this individuol "ould be able to obtain and 
!ontard the dosired in!orJtAtion in due couroe. 

L, ,/, Cas~ 
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0 THI: WHITI: HOU8E 

WUHIHGTON 

November 81 1943. 

!IIEIIOIWIDUII FOR 

0 

THE SECRETARY OF THE TREASURY 

Please take this up with 

Stettinius and also Secretary Hull 

on his return. 

F . D. R. 

• 

, 

Regraded Unclassified



TH E SECRETARY Or THE TAfAS U AY 

W AaH IN9TOH 

November 4 , l94 3 

!o:EJ.!ORAIIDIJll ~'Oi• THE P::li::SIDENT 

250 

All c ivilian ~oods being exported to French North and 
·::

0
st 1\.l.'rlca are now be1n;; paid f or in ca sh by the Fr ench 

and this procedure is to be extended to cover shipments of 
civilian goods to o tllct• .renco areas. fl1l1tary t:oods , how­
over , llt'e bein5 supplied as credit lend- lease . 

These payment nrran.,emen ts were JlD.da on the assUlllption 
!::1ut the 0 ol d and dollar assets of tho Central Ban.: and 
.<ovemment of ?ranee ·cere not availabl e t o tile • reneh Cotli te . •• 
In our op~nion , the use of' these assets of r'rance to pay for 
c1l1tary .,oods now being -~de ava1lablo for the equipp1n~ of 
a !'Tench AriD) on a credi.t lend- l ease bas1s eo .ld eaail; be 
just1f led . 

Tbrou,;b .,ep temb e.r 1::143 , we lend- l eased 220 ,.,J,ll1on of 
voous and services to t he . rencb forces . ( e also t rans­
ferred ;>75 million of ci vilian 0 ood5 to ' ranch authoriti e s . ) 
E; !lurch 1944, military l end- l ease asaia to.nee to the ?reneb 
1e expe c ted to tot al \1400 mi llion. 

Accordin.; to the information available t:ne f rench have 
over ,..2. 5 b illion of gold and u.s. dollur blllancea, as l ollows: 

(In millions) 

Oold ..... . ...........••...............• 

In French .• !rica ••••• • • •• • • • • • -i':/'5 
In tho Bri&ish ~pire •.•.••••• 5t0 
In t h e United States • ••••..•.. 500 
In :.!ar t1nique . • • • • • • . • • • • • • . • • 285 

Otfici al doll~r balances in u.s ••...... 
or t his ;)225 million •• as dapoa1 t(ld 

for the account o!' the Central Bank and 
Gove rnment of Me tropolitan France , ,185 
mi l lion for the account of the French 
'.l'l'eaaury 1n Africa end :j$2;5 ll'.illion for 
the account of French Indo- China . 

Priva t e dollar balances i n u.s •......•• 
All but 67 million of t bi:l a.moun t 1S 

b old for the account of resi dents or 
Uc t ropolitan France . 

2, ;oo 

31+0 
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I n view o£ the size or theae gold and dollar holdings, 
it 1s l'ecommended that our policy of lend-lease assistance 
to the French be reexamined with the idea of placing the 
enti re program for the time being on a cash reimbursable 
basis. 

n. Unless this is done , it would seem that .,e 
a r o granting the French more favornble t r eatment 
than the Br i t1 sh • 

b . Such a procedure woul d strengthen your 
bargaining position with the French . 

e . It would b e cc:nsiatent with the objectives 
of lend- lease assis tance . 

d . It would ec:ntribute material l y to the ful­
fillment of Congressional demands f or reduc tion of 
government exp enditures . 

The modus vivendi w1 t n French Nor t h Africa contains a 
provision-wn!Ch would permi t payment for military supplies. 
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Appendix .t. 

Lend-Lease Exports ·to French Uberat.ed Areu 
tiU'OUih August 1943 as shown b:r export deolarat 1ona 

{The figures below do not include the value or l end-laue 
goode which were handled by the Amy and shipped to North 

Africa on Amy t ransports. These eh1,11>0nte were substantial 
during the earl,y months) 

A, BY Principal, C9!1!11od1ty Oroupe 

Tanka and other vehicles • •••• ••• •• •••••••••••••.•• 
Ordnance and ordnance stores • ••••• •• • •• ••• ••• • •• , , 
Veaaela and equipment for vessels • •• • ••• • •• ••••••• 
Aircra.tt _,d aeronautical material • •.•.••••..•.... 

Total - ~litary Goods • •••••• •••••• •• • ••••• •• 

Foodetu!le and other Siricultural co!:m0dit1ee .... . 
Industrial and otber eomQOditios ....•..• • •••• •• • •• 

Total- Non- Uil i t ary Goods •• • •• • •• • ••• • •••••• 

Total - I.end- r.oase Ex,>orts to French Areas •••••• 

Algeria • •• •• •• • •••••••• • • •• • •• •• ••••••••••••••• •• • 
French UOrocco • • • ••••••• •• • •••••••••• ••••• • •• ••••• 
French .. ·eat Uri ca •••.• • •• • • • • • • • • • • • •• • • • • • • • • • • • 
French Equatorial Africa ••• •• •• • ••.••• • ••••••• • •• • 
rr.nch .~~'t Indies •••• •• ••••••••••• • .••••••••••••• 
Cezle~cna • •••• •• . • • ••••• • • . • · • • • • • • • • • • • • • • • • • • • • • 
Syria ••••••••• ••• • •••••• • .•••••••••.•••... . ••••..• 
French Oceani••••• ••••······ ······ · ···· · ·········• 
All Other French Areas • •• •••••.••••• •••••• ••• •••.• 

1.'0 tal • •••• • • 0 • •• 0 •••••• 0 •• 0 • 0 •• 0 •••••• 0 0 0 •• 0 • 

!/ Leos than $500, 000 . 

{In 

• 

millions 

?8 
22 

2 
_1. 

'fl 
..2{. 

133 
24 
8 
4 
2 
2 
1 
1 

_jf 

1?5 
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of dollare) 

$ 

Treasury Depart.unt, Division o! Wonetary Roaearch NoV8111ber 2, 1943· 
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TREASURY DEPARTMENT 

I NTll Off iCI COMMUNICATION 

OATE 
NOV 8 1943 

TO Secretary Mor~enthau 

FROH Randolph Paul 

We received late Saturday afternoon the attached 

t~o cables from Armour , No . 2619 and No . 2620, both dated 

November 5. which you vill be interested i n reading. 

253 ,.,.. 
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FROM : 

DATED: 

NUMBER: 

Ree'd. 5:30 
11/6/~3 

PARAPHRASE OF TELEGRAM RECEIVED 

Buenos Aires 

November 5, 19~3 

2619 

In a separate telegram there is being transmitted 

an a ide memoire which I have just left with the Ministers 

of Foreign Affairs and Finance . Since suggestion made 

in Department ' s 1688 of November 3, ~p.m . largely con­

cerns operations and activities which have either been 

corrected or are not sufficiently documented, I hope 

Department will approve presentation. This afternoon 

I will telegraph fur t her information concerning my 

int erview. 
ARMOUR 
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This telegram must be 
paraphrased before being 
communicated to anyone 
other than a Governmental 
agency. 

Secretary of State, 
Washington. 

U. S. URGENT 

2620, November 5, 2 p .m. 

Rec'd. 5: 30 
11/6/43 

Buenos Aires 
November 5, 1943 
Rec'd. 5:56 p.m. 

255 

Text of aide-memoire mentioned in my November 5, 
1 p.m. number 2619, follows: 

As requested by their Excellencies. the Ministers of 
Foreign Affairs and Worshio and of Finance, The Ambassador 
of the United States of America telegraphed his Government 
on October 29 fo r additional details regarding the designa­
tion by the United States Treasury Department of the Banco 
de la Nacion Argentina and the Banco de la Provincia de 
Buenos Aires as spec ial blocked nationals. 

The Ambassador has now received a reply from his 
Government in which he is informed that the immediate 
reason for the action taken by the Treasury Department was 
the unusual movement of funds during the period October 25 
to October 28 inclusive. During the first three days of 
that period, debits to the accounts of the t wo banks 
amounted to $4,184,000 as compared to $989.000 for the full 
week ending October 11 . Of the three-day total, almost 
$1.000,000 was transferred t o countries other than the 
United States. On October 28 transfer orders amounted to 
almost $10,000,000, at which time the Treasury Department, 
as a precautionary measure, blocked further operations. 

While the foregoing explains the immediate reason for 
the action of the Treasury Department, the Ambassador.under­
stands that the fundamental causes are more far-reach1ng 
and disturbing. For almost two year s the United States 
Treasury Department has been calling attention to operations 
carried on by these two institut ions which had the effect 
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of benefiting the ixie or Axis-occupied countries or 
nationals of such countries resident therein, Likewise, 
the Treasury has pointed out on many occasions that the 
institutions in question have granted credits and over ­
drafts to persons and firms whose activities are dee~ed to 
be inimical to the security and defense of the hemisphere . 
The Embassy, in accordance with the provisions of Resolu­
tion Eight of the Inter-American Conference on Systems 
of Economic and FinaAcial Control held in Washington in 
1942. brought those observations to the attention of the 
appropriate agencies of the Argentine Government. 

256 

During the course of the present year, informal con­
versations have been held, as the Ministry of Foreign 
Affai rs is aware, between officers of the Embassy and those 
agencies. The latter have invariably taken the position that 
the remittances t o Axis or Axi s-occupied ter ritory were 
made in accordance with the establ i shed policies of t he 
Argentine Government . With respect to credi t s and over­
drafts, t he aporopriate agencies, although courteously 
receiving the Embassy's observations, stated, presumably 
following directives of the Argentine Government, that they 
were unable to take corrective measures or alter existing 
policies. 

The United States Treasury Department has maintained 
that even though t he operations carried on by the Banco 
de la Nacion Argentina and the Banco de l a Provincia de 
Buenos Aires were authorized or condoned by the Argentine 
authorities, this did not free those institutions from the 
responsibility of effecting such operations, since, in so 
far as t he use of the financial facilities of t he United 
States vas concerned, the Treasury Department vas o~ligated 
to apply its controls on the basis of t he wartime f1~ancial 
regulat ions of the United States and the recommendat1ona 
adopted at the Rio de Janeiro and Washington conferen?es. 
Accordingly, after more than one year of patient wait1ng, 
following the Inter-American Conference on Systems of 
Economic and Financial Control, the Treasury Department 
felt that the two banks in question had definitely elected 
to continue operations and t ransactions which had the . 
effect of benefiting the Axis Powers and which were inlmical 
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to the security of the hemisphere. Therefore, it was 
decided that the institutions in question were not entitled 
to the free and unrest ricted use of the financial facilities 
of the United States. Accordingly, the Treasury has taken 
action to require that specific licenses be obtained for 
further t ransactions by the t wo institutions, to the end 
that it may request and obtain information as to the nature 
of guch operations in order to preclude the possibility of 
the financial facilities of the United States being used • 
in contravention of the exist ing wartime f inancial contrOls 
and the recommendation of the above-mentioned conference. 

!fh§J Foreign Minister /Is advised that this Govern­
mentThas not att em.2ted to lTst in detail the /manif trans­
actions which /thi!f Government consider s inimTcal to 
hemispheric in1rerests since the views of /thie7 Government 
concerning such transactions have been mane c1'ear to the 
appropriate agencies of the Argentine Government . It is 
understood those agencies have access to the detailed 
records of the transactions to which reference has been 
made. 

The Ambassador desires to make cl~ that the Treasury 
Department will , of course, be pleased to consider applica­
tions for specific licenses made on behalf of the above 
mentioned banks. 

Buenos Aires November 5 . 1943. 

W OOR 
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PliRSOIW. ~ SECili'Wll WII.GEftlllU to &)flllSSADal 

ARUOillh I Wilt f OU te X.. that I u 4el1chte4 at fOIIr 

b&JI411Dc ot the Uge~atlM fH•aliiC •tter. !'M Nporh 

whleb rou ban ..ae to t.ba Stat& DeJI&PtMilt ban 'bMJI -t 

helpfllliR ehbc u a eloanr plotlii'O ot tbe laeu .. 

lnfthM. I tool \bat tile aiu -1r wh leb. 711" tUI'Diah.a 

to tbt llbiltal'l ot Porolp Atrall'• ud PillaDie nrr 
ett .. UnlJ ..a. o11t the oaoe tor th• apulal blooldDg of 

llalllo ao lo laoloa u4 Buoo H la Pro'd.nola. Pleue be 

Olllii'04 Of .. .-plot& IJIIP&thf W OUI' OODtliiDii OOOpel'&­

tloa oa tu oaUN •ttar. 
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NOV 8 1943 

IDJ~OWOOII rca !Ill AC!IJIO SICRl!JRt or sun . 
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i tntral .frte&ill& MUurt 1JI the ll&lmtr whloh t he 
EabUIT hu l'to mba, ana IAAOUIIot that the 
aotlon taltm ~&&1Aat the two ~ tDk1 wu lltl'tlT a 
preoautlOilal'f .... Ul't. • 
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f'UAIC OU-OTC 

Jtlta~t •. HC& ,.;o,... ..... , .... - ...... . ,,..,,,. 

BRITISH AIR COMMISSION 
t788 MAUACHUa.TTW AWNU• 

WMHINOTON. D. C. 

111 tb tbe COilpllJoents ot 8r1 Uoh Air Coul.ooion 

who enclose St&taent No. 110 - Airoren 

Despatched - t or week ended Hovuber 2, 194). 

'11le Bono1.11'8b1e Henrr llorgentbeu, Jr. 
Secretary ot the Treasurr 
IIASIIINOTOM, D. C. 

NoY•ber 8, 1~). 

~Ll. 
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3 
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BRITISH AIR COMMISSION 
,,_ MA88ACHUKTIW AV.:NUa 

W¥HINOTON. D. C. 

llitll the c....,,....,t.a ot Brit.1oh .Ur c-iaoion 

who encl.oae lion~ Deport llo. 2 conrJ.na 

.Urcre.tt Flight Del1T8ty u at Octobu 31, 1943. 

the Hono...-ble Hanrr llorgenthau, Jr. 
Secret.ar)' or the Treaourr 
WASHIJG'108, D. C. 

llon.ber 8, 191.3. 
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~· ,t&'*l 
Jl,!hl.·' +liM j ,..cu I 

Cl.wt ~o. __ !_J-__ 

[nJorm•ion receivod up to l 0 "·"· 8t.h ;ovcbor, 1'1/.J 

Ct.nuldorablo .novamtmt un 1 loacang: of oneu'¥ umA..ll craft. in the AUil!Wf 
Wa.tl I'Oport.ort yootorduy. i:~hr .l.ur~o Dutch ohi() t.orporloort b'"J nir c rnft off 
1'tlil..ll'~ lw.i:. hov owlk. 

l.Jd!J,:£ To no<>n 7tll 8t.h Ar:n.t 78t.h Dlvhlon hr.vo ero,uo<! t.ho ~liiWJJ 
on a broad from. 1 •• 'lt' c.r¢ CC;t\t1nuinc t.hoir advance tow rd 

t..iV .. !( ~ .. wJUtw, C.~~rWL"1Ci, &.....!Qt,l n.nd FU~l ~vo bf..C"t1 C4?t.ur'!d. Sth Indian 
Utvi. 101 t.."1d Ce"•':i.\D£· <t lso a.dvaneod tin_. ar~t closo t.o VASro-f\,n.LJ. Ro....~ 1bu ,, 
\1 .C u •. ,u~ - lSER.U.,. Roa.\1 ncr. el&.r uf :un~~ .n Oi"-'ft t.o t.Mftle. furtbor left. 
F..: .... t C,U'IlVl i...W. tl"'fi hu..•...dw h.'lYP. ~ evacw..t.-,.; uf t.h., t•n .. -.y m.! our patrolo •nt 
lCtlV Ut. t.o hOlOlftn(tb of ~d V.ui"'J-iOilt..l. 

F1Ct.h Artr£ One:q roc.it't.a:lC• Vf)C'J ot.u.>bont lo centre. Ho twa 
.. t~!t •' wr•t. 4u&n~ 1 t.y v:: ttinc:o, oor t.tlr t.rt-, .. rttl.l.··r/ tlrc; have beon :Jcvcre. U.S. 
F~Jr~t~:o tt:ltJOllnd a J lorco countr-.. r' attt..c.c w1.t.J1 utrona ar"t.lllor")' aup~JCrt notth of 
VJ::.tl,f·~. In cot:,3t.l...l socU>r a Cau...rd6 Unit. of 56th Olvlo.ion at.tackod towe.rde 
~I rj.. ~MUCiU.lflk. .,n1 gt..ln'-l'"' r.ooo ground . 

J, tJ...'WJJ+<M'•'h.J4S ?!9.swrn ~root 7th 121 'Fortrcooou 110ro oent out. in 
~ for111nhena . $7 <lroF•"'l 115 LonG ,,L OOA.t:lt 

lth IIK)<,I •rutc C"'JOUlta . 54 drop, eU 114 tona CJot othtt1' o~jootivoo ln ';cst..1 rn 
W,t~H. IOrJ.t.hf"C' 1)rcvcnt.~d Ob3orv~tion or rnnu.ll..l~ . OaJor&l.ion!l a;upportfYI hy 21 
o,us.drttn: of fighters. 1.11 Bombero rot.urnO<.: eufo1y . ; .. ucort.od Boat.ons 6n(! Typhoono 
1rv, ,~ t.ot.£.1 of 77 en J A1rf!clJ:. un .luluftuN' F~ .. iCf:.. Nuolt.ango succc~sl\.llJ 

t.t-el,,..r' r.lll o..J objcct.lvcf C.."l~ coaou.~ craft. OJrl'ltJ noov" o~rat.ic.ona t ... o 
,{1 .... , .. u·cr"ft. dt•ct.roJJ·..t, "- ..Los t. 9 fi~,~;--ht.ftrr. 

7t.IL/8t.IL t.ire<afL doo~a~ch J a,:,,.; t, :.k>SC!UHoec See M.ln>n& }5, 

Lc..flot< J, ILI!tl-.biwlnt 't, Intt"Ud•ro 15 0 tr•ln. nJ 1 ~"4> ~.,.;. l 'l'y;:.hoon 
r:.h .. ln.;) . 7 encay ulreru..it. o~ Nt.cJ c..•..,r S<Aith r.J.:n '"-'""-'"'.J, 3 of tbe 1..cn·~tr~"4.. • 
t4 &.N.~(\..1. O!roct. bi!. c,u lk.nc· ~t...ll in rtll.·h:.L '/IJ fut..l Cllou...l .. i(!~ sc, f•.l' 
r"\lpor't..td, (}IJ\I)l' tw.~~a!)s. at. 1.4.~i-~l .,.nd !;tl:.~~ltt,-. C \.U::O•JU fo f~t..U. e&£Ul•..l.t.ics • 

An fl.Lt.tlc. ,\ro:a. . 
Xueo-sln viu 

dul"'-.~..hinG h1.•lt of tl~t":m. 

.>ea.a.l oc,..lc r.t.t.c c.ko. ~-...tr. .m br1.dbe5 north of 
ti..L"l _.osl.t.1Q'\O, rout1b un' t.r ....neport.s att..;.c::rc.6-d 

6th. :iaL'Ilawka 0 ninclng) aot..ck"" abouo 2JO 
vub!cluo porkod u~ ~~fKOV!C doo~roflng or 

6th . C...o:'lcont.r"t.ion ol' o..wll nuvnl t~.nJ ot.h~Jr vooaal o 
.... t tiAJ\0~ t.tWCKod, :.. ~ ,_...,.1 •. uxtlw rt ~o 2 lcrgn 
v•~ur.clo tllt.. ) ~lU1t.ht,.Jrc lout. ~Ub ..Lnntling 

J.ea;,oan 

B.ltJ:•J,.. c ... t \.on 1 iru .,nc -t.tuH' 
~Uoihl botc'bt»C by 4 ~lud~ns. 

l111Mll!'ld10 J.liOSVllll 
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TREASURY DEPARTIIEHT -------- ----------
~ FIIWICE DIVlSIOII 

Nlltional Conterenee o! State ChairMn 

Conereaaional Room - Hotel Statler 

November 9-101 1943 -
* *** 

Regraded Unclassified



( 

lOtOO a.m. 

lOolO a,11, 

lOo25 a.11. 

10 140 ..... 

l tOO P·'"• 

2oJO p.11. 

2t)S p.a. 

StOO p.m. 

SaOO p.m. 

l OtOO a,11, 

l2t)O p.11. 

laOO p.a, 

Twlac!y - llo.....,.r 9, 1943 

Welcaoe by Ted R. O&llble1 Nat.ion&l l>irector 

The Honorable Henry Worgenth&u, Jr. 

The Honorable D. 'If. Bell 

The Third War Loan Dr1 ve 
Appraisal by Dr. Renaia P. Ulatrt, and atalf 
Program Savings Division, Bureau of Agricultural 
EconOIII.es, u. s. Dapartaant of Agriculture 

A4,lourtD8Dt for l.uDch 

llaetl.na reconYened 

The Fourth War Loan 
sources of Funds, wesley Lindow, D1v111on of Research 

and Stat1at1ea, u. s. Treaaur;y DapartMDt 
Fiacal Progr...,., Sidney Tiolct.on, D11'1a1on ot Raaeareh 

and Statiatica, U, s. Treaaur;y Daparttoant 
oenaral D1acuaa1on 

A4,joun.ent for dinner 

Weetl.na reconvened - Open Foru.. 

Wedneac!y - lloY8111ber 10, 1943 

Tlw 'kr FinaDce Progna bet- war Loan Drives 
R. w. CoJne, Aaaiatant llational Diractor 
~u SaviDge - Ralph o. En&•~ 
Laber - J, L. BouchteU..: 
Agrtclllture - lllrrill L, PredDore 
WOllen'• Activitiea and 

l!duution - Will Harriet lllloU 
llanlc1ng and FinanCe - I, B, Hall 
Retailers - Sydney D. llt.h&n 
Radio, Preaa, Advert1al.na - Vincent Callehln 

Concludin& RIIIAI'lat 
Ted R. Oub1e, llation&l Dl.reotor 

llation&l DireCtor'• LW>Cheon 
South Allerican R00111 Hotel Stetler 
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Secretary Korgenth&u tod03 t old War PIDADce C~lttoo 

Oha\rtaon &tiOilbled here from thrOUf>hout tho \1111ted Sttltoo that 

he h eard no peace talk fro• tho flghtlnc men !flclng tho otubboro 

German t oe In tho mountain• of Central It~ly. 

Mr . Korgenthtlu told tho coamlttoemen frankly that he returned 

froe the b&ttle front peaa1m1atic in T8CATd t o the durAt ion of 

the confl i ct , onl7 to find in thle eountr.y a vave of opt1aiat1c 

prtdlctlono of o.n early peace. 

He oaid ho recogni <ed that thi o optl•ioa aicbt conotitute 

a probl• in t ho prosecution of the Four th var Loan. tentatively 

acheduled f or January, but that he vae no t eure vhethcr the 

effect would be hormful or helpful . Ho oaid that the ourrendor 

of !tillY during tho Third War LoAn in Sept .. bor hod couoed oomo 

tomporsry confuo\on In the selling effort~ 

"W• havo t, ge t ao much • oney. We can t t be vatchl n& every 

peace mo•t a a lone aa the war ia &I bloodJ a t lt la. Vc must 

prepe,re tor t.be Four th Var Lou by ten4.1n.c to our !Juaioeae o!' 

ral.dn« thia :aonq. and l e t other• vor!7 about peace ao•rt:a, • 

Mr. Morcentbau told the State r epreeentatlvea. 

•x u not vorrled about the re ault. • 

Tbe fift7-0De chA1raen o! vartoua Stat e W8r 71cance Coamitteae 

are •eet 1nt here vitb trea1ury oft1c1ala to make plana tor the 

r our th var Loan. The aeaalona at the St&tler Hotel will continua 

tbrouah Wodnooday. 
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tbe Treaturr Secretar.y told the aeetlnc that on hit recent 

tour of the Medlterrane.n front he found a keen lntere at on the 

part of the allltar,y forcea, froa the aen~rala on 4ovn to the 

•en, ln the auoceee of the hom~ front tin~nclng progrAa. He a&14 

that arrant;•aonto would be 11ade to l<oep the flcht!ng """ Informed 

currentl7 on the progreae of tbe next Loan. Hr. Morg~nthAu aai4 

tho allltar.r authorltlet felt that th••• Loant broucht th• war 

h .. e to the Allor! e&n people in a Vf47 conoU t utl nt; an 1aportant 

coatrloutton to the Var, in addltlon co aaettnc the flnanclal needs 

or the OoYernaent . 

The Secr~tary reTe&led that he had eY ldence that the Geraana 

atlll are dlacount lng the united Statoa war effort. He oald 

uncensored mall taken from Oerma~ prleonera in Italy ahoved that 

tho Gorman people at homo wer e worried about two thlnge -- the 

~satan •1ctortee and the bomblftC of thelr cltlea from the vest . 

•!be7 don ' t take ut terloutly, yet.• 

He aald the en-=7 apparentl7 recentl7 had lifted cenoorah1p 

on aa1l !roa Oera&117 to the !1ght1ng front, but ho ,..., unable to 

oxplala v~o¥. 

Mr. Morcenth&u pralaed the etate coaalttee repretentatl••• 

for vhat he teraed the aarvelout accoapll•~eDtl of the Third 

War Loan, He aaid t he ort;anlzatlon of tho aolllng effort along 

ata to l lne1 bad paid bl~ diY1denda, and that tbe ouccooeful 

caapa1Kft ba4 eon•lnced aost of the skeptlct of the eoun4no•• of 

the •olW>ta r.r plaa of en11ot lng oaYln,a. 
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fhe Secre•ar.r Indicated h!o belief that tho next Loan 

tho~ld place ~ven greater e.pb&eie upon tubeortptlont f rom 

lndlv!dualo . Ho pointed out thot deoplte the h•&Yy 

overouDoer!pt!on of the Third Loan, thot only half of the 

people v~re reached directly. 

•of eour oo that fact a loo bao !to br!cht o!de•, he added . 

•ve baYe thote potential ~~toaera to vork on n&%\ tlae .• 

Daniel v. Bell , Under eecretary of the !T~oour,r, fol lowed 

Mr. Mortenthau ~th a dlacuaalon of the ceneral flee~ eltuatlon. 

Re !nd!coted that the aoot!n€1 under wo, with Loon Comaltteo 

e~e~tl••• •l&bt permit an announceaent l•t• tbia •onth of the 

date, emount, and tecurltlee •baaket• tor the 7ourth Loan. 

To4 R· Gamble, National Director of the War finance 

Dl•l tlon of the Trenaury, it preeldln& at the dlecueelone, and 

introduced Secretary Norgentbau. 
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R: 

1:.1!J r : 

R: 

HHJr : 

R: 

HMJr: 

R: 
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Ilove:llber 9 , 19~ 3 
12: 57 p . m. 

Hello . 

Go ahead. 

Hello . 

Mr. Renchard, this 1a Hr. Horgenthau .. 

Yes, sir, ~!r . Secretary . 

I've just come back from that meeting w1 th 
the President on UNRA .••• 

Yes . 

•... ~~d I oe t the Russian Ambassador . ... 

Yes, sir. 

.... and he said, • Did you ge t the lnV1 tation 
that Hr . !~olotov s en t you through 1-!r. Hsrr!i!!an 
to come to Russia?" So I enid, "llell, I ' m 
sorry, I don ' t know what you ' re t alk ing about. 11 

And he said, "'n'ell , we sent you an 1nvl t e. tion 
to come ~o Ru ssia .... 11 

Uh huh. 

• . .. . through l!r . Harriman. • 

Uh huh. 

So I said, •~tell , I ' m sorry, it never reached 
me. • He said, "Well, that ' a unbel ievable. • 

Huh. Well, I'll l ook into that and we'll get 
eome word righ t back to you. 

Would you? Because I think that when we get 
i t-- I mean , somebodY can-- should draft a 
message of thanks to ~r. Molotov. 

Of course, ub huh. I'll look right into that, 
Mr. Secretary and get eome word to you. 

Thank you. 

Not at all, slr. Bye. 
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llovellber 9 , 19~3 
1:49 p . m. 

Here's Hr. Baruch. 

Thank you. 

Hello , Henry. 

How are you? 

~leloome home. 

Thank you very much. I wanted to a sk you 
whether it would be agreeable to you if our 
mutual friend Sob McCo r.r.ell would reoresent 
the Treasury on thls new CoClmi ttee wl th you? 

Oh, sure, anybody you want but Sob would be 
very -- well , deo!dedly persona grata W1 th lO!e . 

He would be? 

Oh, yeah. Are you going to -- he 's going over 
there thl s afternoon, isn't he? 

Yea , but he -- he want ed to be sure that he 
was >~elcome. He dldn ' t know -- a coupl e of 
little things t lul t happened -- nothing to cio 
~11th you -- kind of made him feel that maybe 
he waen ' t wanted. 

What the hel l ? I'm -- you and I are the bosses, 
ain ' t we? 

' 
(Laughs) I ' c not always sure abou t cyaelf. 

Ob, yeah. Then listen .... 

Yeah. 

BOb tell you what I did to Jesse this morning? 

What? 

Di d Bob t ell you how I handled Jesee this 
mo r ning? 

Yeah , wonder fUl . 
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What? 

You 're t he boss. 

Did you t ell him -- did he tell you? 

He told me w1 t h g r eo. t glee . 

You know, being 73 yeo.re ot age and a li ttle 
dear I can do that, Henry. 

(Laughs) 

But you know that we would have had -- ever-Jbody 
in the world would have b een :;x>unding ln on ue. 

'!bat's right. 

Well, the t' s - - that will be -- you tell Bob 
if' any thing that occur a t hat' a unpleasant to 
report 1 t t o me . 

Yeah. 

And he ' ll find tha t John Honoook is a very 
deoent fellow. 

Yes. 

And you can send anybody you wan t . ... 

Well •... 

.• .• but Bob would be ? articularly welcoQe to 
me. 

Well , 1t will be Bob. 

All right . He's going over t here ~~is afternoon 
uh -- John is goi ng to be over there to kind of 
keep the thing goi ng. 

Good. 

All right. Thank you , Henry. 

Thank you . 
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TREASURY DEPARTMENT 
I (" 200 
'- --

INTKit 0 1'l'1CE COMio!U NICATION 

DATO 

TO Secretary Morgenthau November 9, 1943. 

l"lttM R. R. McConnell and John L. Sullivan 

At a meeti ng this afternoon attended by repre­

sentatives of t he \,ar Department, the Navy Department, 

the rreasury Department, t he ~ari time Commission, the 

Reconstruction Finance Corporation, the Foreign Economic 

Administration, and Mr. John Hancock, of Mr. Baruch's · 

office, the attached memorandum establishing a Joint 

~ontraot Termination Boai'd was unanimously approved and 

will be circulated for signature within the nex t one or 

t wo days . 
.... -

The Treasury Department wu represented by J.lr . 

Sullivan and J.!r . McConnell. 

Attachment . 

I ?. C:: '??-? • 
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ESTABLISHMENT OF A JOINT COt.'TRACT TERMINATION BOARD 

l. ~·or the purpose of t his memorandum: 

(a) The term "Department" means the War Department , 

the Navy Department, the Treasury Department, the United States 

)..aritime Commission, the ·;;ar Shipping Administration, Defense 

281 

Plant Corporation, Metals Reserve Company, Defense Supplies ~· 

Corporation, Rubber Reserve Company, and the Foreign Economic 

l<dministration, respectively. 

(b) The term "contract" includes any contr .. ct with 

a J)epartment , and the t erm "subcontract" includes any contract, 

agreement, or purchase order, directly or indirectly related 

to or connected with the performance of any contract v1ith a 

uepartment . 

(c) The term "contract termination settlements• 

means all action ann proceedings related to the settlement of 

obligations and rights under any contract terminated by a De­

partm~nt (except for default) whether pursuant to a contract 

provisi~n therefor or otherwise , and the disposition of all 

property in connection with such termination. 

2. There is hereby established a Joint Contract Termina­

tion Board, herein called "The Board" . The Board shall be 

composed of seven mambers, of whom the ~ar Department, the 
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Navy oepartment, the Treasury uepartment, the J.l.aritime Con:mis­

slon, the lteconstruction Finance Corporation, and the Foreign 

Economic Administration shall eaoh designate one . The Director 

of War Mobilization shall appoint a Gbairman, and the Board 

shall appoint from its membership a Vice ~hairman to act as 

Chairman in the absence of the Chairman. 

282 

3. The Board shall have the following authori ty and dis- ~· 

cretion , subject to whatever overall policies may be formulated 

by t ile l>irector of ~·.ar Mobilization. 

(a) To establish general principles ana procedures 

governing contract terminations and settlements , whi ch shall be 

binding on the Uepartments . Each Department may establish 

principles and procedures no t i nconsistent with those established 

by the Board. 

(b) To require f rom each Department such reports re­

lating to contract termination settlements as it aeems necessary. 

(c) To develop to the' extent pract icable uniform con­

tract provisions relating to the termina t ion of contracts and 

subcontracts, and to make interpret ations of such provisi ons 

which shall be binding on the llepartmenLs . 

4. The Board may exercise any of the authority or discre­

tion herein conferred onl y by affirmative vote of four members. 

·,'/henever any Department disagrees with any action of the Board 

on any matter, the head of that Department may request the Board 
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to refer the matter to the Director of 1/ar J.!obilization for his 

approval or di sapproval . Thereupon, the Chairman, or such other 

member as the Board may aesignate, shall so submit the matter 

to the Uirec tor of War 1!obilizati on. Each member shall have an 

equal vote. Any m~nber may act by alternate , and the term 

"member" for the purposes hereof shall include the alternate of 

a member. 

5. The Board may appoint a Secretary and such other officers 

or agents as may be necessary to permi t it to carry out the author­

i ty and discretion herein conferred upon it . 

Secretary o£ liar 

Chm. , 0. S. Uir1t1me Comnusston 

AOJDJ.nutrator, 11ar Shipp1ng 
Administ ration 

cnatrman, Board of Duectors, 
Defense Plant Corporation 

Clialrm&n, Board or Dlrectors, 
Defense Supplies Corporation 

APPIDVED: 

Ouector of war 1lob1hzahon 

Secretary of the Navy 

Secretary of the Treasury 

Cllurman, Board of lJtrectors 
Metals Reserve Company 

Churman, Board o£ Duectors, 
Rubber Reserve Company 

Admin1strator, Fore1~n 
Economic Administrat ton. 

llovember , 1943. 

Regraded Unclassified



ID!Jr: 

OJ)' ern tor: 

HHJ r : 

Operator : 

Hl~Jr: 

Sam 
RosenMn : 

!lJ.!Jr: 

R: 

HI!Jr : 

R: 

Hl!Jr : 

R: 

Hl~Jr: 

R: 

!!JI.Jr: 

R: 

ffi!Jr: 

R: 

HUJr : 

R: 

ffi·!Jr: 

R: 
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lloveober 9 , 19~ 3 
2 :~ p . c . 

Hello. 

Judge Rosenman . 

Hello . 

Go ahead. 

'!'be name ie Horgenthau. 

Rosenman calling. 

Good morning. 

Good morn i ng. Listen , ~!o rgenthau, are you 
goi ng tomorrow to that OOVie 1 '1'be Battle of 
Russia. • 

'tlhere? 

At the Interior. 

No . 

Okay. 

(Laughs) ~by, F.B.I.? 

Well , I want to know because we're goi ng and 
I wan ted to ask you and Elinor to come over 
to dinner . You can still come over fo r dinner . 

Well, why didn't you say, •Don't you wnn t to 
come for dinner? • 

(Laughs) 

Uh ..•• 

Don't you want to go? 

No . 

We can get you tickets. 

No. 

(Laughs) 
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We ' ll pay f or the tickets and you gl ve us th 
dinner . .e 

Ther e ' s no pay. That ' e why we ' r e getting lt 
to r you. 

I know. 

You a.nd - - you and Elinor coming to dinner? 

No . we 1 r e go i ng to have dinner wl th Spyro e 
Sltoure.e. Did you ever hear of him? 

That Gr eek movi ng pict ur e fellow? 

That ' s r ight . 

Sltourae? 

That ' s right. 

Oh , yeah. He -- he sold a lot of bonds fo r 
you . 

Yeah. And he ' s made a picture a bout >tomen 
tha t he wan ts to show us. 

Oh. 

So , I ' l l t ell you , thanks very 1uch but some - ­
you ask u s agai n. 

All r ight . 

And the next time we ' 11 .?&Y t or the tic"=ets. 

llo - - th e tickets are tor free. 

I ltnow they are. God, what ' e t he !llatt er? 
You 've b een i n the Whi te House eo long you' ve 
lost all you r s ense of humor . 

Why , I thought maybe if I r eally - - l f you 
r eally weren ' t convinced I could sell you mine. 

(Laughs) I s ee . Tha t sounds bet ter. 

Oltay. 
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The t sounds more like tflY Sammy. 

Okay, boy . 

Thank you . 

Li sten, that doesn ' t menn you don 't have 
tb give me lunch Thur sday, you know. 

No , that ' s all right. 

Okay. 

Thank you very much. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

To Secretary l<!orgenthau 

""o" aandolph Paul 

DATC 

Nov. 9, 1943 

Ploase note that Secretary lliokard ia pressing 

on this matter . Roy and I should have a conference with 

you at your earliest convenience. If I am absent, Roy 

can discuss the matter with you. 

Secretary Wickard !Tould like, it possible, our 

vie11s toa.y (Tuoodoy) "'# 

287' 
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November 8 , 1943 

MEI·lORANDUM FOR THE SECRETARY 

The Secretar y or Agriculture is very much con­
cerned about a growing boom i n farm land prices 1n 
various parts or the country. It is t eared that this 
boom may reach dangerous proportions unless etepe are 
taken to check i t , 

I n t his connection duri ng the l a et r ew months 
ve have been conai dertng a a uggeat i on or the Department 
or Agriculture to impose a very high special tax on 
profit• from t he resale o f farm real eetate purchased 
hereafter during an emergency period t erminat ing three 
yea.ra after the cloee or the war . The tax ranges tram 
90 percent or t he gain tor property held t wo yeara or 
leaa f r om date or purchase down to 30 percent for 
property held from f ive t o a1x years. The special 
t ax or the r egular i ncome tax on auch ga1na would be 
impoaed, whichever waa the higher , Ther e would be no 
epactal tax for real estat e held mo re t han eix years. 

It · ia understood that the Department or Agriculture 
would aponsor t he l eg1alation, The Secretory or Agri­
culture desires to know what a t titude the Treasury Will 
take toward t he legislat i on when ita opini on io 
requeated by t he Bureau or the Budget upoc inqui ry or 
the Secretary or Agricul t ure . 

fhe Bureau or Internal Revenue oppoeea the l egio­
lation on the ground that the adminiatrative d1tf1-
cult1ea would be aubatantial , Secretary or Agriculture 
Wickard baa promiaed the full cooperation or the fi eld 
peraonnel or t he Depart ment or Agricul ture and or the 
land appr ai aere , provided atatutory au thority ia secured, 

We are or the opinion that deapite the oppoei t i on 
or the Bureau or Internal Revenue and deap1 t e aleo aome 
real m1eg1v1nga aa to the probable etfect 1veneee and 
equity or the epeo1al tax in operation, the dangere of 
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the threatened farm land boom a nd the abaence or other 
effective measures make it undeeirable tor the Treasury 
to oppose the l egislati on. It ia suggeated, however, 
that any active support of the tax be conditioned on 
the hearinga not disclosing more eerioua problema than 
have appeared in converaation With representatives of 
t he Department of Agriculture, 

Secretary Wickard would like an anawer aa quickly 
as poeeible as he is preparing speeches on the s ubJect 
tor clearance before he leavea town Saturday , November 1}. 
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l!!.Jr : 

Rendol oh 
:' aul : · 

Hl!J r : 

? : 

? : 

,. Jr: 

? : 

Ht-!Jr : 

P: 

H!·!Jr: 

? : 

:W.Jr : 

? : 

HHJr : 

P: 

Hl-!Jr: 

P: 

Hello . 

Yeah. Hello . 

Randolph. 

Yeah. 

!love:nber 9 , 19~} 
2:55 )) . 11!. 

The beet I can do for yo u thle af t er noon ie 
to tell you I am ayopa t het1o t o ar.y movement 
to keeping down s.,eoula tion i n l t. nd. Hello? 

Yeah. 

And you can ... . 

Well , . we have - - y"u see , Le B·• r eau i• dnc of 
ag ainst lt as l t's against ev ryth1 r.g new. I 
don 't liko to - - I think th~ ai tuation is eurn­
ciently seriou s though thr.t .-e ehouldn' t go 
against Wickard. ~licksrd' s t ol% ed. t o me a'out 
it and he's k i r.d of i~ t r ee t ed in it and he 
wants to make a soeech t he end or t he week. 

Vloll , I ' ll tell you what you do . :-lave you 
spoken to Sullivan? 

J ohn Sull1 van? 

Yeah. 

I don't know-- I rAven't --I dor.'t know 
whether Hoy llae o r not . 

Well, suoposi ng 70u do, aee? 
I am sympathetic towards any 
specula tlon in land. 

All right. Then suppose .... 

And tell J ohn 
cove to s to;: the 

Well , sup;>ose what? You don 't ge t together? 

Yeah. 

Le t l e t Gaston Arbi tr~>te i t. 

All right. 
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H!!Jr: Let Gaston a rb1trate lt. 

P: Okay. 

HJ.:Jr : But I'm sympathetic to 1 t . 

P: Okay. 

!!l-!Jr: Rlght. 
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ID!Jr: 

Operator: 

Hl~Jr : 

Opera tor : 

George W. 
Renchard: 

H!~Jr: 

P. : 

!'.MJr: 

R: 

ID!Jr: 

R: 

HHJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

ID!Jr: 

R: 

Hl·lJr: 

R: 

h1·lJr : 

2~? 
:<ovember 9, 19113 
5: 21 p . Cl. 

Hello. 

!1r. Renohard. 

Hello. 

Go ahead. 

Hello . 

Xes , Mr. Secreta ry . 

I got your ltessage. 

Xes, sir. 

Now, what I'd like you to clo ls to cable 
Ambassador Harr iman and aok him about lt. 

All right , slr. 

The message ••as g~ ven to h1m. 

Uh huh. 

Hello. 

Xes, slr. 

Evidently he dld nothlr.g about it. 

Or he might have sent lt to Cal~o or to 
Algiers. 

And I never got 1 t . 

Xes. Uh huh. 

That could be. 

Uh huh. 

But would you mind cabling him? 
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HJ.!Jr: 

R: 

Hl·lJr: 

R: 

' 

- 2 -

Yea, we'll oerta1nly ask h1 111 to look lnto 1t 
and give us some explanation. 

It you please. 

Yea, sir. All r ight. 

Thank you. 

Not at all. Good bye. 
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llr. McConnell 

Secretary Uorgenthau 

PERSONAL AIID CONFIDENTIAL 

!loT. 9, 1948 

Dr. Lubin came in to see me today and informed ne 
that General Browning, the head of Procurement for the 
A~, is in the process of oaking up his aind how to reco~ 
cend diapoaal or the Government- owned equipment in the 
factories. Dr. Lubin tells ne that General Browning 
discussed this with Clif Yack but that Yack did not seen 
to be interested. 

I suggest that you talk to Clit Uaok and find out 
what he knows , and then ask to see General Browning and get 
the story from bia. However, before seeing either Uack 
or General Browning, Dr. Lubin says he would like to have 
you telk to him about the matter. 

After you have the complete s tory, you night talk 
to me about it end then we can decide whether this is some­
thing we think we cen do. ~ ~ ~ , 
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THE U NDER StCRCTA AY 0 ,. T HC TRCASU RY 

W A aM tNOTON 

TO THE SE'CRETAilY; 

FI NANC I NG J'ROGRAlt 

Estio~tes of the CPah position for the oeriod 
tmiin,~< June 30, 1944, contemplPte P Four th 'rl?r Loan 
in th~ ~onth of Janu? ry, 19~U Cor $ 1~ bill i on and~ 
~ifth 11:- r Lonn in the mont! of l!Ry for n lil<e al!!ount . 
At> hpve :>sR•med that '"e will h~>ve no cii r Pct bank 
finnncinr ouring this lleri od ; th:>t ~'" will r efund or .• 
roll OVt>r the m?.t'tring CPrtEicr tt 1:' of $12,917 · 
•·illioni. "nd th::'-t ~e will r~>fnnd "t least $11 billion 
of the ~5 . 2S5 c1 1!1on of Tre~Rur; "nti ~-r~teed 
securities either mp t•t rin~ or CPll~ble w! t hin this 
P"Til)d . 

On this basis ~ur ~rtimAt~d bal Ances ~t the 
encl of each month will bP 1P fo llo~;n : 

October, 19113 .. $17 , 6~3..1 )!A r ch . . . . . . . $n ,aoo.~~ 
..llJlv amb~r ..... .. 13 . 1 9 Aortl . ... ... 7 . 00 
"''tce•aber ...... . 10,1122 I.!Ay . ...... .. 15 ,000 
J Pntt,tr y , 19411 . . 17 , 710 Jun" • • • • 0 • • • 11 , 300 
Ee.bru ry .... .. . 13 . 5211 

The balances iooedi~telv nr<>cedin~ the Fourth 
'Uld Fifth i'l~tr Loans to t:>~ e t/l~tce in Jl'nuv.ry '\nd k'ly . 
which will p~o~nt to a littl" over 310 billion and 
$7 billion . r esoectively , ~ill Pftoro you flexibili t y 
t o choose any d~te i n the month y~u O£si re to st~rt 
t.hPfe lol!n drives . I w:>uld PXOf'l't tl.e b<tl~tnce :o 

bcginnin~ witb April to bP from$? to $3 bi llion hi~her 
ne a result of ~oing over the quo t~s in the Fourth ~d 
F'ifth War Loans . 

I !:ope we c an l•Ft.ve the F'our th W11r Lo?n camo~ip,n 
ou t of t.he w<~y beforP Febrn!l ry 20th . Sht>rt ly ther e­
after I would like to see A. l a r~te r ~> funding ooer a tion 
which would t'lke CR.r e of aeven• l mp tnritieP ?nd c8ll­
Rb l e issues bet lieen l!p rch 15 t h And June l , a s followa : 

Regraded Unclassified



298 

- 2 -

(In mil lions} . . 
~ Due or ; Due or ~ Due or ~ Due or ~ 
:cal l ab 1 e : ca ll11.b 1 e : callabl e : callable : 
.March 15 : Aoril 15 : l!py 1 1!ay 15 

1~ Treasur y note . $515 

3e~ r'eder11l Farm 
.lort~aRe bonds 
19~4 -64 ........ 95 

1 ~ l'FC noteR ..... S571 

3e~ TrenRury bonds 
1944-46 ....... . 1, 519 

3~ HOLC 1941.;- 52 • • $779 

3l0 Federal ~·11.rm 
.Jortga~e bon<.ls 
194t~_tl • •...•• . 

S610 2,090 779 835 

.:Trand total 0 •••••• •••••• •••••• •••• 0 ••••••• 

There a r e $12,917 ~ illion of 7/8~ Treasury 
cer tificat es matur in~ within tlis oer1od 11s follows : 

Dece•ober l , 1943 •.... $3 , 300 
Februar y l , 19~4 ..... 2 , 211 
April 1 , .~~~4 . . . . . . . . 5, 2)1 
May 1, 19<+<+ .. .. .. . . .. 1, 655 

al l of which , in my opinion , shou ld be rolled aver 
or exchanged .as they mlltur e . ~le should not denl e t e 
onr cA.Sh b11.lance by payinp; off nny of these certifi­
cates . 
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In addit i on to the above- mentioned securities 
which ijhould be refunded , tlere nre t he fo llowing 
wl'ich could very well be pnid off in CRRh as renre­
~:~enting tre simplest way to h~tnd le tt:e maturities : 

December 15 , 1943 - J -l/gjb Tr easury notes 
in t!le wnount of Si421 • 

Febru~ry l, 1944 

June 15 , 1944 

rui lJ ion 

- 1-3/3~ Federal ~ublic 
;,oustn~; Authority notl"s 
in tne P.J11)Unt of 5114 
ui llion 

3/4~ Treasury notes in 
tl'e ruao•mt of .;l!J 16 uill ion 

1ie coul<i. save .JiliOO million in cash bv inc!•ldin p­
CI:e June 1? matur ity in the general refunding ooera­
tion recom1.ended for late Fehnto.ry . 

The foregoins eRtimntes ~.re bneed on exoendi ­
tures for ~1ar a.ct iVlties of .~92-1/? hillion , which 
makes a tot11.l expenditure oropnu:~ for tlJE' current 
fitlcal year of aporoxi<~atelx $98-1/2 billion , a 
reduction of aooroximatel y '<D7-l/2 billion under t.he 
5ud~et e~timate~ . 
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T R EASU R Y DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 2S 

. - ~ t 

':'' t• ' s e 1 itte' ' lh tl '1 

· - leas ~\>rc1 1as s . 

u ~'I'J:e:v:; $$>) 8 s 'tt . t r t ~ 

• - l.t-ase ..or I' ':' ir _ts ic' • • n ~ 

~ r. e . s , . . e.:. t r~· " 
1 • ... • - -~ 

v re 0\ t 170 illions o!: 'ollc.re • "')1"'1t'- • 

~. (..Ct 1 volt: .& l s ' L . . , 1. 1 • 

•~"i "t.t s t nd I as avera..,cd f) u. T' rl l 1y r . , lj, G ~r 

· ~nera for th f "rs'- "'our t' s ~r t t 
, . 

-" 1 OJ' . ' • • 

'f!Je t'' !""!) Pl" of trtir sactio~s, "'" . c' I t1 ~ ''1' ..._ 1:!: 

cr'lon' , "as .,., "t ~:Ill n •r 1 1. ' " ' 0 ~ • ' 
o!: :u· vo! ?:' .. , I .. , L-=· 
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N 
0 
(") 

Allocations 

Purchase Authorize-
tiona (Requisitions) 

Requisitions Cleared 
for Purchase 

Obligations 
(Purchases) 

Deliveries to Foreign 
Governments at U. S. 
Por ts• 

LEIID- LEAS" , 
TREASURY DEPARTJ'Elil', PR ·"' liT DJ1HS.Jtr 

~>TATa..~N'.' 0: AU.OCAIIC:-s , vcLIGATI OKS (PU:,CiiASES) A.ND 
D~LIYERJES TO !'OREI Gli GOVER?il.~l::'S A": U. S. PORTS 

AS OP NO~"Et:BER 3, 1943 
(In :'illions of :Jollers) 

Administrative 
Total U. K. Russia China ExEenses 

$31:.169 .6 ~1977 . 1 f l 557.9 ~109 . 8 {11 .0 
(3967.3) 1977 .1) 1557 .7) (109 . 7) 11.0) 

$3253.1 
(3213.4) 

tl711.9 
1698.0} 

$1307.9 
(1310.2} 

r43 .6 
43 .5) 

$3151.9 f lG54. 1 .;)1281.9 $43 .3 
(3122 .9} 1649.3} {1280.4} (43 .2) 

;p3033 .2 t l 627 .1 ~1226 . 7 "43 .3 $8.3 
(3007 .9) ltil9 .5) (1214. 7) (43 .1) (8.1 ) 

$1410.7 f976 .2 ~396 .4 $19. 5 
(1392 .5) 965.5) (389 .5) (19 .5) 

•Deliveries to foreign governments at U. S. Ports do not i nclude the 
tonnage that is either in storafZe, "i n-transit" storage, or in the 
~or t area for which actual receipts have not been received from the 
oreign governments . 

liote : Figures in parentheses are those shown on report of October 27, 

Jli. scellaneous & 
Undistributed 

t313. 8 
311.8) 

t l 89. 7 
161. 7} 

$172.6 
(150 .0) 

~127 .8 
(122 .5) 

$18. 6 
(18.0) 

1943 
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EXPLANATION OF OIFHREI~CE . 

The reduction in Purchase Authori?.ations 

for Russia is a result of amendments to con­

t racts . 
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Copy sent to MaJor Gen. Burna 

(by meUenller , l>tur;~is - 5:45 p.m. ) 
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November 9 , 1943 

ME' IClW!DUM ?OR THE FIU:S 

Telephone Conversation 
llr. Bal.lanti.ne and Ur. Frieaaan 

llovecber 9, 1943 

In telephone conversations on 11ovo=l>er 8 and 
trovenber 9 , discussed with !!r . Ballantine suggestion 
mode by the Generalissimo that we publicize in our 
country the transfer of $200 ndllion sold to China 
far sole in that country. 

Llr . Ballantine was given an explanation as to wey 
it was the !ee~ here that no publicity should be 
g;l.ven to this 1ratter at this tl.Jl:s despite the Chinese 
SU8Best1on. ~. Ballantine said that he understood 
tho Treasury' a pos ition anr:l expressed no diugre(Cent 
111tb i t . 

I . S. Friedloan 

....- II' 
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COPY 

DEPAP.MNT 0 1' STA'IE 
Waahington 

I<IY dear l.!r . Friedm&n: 

'!be following is a paraphrsse ot a portion of a 
confidential t.olegram receiv&d llovember 1 from our Ecbassy 
at Cll.lngking: 

"Speaking of the economic s1 tuation in China, Ueneral-
1oaill0 ChiaJlg a aid to the !mbaaoador t.i'.a ~ t.bo cold ado 
available by the United Sta~es haa dona 1110h to a~angthen 
public confidence; that thia 1e ranee~ in the greater 
ltabUHy ot the prices of neceooi •.1es; and that he belie .. d 

thoro ""uld be a further beneficial etttct it "" gave so"" 
publicHy in our country to the !act that the Unit.ed States 
had so made iold avaUable to China . " 

Ir the Treasury ehould decide to give publicity to 
this 11atter ae suggested by Generalieoi1110 Chiang Koi-ahek, 
will you be ~kind as to let u• know in order that arrange­
lll8nto adgbt be made w1 th OWl to give publicity to this 
m$tter over its shortwave broadeaeto . 

Sincerely yours, 

(e) Joseph w. S.llant.L~• 

Joseph W. S.Uantine 
Chief 

Division of ~r &t•tem Atrairs 

llr. Irving fi'ioclman, 

Treaoury De par t...n t, 

Washington, D. C. 
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~trongtn !>y 'flCI!IY .. nd ~u r att.>cl. .bL!1 ... n• " lt.nt 'lUI/8 th. 
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