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4\b Yar LoaA Dr1n: .t.nllollftc•ollt - ll/22/4'1>. ... ....... 1 

a ) llocu: "J.ot•o All Baclc tho .I.Uaclc 0 - 11/30/43: 
... look m. peco m 

llercbaDt ....... , Plallo tor oa1 .. o! bon41 41oouaol4 ill 
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lroaoh OptraUoeo: ~· of currmq \o be aoa4 41tCUtoa4 

lD 1a\\ar \o 1\a\o ~,..,,- 11/a&/tl ..• . •••.•.••••. 
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4locuooa4 liT Whl\o - 12/13/ta: look JH, 
pace 116 
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o) Jorrootal'o office &lld IMJr 41 ocuoo o1allar 
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4 ) latharl ( Iober\) to bo auld t o bolp , 1t pon1ble .. 

1) lhl\e-latharl ooan r oatloa - 12/1/43: 
look w. ,.... 71 

a ) "'ho ' 1 lfho" : looll tu. pace '73 
I) lath&D aaor&lldua: Yu pro4uoUoa pz-ocraa 

aa4 tho eooaoalc outlook - U/11/43: look .Bi• 
""' 181 laae chan OD 1far ProduoUoa loard K11DHloDI 

ProdW>Uoa lada &lld ....- up•4ltvll aoa\hl;r, 
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f ) Ill•• \aX f!IIRtioao dlooaooed ••••.•.• .• .••••. . .• . 
c ) l.liDohiOD coaf•r•c• wl\b DnocraUo ••'b~o of 
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1) Actual coat•r•o• - 11/M/43 .. ·- ............ -

h) l.lppaaDD, l.indle;r, Ci1apper, etc., couul\14 '117 
Oaotoo .................................. • · . ..•. • · · 

t) Ill•• tas d1o01leee4 ••••..••...••••.•••••••••..•••. 
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J) CoD&r•ot1oaal .. oord 4lceot •.••....••••••.. ..• ..•• 
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lew York !1••• arUcle b7 OoUrq lelooll "'a1 te4 1\e\u 
'l'u&Uon Goal Onrt op o llr1 Uoh • QPla11le4 ill lllo"QCb 
·-rall4 ... - 11/26/43: ... llook BQ. pace a 

Ooafereaae of !raallll'7 croup - 11/'lfl/43: llook tJ2, 
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Jool<l?t 

a) Re41lct1oD 1D eot1 .. t eo of QPoll41tureo f roe tbe 
Aucllot 81l4cet ..-.atioll 4ioauooe4 : llook IIQ, pace 113 

(See h4cet releaoe , 11/11B/43 - J'ac• 150) 
l) BMJr 4iocu•••• bow to ,.reoent new bll4cet ficuz•• 

\ 0 CoDcruo : llook ,UQ, pace 118 
a ) lflll t o.xeo to be reiterate4 OYer u4 OTOr 
b) $41 bU11oll ill r.,.enue on a •100 billion 

bll4cet •au• $9 billion in tazeo - Oaoton ' o 
eucceote4 opproa ab 

2) lluo •-ru4,.. baoe4 on bllllce t r .,.hio11: 
·~he4 O..Uoot oD hceu lllcoee of ID41Yi41lalo 
for the Jiocal Yaar lM4° - 11/'lfl/43: lloolt §12, 

Pac• 153 
lor ota\ .. ellt b7 BXJr aad d1o01looion ther eof ••• llook §§2: 

ltate...,to b7 HNJr 
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Sohllbart, W1lliaa a. (Bauk of Mafthattan ) 
l eo Joreicn lunda CoDtrol: Lasard Jrereo 

s ...... , llorohan t 
Soo l1Dancinc. Oovernaoa t: War Sav1ncs Bonde 

- T-

fuaUOD 
••• a ............... 1e1cm 

- u -

u.s.a. a. 
lee :Lead-:Laa .. 

- w -
liar Depart•eDt 

lee lleveDue llevhioa: 1943 Revenue Bill 
War 8a•1nco Jondo 

See JlnaDcinc. Oo .. rnact 
Vhl\e llov.oe 

See liDuat..ac. Oovernact: War S.v1nco llonde 
(3r4 War :Loan Drive) 

Woo toll, l'aul 
lee a... ...... llevleioll: 1943 a.,...,,.. Bill 
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TR."..'SW.Y DEPARrl:Eitr 
~2sl'dnt;ton 

FOR RELEASE, l«lRIIII«l IIE"'SPAPERS, 
l!onda,v , Novenber 22, 194J . 

Press Sel"Vice 
llo , 39-62 

Seoroto.l')' llorgenthau announced todoy tllst tho Fburth l'far Loan Iirive 
>!Ould atarl Janulll')' lS, and ""ul d run untU February lS, 1944, 

The goal has been set a t ~14,000, 000,000, l'ive and one - half bUlion 
dolla:-s or this amount 1.$ to be raised directly !'1'0111 individuals . 

The State '"t>r F.lnance COIII:Iittees "11111 have the tMk of raising this 
!tl4,000,ooo,ooo, These emr.:itteos are bei"& otrcNtt~er.ed and expanded to 
rest the neceadty of increasing the rumber or people who ere buyiJ'lg "'ar 
Bond•• llilliona or volunteer sale=en are now reod,y to cpn-y this cat>paign 
tor !\m<!s to e\'61')' individual investor 1n hoMo and in punts throughout the 
nation. 

The ll'.ajor emphasis thrOU8hout the entire period or the ilr'lve - J:mual')' 18 
to Februsl')' lS - "11111 be placed or. the quota or ~s , soo,ooo,ooo for individuals. 
Dllr1np the period !ran Janus!')' 18 to Februo17 l only sales to individuals "11111 
be reported by th~ Treesu!'y. The r eporting o! nalee to indiviC.Ull:S will be 
supplemented et~rling Februory l ~ith r eporto of sales to other non-bankinr. 
investors - t ho quota for "hich i s e,a,soo,ooo,ooo. This '11111 not preclude 
the aooeptenoe of eubecriptions from other non-banking investors a~ any time 
during the Drive. 

All subscriptions for Savings Bonde end S~vinas llotes recaived at the 
Federal Reserve Banks or a t the Trensul')' of the United Statos beheen Jnnwuy 1 
and Februal')' 29, 1944, rlll be credited to t~.o 1Jr'1ve, 

The ~oel and the type of securities to be ortered mre detemined by the 
Trea&ry alter conaultatim lli.t.'l the chai=en of t he State t.ar Fimmce C=>it­
teee, o!ficille of the Federal Re~erve Syate:o, the American Bankers Association 
and other inventnent &thorities. 

The s ecurities to be sold undar the dit'Bction of the "!ar Finance C=it­
tees ~11 constat of• 

Sortcs t Savings ~onds 
Serlet r' and 0 SavL.,eo Bonds 
Serioe C :':livings t'ot'ls 
2-l/:11: Ron~s or 1965-70 
2- l/ t$ "on~e of 1956-59 
7/8f. Corttficate of Indebtedness 

In viii"' of tho fact thAt ~ c"""'er cio.l b~nke accept time deposits and 
porfol'T.l in their o"" comunities the same 1\lnetiona •• those perfo:r-.ted by 
other snvingo institutions, the Treasury mll permit such cor.merci:il. bar>.ks 

1 
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to cake a lim ted in98stotent or their time deposits only in the 2- 1/4% and 
2- l/Zf. Bonds under a !oi'I!Illa to be annCIWlcod later. 

The 2-t/2% Bond will be d ated February 1, 1944, due March 15, 1970, 
callable lmrch 15, 1965, and ld11 be issued in coupon or registered form at 
the option of the tuyers, in .denominations from ~500 to 111, 000,000. Com­
mercial banks, which are de~d tor this purpose a3 banks accepting doJIIalld 

deposits, 1'11.11 hot be percd.lllted to 01011 these bonds untU February 1, 1954, 
except for tho limted invesWnt ot timo deposits. 

The 2- l/4'{. Bond 111.11 be -dated Februa.ry 1, 1944, due Sept. 15, 1959, 
callable Sept. 15, 1956, and will be issued in coupon or registered tom at 

the option o! the tuyers, in denominations o! 'lSOO to $1., 000, 000. Commercial 
bonks, r.hich are defined !or this purpose as banks accepting demand deposits, 
wUl not be permtted to own these bonds untU Septe:nber 15, 1946, except for 
the li1llite<l inwstment ot tiM deposits . 

The ?/8% Certificate ot Indebtedness 1'11.11 be dated February 1 , 1944, 
due February 1, 1945, and wl.ll be issued in denominations of $1,000 to 

111, 000, 000 and in coupon form only. 

The Treasury will request that, untU a.!ter February 15, 1944, co.,_ 
rerciel banks not buy the ?/8% Certiticates of Indebtedness offered, and 
that the JrJll'kot not trade in any of the oarketablc securities offered in 

the Drive. 

To avoid unnecessary transfers of funds !rom one loco.lity to another, 
the Treasury requests that all subscriptions by corporations and firms be 

entered and peid for through tho banking institutions ""oro tunds aro located. 
Thie request is made to prevent disturbance to the :oonoy 118rkot and the bank­

ing situation. The Treasury will undertlll<e to see that statistical credit is 
given to any locality tor such subscriptions that the corporetions and fimB 
may request; oxcopt eubecriptions from insurance companies will be credited 
to the State of the home office as in the past. 

In order to help in aehioving its objecth'c of selling as oany securi­
ties as possible outside ot the banking systom, the Treasury requests the 
cooperation of ell banking in~titutions in declining to make speculative 
loans for the purchase of Govorrunent securities. The Treasury is in favor 
or the banks mlll<ing loans to facilit•to pemonent investmont in Government 
securities provided such loans are nade in o.eeord with the joint statement 
issued qy the National and Stoto Bank Suporviaory Authorities on 

November 2), 1942. 

0 0 0 
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~U.I.RrKIIS Si'IIIITII AIIIII 
AI'O I 758 

e/o Postmuter, ll. Y.C. 

22 November, 1943 

l(y dear Kr. Seeretarr: 

In c<l'lacnanee with 70W' wiehea we sent ,eu 85 crates or 
aoaorted propert7 and a l arge n .. ber or guna, tanu, etc., tct. allng 
ln all eaoe 20 nhicles. 

Owing to canditi.cns be,..,.,d our control thia ahip!ent did 
net. l eave Sicil1 untU about the 14th or lloveaabn. I therefore r ear 
that it lltl7 be a caae or "love '• labor loat,• but ln &n1 event we did 
our beat and trust t hat it you cannot use thie otu!t thie tioa, it mar 
be or valuo tor a oubeequent clrive. 

With expresei<l'la oC wann personal resarda, I am, 

· ~9.;~~ G.S. PI.~r· 
L1eut. General, 11. S. A:Iw:r, 

Ccaound ln&. 

The llcnoreblo Heney llorgenthau, Jr. 
Secretaey or the Treasur1 • 
lfuhln&tcn, D. C. 
u. s. 4. 

4 
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UNITED STATES OF AMERICA 

J(J PERCENT TREASURY CERTIFICATES OF INDEBTEDNESS OF SERIES G-1944 

Dated and bearinr lnternt from Dfttmber 1, 1943 Due Dfttmber 1, 1944 

INI 
o.~n-.1 (ll.....-lw N-. '" 

---~~D* 

TREASURY DEPARTMENT, 
0FP1CE OP TH! SECRETARY, 

W<llhingt010, No•..,.lm-U,l9U. 

t. OFF.ERING OF CEBTU'ICATES 

1. The Secretary of the Treasury, pursuant to tho authority of tho Second Liborty Bond Act. 

aa amended, invite. auboeriptiono, at par, from the people of the United States for certificate. of 

indebtedness of the United States. detlrnated ¥a percent Treasury Certifleatet of lndebtedneu of 

Str!ea G-19«, In exehanre for Treuury Certifieatea of lndebtedn ... of S..rie. E-1948, maturinr 

December I, 1948. 
U. D&SCRJmON OF CERTIFICATES 

1. The ccrtiHcatea w!ll be dated December 1, 19~8. and will bear inte~t from that date at tho 

rate of o/a percent per annum, payable semiannually on Juno. 1 and December 1, 19«. They will 
mature December 1, 1944, and will not be subject to call for redemption prior to maturity. 

2. The income derived from the certiflcata shall be aubject to all Federal taxes, now or he.,.. 

after !mpooed. The certificate. shall be aubject to e.tate, inheritance, gift or other exeiae taxes, 

whether Federal or State, but aha11 be exempt from all taxation now or heroafter !mpooed on the 

principal or interest thereof by any State, or any of tho poueaaions of the United States, or by any 

lcx:al taxing authority. • 
8. The certificates will be acceptable to secure dopgalta of public moneys. They will not be 

nccoptable in payment of taxes. 
4. Bearer certificatet with interest coupons attached will be issued in denominations of $1,000, 

$5.000, $10,000, $100,000 and .1,000,000. Tbe certifteata wiD not be iaaued in ~tered form. 

5. Tbe cortiflcatea will be subject to the general feliiii&Uono of the Tr ... ury Department., now 

or hereafter p~bed, goveming United States certiilcata. 

Ill. SUBSCRIMION AND AI,L()TMENT 

1. Subscription• will be received at the Federal Reaervo Banks and Branches and at the Trct~ll­

ury Department., Waahlnrton. Bankinr institutions generally may submit auboeriptiona for account 

ot customers, but only the Federal Reserve Banks ana tho Treaaun• Department are authorized to 
act as official arenei01. Others than bankinr institutions wiU not be permitted to enter auboeriptlona 

except for their own account. 
2. Tbe Secretary of the Treasury reaerves the right to reject any auboeription, in whole or in 

part, to allot leas than the amount of certlflcatcs applied for, and to close the becks as to any or ali 

aubscriptions at any t!mo without notice; and any action ho may take in these mpects shall be flnnl. 

Subject to these ~rvatlons, all subscriptions will be allotted in full. Allotment notices will be 

sent out prompty upon allotment. 
IV. PA YXI!l>"T 

1. Payment at par for certilicat... allotted hereunder must be made on or before December 1, 

1948, or on later allotment, and may be made only in Treasury Certlfteatet of Indebtedness of 

Series E-1943, maturing December 1, 1948, which will bo accepted at per, and ahould accompany the 

subscription. 

8 

Regraded Unclassified



V. CIINDAJ. P&OY1810N8 

1. Ju llleal qeata of the United Stateo, Federal Rauve Banka are authorized and requettec~ 
to reeelve aubecrlptiona, to make allotment& on the bula and up to the amount& indleated by the Sec. 
retary of the Treaaury to the Federal Relerve Banka of the reepec:tive dlatliets, to laaue allotm .. t 
notleea, to .--lve payment for eertifieateo allotted, to make delivery of certifteates on fulJ.pald aub. 
aeriptlona allotted, and they may laaue Interim reeelptl pending delivery of the definitive certltlcatoa. 

2. The Secretary of the Tre&lury may at any tlmo, or from time to time, prescribe aupplemenlll 
or amendatory rulea and regulationa gOverning tho offering, which will be communicated promptl1 
to tho Federal Reaerve Banka. 

H ENRY MORGENTHAU, JR., 
Secretarv of U.e Tre<UUrv • 

.. .. _____ . 1 .. 
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TO 

FROM 

Subject : 

TREASURY DEPARTMENT 

INTER t>FFICE COMMUNICATION 

Si tuation, 
Nove~ber 20, 19'-3· 

Summary 

9 

CONFIDEilTUL 

oAn!!ov. 22, 19'-3 

C£~~~~~~~·~hAin the r ace of substantial decli nes i n stock 
~ beginning of the ~onth, commodity prices have 

to show corresponding weakness . Featured by a rise in 
wheat prices, the Dow- Jones index of commodity futures last 
week rose to a new high since compilation of the index was 
begun 1n 1933. 

ifueat flour subsi dy: A subsidy t o wheat flour millers was 
announced l ast week as a measure to r elieve the squeeze on 
millers resulting from the fixed ceilings on flour prices and 
the rising prices or wheat . HCU'd wheat prices are approaching 
parity and the OPA is expected to impose n price ceiling soon 
at 100 percent of parity . 

Heavy hog mCU'ltetings; Steps were taken last week to prevent the 
record-breaking spri ng pi g crop from glutting hog markets and 
further depressing prices . Official price support s were ex­
tended to all hog markets, the rat i on value of pork was 
reduced, and t he ban on farm sales or porlt was lifted for 
90 days. 

With the rise in tarm land values averaging more 
~~ni~~~~~~nt a month during the past year, the Secretary of 

Agriculture warned last week that immsdiate curbs are necessary 
to prevent the catastrophe which followed the land boom or the 
first World War. He suggested that a resale capital gains t ax 
be instituted to check the inflation in land values. 

Civili an goods; As a result of an ena1ng 1n steel suppli es the 
ott ioc ot Civilian Requirements is pro jecting programs for the 
producti on of electric irons, washing machines and refrigeratoru 
for civilian use in 1944. The liPB hao lifted aJ.l restri ctions 
on the uae of ~tool tor clothing, draper1e e aml upholstery 
tabr1oa. 

Retail t1•ade: Department store sales 1n the ~1eek ended November 13 
rose to a new high tor the year and wero l~ percent above the 
oorJ•euponding week 1n 19~2. Tota l retell invent ories ( 1n 
dollar value) rose steadily in the third quarter, but at the 
end or Soptecber they were still 15 percent belo>~ year-earlier 
levels. 
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Stock and comcod1ty prices strengthen 

After declining to a new recent low at mid-week , stock 
prices strengthened noticeably near t he end or last week, and 
at the close on Sat urday the Dow-Jones average ot 65 st ocks 
was about l percent higher than a week earlier . Numer ous 
favorable year-end dividend acti ons, and the announcement 
that $13 billions in Army appr opriations probably would be 
saved i n t he current fiscal year, were reported to be among 
the !actors causi ng prices t o strengthen. 

Industria l stock prices i n London rallied noticeably last 
week , thus reducing t he net decline s i nce the beginning ot the 
month to very moder a te proportions, i n contrast to t he r ather 
sizable decline t hat has occurred in Netr York . {See Chart l.) 

This may be due i n part to the t c.ct that the tlew York market 
has had to absorb some ot the usual year-end t ax selli ng, 
t:hereas the London market h:ts been tree ot this intluenoe. 

In connect i on ll1. th the l·reakness in stock pr ices at 
!lew York in the first hlllr or t his mont h , it i s interesting 
to note that correspondi ng weakness failed to develop 1n 
commodity prices, although brief sell- otts di d occur in some 
commodities, such as cotton . Aided by subsi dy developments, 
~1heat pri ces have been str ong, and largely as a result of 

this f actor the Dow- Jones index or comnodi ty future s last 
week roee to a new higb eince compilation ct the i ndex was 
begun in 1933 . 

Basic commodity prices slightl y higher 

The BLS i ndex of 28 basic comcod1ties moved sli ghtly higher 
last week, but it conti nues belo1< the peak l evel reachl'd neo.r the 
end ot September. {See Chart 2.) With hard ~meat prices below· 
parity, t he announcement o't the t1he:tt flour subsidy, t ogether 
with expect ations ot n price ceiling on all wheat a t 100 per­
cent of parity, t ended to buoy tJheo.t prices, which rose 2i cents 
in the week. While barle7 prices were fractionally higher, 
rears that a price ceiling would be i mposed now that the price 
of bnrley hbs reached parity tended t o check the advance . 

Cotton prices, aft er declining for 6 consecut i ve weeks, 
rose moderately l ast week. The rise was a ttributed to the 
continued heavy entries ot cotton into Government loan stocks , 
Congressional opposition t o t he subsi dY program, and i nflationary 
i mplicat i ons i n the pr ospect of o. more general demand for wage 
increases. In the week ended !{ovember 13, Government l oans on 

10 
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this year's cotton crop amounted to 1,523,235 bales, as 
compared with 79~ .83~ bales at the same time last year. 

Lower prices tor fruits, veget nbles , Md hogs caused 
t he BLS ell-commodity i ndex t o decli ne slight ly in the week 
ended November 13 , but it continues t o move in t he narro>r 
ran~e of the past four mont hs . The ri se ot t he index during 
the past year hns been only 2.7 percent. The index now 
stands a t 102.g percent of the 192b average, which is 37.1 per­
cent above the pre- war level of Augus t 1939. 

Subsi4y to wheat flour millers announced 

Despite severe Congressional opposition to subsidies, a 
subsidy to whent flour millers was announced last week by 
Stabilization Director Vinson. The subsi dy payments will be 
based on the bushels of >~heat ground, and will amount to the 
d itferencs between the level ot wheat pri ces reflected i n t he 
vhea t flour ceilings, end the market price of wheat but not 
more than parity. The Defense Supplies Corporation will 
administer the program, which is expected t o cost around 
$9 millions a month, or about {- cent per loaf of bread. 

This subsi dy program was neoesAitated by t he squeeze on 
flour millers resulting from the fixed ceilings on flour and 
t he r i sing price of wheat . While t he flour ceilings are based 
on a wheat price at g9 percent of parit y, wheat prices have 
been rising during t he past several months until they are now 
only n few cents under parity . !~oreover, it was i mposs.ible t o 
place a cei ling on wheat prices until they attained parity. 
Consequently, the flour business, aside from some Government 
buying, has approached a standsti ll in most cark~ts . The 
alternative t o the subsidy was to revise flour ceilings upward 
t o reflect the higher whea t prices, and to permit a rue i n 
bread prices. 

lli th hard wheat prices approaching parity , the OPA i s 
expected to impose a price ceiling soon at 100 percent or 
pari ty. Such a ceiling was r ecently placed on soft wheat when 
the pri ce rose above parity . 

Steps t aken to oope ~lith heavy hoe; mar ketings 

11 

IUth oome hog mr.rltet e begi nning to be glutted, and prices 
saggi ng under t he heavy marketings of the record-breaking 7~ mil­
lion spring pi g crop (see Chart 3), steps ~1ere taken last week 
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to support pri ces of hogs and t o f ac i li t a t e their marketing. 
The mereureo t llken t:ere : (1) extensi on of support prices , 
and pl ana tor maintt ini ng these pricea , ( 2) r eduction i n 
the r a tion coat of por k , ( 3) lifti ng or the ban on f arm 
sales of por k , ( ~ ) i ssui ng of a daily r eport on hog mar keting 
cond1t1one

1 
and (5) cont inued deferment of farm l~rkers 

helpinG out i n packi nB plants . 

Official suppor t price s were ext endeC! t o all hog markets 
other t han Chicago, wher e a support pr i ce of $13.75 per hundred­
weight han r lready been 1n ef fect . Pr ior to November 29 t he 
support pt·ices in the vari ous mlll·!~ete will be the Chica!!o 

12 

price adJuot~d by the norcal price differential. Aft er
0

t hat 
cl.nte the support pr i ce i n any market tli ll be $1 per hundred- ,, 
~1eigbt belo<l the ceilings which have nlre. dy been fixed by the 
CPA tor the various markets . 

Jover=ent to purchase eu1•plus wrl< 

The \~A ind1ct ted thct the Government etcnds ready t o 
buy e>.ll federally-inspec teO. pork and porl: products tha t packers 
produce in excess of the quanti tY needed for civilian rat i oning, 
ana 1\t pl•icee Fh1ch will enable alnur;hterers to !XJ.Y not leas 
t hr.n the ou!)port prices f or the hogs they purohase f or sl aught er. 
The v1FA han aokod the RFC t o ~lithhold ment subsi dy 9ayment s 
from alaue;ht erers guilty of payi ne lo>~er than the suppor t price . 
Government purchases have i ncreased during the pa~t f etl weeks 
but they are sti l l consi derebly bpl ow those of Hay , June , and 
July of t his year . (See Chart 3, lower secti on .) 

The CPA reduced the r ati on point cost of pork and 100 per­
cent pork enuenees by t~o pointe . Thie cut t~ll make some pork 
i teoe poi nt f ree , and ;;ill reduce tho average point value of all 
pork items by one-thir d . The reduction i n the rati on point value 
ie for a limited t ime only , and ~~ll probably be resci nC!ed when 
the heavy marketi n6& of hogs cease. 

As a means of relieving the str ain on commer c i al peeker s , 
the WFA lifted tor 90 days (until Februr ry 17) all rest r1c t1one 
on f arm anlee of pork and lard. Heretofore farmer s have been 
unabl e to sel l more t han 4co pounds of these products in one 
year. Under the netl arrangement i t 10 expeoted that t'armers 
oan supply many of t he small t owns d1reot, and t hus t ake care 
of some ot t he surplus ani mals during peak slaughter months . 
Althou~;h per sona who purchase meat from f armer s are requi red 
to surrender r a t i on poi nt e t or i t , it 1a teared i n some quarters 
t hat t or m enle s are likely t o l ead t o l'i deaprend violation of 
the rati oni ng regulations. Horeover , the WFA only reluctantly 

, 
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lifted the t are anle ban, s i nce farm slaughter Will result 
in the waste or many valuable by-pro~ucta that can be saved 
at large slaughte r houses . 

Finally, Select ive Service is reported to have agreed 
not to reclassify tare help which normally coves to nacking 
yl ants to assist in slaughtering duri ng the slack season on 
terms . Many f armhands have been rel uctant to change employ­
ment ror fear ot bei ng drafted , while packers have been 
handicapped by manpower shortaues . 

Farm l and boom developing 

The tarm l end boom ls g~1ning such momentum that i mmediate 
curbs are necessary t o prevent the catastrophe which followed 
t he l and boom or the fir st lior l d ilar, Secretary of Agricul ture 
;:icke.rd stated last week . Thus , t he i ndex or avert'<:;e value per 
acre or farm re~l esta t e rose 3 percent in t he tour mont hs 
ended llovember 1 , according t o confidential data or the Bureau 
or Agricultura l Economico , anc. now stands 25 percent above the 
yr e- ttnr level or !:arch 1, 1939 . Hor eover, the average rate or 
increase duri ng t he l ast 12 months has been over 1 percent a 
month, the highes t or record out s i de or t he boom yea r 1919-20. 
For the enti re war peri od to date , ho>rever , t he ri se has been 
somewhat less t han during the comparable period ot the fi rst 
i'lorld ~lar . (See Chert ~ .) Paci:l'ic Coast states have had the 
larcest i ncreases i n l and v~ue in recent months , alt hough farm 
land values in all sections have risen. 

. Secretary 1'/ickard advoca t ed the eetnbl1 shment of a "land 
boom pr ofits t nx, or reoo.le capita l ga ins t ax" t o check the 
infla tion i n l and valuec . This opecie.l tax would be levied on 
~rotite rrom the res~le or pro~ty acquired durin& the national 
emer gency , and would decrease accor di ng to the lencth or t i me the 
pt•Qpert y was held . It 10 thought that euoh a curb would not 
inter:l'ere wi th or penali ze the ~ona fide farmer. 

Other contr ols t hat he.ve been suggested t o check the rise 
in t nrm l and values are: (1) restriction or real estate credit , 
(2) o. heavy transfer tax, and (3) ceil ing pri ces on land , with 

permits r equired for PUl'chasi ng . 

Coal distribution regulated to sn:l'eguard au~plies . . 
After falling t o tile l owest level or the year duri ng the 

t1rst week in November, sort coal pr oducti on 1n the week ended 
llovember 13 recovered sharply but was still about 5 percent 
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below the levels attained in the ot October before 

the 11ork eto!)pages began. (See Some further i m-

provement i n bituoinoue ooal occurred last 

week , although actual production figures are not yet available. 

As a result of the repeated work stoppages this >'"~~ ar, oumu1at1 ve 

soft coal production since the beginning ot 1943 has been 

slightly lees t han in the corresponding peri od last year, 

althouzb the decli ne has been less t han l percent . 

During t he past t1eek an acute ehortage ot coal was 

reported to exist in many communities, and i n order to cope 

14 

111th the situation more effectively the Solid Fuels Adminietration 

tightened up on regulations governing distribution ot eu, pliee. 

Control over the retail distribution of domestic sizes ot ,~ 

anthracite coal in the northeastern states was transferred from 

the OPA to the Soli d Fuels Administration. I n addition, new 

sort coal distribution regulations were issued with the 

objective ot diverting e. larger part or production to domestic 

heating purposes. Thie ~~ll be acoomplished by cut ting down on 

deliveri es to factories, r ai lroads and utilities in oasea >rhere 

inventories have risen above sti pulated levele. 

In the f ace of the tight supply situation i n coal, some 

encouragement oan be derived from the continuing gradual 

i mprovement in East Ooaet civilian oil supplies. The 

Petroleum Administrator last >reelt stated that there was 

enoush heating oil in the area to meet current rationed 

demands , and that the 1Sig Inch• pipeli ne was rapidly reaching 

capacity operation. Despite the substantial improvement !rom 

the low point ot last May, supplies are still much bel ow the 

19~0-41 •norma l• . Thus, light tuel oil stocko m the week 

ended November 13 were slishtly l ess than 6o percent of normal 

while gasoline supplies were lees t han 37 percent ot normal. 

Wage drive mny necessitate rise in steel or~ces 

Due reportedly to labor t roubles, shut- downs tor repairs 

and lingering effects or the coal strike, steel operat i ons 

last week were scheduled to decline fractionally to 97 .g per­

cent or capacity, ~<hich ie the lowest point touched since the 

second week in August. However, some i mprovement in operations 

see"' a likely during tl),e curr ent week. l•!oreover, the slight 

loss in oroduction which occurred near t he end of l ast month 

di d not prevent the industry from breaking previous records in 

October, with total steel output tor the month exceeding t he 

previous record high by more than 100,000 tone. 
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Produc.tion problema are apparently ot leas concern to 

t he steel industry at present than the prospect ot further 

increases in operating costa, which ma;y necessitate a.n UP-
ward revision ot steel prices. The new wage agreement in 

the coal mining industry has increased product i on coats, 

and in t his connection it is reported that Secretary Ickes 

has protested to Stabilization Director Vinson over the in­

adequ:.c;y or coal price i ncreases proposed b;y OPA. Horeover, 

coal operat ors have threatened t o hold up turther d1aburaemente 

tor mine operati ons unless assurance is given that the OPA 

:<111 grnnt an adequate increase in coal pri ces retronctive to 

!lovember 1. Along with the i mpending rise in coal prices, some 

ot the s:snller steel producers are confronted W1 th a further 

increase in coats as a result ot a recent OPA authorization ot 

a moderate r ise in il•on ore prices. 

In addition , steel compnniea soon Will be r aced With 

demands tor increased ~1ageo , as the United Steel llorkers Union 

has already announced that it ~1111 f or mall y open a drive for 

higher wages around December 1. Trade circles contend that 

higher wage r a t es superi mposed upon other recent increases 

in operating ooets will necessitate an upward revision in 

oteel pri ce ceilings. 

Civilian goods producti on outlook bri3htens 

Al.though steel requirement s or the various claimant 

agencies t or the firs t quarter ot 1944 are still in exceso ot 

supply, t rade r eports indicate a r ather definite easing in the 

general steel supply s i tuation. Concrete evidence of t his 

trend appeared during the past week when the Otti ce ot Civilian 

Requirements revealed that programs f or the production ot 

electri c irons, washing machines and electr i c refrigerators 

tor ci vilian use were under way as a result or t he easing in 

steel eupplies . A program tor the production ot 2 million 

electri c irons is expected to be t he first to get under wa;y , 

as dealer stocks or irons ar e non-existent and t he OCR places 

irons at the head or the l i st or electric appliances most 

needed by civilians. In addition to the anticipated partial 

resumption ot washing machine and refriger at or producti on later 

in t he ;year, a luminum kitchen ware is soon to be available tor· 

civilians tlhile output ot port able lamps 1 & elated t or an 

increase. 

The outlook tor increased civili an supplies or sort goods 

is clouded b;y expected needs i n connecti on with European 
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rehabilitation. However, an encouraging development in this 
connection occurred near the end of last week when the WPB 
lifted all rest r ictions on the use of wool f or clothing, 
draperies and upholstery fabrics. 

Retail i nvent ori es increa sed in September quarter 

1G 

Despite the heavy volume of sales and t he restrict ions 
i mposed on civil i an goods producti on, tota l re t a i l busi ness 
inventories (in dollar value) rose steadily i n the thir d 
quart er of this year, and at t he end of the period s tood at 
the highest level s i nce last December. Herchants have been 
expecting earlier t han usual Christmas shoppi ng, and this 
!actor together with the relative availability or nondurable , . 
goods resulted in t he expansi on of inventories during t he 
oeriod. The value of tota l retail i nventories at the end 
of eaoh quarter since t he war-time peak vas reached in the 
second quarter of 19~2 baa fluctua ted a a follows : 

June 30, 1942 
Sept ember 30, 19~2 
December 31, 1942 
March 31, 1943 
June 30 , 194 3 
September 30, 1943 

$7 ,49&,000,000 
7.350 ,000,000 
6 . 384-.000.000 
&,10&,000,000 
5 ,829 ,000,000 
&, 24-8 ,000,000 

At recent l evels retail i nventories on the average repr esent ed 
about one and one-half months ' sales whereas in June 19~2 
i nventories were eqUivalent to about two and one-halt mont hs ' 

sales. 

Department store ealea at new peak 

Stimulated by earlier than usual Christmas shoppi ng, 
deoartment store sales showed a further rise to a new high 
tor the year in the week ended November 13 . The Bai n over 
l ast year's levels widened to 14- percent, from 10 percent in 
the week ended November &. All district s shared i n the year­
to- year gain, although t he increase vari ed from only l per­
cent in the Boston district t o 44 percent in the Dallas diA~·~1c:~ 
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Hen. Henr:t Morcomthan, 
Sec,.. taPy of the 'l'reaeW')', 
Care of IAout.. Oenoral Mark W. Gl.rk, l1· f ·4., 
Headquar\oro, Jifth ~. 
N 4 P L liS. 

KY dear Mr. Secrotar,r: 

20 Oct ober 1943 

In compliance wt til )'ou.r roqueet I civo you horowt t il a bri o! 

report or aote of German cruelt:t en4 V&Dton 4eetru.ction committed in 
llaplos, chiefly during tho thr ee w oke before our captu.r e of the city. 
Thle period 1o calle4 "The Rolen of !error • b:f !iP.&polltauo. I Ml, 

ot couroe, not «l•lng an:t lnotancoe of 4ao ... to tho city or to in41-
vlduale which took place a e a raoul\ of ace. or war (boebinco, oto.). 
Tho \hinge that I liot vore u.nneceo...., t roll any ~:111\ary point of viev. 

OFJ'IIJ$!11 40.All1S'I' .1'1!1 Clrf 
.1S A IIIIOL! 

l. Vater su~: When tbe l'l!th A.rrq reached !laploo ve found 
that there vu an oet total failure of tile water eupply. People vero 

carJ71ng voter in patlo, Juce, botUee en4 ••orr trpo of container . 
Tbere ves a omall trickle of water troa some of the ~dranto but lii&D7 

pereona atandlnc ln llno vere unaOle t o rooolve enough to quench thlret. 
llaploa had boen famouo for an abundant supply of pure water. 'l'ho ~ermano 
bad blovn up the main aqueduct ln oeven placee en4 all of the reoorvolro 
1ave one ha4 been dra1ae4. By chance an Italian had aaYed one reaeTYo1r 
by cutting the tuu after U bad boon Hchtecl by departing Gera&ne. 
J..llled Mllltar.r Oo•ernmont t.ook cbarco of tho r....Uning reeorYolro and 

by raUoninc made the supply fiO u far ae pooolble. The bar4ah1p on 
tho people of llaploo, particularly thooe unable to co !or wa ter woo 
great and thoro vae much oufforinc, until tho eupply vae rationed and 
unti l we oatabl lehed vater dietrlbutlon point e tor water distilled from 
tho ba¥· The Oormane wore vol l aware that there woo ample facility for 
our brlnc1nc in water for the troopa, at vao done in the deoert campalcn, 
eo that thio doetruction of the c1t7 supply vae an act of crue.l ty acatnet 
ciYiliana, younc and ol4. !be ene.y 111cowtoo deetro)'Od tho JN11p1ng planto, 

t her eby aakiJic 1 t 1mpoedble to raioe tho vator, bad a117 bean available, 
t o tho htcl>or parte of the city. The water maine 1n many parte ot llaploe 
vore deliberately cut. 
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2. sev;;t• Syotea: The pucpin& tacUitieo ot t he oevace diepooal 

eyatea of Naj) •• were deatrt):ted . 'l'hut. even ba4 there been Moug;b vater 

to enable eewer1 to func tion, they vould have been unable to do 10 bec&uao 

much of tho Nea~olitan aowaao d i opoaal depondo not on gravity but on 
a oerieo of pumpo. The city io built on volcani c rock oo that , even had 

thor• bean opace ava1labl• f or thea, it vao all but i cpracticablo to die 

latrineo. Tho dancer of opideaica of intootinal dioeaoeo, ouch eo 
tl)>hoid tever and dyoontory, wao obviouoly very r;roat particularly at 

thio ooaoon of th~ year . 

3· Naplet vaa in 4ark:neaa vhen 

ve took tho ceneratoro of the 

current and l11cevhe the tranoformero. 'tlla Italian metropolio depand o 

lar gely on hydro-~lectric power not only for li~bting, but for the 
water and oevago pumpo, tho mille for grinding wboat, the newopaper 

pr eaoeo , the heating of buildingo, cooking, and indeed practicall y all 

pover caehinet. 'l'bil vaa one of tho =ott oericuo condi tlone we had t o 

ceet . J!¥ hard vork by our engineora the current 11 now reotor ed. in 

part, though we have had to follow a cortBin priority in allotlng it 

at firet . 

~. Tranooortatlon Syotea: The ot r oet ear oyoteo vao wholly out ot 

colt!liooion both li•cauae tho electr ic ourrent had been cut off (oee aboYe) 

and b•cauoo tho ()<'rmMe c&rr iod a"ay or deotroyod tho greater part ot the 

rolling otock. Buoeo alao were taken away . A largo nuober of th~ were 

found to the north of the city wher e the enemy, unable to carry the= 

f'llrthor, had burned the;:~. 'l'ber• are of couroe no t.axicabo other than 

a few ol d wreeke, and onl:1 a !e<tt hor •e--d.raw:n vehtcl.-a in the c1 ty. 

People who are not pb)'eically ttrong enough to walk from one locality 

to another are proctlcally prisoner e. Thie hae eoriously affected the 

•arntng capncity of mftn)'. The O<'no&no cnrried a11~ every automobile. 

b~th p&ooenger and truck, that the)' could find. I n eo~e inotances they 

took onl~ tho tireo and dootroyed or abandoned the bodi eo of t he caro. 

A:lbulanceo and tire-fighting •ehtcleo "are not oparod. 

51 Communication Syatemo • The telegraph linea wero put cut of 

co:miooion. The m&In tel~Phone exchange was blown up. Fortunately tho 
Gercano over looked two eaall ouboidiary oxchan&eo. By opliciog the 
l ineo we wer e able to give the military authorit i eo a l i citod nuober of 

linoo wi thln t en doya . However buoineoo firma and private familieo aro 

still without telephones. The Poet Office wao l ooted and deotr oyed 
(aeo below) . 
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6 , Oc'l\olition of ~otels : The gr oup of m gnirioent hotels along the 
Via Partenope , faC1"i 'lesuvius, used to bo ono of the outs t anding groups 
of such institutions in the world , Such names os the ~celsior, Vesuvio, 
Snnto Lucie , Roval , etc ;, are known to t rovolers evo~here. These 
buildingn , without exception, wer e blown up and fire sot to what remained , 
They cannot be repaired , The only firs t-ol~•• hotel left was the Park Hotel 
(Parke1·•s ~otel) , whi ch was mined (see below) , 

? . ~looking of TUnnels; Ther e ore a numbe r of tunnels in Napleo 
built to give ready access fr~ one quarter to another at a soving of much 
hill clir.bing. These were blown up , 
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8, BO'!lbing of Public Buildings: Besides the b011blng of various p~blic 
buildinea for their !mediate destruction, tho 1\emans showed their usual 
cunnlrw in setting tiJte boobs so as to explode •!tor our arrival, thereby 
both ~ostroying property and causing hu.un deoth and suffering. A few 
inst•ncos will illustrate . On Octobe r 7 , at 2: 30 P, 1!., a violent explosion, 
caused by a time b~b hidden in the c orner of the Pos t Office, destroyed the 
end of t hat building and tore an enormous hole in t he str eet. There was 
considorot>le loss or life, chiefly civilians , In all )0 peo!'le were killed, 
84 were soverely injured (hospitalized) 1 and ?5 wo re slightly in,jured . 
I was in my office across the street when the explosion occurred , I went 
to tho •cone nt once and helped give first atd to t he ·nounded . !!any were 
women and childr en.. In t he 'lia Partenopa a ti111o bo:nb i n the street exploded 
on Clc tober Jrd , at about dusk . For tunll tely nobody was hurt though a few 
mi nutes before a group of workmen had passed over the spot, On October 11th, 
at B: 55 A. I•., o. time bomb set in the Italia n Artillery Barracks, occupied by 
our )O?th •nd 36th Engineers , exploded , Somo ?4 of our men were killed and 
47 wounded . 'nits cannot be justified as on act against our arne<! forces, 
for It w~s onl)' by chance that we were using tho barracks fo~ soldi ers . 
It he~ b~~ prPviouslv used by Italian families . r.very e ffort has been 
~ .. ' t<'l locat<' unexplodod boo:bs and w1 th ouch success . A til>e btr.b and 
obou• :::.00 pounds of T'oi' were re:ooved frO"! the basement of the Park Hotel on 
l'etob@r 2nd , befor e explosion occurred. on l'etobcr 16th, an uneX'Dloded tio:e 
bo!'lb ond 1600 pounds of '['iT were removed fron the building housir.g a part 
of t he S:>nd Airborne Division. Ordnance offtcons osti~..ttftd that the bOlt!> 
had •bout ) doys and 17 hours more to run, on the t1m1ng device , be fore 

explosion . 

9 . OponiM of Prioor,o: Be fore their d~parturo 1 t ho Germans r el ea•ed 
all prisoners in the -jails and prisons or Sapl ea , of which ther e ere about 
a dozen, one of them t he larges t in I t aly, While wo ha ve boon able to re­
arroot mony of tho criminals, this act of thn Oormans has been pr oductive 
of dongor and loss of morale to t he civil populat1on . 
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10, Demolit ion of Flour lolills: Naples , like moat Italian cities, 
grinds its wheat a little at a time , r ather than converting a whole crop 
to flour ot once, Thus flour mills arc an essent ial f ea t ure of t he city's 
economic and welfare syst em , All of tho larco mills were wrecked by the 
Germans, 

11. Destruction of tho University of Naples and of its Famous 
Libraries• Tho University of ~aplos is cne of tho eldest and most famous in 
existence , Tho library of the Raval Sooioty of Naples , cno of the great 
l earned socie ties of tho world, was housed ther ein, It was put to the 
torch on 12 September , a little more than a fortnight before ;-;e took tho 
city, "o arc collecting affidavits of th e Rector a nd .,.ny faculty member& 
and students , They agree that at about ):00 P,!',, a party of s001e 600 
Gc~ns entered tho tJniversity and aMounoed that they wor e about tc burn 
it, in re taliation for the fighti~ of Neapolitans , including students, 
against their troopa1 Cam of gasoline were brou,ht in and th< walls, 
O>rnituro and b ooks covered with it, and tho tiro was started, Tho fire­
con arrived aeon thereafte r but the orticor in charge refused to allow them 
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to enter , TWo Ca rabinieri (military police) who tried to stop the destruction 
were t aken to the front entrance and shot, Hany of the nearby houses were 
robbed, not only those of professors but of others . Several witnesses agree 
that the notorious Col . Scholl, COlmlllnder of GenMn troops garrisoned in 
Naples, arrived in person when the work was finish ed and read a proclamation 
in Oerman and Italian a nnouncing that the university had been v:recked as 
a punishment to Naples , When I first visited the ruined buildings t he ashes 
of the Library of the Royal Societ;, were still warm and the pool of bl ood 
on the front steps, where the shooting of the Ca rabinieri """ reported to 
have occurred , was s till evident1 

12 . Robbing of Hosoitals: Direct ors of the u veral hospitals of 
Naples agree that the Gennans before departur e, carried off all of the 
hospital equipCIIInt and supplies that they could find. Sa:>e of these 
institutions had practically no medicines or d ressings when we arrived . 
Sven establiahl:lents of the Italian Red Cross were not spared. 

OFFENS"ES AGAINST tNDIVllliJALS 

In a report of this kind, prepared on a f<m hours notice, it is not 
possibl e t o eive 8 detailed eecount of offenses against individual s , That 
must "llit unt il our final report on Geman misdeeds in Naples is canpleted. 
The following incidents are taken at random from 8 mass of documentary 
evidonoe thus far gathered . 
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There is general agreeMnt that Gemana collectively and 1ndi vidually 
robbed shops, homes and even people in the streets. This varied all the 
way !rom ordinary higlnm,yman 1e technique to burglary. Maey individuals, 
not excepting those in high position, were carried off aa hostages. Among 
such hostages were the Bishop of Cava dat Terreni and the Abbot of Badia 
at Corpo di Cava. llany people ""re beaten to make them disclose the '~'here­
abouts of suppoaed valuables . Wocen as well ae men were subjected to such 
treatamt. There were many aiJ'ders, some of a sadistic nature, m th lllti­
lation of dead bodies , particularly those of liOmen. One deposition saye 
that the aye m tness saw a man buried in a grave he had been forced to dig 
himself, being beyonetted before being thro.., in . Often the populace 1!8re 
told to help themeel ves after the Oet'lr.ans had begun looting. 11aey of the 
more intelligent witnesses etate that the killing of Italian civilians wae 
not merely acta of individual Oemsn .oldiers, but often in response to 

direct orders of their officers, all as a part of a ca:npaign to terrorize 
the people. "Booby traps" were placed not only in places 'Ohare they mght 
be set off by our troopo, but where crildren 4nd other civilians 'II'OUld 
find them. ~taey such people have been mutilnted or killed. There .,.,. 
much wanton destruction or proporty, frequently associated ~th physical 
hann to people. F\l.miture not dosired "88 sll\!lshed or burned, live-stock 
killed, supplies of food destroyed or f~1led so that it could not be used . 
Particularly cruel were the m•asures against t."o•e Italians bet,.,en 18 and 
35 who failed to respond to the Oero:an l'l"OCh~:~&tion of SepteM<Ir 22nd, 
requirinp; them to report for forced labor with the German Army. 

I wish that thero were tim~ to give you more details and to complete 
the report of the first two weeks of the \'Ork of the Allied 'ilitary 
Government ot this great c1 ty. I should like to give you fUrther partic­
ulars beyond What I could tell you in a few minutes last night. I think 
that I cay say, however, that "" have achiowtd our dual goal. First that 
of keeping the burdens of governing this war tor.n city from the shoulders 
or our military Commander, ""'oso ent ire attention is needed for tbl leading 
or a great army. Secondl~·, "" have been able to keep the city running in 
something like a normal fashion , despite tho handicaps imposed by war nnd 

by the German studied policy ot' destruction. 

llay I wish you a sate journey home md onco core thank you for your 

interest in whet \'le are doing. 

Respectfully youre , 

(S) Ed&Ar Erskine Hume 

l'JXlAA ERSKINE !IDlE, 
Colonel, General Staff Corps , 

United States Army, 
Chief ot Military Government, 
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"'""'" ...oo•cvnT eocntoc~~t 
••• OCIA1C &DITON 

Dear Henry: 

1. 0 (2a I 

November 16, 194~ 

1 got a wondertul lon~ lette r f ro.., John 
today in which ho asked oo to ulc yoo to aend 
""' a oo ~y of tho l ottor hie o""".and\n11 officer 
gavo you describing conditions in llaploo . I 
~ather thot hie ~odiato c~nd1n~ officer 
1a Colonol liume . Is th1o oorroot? I would 
certainly a ppr ooiato it if you could l ot mo 
read tho letter. 

Love to you and Elinor. 

Aff ectionately, 

Honorable Henry Uorgenthau, Jr., 
Seo re tary ot the ! raa.aury, 
Waahin~ton , D. c. 
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TO 

TREASURY DEPARTMENT 
' 

Secretary Korgenthau 

l.!r . 0 ' Connell 

..... 
November G2, 1943 

This morning's Washington Post ca.rries an 
editorial on the census the Treasury Department 
is taking of American investments in foreign 
countries. 

The editorial , a copf of' W•lich is a ttached, 
is approving in tone. It recites some or the 
advantages of such a census tha t the Department 
has pointed out from t ime to time, and goes on 
to suggest that ·''the wartime census of onr­
seas holdings will be continued and kept up to 
date when the war is over." 

A. t tachmen t 

..... 
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WASHINGTON POST 

NoYember 22 , 1943 

lbu:e loot JllDO lho 'l'rtaiU.,. haa bHn 
a<qv.lrilla IA!onoalloa Ill rqarcl to lho In· 

_ .. "'-ond .u .. -It 
.. fonlp -lrioo. Tilt ........ tobolttod 
...... - boldlap 0( .. pros! .... ~ ....... 
- dollon, oot lho loll ..... will ,..... 

•1117 - to- 10 .... 11 llllllooa. 
Ol lho lou I -'" 11 far ._... 40 por 
... tare Cned'• wtaa. ...U bUll 18 o.r. 
-ruk-IDniH. 

Ollrioall7 ...... ,.._,.... ot lho ..... ;1-

u.. - laiiCible _,.,.. .......... ... 
dal• oa ~ted coaalrl• wtu 
"""tua.ll7 ban to be written or .. total 

- -. - ot - holdt.aao hod 
UUie or DO mu. befoft WJr wu Mtllrtel. 
N........._ lho uoemblad dato wUI bo 

I 
"'7 nluable Ill lllban -otlaU0111 looi!IDI 
toward ...Ubi- of PfO!Hirl7 aod lho ... 
gNiebm•t 0, da1ml for lOIMI 1Uitre4. ' I 
~ P\trtblnDOre. tbtN are aumerout wa)'t tn 

of>J<II lho dalt ..., pro.. -lui .. Ilia 
GlJ¥emmea.t wbUt tbe ftt tt Ia PI'OI"ai. 
1'ttt mlUtarJ aod occupalloaal 1Ut.botllJ11 

lb.U', for·u.ample, W'l.llt to ret ta touda wUJl ___ _...,..,_ 
- Ia _,.. - .. ..,.,.. 
.. .. 1 wllb ...tnJ ~ .. ,. 

........ ----.-­- --., H Ia alao...,..., '-1ut ·-to--· ... .._ ............ "'.:¥ ..... "u..t 
tollllt ... - Tilt -· ..... tollllt ...... 
~I •ii!d proper1;J t. tmlfiJid eo.. 
trilllo ,._ ·ue Ia ,. ad '•1 w•r .n.riall. 
11117IDI - IOIPIIIIaa. or dei'llot>IDI ...,,.... 
ol nw •tuial. 

WIIIIL lho war Ia. ""'· probl.,.. tl ... 
<llaDf• -trol, -- u lo lho ...... . 
or p;tnlo ~ ... , - .. , • ., .., ...... to 
IOI'tlp ooulllrlla, aDd rtlalo4 IDIIW& -
be laaDdJed. mach IDOre latell .... tlJ If • Wt 

... -....,....... ot lho- ond _.,_.. .................... .... -- , ........ ...,. __ ...... .., -., ..- _..... . ., .... .. _ ... _.,_ .. _ .... 
H- It lo 1o bo llopod lloat lloa ...nlaoa 
..... ol owneu haid.IQP will t.. cooUaatd 
... Upt •• to .... ..., ilia - ........ 

• 
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• 5 •• ua. 
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...... ·-···· 
Ia .._ ~ .. bt 7 L?. I • 

, I Vz,_....._~ a&, 
wMa 11 flU ... fill........ P'tr ....... ~- ... -......... ..... 
he?&& I l.a.ll ... __. ............ to 
.... Psill'"• a u- ... "- ... ... 
eUl .... , ... ,.. ..... "• .. ...... ..... ,...._ ................... ..... 
...... ,_ ... r 

'q tJr ..-. 

La. ...... 
fltt• '"· 

:; -; -: ;a ;-l I s ._,II 01 

"IS,.._ .. v; • .., 

OU/ 4bo 
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WAR PRODUCTION BOARD 

WASHINGTOH, D. C. 

llr. leDJT llorpll\­
lo• 380 
fr .. lllll7 ~­
lfaiiii.Dc'oll, D. C. 

I u eDCloa1ac a oow of \M fovUI 
10011\lllT report of \M procrou 'CI.II4er Ulo Th1r4 
8oY1ot Protoool. 

I v1ah \o aall 7Gar a\\oll\1oll to tho 
taWl&Uo11 ahov1ac \M procr••• u.4e 41lr1DC Cotober 
Ul4. 41lr1DC Ulo foal' aontha oii41DC Co\obor :u to,...4a 
the tlllf1llM11t of \M !1111'4 !ro\oool •tor1ala all4 
oq-A1J!Mn\ pro4uoUon procnaa. 

. ···­Direo\or, Jorol.cn D1Y1a1on 
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WAR PRODUCTION BOARD ISECi(E1't 
WASHINGTON, D. C . -

lo .... 'ber 15, 1961 
IN ....._y ,..,. .. TOI 

NT 4Mr llr, Preoi4aa\l 

4\Uoallt4 hereto 1t a \allala\ioa tbowiac \be PI'OCI'IIt ..U 
oblriac Ooto'b_., aa4 cl:llr111C tbe t- -the ell41ac Oohkr :!J., t""ar4s 
Mf11MIIt of !'h1r4 Pro\ooo1 Mteriale •4 oqu.I.JIIIIIlt prodaoUoa pro­
cr-• for tbe Uaioa of Bone\ locialitt lqa.'bl1oe, 

4 1111\twrt~ ro-t 4snlop.lll\ bae 'b.., IJlorMol4, or ao­
co1eratl4, tlliplltll\1 of oer\&111 orUioal r ... ,_.1ale, !o _, r .. 
(llir-h rt~v.l\iac froa e:rpaaoion of lone\ AllOT e\eal prod&AU•, 
t~ppreoia'blt quauu .. of farrotv.acot•, ferrnuK.ia, aa4 farro-
.. ~. Cich proT1ov.tl7 ...... llllt iDAl'llll.t4 1a tbe b •ti• 414 Pro­
....... han 'II- ctbor1114. Jor \lla - porpo11, ..,...........,._ ha,.. 
'bon u4s for 14ftllce tlliplllllt of U3) tbor\ toae of u\all1c aiolool. 
lltcav.ee llictal h oUll IJl lllor\ mpp]T 1a tbe Uai\14 1\atu aa4 
OaDad.a, thio ollip-t 1o 'beiac u4s froa Uni\14 ltiaca- otoob, In 
tbe oaee of a1wl1aaa, illf-Uon hat 'b.., roceim \hat prodaAUo 
of plu .. 'b7 tlla USSI O&ll be inorMII4 in 41reOt preportiAo to ... 
increa11 1a mppl1u of al~ froa \be Uaito4 hat .. , It hat 'bMa 
4tci4t4, therefore, to uin\ain tbrov.ch \be fire\ quarter of 19" 
alv.ai- olli}llllllh at tbe rate ot 6, 73) tbor\ h111 per -t!L tr .. 
\be Unitl4 S\atee aa4 Oue4a Joint]T, 4s-so1te \be .,~ larp- • .,_.~ 
tllipll•h &t!Lorho4 for \lla \hir4 aa4 fcv.r\!L qurtare , a.a. »)' 
tbe aa4 of Karch, .ore \!Lu 7&,000 t!Lor\ \COla of fa'brica\14 Ul4 IJl.­
co• al'lllllmla are ocho41lll4 \o han 'b .... u4s a....Ua'blt 'IIJl4sr \lla 
!hir4 Protooo1. !!Lit • .,.... .. wi\!L a Uaito4 1\ato .. ce"Al• co..!~ 
-t for that perio4 of 40,33) B,!, In o441Uoa, 2,340 tbort tone 
Of IICOD4ar7 alv.ai- ha1'1 'bMa I'Cippl114 froa 11D1\14 IJ D&d0

' ttooltl, 

¥1\b reference to in4netr1al eqv.1Ptenl, \be Ver Proa&ctioa 
Joar4 1t cv.rrent]T 1a prooeee of att-Uac to eobea.le or4sre 
atborisl4, 'bv.\ not 71\ plaoo4 u4or \lla !!Lir4 Prohcol, 4o poi.D\14 
ov.\ prtT1ov.t17, in \lla oaee of a ua'bor of ina&etrial eqv.ipuet ...... 
corieo, \lla ussa 4sla7t4 ll'foral -•b• 'before pre..,,iac •-•tarT 
roqv.111Uone. !!Lit hat remlt14 in 41fticv.lt1ee 1a arraacinC for 
OOIIPleUon of tbe or4are 1a qv.uUoa 'before JlUie 30, 1M4. Ia -
ino\aaoee, uta'b]T P'QI!Pt aa4 cr&llll , U -• that tbe11 41ft1cv.1Ue• 
w111 'be eo creal \lla\ 1\ will ut 'be poeti'ble to oollaalllo prodaoUoa 
of \lla Ml qucUUee offoro4 u 4sr t!Le Protocol. 4 portion .t 

[Ri~OiY] ee'ftral !hir4 Protoool offore will coDeequontlT ha1't to 'be cuoellt4 
or t- up wi\11 •'be\Uute eqv.ipMnt, 
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!be Var Pre>UcUoa :loar4 1o aloo ao.rronU1 UCIICH I.J:I ..,.... 
nri"C pre>UoUoa po .. nutu .. ia recar4 to oqllipuat procruo vh1oh 
t ile tJSSil !leo reqlleote4 for oaploUoa after Juo 30, 1M6, i.o. dllr­
i"C tile rov\11 Protocol per1o4. It h felt that ........... planniac in 
t ha oaoo of tlleoo progruo h Ter)" illportant in that it ...too pooo1blo 
vorlr:1ac .t ha ;progruo into ;pre>Uo\ioa Unoo, &nil tllllo onabloo their 
flllfllunt vitbollt Wl4no intorforoaoo vi \II 'lll'pat il011oot1o prograao. 
llv.oh A4....,oo plannlD& aloo inl'll!'oo that thoro viU bo no interruption 
ill tile tlov of oqll1p .. nt to tba 118111 &nrinc tho f1rot part of tho non 
Prot oool por1o4. 

Tho otooko oitnation conU n oo to i..,..oTO. On tho baoio of 
!roao<llT &nil Or4aaace 4ata, otooke of bo\11 ~~&toriele &nil 11141letr1al 
eqlliJ~a•t llel4 111 varahonooe &nil &.poh on tJSSI ao<:onnt 4ocUile4 41lr-
1ac tho paet .oath. ParUonlarl)" no'-tll:r h \be fact that ,., .. 
bolloo etooko of otool clroppo4 frotl m.ooo tone a t- tba '""' of Sept­
bor h Ml,OOO tone at tile oll4 of Ootobor. 1 • attechlnc a brief 
.ta .. lo olloviac ill creator 4ota11 tho etooke o1 tnat1oa ae of October 31. 

Tho Proo14ollt 
Tho Vh1 to a.,. .. 
VaobJ.acton, D. o. 

l upeotfllll)" ,....ro, 

/I/ 

Dollal4 11, lelooa 

34 

Regraded Unclassified



35 

( Shor\ 'l'ono) 

Ua Ae gf hpe 30 .. pf 8Gt.iJl Ae ot Ogt.31 

1 • Katqtel• 

AlualDila 274 377 601 
lliolrel 47 X X 
1Col tb4enua 0 0 744 'sJ 
Copper baoo alloJo 1?,588 9,490 8,599 •• 
IC&CJ1 .. ll1ll 1114 154 0 
ZlDO 0 0 0 
Copper Pro4uoh 3,483 3,089 3,071 
Porr......UlOJI 4,362 4,699 2,754 
Stool 408.3~ 271 ,?75 241,142 
Copper Vir o &D4 Cable 43,323 58,241 58,767 
Pqer Pro41lCh 2, 471 3,439 2,910 
Vlre Olo\b 81 107 71 
Other ICaterlalo 6 ,532 6,032 4,488 , 

Total Mahr lalo 

f 
(!xoludlDC Choaioal o) 486,629 357,263 323,147 

u. Ip4yetrial lqu1pmopt 

I 
Machlno foolo aD4 Porcine 26,960 AI 58,581 41 55,686 

I 
Pre•••• 6 Haaaere 

Power lqulpaent 9,773 18,804 20,107 
lo4uotrlal lolloro 6,309 12,072 14,590 

Ml oo. l l ootriool lquip. 4,183 &.558 7,331 

!:loctrlo l'lt.ruou 2,013 5,388 4,336 

Oll RoflDO!'J l'l"lpaODt 12,269 1,7911 •• 348 

flro MODUtactur lnc Plan\ 2,344 888 1,553 

J.lualaua NUl 331 442 95() 

Tar iouo lo4ue\, Machinorp, 38 ,784 55,446 38,194 

ll •• • • • 

Bear inc• 99 333 457 

O..qhUo llootro4oo It Rolah4 861 1,13'7 1,016 
Produoh 

......... 
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4• pf Jua• ;p Ae gf Srpt, ;I) At gf Oct . :U 

11. lp4u etr4e) Equi peept (Con\ 1 4) 

Abratl••• 9?2 488 
lno\rWDonu" I.aborator:r !quip. ?01 1,?99 
M ltc. (Incl. 'l'rollt. ProCW'Od ?34 1,11? 

Mllohlno Toole) 

'l'otal ln4uot. ICLUIP. 96 , 223 164,850 

'l'lro t and Tu'boo 4,57& 725 

Grand Total Ez cl. Ch•icalo 58? . 427 522,838 

1 - Lett \ban 1 S.T. 
a/ Jsc1u4oo aatorlalo an4 • CLU1poan\ ID \ranol \ or a t toaboar4 . 
}./ In \rant! t 
rJ St ocke •• ot JUlio 3>, 1943 
~ S\ookt •• ot Sept. 3), 1943 
• / St ocko ao ot Oct. 3>, 1943 

690 
869 

2,146 

152,172 

2, 4?0 

4??, ?89 
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BRITISH AIR COMMISSION 
1718 MAa aACHU8CTT'8 AVE.NUII 

W ASHINGTON. 0 . C. 

Tlith the coopliment s of ori tish Air Coc:Uitr.•ion 

~i•o enelote l.t.«te:;>ent• .los . ill end 112 - .,ir-

cra.ft. D"!!tMteheO - J'or t.he ,.eeh: ended Uoveeber Cft.h 

and 1lov~b<r 16th reooect.1V<>l ;r . 

•be Honoureble henry ~or,entnau , Jr . 
i>ecretery of the l'reuury 
'liASHlMC'I'ON, II. C. 

November 22, 1943. 

Regraded Unclassified



i ireratt Deapatcbed t ro• the Un1te4 St&tes 
___ ileek_J!nded. !!l'!fz:b.t.r_9 .. _l 9.Al.. ___ _ 

ASSE!" L! BY BY .... ~ IllillL!.IlQJ:: lli!lL __ §lilA lill 

..>.-J • .Q 
.. :: t."'lt·~ YV U.K. U. K. 2 

---· .... -----------· ------· ----------· ----- -- --·-· -----------·-r 
>L~QJ.~I!o:Gl.iP. 
Libor3 tor III 
Li . .,&l"· tor III 
Lil r t or 011 V 
Lib e t o " B VI 
!.1 t tor OR VI 

!II 
~ot• III 

-~o·. III 
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----------- ---------------------------·. -- ----·---·- ------· 
-=----Jl • .ilL 
~•1 tirore V 
._raudor II 
• t-':1f"r OFt I 

II , k • 
U.E. 
U. K. 

~ . E . 
II . E . 
U. K. 

5 
l 
2 

-· ----------------------------------------- · ---- -· ---·--···------------1 

OR V 
QR V 

S . Africa 
11 . lloat 

s . Arr1cc. 
c . East 

l 
4 
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4 
10 

-----------· ---- -·---- -----
U.K. 14 
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STATF'Mlr NO , J 1 

ASSEl4BLY BY BY FLIGHT DELIVDIED 

w DESJ'DIATION POI!fl' B Am 

~ .; •k Australia Sydney 20 

l'ol.o.wk IndU. Boabq 8 

s 

AustraliA Sydney 1 

Total : 106 53 

.!J2Ill: 

In Statenent No . 109 of November 1st plense note that 22 BaltlJlloro V to ll. E. 

2l Balt inoro V and l Uitcholl 1I to M.E. 

llovemonts D1v1o1on 
British Air Co~1ss1on 

I!OVtiCber 13 I 191.3. 

mM 
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I I! I! n.mar aa.n.. 
IJD LIIIIJIAiml mm - All 1m - II QJIIIII 

~ 

• S"mmp 
Ul>oralm ID •••• •••• 1 
IJ,beHlm In 0.1. U.l.. 1 
Ubontor In IlodJ.a Illll.l.& 2 

~ 
llol<ota DI •••• ..... 2 
llol<ot• nr IlodJ.a Illll.l.& 4 

!IIIII I&BZU 
BoJ.tt.on'f •••• • ••• 16 

Gill V.I. V.I. 2 

D!R lllllr.AI 

111t4l>.U D V.I. V.I. 1 
8u'lud 1. Urioa Capotcna> 11 
Renard IlodJ.a larocbi lD 
IIIIIWC 0.1. tr.l. 11 

:aliA 
Ventura aR V 0.1. V.I. 1 
VOIItura Gil ' M.l. • ••• 12 
Ventura GR V a. Atrioa s. Atrioa 1 

a. -Mia 22 

lit~ Ao.ltrol.1a 8l'dDq 2 
UttJ~>au 1.1 . Atrioa c ... bleMe 50, ..... 
~ .rpooa V.I. 0.1. 6 ,..,_ IlodJ.a - a ,_. 

C4r1.oa - 6 

~- C4r1.oa - l4 

JUIII!!II 
ltal1AIIt V,l, o.L 6 

--Dirtotoa 
111'1tiah &h -·ato• total 
... _ 19, 1943. 

15, 43 0 
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PLAP' 

NovE~tEr 2 , 1943 

AJ:E l:?ASSY, 

~·:ONT£YID~0 . 

f\38, S ECOnd 

F'!\0:1 SEC!l:O:'!'ARY :!CORG£NTHAU FOil PRESI OCNT 

;r:~: JOSE • .,:.e:z..~GA OF URI.'GUAY . 

~·:-?E I h~vE Just tEEn info r mEd of t h E 

untloEly c'.Eath o f FlnencE l'1n1stEr R1CIU'do Coe1~ 

and wish to E>.»rESS t o you and t o ;•our offiCi<'~ 

f~n1ly my fEEli ng of sy ~~athy and oondo1EneE. 

I a n s Ensl olE of thE 1oos suffErEd by thE Un i tEd 

BtPtts es 1·1El.l as by t h E Rtpubllc or Ur uguay . 

:.. 

ft' : r. : 

s:-t: !'"I :·rus 
( Aet1nv) 

<n> 
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Present: Mr. Bell 
Mr. SulUn n 
Kr . Blough 
Mr. White 
l&r. Gaston 
Mr. Haas 
Mr. Smith 
lk. Tick ton 
l&r. Lindow 
Mr. Surrey 
lLr . Tietjene 
lira. Kloh 

Hoveaber 28, 1948 
9:80 • •• • 

H.ll. Jll.& You know about Paul arranging to talk about 
the tax bill. I asked him to arrange it Friday for a 
group for Wednesday. 

MR. BLOUGH: He told me yesterday that you asked to 
have • group meet, but he didn't say anrhing about when 
it wae going to meet, and he suggested get in touch 
wl th you to find out. 

H.ll.JR: I asked him definitely please to have it . 
I wasn't coming. I talked with him either Frid~ or 
Saturd~ and asked him to do the thing. 

~ BLOUGH: I didn' t check with hie office this 
morning, but yesterday I had the impression that he didn ' 
han a definite h.our . 

H.M.JR: I talked to him either Frid~ or Saturday 
and asked him to do thia thing. 

ltRS. KLOTZ: Ma7be hie aecrete.ry knows something 
about it. 
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H.K.JR: ~ak her to step in, will you, please? (llots) 

I'a terribl7 disappointed at the ata!f's having done 
something for ae on ., atatemant on the tax bill--! mean, 
the stuff that I got is just terrible. lfow this thing, 
"inswers to Critioiama," I don't know who wrote it, but 
Df God, I'd be ashamed of itl It is the darndest thing 
I ever aaw. There are no answera. I don't know who 
wrote it. The result is I am going to have to burn 
Dfself out this week. You fellows are going to have to 
work everr ni~t and ever7thing else. It just isn't an 
answer. I asan, there are four pages of nothi.ng. 

KR. BLOUGH: Did you talk to Kr. Saith? 

KR. SIU'l'H: Good aorning, Roy! 

H.K. JR: This isn't Sadth, this ia HsDt7 Korgenthau, 
I hann' t enn talked to Sill th, eo don't rope h1a in for 
Df raaarks. 

MR. BLOUGH: I beg your pardon; I didn't mean that. 
I thou~t Smith and I had this thing fairly well talked 
over. 

KR. 31ITii : I got your memos. Louis Shere brought 
them down, but they are still sketchy. 

KR. !I.OUGI: I was under the impreaaion you didn't 
want t o get started until todq. 

H.K.JR: I asked a couple of weeks ago for answers 
to oritioiaa, and I got the meao. (Ref ers to Kaaorandua 
of November 8, • .1. &lmarr of Points in Rebuttal") 

KR. 'NHITI: Is this to bs a speech or a ae1110? 

H.M.JR: ~ stateasnt before the Tax Committes, 
answering them on this busi ness. 

KR. WHITE: Well, I don't think this document was 
intended for that. (Reads memorandum) It begins, "i 
Summary of Points in Rebuttal. • 

H.K.JR: That ia what I aa talldng about. 

SJ 
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liR. <V'diTE: I gather frCJa the fOl"'l that i t nan' t 
inteDded -

H.M.JR: Just as a rebuttal. But aa a rebuttal , I 
eq it 1a lou11--1o that nobo~ oan mleundentand me-­
because the result is you fellows are just going to have 
to work 4ay and night, now, the re st of the week. 

Get 1111 lfiaa Chauncey in here, will you, please? 
(I<loh} 

Now, I oalled up Bell yeeterdq and Hu.s last nifht. 
The fi rst thing is to have an an8Wer to this atatemen 
about the 'llu Deputment saving thirteen billion dollar s, 
and ever1bod7 can quit. Now, Haas got interested in it 
yeetel'dq, as I understand. I asked Bell, and I under­
stand that this question of inflational'f gap is Haas' 
responsibility. 

liR. HAAS: We have been doing something on it. 

H.K. JR: Now the stat ement has been out for a week 
or t en days. It is too bad you didn' t get t he idea ten 
days ago, out you got it yesterday. I give you credit 
for that, but it has been kicking around town. Nobodf 
hu an8Wered it. I don't blame anybody. What I am 
saying this morning - -

Good morning. (llin Chauncey entere room} I ' d like 
»r. Paul' a memorandUIII - the rebuttal. (lfiaa Chaunce1 
leaves room wi th the Seoretal'f' S briefcase} 

I don ' t blame anybody but me. lfobody has been 
talking to me. Now, George, do you want me to call up 
llr. Pattereon and f ind out who in the War Department can 
give us this stuff? 

liR. HAAS: I think the suggestion made to me over 
the phone l ast night t o write Stimson a letter - -

H.M. JR: It has taken weeks. I have got to have 
this, Georga . I mean, this t hing has been out for ten 
days. 

liR. HAAS: I'm afraid theT'll just give us the run-
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around. Stacr Ka7 said that he 1a ulclng con tact, and 
I called up the Budget, Cola, about 1 t. He is coming 
onr Wedneedaf. The thing ie nrr contused in hie lllind. 
I don't know--I'll trr, &DfW&1• but I'm afraid rou won't 
have sou1ething that rou can use publiclf. 

(Kiaa Chauncer re-enters room and banda document to 
the Secretarr) 

llR. BEU: It m&f be that vq bora have something 
on it, because the morning it came out in the paper, I 
started and asked about it . I asked Stacr ~ if he had 
aD7thing on i t. He said, "No, I'll have something Yonda7 
tor rou.• He said he got the same impression that I 
did, t hat it is a bookieeping transaction. 

I called the Budget, and they didn't have aD7thing 
detini te on it. I have vq bora atarti.ng to see it it 
will affect expenditures in 144 and changing the financing 
estimates accordinglf. ll;y impreuion is that ·it will 
not change them one dollar. 

room) 

H.M. JR: You did start it? 

llR. BEll.: Yes, the da,y it was in the p&per. 

B.M.JR: Do rou want to get that? (Mr. Bell leaves 

(Onr inter-phone) Get me the Under Seoretarr of 
War, Mr. Patterson, please. 

Does t his come out of r our shop? (~eationa Mr. Blough 
concerning undated rough.drett of letter to the Secret&l'f 
ot 1far, cOpf atte.ched.J 

liR. BtOUGII: Ye a. 

liR. BAAS: It seems to me1 Mr. Seoretarf, if 7ou 
had this informe.tion f r OIII aomebodf in authoritT fOU 
would have the anrwer. 

H.~.JR: The.t ia all right, if he inaiata on a 
letter but I hann' t got time. And the thing I !&nt, 
Herbert, is this: I want the anawer to the queet1on of 
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November 23, 1943 
9:39 a.m. 

HI!Jr: Hello. 

Ooerator: Mr. Patterson. 

Robert 
Patterson : Hello. 

HMJr: 

P: 

HI!Jr: 

P: 

Hl-!Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

H}!Jr: 

P: 

Hello. Bob? 

Henry. 

Good morning. I need a little help trom you. 

Yeah. 

Sometime in the laet ten days somebody in the 
War Deyartment said you were going to turn back 
to the Treasury $13 billion. 

Uh •••• 

Now, oou1~ I just explain whet I need? 

Yeah. 

I've got to appear Monday on the Hill 1n connection 
With t he tax bill and, or oouree, einoe the-- thet 
statement has been accredited to the Army, it they 
say, •Well, there's no danger and the inflationary 
gap it-- does reduce -- baa been reduoed1 

- - and all 
the rest or that tripe. Now •..• 

We never-- we never said we were returning it. 
Wbat we said, I believe, wae thle - I was up there. 

Yeah. 

We eaid, •We are placing -- I think it came to 
$13 billion, in a reserve whloh we will release 
to the aervioes or the War Department only on 
permission and clearance from the Bureau of the 
Budget. 1 

Well, the point ••.. 

So that it is funds appropriated to us that we 
will not use except on approval or the Bureau 
or 'the Budget. Now, I think tbat'e what we did. 
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P: 

H!·!Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HI~Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

!III.Jr: 

P: 

HJ.!Jr: 

P: 

- 2 -

Well, that 1a -- that helpl, but he -- has the 
Secretary of War or the Gener al Statr got a 
etatist1oal seot1on that could help ue ••.• 

Yee. 

•.. . prepare an answer that we could get out 
Friday? 

Yes. 

I mean -- are there two separate statistical 
seotione, one ror the Beoretary of War and one 
tor the General Staff? 

No. The General. Starr have a Budget ornce 
under General. Richarde. 

Yee. 

Nov, the Army Service Forces have most of the 
fiscal matters. Tbat Budget Office is a smal.l 
outti t. 

Yeah. 

That's under General. Carter. You know him. 

!eah. Well, now •• .• 

Who do you want to get in touoh v1 th there? 

I vant to get in touch vith whoever has the 
most intelligent fellow, who's got the moat 
authority. That' e what I want. 

I think I'll eend you both of them. Then you 
are sure to have the right one. Uh -- who do 
they get in t ouch with' 

Well , I think -- vell ,the man here who's na.na.ung 
1t 1e - - is Dan Bell. 

Bell' I'll have them get in touch with Bell 
today. 

Today' 

Yes, air. 
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HV.Jr: 

P: 

HI!Jr: 

P: 

HJ.!Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

- 3-

ThAt 1a Carter? 

And Richards. 

And Richards. 

I think RlolUlrda 1B the llllln but I 111 get Rloha.rda 
to call Bell up right away. 

And wlUlt I may need is -- I lllAY need when I get 
through -- is a state10ent over the signature of 
the Secretary of War. 

Yep. 

See7 

Yep. 

Because this thing, you eee -- well , you 've seen 
the papers-- the uae they've lllllde or it. 

Yep. 

It's Just floored ua. 

Yep. 

Nov, the Navy isn't doing anything along these 
l i nea, are they7 

I understood tlltlt they were bei ng pressed to and 
were dOing it, but-- uh --haven't done 1t yet. 

Well , tlUlt would be Jim over there7 Jim • ••• 

Jim Forreetal, I'd aay. 

Yeah. 

Yeah. 

Well, you will tell General Carter and General 
Rloharda to contact Bell? 

I will, right away. 

And-- but I ' m looking f orward to getting a 
statement out over the signature or t he Secretary 
or War. 
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P: 

ID!Jr: 

P: 

- ~ -

Xep. 

Thank :you eo ll!Uch. 

All r1gh t , Hen:r:y. 
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intla tiOD&J7 gap no longer bdng a danger. I want it 
anawered in the paper by Saturday morning, so that the 
countq oan be prepared, and sa;y, "Wh1 didn't somebody 
t ell us t his?" And so that I aon't have to take it 
mfeelf, Kond&y. I oan' t handle it all. 

, 

But mf thougbt was, if we could g&t this stuf f--have 
a press conference. I'll call up Fred Vinson and ask 
him whether he wan~s to do it, so he can' t --. It he 
thinks i t ' s his pr i vate baby, oka;y, he can have i t . But 
if he doesn't, we can have i t in the Treasuq and have 
it in the paper Saturda;y morning. 

(The Secretary held a telephone conversation with 
the Under Secretary or War, llr. Pattarson) 

(To Jlr. Bell) He sa;ys this, that they never said 
what the paper said the{ did; that they would simplr put 
in reserTe thirteen bil ion dollars which they would 
only use on the okay of the Bureau of the Budget. 

KR. GASTON: That is what the New York Times story 
said, precisely. - - -

H.M.JR: Now, what I asked fo r was who was the man. 
I asked, "Has the Secretary of War a separate office in 
the General Staff?" He said, "That is General Richards.• 
I said, "I want the most intellifent man with the moat 
influence in the War Department. H.e said, "I don't 
knowi• I'll send both." He asked whom to see. I said, 
"Bel • • George wanted you to han it, eo you go ahead. 

(To Kr. Blougb) I wiah you had c<~ne back with acae 
Olrnati an pink cheeks, instead of looking the way you do! 

liR. BLOUGH: There' a only one trouble with me--l 
haven't had uq breakfast. 'l"hat h all right. The train 
was crowded. I had just gone out when rou called me. 
Don't worry about me. 

H.K.JR: What do rou eat for breakfast ? Just coffee 
and toast? Would that help? 

liR. BLOUGH: Please don't bother. 

so I 

H.W. JR: I do, becauae I want to jump on you! (Laughter) 
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(Seoretar,r orders breakfast for Yr. Blougb) 

lo!R . HAAS: Now I'~r. sure you don't want t.JI1 break!aet! 

MR. GASTOrl: He needs ham and eggs and hot cakes, now! 

MR. 91U.IVAN: The condemned ate a hearty breakfast! 

lo!R. BLOUGH: Go ahead and jump; I'll take aDYthing 
you can give me. 

H.U.JR: Well, Dan, now l et me get hold of Forrestal. 
(The Secret ary places call for Kr. Forreatal) 

lm. BELL: He has five million in the picture. 

lm. GASTON: I think we ougbt to have aolll8bodr from 
the Budget in here when the ~ man ia in. 

loiR . 'NiiiTE : That is a veey st range step. Don' t 
they ever spend money that isn ' t approved by the Budget 
Bureau? And what do they mean by turning over this and 
eaying they won't spend it unless appr oved? 

MR. BEll.: The Budget Bureau has a regulation out-­
and I might say I'm responsible tor i t--requiring the 
Depar tments to place large sums of money in reserve which 
they can' t get r eleased without prior approval of the 
Budget. They can' t obliga ~ it. There is a lot of this 
money, and it has been appr'l!priated in just such a reserve. 

lm. WHITE: Is that something that is done every year? 
How much did they set aside l ast year? 

lm. BEU.: I don't know, but the l ast yea.r that I 
was in the Budget we saved millions of dollars by putting 
it aft¥ in reserve and releasing it as and when elll8rgency 
came along. 

1m. WHITE: Do they spend most of what they put in? 

MR. BELL: This eleven billion dol!ars has been 
inform&lly approved by the Bureau of the Budget to go in 
reserve and there i s a two billion dollar additional 
item unAer discussion, which makes the thirteen billion 
dollars. It affects the Air Corps and the pay of the 
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Armf, the Signal Corps, the Kedical Depart~ent, and tbe 
Ordnance. 

(The Secretary held a telephone conversation with 
Charles F. Detmar, Jr., Office of the Secretary of the 
Navrl 

We also discussed with the Bureau of the Budget ae 
to what effeot this might have on the expenditure program, 
and Mr. Colm and Yr. Loeffler said that they had under 
consideration revising their estimate of expenditures, 
but t hat the figures t hat we had been using in our 
financi.ng program were just about llbat they were thinking. 
They thoultht th' war expendi turea would run between 
ninety ann ninety- five billion. We have been using 
ninety- two and a half. . 

This thing can' t be so far off as far as the War 
Department is concerned, because when they came into 
the f iscal year they had fifty-four billion dollars of 
unliquidated obligations; that is, the contract obli­
gations on the books on June 30 which had net been paid 
for . And thel had unobligated balances of f ifteen 
billion brought over, and they had new appropriations of 
fifty-nine. So t he thirteen billion comes out of the 
new appropriation, in effect. 

H.ll. JR: Look, Dan, t his ia down your county. .6.11 
I can do ia to be the spark plug and get everybo~ around 
here excited. But if Gaston, SIIL1 th, and anybody" else 
agree with me or don't agree wi th me--it th!a thing could 
be gotten out a couple of days in advance--which I 
testity--. Get the country prepared for the thing, 
see, and get the arguments in toe paper. It isn't to 
take the heat off me; it is a question of education. 

MR. SUUIVAN: Prepar ing ground for you. , 
H.M. JR: That is right, and this is the kind of 

thing. It isn't me; after all, the Bureau of the Budget 
should take it. 

WR. GASTON: Yes, that is what I was going to say. 
It should be a quick new summation of the Bureau of the 
Budget. 

s2 I 
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!!l·!Jr: 

Operator: 

HMJr: 

Ooerator: 

HJ.!Jr: 

0l)erator: 

!!l~Jr: 

O!)erator: 

RMJr: 

. Operator: 

f!l.!Jr: 

Operator: 

HMJr: 

Charlea F. 
Detmar: 

RMJr: 

D: 

HI'.Jr: 

D: 

HMJr: 

D: 

HMJr: 

63 I 
I llovelllber 23, 1943 

9:45 a.m. 

Hello. 

Mr. Forreatal 1e out or the city until lat e thla 
evening. 

Well, glve me • •.• 

Hle legal assistant ie aoti~g .... 

Who? 

Hie legal assis tant, Mr. Detmar - 0-e-t-m-a-r. 

That's all right. 

I'll get hlo on. 

Hello • 

Mr. Detmar. 

Hello. 

Go ahead. 

Mr. Detmar. 

Good morning, sir. 

Good morning. Morgenthau speaking. 

Yes, sir. 

Look, Mr. Detmar, I want some help from the 
Navy. 

All right , sir. 

I'm getting it from the Army and it you'd be aa 
good ae the Army, I'll be satisfied. (Laughs) 
A little competition. 

All right. 

As you know, the Army was quoted 1n the pa pers 
as saying they were going to eave $13 billion .•.. 
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HHJr: 
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HMJr: 

D: 

R~!Jr: 

D: 

HMJr: 

D: 

Hl4Jr: 

D: 

!!MJr: 

D: 

HMJr: 

D: 

HI4Jr: 

D: 
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RJ.gbt. 

•.•• with the result that ~he Congress eaid, 'Well, 
we just don't need a tax bill. 1 And I've got to 
go up on the lUll Monday and tell them why we do. 
Now, it t he Navy, through whoever your tieoal 
ottioer is, is planning any outa -- uh -- I'd like 
to know who that person ie. The Army is giving us 
General Carter and General Richardson. 

Uh huh. 

And whoever the corresponding people are 1n the 
Navy, it they could work with Mr. Bell today, it 
would be very helpful so that -- what I'm trying 
to get is a statement !rom both the Secre tary ot 
War and Navy, over their signatures, Just exactly 
what they are going to do. · 

What the cuts are going to bet 

Yeah. 

All right. I'll tell you -- I think Admiral Horn 
would be the man. 

He would? 

Let me check with him and I 'll have ~noever is 
the proper person get in touob with .••. 

Danny Bell. 

Dan Bell? 

Yeah. Looking forward to a statement over the 
aignature of the Secretary of the Navy vbiob I 
want, and this thing'• got to be cleaned up by 
Friday nooo. 

Ub hub. 

Seat 

Yeah. 

Can I count on yout 

You surely can. 

... 
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Thank you eo much. 

I 1ll do it right avay. 

Thank you. 

All right, air. 
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)IR, WHIT£: I think it would be better coming trca 
the Bureau of the Budget. It it came from ;you 1 t would 
appear ;you were trying to juatit,r ;your taxes; whereas, it 
it came from them i t is a matter of clear ing up fact s. 
I think one of the moat eff ect ive ways of demonstrat ing 
the absurdity of that is showing how each of the previous 
;rear' s sums have been set aside and spent--if they had 
done that in previous ;rears. I gather from Dan that they 
have. 

l.!R, GASTON: There is pract icall.;r never an;y appro­
priation tull;y spent in the ;year for which i t is appro­
priated. There are always unexpended balances going 
over f rom fiscal ;rear to f iscal ;rea.r . · 

I.IR. BELL: Where they made their mistake, I think, 
i s not revising their expendi ture estimates in Au~st 
when t hey put out the summation. They thought at that 
time they were not going to meet t he program, but they 
didn't want to revise the expenditure program, because 
they thought it might have a bad psychological effect 
on the country at large. 

H.M. JR: Dan, I have got to go to this funeral, 
and I want ;you t o talk to Harold Smith before I go to 
the funeral , because I went this in the paper Saturday 
morning, see? 

liR. BB.I.L: Yes. 

H. l.I. JR: To prepare the country. An~ so~boey- is 
going to have to work like hell to get thu thing started. 
I want to talk on a few of the tax items. Would ;you 
(Bel !) mind going to ;your room and getting it started, 
and then come back? 

:I!R. BELL: I think you had better eliminAte me f rom 
the funeral, and I'll go on wi th this. 

H.M.JR: The man died! All right. 

MR. BELL: He won' t be listening! 

H.ll. JR: Who else goes before Banldng and Currency 
here? 
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IIR. NLLITE: I have been, but he doesn ' t know me from 
a hole in the wall. (Laughter) 

H.M. JR : i'lha t a p&l! 

.MR. ,frii'rE: They just had him appointed Chairman of 
that Committee on Friday. 

MR. SULLIVAN: He was made Chairman of this Liaison 
Committee Saturday morning. He was sick the night before . 

H.M. JR: Come on, John, you keep me campan,. 

WK. BELL: How about Delano, if he is around? He 
was supposed to take this week off and rest, but he might 
be a good one to go. 

H.M. JR: (Over inter-phone) See if Mr. Preston 
Delano is in his office, one; and, two, if he is going 
to go to the funeral of Mr. Steagall, he might go with me. 
Let me know, will you? 

MR. FITZGERALD: (Over inter-phone) Yes, sir . He 
was down at his farm yesterday when I told him. I don ' t 
know whether he is back again. 

H.~.JR: All right. 

UR. B6LL: He is awa7 for the week, but I think he 
might came in fo r that. {Ur. Bell leaves the room) 

H.W. Jlt: Now, the thing that I &m griping about is 
this. If I &m correct, they have been Jiiaklng a lot of 
talka, approved by Hr. Gaston, about post war inflation. 
I think the figure he is using is sixty billion dollars, 
i sn't it? It is piling up; somb people use a hundred 
million doll&rs. 

J.IR. BLOUGH: Yes, in that neighborhood. 

H • .M. JR: On page 3 of this memo (Refers to a "Summary 
of Points in Rebuttal") it reads: "4. Would t~e lowering 
of the exemptions and the repeal of the earned 1ncome 
credit unjustly burden the low-inooae groups? •• •••••• • 
~oreover, t he Congress may, if it wishes, make a large 
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part ot the tax on the low-income groups retundable 
after the wer." 

If he is so worried about the present amount of 
money in the hands of the people, and then you add to it 
the amount which is going to be refundable , he is just 
piling it on. You are just adding to that particular 
worry. 

WR, BLOUGrt: ~/ell , there are two things to be said 
about that, In the first place, we don' t need to ans.er 
every point. For instance , if you feel that you would 
rather for get about the refundable tax which didn' t 
catch on, anywey, in the House, we'd just drop that out 
ot the picture. 

H,ll.JR: No. 

MR. BLOUGH: But in the second place it does fit 
into this post-war problem to this extent , that you can 
determine when the money would be paid back after the 
war, and see that it did not get paid back at a time 
when it would add fuel to the fire. 

H.M. JR: There are two things : one is that point, 
and two, I want to raise t he question whether we want to 
do the refundable tax which didn't catch on, anyway. 
I am honest on this. 

MR. BLOUGH: It is not a good memo. I agree to 
that. 

H.M. JR: Then I'll stop picking. The other thing is 
that number one, Reduction of Federal Expenditures, 
~bst itute tor Tax Program. In the light of what I 
stated here, that is not an answer. 

KR. BLOUGH : We have done a great deal more on that 
since that memo was written. 

H.U. JR: I'll say one thing more, and then I'll 
quit. I mean, this is the eleventh, and the whole answer 
ot ~ thing is in paragraph one. That is the thing I am 
griping about--the number one--that you should attempt 
to answer in that number one, which is no answer. 
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lm. BLOUGH: llay I aay, llr. Secretary, that was 
based on a thirty-five page memorandum. We didn' t 
think you wanted to look at a big memo, and we made a 
very abort aiDIIDAry. Since that time we h.ave done a lot 
of work and we could give you by noon a better an~er. 

H.M.JR : That is what I took with me to the country 
to read, and all week-end i t has been boiling. 

UR. BLOUGH: I am very sorey. 

H.U.JR: You don't have to be. 

J,IR, BLOUGH: It is much fu r ther along than that, I 
assure you. 

H.M. JR: It is that number one that got me off on 
the wrong foot- -I mean, how you handle that. I am con­
vinced t here is a way to handle it . I am convinced 
there i s an answer, but it isn' t there. All r ight, let ' s 
finish. · 

MR. BLOUGH : Yes, sir. 

H.M. Jrt : Now, this i s a little thing--or maybe i t 
isn 't . Who knows what Robert Nathan is doing? 

I.:R. •:~~trTE : He is in the hospital. He had very bad 
back trouble. They set him to work digging trenches, 
and he went into 71'a.1ter Reed Hospital. He came out , and 
i s now back again. He may be improved. I haven't beard 
for t he last couple of weeks. 
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).!It , SULLI VAN : I have seen him within ho weeks out -
I think within two weeks - and I t hought he looked quite 
well. 

!U(. BLOUGH: I talked to him last week. He ~as out 
but he was go ing right back. He was on a ten•hour pass, 
or something like t hat. 

I! ,.,. .JR: Hasn't he been discharged? 

~~. BLOUGH: He may have been by this t ime. He i s 
going to Hot Springs, Arkansas, t o recover and write a 
book on the post-war situation for the C. E. D. 

H.!oi.JR: ~.hat i s that ? 

1ffi. BLOUGH: Committ ee on Economic Development. 

H.M.JR: Wha t I am getting at , if the man i s well 
enough so that he could sit as we do on this t hing for 
the v:eek, and give us the benefit of his brain, that is 
what I was thinking about, you see . 

MR. BLOUGH: I don't know whet her he has been close 
enough to the situation . 

!.!R. 1'.1HTE : I am sure he v.o uld be glad to if he is 
available. 

),(!(. BLOUGH: You know him better than I do . 

l.!R, \'illiTE : I know him personally. 

H.M.JR: Harry, you call him Uf· \',hat I wanted, from 
now until I go on the Hill - couldn t we send this stuff 
to him and have him say, "You are missing this or t hat"? 

M}(. 1\HITE: If he is still in uniform, it is perfectly 
all right, isn't it? 

H.1!.JR: Yes, 

MR. SULLIVMl : He wasn' t in unifo~ when I saw him. 
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MR. ~HITE: I am not sure whether he has had a full 
discharge. 

H.:.!. JR: Before I go on , do you get the idea? 

l.!R. 'lll!ITE: I will get in touch with him this morning. 

H.!.!.Jk : lohat happened? 

loLt. TIETJE..'iS: \~alter Heller us out at Paul ' s Sun­
day working on the speech. After you called Randolph, 
he said, "Heller, you tell Louie Shere to arrange for an 
inf lation meet ing throu;h Lisa Alger - via Miss Alger. • 
:>o Sbere- -

U.M. JR: Let :.Uss ~cCathran bear this. \\e iiill get 
it cl eared up. At least let her hear it. 

(Miss !.loCathran entered the conference. ) 

H.!.!.JR: !.{iss McCathran, just listen a minute. 

l.ffi. TIETJENS: i\al ter Heller ll&s working with Randolph 
on Sunday on the speech when you (the Secretary) called, 
and he told Heller that when he came back to the office 
to have Louie Shere arrange for an inflation meeting via 
.J.iu Alger, and give her the name a and get the names from 
her, and Shere did that with !.lias Al zer. !Ji.ss Alger 
didn ' t know at what time the meeting was to be called. 
She wasn't told. So she checked with Fitzgerald, gave 
the names t o him, and was waiting to hear from ~~ur office 
as to what time the meeting wae to be called. So that 
is aoparently where it is now. She wanted the names to be 
checked with you first , too, because she was tol d it was 
your meeting. 

H.M.J R: I told them specifically that I couldn't go. 
You (/.lies McCathran) know where it ia. V.e v.ill let it · 
rest a minute . Thank you. 

(!!.iss lloCat hran left the conference.) 
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H. M.JR: In view of what Bell is doing, and everything 
else, I ~onder whether we want t hat. The thing I wanted -
everybody is working on the inflationary ~ap - see ~hat 
they have . If Bell is going to do it, I Just wonder 
whether roe ~ant this meet ing, you see? 
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Jlh. GASTO~ : \1e11, I ~ill me.ke an of f - side colllJleot, and 
that is I suggest we forget t he inflationary gap. There 
isn' t any such thing . Nobody can define any such thing as 
inflationary gap. I don ' t kn ow just what the meeting was 
to be . 

H.!J. JR: The kind of meeting Paul is always having -
Eccles, a~d all those people . 

1.>t. SULLIVAN: Hick Gilbert, and so forth. 

lf..it. 1;(!1!TE: I think that would be called for only if 
you haven't a _;ood case against tnis new thing injected in 
the stream. Judging from Dan Bell's remarks , from what 
you got 'over the phone, you can dispose of t hat, or the 
budget Bureau can dispose of that, which leaves the situa­
t ion as it was before the statement was made . In that 
event I should t hink you would not want a meeting, because 
presumably there is nothing new in the developments, and 
therefo re you can make the very effective point shoul d it 
be raised orally with you, should ~t be disposed of, and 
continue with the other points in your argument and assume 
that the situation is as it was when you fi rst presented the 
material . 

H.M.JR: Well, let's give Bell a couple of hours, see, 
and see where he is at, and then we can take this t hing up 
again. We will just hold tbe thing in suspense . 

J.1R. GASTOO: It might be of some uae to sort of con­
solidate sentiment and get everybody' s views about ~hat sort 
of a case ~e ought to present. 

JAJt. V.:HITE: !light it not be worth 11hlle if t he liudget 
bureau ns able to indicate that this doe so' t change it, 
merely to see that everybody in Washington understands 
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there has been no change, and a meeting might help to pre­
pare the ground for the Secretary. 

Mh. . GASTON : Even more, if the .budget Bureau changes 
its figures. 

MR. liAAS: !lo doubt be changed . 

:!!",. V.l!ITE: You mean if the expenditure is diminished; 
then the meeting is in order. 

h.~. JR : The point that Bell made to me last night is 
that he doesn 't think that the figures are going t o be 
changed materially for the calendar year ' 44, and that is 
what he thinks. 

;:h . GASTON: lYell, fiscal '44 is the important t hing, 
I should tbi nk. 

Ml\, SULLIVAN : T"nat is Vlhat he meant. 

l.fii, WrliTE : That would include that. 

MR. GASTON : Oh, ye s, that is even better. 

H.!.l. JR: Now, the thing I wanted to have is - somebody 
can make notes for Blough - Stanley can - I want to go 
back to the suggestions that the President always had in 
his mind. In the fi rst place, I agree with Fred Vinson 
tnat we ought to have a lot of plane on the ten and a half 
billion , But one plan tha t the President has always men­
tioned is ~hat he did when he was in Albany as Governor 
and wanted to raise some money for the unemployed. You 
can look this up, Stanley. 
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~~en you figure your net income, supposing your net 
i ncome, af ter all deduct ions> was two thousand dollars; 
you added, I t hink, one percent the first year, which lVent 
for relief. I think they got it up to two or three percent . 
They had a very bood name for it, and it only ran for one 
year , see? They took one percent of whatever your net 
i ncome v.as. ;;lbenever you got throl.lgh, down in the lower 
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right -hand corner, you figured t nat '1aa your net income, and 
f igured one or two percent. He has been af ter me for a long 
time. \~by don' t we, to help for the nr, and all t his - when 
people have this income, write it down and figure out one, 
tr.o, t hree, four , five - up to ten peroent. How much would 
it add? 

~t. SULLIVAN: That is the same technique as t~defense 
tax. 

H •.•• JR: Yes, l'lhich was knocked out . 

l~ .• SULLIVA.'i : Yes. V.e went through this at t hat time, 
remember ? I kn ew I had read t he atory before. 

H.M.JR: Well, I would like to have that explored. I t 
won' t take very long. Give me an answer. 

Now, on my phil osophy as of today, l et me give it to 
you this way: I have read the excellent survey whi ch was 
prepared in Schwarz' office under Smith's direction- the 
criticism of everybody, of me and t he Treasury and every­
body else . I f you haven 't seen it , it ought to be circu­
lated. When I get all through and done, this ie where I 
st and as of this morning. I think where we fell down -
and there is no use criticizi ng - but we tried to please 
t oo many people in the last tax, with th e result we pleased 
nobody. Therefore, this time I am going to try to please 
~aelf and get out a good ta.x bill. 

(Mr. Bell entered the conference, ) 

H.~ . JR : I would just like to repeat this for the 
benefi t of Mr. Bell, I think where we fell down in our last 
tax bi l l was we tried to please everybody, and as a result 
didn't pl ease anybody - l abor, conservat i ves- we didn ' t 
pl ease anybody. 

• 
So I am back to where I was, unless something comes up. 

I want to ask for teo and a half billion dollara of revenue 
with no trimmings, no refunds , or anything el se . I want a 
good stiff tax bill ~bleb will help pay for the war ~bile ~e 
can affo rd to pay for it, ~ith no trimmings. 
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:Ali. BLOUGH: Suit s me. 

H. 'L JR: Th!ln I do v:ant to review the C.I.O. proi"raJr., 
and so forth, and so forth . Just a good' bill t hat wi 1 
pt•oduce revenue while the war is on. Then if they don't 
like it they are going to nave to attack me because it is 
too stiff and not because of its social aspects . 

V.hat I would like to have f rom the committee is this -
and ~ou fellows are going to have to work awfully hard and 
an.tuH y ! liSt: I want a chart so I can say, "Gentlen:en, 
this is t ne tax bill as of t his year; and t his is what it 
does for the various income gr oups." 

\\e will take people - I thought we woul C. have h;o 
~rouna; single man,and married man with t~o children. 

Thii is Ylhat it does to the man with an income of a 
t housand dollars and under." 

Now, t hen, I don't know, say from one to h:enty- five 
hundred , or f r om one to three thousand - and not more 
thM six 6roups . "This is what the House bill did." 
And eaoh case always having a numbe1• of people affected. 
I think I once asked for this, saJ , for a t housand dollars 
or under1 this year - calendar year. "In ' 43 we nave got 
so much. ' 

Now, my gr oups - there may nave been six hundred and 
sixty dollars - or ~atever the ri~ht figure is - six hun­
dred and sixty dollars under the V1ct ory tax, isn't it? 

:.!il. GASTCtl : Six hundred and twenty- four. 

H. M. JR: \ihatever it ia - but I want Y.hat it is thia 
calendar year - what the House bill did, and t hen the 
proper groups , you see? And t hen state what is in the House 
bill, and then what we t hink it ought to be. But be sure 
and ~et the thing in financial groups, plus the number of 
peopfe, to ansYier t his nine million peopl e thing, you see? 

I am not sure of llhat I am going to say, noT>, and i t 
may not be right , but in order to ansller these people 
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that t hese nine million people aren't going to pay i t . 
uaybe we will have a head tax of five or ten dollars for 
every person under a certain limit. I t isn' t a very good 
name - I am not sure about this, but I am throwing i t at you. 
But at least l et ' s get this thing o~t . I want a t r ial run . 

Call in some f r iendly people like l'.alter Lippmann, 
v.lio , after he saw Gas ton, said, "All right" - like the 
editor of the 'irasbington Post - a few people like that; 
maybe Ernest Lindley; maybe the columnist, haymond Clapper -
try it out on them - or P~bertson of P.M. - and try this 
thing out . Do you see? If tlaa t is pOisible, I Muld like 
to have something like that. 

I would say, "Now, gent lemen , here is the problem -
here is the way it h. 'ioe need te1. and a half. I am not 
going to tell you how to get it. • 

And then the ot her thing I want to do is say, • All 
right , everybody is talking about a sales tax - ten percent 
~ales tax which wi ll yiel d roughly six billion dollars . 
But I am sure t here is nobody in this committee that is 
going to recommend i t without exemp tions ; so let ' s look 
at the exemptions. And I am sure , gentlemen, that you will 
want to exempt food and clothing, and this and that ; and 
as you exempt the various t hings, this is what you have got, 
if' you want i t . After all, you are the elected representa­
tives of' the people. I am sure, gent l emen, your ear is 
closer to the ground than mine is, because I don't have to 
run for office; you do. I f you want a sales tax, here it 
ie, plus execptions! ~hen you take out all the essentials 
of life, what does it get down to? 

MH. BLOUGH: Oh, it cuts you do~n at least~o-thirds , 
I think. 

H.M. JR: Al l r ight, I want to say that, and have a 
chart with the various itema . 

"All right, gentlemen, are you, Senator Byrd, goin& 
to recommend that you put ten per cent on food? are you 
going t o put ten percent on clothing, and this and that ?• 
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L!R. SULLIVA.l-1 : Rent and me dicl. ne? 

h. iA, JR: "All ri 11ht, 11hen you eliminate all those things, 
this 1a what you get •11 And I ViOuld have a chart on that. 
But I am not going to go up and recommend the President' s 
insurance scheme, and I am not gdng to recommend the refund­
able feature . I am going to recommend ten and a half 
billion dollars of straight revenue, and then they can say 
they don ' t want it. 

And then I ~nt to talk about t he need. I xant to 
talk about t he mistake tbet U.r. Mellon made, and Mr. Coolidge 
made in l il21, and say, ui am not going t o stand here and 
make the same mistakes they did, with the resul t ing collapse 
and depression ~bleb followed the t hing. 

~R. SULLIVAN : Elementary arithmetic. 

H.I.l. JR: Yes . "Now, gentlemen, if you want to do that, 
O.K. " At least I am going to be Sec,•etary of the Treasury 
and recommend ten and a half, and I will aleo bring in thh 
stuff aboUt t he boys going t o have to both fight the war 
and pay for it. 

That i s the way I feel this mo rn ing. I would like you 
people to think about it . I wil! meet a;;e.in wi th you t his 
afternoon at three-thirty. 

All right? 

u;,, GASTO~ : I don' t believe r.e ought to change bases 
t oo much. I think you can suggest alternat ives, but I 
think the original plan was a good plan. 

Mh. SURREY: Handolph and I spoke to Senator George 
Friday and he did not seem disturbed about dropping the 
nine million people. He thought if it were in the interest 
of simplification, he YIOUld go along. 

H.M. JR: On tbet, if we drop them out, ~otb under the 
Victory tax and kick out the 'hys and Means • t hree percent 
tax, please, for heaven's sake, on the nine mil l ion people, 
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give me examples of what they do pay for cigarettes, and 
gasoline, and all the other things. 

!.lit. SUIUIEY: 1'hat is what we apoke to Senator George 
about, dropping out the three percent tax. 

H:.I.JR: You take the average family, and 1l&y so much: 
He buys so much cigaret tes, so much liquor, he may go to 
the movies once a week, and so forth, and so forth . All 
right, a man has so much. He is certainly entitled t o so 
much . He doesn' t uo to cabarets, doesn't bU¥ fur coats, but 
under a democracy &e is entitled to a couple of packa&es of 
cigarettes, and to do this, and that, and the other thing. 
And right now he is paying a Federal tax of so much. Don't 
tell me he is not paying any tax~ It is just the plain bunk 
of the people who Y1ant to make tnat fellow pay so that the 
man who is getting a hundred thousand dollars a year shouldn ' t 
pay. 

Now, let's de-bunk this t hing and call a spade a spade. 
The net result of the \thole thing - I am going to be tough. 
Then if they want to criticize ~e, they have got t o criticize 
me because I am too tough. But I am not going to wiggle­
waggle, and try to please ten people over in the ~bite House . 
I am not going to do it. 

!.!R. \,!ilTE: I agree Y.i th ninety ptrcent of 11hat you say • 

H.A.JR: Harr7, ninety percent? ~ay I snake your hand, 
please? (Laughter } 

MR. WliiTE: I won ' t nit until you hear the ten. I 
11iJ.l shake hands now. {The Secretuy and Mr. Vrhi te shake 
hands.) 

H.H. JR: This is one of the high moments of my life. 
I am only ten percent wrong in the eyes of liarry V•hite . 
And Harry, if you are getting the best of me - I will have 
to leave in six minutes . 

Ult. 1.\liiTE: I think I can say v.hat I nnt to in less 
than that. 
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1!. 1\.JR: Urs. Klotz thinks I can't 'f<ait that long. 

Mit. WHITE: Well , you said that you didn' t fe el that 
the boys who are fighting now are to pay for the war. I 
IIJil in thoro~.~gh agreement with that, and that ia wl'.at I 
,,ant to start on . In other words, prevent them paying for 
the war. 
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Now, any additional tax you put on now, many of the 
men who are in the services will not pay. They don ' t pay 
excise taxes; they get their food and cigarettes for nothing; 
they dat't pay as much income tax; t .ey get low incomes . 
Therefore, any tax that you recommend now, even if it is a 
bad tax, and you didn ' t care l<hether it is bad or good as 
long as i t was for revenue--

H . ~i. JR : I didn't say that. 

MR. •.~I!ITE : But you are not going to expose yourself 
t o whether it is socially good or bad. 

'.!h. GASTON: No, no, no . You said rou didn't care 
about making friends, trying to please d1fferent people. 

MR. BLOUGH: And social re form, I think. 

Wt. ·;:.lTE: Let • s delete that. I have only got t hree 
minutes. 

MR. GASTON: That is out. Kor. you start f resh. 

Uk . ~HITE : Therefore, if you take the posi tion that 
t Lese taxes - that your additi onal ten billion dollars 
of taxes shall be just the t ax which shall be on during the 
war, and that the minute the v.ar is over the f irst taxes 
that shall come off shall be those taxes , then I think you 
can go· to town. But if you include in your tax recommenda­
tions , the tax structure, the kind of taxation which they 
are likely to do unless you fight them, then you are doing 
exactly what you don 't un t to do, because when the boys 
come home you are putt ing- -
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H.~: .JR: Give me an example, Harry. 

tU!. WHITE: Let me take t he example of l owering the 
exemptions . Let ' a say, i f you lower the exempti ons, and if 
that lov.ered exernpti on l as ts after the war, t hen the boys 
that come baolt from t he ser vices and begin earning money--

Let me come back at this tomorrow or t he next day. 

H .~· . Jl\: Ho-,; about three- thirty? The very thing that 
you are talking about, see? Lo~ering exemptions - I am 
aga ·nat it - I dor •t •·.ant to lour t he exemptions . 

L!.1 • •• rliTE: But I 6ather you v.eren' t v.illing to say 
how t hey get the money as long as t hey get t he money. 

H. t:, JR : !lo, look - we will start the three- thirty 
meeting ll'ith "bite • 

.. \., , BLOUGH: He said all tha t in the House statement. 

:.!Ji:. WJi iTE: lie v;as going to change his mind as to what 
he is going to say i n the Senate, I thought. 

H,'.I.JR: The t r ouble is, I think yw. are suspicious 
of " hat I am going to do. If you ask me what I am going 
to do, I "'111 tell you. I r.ill tel l you exactly the kind 
of things I mean. Paul and his group, in or der to please, 
thw.ght tnat it -,;as good strategy to say, "\,e will loll'e r 
the exemptions . " I never was for it . That was displeasing 
to the l abor unions. I am not going to do it because I 
never di d believe in it. They have bad to beat ce do~~ 
every t ime in order to get me to lower t he exffinptions. I 
don' t want to lower exemptions . I don ' t think you know 
quite v:hat I have in my mind . 

Mlt, i'lttiTE: I don ' t think I do, 

H . ... Jlt : So therefor e you question me at t hree- thirty. 

Hit. GASTCN : Li opmann v.as a good deal impressed by the 
fact t hat I showed hlm there would be thirty- fi ve or more 
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million tax~ayers left af ter let ting the nine million go, and 
also that flfty- three percent of the amount of additional 
taxes Ylould f all in the group of fi ve thousand and below. 
'fhat is the majority of new taxes . 

li.:.t. JR: Woul d you mind, del l , taking this group into 
you1• room and see who does what, and hold certain people 
to certai n things? I have asked fo r these charts. You 
OIIJht to ta]{e some of these peopl e in. I have given them 
cert ain orders, and I ~ant to know when they get started, 
know that this has number-one pr iority. But t nese things 
I have described - who is going to do it - what i s Haas 
6oing to do . So t ake them in your office and get them 
started. I will meet the sa_~ group at three-tnirty. 

:!11. BELL: 
re funding . Y1e 
thirty percent 

The bo oks close 
have one million 
of them. 

t omorrow night on the 
three, as of l ast night -
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My dear Mr. Secretar~: 

I have boon very MUCh intoreoted in t ho fact that tho 

Var Department hao announced the roloaao of ocmo $1} billion 

of i to available !undo . Th•re hat boon ccnoldo .. blo confuolon 

At t.o the affect of th11 relea.ee on ex:pen41ture•, and I ebould like 

to aok you to help clarify thio cotter for •• · I ohould gTeatly 

appreciate it if rou could au~ply .. with tho following info~tion: 

1 . total approprlatlooe an4 contract autbor1sat1one 

available t~ tho Var Departoaent boforo the 

relea oo of the $13 billion. 

?. . Eoti .. ted total exp•ndituroo by tho ~ar Department 

during the f11cal year 19411 calculated before the 

roleaoe of tho $13 billiono. 

J. Total &JPrOpriatlona and contract autbor1z•t1on 
..j, 

&Y&ilable U. a tllt)l the Var Dtpartaent after the 

reloau of tho 113 bi ll ion. 

ll . :Zatiated total up~ndituroo b7 t ho Var Depo.rt.,.nt 

during the f11cal yo.ar 191&4 calculated after tho 

roleao o of tho $13 billion. 

Thio information will b e moot helpful to me , and 1 ohould 

l ike to have it aa ooon aa pootiblo. 

Vary truly yourt , 

SocrotaT7 of tho Treaoury 

82 

Regraded Unclassified



Hl!Jr: 

Dan 
Sell: 

Hl!Jr: 

B: 

l!l!Jr: 

a: 
HMJr: 

B: 

ID!Jr: 

a: 

HMJr: 

B: 

HMJr: 

B: 

HMJr : 

B: 

lloYeaber 23, 1943 
11:21 a.m. 

lfho baa the lnrormatlon tlult I want' I mean -­
are you - - you were golng to call up Harold Sllll th. 
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Yeah. I couldn 1 t get Harold. He 1 a sic.k in bed 
and I called hl e houae and they aaid he vae asleep. 
They thought he'd wake up ln a little while and 
they'd have him call me. 

Yeah. 

I ' ve been in touch with Wayne Coy •••• 

Yeah. 

.••. and the:y've already worked up a statement • •.• 

Yeah. 

•••. explaining the $13 billion and Jimmy Byrnea 
said he was goi ng to give it out. 

Yeah. 

I suppose ae Acting Prssident. I think there le 
a 11 ttle ditrerenoe o:r opinion on 1 t over in t he 
Budget . I think t hat Coy thinka the Director or 
the Budget should give it out. 

Sure. 

Well, I talked to him abou•~~udget aummation in 
simple statement rorm on Friday and he said, 
well, the:y tho~ht the:y could throw something 
tofether, but he d like to g.e t in touch vi th Smith. 
We re Just elttlng here, a tew or ua , discussing 
whether it vould be advieable to put out a Budget 
aummatlon at thla time and whether or not it couldn't 
be handled another way. I don ' t know yet. 

Well • ••• 

Gener al Richard• ia comlng at 1: 30· 

When you - - t he point I want ia somet hing out by 
Fri day. 

Yeah. 
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What's the ohanoeat 

I think the chances are pretty good. What it 
will be, I don't know, but I think they were 
drawing something tor B,rnee to put out right 
away. Now, whether that will be sufficient, 
I don 1 t know 1 till I eee 1 t. 

Well . ..• 

But Coy said he wouldn't do anything on it until 
he talked to me again. 

Well, I mean it •••. 

Ve are wa1 ting nov to get in touch •1. th Smith •••. 

I see. 

.... who is ill. 

I see. Well, it looks ae if I started something, 
hub? 

Yep. 

And ••. . 

Well, they've been talking to Byrnes about it 
the last couple ot d&ye and Byrnes decided that 
be would give out a statement on it. 

Well, do they knov that I've go t to go up on 
the Hill Monday? 

Yep. I told t hem that you were going to be pu t 
on the spot on Monday end that something ought to 
be done befor e then. 

Now, Will you do one other thing tor met 

Yep. 

Call up Fred Vinson and tell him what you're 
doing. 

All right. 

And tell him we'd like to have his help. 
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All right. 

Seet 

Yeah. 

- 3-

And you might -- beoauee he may be in on this 
thing, too, you eeet 

Yeah. I 'll tell him. 

And ve need hie help to get this thing out 
betorehand. 

Okay. 

Thank you. 

Yea, sir. 
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November 23, 1943 
11:24 a.m. 

Hello. 

Hello, M.r. Secretary. 

Hello, Ted . Ted •• . • 

Yea. 

I ' m counting on you, you know, to handle this 
advertising business. 

Yea, eir. 

Are you making any headwayt 

Yea, sir. 

You are' 

Yea, air. 

Well , do you know when it's going to come up 
in the Rouset Or anything elsa? 

Mr. Lynoh and Mr. Meger were here -- we had a 
meeting this morning on it. 

Who' e Lynoht 

Lynch ie i n the General Counsel's office. He'• 
been one or the l1eiao111 with the Hill. 

Yeah. 

And he followed the bill ell the way througll 
the Senate Committee •••• 

Oh, yeah. 

•••• aa an onlooker and reporter tor us. 

Yeah. 

And we have prepared a report. We are documenting 
it now eo that it can be presented to the House 
Committee. 

' 
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Yeah. 

We are supporting it w1 th all or the nidenoe 
ot the ••• • 

Well. .. . 

••.. taota t~at we have on what the weekly 
newapapera did. I ' ve t alked to Nathan Adama 
i n Texas. 

Yeah, that ' a wbat I'm leading to. 

He has agreed, not only to contact Rayburn 
himeelt, but to see that other influential 
people in Texaa contact Mr. Rayburn. 

Well, how long ago did you apeak to Adams? 

I apoke to him yeaterday morning. 

Ie he going to let you know what reaction he 
gets? 

Yes, air. He was away laat weak-end ••.• 

Yeah • 

•. .. on a r anch down in Texaa and we couldn't 
reach him. 

Yeah. 

I talked to him yeaterday morning. 

lfhat Co111111ittee handlee th1a? Do you k.now? 

Uh -- the -- it goea in to the Rule a CoiiUIIi ttee 
i n the House. 

Uh - - but then -- Rulee? 

Yea. 

Ub hub. I wonder who's on Rules, you see? 

Yeah, Sabat h ie on there. I've started to get 
the liet or names thie morning. 
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And to go to work on them? 

Yee, eir . 

Attabo)'. 

But we're watching it, Mr. Secretary, and 
we have several other people in the • ... 

Well, watching it ain't enough. 

I-- I-- I understand. I don't mean that. 

All right. 

I understand that Thomaa and those fellows 
ea1d the)' wouldn ' t do an:rth1ng about it. 
Is that righ.tt 

Thomas? 

Harold Tbomae. 

Oh, I don't think the:r'll do an:rth1ng. 

No. 

The)' alwa:rs let somebod:r else do it. 

That's right. Well, I started to check up on 
1 t a.nd I found that :rou had alread)' spoken to 
them. 

Yeah. 

And tbat the:r are not going to do an:rth1ng 
about 1 t. 

Yeah. And I haven't heard from Knox. 

Yeah. Well, he won't do an)'thing. 

The:r're all soared. 

That's right . 
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Well, ve -- we're not atreid to etick our 
neok out on it. 

Well, I'm personally not afraid. 

I understand that. And I th i nk you' r e sound 
on it. · 

And you might -- another thing is -- this is 
•period --paragraph-- new subJect.• 

Yea. 

You might begin to find out and get acquainted 
~ith the man who is goi ng to take Palmer Hoyt's 
place. 

Mr. Healey. 

Yeah. 

Yes, eir. 

And I'll tell you, you mi ght ask Elmer Irey if 
our boys know him. 

Yea, I will de that . 

And we mi ght have a good introduction to him 
through that channel. 

Fine. 

The man that handled the Huey Long case -- vhose 
nue vas Burford ••.• 

Yea . 

••.. and he may knov this fellow. I don't know 
whether this ie - how active he waa w1 th Bue,­
Lcng, but through Irey or Burford we might get 
a gbod line on him. 

Fine. I'll get a line on him f rom Irey. 

Right. 

I'll call today on it. 
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IOIJr: Right. 

G: All right, e1r. 
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lmlcheon ,...ting in Secret&r7 llor&enthau•a Office 
Tiles~, HoY-.ber 2), 194) 

Preaent; Secretaey lloraenthau 
lo!r. Crowley 
!.!r. Cox 
Lr. Currie 
J.lr. Whit& 

The Secretary had invited the group to luncheon to pursue the 
diacuesion of (lueations relating to t he Britiah dollar balance 
position . 

The Secretary began b;y se;ying that ha bed info1'1lllld Secretary 
null that ha and J.:r. Crowley were ready to discuea w1 th him the 
queotion ot French ~t for 111111tary (;oods now sent under lend­
lease crodit and would it be possible to take that up arter the 
r:eet1n11 on the Argentine catter in Secretny ,!Ull•s office.,.,.. over. 
Several df..ya attar the inquiry Secretary l:organthau nid be was 
intoru:ed Iff Secretaey llul.l 1 s office that Secretaey llull waa not ;yet 
read)' to diacues tha ~·ranch .:attar. Secretary l!orgenthau said sa 
soon os Secretar,y iiull sets a t:Uoe ot LOeeting he would be read)' be 
would sot in touch w1 th t:r. Crowl ey. 

Tho Secretary then related the gist ot conversation at the 
luncheon he had had with Lord Halifax and Wale;y. 

J! r . Crowley asked hem far we bed flOne in our preparation of a 
program. L:r. \'/hi to replied that be thought that the dreft of the 
l etter a greed on b;y Currie and himself represented the vi.,...s of the 
group. The letter, be said, placed the ll'.&ttar S(lu&rely up to the 
President and called either for approval <leai~od to curtail the 
balances or tor a decis ion b;y the President to modity the directive 
ot last January . 

JCr. Cox tbousnt that that approach would not be the wisest. He 
felt it would be better not to raise tha (!Ueation of the balances. lie 
aaid that the State Department would not asree and that evantuall.;y the 
Prille 111n1star woul<l mise the issue with tha President and then we 
would net have lUcie an;y progress . He thousnt 1 t woul<l be C~uch better 
not to bring the matter to the Presidant but rathar to pursue the 
course of attacking aacb item separately. He etate<J that the first 
step had been taken on fish from Iceland. The next ono might be sugar 
f rom the Caribbean area, then shipping aerviceo on<! there were other 
i tome . It was his view tba t if we raised each one of these project. 
separately t here would be no point on which the Prime !Jin1oter could 
appropriately complain to the President. 
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D1 via ion ot l!one tary 
lllleea:rch 

.lhita e11id that he preferred the approaoh of the total balances. 
He feared that the aggregate ot reduetiona l1Jce~ through tbe other 
r:>et.hod was quite inadequate to carey out the directive . Currie and 
cox, however, pointed out that they hoped the amounts that they could 
total by tal<in(! one item up at a time llli(!ht reach to eeveral hundred 
million dollars. White agreed that if that mas;nitude could be reached 
the approach euggeeted by Cox might be all right . 

!.:r. Crowley repeated the conversation ha had had with the President 
aoce tl.Jilo a~o in which the President said that he thoUj!ht the Br.l. tish 
should have up to \,2 billion. Lr. Crowley a&id he had told the President, 
•Please don't say that. Let the Treasury ~eople and Ifill people worl< out 
.mat we could do on the matter and than 1t there ie any disagremoent the 
r:>Ottar c&.'l be brou(;jlt to your attention but that I th1nlc we can worl< 
southint. out thet will be satisfactory. • Lr. Crowley therefore thought 
t.he approael\ suggested by Cox was the better one. The Secretacy agreed 
and it waa decided to pursue that course aa quick~ as possible. 

Tho Secretary raised again the question of eendint. lend- lease goods 
to tl\e J.;iddle East on a credit basis. J!r,, Cox replied that it was a 
pretty complicAted matter, that they Ylera t rying to c ut out some of tl\a 
1tolll8. 

The Seorotocy repeated some of the tl\inga he had stated in former 
con.l'orenoos with llr. Crowley with respect to the doa1reb111ty of 
tightenina up on the -.hole Lend-Lease progru, and the cutting out of 
11ll procedure a that weren't ~ justified and couldn't be eas~ 
defended. 

H. D. l'lhita 
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I ' ve had a 11 ttle -- I had figured on asking to 
eee the Demooratio membera or the Finance Committee 
on Saturday. Now, they want to aee me tomorrow. 

Uh huh. 

Now, I 1 m asking you and Paul to go With me. 

Uh huh. 

And-- it' a tor lunch up at Haleey'e ottice. 

Uh huh. 

Now, golly, I hone you can haYe something on 
that il3 billion before that. 

..... 

I think I'll ha•e 1t. I've got the story informally 
but I think I'll have it ln vrltl ng. 

Well, it you could have that by -- tor lunch 
tomorrow, lt would be wonderful. 

I thlnlt I can. 

Well, and can you tind out who's goi ng to give 
it out to the publi c? 

Uh -- that we'll have t o declde, I thlnk. I can 
get a written statement either over t he signature 
ot the Secretary ot War or the Bu~et Officer, 
General Richards. He said that he d do it el ther 
way. I told hlm I thought over hie signature aa 
Budget Otticer might be juat ae good. And he'll 
giYe ua something that we can glve to the CollUIIl. ttee. 
He'll write it in such a way that it can be put i nto 
the record it you want to. 

Gee, I don't know .. .. 

Now, I haven't gotten the Budget yet to see what 
they want to do. 

Well , don't you think over Mr. Stimson's s ignature-­
which do you thlnk would have more ettectf 

Well, I thought probably the Budget Otticer'e would 
be aa etteotiYe. 
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Well , I 111 tell you •... 

I mean, he doeen1 t car e. 

Well, I'll tell you -- no I did th1s through 
Patterson' • ottioe. Hello' 

Did i t through what? 

I started th1s through Bob Patterson. 

Uh huh. 

I 1 d put it up to Patterson, •How do they want 
1t'' 

All right. 

I mean, let them decide. 

All right. 

You aee? 

Yeah. 

But we've got to have 1t by noon tomorrow. 

All r1ght. Well , he can give it to me. 

Is it a good story? 

Uh yeah, a good story. 

Yeah. 

And, ae a llllltter ot tact, the thing that -
they ' ve been working on 1t tor a long time and 
the thing's been in t he mill. It the Coam1ttee 
up there hadn't gotten ahold ot it, why, there 
would never have been any publicity to it. They 
would have Just put it in reserve and forgotten 
1 t. 

I aee. 

But, there hae been no change 1n the expend! ture 
t1guree since the Budget su~t1on ot August 1. 
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Reall;r' 

Yeah. And they sea no reason tor changing t he 
expenditure t1guree at th1e time. 

Well, you can eee the importance ot gettin~ it 
into the hands ot the public. Now, what I d like 
to do though, is to get it out a couple ot days 
before I go up there. 

You mean before you go up on ll.onday? 

Before I go up on Monday. 

Yeah. 

That's vhat I'd like to do. 

Well, I think they'd be v1111ng to do that. 

Okay. 

All right. 

Thank you. 
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TAXES 

Preeent: Mr. Bell 
Mr. SulliTan 
lo!r. Blough 
Mr. Guton 
l!r.Hau 
Kr. S.Uth 
lir. Surre7 
Mr. Tickton 
Mr. U.ndow 
Ill'. 01 Connell 
l4ra . Klotz 

Nov .. btr 23, 1943 
t:OO p.m. 

96 

H.M,JR: I have got JOUr memorandum, John, if you 
want to atay a minute behind. 

KR, SULLIVAN: Yea, air, 

H.l4.JR: You aaid you wanted to aee me. 

KR. SULLIVAN : Yea, air. 

B.M. JR: Thh il from Gaston to me: "Walter Uppmann'a 
general oomaent waa that he didn't think that the Treaaur7'a 
caae had been well enough presented to the public. " 
(Tht Seoretar7 reads to hiuelf Mr. Gut on' a memorand11111 
of NoTtaber 23, attached) 

'ltll, Sllith, I'll keep the original. (Secretar7 handa 
carbon oop7 to Mr. Smith) 

ODt thing I would like a little adTioe on ia thia: I 
haTe been fuaaing, through Colonel Halae1' • office, to 
meet with theae people, Fi rat the7 couldn't come tomorrow, 
and I said George and Barkle7, and aa man7 more as the7 
wanted. Well, I gathered tht7 art inviting all twelve 
membera . I can't back out. But I had intended taking 
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Bell 'lri th me, and Paul and Smith, and anybody 'lrho thinke 
he should come, although I did want to keep it down. The 
main thl.ng - do you think it would be good ball or not for 
me to call up Vinson and aak him 'lrhether he would go up 
with me? It is my luncheon ; I am paying for it. 

MR. SULLIVAN : Who is the oonmi ttee meeting with? 

H.Y.JR: Mostly the Democratic member• of the Finance 
Committee. 

WJ< . G.LST~ : Yes, 

YR. BELL: I haven't been able to get Vinson. He 
ha• been out all day. I haven't been able to get him, so 
I havan•t told him about it. 

H.M.JR: What do you think? 

l!k. BELL: I certainly don't think it will do any 
harm, because he will certainly be called before that 
commit tee and he ought to know what is going on. 

H.l~.JR: Fred? 

Wt. SMITH: I tnink you ought to invite him. 

WR. SULLIVAN: I am Just wondering - you are going to 
try to outline the tax plan? 

H.M.JR: Yea. 

YR. SULLIVAN: Or are you going to spend most of your 
time talking about the necea•ity of the new t ax? 

IU!.JR: Sort of outline it. 

MR. SULLIVAN: I would take him. 

Mlt. BELL: Then you are going to try to get their 
advice? 
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H.U, JR: Yea. Does anybody think we shouldn't? 

l{R. G!STON: I just wonder what good the lunch is 
going to do . Isn' t it just going to make it more diffi­
cult for you to say what you want to aay when you make a 
formal appearance before them? 
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H.M. JR: I don't know, Herbert . I 
of ten years, when you do this thing on 
you don't appear cold before them. You 
bi t more sympathetic audience. 

think, over a period 
a personal basis 
do have a little 

Wt. G.lSTON: Yes . You couldo ' t put it on the ground 
of Just asking them what you are going t o say or T.bat you 
should say? 

~. BLOUGH: i sk them how you can go about persuading 
them. 

(The Secretary places a call to Judge Vinson.) 

H.M.JR: It is too late to decide whether it was 
smart, but to go up absolutely cold against these fellows 
is an awful shock. I have known them for ten years. 

~R. GAStoN: I think it is all right. I think you can 
just tell thmn that you are sticking to your guns on heavy 
taxes. 

H .~ .JR: It will be in the paper, but what the heck -
it will sort of soften them up. Anyway, it ie water over 
the dam - I mean, if I made a mistake. 

, ~{R. SULLIVAN : I don' t see any objection to i t s being 
in the paper, Yr. Secretary. 

l.!R. BLOUGH : I waa a little fautioua when I said 
ask them how to persuade them. I really had in mind that 
you may be able to find out what types of facts and infor­
mation they consider important in connection with this, 
and 1t may help to guide you in the ldnd of state~r.ent you 
make to them. 
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H.~ .JR: I think so. Paul called him up and asked 

him about simplification of thia and t hat thing. Look, 
anyway, I did i t. I think it may soften them up a little .· 
l'lhat the heck! 

MR. GASTON : Did you notice the Herald Tribune cartoon 
this morning? That is worth seeing. 

H.M. JR: No , I didn't . 

Uh. GASTON: It is di rected against the Republicans 
getting drunk on infl ation. It is a good cartoon. It 
is right up our alley. That is one t hing that Ernest 
Lindley called attention to, that the important papers 
are swinging around into our corner on the general propo-
sition of the need for heavier· taxation. · 

Of course , many of them are saying it should be done 
through the sales tax, but not all. 

H.M.JR: Well , I would like to nave a report- -
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(The Secretary picks up phone) Tell Schwarz' office 
I would like to see the cartoon in t oday's New York Tribune. 
Send it do~ to me. 

Give me a report, Bell, op what you have been able to 
accomplish. 

W<. BELL: Well, all of the things that you asked for 
this morning are in Kr. Blough' s shop, and he hta bean 
ing on those three things you asked for . Just what he has 
done, I don ' t know. We didn ' t have any more meetings be­
cause he wanted to spend the entire time - oh, you mean 
the other--

H.M. JR: Yes. 

11R. BELL: I sti.ll haven't been able to get ahold of 
Harold Smith. Wayne Coy was to call as soon as he got out 
of Byrnes' office. That statement was left with Jimmy 
Byrnea, and he was until one t o get him to hold it up. 
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He said be ~ould talk to them as soon as their meeting ~as 
over and call me right afterwards to see if we could get 
toget her on some kind of program. 

I talked to General Richards of the \oar Department, 
the Budget officer. He gave me the background of the thir­
teen bill ion. He said late in June or early in July the 
General Staff went over the ~hole ~ program and they 
decided to reduce t heir personal program from eight million 
and a quar t er do~~ to seven mil lion seven. ~hen they did 
that they called up all of t he service bureaus to submit 
estimates of what appropriations they could get along with­
out for t he rest of thi$ fiscal year. ifter they got t he 
bureaus' estimates, they bad hearings before his group, 
aa a result of which they set aside in reserve about ten 
billion nine. 

They notified the Bureau of t he ~udget of that early 
in September, and going over the matter again with the 
Bureau of the Mudget, they have since been able to increase 
that to thirteen bi llion. 

In their budget estimate of last January, they esti­
mat ed they r.ould spend sixty-two billion dollars t his fis cal 
year, and in Jlly t hey notified the Bureau of the Budget 
and also the Treasury - they have been using their esti­
mates - t hat this estimate would come down to fi fty-six 
billion. That fifty-six billion dollars ia in the aunma­
tlon of the Budget, i ssued on August 1. So that has all 
been 1118de public. · . 

But at that time the Budget Bureau increased the NaYT 
expenditure• from twenty-two oil lion, set out in the Presl­
dential Budget Message of January, to twenty- eight billion, 
which was included in the summation. So, on the over-all 
eetimate there was no change whatever - still retained the 
ninety- seven billion. 

Now, whether they did that to retain the ninety- seven, 
I don't know but the expenditure program up to date indi­
cates clearly that the Navy ia gang to exceed their origi­
nal estimate unlesa they have a sharp reduction from here on . 
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They are on a basis, now, of about twenty-four or fiTe billion 
dollars , and the Armr is on a basis of, well , I should think 
about fifty-five billion, if they spend from here out a• 
much as t hey will this month. 

H.LI .JR: Now are you talking about the calendar year ? 

MR. BELL: Fiscal year, Now the thirteen billion 
dollar reserve has had very little effect on this year's 
estilute of expenditure~ . 'loh&tever effect it has had was 
taken into consideration in the July change in their esti­
mates . 

Senator Byrd and Senator Truman have both been investi­
gating the lar Depart~nt'a huge unexpended balances. 
That has been a little embarrassing to the Chairman of 
the Subcommittee of the Appropriat ion Committee, who baa 
charge of the milita.ry appropriation estimates, He talked 
to Mr. Cannon, the Chairman, and said that they thought 
they ought to do something about it, because what Byrd and 
Truman were doing wa~ a reflection on his committee. 

So he called the \oar Department officials up to his 
committee and rehashed t his whole program that the General 
Staff had changed, also the thirteen billion dollars in 
reserve, and finally gave the figure to the public as a 
saving in ~ar Department appropriations. 

H,),(, JR: Who? 

MR. BELL: Chairman Schneider. That is how it got to 
the public. If it hadn' t been for that, you never would 
have heard of the reserTe; it would haTe been a matter 
between the War Department and the Bureau of the Budget. 

H.LI.JR: Who is Schneider? 

MR. BELL: Chairman of the Military Affairs Appropria­
tion Committee of the &ppropriation Committee of the House -
a subcommittee. 

And that is about the story. 
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H.M.JRz How are we ever going to get tble thing down, 
though'? 

Mlt. BELL: He is dictating a memorandum this afternoon 
which he will give to ua and which will be in such form 
that we can make it public, I told him also to give con­
sid-eration ae to 'l'hether, if we "·anted them to, the Secre­
tary or Patterson couldn' t give it out Friday morning in 
the press conference, He will do that, too. 

H.!tl. JR: Will n have a press conference? 

!.!R. BEU.: I don ' t know. Uaybe if there ia one at 
the end of the week, one might do it, if that is what you 
wanted. He will tell me about that tomorrow morning when 
he gives me the memorandum. I will ·have that before 
twelve o• clock. 

The Kavy said, Secretary Knox said, he never heard of 
the five billion, and no one in hie Department ia authorized 
to ~ive it out. The Budget Bureau said they never heard 
of 1t . They said there wouldn't be any change in their 
estimates unless there was a radical change in their con­
struction program. They aaid they did have under considera­
tion the matter of throwing out some heayY battleships, but 
it would be very little paid on tho1e 1n this year, so not 
much effect on this year's expenditure program. That will 
probably have to wait until tomorrow afternoon before I 
can get anything on it. 

H. ll . JR: ihat is Wayne Coy trying to do'l 

~ BELL: I asked him if he didn ' t want to cons~der 
at this time revising the Budget summation given out 1n · 
suggestion one . ~e have been trying to get ~th all day 
to talk to him about it . He said as soon as he got the 
statement from Byrnes he would call me back. ~e would 
talk about whether we wanted to do i t or not. 

H.M.JR: I think the more light t Lat can be thrown 
on this thing, the less questi ons I am going to be asked, 
and t he more the public will understand. I think that ia 
a matter of public educati on. 
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!JR. BELL: I am not eo sure that you can • t show the 
Senate Finance Committ ee that the expenditures that will 
be made in November, if continued on that basis, will pretty 
much ' reach the War Activities ' estimate, 

UR. GASTON : You have got a net there of - what did 
you say - t wenty-four or twenty- five, plu• sixty-five -
about ninety billions, as against ninety- six, is about the 
way it stands, isn' t it? 

Wk. BELL: No, it is about twenty-five and fifty­
fi ve, which gives you eighty. Then you have a lot of 
other activities - anJWhere from fourteen to 1ixteen billion 
dollars , • hat you had was eighty-eight billion of ~ar 
and llavy, and t hen you had nine billion of Lend-Lease, 
outside of the War and Navy, Maritime Commission, jgri­
culture Department, Treasury, and other governmental acti-
vitiel under the war expendi ture classification. . 

Ml\, GASTON: But these A1'111¥-Navy changes were both 
taken into account in the last summation? 

Y~ . BELL: Yes. The ninety- seven wasn ' t changed, 
but the £rmy and Navy expenditure• were changed. The Navy 
increased to take care of the reduction in the Armf. 

H. ~!.JR: Get this toing - why don't you see if you can 
get Wayne Coy here? (The Secretary placed a call to Wr. 
\ayne Coy.) 

YR. BELL: Would you like to see them revise the 
Budget eummation? 

MR. BLOUGH: Stanley made a euggeetion here. 

MR. SURREY : I was just wondering - t his thirteen billion 
':ill probably be used in the House debate starting tomorrow. 

Wl~ BLOUGH: This could be killed before t hat debate 
starts. 
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~ SULLI VAN: Budget could come out with their state­
men t and let War ana Navy go on and explain it Frid'J. 

l.Ul. H.US: I think Fred Sm1 th '• explanation is the 
one the public can understand easiest. 

H.M. JR: ~hat is that? 

UR. HAAS: He has prepared a statement to be given 
the Senate. In that statement is an explanation of the 
thirteen. I think the way he has handled i t is t he most 
efl'ective way to handle it. 

H.W. JR : This is good. I haven't read it. Do I 
get a copy? 

~!II. SMITH: Yes . 

H.H.JH: Nobody tells me anything. Let's say that 
this is up to the beat Smithsonian style. 

Uh, BLOUGH: It is pretty good, Mr. Secretary. 

MR. ~LITH : I don ' t know - it i s all right with 
Ruea.r<hand Statistics. 

H.Y.JR: I still think t hat Stanley hae an idea. If 
this thing could be put into the hands - this explanation -
of Patman, Who is carrying the fight - the thirteen billion 
explanation--

YR. BELL: This i s the subsidy? 

MB. BLOUGH: No, tomo~ow the House starts debat ing 
the tax bill. 

MR. SUllREY: They finished the eub1idy bill today. 

MR. Bll.L: You don' t mean Patman, do you? 

HJLJR: I mean Doughton. 
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!.ffi, SURREY: Daughton is not on your teaa. 

H.M.JR: Give it to somebody. I didn't know the 
House was in session today. 

llR. BELL: They adjourned yetterday, I t hink, out of 
respect . 

H.M.JR: You publicity fell ows, this is what I t hink: 
I think the quicker we can get out the answer to the thir­
teen billion, the better. And then if they don't handle 
it right, Joe ca.n always come in on the rebuttal. .I mean, 
if we could lay t hat thing, f i ne. Don't you think so? 
If it could be done in the House--
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UR. SMITH : If that would do it. The only thing that 
worries me is that if it gets out as a technical explana­
t ion, it' may not get any attention. I was enthusiastic, 
but you are having a fairly sizable meeting here; maybe 
having Vinson here, .and having a good burial for the thing--

H.M.JR: Yes , but supposing Mr. Stimson and General 
Richards at his side, are ~illing to do it over there? 

MR. SMITH: That is something else again . That will 
get some attention • 

.MR. G!S'IQN: I think if we have any friends in the 
House majority that they ought to be told about this toda1 
so that the1 can deal with it on the Floor. 

WR. ~ITH: I think that is true. 

MR. SUlliVAN: Then t he newspaper feilon v.ill go after 
Stimaon on this thing. 

H.M.JR: Well, the thirteen billion, it is 
to the Budget to supply those figures , isn't it 
leadership up there? 

really up 
- the 

MK. BELL: Either they or the War Department. 
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H.M.JR: If you told Wayne Coy the tax bill ia coming 
up tomo1•row and we. have got thh stocy - you haven' t got 
it yet, though, have you? 

Ml!. BELL: No, except informally . But he was dictating 
it an hour ago ~hen I called him, so he may have i t pretty 
well done. 

H.M.JR: I am thinkin~ out loud - whether that t hing 
coul dn ' t be gotten, well, 1nto t he banda of the Speaker. 

MR. BELL: Wayne Coy is a pretty good politician. He 
has a lot of f riends up ~here . 

the 
and 

H.Y.JR: Tell Wayne Coy to get it into the hands of 
Speaker. !i.e could take General 1\ichards up with him 
the two could explain it. 

MR. BELL: The Speaker wouldn 't make any speech. 
McCormack could. 

H.M. JR: Yes, but you have got to be awfully careful . 
The Speaker would have to invite General kichards to his 
office tomorrow. 

Uk. SULLIVAN: That would be the end of it . Neither 
of t hose fellows prefer big taxes. How about Jere Cooper? 

UR. GAST<Ii : We have got to get socebody in our corner. 

H.U.JR: I personally think it is a deed horae; it i s 
going to get lost and snowed under. I would rather.have 
the thing fresh out of Stimson' s office Friday morn1ng, 
with General Richards sitting at his aide prompting him. 

Mil. SULLIVAN : Could Budget release thie for the morn­
ing. paper? 

MR. ~iiTH: I think it ~ill get lost if Budget does 
i t. Nobody reads anything Budget does. 
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JAR. LINDOW I The Budget summation doesn't have much 
to do with the thi r teen, and will add confusion, I think; if 
there is a reduction in expenditure in the Budget summat ion 
somebody may want t o add that to the thirteen . 

H.L! .JR: I think they are two separate things. I 
think it is up to the &rmf to do the explaining . I t hink 
if Mr. ~timson or Mr. Richards would do it it ~ould be 
bet ter. The earliest that you can do without rushing it 
so fast that it would be spoiled - if you can get around 
to i t Friday morniD6· 

UR. BELL: They probably could do it around tomorrow 
morning, around el even o' clock, and get it in time for the 
session. 

H.M. JR: You mean llr. St imson? 

MR. BELL: I am sure Richards will be finished tamorrow 
morning by ten or ten- thirty. 

H.M. JR: They give it out and say, "Not·Nithstanding 
that the ~ongress only voted two billion dollars . " That 
damna it twice . Now they get it down and finished; it 
goes down with the bill and it i s drowned. Now all the 
newspaper people are going to write, ~ell, t he Congress 
was wrong. The;y should have gotten more. " Then we come 
up with fresh infor1&tion that the thirteen billion isn't 
r ight, and I think the papers will back us up t o the tiMe 
I go up and ask for the ten am a half. I wouldn't do it 
for the la;ya and Ueane. After all, it isn't our resoonsi­
bility, anywa;y. I t isn't as though they were wi thhol ding 
information. 

11R BELL: They are not going to pay any att ention 
to it on the Floor of the House. 

MR. SULLIVAN : They have a rule; they couldn' t pay 
any attention if they wanted to, under that rule. 

H.M. JH: Gentlemen, · I would not give it to the Rouse 
tomorrow. It just goes down under an avalanche. Does 
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anybody disagree with me? Herbert, h'an I sold you? 

MR. GASTON : No, not completely, I think there should 
be somebody on the Rill intelligent enough about what 
appropriations mean so that they could ridicule that thing 
when lt comes up. If he isn' t going t o have any chance to 
talk about it, that is another thing. 

!.IR. SULUVAN: I. chance to talk, but not to do any­
thing about it. 

H.M.JR: Herbert, it is going to get snowed under. Do 
you !lind if I do it my wq 'i 

MR. GASTON: No, that will just give me a chance to 
say yaa, yaa t 

H.M. JR: The way you always do - - not. (Laughter) 

All r ight. Then we are waiting for 1\ayne Coy. You 
(Bell) are going to talk to him about the summation. You 
are going to tell him what is doing on the thirteen billion? 

MR. BELL: Yes, he kno~s , 

rt .M.JR: We are trying to do the thing now, and ~at 
we want to do, instead of having him do it, or having 
~. Byrnes do it, have Yr . Stimson do i t . Ia that right? 

Ilk. BELL: Yea . I .. auld be inclined, I think, to leave 
the SII!IIt&tion alone if we are going to tackle the thirteen 
billion on Friday morning. 

H.M.JR: I will be satisfied. 

~ HJ.AS: The Budget esti mates are not in bad shape 
in terms of this conversati on you had today. 

lm. BELL: J. lot of things can happen. 

(Mr . Bell he.ld a telephone conveL•sation with !.!r. Vjayne 
Coy, aa foll ows:) 
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llove~~ber 23, 1911-3 
11-:JJ p.m. 

Rallo . 

Wayne, have you got any more inforMAtion! 

Yeah, I've got the deck cleared. 

Oh. 

Just like a one-armed paper hanger though. 

You don't know vhat to dot 

Well, I 
Harold. 
h1m. 

Uh hub. 

Just this minute got back and talked to 
I've just had time enough to talk vith 

But I go t Jimmy to go along w1 th me on the thing. 

You mean tor him not to release anything? 

He's not going to release anything. He thought he 
might have something to eay about it in hie Preas 
Conference after Harold released it here. · 

Uh hub. 

Which 18 all right. Be 1 d have th1e -- h1e approach 
to it ie thie: he's been worki ng to get the Army 
and Navy to make out-baolta in their program vbere 
tbe;v have an overoroduot1on like in eiD&ll-arme 
auuni t1on or a eiaal.l ehip program ot the Navy, and 
aubet1tute tor that other th1nge vh1ch are nev items 
eo that :vou don 1 t get an infiated program. 

Uh huh. ,# 

And he'd approach it from t hat angle and eupport 
the thing, which 18 all right. That talle right 
into the pattern. 

What would you think ot havin.g Secretary Stimson 
g1ve out a statement on tbil '13 billion? 
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Well, uh •.•• 

I t hink they can give out a good one. 

They oan? 

Yea. 

I aaw a s tatement t hat t hey'd prepared tor 
Jimmy on the thi~ dated the 15th and it'e 
pretty bad. Here a the trouble with it, Dan, and 
I'll show you why they can't do i t and t hey Just 
oan 1 t get it through their heade. They show 
savings 1n their oonetruction program or a billion 
dollars. They show savings in their supply program 
of about rive bi llion dollars; total savings or 
six. Well, hov, that runs !rom today to the end 
of the war, you see, in terms or their supply 
program. 

Tha t 1 s all to the good. 

Which -- what? 

That's all t o the good. 

Yeah, but t hey don ' t -- t hey don 't spell that 
out at all and these fellows over there -- I 've 
talked w1 tb him about i t this af t ernoon -- with 
Jimmy-- t hey-- they're inclined to say that's 
next year, this f i scal year, you aee? In tact, 
it ian 1t. 

No, I understood t hat they are or the ooinion that 
the $13 billi on does not materially atrect 19114 
expend1 tu.r ee. 
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Well, it vill arrec t it some, as you know. 

Well , not any more than what they have already 
taken into considera t1 on when they subm1 tted to 
you a 856 billion progr am tor your Budget summation. 

No. 

It's all i n there. 

Yeah. That's right . 
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So that there' a been no obange 1n the p1oture 
einoe the $13 b1111on waa made publ1o. 

Wh1 -- I vaa just th1nlr.1ng out loud w1 th :you, 
beoauae the Nav:y'e involved in th1e picture, too, 
ae well as the Army, except that the:y haven't 
gotten the publ1cit:y about it. 

Well, the;y told me over there the;y d1dn 1 t know 
anything about the $5 billion. 

They d1dn 1 t? 

That's right . Seoretar;y Knox aa1d that be didn't 
know who gave 1t out and no one around there knew 
an;yth1ng about it. 

Yeah. 

And the;y had no intention ot eaving $5 billi on. 

Well, what I thought that I'd do here wae get our 
people in in Just a tew minutee and go over the 
thing with them and la;y out tor. our fiscal people 
the preparation ot a statement that the Director 
could ieeue, wb1oh would, in effect, be a revieion 
of our summation. And I talked with Weldon Jones 
a t noon tode;y and he saya we oan have that prepared 
w1 thin forty-eight hour a, be wae eure. 

Uh-huh. ' . ..... 
Then it mlght. be possible that that could be 
supplemented b;y a statement trom Stimson which 
would reintoroe th\ whole damn buaineaa. 

Well, General Richards ia preparing auob a statement , 
gi 'fing the background of t he il3 billion and what it 
meane in terms of expend1turee. 

Yeah, at wboee requeett 

Mine. 

At youret 

Yeah. Beoauae I thought maybe we had to uae something 
before the Senate Finance Committee on Monday. 
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Well, I'll tell you, Danny, a ny s t a t ement tha t 
R1oharda pr epares that we don't have a l ook at 
and aee what it ia and what it meane in terms ot 
our own tigurea, we ma.y be Juet raising hell v i th 
1 t. 

You oan see it. 

8eoauee, I've Just seen one that he prepared tor 
Jimmy whiob is just "as oook-eyed ae can be . • ..• 

Uh hub. 

••.. in its implications and I would just Jump 
right down his neck it he gave out a statement 
about their expenditure p rogram without consul ung 
vi th ua about it. 

'l'his is just on the $13 billion. 

Ub hub. 

No t on their total expend! ture program, other than 
what they have already given you. 

Even then, I 'd want to see it. 

They were going to explain why the $1J , billion and 
how it came about and at the present time they see 
no reason tor changing their expenditure program 
they eubm1 tted t o you i n August •... 

Well , that 's ••.• 

•.•. a a part ot your summation. 

He aay get a very good statement. You know, we 
had $11 billion ot thie in there tour or tive weeks 
ago. 

Yeah. ~t'a what he said. Firet ot Sept ember you 
go t H. 

Yeah. 

'II ell , could I 
t1ret thing' 
ready, and we 

eee you 
As soon 
can all 

tomorrow morning then, t he 
as Gener al Richarde gets 
sit down together. 
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Yeah. 

Would t ha t be better! 

Yeah. Yeah, I'm tree except at 2:)0 tomorrow. 
I ' ve go t one date. 

Uh huh. I'd like to do 1t in the morning i t I 
could. 

All right, whenever 10u get in touch With him, 
you give me a ring and we'll all sit down together. 

All r ight. I'd like to. 

And then I -- atter I get Weldon and hie tellows 
to work on a statement tor Harold here, I want 
you to see that, too. 

All right. 

Because we don't want any statement going out that 
doesn't support your position here. 

'llould you contemplate getting somet hing out by 
Friday? 

I would plan to have it to release Thursday night 
for the Friday morning papere. 

That'd be swell. 

That would just t1t.your schedule. 

Juet exactly. 

That' a what I thought and that1 a what I'm goi ng to 
tell them 1s tJY echedule on it. 

All right. 

Okay, Dan. 

I'll call you i n the morning the t irs t thing. 

All right. 

Bye. 
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H . ~ .. .rn: \.e have covered a lot of ground. Herbert, 
u a1•e not in the position, intellectually, to give it to 
the Congreea, because, after all, it 1a up to the Bureau 
of the Budget. That ought to ease your Oregonian 
conscience. 

MR. GAS~ : That ia right. 

H.M. JR: Willamette Valley. 

!.IF:. GAS'roN : Yes, and Puget Sound, 

ll .Y.JR: Beautiful val ley. 

ill.. G.lS'lUll : Both. 
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H.M.JR: We!l , I t hink we have made real progress, and 
I feel thia way, that once you get that, it still gives us 
time. 

Then you feHows ·- I would raise the questi on that we 
want to re-examine the so-called gap, see - as between 
Budget and our.u!, so that we are t ogether on that. 

MR. BELL: I think we are in excel lent shape on the 
gap because t he f i gures you have used have been around ninety­
four or ninety-five billions. He had been using the f inancing 
est imate and they are anfully cl ose now. And in your prepara­
t ion of those estinates you consult wi th a lot of people, 
among othera, Colm, don' t you? 

llR. LINIX>W: Yes, that ia r ight. 

MR. HAAS: Colm ia comin~ over t o aee me tomorrow at 
three o• clock. \;e can checicw1 th him at t hat time . 

H.M.JR: I feel better tonight than I did. I think 
we are making a litt le progress. Thia was the damnedest 
t ning to go up against , thia thirteen bill ion dol l ars. It 
seemed unanswerable . If I could p at offer this much advice, 
the more light they can throw on the Budget, the better I 
am pleased, see? You can aee they don' t like the Army. 
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Now, this is tne Budget's job. I£ they want to do it at 
press conference, I would te.Ll them for God• 8 sake to 
have a careful press <D nferenoe. 

Mlt. BELL: Afte r 
financing estimates . 
that. 

all, we have to have our contacts on 
We don't go through the Budget for 

H.li. Jk: No . Well, I think now, Roy, you have got 
three things in the works . 

us I 

!lit. BLOOGB: Thas e three charta you asked for this 
morning; the sales tax chart showing the break-down by 
necessities of various kinds; the chart showing the taxes 
as a percentage of income for various classes of incomes; and 
a chart on the nine million taxpayers. 

(The Secretary held a telephone conversation ~ith 
Mr. Fred Vinson, as follows: ) 
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HV.Jr: 

HJ.!Jr: 

Fred 
Vinson: 

HMJr: 

V: 

!w.Jr: 

V: 

H~!Jr: 

V: 

HHJr: 

V: 

HMJr: 

V: 

HMJr: 

V: 

HMJr: 

V: 

Hello. 

Judge Vinson. 

Hello. 

Hello, Henr y. 

How are you? 

All right, sir. 

November 2}, 1943 
4:41 p. m. 

Fred, I, through Colonel Haleey'e ottice, asked 

116 

tor an opportunity to see ae many ot the Democratic 
members or the Finance Committee as possible tomorrow, 
end I told them I'd like to have t h em t or lunch. Well, 
he fixed it up in Halsey's ottice. They j us t l et me 
know .•. . 

Xes. 

••. . for tomorrow. And I'd be very pleased i t you ' d 
go a long with me. 

Well, Henry, I don ' t-- I don't believe I oan. I've 
got -- I've got this coal business that's goi ng to 
take me day and night .... 

Oh • 

.•.. putti ng the ? rice on coal and some ot the mines 
are shutting dovn. 

I see. 

And I've go t to get that out. Then, I don't know that 
I could add anything to what you would eey or do except 
Jus t to backetand you. 

Well, that's what I want. 

I ' m ready to do that any time or any pl ace. 

Well, I Just want to let you know you 're welcome. 

Well, that's might y tine but I believe that -- ub 
another thing it I got up t here, why, they might want 
to t alk about some other things. 
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(Laughs) I see. 

(Laughs) Sometimes when you're not around, why, they 
can't talk about t hem. 

Well. ••. 

They've been wanting me to back up on this wage-- uh -­
railroad business, and I don't know bow I could back up. 
I've already decided it .•.• 

Yeah. 

••.. and it looks to me like I 1 ve lost jur1sd1ction 
or it. 

'lell, we -- I'd like to keep you posted up to the time 
I go up there. 

Well, that's tine. 

'II ell, Bell has been working 
the question ot getting out 
answer to the $13 billion. 

Yep. 

all day with Wayne Coy on 
a new summation on an 
You see? 

He just got through t alking to 'tlayne Coy and - - who' e 
come t o an understanding W'l th Jimmy Byrnes. 

Well , I tms over there when Wayne was talking to 
Jimmy and me. It was after the War Hobllh.ation 
Commi ttee meeti ng. 

Oh, good. 

And Wayne told me about t he conversations •... 

Good. 

•... and I was particularly strong that t he debt 
situation would be stressed. 

Yeah. 

Present debt and debt as estimated as ot the end ot 
the tieoal year, because that seems to me to be the 
material figures as to the question ot tax program. 
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Rlgbt. Well -- ub • •.• 

You agree to that, don't you? 

Oh, yes. 

And our statements that we made betore the Committee 
stand because it don't make any difference how much 
they eave. 

Yeah. 

What they need to do is to pay some ot this debt 
while they've got the money and at the same time 
keep the house trom burning down. 

na I 

Wel l , trom what Bell tell s me and whe t Wayne Coy told 
him, I reel that t hey can expl ode that $13 billion 
thing. 

Oh, yea. That' a phoney ae tar as •... 

Yeah • 

•... aa the tax p roblem is concerned-- or the inflation 
problem, either one. 

And Wayne Coy has p romised ue the t he 1 d get it ou t 
not later than Thursday night •.•• 

Well, tha t's tine. 

••.• which would be helpf ul all around. 

That's right. 

And-- because-- but it 1 e really the Budget's Job, 
I think, to do that. 

Well, that -- the way I recall 1 t, 1 t was lett tor 
Wayne and Budget to prepare 1t. 

Well, 1t1 e in the way. 

Yep. 

Well, thank you. 

All right, Henry. 

Bye. 
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H.M. JR: Here they -,ere , fighting to get into the tax 
thing, and now it doesn't look so good. \\ell, I invited 
him uo t o lunch with me, but he is too busy and he is 
afraia they might ask him a lot of questions about other 
things. He doesn' t want to go up. 

(Mrs , Klotz entered the conference,} 

u s I 

H .~ . JR : I asked Jimmy Byrnes to help me and come over 
to lunch •ith Vi nson. He is too busy. He r.on' t bother with 
the tax bill . It is all to the good, isn't i t? (General ,. 
assent ) 

I had Nathan here and he made a suggestion that I 
don't know whether it was good or not, but I pass i t along 
for what it is worth. He says he thinks that if we would 
ai.nply say that these nine million people, or however many 
people are going to be excluded !tom paying an income tax -
their income amounts to so much; let ' s say it is tv.enty or 
twenty-three million ; deduct that from the total nat ional 
income and say t he rest of i t is taxable; and talk in 
t erms of one hundred and twenty rather than in terms of 
one hundred and forty- five, when twenty-three of it you 
can ' t tax, anyr.ay , \•,ell, I am t hrowi ng it at you. I don't 
know whether it is good or not . They are talking about 
four-fifths of the people in terms of one hundred ana forty­
five billion. 

U.~ GASTON : He is talking about the tax base you are 
eliminating rather than the number of people. 

llJ{ . JR: I think it is an interesting idea. I am 
tnrowin~ it at you. I think he said four- fifths of the 
income 1s among five thousand, They say four-fifths of 
one hundred and for ty-five billion when they should say 
four -fifths of one hundred and henty-odd billion. 

MR. SURREY: I thi nk the whole thing has to be explained, 

loUt. BLOUGH: Would it be all right if I called Nathan 
and had him explain it to me? 
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H.M. JR: Do you (Smith) see any reason why not? 

t.Ut . SI.IITH: No, I don ' t . 

H .~'! . JR: No, I think he would be complimented. 

120 I 

liR. BE IL: I think the debt thing Vinson mentioned is 
important. You will have a two hundred million dollar debt 
at the end of this year , whatever you do . They ought to 
be a little worried about that regardless of the change in 
appropri at ion and expenditures. 

H.li. JR: Did you say anything about tbe debt? 

MK. SMITH: That is wbat it ia all about, just concen­
trating on the two hundred million you got backed up, and 
to hell with what you get cut off of from now on. 

H.M.JR: Did you find an ything about Mr. Mellon and 
~r . Coolidge? · 

Mh. SMITH: I haven ' t yet. Shere was l ooking for Paul. 
I haven't heard from him. 

MK. BLOUGH : 1 baven't checked on that. I don' t know. 
They haven't reported anything. 

H.M. Jk: Well , I think this is all r ight. Now, here 
is the point ; y;e are maki.ng s teady progreaa . I am going 
to Secretary Hull 's at nine- thirty. I would ~ike awfully 
to have another meeting at eleven with this group. So, 
if you could tell General Richards, and I think you ought 
to tie up iayoe Coy wi th an appointment the first thing 
in the morning, and be ready for me at eleven. 

JIR. BEll.: I Y:ill. 

H.M. JR: This has been a good day. I am going to get 
a good statement from Roy, now, t hat will be really some­
thing! 
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< November 2S, 1943 

MEMORANDUM 

To : Secretary Yorgenthau 
From: Kr. Gaston 

I talked to Wal ter Lippmann yesterday and to 
Ernest Lindley today. I have an appointment with 
Raymond Clapper for tomorrow. 

Wal ter Lippmann's general comment was that he 
didn ' t think that the Treasury's case had been well 
enough presented to the public. He asked about the 
nine million taxpayers whom we propose to excuse, in­
dicating that he thought that the weakness of the 
Treasury's case lay there. When I explained to him 
who these nine million were and that there would still 
be more than thirty-five million taxpayers left and 
that 53 per cent of our additional taxes were in the 
brackets below $5000, he seemed impressed. He asked 
me our arguments against the sales tax. After I had 
summarized them he agreed with us in our opposition 
to the sales tax. 

Ernest Lindley thi nks that in your Senate 
appearance you should concentrate on the general argu­
ment for substantial increases in taxes both on the 
moral ground that we ought tof81 al l that we can afford 
to pay now and on the ground of prevent ing inflation. 
He was strongly im?ressed with the strength of the 
argument that it w1ll be unfair to saddl e the returning 
soldier with a greater debt than is absolutely necessary. 
He thought that instead of presenting the same detailed 
recommendations for new taxes that we presented to t he 
House the plea for new taxes ought to be general and 
that we should indicate a receptive attitude toward 
any substantial taxes the Congress sees fit to impose. 
He thought that we ought not to take even a completely 
unyielding attitude toward the salsa tax but should ac­
cept a p.roperly modified sales tax, but only if it were 
a minor pert of a program yieldi~ very substantial new 
revenue. He thought the Congress1onal argument against 
subsidies could be completely turned on them as incon-
sistent with their attitude on taxation. ~ 

) 
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INTERDD'AR'TloiEHTAL WAR SAVINGS BOND OOMM !TnE 

WMHIHCJTON 

miiill IWI LOAII DJU VI 

'1!1111 Gift IIOUIII 

!ho Pro1id..,\ • • •• • ••• oo oooo• • . 5, 000 
Kr. Caeq • • • ••... . ... .... .• • • 10,000 
Mr. L&t \a • • • • •• •• •... . ••••••• U , OQ() 
.U.i ral I. NobJ ••• 0 0 0 0 0 0 0 0 0 0 0 0 0 4. 000 
Mi 11 A4a I . 111\h •• oo••••oooo 2,000 
Mre. IDoaeY• l t........ ... ..... 800 
Jude• Boeeaana • • •.....••••••• 1 , 200 
.U.iral • rovn • ••.•••• oo•••··· 1 ,000 
Mr . I U 11 •·........... . ...... 1,000 
Mr. krl7 • • . . . . . . . . . . . . . . . . . . 500 
Mr1. !ho~ooa •• • o o o•o•••oooo• 500 
Mr. Mcl AtTre • ••••• •o •••••oooo 500 
Mr. Bopkia1 • o •••••• o o ••••• o o o 225 
M.r. Currie • • • • . . . . • • . . . . • . . . . ~ 
Gcoral Watooa . . . ... .. 0 0 .... oiJs,m 
.Ul otbor •• ••• o o o •• o o 0 o .. o... JQ4 

~Ad purcho1o1 ( oooh 
ad PIT-roll al1otaaat .!38, 4ij 

~QO\a ••••••• $6,167 

Poroctaco of q""t& • • o o 624.0 
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TREASUR'f B!LI1l 

!loy. 26 !loy. 18 HPY . 12 ~ 

ofl"erod ••••• 0 •••• 0 •• • ••••• $1,000 II $1,000 II $1, 000 II $1, 000 II 

terdor., .................. . ~ @) 1, 247 1, 14.3 

•t flxocl r•te ........... 78 74 76 67 

.)60~ . 297$ .34~ • .3.36:$ 

r t• ......................... • .376 . )76 • .376 • .376 , .. 
... t. •••••••• ••• ••••• 0 •• •• • J76 .)75 .J757 . 375 

1n ·:.,w York 0 0 • 0 •••••••• 0 •• $684 :.: $627 II $642 II $535 II 

lnC iC'tf'O ••••••••••••••• 0 75 12Q 120 159 

in Snn Fro no boo •• • 0 • •••• 0 81 61. 74 74 

unt in b•· t.nee of country .... . 160 180 155 232 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASH INGTON 2S 

t.ovcmbor 23, 1943 

::L110RA .. 1llr.' TO THE SECRETARY : 

mhore is submitted herewith the weekly 

rerort of Lend- Lease purchases . 

:'or the rur pose of assisting in x::aint aininb 

the ·::.xi:uw.• r roduction ol' steel, 1"10 '.ave been re­

'jt•i red by the 1ar Froduction oerd to a.ccept , for 

the account of Lend-Lea.se , so. •O rre, iu"' cost r r o­

duction of steel. Thi.s rr~ctice is beins discon­

tinued by I: he 'va.r Production Posrd llS of Decer· ber 1, 

1943 . 

rlf.~ 
Dir ec r of Procure•ent 
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...... LEND- LEASE 

TREASURY DEPARTl.!SNT, PROCUR£!.:Kl't'T Dl VISiot; 
STATEl.!ENT OF' ALLOCATIOl:S, OBLIGATIONS (PURC!iASES) A..liD 

DELIVERIES TO FOREIGN GOVERW..IEN'fS AT U. S. POR'fS 
AS OF NO~~ER 17, 1943 
(In Villions of Dollars) 

Administrative 
Total u. }(. Russia China E~enses 

Allocations ~3974 . 6 $1977.1 $1558.2 $109.8 $11 .0 
3974. 1) (1977.1) (1557 .9) (109.8) (11.0) 

Purchase Author iza- $3253.8 ~1713 . 7 ~1305 .2 t 43. 8 
tions (Requisitions) (3242.4) (1710. 1) (1296.2j 43. 7) 

Requisitions Cleared 
for Purchase 

$3158.2 
(3156.9) 

t l l\62. 7 
1660 .9) 

t 1280. 8 
1278 .8) 

r43 .4 
43 .4 ) 

Obligations $3040 .5 ;>1631.3 ~ 1229 .6 ··43 .3 t8.4 
(Purchases) (3038 .3) (1628 .8) (1229 .2) t43.3) 8 .4 ) 

Deliveries to Foreign $1464 . 7 ~1010 . 9 ~412 .9 ~h).8 

Gover~ents at U. S. (1436. 7) (991.0) (405.6) (19. 7) 
Ports* 

Miscellaneous & 
Undistr ibuted 

t318. 5 
318.3) 

$1\ll.l 
(192 .4) 

~171.3 
173 .8) 

f l27.9 
128.6) 

$21.1 
( 20.4) 

*Deliveries to foreign goverfu~ents at U. S. Ports do not include the 
tonnage that is either in storage, "in- transit" storage, or in the 
port area for which actual receipts have not been received f r om the 
foreign governments . 

:\ote : Fi{'"Ures in parentheses are those sho.Jnj on report of Xovember 10, 1943 . 

- - - . - ....__ --· . - - - ,; 
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EXPLANATION OF DIFn:RENCES . 

-- . 

The reductions in Purchase Authorizations, 

?.equisitions Cl~~red and Obligations in the 

iecellaneous Column are a result of adjustments 

of requisitions estimates to actual contracts. 
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FROM 

TREASURY DEPARTMENT 

I NTII OfFtCI COMMUN IC A TION 

Secretary Morgenthau 

Randol ph Paul 

Re: .A.rgent ina 

DATE 

NOV 23 1943 

On Saturday , November 20, John Pehle attended for 
Herbert Gaston, who was out of the city, a meeting of 
t he Censorship Policy Board of which t he Postmaster 
General is Chair man . Vice President Wal l ace was present 
at the meeting and made several remarks concerning 
Argentina. These remarks were made in t he course of the 
discussion with regard to the ter minati on of ~neorship 
as hostilities cease. The Vice President said t hat al- ~ 
though he recognized that censorship must stop with the 
end of the war he thought we ought t o bear in mind that 
Argentina and the Fascist tendencies which the present 
government has shown may be a problem t o us even after 
t he war . 

In view of t he Vice President's feelings on this ) 
matter you may wish to discuss with him the Treasury ' s 
views with respect to the freeEing of .A.rgentina. 
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TREASURY DEPARTMENT 

INTalt OI"'''C& COMMUNICATION 

TO Secretary Yorgenthau NOV 23 11M3 

,_,. Randolph Paul 

SUbject : Transfers of Argentine Funds. 

I ru:1 informed that during t he week ending November 20, 
$1,727,000 was transferred f r om Argentine account to the 
tccounts of other countries, including Sweden, Uruguay, and 
cru:ru:.a, and t hat $6, 220, 000 was t r an.sferred from Argentine 
ucco~•t to t he Central Bank account. 

I am further informed that the third shipment of 
,1,250,000 of Argentine gol d , f ormerly hel d by the Federal 
).escrve Bsnk of lle1' York f or Central Bank accoWlt , left 

131 t.--

::e\. Orleans for Argentina early in the morning of November 15 
on tl.e SS Iguazu, and that t he fourth shipment of $1 ,250,000 
of such ~:old l eft New Orleans for Argentina ear ly in the morning 
of t:ovember 17 on t he SS San Juan. 
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ror yolll' 1DlorMt1Gil tho Frcoh lol'th .Urlou. author1t1oe 

nqueettd 011 Ootobol" 16 that $1,400,000 bo tru.lferro4 tra tho 

&oooWit in tho n.o of •rruorlor Gllleral .&laX i tatl 1l:l11 clu 

Ca.ih Fruoala do la U'bol"at1Gil Batlou.le - Gllleral uo-t• 

to J. P. Korea & Co.p&IQ', Iao., tor tho pvpooo ot prnlcllDg 

!llll.lla to .to ~ta to prnontwo ot tho ll"aoh GoTot'IIMilt 

7~ Loan clue DHtablr 1M8 whlah wore a..- tor reduptiou on 

Dto•bor 1, 1M3. 'l'ho State Dopartaant hu obJootod to tho ueo 

ot auoh fUilcle u.a hu roquoot.a that thl tranato~ bo danltd and 

1111tud baa roquoeto4 that t\mb for thl pvpoao of 1 o"iolD.g 

thla b1ue \o 11141 aftllalllo 111 Urootl TO liolllll fra the 

aocOUilt with the fpaoh -....lou. Benklnc COPpOratlon, l'ln York, 

of tbo fOIWel" 1l"e110h GoTil'tiiUilt ill tho ~ ot •Palulo Gonualo 

.lUJ ltata taUa. • Jla ... orimao with thl roqunt of thl State 

Dop&rt.ent, !Pawa1 11 alllppl"nlAc tho traufor o! tba !forth 

.Url oan fun41 u.4 11 41HoUJI& tho uooll&rJ tl"'lla!or bam tho 

!oraer Frenoh GoYOI'IIURt aooCIIIIlt ill tho uu of •paiorlo Gcoralo 

.luz Etat1 Unla.• 

.lOFox: JIPehle;rd 11/6/43 
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TREASURY DEPARTMENT 

OAT& NOV 23 1943 

TO 
secretary 1:orgenthau 

Randolph Paul 

on October 15, 1943, the French North African authorities 

requested permission to transfer from their funds in the United 

States $2,400,000 to J. P. Morgan & Company, Inc . , New York, 

for the purpose of providing the balance of t he funds necessary 

to service on December 1, 1943, the French Government 7% loan 

due 1949. The French North African authorities may have de­

sit•ed to utilize their funds for this purpose for political 

reasons . For the same reasons the State Department has objected 

to the use of such funds for the servicing or this issue and 

has requested Treasury to deny the request of the French North 

.'Jrican authorities and to issue an appropriate directive trans­

ferring funds f rom the account of the former French Government 

i~ tho name of •paierie Generale Aux Etats Unis" for the purpose 

135 ! 

of servicing the issue on December 1, 1943. 

The necessary directive, the letter from State of November 19 

a.nd our proposed reply, together vri th a vrire reporting this situation 

to Hoffman, Treasury representative in North Africa, are attached 

for JOUr approval. 
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G1Yen out b7 Kr. White at a preaa oont. 
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Novecber 231 1943 

STATEME!fl' BY SECRETARY I.IOOOOOIIAU• 

l'll>en the Treasury made pllblic the tentntive proposal for an 
Intel'!llltionnl Stabil:l.zation Fund1 I said thet we wore studying means 
of encol\racin& ond facili tating internaUonal invost nent for reconstruc­
tion and dovelopcent. A few weeks aao I nppeared before the Con::ressional 
comitteea and s=ri:>ed for tllon the principles which we believe should 
guide us in the establishloent of a lllited Nations Banlc for R.aconstroction 
and DevelO))CO)nt . 

Tho technical staffs of the TreasU17 and other interested departoents 
and <lS•ncies have new prep<ll'ed a tentntive !)roposnl for such a B:mk. 
This tentctivo proposal is beinc sent to the Finnnce !!1nisters of ths 
l.hlted 11at1ons and the countries associated tlith theo, for consideration 
and for study by their technical starts. The Finnnce llinisters have been 
informed thllt thio tentetive prO!)ooal does not l'epresont the ortioial 
viewe of thie Government but it is nn indicntion of the views held by our 

tocmiccJ. staffs. 

Tie ore releasing for publication the tentative proposal for a United 
!~tiona Bonk for Reconstruction nnd Development ond a covering Eemorandum 
on the pro1>lom of international inveetment. These two documents, sent to 
the Fin'lllce l1:1nistero

1 
nre beins released to anlat that~ avaUable for 

pllblio discuss!bn. It is our 1nter;tion to discuss tho tentnti ve proposal 
with business, bonking ai¥1 othsr intcre•ted groups 1n this country. 

Tho techntcnl staffs o! the Trell8Ul'"/ lind other dopnrtrents o! this 
Govemaent <.re of th> O!)inion tho.t e.n Intornntionol St.cbll1.,ticn Flmd 
o.nd a Bonl< for Reeonstnction nrd Dovelopaont could h>lp provida a sound 
financial foundlltion on 'JI!lieh private enterprise can buUd " proi!Jl"rous 
world econoey, 
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A United Nations Bank 
For Reconstruction and Development 

One of the important international economic and financial 

problems which will confront the United Nations at the end of 

the war will be the unprecedented need for foreign capital. 

In the areas devastated by war or plundered and ravaged by 

the enemy, factories and mines, public utilities and railroads, 

public buildings and public works will have to be repaired or 

restored . In all of the United Nations , industries now pro­

ducing war goods will require capital for reconversion to 

peacetime production. Finally, in many areas of the world, 

l arge investment will be needed for industrial, agricultural 

and commercial development. 

Countr ies whose productive capacity has been seriously 

impaired by war will find that their industries cannot pro­

vide the capital goods and their people cannot provide the 

savings they require for reconstruction. !lost non-industrial 

countr ies will of necessity be dependent upon foreign invest­

ment to acquire the funds for the purchase of machinery, 

equipment, and other capi tal goods for development . And even 
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in those countries nhere a considerable part of the need for 

capital can be met locally, there will be so~e need for foreign 

capital to supplement the funds that can be raised at home . 

With the return of an assured peace , private f inancial 

agencies may be expected to supply moat of the needed short­

term foreign capital. When the shipping situation is improved 

and peacetime ineustry here and abroad has recovered, many •' 

business f i rms will be eager to sell their products abroad 

on reasonable and even generous credit t erms . And banks 

likewise will hasten to expand their foreign business, reopen-

ing and establishing branches abroad, and assisting in the 

financing of internat ional trade . 

It is not unreasonable to ho!'O that with the return of 

peace there will also be a gradual r esumption of long- term 

international investment, particularly in the form of the 

establishment of foreign branch plants and the acquisition 

of shares in established foreign enterprises . With the 

growth of confidence in monetary stability, foreign invest­

ments will gradually assume the form of publicly floated 

~ loans to governments nnd· municipalities , and to public 

utilities and other i ndustries . 
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This flow of private capital to war stricken countries 

17ill be encouraged by an adequate program of international 

relief and rehabilitation which helps to quickly restore to 

a working basis the economic life of those countries . 

Another, and possibly even more important, stimulant to 

foreign investments, would be the · existence of an interna­

tional agency, such as the International Stabilization Fund, 

designed to promote stability of foreign exchange rates end 

freedom fro~ restrictions o~ the withdrawal of earnings. 

Such an agoncy could do much to enhance tho attractiveness 

of foreign investments . 

While there will undoubtedly be substantial 11rnounts of 

long-term foreign investment even in tho early P?stwar period, 

the flow of capital t o countries greAtly in noed of foreign 

capital is likely to be inadequate for many years to come. 

Private capital will understandingly hesitate to venture 

abroad in anything l ike the required volume. I t has 

suffered too many losses from war , f rom depreciating cur­

rencies, from exchange restrict ions , and f rom business 

failures and defaults. There is little evidence to 

justify tho hope tha t in the years immediately after the 
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war investors will lend thP. large aUJ!Ia th.it can be 

econo~ioally used in foreign countries. 

Obviously, it would be desirable to encourage in 

every way, the provision of capital for productive pur­

poses through the usual pr ivate investment channels , and 

to tho extent that private investment is inadequate, to 

provide supplementa l facilities. Tho problPm is funda ­

mentally an international problem And only an interna­

tional governmental agency equipped with broad powers 

and large rP.sources can effectively P.ncourage priv~te 

capital to flow abroad in adequat• amounts and provide 

n part of the cnpi tal not otherwise avRilnble . 

Tha priJMry aim of such on agenoy should be to 

encourage private capital to go abroad for productive 

' a investment by sh~rin;; the risks of private investors am! 

-

by participating with printe investors in large ventures . 

The provision of some of the capital needed for reconstruc­

tion one development , where private capital is unable to 

take the risk, is intended to remain secondary in the 

operations of such an agency. It should, of course , 

scrupulously ovoid under taking lo8nB thnt private investors 

are willing to make on reasonabl e torms . It should perform 

only that pnr t of the t ask Vlhich priv~te capital cannot 

do alone. 
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Th~ need for foreign capitAl will b~ so crrat anc the 

provision o-f adAquatr CA:_>ital so il'lport~nt thAt it would be 

extro.l'lcly shortsighted to neglect thif ureont i nternntional 

problol'\ . If private capi ta l should sufficr thoro would 

then bq little for an intcrnntionnl nr;oncy to do , beyond 

cnco~:rnging private investl'lent. If, hownver, private 

capital noro to prove unable fully to I'IOOt thA ncPds, then 

such en internAtional agency ~ould be nblq to fill the breach 

until priv11t" cap:. tal a;ain flo11cd freoly ~nd the demanc 

for fore ign capital throu~hout thr- world becRmc l ess urgent. 
I 

It :.s il'lpe.rAtivf' t l at 1·:r rocogniz,. th~t thn investment 

of productl.v~ cn pitul in und r.volopcd and in capital nredy 

countrirs J!lrans not only U·at t hosn countries l'lill be abl e 

to supply at lov1cr co~ts r1oro of th" goods th~ world ncods, 

but thAt they nill at tho Sll:'l•' tiM: brcorm better narkcts'­

for tho world's GOods. By invostin~ in countrios in nond . 

of capitftl , the lcnc!inr; countries , .thrr~forc, help then­

selves as well ss th'l borrowing countri••s . If the capital 

msd<t evailablo to foreign countrios would not otherwise 

havo b~on curro.ntly ~mploycd, and if it is us~~ for produc­

tive purpoa<·s, thon the whole world is truly th~ gaillP.r . 

Forei gn tradn cvnrywhcrc will bo incrroMd; the rr.sl cost 

of prociuch
1
; tlw r,oods the v1orld consun111e dll be lowered; 

-----
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and t he economic nell-bein~ of the borrowing end lending 

countries will be r~ised . 

One gre~t contribution that the Unit ed ll~tions can 

!ll8ke to sustained peace end world-wid~ prosperity is to 

make cert~in th~t adequ~te c~pitnl is available on reason­

able terms for productive uses in capit~l-poor countries. 

\lith ~bundant capital, the devastated countries can nove 

steadily toward rehabilitation and a constantly il'lproving 

standard of living . .•othing could be !'lore conducive to 

political stability and to international collaboration. 

l:ithout adequa te supplies of capital, however, recovery 

in l:.urope aM Asia v1ill be slow anc! sporadic, and economic 

discontent and intern~tional ~itterness will in time assume 

disturbing proportions. To spend hundreds of billions to 

fight a Yler thrust upon us, anc! then to balk at investing 

a few billions to help assurP peace and prosperity would 

apreer to be 11 sin~;ulArly unwise policy. 

Acconpanyin~ tris nenornndum is a draft proposal for 

a Bank for Reconstruction am! !Jevelopm~nt of the t!nited 

and ~ssocia tcd liations . The drnft vtns prepar~>d by the 

technical staff of the United State~ Treasury in consulta-

tion with the technical staffs of other departMents of 

this Government. The proposal has neither official status 
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nor the npp1•oval of any deportMent of th i s Government . It 

ts in outline fo r m touching on t he more important points and 

it intondPd only to stimubtr thoughtful discussion of the 

problel'l in the hop' thnt such ciscussion 11ill cnll forth 

constructive criticis1~, au~;eestions , 'nc nlternntive pro­

posPls for possible l•ter subMission to th~ appropri•te 

outhorltie& nne! to the public . 

A United lla t ions Bonk for Reconstruction l'nd Ue velop­

~Pnt is prorosP.d ns another internntionnl ncency nePded to 

hlp attain nne n•in tnin r:orlo-"1ide pr osperity after thP 

r.•r . It is c.esit;nP.c: AE n conpanlon agency to an InternAtional 

~tabiliznti.on Func. . Zaoh o1;Pnc;r could stnnd ~na function 

effaolively vrit l·ou1· t l:P oth"r ; but the establinhnPnt of such a 

Brnk would l'l!lke eneirr the l1•sk of an Intnrnational Shbili-

zetion Func, om! t!•" eucc": tful oporntion of •n Intel'n•tional 

~tnbilization 7un:: t·~nt>lt. ~'!U."nC~ thP .,ff"ctiv~neE3 of the Bank. 

To~~th~r , the t1:o inst · tut ion~ coulc help provide a souni! 

ftnnncinl foundntion on whtch pri~ete ent~rprlsfl cnn build a 

prosp• rous v1orld economy . 

• 
H<>nry l orgenthAu, ,Tr . , 
Secretary of the ?re~sury . 
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lovember, 194~ 
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For Recoqstruction and Development 

Preamble 

1. The provision of foreign capital will be one of the 
important i n ternational economic and financial problems of 
the postwar period. Many counbriea will require capital for 
recons t ruction , for the conversio~ of their industries to 
peaceti me needs , and for the development of their productive 
resources . Others will find that foreign inv~a tment provides 
a growing market for their goods, Sound i nternational invest­
ment can be or immense benefit to the l ending as well as to 
the borrowing countries. · 

2 . Fven ln th6 early postwar years it may be hoped 
that a considerable part of the capital for international 
investment will be provided through private 1nves tmtnt chan­
ntls . It wlll undoub tedly be necoaa~ry . however, to encour­
aae pri vatc invE>stment by assuming some or the risks that will 
be " specially large i l!ll:ltdia to ly afto;r tho war nnd to suppl e­
ment private i nvestment with capi tal provided throu~ inter­
national cooperation . Tht United Na t ions Bank for Recon­
struction and D~velopmcnt is proposed aa a permanent institu­
tion to c ncoura0e and facili tate intcrnutlonal invEs tment f or 
sound and produc tiv~ purposts . 

~. The Bank 1s intended to coopcrato with private finan­
cial agoncio s in making avai l able long- t t rm capital for recon­
struction and dcvc l opmtnt and to supplement such investment 
where prlvat<.. a~tnc1cs arc unable to mee t fully the legitimate 
needs for capi t al for productive purposes , The BAnk would 
make no loans or investments that could bo sbcUr6~ from pri­
vcte investors on reasonable terms . Tho principal function of 
the Bank would be to guaran t ee and participate 1n loons made 
by private investment ogencios end to lend directly from its 
own resources wha tever add i t1onal c11pi till may be needed. The 
facil1t1ea of the Bonk would be available only for cpproved 
governmental and i ndustrial projects which huve been guaran­
teed by na tionul governments . operating under these princi­
ples, the Bank should be n powerful factor 1n encouraging the 
provielon of private capitol lo r internationol investment. 

4. By makin3 certain that capital is <..vciloble for pro­
ducti ve usee on reasonable , terms, the Bank can moke nn i m­
pol•tnn t contribution to enduring pence and prosper! ty . With 
ndequa te cnpi t o.l , countries of fee ted by· tho wa r con move 
steadily towcrd reconstruction, end the newer countries onn 
undertake the economic development of which they ore capcble. 
Intern<..tlonal investment for these purposes con be o signifi­
eont f oetor in cxpondin~ trcde wnd in helpin3 to mointo1n a 
hil!h level of bus1n6ss aetivi ty throul!hout the world. 
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I. '!he J'Urpoaaa of tba Bank 

To usist 1n the r«>construct1on and davalopaent or 
~•~ber countries b7 cooperating with ~rivate financ ial 
agencies in the provision or capital for sound and 
constructive international inveabaent. 

2 . To provide capital for reconstruction ond develo~ent , 
under conditions which will ~plJ safeguard the Bank's 
lunda, ~hen private financial agenoiea are unable to 
supply the needed capital for auch purpoaaa on reason­
uble terms consisten t with the borrowing policies or 
member countries. 

~. To facilitate a rapid and smooth transition from a 
•artime economy to a peacetime economy by increasing 
the tlow or international inveatment, and thus to help 
avoid serious disruption of the economic life of mem­
ber countries. 

4. To assist in raising the productiv1t~ ot member countries 
by helping to make available through international col­
laboration long-term capital tor the sound development or 
productive resources . 

5· To promote tht lon~- ranae balanc£d 0rowth of int~rnational 
trad~ &mong member countri es . 

II . Capital S true ture of th~_!!!!!!_ 

1. '!be author! zed ca;>ltal shall be e';!uival ent to about 
~10 billion consisting of shares having a par value 
equal to $100 ,000. 

2 . Tho ahar~a or th£ Bank sh~<ll be non- tronsf<>rable , non­
assessable , and non- taxable. Th~ liabilit} on shares 
shall b~ llPti ted to the unpaid portion or the subscrip­
tion price . 

}. Each &overnmcnt ~hich is a mc~bcr of the Int<rnational 
Stab1li~at1on Fund shl<ll subscribe to a number or shaPes 
to b< det~rmin<d by an 8or~Cd Upon formula. ThE formula 
shall take into account su~~ r~lcvant data as the 
notional incomo and the international trade o1 the mEm­
ber country. 

Such a formula would mak~ the subscription of the United 
Statoa approximately one-third of th' total. 

4. Paym~nts on subscriptions to the shc.rcs of the Bank shall 
be made aa followa1 

I.YI 

a. The initial payment of .aeh member country shall bo 
20 percent or its subscription , som~ portion of which 
(not to exceed 20 'perc~nt) ahsll be 1n gold nnd the 
rcCialndcr in local currency . Th~ propol' tlons to be 
paid 1n 0old ond local currency shall be graduated 
c.ccordlng to en egr~~d upon seh,dulc which shall t &ke 
ln to account the adc~ncy or the gold &nd fr~~ lorcign 
cxch&ngc holdings or cooh m(mb~r cwo_u_n~tr_J~· --------------
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1bC m~mbcr countries sho.ll moke the lnitinl p&y­
mc.nta within 60 doys eJ'tor the. date act for the 
opcrotions of tht Bonk to bt.gln. The remclndcr 
of their respective subscriptions sholl b~ ocid 
in auch amounts c.nd c. t such time a ca the Board 
of Dir<.ctors moy determine, but not more then 20 
percen t of the subscription 1ncy be colled in nny 
ont ycor . 

c. Cells for furthar puymon t on aubserip tiona shc.ll 
be uniform on ell shares, :>nd no onlls shall be 
modo unless funds o r o necdod for the operations 
of the Bank . 1bc proportion of aubaoqucn t pc.y­
~-nts t o be mnd~ in gold shell be determined by 
the &ch;dulc in II- 4-c ~a it upplica to cuch ~m­
bcr country c. t thb time of ~r.eh cell. 

5. A subst~nticl part of th~ subscrib, d capital of the 
Bent: shall bG rc:scrv<.d in the form of unp::ld sub­
scriptions cs n surety fund for the a t cur1t1cs ~art.n­
tC.•d by th~ l!o.nk or issued by the Br.nk. 

b. /.'hon th" cc.sh rtsourcc.s of the Bnnk c.r c. substcntially 
1n t xcc ss of prosp~et1ve noods, the Bocrd mcy r e turn, 
subj~c t to future eLll , uniform proportions of the sub­
ccriJ)tions. When the l oe:>l currency holdings of the 
Bt>nk cxc<>cd 20 ptrcont of' tht subscription of t..ny mem­
ber country, th" Boc.rd mr.y arrange to r epurchc.sc with 
locol currency some of th' shores hold by such u 
country. 

7. Er.eh member country t.grccs to r epurch t.s e ot.eh yt.t:.r its 
loec.l currency ht ld by the Bank wnoun ting to not mor e 
th~ 2 percent of its paid subscription , pcying for it 
with gold; provided, howe ver, the>t: 

c . This r~quir~ment may be g~n,rclly suap.nded for 
:.ny y<.cr by a tnru -fourths vottJ of th' Bo~rd. 

b . No country shell be. required to r epurchc s <. locel 
currtncy in r.ny ;;iv" n y<.Cil' in c xcets or on<. -half 
of the oddi tion to its off1 elr..l holdlngo of 
GOld during tn<. pre e<.ding y<.nr. 

e . 'lllt obl1g::t tion of c mcmb<.r country to r<.purchc.sc 
its local currency shell b <. limit<.d to thL cmount 
of the locul currency pcid on its aubaeript1on. 

8. All tncmbc.r eountri ~>s ngrcc that all of th u loer.l cur­
r ency holdings end other n6sc ts of thr.. Br..nk loet:. t~d in 
the ir eountr1<.s shell b ' fr•c from ony apeci~l rcstr1e­
t1ona ua to thc. ir usc, cxcc:pt such r estrictions n s ore: 
consented to by th~ Bonk , r.nd sub ject to IV-13, below. 

9. Th~ r esources t.nd the fcciliti•s of th' Benk shell be 
ua<d ox clusivc.ly for th~ benefit of member countri<S. 

17'9 
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III. '!he Internctiona l "onett.ry Uni t 

'!he 1:1one t c ry unl t of the Br.nk ahr.ll be the Unitt.s of 
the In ternation al Stnbilizction Fund (1~7-l/7 grains 
of fine 00ld, thnt is, equivalent to ~10 U. S .). 

2. '!he Bcnk sha ll keep its 1.ccounta in t erms of un1tr. s . 
'!he locul currency assets of the Bank nre to be 
au~r~nteed ~~a!nst c;ny deprecin t i on in their v~lue in 
terms or uni tr.s. 

I V. Powers e nd Operations 

1. To a chieve the pu.rposes stnted in Section I , the Bunk 
muy guort.ntee, pcrtici pate in, or mc.ke loc ns to cny 
member country wnd through the government of such 
country to any of its poll tic:.l subdiv!aions or to 
business or industric.l enterprises therein under con­
diti ons ~rovided below. 

c . The pc.yment of interest and principc;l is fully 
gunr1m teed by the n t.Uoncl government . 

b . '!he borrower is other¥Jise unnble to secure the 
funds from other sources, even with the n t. tlonal 
governmen t ' s gut rcnty of rep~yment , under con­
dit ions which in the opinion of the Bnnk t.re 
r eo sonuble . · 

c . A competen t committee hc s .ncde u cr.reful study 
of the merits of the project or the progr c.m 
r.nd, in c. wr1ttcr~Ioport , concludes thu t the lor.n 
would serve dircc :r or indirdo tly to r~e ls<. the 
productivity of the borrowing country ~nd thct 
the prospcc ts t<r£ f r.vorr.blo to the s~rvicin,3 of 
the loan . The majority of the comm1ttce mr.k1ng 
th' report shall consist of mc~bers of the tech­
nic(.! str:.ff of t he. Bank . 'lht. cc.•n1ttct. shwl in­
clude an &xpcr t sclcct~d by the country r equesting 
the loan who may or mcy not bL t. m~mbcr of the 
technlcnl staff of th& Bank . 

d. Th& Bank sh;.l l mnkc nrr t.ngcmcnte to :.ssurc the 
uae of th& proceeds of nny lo~n which lt gucr­
t.ntcue, po.rt1c1pctes 1n , or mo.kcs , for the pu.r­
posos for which th~ loon •;c.s r.pprov.£d. 

e . '!he Bnnlc shal l s uorcnteo , pl:rtio1pote in or mnke 
lonna only " t renson nbl c r o t 6a of interest with 
11 schedule of r~poymcn t npproprir• te to tho 
chcroc t er of the pro Jt c t end thG bt.loncc of pny­
menta prospGcts of the country of t h< borro~Gr . 

2 . In t.<ccordnnec with the provisions 1n IV-1, r bove , the 
Bnnk m~y guorrunt&e in ~hole or in p~rt loons mnde by 
privt. to lnv&stors provided fUrther: 

1so 1 
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IV-2 ll • Tbc rete ot 1nt&rcat Gnd otbor conditione or the 
loon ero rc~aoneblo . 

~ -

4. 

6. 

7-

8. 

Tb~ 8Bnk ia compeneot6d tor ite risk in gucrLntcc­
ing the locn. 

'!he Bt.nk mq por ti ci pco tc in 1 ocna plnced through the 
usu~l invcatmont ohLnnola, provided el l tho conditions 
liattd under IV-1 ~bov~ r.ro met except thLt the r c tG 
ot interest moy be higncr then lt the leona wert guor­
on toed b7 tho BC!Ilk. 

'lllc Bonk may cnoourc.go ond tno1li ta to in t~rnn tionnl 
investment in ~quity eecuritiea by securing th~ guLr­
r.n teo or ~vcrnmcn ta of conversion in to tore i on ox­
chr ngc ot the current earnings ot auch fore ign held 
investments. In promoting this objective the B~k may 
~lao pllrt1ci pn t o in such invcatmonts , but ita uggrc­
got~ participation in auch equity accuritica sholl not 
txcccd 10 percent of its paid 1n cepit~l . 

The Bank m~y publicly ott er ony accuritica it h~s 
pr eviously ccquircd . To tr.ellitetc the plr.eing of 
such aceurltica, tht Bank mc.y, in ita dlaerction, 
gullrr.ntc.e them. 

'lhc Bc:nk ahnll mr.kc no lor.ns or 1nv .. a tmtn ta th::. t c::tn be 
plc.ced through thE usur.l prive tc. invca tmcn t cbcnncls on 
rcosonr.bl c terms . The Br~k ehcll by r csul nt ion prescr ibe 
procedure tor ita O?erc tiona thot will cssurc tbt cppli­
oc. t1on ot thia princi ple . 

'lhc Bt.nk aholl lmpoec no eondi tion upon n lo~n <.s to the 
pcrtieul~tr mombcr country in ~·htoh the proo~cds of tho 
loan r.~ust bt spent; provided, howcv~r . thc. t the proe<.cda 
of •· lor.n muy not be spent in nny country which is not o 
member country ttl thout tho npprov ~ l ot th<. B::tnk. 

'lhc Brnk 1n mr.king lo_ns sh!lll provide tht.t: 

n . tn~ foreign cxehcngc in connection with th~ 
project or prognm sholl be provided b7 the 
Br.nk in the currenei~a or the countrl ca in 
which the proc<.eda ot the lolln will b~ sp~nt 
c.nd only with th~ cpprovnl of auch countries . 

b. The locnl currency needs in connection with 
tho project ahnll b~ l nrg<.ly tlnttno<.d locally 
without th<. r.ssis tcnou or the Bonk . 

o . In apeolr.l olrcumstancca , where the Bc.nk con­
alders th1. t th<. l ocal pnrt of a.ny project 
ccnnot bt tinc.nced at home excopt on very un­
rcc.aonr.blc torme , it con lend t."r.t 1'ortion to 
th~ borrower 1n locr.l currency . 

d . Y.b<. rc thc dcvclopiiiCn t~l proc;rr.:ll w111 give rise 
to ~n incrcused need for tor~ign <. Xchcn&c for 
purposes not directly n.cdtd tor th~ t pro~r~ 
7e t r osult1n0 from tht pro~r~. thc 8Lnk will 
provide c.n t.pproprictc 9~rt ot the lor.n in gold 
or d<.aircd torclgn <. Xeh~ng<. . 
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IV-9. ~.l1ln n lot.n 1a mc.dc by the Bnnl< 1t shnll ercdi t the 
c.eeoun t ot th11 borrower 1"1 th the c.moun t of the lo~.n . 
pcym~n t shell be made from this c.eeount to mu t 
drntta covering oudi ted c;xpcnaos . 

10 . Loons porticipetcd in or mndo by tho Bank shell 
eontein the following po.ymont provisions: 

n. Payment of inter est due on loons shell bo 
mndt i n currenc i £s cceoptnblc to the Bnnk 
or in gold. Interest will bo pnynbl o only 
on nmoun ts wi thdrcwn . 

b . Pcymont on c.ccount ot principal ot n loon 
shnll be 1n currencies cceopt ablo to the Bnnk 
or in gold. It the Bnnk and th~ borrower 
should so c.gr~c ~t the time a loan is mndc , 
payment on principal ~y be 1n gol d , or nt 
thv option ot th~ borrower , in the currency 
r..otuully borr owed. 

c . In cvont of an ccutc cxchcngc stringency the 
Bank mc.y in its judgment cecr..pt tor p~riods 
not exceeding 3 yenrs ct n time the payments 
of intere st end principnl in loenl currency. 
'lhc Bank shell ~.rren~c with tho borrowing 
country tor thG rcpurchcac of such locnl cur­
r ency over n·period of y~ars on appropriate 
tt~rms th<1 t sLtcguard th~ vc:luo of th1> Brunk • s 
holdings of such currency . 

d, Pt1ymcnts of interest and principa l , whe ther 
made in member currencies or in gol d , must 
be equivalent to the unites vc.luo ot tho loon 
nnd ot the contro.ctuc l interest thereon. 

11. 'Jhc Benk mey levy n chorgL nooinst th6 borrow~r for 
its LXpcnses in inv6stig~ting any lqcn ploccd, 
~orantccd, participated in, or mode 1n wholl or in 
pert by the Bank . 

12 . The Bonk may gus. r an tee, pcrt1cipc tc in, or mnkc lo:ms 
to intern :>t i ona l governmental n.;c:ncics tor objectives 

consonant with the ~urposos of the Br~k , provided 
the t ono-hc.1t ot the pcrtioipa.nts in tho in tcrnc.tloru~l 
c~~noies cro members of tho Bunk . 

1~ . In considering any app1iontion to guoro.ntcc , portici­
pe tc in , or make a loon to n momb~r country, tho Bcnk 
shnll give duo reg~rd to tho cftoot of such a loan on 
buain.ss :>nd tin::ncicl conditions in th~ country 1n 
which t he 1o::n is to be spent, ~nd shell accordingly 
obta in t he consent of tho country nftccted , 

14 . At tht roqu~st of the countries 1n which porti ons 
of the loen e re spent , tht Bank will repurchase for 
~old or needed foreign exchange n p: rt ot the ex­
penditures i n the currencies of those countri e s 
cu.c1c by tho borrower from th< ~cede ot th<: locn . 
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?11th tho npprova.l of th~ r<.pnscntetivcs of the 
govtrnmtnts of th<. m~mbGr countrie s involved, the 
Bcnk mny cngngc in the f ollowing op t r cti ona: 

0 , It mcy issue , buy or soll , pl~dgc , or 
dlscount nny of its own sccurltl~a end 
obligations, or sccur1t1~s nnd obl1gn­
t1ons token trom its portfol io , or socur­
ltioa which 1 t hns gunrnntc.cd , 

b . It mny borrow from c ny member govcrnmtnts, 
fisc cl cgcno1cs , control br.nka , a tnb1l1zc tlon 
funds , pr ivt.tc f1nr.nc1nl institutions in 
mcmb~r count1•hs , or from int <.rnr:tlonr.l f 1nnn­
c1al r.gcnc1es . 

c . It ""' "' buy or sell for~ign cxch"ng<. , :>.ft<r 
consultnti on with th~ Intc rnntioncl St~b111-
z:: t1on Fund , when s uch trons::ctlona r.rc 
n<.ccsenry in connection with ita o~rntions . 

lo . 'lh<. Bcnk mc.y cct ::s a3cnt or corrc apondtnt for the 
govern~nts of ~mb~r countries, the i r ccntrnl bcnks, 
s tabilization funds nnd f1acnl cgencics, ~nd for 
in tcrn o. t1onr.l fin:mc1r;l ins ti tutlons . 

Th<. Bnnk may net ns trustee , r egi str nr or ngcnt in 
connection with lo::ns guL.r nntecd , po.rt1c1pc. t cd in, 
mndc , or plncod through the Bank . 

17 . Except na otherwise indica ted the Bnnk shall don1 
only with c r through: 

r. . Th<. govcrnm<.nts of mombcr countries , their 
ccntr::l bcnks, stnbillz::tion funds ond fisca l 
t.gc.nc ic s . 

b , Tho Intcrnn t i onnl St abilization Fund nnd any 
other i ntcrnntionr.l finc. nc1nl ogcncies cwn<.d 
prtdOJiln::.ntly by mClllb.:r gcvern:n:.n ts . 

'Jho Bc.nlc my, neverthel~ss , .. ith tho e pprova.l of 
the member of thG Boa r d r epresenting the sovcrnment 
of lhc country concerned denl w1 th th.: public or 
institutions of member countrie s i n its (the Bnnk 's) 
ov.n s~curitics or socuri t1os which i t hr.s gu~.r:mt <.cd . 

18 • If thu Bnnk shnll dt-clor c cny country c s suspended 
from membersh i p, the mcmb<.r governments and their 
uscncica ogrco not to ex tend any finenoinl nssistancc 
to the t countr y withou t the 11pprovo.l of the Bc.nk 
until the country bas been rca t ort e! tl:' membership • 

19 . The Bo.nk end its officers shall scrupulousl y nvo id 
ln tcrfcroncc in tho political affolra cf eny munbcr 
country. This pr ovision ahGll net limit the right 
ot en officer of tho B~nk to pcrticipc to in tho 
politi cal life cf his own cou.ntr:7 . 
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The Bt.nk shell not be influenced in ita decisions 
with reaj)Oct t o t.ppliec tlona for lonna by the 
politiccl charccter of the gover~ent of the 
oo\lntry requesting c. loon . Only economic considerc­
tions ahr.ll be relevant to the Bank 1 a decisions . 

V. Mc.nagetnen t 

1 . The ndmin1strc.ti on of the Bank .shell be vested in ~ 
Boc.rd of Directors composed of one director end one 
nltern•: te c.ppo1nted by ecch member government in n 
mcnncr to be det&rmined by it . 

The director und al ternate ahc.ll serve for c. per-iod 
or thro• years , subject to the pleasure or th&~r 
.,;overn:~~Cnt . Directors end cl tern~tt.a may be reap­
polnt<.d . 

2. Voting by th<. Board shdl be na follows: 

c . The dirr.e tor or el terne. tc of c::ch m<.mbEr country 
shell b: entitl ed to ca st 1, 000 votes plus one 
vot<. for Chch share of s tock hold. 'Ihus o 
gov<. rnm~nt owning one share sh~ll ocat 1 , 001 
votes, while n government h t:v1ng 1 , 000 shr.rf:s 
ah~ll cc st 2,000 votes . 

b . No country shell cc.st more. th~.n 25 percent of 
thL ou&r~sctc votes . 

c . Fxctpt where otherwise providtd, dtc1sions of 
thc Borrd of Directors sht.ll be by s im!)lc 
m:.jori ty of the vot•s c::.s t , 'uch member of the 
9o::rd cnsting tll<> votes c llottcd to his govern­
cent . :.11.n dec:ncd to bo in the boat int,r<>sts 
or the &.nk , de cis ions of tho Socrd :ncy be m::.dc, 
withou t n meeting , by polling th. directors on 
specific quc.st1ons submitted to thun ln such 
rnc nn~r ns the Bot: rd sh:.ll by r~gul:l tlon provide . 

~ . Th• Bourd of Directors shr.ll a<lcct c. l'roaidcnt of the 
Br~k . who shall be thg chlof of th~ op~rctine st~ff of 
the Bunk r.nd ex-officio u member of tht Bo:.rd , ond one 
or more vic e. pres i dents . '!he Proeidon t c.nd vic~ pr~si­
dcnta of the Bunk shall hold ot'flct for tou r ycr.rs, 
shr.ll be c ligibl6 for r~clcction , end mr.y be r emovcd 
for ccuso 1• t cny time by the Bo~rd . 'Ih<. staff of th~ 
Bt.nk shall b~ selected in c ccordc.ncc with r~gulo. tions 
tstnbliahvd by tho Bonrd of Directors. 

4. Th~ Board of Dir~ctors shr.ll cppoint fro~ r.mong its 
mCIIIbLra, :.n Exccutivt. Committee of not more. th·..n ninc 
members. The Pr c.sidont of the B~nk ah~ll be ~ ~x­
officio membt r of the Exccu t ivu Committe.<. . 
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v-4-The Executive Com=1ttee sh~l be continuously c.v~l­
r.ble c t the he r.d office of tho ~nk ~d ah•ll exer­
cl ae the r.uthor1 ty d elegc. ted to 1t b7 tho Bo~rd, In 
the r.bsence of c.n7 member ot tho E.xocu t1ve Committee, 
hi a r. l ternc:. to on the Bocrd shall c.c t in his pl t.ce. 
!'embers ot the Executive Co.um1ttee sh: 11 receive t.p­
proprlr. te ;emunerc.t1on . 

5· Tho Sor.rd or Directors sh~ll selec t nn Advisory 
Council of seven members. The Council sha ll advise 
with the Bonrd c.ncl the otrtcera or the &.nl< on mt. t­
ter n or :~.e,ner:. l policy. The Council ehr.ll meet 
r.nnu:.lly l.nd on such other occc.s t ons r.s the ao, rd 
'"'·Y request . 

'll•e members . or the Adviaory Council shull be selected 
from men ot outstt.nding ab111 ty, but not more then 
one ~1cmbor ah::l l be selected from the st.me country . 
They ShJ.ll Stlrve f or two yoc.rs , !.nd th6 term of cny 
m~mber ~y be r~newed . V.Gmbors of the Council shc.ll 
bo pt.1d their cxpens~s c nd t. rcmunorc.tion to be f1xc.d 
by the Boc..rd. 

6. The Bo~d of Directors m:.J a ppoint such other com­
llli ttt.us c.e 1 t finds neceasc.ry for tho worlc of tho 
B· nk . It oc.y c.lso c.ppoint c;.dvisory committ,Es chos<n' 
wholly or pc. rtlc.lly frol!l !l(Jr eone not ro6Ul '.rl y em­
ployed by the B:.nk. 

7. Th< Boc.rd of' Dine tors mny c:t an y mec tlng nu thorizc 
r.ny office1•a or commit t ees of the Br.nk to oxere1s<> 
nny 8\)0cifi od poYrers of tho Bonrd except the power 
to mc:kt , gu r r unt"c or pc.rticiputt; in locnG . Such 
powers sht.l l be exercised in c. mMntJr consistent with 
th. csencrr.l pol1c1&s c.nd prt.cticoe of the Bonrd. 

Tho Bottrd mo.y by n thr•c-fourths vo te dGlcg~ te to 
tht F~Gcutive ComQitt~o tho power to mnk~ , ~uc.rant~e 
or p •. rticip~. t o in lo:ms in such c.mounts c s mc.y be 
tilted by thE< Board. In pc.ssing upon c.ppl1cc. tions for 
lo~na , the Executive Co~1ttcv sh&ll c:et under the 
r cquirLmunta spucificd for cc.oh type of locn . 

8. A member country t'c.lling to mec t 1 ts t'inc:.nci :>.l obl1-
0c. t iona to tht Bnnk mc.y be dcc111r od in t1et':.ul t :.nd it 
t~U:y be auspcnt1ct1 from mo:ml:>crah1p during the per iod of 
ito dcf t.ul t provided n ma jor! ty of the. member c ountri ca 
so dc.c it1t. l'•hlle undt:r suspcna1on , tho country sh~ll 
be denied tho privil<ge a of membership , but shul l be 
subject to tht obllgc.tions of mcm~rship. At th~ end 
or ono Y•"r the country aht.ll be c.utom:. tict~lly dropped 
from membership in th< Bcnk unle ss it hcs b een r estored 
to good &tending by ~ mnjority of the member countr1~a. 

If c. member country cle.ets to wi thdr:.w or 1s dropped 
from thu Er.nlc its shc.rcs of atoek shall, 1f tho &nk hr. a 
t. aurplus , be. rvpurch~ s ~d c.t the priec pc:ld . If the 
Brnk •s books sho• ~ loss, Duch country ahull bcc.r c. pro­
portlonc. t~ ah.~.rc. of the loss . The B' nl< shr.ll h.vc 5 
)'tn.ra in which to Uquid:\ tc its obl1ac.t1ons to •· member 
Wi their: 'dng or d r o:>pCd from the 8•.nk • 
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v-8- MY mcmbur countr7 thc.t w1thdrnwa or 1a dropped from 
the I ntcrn nt1onul St~b1liznt1on Fund, ah~ll relinquish 
ita memb~rahip in the Bcnk unlcaa thrtc-fourths of the 
member votes fc.vor ita rem~ining ~• u mtmbor. 

9· Th~ ycr.rly net profits shell be appl ied ua follows : 

r. . All profits shc.ll be dis tr1bu tod 1n proportion 
to ahr.rcs held, except that on~-fourth of tho 
profits shal l be c.ppliod to surplus until the 
surplus ~quc.ls 20 percent of th~ oc.pit nl . 

b . Pro1'1 ts ahr.ll be pnynblc Jn c country 1 a loc t:l 
currency, or in gol d ct the o;1t1on of the Bank . 

10. The B:'.nk shc.ll collect ::nd mako nvu1lt.bl~ to m"nb<>r 
eountr1 <. a nnd to the Interna tional Stc.bilhntion Fund 
f1n :.nc1t.l Md economic 1nformc. t1on c.nd reports rc-
1~ t1ng to the opert.t1ons o f thu Br.nk , 

;;,mbor countries sbnll furniah the Bt.nk with c.ll 
1nformr,t1on r.nd do tn tht. t would !'c.:c1li t t. t c th<. 
operations of tho Bulk. 

' . 
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!xooll-r• 

lA t1>o -J'IIIICllla aoo~ tbll watau .. d.nh pro,PONJ. tor 
an 1nt.orut1acl8l otab111Nt..l011 tuDd, wh1ob 1 eat to t1>o 111nioton 
ot i'l.IIOnOo ot tl>o Unitocl llot1cmo - -\llo ~o, I oa14t •n 1o 
an tioipate4 tbat \bon w1ll .W bo eW.1 ttocl tor o-ido:'at..t.Oft a 
pl'll.illinal:)' <ln.tt ot a propoaal t or u i.Dtorut..t.acl8l ..-1 wboooo 
llinotinA w1ll bo to pJ'O'fSAo up1tol tor ...._tNotiOII-~p-

MD"·• 
'lllo proal1a1.Daq <ln.tt or • toetat..t." propoaal lor o lloitocl llat..t.OIIo 

8oAic lor --u- ad Deftlo~t boo IIGW boa pnpanc1 bJ tbo 
t.oollll.io&l otall ot \Ito lloitocl Stotoo Trouu7 1a _.,.ltot1011 witb \Ito 
t.ooliiiJ.o&l otall• ol o\bor cle~to ol tb11 ao...-t. 'lllo d.nh 
1a 4oo1 p •:~¥ 1a allbrniotocl lora, la~ to briAC .. t at tb1o etop 
ool7 \Ito ., ... 11p111oaat pliato lor Gaoiclont..t.OII - 41oouoioo. 
Tb1a t.olltati" pNJ ul 1o oot .., upl'Me1ce ol t1>o ott1o1&l "fioWI 
or t1111 ao .. -t, bolt it 1o aa 1Dd.1oat..t.Ooll ot \Ito rt- bold b7 ov 
t.ooliiiJ.o&l uporto. I aa DOW I~ lor 7Wl' •oe1Mt1oD tb1o 
toDtat1" pnpoaal, wh1.Db I bopa ,.. w1ll n'-it to \Ito tooiiDl.cal 
et.otte ol 10111' 111A11U, - Jrt1U ao... ..... t lor \bo1r ewq • 

.llt.or 1011 - J<IU. aperto boft otwl1o4 tll11 tolltot..t." propoo&l, 
I ob&ll bo &lac~ to boft 1110h -to aDCI 1\I&POti .... 00 J011 M¥ wilb 

. to Mlco, or to l'Moi" a:t &l.torut..t." pnpoaal lor \Ito pro'fio1011 ol 
looc•tora 1atomaticeal oro41to tor I'IO .... '""'u- -.1 <Wrolo~t 
tblt 7011 M¥ ..... to Mlltool.t. u .., ol piiU uporto lboulcl bo 1D 
1' .. blAjJtoo, tbo toola1ool aperto ot tbh Ooft,_t w1ll bo &lac~ to 
41eoue tbo t...toti" propoool witb ~. 

lo bopa to ....S JOII - - 1'11JotMr •tor!.al ~ 0114 
.U...uoiac 11111Q' ot \Ito proY1o1ceo 1a \Ito 011tl1aocl cln.tt propoaal. 

81Doonl7 ,......., 

Kh llxllo~, lo!ortpza Gholi , Boyot, 
Ule 111niotor ot n-, 
TUna, x ..... 

• : _ . : t r& 
• /J.,J,.J 

1~7 ....... 
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tn the ....,....,due ace~ the t.taU .,. clt.It propoeal 

ror an l.lltamat 1onal atabll1ut1on f • d, wbl.ell I aont to tht 

l'lnit tar& or Finance ot the 1ln1 te4 llat.I.CGa .... liOIItha aao' I 

u.id• "'t u &Dt1a1pat.cl tb&t there will a1.o be auboolttltll r.w 
oonaiderat.1on • prel1al.fttr7 dJ"&tt or • propoaal. ror 11ft 1ntar­

nat 1anal -..:oncy whoet .1'\lnct.I.CIII will bt tc prcwide capital t or 

reccnttruct.l.oo and deYtlo~nt. • 

Tho pr ol1Dinary dJ"&t\ ot a tentat1Yt propoaal t or a tl11 te4 

Nat iono llank t or llecODatraa\loo Md o.w.l..,...t hu nor.,.... 

prepared bf the tachnical. e tatr or the 1)11 tad Btatat Tr•&aUr7 

1.11 connH at lon wit.h tht technical tt&tta ot other depart"""ta 

or thle o .... ..-.~t. TM dJ"&tt u dead.CI*Il.J 1A abbN'ri.ata<l r .... , 
tatande<l to brine 011t at t.hie eta~ onl7 the uore &1sn1J'1 ... t 

poiata !or CUilel.dolration llftd diecu .. ton . 'lhl.t taotatlTt propoaal. 

b not an expraulc ot the ottldal -n- ot \hU ao.w..,._,t, 

b~t it 1a an 1ndl.catlon or tho viewe bt ld 1:17 our teellnical qport•. 

I • naor atncllnc tor 7011r eue!MU • t.bia tantat 1w propcecl , 

which I hope 70u will aubod. t tc t he technical etalt t ot 7""" 

111n1J1tr7 Md y aur OoTIIn-nt for tht1r ntud1 . 

After 7• 8Dil 7f:IIIU ..,.n. b&ft a\udle4 thU taotatift pro­

poaal., I abaU be 11M to llaft Mtcb c.-eota and ouga .. uona u 

7011 aq w1• to Mitt, or to Nlltift aD;f alternative propoMl 

tor tbt Prcwit1CIII ot lonc-ttra iAtematt lalal ore41tt tor reocn­

atruat1GD and -~t O..t y011 111f care to eubloit . It atJ¥ 

ot your ·~ &tald bt iA 11ru b1Dgtan, the tachoical tlq)trta 

or tbia o-.--nt will be a1ac1 t o dltcuat t ho wntat1ft pro­

poaal. W1"' u... 

lie b.,. "' _. 7• - •- IW'thtr utar1al ~ 
aad dlt......S..C ..,. ot tile prcM.eiona 1n tbt outl.ilwd drttt pro-

poaal , 

(Blcoe4) !enry Korgonthaa, lr, 

Sta Nt&r7 o! tht 'lrtU1a7 

ll1AI I xoelloo4 , Ludwig orou!eld, 

lllnlttar ot l"1AaD 11t, 

R~l1o ot Poland, 

Landon 1 l.ncla>do 

Kncloo.,.., W:.d!JIIJ/j• 11/13/43 
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111 u.o .-ar&lldlla ace~ the t.en\a\lw ctran pt'DI>IIl 

ttr an in~Uonal atab'u .. u ... ti80CI, whi.dl I • nt - _,u. 
1 - 0 to t.'>• 1!1nitlt.ere at nnan .. or u.. 01\1 w.t Nil tiona ....s the 

count.rlee uaDCi&tecl with U.•, I aa1clo •It. h llllt.iaipatecl that 

tlool'll will wo bo> .ublli:UWd tor conelderaUan a ~ c1ratt 

ol a ,rop;>Nl tor an iDwmau .. JAl. ~q 'llh- tllboUan 'will be 

~' pron.le cApital tor r-t.ruct.ion and clrt'el...,..nt. • 

n ..... .eJ.i.oWwry draft ot • tentatl.w p-al tor • llUt.cl 

aUOI'll .J&nc 1or l!acaae\NGU ... and ~t bu DCOJ bem p...­

).ucd by too w.mio&l atatt or the llUw.t Stew• -.....,. iD c..,... 
r.Ut&Uou with t.llo tochn1oal otatfe ot~lwr .S.partm••w of th1a 

.,.,.,_.~,. 1!1• drett la cl..s.iDedlT 1n abb,..w1aw.l lana, iD-.cl 

to br.l.na ou~ at. th.l4 •ta&• cnl,y tlla 110,.. d.pl11'1-~ pcaata t or 

c<>naiCJerat1on and c!iacue.lon. 1111• tontatin propoaal. it Mt on 

oxprovaion o! Ule off ia1al vi....., of thie am.l"DJMnt, but it. 1o 1111 

iml1 ... d.on of t.be Yi.,.. held b7 our techn1C'al ..,...te. L • D.., 

ol!nCiin« tor J<Nr .....W..Uon U.S.. t.otetift -aool, • ucn l hope 

you 1l'1ll •ulllif> to tha tad\Dioal atatta at 1our l:iDiatr:Y M d 1 11W' 

o;onma nt tor their ·~· 

AI tar you and 10W' oaq>e~ ho&Ya a tudied tllie tomati •• pro­

po .. l , I oh&ll be gla4 to have audl e-ta 111d aullflertl.ona ea 

JOJ rAil w1ah to ..-, or to raoooift -.v altem ad.w p1 "1'•••1 for 

U.o pr0\1.el<ln of 1....-wra intom&tianal crac!it.e tor ,_,......,.,.. 

UQII end clnelOJ'IIIIII¢ tlllt 7® M¥ oar• t o ..,boll. t, It fftT ol your 

expert.e ehoald be 1a Wuhl.Aatoa, tho tecbnic&l ~rt• ot tbio 

eo.e....,t 1l1ll loe ~!lad \o clitJCIIN tha w nt.eti.,. prepolll wiUI 

t.t ... 

lie bopa to a.4 701& ,_ •- 1\u'thar •t.arial mvlit)'illi and 

<dacuoioc ..,.. a1 \be~ 1a 1ba autliDecl draft poOjlual. 

Sinoaraly """"• 

1111 iicall•~, Rodolto llojaa , 
11vo 111n1nw o« nMAaa, 

,.. l'd.Mci st.awa ot v-•.-l.A• 
car. ....... ' ·· 

IIIJI'oi!IIB/ja 11/16/43 
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. ~ !I ~ t ~ f c l . I. ! § ~ ! . l ~ . I l f ~ ti 

:; ~~ '~i11' !f~~~ :rr • 1
! l~rJ 

~~ i; ~!l t·f~if·t!~1 If·:~~ 
t r.•t ; l -~~rf~ f ~·~, 

•~ ~ f I 

:: 
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NOV 2 3 liQ 

lacollenOT• 

In the -rand~a nooapaeyina tba tentative dratt propoul tor 
an international ot abiltaation t llnd, wbiob I aent •- 110ntba 110 to 
tho llintat.erl ot Finance o! the United Nation• and tho OOWitrieo al­
eooiated -tth tho• , I oaido •tt 11 antioipated that thoro will aao 
ba aw.itted for ooneidoration a prelt..111117 dratt ot a propoul tor 
an international 1111107 who .. function will be to prOYidl capit.el t ... 
recon1tructlon and de•elo~ot.• 

1bo prali.tnary draft ot a t.ent.etivo propoul tor a Ontted llationa 
Bank tor Roconatruotion and Donlo~nt baa now b11n propared b)' tho 
tochntcal ata tt ot the Onttod Stat 11 Troaeury in oonaultation with tho 
tec.hn1oal atatte ot other depart..nte or tbio Clonrn.tnt, Tho dratt 
11 dodgnedlJ in abbrl'riated tor., intondod to brina out at tbie atop 
only tho 110ra dcntfioant pointe tor conatderation and dilcub ion . 
1b1a tontotivo propoaal 11 not an exprouion ot the ott1oial vi-
or thte Clonr.-nt, but it i .a a n indication o.t tho viiWI hold b7 our 
tochnical experta , I aa now aondin1 tor Jour exa.tnation thte tonto­
the propoaal, which 1 bopa you will eubC.t to tho t ocbnical ototto 
of JOUJ" lliniatrJ l nd your Clovo ..... nt for thlir atU<I7o 

Attor :you and :your exparto have etudied thil tontotivo propooal , 
I ohall be 1lad to have ouch c .... nto and augseottono 11 JOU Ill¥ wtah 
to uko, or to roooiTo oey alternative propoaal tor the provtaion ot 
lona--to,.. 1ntornational credito tor r oconatruction and doYolopHnt 
that 70u uy oaro to aubC.t. It oey ot 70\11' expert• ahould be i n 
••lhinlton. tho t.ecltnicol exparto or thil Clovera.ent will be slad to 

diocueo the tontot1Yo propoool witb th• · 

Wo hopa to oond :rou ooon ooae !Ul'ther utorial I~Ut71na and 
dilcuuina u ey or tho proviaiono in the outlined dratt. propolllo 

Sinoorol;y :youra , 

( 81«nod) Boory Morgeatbao. Jr. 

llol'ltor;r ot tho Troa•Ul'1· 

Hia lxcallonoJ, Abdulillah llatidh, 
Acting llini ot ar ot rtnanoa, 
linadoa ot Ira q, 
Baibdad, Iraq, 

locloew-. . 

I.U .. : Z: 3 :nb 
11/lo/t.J 
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NO{ 2 3 19(1_ 

In ... II D. Cilll U. --d ... -.A PIS I tw 
., s.-d.-1 •uwu .. .a. ~ ..... J -' til • -.u­
ot n-ot tlllllallW 111\l---- ,..., 1 _., •n ill 
antJ.tl.pa\ed \ IIIII\ \Mft 'llil1 lila lie ll'lllllll\_. IW •=••' a\lr a 
pnllaMI7 dl'at\ •t • ... , 11 ,_- ill--u.-1 ............ 

,.,.~ wl.1l too - ,..., .. --till ,_ ---\lm .. -..1. .. 
~\.• 

,.. prr't, J a...ft •I a wat.\l .. pu s rl ,_ a a.i\.111 

.. u ... - ,_ -~ .,. DesAse i lilllll- 11om ,,. 

pueo~ bJ u. t.eoleelialll ••n ot u. lallt.M ••- n-=1 ill 
coanltati.Oft 111\11 U. \aoWMl 11\afll ot •"- -..n-ta ot UeU 

110>-'- !toe dl'at\ ill '"'• 
0

7 ill •-uwoiiiW ..... ill--.. 

"' brial -· ., \¥e ..... .-17 \lie - lllp1Aeat ....... ,_ 
oonaW..U.• _. &1 ••• 1IILe ... ._u .. r= ; a' 1a M\ • 

• . eelr of \lie otW w1t1a ot UiU llwtw \, IM\ l\ ill m 

llldiooU.. ol tile w1t1a 111114 "" - \aoleii1Ml s ta. 1 • -
••11•1 tw ,._ =·d•U... \Ida -..-.u ._ p:a;u.J., tltd.d I _,. 
,... wl.1l .,.., .. tllll \aoleaiiiM • ., ... ol ,_ laala\17 .... ,_ 

Gov-t tW U.U .... 

An.,...,.,_ 1115 er\11-.. ·~ \lll.o --u ... I* s 1, 
I oliiiiU M IILM til llaft _., -• .,. .,.....t.1mll M ,.. "-J 1liall to --. w ta IWIIl••-. ol-d.,. pat; 1 tW u. ,....n.tr at 
l~'- iiiW..u...J. ....... ,_ ---\1-.... ..,ol.,..., 
U.t,.. IIQ - ta ..,..,, U -. Ill,_ ...,.... aMo14 M ill 

lull&aa-. \lees \aollalMl ..,.r\11 of Ub Doow t wlll be &l.o4 .. 
diiJWS \lie \eatlld ... pi J Ill wl\111 \llslao ........... ,_ ___ .... ~~-
•• 1111 ... ill U. ~ ia tiM R tJillo4 a.t\ pi J I PI' o 

tbo ' Jtio ar -... w 
1'1- ..._ ot Do ow- D 1 

'-"""' Cl & 111, 
Gos w i Ill x--. 
... IWJ:&, JMt.a, 

IIDI: llGhsh - U/lJ/ 4J 

... .,,......, 
(81go&A) HenrY ~··~•ctnt• 

.._.tMT et * tr-=>• 
$ LC.a.l., C.l.J., 

Ill'• 
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lb' d .... Ill'. llifti-"rt 

)D tbe ---~ \be WMd1ft dNn .. 1pa.-l 
tor an 111t.rnet1o•1 ne~l1ooUoa ted, 11!11ell I .at w \be 

llinht.aro of P1~oo ot \bot Ull:l.\od laUDDo --'Ill .,., I ..Ut 

•n 11 anUo1pa\od t.bat t.._ 11111 a1• 11e nl&t\od t« ~ 
UOD I prel1e1M"7 dNft of I .. .,1111 fer Ul u.t.rat"-1 ...... 

wbooo ~- o1U lie to pronde Mpi.W tw ~-­
deYtlopMIIi •• 

'l'bo preu_,....., dl'&n ot a iaia\1ft .. opooa1 f« a Ull:l.\od 

11at10111 Bank t01r ~on aM D~wo1.,....t boo - beoa ,..._ 

parod b7 t.ba ~oal at.tt ot \bot Ull:l.tod lt.lwo floi&IOIII'J' ill 
oonau1wUon 111\ll \be ieebld.oo1 natto ot oilier .....,._._, ~ t.b1o 

Ocrta ....... t. 1'bo dl'&n 1o cleo1&Dodl;r i n a'bbrftiatod f 01'111 1Di«<dod 

to brine out at thio ow,. oe1T tho -. o1&ftifi0111\ pohh fw -

oidoroUoe and d1-oa. 'l'h1a iaiaUft .. cpcoalio not an ........ 
lion ot t he otfioial n- ot t.111a ~. bv\ 1\ 1o an 1at1oot1oo 

of the Yina held b7' - \Mbzd.oal .-perto. I • - ...alar I« .,_ 
-notion thio WDWUft propoao1, Whioh I bope )'Oil 11111 8011&\ to 
till tlohnioal otatta ot JOIU' lliJtla\"7 and JOur Clotw-t tar tllei r 

nlldJ. 
t.."tor J01 ... Jo. apwte brN a\011111 .. t.b1o WDW\1ft .. c;o.-1, 

l oball be alod to brN Reb 1 ate IIIII napa\1- II 7ft ~ 111eb 
to an, OJ' W I'IMI.ft IIIJ' ol\erMUn pro,anl f or tho proY1o1on Of 

lq 'iw. il~Wnati-1 ..-..lito f01r r-vua\10D and dlft~Dt 

tbet JOO ~ ..... to ..-u. 1t 111r ot 7- .,.no ......u "" 1D 

'II~, \Ill '' • •aol .-perta ot u.to Clotw ~ 11111 ba alad to 41-· tho iailtift .... Ill '111\ll u.-. 

'l'ha H-abla J, a. CIIUlar, ~ . P • , 
Tho-, 
C= alU. ot &u\nl11, 
C.M•aa, Autnlia. 
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MO • ·~'"" 

Ill U.. _....._ &Ill e OUIC U.. ~w *-1\ .::c , ,_ 
u 1~ "'""-'1• .....,., **I .... - •'­
\M 111.111..wn et ~ et u.. .... _ -.u- _. u.. ~- ... 
...UW 'Ill~ ~ I ald.4t "'' h IMl.S.,._ ._. --.wUl e18t 
M -'-''Mil I• eenl 1 *• • ,...,,,. • ., dNft at a JC ; rrl ,... 
a ~a1U~ a:-7 ._ ~ca 1ll1l M W Jll'ftiM ..... W ,_ 

rli iiii'L.--..cU.• ....... 1 a ••• 

'11M ,...,.,.""7 dNA eta '-'a\lw p ; rl t• a hlW lll\1-

IIDk t. lr 'I'Vutll• ..,. Due 1 a \ 11M - ._ ,. 1 "1 • u.e 
teallod.al a\&tt et tiM 'M- ...._I* 1 1a --.lt&U•'IIltlt U.. 
Weal a\atte et ___. 'C 1 te et \Ilia Oonw \. fta ollleft 

11 doc1p llq 1& ulaud.&W t-. 1M• ... t& lli'1al ld ''\Ilia u\ep 

oaQo u.. _. lll.pUl .... ,.... t• waa~~~.-.u • ..t a....s.oa. 
!1111 \oa\&\1ft pIS l 1a -' • C uld.• et ~ llfA.s.al '11.-

at \Ilia ICru t, ""'l\ la • lalllaeti• et Ule '11.- !lieU •-

,, I ' eel r\a. I -- "•"",..,. ,_._\Ilia---.. 
U'N 11 Jill~ 'lid.* I .... ,_ 'ld.U •I•U t& Ule _..eel utatta 
ot JIIU .- _, JW1I Qc;u t ,_ \IMd.r "-'T• 

"'- ,_ ... ,_, u w......,. ..,._.,*a , ... u ... p, .,, 

I aMll 'Ill ,W W .......... I rta ... RCSMtil.- &a,_~ ... 
\o _.., U' w ......... _, &1\uwtil.ft p ; r ul ,_ u.e Jll'ftltll• llf 

1.., •-iMwwtt~ ...aw t• ~- 11104 -...1 a ' 
111&\ ,_ _.,- t& ..... It &~~~ref J1&l' ..,.na llllaal4 'Ill 111 

~ tM ..._.,a&l u " at *' .. ,. 1 1ll1l "' ,w " 
A-U..triltlftP Sl l'lll.tlt._. 

...... w .... ,. --~ "'-lal aapllfiUc ... ell_, .. 'IC ....- at u.. Jft'l.S.- 111 u.e uu\l1aa4 clraft JI'IJ rnl. 

M II~P"o 

IT CMij el U. II 'I• 

&a .... u_,., IIIla Cal.,., 
ftlel&llln..at~, 
tile • s t1! • at 1&11 u, 
ta .... 1&11'11.& • ... , .... 
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'I 1~ ' l• · I'~ 'r.fr• 
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I l(r!ftl ~~-~~~, ~ ~1! t~fi~ 
f a ~~ n .. "' ! tf I • 2 t 

• - • f~ J~~l!t: i~rfljf;f:t i~~:~r 
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110\' :l 2 1M3 

., ................. . 
Ia tile en 0 I'IIC tile ~ ... dRft ,. ; nJ. tar 

u 1-U~ nML1111M1• ~, *1.111 I -' \a \U JaAln.. 
ot n- at tile la.t.Mt latl.- - ..UU. .,., I llliloh "'\ h 

u\ia,_w Ul&\ \lien 'lllU a.1.- 11a •••l\tet tar _. ... u. a 

prel1JILIIU7 dRft ., ... lUI Ill - -~ ....,. -­
t'IM\1011 'lllU 11a w Jl&""lda ea;t\al tar ~- _. ...,., ... 

--'·· 
~ ,...ua_,. draft era Mlltdlw,. u••l tv a -.w a\1-

IJI.ak tor ~...Ue aad Drr1l 5 \Me-._ ,..•;•red '1r7 \U 

\eabalaal ftatl at \lie IJJI.W 1\a\aa rna_,.ta -.1\aUoa td.tll \lie 

\eabalaal natte at .U.. • 5 rt w at \Ills Clwow \, flla draft 

h 4MIP111T 1Jl ~ t.., 1M ' I W '"-DC M d \lila a\ap 

e.l7 "'- _. ._A_. plllJJ\e rw ao.a-.ue ..s d1-..le. 

!111• ~u .... ,.,, uaJ. in -' • •+ ull.aD or tbe olAaiaJ. '01-

at *• Clwow '• W 1\ h aa 1JIOII.eatl.• at \U '01- beU '1r7 au 

Weal .,....w. I • - Wlld1nc r. ,...,. 'IIMle *• MIIW­
U w J1i ;uaJ.1 *ltll I ...,. .,_ 'lllU aUIIl\ w \ba \alllaiaal natt e 

ot ,..... ••IIV7 Mil,_,. Qwow \tar \beir n.q, 

"'- ,_ aM .,_ ...U !law .-. .. \Ilia \aa\diw .,,, 11 

I ellaJ.l loa ,W w ._.,. ... sr"'a Wl4 ,.....u- aa ,_ •T td.tll 

\ o ..a, ar w I'MIIlw.., a1Wn!M1w ,.4 111 tar \lie Jl&""li10D ot 
1.., ._.. 111\watl.aal _.\a tar ~- Ullll daftl.opMir\ 

\be\ ,_ 11aT ..... \a _..,, II .., at ,_,. ..,.r\e ....U be 1D 

~.\lie -...,eal ...... at \Ills ClwiW \ aiU be I W \e 

d1-•• tala \e\aUw ,. " l 'Ill til ...._ 

...... \a Willi,_ - - Aa?·· ~ ..,UIJ!.IIC aad 

--..... ...,.,tala Dll'"l•- 1Jl'" .,~draft .. Jllll • ... . ~,...... 
II .... , et tale fill I)• 

!be ' 11 'l'le 1. YC ..,•••••• 

7lfal1al ~at tala n or at-· 
l7aJa1 ..._ Clw>W t, '""•· ..,,,..._ .. , ...... 

..._. ::... ~:r.o 
11/lJ/~J 

1€7 

Regraded Unclassified



NOV 2 " 1943 

... u..r. 
Ill \he _.._........,..., ~ '-'a\in a.ft JUJ!IIal 

lflt aa 1-\1-1 nuiUM\1• tw, '11111* 1 .-\ t. \lte 

llal.WI et n-et \Ita 11111\ef IIU.. ----a,., I ..Ut 

"J\ 11 &11\i~ .. W \!Ia\ \IMn will at. M IOII•l'W tw 1 '·-·­

a pnu-1...,. draft et a J51 Jllal tw u 111\wa\1.-1 .,.... ,..... 

t-uoa wlll M \a prwrtM •pl.\11 tw ~- uf -~ 

-'·" 
!he,..,.,...,. a.n at a t.\1\in J!li$1111 tar a tlllW 11\i­

llallll: tw ~- &Jill llwftliJ rt llu - lllee ,...,.,... • \Ita 

\alllalaal e\IU ot till Old.W 1\1\aa tr._, 111 -111\1\iea wl\lt \Ita 

Wlal nett• et l\ltw ...,.,.._, et W.a Oouw zt, !he drat\ 

11 - ..... )T 11 ~ t-, illt_,JI \a ~- a\ Ud.a .U,. 
oo)l \he _.. ~pl.tlMrt jll1l\a tar -.lcS-\1• &Jill cl1--.i•· 

r 1111 \aa\1\in ,...,. .. 1 11 .n u ..,....~. et \Ita ett1111l n-

ot \bll ~. '"" 1\ 18 .. 1ad111\1eD ., \Ita ..,__ held • -

Wlal _,.n.. I •- 1 ., .. tw 71W __.•\1• Ud.a 
\arte\1.,. J!llfiM1, ~ I bape 7W will ~\ \a \Ita Wlal 

e\llte et .,_ 111111...., &Jill,_ a.,wa rt tar \lta1r "-• 

:U'\aP 7W ud 71W ..,.r\1 111ft 1\lltiad WI _\1.,. JWI~Inl, 

l JbiiU M 1llf \a 111ft ..... I \a &Jill ..,...u .... 7W ~ wielo 

\o ~!~aft, I J' \a ftMlft AJ9' al\anl\ift j!IIJUil tw \be JH'Ii•• of 

1~ 111\ane\1-1 ent~.\a tw ~- ud -1•; rt 

\ha\ JaG Uf' ..,.. \a IOIIwl\~ It IIJIT et 1- _,.n. oboll1d M 111 

'Ia~, \Ita tut laal •1•na et W.a Oouw \will be 1llf \o 

4aoue \Ita --.un J2l ; • 1 wi\lt--. 

....... \a ... ,_ - - twnber .. \Wlal llll'kl)'illl ... 
41_..... ..., et \Ita ,....n•- 11 \Ita _u ... drat\ JWopoMl. 

.. •lT ,_., 

)sj%(~~ 
••• , • ..., ., \Ita '--7· 

~~ .... u " GIJJI.U. .,.,, 
·- a.s.n. ., ,._, .,.._ . ., ~ .. 
el• hlat•• ..... 
Land .. , IIDaliN· 

.. llewe 

.. ~..~,, : :::. J : vm 
ll/1;/I.J 
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JIT ..... ~, Jlilll.ilter I 

In the .-.nola a~nc tM telltatift drat\ lll'opo•l tor 

.., iJI\anle\1~ NllriUaat.i• tad, *1* I -'- -'118 ... \o 

\be 111Dil\are ot Pl..Danoe ot \he 11111. \ad lfaUone &Ill tao. -Wiea ... 

...utec~ 'IIi t11 t~Ma, I .. 1•11 •n 1a uUo1pat..S that \lieN wtll al .. 

be ew.ittecl !Oft OODai"-Uoa a pnl1w1u'7 clrefi ot a lli'Opoal fer 

a.a intez'MU-1 •....-r ...., .. r-t.ilft '11111 be \a JII'CIWide oapl\al fer 

reoonek\lcUon anll ot.ftloJMG\• • 

The pn11w1M'7 c1ran ot • t.eatatiYe .,..opo•l tor a Ull1\ad •u­
BLIIk tor ~- ...S llrfel~ bN - beaD .,...,.,... bJ u. 
\aebnical e\aff ot \lie IIIIi ted 1\a\aa '1'1' .. •"'7 111 OODeul\a\1011 wtt.b \U 

Wolm1oel a\atfe at ~ ~· ot t.lde Outti-n\, !be clran 

11 den.,..)¥ 1A a~a\ad r-, illtelll!ed to bl"111f out et \llie .wae 
011}1 tbe -. nplt1au\ ptd!Ra tor oonal.da'aUon Uld di-noa, 

ftlie \antaUft lll'opoeal h ""' aa IOiiprual.on or tbe ott1o1al newa 

ot \Ilia a.... "'·• ba\ 1\ 1a u illdieaUoa ot tile n ... held 'bJ -
\Miull.cal uparte, 1 •- Mllell.q tor JOVI: uaal.naUon tllia \oil~ 

UYI propeaal, *1* I bepe 7ft Will au.i\ to the taobnioal natfe 

at J'OW 111.1118WJ ...s 7ftr Outw rt tor their n,.q. 

Utar 7"" Uld 70111' UJIW'ta ban etud.l.ed tbio tantat1n lli'OJ>Oal, 

I •u be 1w w lla'YI e\1011 ta Uld ...,.nioca u 7"" MT Wllll 

ta •ke, or ta I'Mal.ft 11111r al\oi'Datlft propoaal tor \he !li'Cf9illl.., ot 

1~ 1.......,.\iaal oredi\a tor reoonatruot1on and deYil~ 

\be\ 7ft IJIII(f ..... \o ...ai\, 1! tJZq at )'OUJ' expert. obould be 1n 

Wa~, \he ~-1 ~ ot t.bia acrr.r-t '11111 be ,ad ta 

41- \118 \on\oUft lll'l,...al '111\b t.llaa, 

• ..,. ta .... ,.. - - tllr\llel' •wnal ~ &Ill 

41-~~~-. at \he ,...nn .... in \he out~ c1rott lll'opo•l· 

lnolwcaN 

. ._ ::.. B:er. 
- !/1<./, J 

IS r wt}J Jove, 

1 £~ 
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2J 

IIOV 22 IW 

Ia tile uda au J 'Vi., U.. \eMaU'N eat\ JI'Opoal 

for .., 1nt..nat1oaa1 nabl.Uaa\Un t...S, 11111oh I MGt t.o \be lllllin-. 

ot ru.- ot t.be 11111'-4 ••u- - -~· ap, I aa14t "'\ 1o 

uaUo1paW t.be\ \h- '11111 abo be IOIIIC\W flllr OIGaidant.ioa a 

pnllllltiU'J van at • ,.. "' uo1 t• .., 1""-ti-1 ~ wboaa 

tiiJlO\ion 11111 be to )lH'f14a oapi\a1 tar roaon.V~&o\1on IJid ...,.1~ 

-'·· 
!be P"'"e1•'7 Vat\ at a \atr\aU'N JII'Opoaal fer a Urai.W .. Uano 

lank for laooaatruUOD aDd tlrralApMD\ bao - beOD Jll'lparad by t.be 

\eobmal o\aff ot \be 11111'-4 1\a\aa haa111'7 111 c~\a\loa '111\h t.lla 

\aobn1cal 1\afto of o\bar 4apoo.rliMD\I of \111a GoYer...- . 1'111 cb'at\ 

11 4ai1..,..SlT 1ft allllrnla\a4 ton, 111\allda4 to br1fll n\ at t.llh nap 

OlllJ \he _.. a1.p1.tloaat po111\a t• ooaa14arat.1oa """ 41-11-. 

11111 ~u ... ,...,, .. 1 u Mt.., ~~~preoaioa at u.. ott1eial Y1-

ot W I o....r-o\, 'bli\ U 11 all 11141oat.1o.o ot t.be Y1- bel4 b7 ow 

\aollaiaal llllpel'\a. I • - 1111111111 tar 70_. e= •Uea WI 

\aftat.i'la p opoal, *tela I bllpl ,_ 11111 .w-1\ t.o t.lle t.oaloaioal 

o\att1 ot .,...., 1111111\'7 ... .,_ Ooww nt. I• \hair ot.IIII;J. 

At\ar JW IJid .,_ eper\1 ba'N o\IIIAieol We \all\e\1'11 popo111, 

I aball 11a cW \a ~~a.,. .,.... 1 o\a ..a ~QU~a\laoa aa.,.. aa:t 111a11 

\a .u., or \a ..-1ft -. al\arnat.ift JII'IJOAl t111r t.lle )ll'oY111on ot 

1..,.._ 111\arnaU.-l IIN41\a ,.,. ~ion IJid ...,.lopaurt. 

\bat ,.,. aa:t ..... '" ..... u. lt .., at .,_ .,.w elaoald 'ba 1JI 

'laaldfii\IG, t.11e \aelllll.al ~· at Wo aow-t 11111 'ba cW t.o 

41- U.. \eMaU.,. JIIJia1 'llitll \baa. 

..... '" ..... .,.. - - t• 1 

._ -~al IIIIP11JJ1.., ... 
41-·· ... at - J"l'f111- 111 \Ill n\111114 cb'at\ ,.. ..... 1. 

1'111 llenont.la I· J.. Jlallir 1 

111J111\ar ot n-, 
DICJI1• .., a...., 
0\t.l'a. c....ta. 

IDe tee-

.:. . :!:.. .'l:ew 
U/lJ/~J 

11~-,-.. 
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llloelleeqo 

Ia tile _...._ ~ U.. t.l\a\ift drat\ prepoa1 tw 
.. iJIMnla\1.-1 naldU .. uaa ,._., ** I -' - _._ ..- \a 

tile 111a1nera at n- et tile 11111.\M •u- &lid \lie -"'1 .. ~ 

OIOlaW wi~ ~. I ••• "1\ ia M\icl.pa\M \bat \Ioera will al.M 

be aullcl.\t.cl tar oonaid.ara\1011 a prel1e1 •'7 d.rat\ at a .,..epoaa1 tw 
.. u'-nla\1-1 aaeaq wboM r-u .. will "" \a pre'l'ida aapi\al tar 
~1• DDd. dnalopMD\.0 

'fba pra"•'DD'7 d.rat\ of • tODI.a\iYa propaaal tor a 111111\M .. \1_ 

lluk tor RHona\n.o\iaa aDd lleft~a\ baa aow beaD pr.,..... lilT \be 

l.aolm1aal a\att of tile llai\M S\a\aa 'r-81U'7 111 00118111\a\iOD 111~ \be 

\Him1oal a\atta at o\ller ~\a at t.llla Oonw \, !1M drat\ 

11 d.aaipaoll1 ill alll>rC'Iia\ad. t..,., irl\a- \o briAc M\ a\ t.llla 8\aae 
1111¥ \be.-. aipl1t1- pci.JI\a tar OODaid-a\ian DDd. d.iMUcl.•• 

!1>11 \ell\a\in prepoaal i a 110\ aa apreoaion ot \lla otti oial n-
ot thio Qo\'ar_,t, but it 1a u iJIOiiaa\1.., ot \he Yi..,. hal4 lrT -
t.ohftloal axpu"\e. I M ... "n'' "l tor 7tnr ezee'utioD \b11 ~ 

t i ft jii"Dpooal, ** 1 IMpa ,... Will ....,_, \o \be teolmioal a\atta 

at rcnar 111D1a\'7 DDd. .,_ Qu;wwnt tor t.ba1r ot\adJ• 

Attar 10" aod. rcnar a:par\8 baft -ad \hia taa\atiYa prepoaal, 

1 lhall ba clad \a ... ,.. •• 1 to &lid eaaeatioruo u ,...,. -..:~ wtall 

te ..... ""te reoei,....,.. al\ana\1,.. .,..,;••1 tor \be .,...na• e4 
1oart- ia\ana\1-l •adi\a tar r..-tr...U• DDd. _, ; ' 

\hat JOII '11/J;f 08H \o -*it, lf UiJ at JOV a:pw'\e llholo&l4 ba irl 

klbia,\all, \be \MIIIIlaal dpat"ta et Wa a.... ..... nt will be ~rlad \a 

d.1-• \loa '-ia\1ft prapoael wi\b u.. • 

.. bapa \a ..... 7011 - - l.nMr •tarial - UtJ1D1 DDd. 
d.1aaua1ac .,... et \be .,.._nai...., 1111 \loa ...t.Uoad drat\ ;u:;uol. 

11-lJJOV•· 

jsf'J/·~CJM 
..... t&"J' at t.ba '-• ...,. 

lila .... u... '"-*''- SarNa, 
""' lliaiat., et n-, 
Tba '-JNbUa et Qnle, 
Santiap, Chile. 

IIGelaaure 

.... : .: .:; :tll 
ll/l~/43 

171 

Regraded Unclassified



IIOV 2 2 1M3 

1JI \lie llllllll• ........,uc \1M '-'a\lft dr.n ... ~··•1 
tw aa ~\1.-1 11\UlU..Uoa hlld, 'IIUIIl J -' w \1M a&ft«oa 
o1 n- et t.11oe 1.1111.\_. lle\1- - ~ .,., 1 ..Uo •n 1a 
..UeipaW \lie\ ~ will U.. lie nt.l\Wt tw _...\leo a 
preliJI111U'7 drat\ et a Jll'opoaa1 tw aa iiiMI'•t.ieMI .,.,.., wboM 

teoU•wl.lllle w }ll'e'fide eapiWl tw ~- iUIIII deft~ 

~.· 

n.r .,...u .. ...,. -.n ot a '-\at.in Jll'opul tor a umw llet.i-

- tor~- aad ~los \lou - lleea ... .,..... 11.r u.. 
\ollle1oal IWtt ot tao UIII.W swwa freaoiii'J 1D ... alw\1• wt.U. \lie 

\ollle1cal IWfta et ot.11er de~ et Uoio CWrer-'• n.. drat\ 
1o doei,_.lT 111 obllftoriaW 1-, 1JI\alldo4 w briDe ou\ a\ Wo ow,. 
o111;r u.. _, aipltioaa\ poiA\1 tv eoaoideNUaa aDd dioouei•· 
tbio \ol\t rt.ift JII'IJDWl 1o DO\ aa •; uoi• et \lie attioial now 
o1 W o O..w \ 1 lMI\ 1\ h aa 1Jidioa\1oa et \lie rt ... lleld ll.r ow 
\MIIa1oal ..,.,.., I • - 1 'IDI tw .,_ esee!•t.iOD Wo 
\oa\ot.ift JII'IJ1ool1 llld.ell I IMpo 7ft 111.11 ...a.l.\ W \lie wollaioal 
1\atto ot .,_ lllJd.ftl7 .... .,_ Qoow =\ tw tM1.r n.-,. 

At\or 7ft aad .,_ ..,...,, lien o\11111114 Wo \oa\a\lft pHpOoal, 
1 oball 11e 1w w ....,. ,.. r.a ..,. ...,...u_ •• , ... .., 111..11> 

w aloo, ., w Noaift .., al\wMt.ift p pal tw U.O JII'W1o1• ot 
'~- 1.-.....u..t ontiM tw ~-aDd -1 p a \lla\,....,-- w .,....,, 1t.., ot ,_ ...... lllftld ... 1JI 

lalll1Jic\c, tao '-llld.oal ..,...W et \ldo Qoow 1 \ 111.11 lie 1lod w 

di- \lie \=\a\ift ........ 1 wiU. u... • 

.. llep M .... ,_ - - ta 'hw •t.erial MP1J.l71AI Ulll 
d1.....U, ... lit \1M ....-n•- 1a \1M 101\U... dJ'at\ .... , ... 1. 

J1 II aJT .,_., 

lllo ._U.., Lt.j. 11• Dw"uw, 
noa 111a1n. 11t "-• 
.lddio AllaM, IUd.IJila• 

lao to... 

1"'? 
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NO• 2 l!IQ 

la .... ---- .... u ............ u .. .,.,, ,.,.eel 

tor u tawreeUnel eU.lllMtia ,_., '*lell l _, to tM 

Klalot•• of "- el tM VlalteA 1 .. &.8 - _..._ .... l eel&l 

•n 1t •Uol,.W& •• \UN ..u1 el• '- ..WtW& ,,., .... l .. etua 

a prol~ ...,. el e ,..,.eel fer • let-tleeel ....,.. ..... 

tuauee wlll k w JftYl .. -.&w tor _...,..u., ee& ~ ..... 
111e prol~ &rett ef e tMtetlYe ,..,.eel to• • DaUeA 

laUou Jeelr ,,., ._,..,..u., ee& Dcltl.pnt M.e •• kM P".,..,_. 
~ tU ,_..ltel oWl of tM UdteA ...... liP•~ le .. elftlt&tiee 

wltll tu t.-.&eal etefre el otUr ,.,.... nh of tllh ._._,, 

!be &raft h ... ._.&11' la .-w.nete& ,..., letee&e& w WUc nt 

.. \hit ..... alF .... - o'-""-' ,.&e .. f• _ ......... ... 

&l-otlea. a&o tatetln ,.,.tel h ,., a _.., .. tl., of tM el• 

tltlal wl•o e1 We ._._,, wt lt h ., &eu .. uea of tU rl-

uu ~ - tlllldeal ..... o. l - - ........ '"' .,_ _. ... 

Uoe Wo ••taU•• ,.,.tel, '*'* l ..... ,.. wlU ..Wt w tile 

t-leel otelte of ,._ llleh\lr7 a& .,_ ._._, tor tllou .. ,.. 

AIW,.. ee& .,_ .,._., ~o ot-.&leA Wo tate.tlYo )lhpleel, 

I o11e11-., ,w ta ~ • .- _ .. ee& _u ..... ,.. .., "'* 
to .ate, er t& "-"" .., el-Un ,..,.tel ,,., tu P"•wlllea of 

lo_,_ &et-t"-1 •*" ,,., .,_.,..,..u .. ee& a..ol.,...t 

tb&t ,_ _, -. '- lllllftllt . II - of .,_ --'' ollo!l4 'M le 

Veelllectee. tM t $'eel ...... el _., ._._, ..ut""AlPW h 

"-· ......... , ... ,.,.tel wl\11 ..... .. .... .. -- ... - - ,., ... --lel ... u.IJ'lec-
&l-lllft& ..... e1 -. pftY&ttaa le ""' oeUleeA eren prep~eel • 

._.,.. .. 

• ••'-F ., .. "'~· 
11o -.u.._., Pl..,...,.,., 
Mlelot• e1 "-• 
flree& ... ef I 'IUio 
SO, ._ J.llo hll&lea, 
Maab·Ml. o· •• 
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., 
HOV 2. jjjtl 

... 118Mrl 

la tale ,. 'rr ............ tale ......... .,. ,..,.-.~ 

t or oa ta•-U•Ml ,._.Ul•Uaa '-A, llloiell 1 -• .. , .. 

Nioh\•• ef "- of ... V.ltel latl .. l ... •••._ .... I *'' 
•u ...... ,,,.,_. ta~et .._, au a1.o " ..._. .. _. ,., -11'-
au .. • ,..e1......, a.lllt at a ,..,.-.~ fer aa lat-tleMl ..-.r 
..... ,... .... dll" .. Jilf"l .. eapltal,., ·-........ , ..... 
u..u ...... . 

• ~., ..... IfF ...,, ., • ta\atlft ,..,.-.~ , ... Val tel 

I &UI III Jeak tilt --.o-t!Aa ... ~~· ... Mw '- ,..... 

plltM 'liT tu teallaleal etlllt et tao. Valtel ltatee .,.__,. la -

Ml\IUOII wU~ \M t.-.ailel 1Wf1 alI~..,_,, et .U1 . 

0.•-•· •• .,. h ..-.,.a, la .......... , .... ,., ..... 

M Vi .. ft\ at .UI ..... aUF \M -· ~-· ,.la .. tw -
. ............. _...... IIIli ...... " ,..,.-.~ h ... - -

pnot1111 of tM attlelel wl ... et tlll1 ...,_,, at U 11 1a la­

ltoaUea ot •• "''" uU ~.., Mlllldeal .,.._.,, I aa ., ,...... 
lac tor ,_ ••ttaa tWo tatatln ,..,.-.~, *1111 I »Po ,.. 
wiU t't!lldt .......... leal otlllto at ,_ IIWetrr ... ,..r ...,_ 

-· , ... ·~dlt ...... . 

Att• ,.. _. ,_ ..,_., MH otulel •h ......... ~-.1, 

I llllall M cW .. MH _... _ .. _. _. .... , u ,... .., "'* 
M ..-, ., " ...tn .., alt-tlft p..,.o.~ t• \M ,.. .. tollll at 
11 ... \- la'-Uaaal •ellh tilt ,_.,.._ .... &M _1.,...t 
._, ,_ _, -• to ..Wt. It .., ot ,_ ..,...,, ~Malt M la 

. ............... b ... , ...... ., •s. .... • wlll .. ~ .. 

41-· ......... l .. ,..,.- wltl! ..... . 

•• .., ... ..a ,.. ... - ,., ..... •••tel ... lltrlac ... 

u--.. .., ., .._ ,....til- u •• .. ,u_. "''" ,...,.111. 
~ ....... 

..... 'IfF ., ... tr..-r. 

Hto lliiMUIMt', I. - ._ llrl*, 
lllalot• ., "-· 
, , .... .t tM ....,I.MU, 

"'· 1. ·-·-- .... LoU.a, ..,_..._ 

~ ... 
••. ' : ~~ d: b(: 
ll/lJ/<,J 
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NOV 2. 1~ 

.... 11...,1 

Ia u.. -~ •• a ..U. Uoe t•taUn trllft ,..,.-.1 
f• a t.at-\laul .... u, .. u .. ,.., *Ia I _, te u.e 
IIUht•• at ft- If U.. VaUe& latl ... - _ .. , .... l 

ealtt 'It h ••tal)l&tl& tllat .._, wUl lla M .-&ttl& f• .... 

llt.aUII a ,..llallluF ...,. td • ,..,.111 fn • t.at-thMl 

....., •• '-''- w&U 'M t1 ,rew& .. -.iW t.r -•trwUn 
_, teftl.,.. • •• 

floo prllWIIIIPJ' tnft at a tataUn ,..,_111 tar a VatW 
..... .. llaal< t.r ._ ............ , ~· ............ ,.. .. 
,...... , ... telllaleal •Wf, \lie llalte& ...... ,.__, t.a .... 

elltau .. "' .. u.. .....,_111 •Wf•., • .._..,_ ...... ,we 
Qoy-\, a. lrllft h ... , • .a~ t.a -'l&tewlaW teN, t.AttMI& 

•• lrl .. nt •• tllie ..... •all' u.. _. dcaUt-• patah far 

.... u ... u .. a.a u_,,.., '"• '•"""' ,...,.-.1 11 .. , • 

..,.. ...... at Uoe tdtlatal "'- .t We ...,_,, ""' lt h • 

ldlauaa at Uoe "'- lieU ~ - telllallll ........ l • -_, .. , .. ,_ ·-·u. .............. ,..,.eal, ...... l ..... 

7ft will ..Wt ta Uoe t.-t.u atatte If ,_ lllalet., alA ,_ 

... _, , •• Uoelr ....... 

.,._ ,_ _. ,_ -.an• ...,.. etoMle& We ••taU•• ,..,.-.1, 
l elroa.U M 11M ta Mn ..... I Rtl 8IA _tl ... II ,_ _,. 

"'* ta ..... " .. ,_,.,, _,. au-u ... ,...,.. tar u.,... 
whln at 1ne-•- t.atal'llltlalll are&Ue tar _,_., .. -.... 1.,... .... ,.. - ...... -.lt. u - ., ,.. _., • 
...a" 1a ............. tl$allll ........ , ....... _, 

wlll ll 11M ta u- u.. ,_.aU•• JI'IPiaal ••• ....._ 

........ .-A,.. .... - ,. ........ w -1lf7lac ... 
u-.u. ..., ., ..,. ,..., ..... t.a -. •• ut.aet .,, ,...,.111 . 

...._~,.. .. 
jsjj/~~JW· 

._....,. If \lie fill I · 

l h .... u .... II ........ ... , ..... , .,.... .. 
a. Ualte& ....... , ..... 
...... otv, ~~eG• • 

... l .. wa 

..... :_ J :ac 
ll/!J/1.> 
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., 
liOV 2 2 1~43 

latF11..,. 

I• ~ au o Jl'll \M ~ .... *"" ,. ; I 1 t• 
.. ~U-.1 n.w.~oa ftlld, ._ .. I _, \e \M Jbl.ftflrw 

.t a- et ~ Ill ... --- - .......... , I ••• "'' la 

..u.s..-.. u.. ....,. •u alee .,. ..._.._. t• I , ·-u• • 
,nll&Mr7 draft et ... IJ 1 t• - la~-.1 ....,. .... 

18ftl• wlU lie \e ,....S. .. eeplW tflr ~- ud ~ ...... 
rM ~ draft ef a '-""~. .... j&IJ I I I 1 tflr a OlllW au .. 

IUit tw ... ..n..-...ftl• _. De•c'oJ ' baa - .._ ,..,.,... 'liT~ 

\eeiiiiLMl. ftatt et \M ..... *'-!I" II 1 la ~'-'1• wl\11 \ale 

'-lollMJ. eMU• ef ...... a 0 a .. ef Ulla Qw;a '\o 1M M.ft 

11Mel.~la ........ tas,h1 at'-.UW-'-'*• ..... 
M1J "" - "-a..- »"'• tflr ..-....u. _. ell ...... -. 

!ld.o \e\e\ift J&IJII 1 h M\ • oa ot ~ etA.uJ. .s.-
.t \IIU OAa \ 1 W\ U h a 1Ml•U• ot ~ .S.- lieU 'liT -
~eel. 0 "\eo I a- I I'll tflr ,_, 'w\1• \aile-

u .. ;alfiMl; ** I .... ,.a '11.\U .,..,, \e tu \elllllloal a\etta 

.t ,., .... ., ... .,.., -- ' tflr \MU ..,.q. 

After ,.a .... ,..r IS M ............ \ka '-'"l.,.. I* $ 1, 

I aMU .,. .w -. ...,.. _.. '' ud ._ .. u- .. ,_ _, 111• 

\o .a, • \e J'Wiiw UIJ' ali -"" ::•:::!/• ~ ,....,S,el.oa et 
1 ?81t .. latla U-1 _...._.,_.11 rl""' _ _.dr'l 5 ¢ 

\ala\ ,.. ., - .. ---·· It .., at .,.., ...... aMaU ... la 
~. t111t Woal ....,._ et Ulle Qwua ' 111U M elM \e 

Ill-~ , ...... j&IJII ] '11.\tll tloao 

.. ..,.._ .... ,_ __ falbr~~_. 

dl_ ... ,....., et tM Jftlllll-U \M •W... draft ,.,.1nl • 

• II aJT ,...., 

;sj}l~~;;w, 
II tU7 ef tM h •rrr• 

lle an ,,~ .-.. 01• c·, 
.... Mtllw ... at a-, 
rM I ; "lle et I 0 w, 
~~·a ... ... , ..... 
• .w.: - oHr .... 
ll/1;/.,; 
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~f. II 'lfll 

IU 
:II' . ·I 
• • .. 
• • 

• 

j ~~Iff~ ~~~~!!:Ill ,.,,,. I 
. • I 1~£~ 1'~frt!~~~, (l'fl; 

f f ! iII r i I ~~~~ II i ~I f -
lr rru~!! !· l•:,!! (tr1~t 

l•~, Gl f Ill~ 
1 ~-il~i~• lj•~~l lr•J 11·~ 
I rllf ll:iJ' £1~ f,-;! 

~ ~ f J!l~ 211 '1'1 I ~Jrf 
f l f•l •• ~ .. ., ... ~ 

. ~~ ~ l f ~ I ~ I~ i B ~! ] ! l; f f II ~ 

~ if dU~i ~!nr;i!H ihf'l 
I t l~ ~f• 1 'fljtf ~iif~i 

~ 
-J 
-.../ 
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bl ..,1e ~r&Qdua a.ce~ tbe tettatin dN.tt JII'CJIO IIl 

ror on tnt.Gmat.ion&l ftablUaat.l.on tin! , wbicb 1 ..,t, • .,.. _,t.M 

!lf;O w II•• 1.nl.atera ot UnanOOJ of thlt lm1 ted .I&Uons and tha 

co'"' ..:·•~• ... IO<UMW<I lf1 til th.,., I said 1 "lt. 1o uut.•alpa ta.t tliat. 

tl>e..., will also be aw.i tt.ed t ar conlll.daraUon a }ll"e l1l:dnary dralt 

ot a •ro~ for OlD Ultamat...oo&l "'l•nq whoM i"Wlot.1.011 1li.1J • • 
t.o ~..,. • ...., c.iplW ;or .,..,...~, .. ,.c:t.ian - deveJ.-·t. • 

'&111 p.rel1p1naey dralt ot a ~t.atJ.T• JJl'OOlOIIIll i'or 11 Uo111.<.u 

l at.lCitla ""'llc •Ol' • .eOOWitnlot.l.on ~ ..onal.opaeut. luoa now boon }ll"e­

,:arecl uJ - t.aollnioal at.atf o1' \.bo l.bit.d .. t.atee ~ 1n 

CCIIlwlloo•i"" with the t.achnJ. eel .tart a o1' otb• dop&rtot.LL ta ot 
th.h ~"'e.,..,...,t, the dtst\ 1a oiNipdl.J 1n ~ ... ..ated lal'lJ, 

1nt.l>all•• t.o brinll out a t. tb1a atap 01111 tho 1101'8 uljjlll.ficarot. 

pointe ior cooaideraiJ.on aM cll.acuaian. 1bl.a [Qlt.lt1,. ~;raj)oa&l 

1o not. 110 ~aal.Gn ot "'- ol1ie1&1 T1wa o1' t.bl.a lio''"""""nt , bat. 

it 1a 1111 1adicd1on Of the Yl -. belcl ~ OUI' tlechiUcaJ. ._.-t,a, 
I a:> n"" Hndinc tor ,_. -..:lnatim tbla tooot.a U ft prot>Oalll, wbi.ch 

l hopu you will a"'--.t. \o "'- t.eolul1olll at.ali'a a! your WJ>1114';1 and 

yOIU' Ucwa,..nt. tor their at..,. 

Attar J<>a ADd 7- -rt.a ba .. at.llld.lecl tbia \410t.at.ive propoeal, 

I aball be gl.e4 w-- -t.a and •I!Pit.iona aa 7011 aA:1 

wl.ah ~ """'" • or t.o rac&i ft &IV aJ.t.anwt.iva propoooal tor t.ha vro­
v1a1on ot lGQ&-t.arol UI-Uon.l Ol'eclit.a for reconetNct.ion 11114 

dev~t tba•,......,....., \o ~-. rr IU\1 of ya.a uperte 
lb>'llld be 1n lo:aellla&t.oc, ~e t.acmdcal apart.a ot tb1a Ooverr-nt. 

w1ll be 11 ... to> - '1M M>t.atift .....-l with t.MD. 

~. hopa t.o aan11 you aom> • .,. .!'urther • Aterial IIAij>li1Jilll! ami 

die-Lnt .aro- of tba prori.a1cm.o in tha aut.lin ld draft jropo.oal . 

f:l.o !xoeu .. q • JalJ.o ~. 
'Ill• l(ln1at.ar ~ "-• • 

'l'ba RepqhUo ot p..,.• 
Lt.. Pwu. 

liiaCII~ JOUft, 

!:!..e::r.;:::; -~ 
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.. .... .... llln1 ...... 

Ia the __ ..._ 111 a 11111 tile teauun «raR pr.,..tl 
t or on 111\ama\1-.1 o~aa\1.• "-1, wld.eb I _, \o \lot 
Ulnio\aro of rt..• ol tile lall\M laU.O - -\lui .. ,, I 
oal.d e •n s.. a\1~'-l U..t. \h .... will tlM ba ""'-lt.\ad tw 
-.ldua\Utl a ~ *-1\ ol a prt~ ntl tw 81 l.Dt.or­
DOt.loaal , ..,.., •-~ wUl Ill \a JII'<W1• Mjltt.tl tw 
ro_,.VIIcrt.l• aDd ....,_..,_\, • 

1M Jll'l"e!"tT *eft ol a teft\a\1'01 prtpaMl for a lklW 
Jau .... lilnk,.., Ill \a..U• ... Doe ) e 'baa- .... 
prepuoecl _, \M ~al 11\atr at \lut UoUed 8\a\11 ~ 
111 __,"\!.a .. u .. tM \a....S.aal nana o1 """" ~" 
ot ~ a..-\, De. *-1\ S.. • 'I lOT 1a ...,..'l'l.aW 
t .... , 1A'-'IM \a _,.,. •' at. \las.. na_. oaq \lot _.. 8ip111-
oont. polat.a tw ore! I aU:• aDd U...&•• 'llll:o \aat.a\1.'01 
prlpllal s.. 11ft - ... -'- at "" att1e1al ft .. ot \h18 
a....-... ""' L\ s.. - !Ml..U• ot \M '1'1- bald • -
ioahl>loal •q I ... I a - ...... lw 7W1' ~1- UUo 
Utlt.&Uw Jll'l.llal, 1IItilb 1 lalpa T• wUl oltllaU \o \lao \aohnical 
oi&lta at~ 11111ifti17 _. y.- Olft-t. for \M1r 1\ood;ro 

U\ar ,... .., ~ 111 nw "'"' otedl .. t11s.. \eWUve pro­
poaal, I llltl1 "' aw "'u... ..... -" .., ~ .. -
7"" ..,. 'ltS:Ib \e aiao, • \e nae!.w .., al\ani&Un pr • II: F 
tor \lao prw18&a ~ 1 ... Cwz ia._ atl-) .-til tw ra-
liNo\la ... • ) 2 I tM\ ,... .... - ...... u . u .., 
at.,_ ; .. ...w .. ia ~. - \aa1111oal-- , 
ol tflaU .... ' w&l1 N ,... W ·-- tM ._...,.,. F i 
lli\11 \biz. 

............ ,.. - - tw ,., ..wr1al lll5llit)'iAI .., 
41-...a.c ... ef .. pcallll- Ia tM .,., .... e.t\ F IS ltl. 

Oeleel ....... '«1-, 
...... e6rs-, 
a- al.Ul ot a. ,...,.,.._, 
11\e ,_., .... ·-· ._,.n, _,...,, 
~~~~. H!*tK!lWJ"' ll/lJ/4;J 
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..... u..,. 
b \boo _..,.,. ~ tile wmat.ha draft p apa.al 

tOJ' u 1-U~ Nlol.l1aat.1oo had, 11111• I -' t.e \boollla1.t.en 

at n.- et \ba lllllW .. \1_ - _.... .,., I ..Ut 'I\ 11 
ut.ioipat...S \bolt. \Ioera ell &1M be nllet.W for -.ldan\1011 a 
F"UalDU7 draft. of • prepaaal ,_ .. 1Jit.ei'Jiat.1-l ... 1107 ... 
t unotioa will boo t.e pnrlda Mp1t.el fw ractODat.l'~t.ioo Ulll 4nalop­
-.a•,• 

'lila pnl1w111U7 c1ntt. et a \aa\aUn pnpoaal for a Ual.W .. uoaw 
1u11t tw Reooo>at.not.i• Ulll Dftal.apa ~ bu - bHtt prepal"aal liT tile 
\aalud.oal at.ett et tile Ual.W llt.et.ea 1'raaalaa7 111 oODWlt.et.ioo e\b \boo 
\aalud.oal at.etta et at.ber ~ et \1111 Ootw 1 t.. 1M clnt\ 
h daai..,.U, 111 d'tawiaW f-. 1.Dt.eMad t.e llri.llc mat. Wa at..,. 
11111¥ \boo_.. oip!tt--' parU\a f• _ .. d-t.ioa Ulll .tlaaualcaa. 
!Ilia \ult.at.in p IS 1 TTl i a M\ aa ....,....s.., of \boo ett1tial n-
at tbia O..w rt, bitt. U h aa 111.tloot.1oo et \lie '11- bald bJ _. 
t.eobaiaal .,.na~ I • - 11 'hi fer 7_. ..,.. •t.i• W• 
t.ant.at1•• ~·•••1, 'IIIU• I 1aopa ,.... ell ,.....,., t.e tboo t.eebaloal 
at.atta ot r- lllll18\r7 Ulll 7WT' ~»•• 1 1t. f.,.. \bC.I' naq. 

1tt.w 7'" aad 7Wf' _,.na ...... a\11di..S WI t.eat.at.in p ... al, 
I allall M Jl.ad t.e ......... a \a aad ..,.e.U- u 7'" _, e• 
t.e Mloa, er t.e ..-1,. ut' alt.enat.in p ;tTTl fw \boo ,....S.aioo et 
1~- 111\enaU~ ..-.ti\1 fw ..-wwu ... Ulll -1...-.& 
that.,..._, .... t.e ...... Jf .... ., r- ........ ~ be 1a 
W.abiact.oo, t.ba t. ' •••1 .....,.. e1 \Ilia Ootw t. wlll lie rl.as t.e 
di- toM \oot.e\1,. papa.al wlU. ~ 

.. bapa t.e .... 7'"-- tut- •twial..,.uJYi"'' aad 
d11f0Ua111r ... af uaa Jll'"iliool 1a \be .... ua..s draft ~OJIO&rlo 

It -17 :r-•. 

11& ... 'llMilr. ~ ...... ONt.e, 
""' lliaiat.ar ., ~. 
n.. IID1W 1\et.aa et .. aall, 
ll1o da "-"• lnail. 

hl.oa ..... 

1ao 

Regraded Unclassified



~-·· 
Ia Woe-- •• I I !.a& tile ~t.lft oint\ JIWOJ •1 

tr~ u 1.&\G'DaU..al aUitiUII&t.l.• IWMI, *l.tlh 1 ••\ \a \lie 

111n1n.n ol Ya.• o.t \lie 1.W.W ,,U_- -\lie .. o, I 

NJdo •n u uov.a,.W tala\-... cu .X.. 'M ao.,I.\W tw 
-..!.Hnt.l.GII a j1Nl1ri"'J'F u.ft at a pt ; 1 tv a ia-­

aat.l.-1 ace• -- lWMU• wU1 ... \a pi'091de .-pi \Ill t or 
roe .. IV ... UGII """ donel ..... t. •• 

'1111 P"lilolaal7 a.n at a -"'" pi 1 na1 ,., • uuw 
JI&U.,. 8oat tw ~- ...s .u ..... , ._ - ..._ ~ 
......... h ~&&1 aWt ol \M UlolW S\&Wa !J'-*7 1.& 

-~•1\oU... tlltll w. wolai.Ml natta at M"Mr •p&n..w at 
\1111 C.oao-1 \, 'Die oint\ 1a "Mtp..U, 1.11 Mlorma\M t ora, 

1nWMid \a loriag 011\ at. t1o1a a\aiJt aall' tM .... ••u"-' 
p&ow tw , 1 1 n" • ..,. a-u.. !lob -u ... p._al 
11 ao\ • ; oat• at tM ott1U11'1- at 1JIJo1a O..oo 1 \, 

wt. 1\ 11 • iMU&\1• of tM - btll.d 11r - \aelooUoal. apena. 

l •- =•• .. tw :- ......... u. tbia '-\&Uw prapoe&l, *• I a..,. ,_ td1l ......,, \a U. •.-tool. aw.tlo of F-
111.&1aV7 _. .,_ Gcow ' t.r \ll&r -. • 

.,.. ,_ ... ,._ ............ oWiod tlo1a -'-"'" ..... 

p.-1, I lilo11 loe 11M \a loaft ..... u Gild 0111/Po\1- u 
:rw.., a• w ..,., w .. "-''" .., al-\1 ... pi ''aoal ,., 
U. pow' at• fll ' c ""* ........,.ti-.1 wMt\o tw rao-w.\1• 
..... ' ' ' tlla\ ,... .., .... \a ........ 1 u .., at ~ -
per\o ....U '- 1a .............. , ... \6*'"1 Uill Me ot t111a 

Ooow t. td1l 11a 11M w-- tile ._..u ... Jll'apoaal til til 

tile&. 

~,_., 

W:X~tJV-
•• •• ..;.; ~"'~ 't1r1M'11'7 

Hie llxooll&q 1 I ft at.eia Slll.a, 

lllaU\w at "- 1a .,. a.·-· 
.,~. 

l.apU• flll'llo •-u, 
Care, 'crp\. ,.., ..... 
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..... 
JXoell.,ov• 

.In \M •*= a I I tt.Ai tM t.ltoUw ciNt\ F15 Ill 
tt1r ao 1nt.eJ'D&U.CIII&l a\aldli..U.OD ._., Wll.ab I _,- -\ba 
aco to u.. J4DI.a1are ot n-w.to of \ba lid.'-4 .. u._ IIDd tba 
eOW1tr1u ••ooi•W wUil u.., I ..wit •u 1a .. ua,.'-4 \!Ia\ 
t.htre will alao be nlltll\W for _.S,.....U.• a p,..u_. • .,. clrU\ 
ot a propotal f• 1111 iat.enaUCIII&l .... ..,. ...,_ hro.UOD trill be 

to pl'oYide oopital for r._V...U• acl *'' 1 ; t.• 
h P""""M'T clrU\ ot a teotauw Ji4 tal far a ~w 

NaUcma a.Jt tor a.-t.nat.l• aM ~t baa - loe• pre­
parecl b)' u.. wmn'oal a\aff ot •• lid.W n~w ~ s..a 
conooaltaU.GO with \he \aelaiaal a\alfa ot o\bar clepar\Nn\a of 
tiiU Oo:u t. !be _,. 1e dlt&II*DT 1.a allbrrf1atecl ftn, 

J..nt.en<IM \o brine - at \b1e a\atll QOl;f - ...,. aipUloa\ 
paiDta for 0<11U114eftU• ... ca ell.....-.,, ft1a -taun I"'~ 
1t not "" ~rMa1• of tM otnaiel n-. ot thia Ooora...,..n\, 
but 1\ 1a .., :l.ad1aaU.., ot the '1'1 .. balcl b)' _. wtlv\1oal ·-""'· 
! aa IIOW aODCIS.nc for .,.,U I 'M\10D \bU -\aU.W )i"apoaal, 'lb1Gb 

I bopa JOU wUl ft'-1\ to - ta...,'oal a\affa of )'0111' lllniat.,. and 
your ao..n.-t fw \lceir ..._. 

Anar :rw IIDd ,_ ..,.1'\a baft .-.ac& \b1e -\ba )I J >Mol, 
1 abaU be l1acl .......... _ .. ...a -.-u- .. ,_ ~ 
wiab \o ..-., _. ta ......,,. e:t altenlaUw Ji IS ual fw \be )1'0-

¥1&• ot ~-- Satanau.CIII&l eresll\a fw re-\N.U.OD -
cleftl.,...\ ._, ,... .., ..... ta ...,_,, U _, of .,.,u ~ 
11\aoalcl loe 111 'llltlda,._, tM ta•••al ...,... 86 \b1e Ooo w \ 

will ba elM \a clU-a tM -tatlw )I II I al 'Cd.tb -· 

... llepe to ... ,... - - tv.rUJer ... rial ~ aacl 
d1aOUM1Jic-- 86 .. ,...ul- 1.a •• GOltlSaacl draft ..... al. 

Hi• 'Ze''._.,_, ID..,U.. · ·ant, 
'fila II1JI1atar 86 rs-. 
,. a.,.l>lie ot ........... 
Aa\aol., ,..,.....,. 

lmf/&lllh j a l.l/16/43 

~, ..... . 
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IIOY 22 *I 

xa • • ' 111 a slat* Wiw a.n '* ;1811 
tar u ~,_.,_, •~ hall, 'IIUab I .... \o • 
111au- ot n- ot \ba 11111\od Ml- .._ .....U. ... , I 
aWio •n 1a an\ia~\od \lw.\ \boon wUl alao be • l>m\W fw 
oo,..!Aol'aUOD • praUIII.IIU')' drat\ ot a I*'O.POMl f or liD s.a. ..... ~ 
aat"'t' wboae twlo!Uon 'id.U 'be \o plr'091M eapltal. tor tMO•VuoUoa 
tJIII dawlo.-.... 

Tba ~~drat\ ot a te\a\lw i*esual twa Uoli\od 
NaUaoa llllilk tor -VIae\1ft .-D.w~- baa -bean ....­
~ bT• W.bw!•al a\att ot \ba 111t1W s-..- 'h-..,. in 
u .. llltat.ioll '111.\b • Woal wtatfa ot oUioor doo,part or• ot 
\IUa --... """oint\ 1a • •• 'lr in ellobl'nia\od t-. 
1~ \o Ioria& '""' a\ \loU ..... 011\r \ba -- Ill~ 
pola\a tor eo•tMraUM a.ooo1 d1-'•• '!'Ilia \oa\aUw ,...paM]. 
1a ""' .., : ·wt.• ot \ba ot:no1a1 n.. et \b1a aoww,_ .. , bod 
1\ 111 u ~ of • n.. balA '-' - taoMiaal ...,..w. 
I a - I 'he m 70V .-1aa\1An \loU \aa\aUft ,...pooaal, wld.ob 
I bopa 7ft 'id.U llllilll\ \o \ba welud.oal 11\atfa ot Jll!fl JII.Alll\r7 
111111 .,_ oo••-• f or b1l' ..._. 

After,_ ..a .,_ ..,.u laft .WW Uda ..-..lw ,...poaa1, 
I lball .. clal \o Mft .... 1 ...... a,.....U.. all J0U. _, 
wi.lll \o .... , W \o -s_ft .. al\ena\1W ,....,oul for \ba j8'0"1111ea 
of, ....... 1dt •• _ , .....U.\8 t• .... ~ ... ~ 
\!Ia\ ,_ ... - \a ....... ,. u .. at .,_ ...,.na lliiiNU be in 

·~ U. \aaW•l ..,.na ot \Ida Oo•w • wUl be cW 
\o d11DWI \ba ..... Uft )1ft$ 1 '111.\b ~ 

•• bopa to .... J'W - - tOiftloar •\orial ~ allll 
41anaa1nc ..... at , ... J11'"18'- in \ba ON\u-l draft ........ al. 

~ I!Me!Wbla 1lalMr ...... 
lllniatar ot n-, 
lleUl.ap.D, - ZM1 'e'• 

loal.oftre 

IIDI'1111B1lr ll/ 13/43 

llu...lJ )'IIIflll, 
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t ~ J~ ..... !f.f n .. 1' ~;11 .. i a !I> I!. " a er· ri li'll~ f 'ffU.... • ....... :;~'8~U~r U ::Z: I!:: ~ 

~ • r: r r li i &-e i 1 1. ~' t " l ~q t-. P; 

~r f'l ~~~ ~ IJ. i _ . _ 

i 1~ ii!a•lf rr(;~~ii~l& ! ~.~~~ 
I ~~•'~~~ if(rt ll 

~ tJ 'r~•It ·;l:i~~~~~ t ~-~fit 

'- 'f .J I !I ! '-l(tr!lt 1 £~, • .. ~ 
L r -: , ,_ i t ~ ~~ !:t i .. 

1 • fl I 11 

• -~ rtiil ~ ~~~~~~· ~ri lf!!lf 
,, ~-- 1:' n•i s- J. ',. 11£ f c 
J . i 'li . ~ I , f 

•• 

I .. .. 
! 

~ 
co 
):>. 
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I., tile ~\1M ....Uft llnft ,wosual 
l01t u 1-..n1.-1 n .. ueeu• fulll, wbiolll. I .... '- \1M 
lliaUW. ol n- ol \1M llld.W MioM - ......... , I 
1&14o •u 11 ...aioi,.W .a.a\...,. w1ll al8e M lllllloll\W t• 
oonol.dera\1.., a ,..u..1-, olret\ ol a pqaral tw u 111Mnau-l 
aplll;)' cOM t-'l.oa wlll M \o .,...,... oap!.\al tw I'MO•\no\ioa 
and clnel.oporiD.• 

,. ~ drat\ ., • .....u ... ,. .... ., '"' ...... 
JloUono llalic tor~ a.aol ~lA>,_- .bM -....,. ...-

1""4 t,.. till '-""'Leal 11\att at \1M llld.W 1\aWe "'-"" ill 
ooonlk\ioll .S.\111. \1M tJ¢wtoal aWh ol .,._ ,...,.... 1• at 
\hiD oeore.-.. !be drat\ ia ,_, ..... 1¥ s.a abbrftiaW t-. 
lmeldecl "' Wi .. .., at tb1a ""- ...V \M ·_.. aipl.t1aut 
po1ata ! or oo~ ..r u-taL ,._,.... t.\rtln JII'OJ 1 al 
U M aa ..-~- ol \1M ott1aial \'1- ol \lll.l.a Qoorw 1 1 IN\ 
lt 11 u llld1Mtiaa ot tlla n- llall. t,.. ov twh"eal ..,.,... 
I ao - ....U.IIC fott r- I •\iaa \hill \on\ai>S.ft propeeal, wi&1ab 
I bo§O 10" W1U ..... , \o \M ...,.._llal 11\atta ot .,_ JII.Jda\"f 
anol ,_ oa;w ¢ tw \MU> ._. 

~,.....a.,_ a '- ..... • .... \111.11 ..,..1 ... ,. s •'• 
I &ball M iLJoo1 \o llaft ..all ..a ~'II!!-~-
-to .U., • \o NM&w ..., alw.attw Jiii'IJ al"l• & ~ 
ol 'nra-a t; wtl.-.1 ....,.._ ,_ l'&aa•••U.. 8lll ~ 
\loa,.. .. - \o ....... ,. u .. ot ,_ ..,...u ....w be s.a 
'aalollwMa, • ._w_, a -.., t111a 0o;ov-• wl1l 111 cW 
"'4i-.• Ula 11rtlltlw JIIJ ' a\111. \baa. 

lla 11opa to .-,... - - tllftiMr •Wial ~ uol 
diooUOl"C .... ., tlllo ............... ill u. Mtl1aa4 ...., .. •• 11 • 

H1• Freel 
1 1'11111 - 0 -w...t-- dt 9P ---atn-, n,._.,......,, 

u.-.. .....,, ,.._ oa-., 
Load-, ... , .... 
lnoloawo 

HD!h lilllla.lr U/13/ 43 
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1€6 

IIOV J J 18olJ 

liXO~aDqt 

ro t.11e _..._~tile Wlft ~an JII'D~nal 
t or an ,.,.......Uollllll aMbUl..U.. tw1 wb1all l MD\ '- \be 
llinUWI of "-- of ._ lllll\ell Jla\loaa - _... .... I 
a.ua ·x~ 1.1 ...U.01p;W \11&\ ..._ wl11 a1ao 11e ..-s.t.w t• 
OOIIIi.tlel'a\100 I ~ 4nt\ of I pi'O ... Il tor II 1ait W\lollllll 
.,...., whoa• tlda\loo wU1 lie w JIII"'I"1.M lll!i\11 tor ... --..u.. 
.... deftlo..,.n.• 

'!Ill~ drat\ of a '-"aLI.ft JII'OJ I Il tor a UIILW 
IILI.o111 llllllt t or a-..v..u.- ud ~ - - bela -
j)lrl4 bJ \lie \eeballll .wt ot \be Ulll\ell S\1- 'h_ .. , 1A 
COOIU \1\lOD Wl\11 \be tMIIaloal 1'\aUI ol ........ de~ of 
t hU Qoft,_Dt. !be *-1'\ 1.1 dealPidlT 11 Ill~ ;;1n.t t ano, 
1n\eulled \o bl'ina Ill\ a\ \1111 naea eaJ.r \be _.. alp1t1 .... 
pointl tor ooJWid.•aUoa alld .u. .. -1... Tid• '-W\l'i'a prop01~ 
11 not an I .IIPNH10D of \be oUS41al '91- of W. OW••-'• lout 
1i 11 an 111111MUOD of \be T1- beld liJ ov \llllldo~ up.rW. 
I • - 11'"'1111 torT""' eswt•\ioo \1111 \IIIM\ha propoeel, 11h1oll 
I hope 7011 w111 al&llld.\ \o t.11e t .. ll,.o~ aWta ol7ov lt\JI1...,. 
allll ,_ o..w-\ tor \llet.r 1\.,q. 

41\or ,.... Uld .,_ apar\1 .... l\wl1ed t.ll11 """" .. pro,..U, 
I 1ball be a11111 \o laft a.11 w h ud • "'aan1- u 1"11 -
wlah to IMIDa, or \o NMilft - &1-\ift propaeal fw - pro'flliOD 
ot lOlii"'\IN a. au-1 .....U.\1 tor ... o..v.aouoo aJid d.-l.o~a 
\bat , .. - ..... \o ..... ,. It ... , .,_ ..,..... .-J.d .. 1a 
l•*t,.WI\, tJi1e ..... , e t;s VW at tb1.e OIJU lt. w1U M cJal 
\o 41-a \M '-"-" ... Jll'l~tlal wUII ..-• 

.. llopa , ..... ,... - - hr\ber -t.or1&1 ~ -
'""-81ac ... ol \lie ,...,as- 1a \Ill -u.d -.n P"'P'""l. 

1!1.1 IUillanq, J- A. -, 
111nl.l\oir ot n-, 
llep;IIUe at .... _ .. 
,._cu.,,~ 

._l nue 

IOiuUtl:lr ll./lJ/4) 

·~r;q .,_., 

;se:_.,.~0< 
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Ill tbo en I OUc U. tee\e\i'N dnA JC4 al 

tar an in--\1-.1 e•ew"•U• fiDI, ..S.ab I_, t.o-. 

Jllniot.re ot n-.. li6 U. lalt<M II&Uae - _.. ... , I 

oaido •n 1• aa\lalpat.od' \ba\ Uoore wUl eho be ..WtW t• 
oau1dera\lca a pnum_,. draft ot e prqual t• • U..... 

oaUoooal _.,.. •- .r..t.L• wUl M t.o p.....W. ...,.w t• 
I'IOOftll\no\1 .. lnd de'rU ..... \, 0 

- n. pnllw&11M7 clraft ot e MMA\l'N JC if aJ t• e llol.W 

R&U-Bak tOII'at..........._....S Don ' 1 ,bu_loea 

pl'l)l&n(l!rr \M \athd.oal e1att at \a. 111l1W Stat.oe 'D'a~ 

ill oo...W.ta\1., W1Ul U. w..._.eal dotfe of o~r •pert te 

ot th1e - -\. 1M Got\ 1e ..... ~ 1a .........uw ,_, 
int..d.M \o llftac .a et We .._. aJ, U. _.. alpU1-' 

poillta tor --w.ratt• a ct c11-1a. '1111• Ma\a\l"N prtfllel 

1e ooi ao up sse ot tM ott1"-al ft.- at t111e Ouowwat, 

bel\ 1t 1e -~ ot u. ..s- llaU • -- \edlal.oal ._.too. 

I • now ssnt'•1 t• ,.,. ?e•ti• tbl.a '-'-"" p ; ~ nl, 
wbioh I hepe 7W wUl ...a.l.\ \o U. w+e1eal etotfe ot JOV 

Jlln1eV,- ,..r OesawM tw tbeU .-... 

After 7W ... .,_ ......... llaw ......... 1II:Le .......... -

poeal, I ebeU M 11M \a llaw -a -ta eel .,......._ u 

,_ 88llf Wl* \a ..... , W t.o ...... .., alWDe\lW JCOfllol t .. 

tba JI'O'r1.eia at 1 1 ._.iaWDe\l-.1 oncll\a t• ,..__...,. 

eod.~ tM\JW .... _. t.o..._\, It_, ot7_.,... 

par\& .....U lie Sa ...... ,._, - Mebaleal ; rt.o ot Ul1e O.....m• 

-- wUl ... 11M t.o .u. .. Ule tee\eU.W ... , 
1 

111\ll -· 

fte M-'Mt'e •.......,.. w a•, 
IILD1a\ao at ...... 
1M IIIII.• ot Bile* AM•, 
Prnorla, lalle at ~ AM•· 
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.... 
111 Ulo _..._ • C 0 &al * '-'-'lw *-" pa ; 1 l 

!Of' .., J.aMiuU.-1 ~ ,_., 'IIIla .I ..t to 1M 
lllJiio\en ot n-• ot tlw ~W JIM&- •- _.._ •• I 
Midt •n 1o •UdpaW tile\ "'-e 'tdll alM lie ..... ,_. fw 
o..,.1<MraU.CIII a Jlft''nt .. ,. dNft ot a JIIIIIUl t• • 1a1er­
naU.OMl ~ •-~- wUl be \o prO'f1.<M Ollpital for 
NOOIIRN.U.• 111111 .. ftl ..... \o 0 

'l'lw ,...., •• ...,.liNn t/6 a tantouw ........ 1 f• a UlllW 
!lat1- - tor a.-ftnftla aall lloii 1 t t bu a • lie-. 
prepared bT U. t.eelldeal aWl t/6 * llbi.W - '*-•1 
1.n ..-!utica wi\ll ~. Weal nau. t/6 --.. del=' to 
of tine OCiioz sf" 1loe dNft 1a dacl.,.C, 1a ...,.,uw 
t oN, 1D~ \o lllriiiC llld a\ Willa .w.a .-lT • _.. aip111-
_, """'- fw .-.1-..u. - ~-. ala t.ttaU.w 
paqoaal.J.a aot • CQ '• wl ~. e6tl.&al n- wl \ld.a 
a...-,, ..... , 1\ b - iloU--- ., .,. n- bald ......... 
teahnioal ..,......,. l • n.- ••«111 I• J'Wr ...,.u\loa th1ll 
\efttoU.w pat; 'l, ** 1 ...,_ ;rw will .......,, w Uw ton.loal 
atatfa of pa •at ... ...,. -,..... a... ' fflr biz etll41• 

A1'Wr ,_ - ,..... a; a w bllw ahii1M tiWI ._,\aU.ft -
pooal, I IMU- 11M to -. ..... e-w llllli • ._..._ • 
7W 1111r ""*to_., w to I'Melw 1111r alMr'Da\iw pa u aral 
!01' ... ~ et l ..... la..._\1~ Oi'ed1W fot' ,..__ 
......._ ... •• , a ' ... , :rw.., _.. w .......," u .... 
ot ,_ a rte ....w • Sa 'IMblJIIWD, ... welad.oal mqtU'W 
of VWt O.w 'wt.U • 11M to 111aao• • \eata\1w .....-
pooal ....... 

... ll.,e .. "-" 7W - - twltr -'-ial ~ 
Ud dian ''II ...., wt tM ..-w- Sa til• wWMCI tli'at\ 
PI ; nl • 

...... U...AI'MIIi~.,._, 
heJol•'a a-u- t/6 n-.., ... _, 
~- ot Softe~ 91 1•'tft Re; )lt .. , 

HDWoEMB/ja ll/13/43 
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.... 
Jll \be a • -- U I • Iiiii tM '-taU"" lliNft F 0 181 

tor • 1J>WrM\1~ eu.n••ua ,_., *11111 I -' - _._ 

11o \o \he JILII1nen of n-• 16 tu llllW laU.. - -. 

•-triM uooalaW wl.~ ""-• I ..Us •u 1e •U.IIlpaW ~' 

\baN will alto 'be _.._..,. t• ••"*""• a~ 
drof\ o! a propoaal tw • latena\1-.1 ..., • ._ ~­

nll 'be to~ ..-w tw reo-~- -...J....-.• 

'llw pnlia1Aar7 cii'IIR o6 a toltl\at.ln ........,.81 tw a ..s. w 
.. tl-llank i<W~-Ilw lJ \bu ....... ,.... 

J*Nd bT the t.tlm.eal natt ot \be UIII.W SW.t.e ~1'7 1a -

nltatl& wUil \be \aftleal eWta el nMI' f1~11· •\a ot \!WI 

eo....-t, !be 4Nfi 1a .._,I" lilT ill llllbft91aW t-, lnWndN 

\o br111C 001\ e\ tllle •'-" &l,r \'be _. d.plfi-\ polll\e tor 

-de..U• - 41111 .. te, Bile -\a\1 ... Jll' II I] 1e Do\ U 

tlllll'l•al• of \be catftdal n.w ot ..U __ ,,IN\ 1\ 1e u 

lad1oa\1• et \be 'f'1-. 11e1• '1iV - \aedeal ....,...., I u -

-11ac tor.,_ '•dd.• ~ \ea\a\be,. ;t ll, 111d.all I ~~ope 

7'"' will eullal\ \o \be \aftieal natta ot,.,... -..u\17- ,_ 
Ownn \ tw \lle1r • .., , 

U\er :r• -· ,_ ; ......... ....,.. till• ---\1 ... pro= 

poaal, I ..U lie 11M \a Mft .... -- IDd • •• I'll..,. u 

ro•.., 'III.& \o &~~a, • \e nsal"" &7 111\erDa\lft poou ul t or 

\Ill ~ at 1..,....,. 1a\ai'M'Il&al .....u,w tor re-V..o\lol\ 

IIICI~\tlla\7" ..... \a 010I11111Il\. Uutr ot;rowu­

per\1 IIIINld lie 1a ~~ tba \8 .... •111 aper\a ot Wa 

o.... ''III.11 ... 11M \a .. _ \be --\1 ... prapoa8l '111.\11 

""-· 

~,_.. 

ij/-d~~~/ ~' 
U..N\al'7 

Hie 'EKrel 11 , , IIM\Ir Al- Claa, 

'hie lllllla\er of n-, 
'hie Qr1.-\al I ; 3 '' e of ~, 
llaft\en ... , ~. 
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., .... 
IJ1 tM _..... UOI $ SUe \lot --U ... eat\ JlftpOial 

tor 1111 111-\i.al. atAMHM\iOD r-4. wlllelo I a•\ te tlaa lllDlatano 
ot l'1aeoe ot U. tloit.M .. u- - -u. ap, I Midt •n 111 
lfttiolpatell t llat. tllan will 111M be nlltll.tW C.r -·u-u. a 
pnli.....,. llratt ot a JII"'peaal tar • 1a-UODal ac•GJ ........ 
1\ulotiOD will be to pro't'llla aapl.tal tor ...-.WIIoUoa Mil llaftlop-

130 

~~ ~ 

n. pnl1.III.J1&17 drat\ ot a -tau ... JII"'peaal C.r a ~\Ill Jat.iONI 

IMIIr tor --tioe aM 0....111.,_\ llaa - 11ee pnparell bJ t lla 
W.ID1clll o~f of 1M tloit.M 8\a- !NanrJ 1JI -...1\aUcm wi\lo U. 
W.ID1olll otam of o\Mr ..,..._te of We 0....-t. ftle llrati 
11 cloalpeliq 1a abllrftia\lll t-, t.nt..del! to br1n& ooat at \11111 ataca 
enl7 1M _.. oipU'l ... t poiate tar ~--U.. Mil ~-. 
11111 tet.o\1.,. propoaal 1a .. , a s -1011 ot U. ott1o111l 'ri-
ot Wo Oo•w-t., "-' 1\ 1a a 1JldlaaUoe of t lla 'fi- llald bJ nr 
\lcOID1olll .xpert.o, I •- ,.....,.. tor ;rov • ••ticm \loU 
tant.o\1.,. propoaal, at.olo I 11ope 7ft will ....,., to tloe woiD1oal 
ot.otto ot 70'G' llia1a\I'J ad 70V Oo•• t C.r tlla1r •tad7• 

Attar JO• ad ,_ apt~~'\~ lla'" atoodUd We -teU'N pnpoeal, 
1 ollall bo &lad to -... .,.., -ta ad • .,...u.o aa 7ft ~ wiob 
t.o ...... or to l'lllwi• a eiiJ 111-Uw propoeal M t loe pro't'1a1cm of 

l..,_t.on 111-Uaal _.ta tar --U• adllaftlopoet 
\lat. 7ft e11J een \o •I•U• It 1a7 at ,_ ...-• ollaald be 1.D 
loald.act.oa, U. ~oal up~~rte of \loU ao .. _ , will be &led to 

di•••• U. ••u .. ,.., nl wi\lo U... 

lo hope to oad ;rn •- - tar\lwr -~ ~11)inl and 
dho•li.Dc MIQ' ot t1oe pi'O'fiai- 1n u. o..uiaed draft propooal. 

IIU llloall.~, L L ..... 
1M 111a1ot.or of n-, 
!11o llapUUo of Clld.lla, 
Cbooncl&1nc, Cld.M, 

lllolon.ra 

rr;iJ72.! oh I 
I 

&iaOOI'IIl7 JOVI• 

h?~~~/>L 
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*' 
,lOY II-

lJI \llo ........,uc ..... u. ... ....,, .... Ill,,. .. 1a-..~ ..... u•u.a tw. *0 1 _,- _._ ... • 
\llo llla1aW. el ~ el U. QlllW laU... _. U. -Wl• -

oodaW wUil --. 1 ..W. •u ia au.a,.w *' ~ 1dll alH 
bl ou.L\W lw •-1Mn"- a )lnlllllllu7 drat\ et a J1 1p ul 1w 
... la-~ ...., .... ,_tuoo 1dll ... JII'1I"1M eaplt.l ,,. 

--v.e\lc ... -..l.,_.L• 

1M pre11e1 1 *'-ft eta tllltaU.ft JIIJIII' tor a UIIUeol laU.­
IIaalc tor...._.,. .. _.Dwooil 5 t 11M-.,._,..,.....~ U. 
welmieal o\att ot tal UU.W llatea !1 _ _., ill -.altaU.e wUil U. 

welmieal owta et e\Mr ..,...._. et \Ilia o.nw '· 1111t c1nn 
11 .-ipedl.J ill 11.U euiaW tan. s.a-.... ta llriA& oa\ a\ \ll1l •t.ce 
oal7 ..... ~- ,.... tw -u.nu. .......... t.a. 
!1111 -•"" J1 5 ao' ia 01\ • z a• o.t • ot.a..l.al -.1.-
ot \1111 Ocuw \; w\ 1\ 1.a a IMSMU.. et tal n- llol• ~ -
...,lla1lol ........ I •- ovt1•1 t• :r- ..-..au. .. \ll1l _._ 
un pepaeol, 'llld.ell 1 _,. J'W 1dll lllllla\ ta U. •1m1eo1 eWta 
ot .,_ -.s.._,. _. ,_ Oftw t tw Ulelr • ._ • 

.Utor J'W Mit,_..,.... lulft • ....,.. *- ••"" P4 ul, 
1 elloll 'lie ll.M tit Lilft -~~ -• _. ....--.. ao 7ft .q wUia 
te ... , W tit ........ _, al ......... JIIJI t] lw U. ,.....u1lll of 

1-.w. s.a...._u.-1 ..-w tw ,_.,."- mt -..1.,.., 
\1111\ ,... _, - ..... ,. It _, •t , .... "' •Mol• ... ill 
WUIIlaitla, U. tear.1aol upw. et *- OcUW _, 1dll 'lie 11M to 

.S..- U. -·U.W JIIJdloil wltlil tlila. . 

.. .... .. ... ,... - - tw'>= •twial ~SJ)I.al .. 
~ ..... et .. Jdl""iA- l.a .... tll.aM ~ ,.., 1. 

SlotrnlJ ,_., 

~~:ft. 
_._,. •'-. ra-•1· 

1111 ~-,. c.l• u.. ........ 
1M ~- et n-, 
1M ~ia et ~wMA • 
....... a.l-ia. 

IDil-. 
~:':'; : ":'Biff ll/t6/4J 

1?1 
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s-U-r• 
In u. _,...._ aoe...-nJ1ac tile \ell\at1n e.n JII"'poeal 

tor an 1D\ai'UUoDal ot.a11111aatbo tlond, wld.ob I ooo\ to tile lllaiotorw 

ot "'-• ot tile ..Ut.M 1au ... - -tile aeo, I ..Ut •n 1e 

anUeipatoot. tbat \ben w1U alM bo ...Wt tM t.r -..i._.u ... a 

pn11111.nu7 c1ratt ot • pi'Opoeal tor oo iDt-Uonal aaooq ....... 

taoot1oo wUl bo 1.e prortde •pl. tal tor ,.._.\ncU011 eo4 clrNlap. 

.e~~t.• 

'lbo pnlJ.IIlJIUJ dnt\ ot a ta\aUn pi'Opoeal tor a ~to4 la\1011o 

Bull tor a..--u ... ..,. o...\.,...\..,- boaa.,.,.,... 117 t bo 

too1111oal otatt ot t ile ..U\ad 8\atoe Troa.IV)' 1D coo.,.l\at1oo 111\b tile 

too1111oal o\attl ot otber ..,..._\0 ot tll1e OOYo._t. 'lbo drat\ 

11 doo1po41)' 1D Ub.....,.\ad tol'llo 1Dt.oo4M to br1q w\ o\ Ud.l a\0 .. 

onl)' t ba •ro o1p1t1ea\ ,oi.Dto tar -iduot1oo ood dlecuaioo . 

'ftlio \ell\a\1.,. JII'Opoeal 1e DO\ ao uproooioo ot tile ott1o1al n-

ot Ud.l Oov• t, lloa\ U 1e • 1odl.aaUoo ot U. '01- boU 117 OU' 

too1111cal ap<rW. I •- a...tlna tar ,._ e•s!n• Uoo Ud.l 

tootlt1.,. pn,auJ., wld.all 1 llope J'ft w1U olii!Ct to t llll too1111ceJ. 

ototto ot ,_ lllaiaW,. ..,. .,_ Ooca -t tw Uao1r •t.Ur• 

Aftlao ,..,. .,. ,._ ...-• lloan oWdlo4 \ll1e -•un pa :pual, 

I •MU bo I).M w lloan -~~ -to aod naoot1ooo u ,.o• ..:, wlall 

to ........ \0 ....... .., al '-\1 .. pi'Opoaol tl>r \M pi'O'Oilioo at 

1-..wna lat-\1~ • ....,\0 tw ..-tnou ... eD4I MYalo,...t 

till\ J'ft.., eon \0 ...Wt. It 011)' ot,....,. operta olloald bo 1J1 

~. \M •11a1eo1 ap<rW et \ll1e On-\ wUl be Clad to 

~ * •• u ....... Ill) wltll ~ 

le ..... \0 ... Jft ·- - ~ at01'1al aop11f71DI ... 

d1-1a& _,at*~ 1D \M .. ~ clrott i*opoul. 

1111 lme'lo'll87, 
...... c:l_ de h1lla OoU_..... .._, 

1M lll.s!.etw ot n-ee, 
!be RIJIC b''• ot ee.u, 11•• 
Sao Joeo, Coeto 11oo. 

; ..... :.:.. 3:$11 

-1/.J/ .. J 
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EaMU-r• 
In t M _,..... M........,S.C \!lit watatho c1n.n pnpulll 

tor on iJI-UOMl. utUillMUM ,.,... wlllall I ••t to \lla lllodut.n 

of n-o of \!lit IMi\ .. 1au- - -~ ~~~~'~• I Miclo •u 1a 

IIIUC1patecl tM\ U.S. wlU 111M"- ... \W tw ...,o1.S..U• a 

prllll.a!JiuJ cln.fi ot a pn,..al r. • 1D~UOMl. &pnOJ wbooo 

.hlloU• will "- w ,...U. Mfll\al r.r -\not.1oe eM dnlll~ 

.-t\.• 

'!'lie ~ drat\ at a -ta\i'ro praJIOMl lor a ..Utecl llat lCDu 

llullt lor a.o..tnoU. ... 11119a}joplla\ ... - Me ....,.,.... "' tM 

taollll.olll utatt at \loa llllll.tecl Stat • ~ 1a --..ltaU011 111.\11 \loa 

taollll.olll utat~ at o\llar .,_.. __ of tlllu Qoy-t, 1M clrot\ 

1a cS.oipeoii.J 1a ••• uoiaW ton. 111~ to llrinl out at \lila utap 

aal7 \M .n lllplA-\ ,...to tv --.i"-\1• Mid cli....U.. 

'1'1111 -tau.,. paup n' 1u ao\ • .. _,._1011 ot \llu ottlullll Y1uwu 

ot \lila Go•• \, Ilia\ U 1u • 1M1MU.. of \llu Y1aw llalcl IIJ -
teo~oal U,.W. I • _. trff•l tw 7f1W' andvUGD Ud.a 

t..ntaUYO pnprul, wlllulll bDpo ,... wlU ulllllllt to \loa taollll.olll 

etat~ of .,.,., Jaalu\rJ ... Jf11V Goo• _., tOft \Mir •"**F• 

UW,... _..,_~law ut wll.ocl t ld.u -taUn propoual, 

l lllall bo ClM to llaft -~~ -ta Mid 8l>pOUt10AI au 7011 ~ wllb 

to .U., • to....-. .. _, al-\1Yo pnpoMllor \llu pnYla1CD ot 

1• .. '- ia'-ti-.1 u~to tDr --\1• uc1 dnlllo_.t 

tllat,... ~_.to...._,, It_, ot ,_ uporta ubiNlcl bo 1a 

... ~. \M ••MS•l ~ ot t llla OoY-t will bo clod to 

eli- \Ia •• \1 .. ,.., al w!.\11 \lila • 

.. ... - ... ,... - - ~ • t erlul ..plll)'llll ... 

c11-s.c ...., ot \Ia Jlft"lul- 1a t11a oa\liJiocl clratt F CJ 1al • 

11Aooral.J ,........, 

llh E.aDalleq, ....... l. llla\10111 ... 

"- lblutor of ~. 
"- llpubllu ot c.lle, 
llabaaa, cu. • 

•. : . : ....... 3 : 5h 
.:fl.>/~~ 
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IJ 

&:&c.Uer1171 

ln t.11e _....,._ .. ocrnpiiJini t.lle Wll\a~ho dftft propoee.l 
tor .. 1AteiMI&Uaaal oub1UuUcm flm4, 'llbl.elo I o•\ u t.11e M!JWot.ore 
ot ,_ .. of t.lle ~~ laU..,. - -\loo aeo, I oat•• •It ia 
aDtieipaW \loo\ t loon 'I1U alee loa .u.t.\t.od tor ~-...u... a 
..,..u•-•1'7 dftft or a pnJ n l tw • 1AunaU.al ._,. wtoo• 
tuition 'I1U loa \1 ,....U. aapl.\al t or -.tneu... end dn~ .. , .. 

!loo JIH1ialiau7 draft ot o -\&tift pro; nl tw a Ola1W J at icml 
llllllt tor lloocma-U. .... Donal..,...\ .... - .... -pond 117 t.lle 
wollliool e\aff of t.11e lkl- su- TrouvJ 1A o.nlut.i ... wtU. u. 
Ulllliool e\&tto ot o\Mr ..,.....__ .. ot \¥a ao-t. !loo drat\ 
1o dloipadl7 1a ~t.od loz.o. 1ateded w bria& ""' a \ Ull.o o\ap 
oal7 t M -. •1tla1ft-\ p01au tw ..,.1dlnt1cm 0114 d1oouai011. 
'IIIlo WII\&U .. pr tJ eo.l ia DO\ ., upi'IN1011 ot t.11e ottloio.l '1'1-
of \Ilia OoY-\o w\ 1\ ia a iadioaUan of \ M '1'1- Mld bJ' oar 
Ullllliool .......... I -- o•dl.a& fW 70111' epe'neU cm \ Ilia 
Wll\at.ift JII"'poeal, *1111 I llopo :JOG 'I1U nlooll\ w t.loo t.oellllioo.l 
ototto ot 7ov 111aieU7 oll4 :rooar OoY-t tor t.lwir ot114J • 

.t.tw J1101 _. J11V ~ Iooft ot.MI.M Ull.o taD\at.in propooo.l, 
1 obo.ll loa 11M w Iooft _. -" .,.. nueeu ... •• 70u .., mil 
to _., II' w I'Welft ~ ol.UNaU'to ,.,.pooo.l tor t.lle ,.,..,.1.., ot 
11111-\en 1at.M\ieooo.l ..c~.u ter ..-t.nouoor oad dnol.,..,, 
\Ill\ :rw.., ............ ~ It.., ot JIIV ._.. t!ooold loa 1A 
.. ~. \llo '"'"'eel 8IIJIIIFW of \Ilia ao--t wUl loa clad"' 
dio- t.11e --.u ... pr•J rr' cu. t11oa. 

h -,. \1 .... JW - - N?lo- •ta'1al IUIJiU171AI .... 
dlo-sac..., ot \llo ~ 1a u. 01&\llDod .... ft pro~nol. 

a1aool'al7 ,......, 

l1a J.XMU...,. I.. eli tO " Jlld"""' ••• 
!loo llialow ot n-o., 
'lllo ~1a ot C..lloll..uta, 
Pvooo..,f\o - lt.l'aa\o L.._, .. .,_.. 
IDcl.-... 

• ·r·'l' ~ ,;, ' • h • .;,1.; 

Regraded Unclassified



IIOV i 2 1943 

1ft \lie 1'81' iiMI' M I I $ F Jlllc \be We \aU,. -ft pro ,.eel 

tor an ia-U~ l\ald.l1MUGD .flaDcl. 11111ab J 1•\ \a t ill lii.JIJ.a\an 

ot tiaauoa of till Ullit.M laU- •• ..,till aao, J eeido •Jt 11 
.. ua1pat.l t ill\ \~~ere w1U abo be nllld.Uod 1br -..1danuaa a 
lftl11111Mr7 ~ of a pro,..al tor • iat.onla\!011111 ..-.c, wboao 
~\1011 wUl be \o JIN'Ii .. oapl\al 1bl' I'MGDOVueUOCI a d deftl~ 

-t.• 
1ba Jll'al'""•"7 -n of a wa\aUYe propoMl for a Uodted llaUone 

Bani< tor HeccmotrllcUOft ud Illr<elo..-t hu now been propuad b)' till 
tacllllical 1\att of \be Ua1t ad S\at oo ,.......,.,. 1ft oonaul\at ion 111\b till 
tac.lllll.cal atatlll of ot her 41,...-t e ot t hla Oov- t. Tha draft 
11 4111~7 1ft abWo'fiat.M tora. iat_.,.., to ~ out at th1l •taco 
oal.7 till more a1p1Aoaat potn\a lllr oonai <loraUcn •4 d1evua1oo. 

Tb11 toD\aU YI propoMl 11 110\ - oxprooaioo of t be of.Qoi.al d -
ot th1l Oo.,.~t. boa\ 1 t 11 .. 1ndiol U oo of tbl .n- 11114 b)' ov 
taclln1cal axperto. 1 aa - lrfln& tor yov elOUII.naUon th1l 
ton taU vo propoaal, 'ldlleb J Mpe 7011. w1U hl:ai t to t he taobn1cal 

otafta of JOV ...U\"7 ad JOV Oov-t for t l»l.r ot\ICIJ. 

Uw 7011. ad.,_ apart. 111 ... ahdiad t b1a tataUYO propoaal, 

J •11111 be 11M \o IIIYe ftlb -"- •"' ~~~&P~Uone u ,o• • 1 wtoh 
to -a, w • 1'00111Ye a:, al_U,. propoaal ! • t ill proru1on of 
lOII&•Wiliii'-UOIIIIl erodi\a tor reoonetncUaa ead devllo..-t 
tblt 7011. _, oaro \o ...Wt, Jt 01>:1 ot J OV uperta obould be in 
lub1Ditaa, till wa1111Ml QPII'tl ot t ll11 Oove....-nt wUl be Ul•cl to 

<1.11- tile wa\eUYe propoael111U. \~Mao 

• • ...,. ..... ,.. - - tv~-~ u;>Ut)illa .... 
~111&-., ot tile JIN'IiliiM 1ft tile ntli.Aicl-" JII'Opoeal . 

.. !soell-.y, J • ....., Pl•--· 
Till II1Diltar ot na.aa, 
DolliniMA Bopul>lle, 
I!&Dto lloii1Dp1 lloadlli - IIIIF hHo. 

lliaoarelJ JOVI• 
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t&•U-t 

.IJI U.. 111 0 0'-- \1• '-"'Uw cln.t\ lr....-1 
tor an l.awmaU.-1 ..-.u.u,. ,_., wl\1.., 1 _. "' .,. 
kl tllowre ol ' '- at the IW\M JlaU.- , ..,. -\lwl aao, 1 
Mldo "1' le .,U..,.\M \M' \llllre 1II.U U.. be 11"11111\\M tw 
oonoidllr•U• a ~ *-" •t a ,.,., 1 tar • 1.....,_ 
na\1.-l -. ...... ta.tl• will be w ,......W. e.j~\111 fer 
n eana\ruaU.• Md au 1 1 t.. • 

'lh• _,. .SM17 *-'\ at a _u.,. JIC"'pooo&l l ttr a c. 1 •..t 
'JatiONI Senk tw ~- •1l• lftfll ,._.,.,. 1 o\ bu nuw bll~ 
prejlllr<MI lor U.. ...,..:l lltaU ell tile IN Wol 11\IIWII ,.,....111'7 la 

our.w.lwU• ld.\11 tlot tl I lee' ftattlt ol ....,,. ,.__.,"' ol 

\l!lo eoor.rt-'o ""' _,. u -·• i11J 1a -..."""-' r-. 
1AW6ded w lldAJ -' a *• .-.. elt .as. ...,.. o11J011'1-\ 
poLDu f ar .. t ua\Ua ...,. U.. 2•. 'IIUa '-""""" ,~ 
1t D!Jl 1111 ... A d• at tl .. llffUlal 'fi- of Uti~ 0.11..-\, 

bu\ t t h - t.lod.1..U. at .... vWw 1111111 "' - ,.aNiio&l llllf*rlll. 
Ill noor ,.,...,.,. tw .,_ ?natl• \1>11 '-'tAUw pr•pooo&l, 

ebl.<.b • hepe 1• 1IUl ...._, w - -IIUD&l •\alto of ,,_. 

VlniftiJ _. ,_ owa ' tw \M1l" ..._ • 

.t.ner T• .. ,_ '«$I W llllft o""*W \11111 -.\&Uw I'T~, 

1 IIWl lie 11M te.... .... \& - -"- Ill 1• _, 
w1&b w ...... - .. ...a ....... &1 ...... \l... ... •• 1 lf11f' '*'• ..... 
•11ioa ol l..,.._. ...._u.-1 ....&1,. tw n-•-U• -
d .... l.,...n ..,., ,_ .. - "' •IIIAi'- tt .. ,, oi ,_ ~ 
abeoll.d be Sa M' I ,, ... , U.. w•.s.Ml ...,.,... of \?WI !1-...-n\ 

-ul be elM t8 •- ...., '-"'U" prepoal wi\1> 11-. 

1111....,. ..... J'W-- tw"'hr -.rlal ~ .... 
di •=""-1 .... ., ... ,...s-.. Sa - ... uu. <!raft JW...-1• 

~,_ .. 
:!~~y. 
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la.. Ill 5 5 ... - ....... *'-",. l -
• ill..,_u-1 at ttU•"- ,.._ ..._. 1 _,- -* ... \It 
... ...... ., ,._., ....... Ia?~&-. ..... -ws.. -
_ill_. w&\11 --. 1 _.... •n u • ....,. ... *' .._. wU1 .,... 
N ... , ... IW I 3 3 ataa a ...... I *-l\ el a IIIIJ ) ,_ 

.. ill--u-1 ........... ....... w&1l .... ,...... -.ltal ,. 

~---- ... *oilliJ \.• ,.. ,. M. I *-"' ., ........ ,. ' l - • aalW Ia?~&-. ... ,. ._ ......... ..,...,...., ... -....... ....,... "' .. 
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NOV jJ,'343 
MEMORANDUM FOR SECRETARY'S DIARY 

At 9:30 a . m. Wednesday, November 2ij, 1943, there was 
a meeting in Secretary Hull ' s office to discuss the freezing 
of Argentina. The following were present: 

From the State Department 

Secretary Hull 
Assistant Secretary Berle 
Kr. Collado 
Mr. Duggan 
Mr. Bon sal 

From the Treasury Department 

Secretary Morgenthau 
Mr. Paul ... 
Mr. White 
Mr. Pehle 

Secretary Morgenthau handed to Mr. Hull a letter 
(Exhibit A attached) which describes recent transactions in 
Argentine accounts and the continued efflux of Argentine 
gold from the United States. The letter also refers t o the 
fact that Treasury has not received a reply to its memorandum 
to the Secretary of Sta.te of November 12, transmitting a 
proposed reply to the inquiry of Congressman Schiffler, who 
has since introduced a bill (H, R. 3&96 ) authorizing the 
seizure of property being used to ai d any nation at war with 
the United States. Secretary Hull read Secretary Morgenthau' s 
letter aloud, 

Secretary Morgenthau then inquired whether Under Secretary 
Stettinius vas available since certain of his comments would 
be critical of Stettinius . Stettinius was sent for but was 
found to be at home ill and Secretary Hull asked that we 
proceed in his absence. Secretary. Morgenthau then said that 
he thought that the cable (No . 1644, October 2ij) which 
Stettinius sent to Hull at Moscow was very unfair in stating 
that the puroose of the Treasury in advocating the freezing 
of Argentina· wae the upsetting of the present Argentine 
Government . Secretary Morgenthau made i t clear that the 
Treasury was advocating the freezing of Argentina on economic 
warfare grounds and the question of whether any government 
should be overthrown was for the Secretary of State to 
determine. Secretary Hull then said: "I would like to see 
the present government of Argentina overthr own" . 
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Secretary Morgenthau then summarized the case for 
freezing Argentina and pointed out that the facts were in 
the possession of the State Department and Ambassador 
ArDour. He pointed out that Argentina had made specific 
coomitments at the Rio confer ence held in January 1942 and 
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at the Washington conference held in July 1942, and that 
Argentina had not lived up to its commitments. When asked 
to comment on the matter, Mr . Berle said that freezing of 
Argentina would constitute but a minor gain on the economic 
warfare front whereas its political aspects were quite 
disturbing. He said that several Latin American governments 
bad expressed themselves as being very worried about our 
taking strong action 88ainst Argentina. Secretary ~!orgentbau 
then pointed out that our f ailure to act against Argentina 
when the other Latin American governments in Argentina 
were cooperating with us had a bad effect on the other 
governments. 

Assistant Secretary Berle then said that the situation 
had not worsened any in Argentina but that the Argentine 
Government had merely continued to fail to take affirmative 
measures to support our war effort . Pehle pointed out that 
Armour in his recent cables had made it quite clear that 
while the Argentine Government for sometime has been aiding 
the Axis by failing to cooperate with the United States in 
economic warfare matters, more recently the Argentine 
Government has been actively aiding the Axis by making loans 
to German business enterprises through the banks whicli it 
controls, insisting that Argentinians deal with such busines 
ent erprises, giving l arge government contracts to notorious 
German c?ncerns, etc . 

At this point Secretary Hull said that perhaps we should 
consult with the other principal Latin imerican Republ ics 
to see if they would be willing to publicly approve this 
Government 's freezinf Argentina and to the extent possible 
take similar action hemselves. Mr . Hull said he felt this 
would be worth doing, even though he was afraid the Latin 
American governments would "duck out" of takinf any such 
measur es. There was some discussion as to whe her the 
proposal to be put up to some of the other Latin American 
countries should include giving the Argentine Government 
and perhaps the Central Bank a general license. Secretary 
~!orgenthau suggested that the proposition which should be 
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out up to such governments would be to treat Argentina 
3ust as the United States is treating the European neutrals 
who have been frozen and then given general licenses . 

Collado then said that the State Department had 
called Merle Bohan, Economic Counsellor of our Embassy 
in Argentina, to the United States for consultation and 
that Bohan, who had advocated freezing a few weeks ago, 
now felt that the time had passed for such measures . 
Bohan advocated instead that we tell the Argentine Government 
that Treasury would consider unfreezing Banco de la Provinci~ 
and the Banco de la Nacion if the Argentine Government would' 
give this Government broad undertakings on the economic 
warfare front. Bohan does not believe the Argentine 
Government will give us such undertakings, in which case 
the State Department would be prepared to ask Treasury to 
introduce a monitoring system on Argentine asset s in the 
Unit ed States. Collado said that the monitor ing system 
would accomplish the same ends as freezing Argentina with 
a general license to the Argentine Government and possibly 
a general license on trade . Secretary Korgenthau said that 
Treasury would be glad to give State ' s suggestions on a 
monitoring system consideration but that just as the 
deci sion on the political aspects were for State, we 
assumed that State would want our views as to the type of 
freezing control which should be applied . 

There was then some discussion of whether the British 
would be willing to take parallel action against Argentina . 
Mr. Bonsal said be bad discussed the matter with British 
representatives here and the British bad made t hree points: 

1. 

2. 

They would feel very badly ~ we froze 
Argentina without consulting them, since 
the British say they have been trying to 
follow a parallel policy with respect to 
Argentina. 

In view of the exchange controls nov 
applicable in the United Kingdom on 
Argent ine assets there would be litt le 
to be gained by Britain taking similar 
action. 

' 
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The British do not believe there would 
be any substantial gains on the economic 
warfare front by the United States freezing 
Argentina.. 

Secretary Morgenthau said that it would be helpful if the 
matter were discussed a little more frankly, at which 
point Mr. Bonsai said he agreed with the British position. 
Secretary Morgenthau added that he would like to see the 
matter put up to the British in writing with a request 
for a written reply so that the record will show whether 

?.02 

the British are willing to follow a parallel policy in ~ 

this matter. 

As the matter was left, Secretary Hull concurred in 
approaching the pr incipal Latin American countries and the 
British on the proposal that Argentina be frozen and general 
licenses be issued on the same basis as is the case with 
Portugal, Spain, and the other European neutrals. If we 
are not able to obtain any concurrence in such action, 
particul arly from the other Latin American countries, we 
can then canvas what action should be taken. We will also 
examine the monitoring system proposed by State. Collado 
handed Pehle several memoranda describing the proposed 
monitoring plan and also indicating in some detail the 
basis for the State Department's posit ion. Copies of such 
memoranda ar e attached ~ibit B). 
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EXHIBIT J. ?03 

November 24, 1943 

My dear Cordell : 

Since writing you on November 12 , 1943. thr ee further 
shipment s of gold of approximately $1,250,000 each. held by 
the Argentine Central Bank in this country have left the 
United States bound for the Argentine. This makes a total 
efflux from the United States since November 4, 1943, of 
approximately $6,250,000 of Argentine gold. 

Subsequent to the t ransfers reported in my memorandUI 
of November 8, 1943. to the Acting Secr etary of State, there 
has been a flight of $2, 178,000 from Argentine accounts to the 
accounts of other countries, mostly to Uruguay but also to 
Sweden, Panama, Chile, and Colombia, and sume aggregating 
$9,785,000 have been transferred to the account of the 
Argentine Central Bank from ot her Argentine banks . 

Since my memorandum to you of November 12 transmitting 
a copy of a letter from Congressman Schiffler on Argentine 
gold together with a proposed re21y, Congressman Schiffler 
has introduced a Bill, H. R. 3696, a copy of which is attached. 
This Bill would authorize the seizure of certain property 
"which is being used or which is about to be used, to aid 
any nation at war with the United. States" and is obviously 
addressed to the Argentine situation. I think i t would be 
advisable to make a prompt r eply to Mr. Schiffler on the 
inquiry which he has made, and I should appreciate having 
your comments on the reply pr oposed by the treasury. 

Sincerely, 

(Signed) H. Morgenthau, Jr. 

The Honorable , 

The Secretary of St ate. 
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EXHIBIT ! ?03 

November 24, 1943 

Hy dear Cordel l : 

Since writing you on November 12, 1943, thr ee further 
shipments of gol d of approximat ely $1, 250,000 each . held by 
the Argentine Cent ral Bank in t his country have l eft the 
United States bound for t he Argentine. Thi s makes a total 
efflux from the United St ates since November 4, 1943, of 
approximately $6, 250,000 of Argentine gold. 

Subsequent to the t ransfers r epor ted in my memorandui 
of November S, 1943, t o the Acting Secret ary of State, t here 
has been a flight of $2, 178,000 f rom Argentine accounts to the 
accounts of other countr i es, mostly t o Uruguay but also t o 
Sweden, Panama, Chile, and Colombia, and sums aggregating 
$9.785, 000 have been t ransfe r r ed t o the account of the 
Argentine Central Bank from other Argentine banks. 

Since my memorandum to you of November 12 transmitting 
a copy of a l etter from Congr es sman Schif f l er on Argentine 
gold together with a proposed r eQly, Congr essman Schif fler 
has introduced a Bill, H. R. 3696, a copy of which i s attached . 
This Bil l woul d authori ze t he seizur e of cer tain property 
"which is being used or which is about t o be used, t o aid 
any nation at war wi t h the United States" and is obviously 
addressed to the Argenti ne si t uation. I t hink i t would be 
advisable t o make a orompt r eply to Mr. Schiffler on the 
inqui ry whi ch he has-made, and I should appreciat e having 
your comments on the reply pr oposed by the Treasury . 

Sincer ely, 

(Signed) H. Morgenthau, Jr . 

The Honorabl e, 

The Secretary of State . 
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'.::~:~.~~. ~::~~~~.:~.' ~ 
/ DA TE November 2~, 

10 Seor~tary Morgentbau 

FROH Randolph Paul 

As we left the meeting at State this morning Col l ado 
handed Pehle several memoranda on the Argentine situation 
which had been prepared for internal use in State. Col­
lado handed these documents to Penle in order to enable 
Treasury to get a better idea of t ne moni t or ing system 
proposed by the State Department . The documents are very 
interesting on several grounds and you will want to read 
them over. we are studying the proposed monitoring system 
very carefully and wil l let you have our views with respect 
to it . 

You wil l be particularly interested in the note which 
appears on one of the documents in Mr. Se rle 's handwriting 
reading as follows: 

"I should agree with this• 1f Treasury will 
settle on that basis. But it ought to be a 
genuine acceptance, - not a mer e step toward 
another dive into a t angled thing. " 

The original documents have been r eturned t o Collado. 

( • - Berle i s refer ring to the proposed monitoring 
system. ) 
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TAXES 

Present: Mr. Bell 
tlr . Haas 
l!r . Lindow 
l.lr. Blough 
JUo . Tick ton 
lolr . Surrey 
Kr. Pllul 
Mr. Smith 
l.lr. White 
Mrs. Klotz 

.. 

November 24, 1948 
11:00 •••• 

H.M. JR: Now, where were we? Mr. Be!l, would you 
report fi rst, please? 

MR. BELL: I haven't anything from the Budget . I 
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have been in touch v.ith them, but they worked last night 
on a statement and Wayne Coy said he thought he would have 
something to show me right after lunch. They are revising 
thei r estimates; they are attempt ing to get out a very short 
budget s~tion. 

H.U.JR: By Friday? 

WR. BELL: Yea, Fridey morning. And George is wor~ing 
on the receipt end to see wh.ether or not we want to revile 
thoae, 

H.M.JR: ire your boys broubht up to cate? 

MR. PAUL: Yes, I know about that. 

H.M.JR: I t hink that woulo be most helpful. Now, 
is that all? You ride that hard. You (Bell) are going 
away tonight? 
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l{l\ , BUL: I 1. i ll be back Friday morning. I am leaving 
about five o'clock. 

MRS. ALOTZ : No significance, really. (Laughter) 

H.M. JR: ~bat happened? 

MhS. KLOTZ: I was sort of talking to Harry, just 
with my eyes . 

MH. YaiiTE: She was laughing at a joke I didn ' t tel l 
her. 

J.lliS, KLOTZ: It has nothing to do with this. I am 
sorry. 

H.M. JR: Blough , how are you cocdng along? 

Mt .. BLOOGH: The easiest job you asked for is done. 
Ire always do the easiest ones first. That is on the sales 
tax. The income tables are rapidly approaching completion 
on the first time around, and I think we will have some­
thing fo r you on that. Tb.is is sales tax, here. (Mr. 
Blough handed the Secretary chart entitled "Ten Percent 
Federal Retail Sales Tax, " copy attached.) 

H.M.JR: Ex~ptions? 

MR. BLOUG:.: Yes. 

H.J-! . JR: If you put a ten percent tax--

MR. BLOUGH: Here we have a ten percent retai l sales 
tax. The total yield on the estimates now available would 
be six point three billion, tr.o point four bi llion is food; 
that would bring your total down to three point nine billion, 
shown on the l eft, accumulative totals. If medicine were 
exempt it would be another two hundred mi l l ion dollars , 
bringing the total do11n to three point anon. If. clothing 
were exemot it would bring it do~n another one b1llion one 

• • hundred million dollars, leaving two point six. 
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Then there is a lot of stuff, principally liquor and 
tobacco , already taxed under excise t axes , which can be 
cbanged any way you may want to change them; the Congress 
way ~ant to, and therefore not need a sales tax. 
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I f t hose were exempt you woul d have one yoint two 
billion dollars off, leaving one point tour b11lion dollars. 
That includes everything else. We oculd break it dom still 
further , b~:t it seemed more effecti n not to - household 
furniture, business equipment subject to tax, certain , .. 
services, and so forth , are in tbe one point four. 

H.M. JR: Has this ever been gott en out this way? 

LlR. BLOOG!i : We have never charted it this way, no. 

H.M. JR: It ia good. 

~Ut. PAUL: This raised the basic ooint. I think it 
is a good ohart, although i t is a pretty simple thing to 
get across, but there is a basic point: \Vhy do you want 
to talk about the sales tax? 

H.M. JR : Oh, we have to. 

llR. PAIJL: I don ' t know. I certainly don ' t think you 
have to. The quest ion is whether you should. 

H.W. JR: They are going to br ing it up. 

Mit. BELL: Senator George aaid if the Treasury wanted 
any more taxes they would have to figure the sales tax. 

MR. PAUL: A lot of people have said t bat. 

H.M.JR: I had Jtobertaon in here yesterday. He aaid, 
"The one thing, Mr. lolorgent hau, you have got to be pre­
~ared to answer is the question on sal e• taxes. You have 
just got to be prepared. " 
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~R . P~L: I agree that you have to be prepared. That 
isn ' t my point at all. My point ie whether you talk about 
it in your statement . 

H.M.JR: I think so. I don ' t see bow you can avoid 
talking about it . 

Ioiii. v,HITE: V;hat is the he.rm in talking about it if 
you take the position that the yield will be very small 
unless you include items vJthh e.re oompletely unjustified2 

!!R. PAUL: Well, I don't think there h a very strong 
movement for the sales ta.x, e.nd you make a big issue out 
of something t hat me.y be ree.sonably dead, 

H.M.JR: I differ; if you read these editorials in 
t he papers--

UR. PAUL: I am not going by them. They have had the 
same editorials for two or three years, 

H.~I . JR: Ge.ston has seen the suocees of these important 
columnists, and they all bring up the sales tax, every one. 

l.!J\, PAtrL: Sure they do, but--

H.J..JR: Anyway, I don't think it has been answere~; 
I don't think we have given e. good answer. I will put 1t 
this way, that the answer he.en't had a good play in the 
papera. I feel that I have got to be prepared to answer 
it, and I would like to throw this into tneir teeth. 

!.lk. BELL: I think the impreesion hu gone out tnat a 
ten percent sales tax will finance this war, and you will 
get all kinds of money. I think that is unfortunate . 

~[R. PAUL: If you are going to talk about the aal~s 
tax, then let ' s talk about it all along the line, not JUst 
the question of the revenue from it. There are a lot of 
other very important arguments againet it. 
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l!. oi. JR: I l!ould like to have them because llhat•s 
his name - Robertson - was pushing me aa to the advantages 
of the sales tax against other me thode of revenue; I ran 
out of arguments. The t hing tha t I want somebody to answer 
for me is, when you exempt all these other things , what 
is left? Why is the .sales tax any worse than excise taxes? 

Mh. BLOUGH: That throws it over into the Admi.nistra­
tive field. It is llorse because you set up a brand new 
set of Ul&Cbinery r.ith millions of r.ell customers that you 
have to deal wi th to get a little more money, llhen the 
oresent excise tax is, well, or6anized - already adminis­
tered - acd llith a relatively sme.ll number of persons or 
taxpa~ers , could yield about the same amount of money. 

H .~t.JR : 1i'lhat I would like to do Saturday morning is 
to have a seminar on the sales tax. Somebody in the shop 
could have thought of being the devil ' s advocate for it, and 
then see the answers t uat develop . I haven't read about 
this very extensively. I would like to spend a couple of 
hours on it ~aturday morning. 

Ml!. PAUL: That is fine. If' you are go ~ng to talk 
about it , '1e have got to talk about it on all fronts, 
the inflationary front - the fact t ltat it is defini t ely 
infiationary. .. ...... -

lilt, \·1:J:TE: I think that is full of dynamite. 

i4h. PAUL: Becauae he didn't knOll llhat he ns talking 
about. You don ' t get in a mess if you know your arguments. 

H.M. JR: I don ' t l!act to spend a lot of time o~ this 
thing, but I don ' t see why a sales tax on t hese art1cles 
is any more inflationary than if you--

MR. PAU L: because the sales tax hits the t~ngs that 
are ln the cost of l iving index; whereas the exo1ses are 
carefully selected from art icles that aren ' t. 

H.M. JR: None of the excises? 
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MR. PAUL: Practical ly none of them, to any extent, 

Ji,Ll.JK: The fellow at a thousand dollars a year 
doesn ' t know what an index ia . All he knows ia that he 
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is out of pocket. I want somebody to explain to me why 
the increase which is all passed on to consumers in excise 
taxes is leas inflat\onary than a sales tax? 

lJll. bLOUGH: I would say that aside from, say, house· 
bold furniture, which is very widely purchased as a family 
necessity - there may be one or two other tbin~a - the 
chances are that "All other" would not be o&rtlcUlarly more 
inflationary t han the exci se; I think it would be so~ewhat 
more. But it is the food, clothing, medicine, those things, 
that enter into the price index and enter into ~. Co~on­
man's every-day cost of living that make the trouble. 

Mk. PAUL: And upon ~bich all our wage stabilization 
is based - f ifteen pe rcent formula . 

M~ . HAAS: Henderson claimed it would break the ceilings 
i f you added on; you woul d have to revise the ceiling. 

MR. PAUL: That is because of increased ~ages. 

H.M. JR: I am ~oing to be from Missouri on this thing. 
I ~ould like to spend Saturday morning on the t hing. I 
am repeating myself; why a ten percent tax on "All ot~era• 
is inflationary, and an increase of fifty or twenty- f1ve 
oercent on railroad travel and telephone calla • a~l the. 
t hings which go into our pocket expenses • is not 1nflat1on­
ary? 

Mh. BLOUGH· I don ' t t hink you will get an answer 
tbere . But the 'whole point on the "All others" is that to 
get a billion four hundred million dollars , you have really 
tremendous addition to your administrative job, and query, 
is it worth it? 

H.11. JR: Wbat y;e have got to decide • it will take a 
couple of hours for me to get i t, because I have never 
spent a couple of hours on it - we have got to decide what 
~e are going to do • 

• 
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We are going to say, "All right, here is the bill, " 
and argue against it because of the increase of costs to 
the Government and to the taxpayer, or because it is in· 
flationary, but I don ' t know that the two. things--

lJh. BLOUGH: For the "all other," the inflationary is 
probably a minimum argument ; for food and clothing, I 
t hink it is a very important argument. 
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H.M. JR: I can see tnat. I read your {Smith' s) talk. 
Tne approach is this, and we will argue about it: "Now, 
look, gentlemen, everybod7 is talking about the ten percent 
tax - sales tax. I am confident you don't want to put it 
on food or on medicine ; I am sure you don't want to put it 
on clothing. \'!ben it comes to collectifl8 on excises, we can 
do it so much cheaper that way. I am sure you people are 
as interested as I am in econOJD¥. \'le don 't want to have 
a duplication there. So it gets down to a billion four. 
Now, in the case of a billion four, what is it goin~ to cost 
us to set up entirely new machinery and a new organ1zation? 
Isn ' t it much better, rather than to start something entirely 
new, to take the Treasury's reoOJlllllendat ion on increase in 
excises?" 

Let' a do it on tna t basi a. 1\ho would differ with me? 

Jrl. hAAS: I would add annoyance to the taxpayer, 
alond with increased cost to the '•reasury. 

H.M.JR: Think about it. Let 's nave t he sales tax 
study Saturday morning. I would like to get soaked up 
wi th it. After Robertson went after me, I went flat. 

1-U\. BLOUGr.: Is this the Congressman? 

H.M.JR: P.M. He is certainly a f riend. 

I haven't had time to expose myself to all these 
ooluumiats but Gaston is doing it. He bas seen one or two 
a day. Wh~n he got through with I• alter Lippmann, Lippmann 
said be was against the sales tax. he has seen Arnes t 
Lindley; he is going to see nay Clapper and about half a 
dozen of the more important. 
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YR. BLOUGH: I want to revise what I said about the 
inflationary aa~ecta of ''all ot her. " There is in the 
"all other" an llli?Or tant part of busineas supplies and 
equipment, and things like t hat, which are impossible 
t o exenpt, because the items are thinga t hat people buy 
oersonally and also for business purposes . That wi ll add 
t o the cost of doing business . And tnat will have a 
directly inflationary influence . The other itelllB in "all 
other "--

:.!,, , PAUL: Also be inflationary on the "all other " by 
r eason of stimulating •age demands. 
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tlrl. V:HITE: That i s the imoortant thing. Labor will 
regard a sales t ax on this "all" other " as a sales t ax. 
They will say, "We are paying a t en percent tax on most of 
the t hings we buy. " And yoo. can't counter by saying, 
"\',ell, you are leaving some t hings out. You are not pay­
ing it on food . " They will say, "We are paying it on 
most of the t hings we are buyi ng . I t is increasing the cost 
of living." They won ' t pay any attention to the figures. 

Whereas, if you have excise taxes you could t ake t he 
same amoun t of money away f r om the1n out of excise taxes, 
though you are not, but even if you did , you could say, 
"This is not a sales tax; i t is a tax on fur coats and o 
t loings you don't need. • And it doesn ' t give tnem the most 
powerful weapon for increased demand fo r wages . 

!.!R. BELL: How about income taxes of the same. .tould 
t hey argue t te same way? 

Mn. V.mTE: No. 

1Lt. PAUL: You can't argue the same way because t here 
are wage fot•mul ae increases. 

Mit. BELL: Yes , but they have the same amount of money 
when they get through • 

..!J, , HAAS: But Lubin say a that the wife .is given ~o 
much money to buy food; she goes out and she nas her f1f teen 
dollars , and it doesn't stre t ch as far . 
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Lll<. BELL: I don't see Y1hy the taxes have to be in the 
cost of living index. Why shouldn' t the price of the 
artiols be taxed? 

Mk. PAUL: That woul d be all r lght if we were starting 
all over again with all our 6ea1•lng of wage stabilization 
to tax. 
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~.IX. BELL: I think it is a poor argument before a 
Congressional committee to say you can't have a sales tax •• 
because sales taxes are included in your cost of living 
index, and your cost of living increases . 

t!lt . V.tiiTE: It is not tba t it ia included in the cost 
of living index; the i mportant thing ia tnat in the mind of 
labor he is paying more for t hose goods and he is going to 
say that because he is payin~ more, he needs higher income. 
You are running against tradition, against the customary 
way of treating this matter, and you can get the same amount 
of money away from income tax · and they would be much less 
potent arguments than there would be in the sales tax. 
That is an additional reason. 

H.M.JH: I wi ll work on this thing ~aturday morning. 
Now, look, the one thing that I would like vecy much, and 
I hope to have it by ~aturday, wbetever t he group is tnat 
we are going to exempt from any ta.xes - whether it is the 
thousand dollars, or ~batever the gr oup ia - I don' t know 
where it starts , I have asked, now, a couple of times- -

I!K. BLOUGH: It is in the works . 

H.M. JR: ••• what these people now pay in Federal _taxes 
Now, I am going down tonight to spen.d aoJDe time with lienry. 
I will be back late Friday night . Could you, ~aul , and 
your people , spend quite a lot of t ime with ~m~th and Gaston 
trying to go over this? 

J.U(, PAUL: V.e have got to spend a lot of t.~me with them 
because, aa far as I am concerned, l disagree ~1th some of 
these approaches . I am not sure Fred is wholly sold on 
some of them himself. 

• 
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li .M.JR: We will know a little bit more later, But 
I thought if ;,mi th, Gaston, Blough, anybody in the to om -
l et me put it the other way ar ound; I am 3oing to ask Smith 
to see as many of you as possible and get ideas so that 
when he sees me Saturday morninG he wi ll have a revised 
draft; he can say, after seeing you, "I still thi nk you 
should say this, but the following people don ' t want you 
to say it. " You can do it t hat way. But, Fred, if you 
don ' t mi nd - I mean, we are closing the office Tuursday 
at one o ' c!oc~ , so we don ' t expect you to work Thursday 
aft ernoon. nas that gotten around? V.hite, has it reached 
your o!.'fi ce? 

i.!Jt, WHITE: No. 

H.M.JR: How does it come? 

:~ BELL: By telephone. 

1!1\, P.AAS: I think maybe they got some administrat i ve 
ass is tants of yours , Harry. 

H.M. JR: Has it gotten to you that we are closing 
Thursday at one o' clock? 

l!h. GASTOO : Yes, we are very alert on such utters. 
(Laughter) 

II .!I. JR: Alert and allergic. (Laught er ) 

1:R. BELL: Always ntching for them. 

H.Ll.JR: Herbert, I t old Smith to eee as many of you 
as possible between now and Saturday. I ~an~ a draft.of 
~ tax talk, and i f you ~ould gi ve as much t1me to Smith 
as you can- -

141\. GASTON : Yes. 

H. Ll . JR: Now, whaD. did you see this morning? 

!iilG GAS'l'ON : Ray t.lapper. 
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H.I4.JR: Would you give us the benefit? 

Mit . GASTCtl : I had a very nice talk with Ray Clapper. 
It is necessav.y to explain the background of what we are 
t!linking and doing. His oonolusion was that - just as 
Wal t er Lippmann's - that we got a bad press principally 
because we didn 't exnlain carefully enough the omission 
of the nine million people. It ~as news to him t hat not­
~ithstanding droppin~ the nine million, ~e ~ere still 
adding about three b1llion six hundred ~!lion in taxes 
t~ the group under five t housand dollars, and tnat, to 
him, was a very striking fact. 
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He thinks that by all means we should stand by our 
JUDS for drastic additional taxation ; t hat t 1.ere is begin­
ning t o be quite a swing of sentiment in our direction, 
particularly in the newsoapers; and that it would be a good 
idea to get such authoritat ive help as we can . He mentioned 
!.!arriner Eccles. He also mentioned Dan Bell as being a 
good man t o talk about the financial Ricture; that the 
fel lows up there had a lot of respect for his judgment and 
his knowledge. Fred Vinson he was a litt le in doubt about 
because I t hink Fred is in a little bit wrong up there now, 
&nd he doesn ' t know how helpful tred 110uld be to us. 

h . '.l. JR: Were you here r.hen I tal~ to V~son yesterd 

llR. GA!>"'IN : Yes , 

H.K.JR: Have you (P&ul ) beard about that conversation? 

~. PAUL: No. 

H.M.JR: I invited Fred Vinson to go up to lunch. 

Mil. PAUL: I .dido' t hear that. 

l!.M. JR: I in vi ted Vinson to go along, bu~ he was too 
busy. Then he said, "If I get up then I ~ anaid they 
are going to talk to me about coal. I don t think I want 
t o go up on the Hill." If Vinson and Byrne s bad only 

Regraded Unclassified



left us alone ! 
to do with it. 
the same. 

- 12 -

Now nei t her of t hem will have anything 
But we will keep Vinson informed just 
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Mit . GASTON : he tho~ht vte should have some explanation 
of the theoretical nature of these so-called savings, such 
as tills \'oar Department thirteen bl..ll!al Vlhich he says he.s 
caused a great deal of confusion. 

Ml!. PAUL: Have you seen Lippmann yet? 

:.tn. GAS'NN : Yes . 

llA. PAOL: I was supposed t o see him. He broke a 
couple of dates. 

~J(. GASTON : He t~inks the argument is very good, that 
savings don ' t relieve us of the necessity or moral obliga­
tion to have your taxes . 

H.M.JR: I think it is very helpful, Herbert. I hope 
I am not taking up too much of your time . 

MR. GASTON: No, I enjoy them. 

H .~ .JR : Are you going to see the others? 

!!R. GJ.ST.Ji : I am having lunch with Walker St one today. 

H.M.JR: Fine. And I have just thrown a ccuple at 
you •. Could you take Dave Lawrence? 

?ollt. GASTOO: Sure. 

H.M.JR: You have seen Lippmann, ~rnest Lindley, 
Walker Stone, and you will aee Dave La11•ren ce and--

1lR. GASTON : I have seen three; Lippmann, Lindley, and 
Clapper . I Vlill see Stone at lunch. 

H.M.JR: ~bo else is there around here? Do you want 
to see Pearson? 
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YR. P~IL: I don't think you have to see Pearson on 
that. 

H.M. JR: Wouldn' t do any harm. I have seen Robertson . 
You called him up, too, didn ' t you? 

~ BLOUGH: I have not done t hat yet, Yr . Secretary. 
I have tried t o reach him but I couldn't. . 

!.fit, GASTON: Of course, they are in our corner, anyway, 
but I might see Pete Brandt or Charlie Ross. 

M.M.JR: When those fellows get together they ao talk 
things over. 

:.th. \V:tiTE: How about D. Thompson_. 

1-!.lt. JR: I <1on• t think she is in \';ashington. 

Mlt . PAUL: It might be worth while to go to New York. 

H.L!. JR: I am afraid we won't !lave t ime. 

~. PAUL: There are a lot of people up there to see . 

~. BELL: These people that you have see~ Herbert, 
don't get hardly outside of the metropolitan papers, do 
they? 

H. '(. JR: Oh, yes. Clapper is on the air every night. 

JA. GASTON: Every one is syndicated. 

H.M.JR: Lindley is on the air. The little P"Pei'S -
you would be surprised - carry these people. And they are 
all on the air. 

MR. BELL: I was thinking about the little papers out 
in my section of the world. I never see ~lapper , Lindley, 
or Lippmann quoted, but I see Ray Tucket• and this fellow 
T.J .Ueehan, from New York, and one or two others not so 
prominent . But I never see these fellows, Clapper and 
Lindley. lo!aybe the little papers carry t hem, I don't know. 
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li.M. JR: iiell--

M"• GAST<Xi : I will get &hold of hay Tucker. Of 
course, his stuff is more on the gossip side. 

!Alt. PAUL: Ful ton Lewis would be the one. 

li.M.JR: Anyway, I think, Fred, you ue off to a good 
start. I t hink we will know a little bit mo re by noon. I 
&'ll saving all of Saturday and Sunday to worlc , anci I am 
hoping we don't have t o go up Yonday. 

WR. SURREY : They are scheduling it for Uonday. 

H.l!.JR: I don ' t t hink the bil l will get through in 
the House . 

MR. SURkY: Only have two days for debate and vote. 

H.M.JR: They are scheduling me and Paul? 

Wi . 9JkllEY: If you are to be the first witness , 
"hi ch I presume you not to be, they v.ould schedule it 
for the 29th. 
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Uk. PAUL: If you r.anted it Tuesday, I think you could 
get it Tuesday, but you ought to speak about it now. 

Uk. BLOUGH: They are setting a time- table to t ry 
t o get i t 1P the President • s desk on t he 18th. 

Wt. SJRMEY: That ra i ses a question t hat you might 
want to explore. uswning &n'l good ia to come from all this , 
it would delay the consideration in the Senate if the Senate 
wants to rai se the money . ~enator George had the idea of 
pressing through this bill next week. Assuming t here is 
to be any inorease in t axes , it ia going to delay the con­
sideration of the Senate, and I am not ao sure - I don ' t 
see quite, now, v;hy the bill has to be on the President' s 
desk by the end of t he year. They may throw t hat back at 
;you today. 
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H.M. JR: I am just goi ng to SS¥ this , that if they want 
me Monday, I want to be there Monday. That is due to the 
l.ar llonds - getting out the thing on time - and if I delay 
it any it just means t hat Smith and I will work that much 
slower. If we know that we have t o get it out Sunday 
night , we will get it out Sunday night . 

MR. ~ITH: I guess it is ao. 

lffi. SURRt.""Y: They han scheduled you for MondS¥ 
morning. 

H, 14.JR: We will be there. 

lffi. PAIJL: I have been working on a simplification 
statement, t he corporate taxes and the various technical--

H.M.JR: But all of you, pl ease, who are here, keep 
yourselves f r ee for Saturday and Sunday for me, will you? 
So I can have all of you Saturday and Sunday. l.londay ni~ht 
11e can all get drunk. I will supply the liquoJ•, (Laughter) 
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November 24, 1943 
11:55 a.m. 

Hello. 

Hello. 

Hello. 

Dan. 

Yes, air. 

I' m sending you 1n a letter trom Mr. Stimson. 
I aaked the President ot the United States whether 
he would write somebody i n wh1oh he would say tha t 
we could send civilians over eeae to stimulate iiar 
Bonds. You know? 

Uh huh. 

And I asked the President twioe. I never hea rd 
f rom him but evidently he di d write to Stimson. 
Now, Stimson comes baok and gives me the reasons 
why I shouldn't do 1t. 

Uh huh. 

Rather he I also sent you a letter -- he wanted 
to have cash sales ot War Bonde. 

Yep. 

Nov, ao&eit•e 11ex t week, when ve get the tax thing 
out ot the way, l et's you and I a nd Ted Gamble and 
n'8d 8m1 th who followed t he thing overseas tor ua, 
get together on it. You seat 

All r i ght. 

But schedule a meeting atter my appearance on the 
Hill. 

All right. He - - in t he other letter, you know -­
he wanted to create agents over there. 

Well . ..• 

In the Army, to stimulate •••• • 
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'iell, oouldn 1 t we - - couldn' t we pu t the two 
l etters together and consider t hem? 

Yeah. 

There's no great sweat is there? 

Nope. 

Thank you. 

No t at all. Okay. 
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On Wedneaday, November 24, 1943, the Secretary had lunch 

at the office of Ed Halsey, Secretary of the Senate. The 

Democratic members of the Senate Banking Committee were in­

vited, and all who were in town and available came . The 

Secretary was accompanied by D. W. Bell, Randolph Paul, and 

Fred Smith. 

The purpose of the meeting was to discuss whether in the 

estimation of the Committee, the Secretary should renew his 

demands for 10. 6 billion dollar s • . 
Ths tenor of the meeting was very pleasant and f riendly. 

The Senators sesmed to appreciate the fact that the Secretary 

had called them together to discuss his presentation before 

making it . 

The first thing that the Secretary wanted to clear up 

was the misunderstanding about the 13 billion dollars, sup­

posedly to be saved by the Arm¥, and to which some reports 

bad added an extra 6 billion dollars for the NaT,Y . This was 

explained in full by Dan Bell, and the Senators expressed a 

great deal of surprise. Senator Clark said: "They not only 

took the people in on that one, they took us too. I was con­

vinced that we had that 13 billion dollars in our kicks right 

now. " 

• 

There was some discussion about the value of the inflation 

appeal. It seamed to b~ generally agreed that people did not 

believe in inflation, and it seemed rather evident that the 
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senators viewed the whole inflation prospect with a certain 

amount of doubt and akepticiam. Barkley wanted to know how 

much of t he bill was for taxes, and how much for inflation, 

suggesting that we would have muoh leas trouble raising money 

for taxation than for inflation control. 

When the subject got around to 10. 5 billion dollars, there 

was no disagreement about whether or not the Treasury should 

again ask tor this amount . Everyone agreed that the Treasury 

should stand on its recommendation, and Chairman George 

suggested that the Treasury come up to the Senate with as 

strong a case as it could possibly develop. 

The Senat ors were pretty generally agreed that we would 
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not get the 10.5 billion, nor even a large par t of it . Chairman 

George explained that there were many mechanical difficulties 

in the way of the Senate' s greatly changing the House Bill. 

!le poi.ntad out that the votes in the House had been made 

public , and that there was no likelihood of Congressmen 

changing t heir minds under those cir cumstances . He said that 

a great change in the House Bill by the Senate would put these 

t wo legi slative bodies into conflict, and as a result no tax 

bill could be peaaed until next Spring. He also said that in 

the interim, we would be losing the excise taxes. 

It waa then suggested that the axoiae taxes be levied in 
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a separate bill, and George said he would consider discussing 

it with the House, but he didn't think there was much use. 

senator Clark then repeated these sentiments, saying that he 

had tried to do the same thing before and tha t "Congress wants 

to see the whole bill, not pieces of it. • 

There was some discussion about whether or not the sales 

tax should be mentioned in the Secretary's message. Byrd and 

George said that it ought to be mentioned, and a stand should 

be taken one way or another, or Vandenburg might interrupt 

the Secretary before he had finished reading. 

George then said that he didn't believe a sales tax could 

be enaoted anyway. He said that if the Administ rat ion would 

actively help promote it, they might get it through the 

Committee, and possibly through the Senate, although it was 

doubtful. Then he said: "But even with the Administ ration's 

help, I am aura we couldn ' t get it through the House. They 

have voted it down and it is done tor there.• 

Before tbe meeting broke up, the Secretary was asked how 

he felt about the war after having made a trip to the Front , 

and he explained why he thought that i t would be a long ,hard 

war if we had to win it by fighting , rather than by a collapse 

of the German Nation. 
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It 7011 Wllk w.U ot u, I Wla r•• wo~t enA tor wauor 

!1\0ftl Go Wl'l '" tall e4l torlall fer lorlpp ........ , u4 bAY I a 

au Wltll bla betweoa., ... Ia~ -•- olllr lt ,.. till* 

well ot u. I IUIOw tllat ~~ ..... ••14 to ooaRl' bla a lot, 

ant I Wllk bo alitlt M tlattoret. I toa't aoaa Joluulr Baao•, 

blat WaJ.Ilo• ••••• - (I~-
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November 24, 1943 
):45 p.m. 

Yea. 

What luok did you have at lunoh todayt 

Oh, I had a good time. 

Yea? 

Uh -- uh - - Walker Stone -- uh -- the eubstenoe 
or it is-- the main thing ie he's in ravor or-­
or add1 Uonal heavy tau tion. He thinks that you 
ought to -- uh -- give t he arguments !or additional 
taxation and -- Without apeoi!ying and let the 
Senate wr1 te its own ticket. 

Well, that' a the plan. 

He thinks that, as he said in an editorial about 
the time you went up before Ways and Means Committee 
or Just after that, that -- that we're two years 
late, that we ought to have had a very drastic 
plan right atter Pearl Harbor when the climate was 
more favorable tor it and should have stuck to it. 

Yeah. 

And I endeavored to convinoe him that we did the 
beet we oould at that time. 

Yeah. 

He's normally against the aalea tax but thinks the 
sales tax 1e the right thing in the present situation 
and I had some argument w1 th him on that point and he 
finally said, •Vell, aeleotive exoiae taxes, it there 
were enough ot them and they were heavy enough, would 
be the right thing.• And whloh I aaid was good aenae. 
And he said that suoh a meal as we were eating then, 
we ought to have to pay a heavy tax on it. And I 
agreed with that. He'd like to tax the night cluba 
heavily. 
Well, I t hink all this you're doing is moat useful. 

Uh •.•. 

• 
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I want Fred Smith to tell you about my luncheon. 

Xes. 

I came away with the beat feeling I've ever had 
when I've bean on the Hill. 

Ob, that' s just ewell. That's grand. 

The best-- it's been the beat meeting I've had 
in ten years. 

Why, that-- that's grand. 

I never came back ott the Hill w1 th such a nice 
feeling. 

Well, that's tine. I-- I waa a little nervous 
about it. 

Well , everyone but one ot t he Democrats -- there 
were eleven Democratic members -- there was only 
one mieaing. 

Yeah. Uh bub. 

So, it was a -- really very good. 

The t 1 s grand. 

Have a nice Thanksgiving. 

Well, thanks very an~ch. And I have a M te to 
eee Dave Lawrence on Friday. He' e alao goi ng to 
talte me to lunch. He' a going to take me to the 
Metropolitan Club. 

Oh, wonderful. 

Quite. 

Didn't you have to pay tor t he lunch today? 

(Laughs) Scripps-Howard insisted on paying for 1t. 

Wonderful. 
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Well, that's all right. 

Walker aald 1 t wae going to - - that Roy Howard wae 
going t o pay tor it and, "Well," I aaid, 1 ae long ae it' a 
Roy Howard and not Walker Stone, that's all right With 
me.• 

HHJr: (Laugh a) All right. Okay. 

G: All right. 
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November 24, 1943. 

lm'.IORANDUY 

TO: Secretary Korgenthau 
FROW: lir. Gas ton 

I talked to Ray Clapper this morning, as I previously 
reported, and had lunch with Walker Stone. 

Clapper .is much more in sympathy with our program 
than Stone and not critical. He is strongly in favor of 
our sticking to our guns on the broad ground of much more 
drastic taxation and would stress the need for additional 
taxation both from a budgetarf standpoint·and that of in­
flation with a minimum of emphasis before the Senate on 
details of the program. He thought we got a bad press on 
the original proposals to the Ways and Ileana Col!lllllttee not 
only on account of the bad state of our relations with the 
Committee but also on account of the manner in which the 
exemption of nine million taxpayers was played. It was a 
surprise to him to be told that our Froposala envisaged an 
increase of $3,600,000,000 of taxes 1n the brackets below 
$5,000. He thought we ought to make every effort to pre­
sent a united front before the Committee, that Dan Bell's 
testimon1 about the budgetary position, principallf to 
correct misunderstandings with regard to !rmf and NayY 
"surrendering" of appropriations, would be hlghly nluable 
since all the committees in Congress had great respect for 
Dan. He also thought that Marriner Eccles could be helpful 
if we could keep him from going off on a tangent, but he 
had some doubts of the usefulness of Fred Vinson in view of 
Fred' s other troubles with the Congress • . 
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Walker Stone , with whom I went to lunch, talked freely 
about a great many aspects of Federal finance. He thought , 
as he wrote in an editorial published on October 5, that the 
Treasury was "twent1-two months late" and that we should have 
presented right after Pea.rl Harbor an extremelf drastic pro­
gram of taxation on which we could have stood for the re­
mainder of the war. He ia in favor of heavier taxation at 
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the present time nevertheless and would like to see you 
argue generally the need for higher taxes and leave it to 
the Senate Committee to write thei r own ticket. He is 
against sales taxes ae a general proposition and reminded 
me that he had written editorials in the past opposing 
sales taxes, but he think. s they are better adapted now to 
checking excess spending than income taxes. I argued 
with him some on this point and he eventually agreed that 
a stiff and broad program of luxury excise taxes of a 
selected character. might be· better than a sales tax. !a 
an instance he suggested heayY taxes on such meals as we 
were eating at the moment (at the Carlton, for which he 
said Scripps Howard would p&T). He also said the night 
club tax ought to be heayY. He thinks our manner of 
figuring excess profits tax on corporations before instead 
of after normal tax is unfair, or at least creates a wrong 
impression as to the source of the revenue. He said if 
we really wanted to maintain the system of private enter­
prise we ought to allow business to accumulate reserves. 
I told him that reminded me of Johnnie Hanes' thesi s , but 
since invested capital was in the ratio of $635 for every 
man employed (at the time Johnnie was here) all we needed 
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to do to promote employment was to let business retain an 
additional $635 for each unemployed man and then the whole 
population would be put to work. Walker agreed that that 
was an absurdity and that demand for goode had to come 
before investment. He thought the Treasury had been fickle 
in ita tax recommendations and had thus lost the confidence 
ot Congress. I told him I thought our record was pretty 
good and that there were much dif ferent causes for the 
present disagreement, including politics , to whic~ he person­
ally agreed. We discussed other matters, inclu~lng work 
rellef and pump priming, and he invited me facet1ously to 
call him up any time I wanted advice. 

I have an appointment with Dave Lawrence for Friday. 
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ADD TAIU 

f.Nt MOUSE TliiTATIJILY A,llfrl A 12,1.1,0000000 UVEHIII IILL 'ntCN 

WULD 100~ EIC,SI TAXIS 01 TWO•ICOIE OF ITINS JNCLUJJN' LJQUOI, 

·-~VELRY AND TIANSPOITATION TJCIETS, A FIIAL VOTE liAS EXPECTED SWOILT, 

VITH PASSACE USUI!I, 
U/24••SIHIIP 

. -
ADD "TAXI:S 

THE HOU$1 APPIOVII TKI KEASUII WNILI SJTtJMQ IN TNE TECHNICAL 
CA,ACITY OF "COIIIIITTII Or Tkl .HOLE MOUII ON THE STATE OF THE UNION,• 
!IIAT ACTION IIUST Jl IATifllJ, IOVIVU, VIIEN TlfE CHAIIIIU IEVIITS TO IS 
nATUS OF THE lOUSE OF IEPIESENTATJVIS••A STEP llPECTII TO FOLLOW 
ALKOST JIQIIIJATILY •· 

THE ACTION CAKE·.Afnl LISS TIAH A lAY or LISTLESS IUATI IIIJK 
t~CIATIC ANI ll,.ILteAN LIAIEII or TKl TAl~llK lOIII IATS AMI KEAMS 
CO""JTTtt IIFINIII Tllll IIJICTJOII OF TNt UO,,OO,OOO,OOO Uvt11111 
l'IOGIAKS PIOPOSEI IT TU AIIIJNUTIATION ON IIOUIIIS IT IOULI KAVI lttN 
~lNOU! TO llli.LI.CLASS, VIIITI-cGLLAI ~11111, IIOST OF THAT PIOCIAN 
-.uu HAVE liP IFFICT¥ATD TDOWK INAII' JNIIVJIIIAL INCOIII TAl 
JMCIEASES, 

THE IILL ti~IMtll IT Txt CONIIITTtl ANI PASSEl IY THE IOUSI ~ULI 
UISE A IELATIYILT•JHSJCHIFICANT IS5. 0000 0000 AIIITJOHAL IEVENUE FION 
I"DlVUUAL JNCOKl LIVllS IT JIITIIIATlllli THE PIIIEIIT VICTOIT TAl UIU 
~AL IATIS ANI SITTIK TKOSE IATES AT SUCH LEVELS THAT NOST TAli'ATEIS 
~-D OWE SLICITLY IIOit TKAM DNIEI PIESENT LAW, 

THE ll~L ALSO WOULI IAJSI AN AIIITIONAL 1616 0000,000 IY INCIEASJNC 
CO,I'OIAT! EXCESS PIOriTS TAl FIOII '0 TO '' PEl CENT ANI IY IIAKJNii OTHER 
"lNOI CHANGES IN TNI COII'OIATI TAl STIUCTUIE, 

lli2•••1.,23P 
AU TUU ... 

THE lULl( OF Hill UflllliE, IIOIIEnl, IIOULI CONE FION IOOSTS Ill SOME 
~O·SCOII llCJSI TAXIS ANI raoN VAIJOUS INCIEASES IN I'OSTAiiE IATES, 
!liE WKISICT TAl •wu CO FIOII 16 I'll iOO•PIOOF ULLOII TO U I t!!t DCUt 
OM JIIIELIT RON SO Tt 30 PEl CEIIT, ANI THI CAIIAUT TAl liOIH'f 'Jl: TO 
30 PO CENT or Til CIIAICES, 

EICISJS ON 1111, lltHI, ILICTIIC LICHT lULlS, LycCACI, JVIS, TOILET 
l'IEPAIAT OMS TILIPWeHl AMI tiLECIAPK IIIYICIIJ TIANSI'OITATII~. 
ADMISSIONS, CLUJ lUIS, IOWLJMC ALLEYS ANI JILL All I'AILOIS WOIILI IE 
INCIEASD, INILI IDETOFOII•DDti"T IAHIIACS, WALLETS ANI I'AII•IIUTUEL 
VAiiEIS W~LI II SVIJICTII TO HEW tiCISI LEVIES, 

THE IATI FOI FiiST CLASS LOCAL NAIL WOULD II JVNPJI FIOII TWO TO 
~RtE C!NTS AI OUICI, WRJLt Fits FOI All MAIL, TWill CLASS NAIL, IIONEY 
OR»EIS, IECISTIIIJ NAIL, JHSIIIE! NAIL ANI CO~ MAIL IIOULI IE INCIIASllo 
An'+' a•--sa'2" . AXIS 

THE WOUSE I'ASSII All StilT TO THE SENATE A J2ol•O,OOO,OOO IEVENUI 

IILL WHICK WOULI JOOST EXCISE TAXIS ON SOME TWO•SCOI! tTENS 

IN,IIJJHG LltUOI, JEVILIT ANI TIANSI'OITATIOH TICKrTS. THE VOH WAS 

200 TO 21, 
l S/2••·51,21' 
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~,e Tax Bill . The tax bill, as renorted by the nouse 
"lays ar:d .. eans Committee, was adopted wlthout floor amend­

ents by a teller vote of 200 to 27 . 

Duri ng the debate, Representative Fish chareed that 

"The orieinal propoual eme.natine from the 
5eci•etary of the Treasury, Eenry ::orcenthau, Jr ., 
<> <> " if lt had bPen carried out instead or be­
in.:; repudiated * * * T:ould have r-ut ua on a level 
dth the Com:1uniats and · ,.ht have even out ­
cor...:~unized t11e Co.wmunlsts . 'ii 

~epresentetive Fish, at another point , asserted ttat 

"The public was never fully informed of the 
abomination of desolation recommended by Secre­
tary rorgenthau . Previousl y, tht attempt to 
limit salar ies to C25, 000 was squelched by 
Con~ress and by the American press as an atteropt 
to 1nterfere with private initiative and free 
enterprise . HoTtever , tr.t ori t; inal tax prorosal 
of Secretary :·oreenthllu at the hcarin~s on the 
present bill was incomparably .ore drastic and 
revolutionary and actually limited n~t ulnries 
and incomes to $10,000." 

And at another point -

"The reconunenda tions of the Secretary of the 
Treasury v:ould also hove tended to liquidate the 
111iddl e class, t ho farmers , the hou•e owners, and 
soall business and professional men and wo~en, 
and also muld have added &reatly to the burden 
of the na~e earners which would have caused 

0 i h • severe hardship i n everr ~er con o1e . 
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An~wering Fish, Representative !'cCormack nade it clear 
t'u,.t the Secretary of t he Treasury never proposed a $10, 000 
limitation on ne t salar ies. He also said that ~e hear 
Secretary l:oreent hau called a Socialist end a Communist for 
subralttine some t>I'oposal and a lot of other pet names " and 
asserted that thls Socialist-CoJM\unis t name-calline ls "an 
indication of defeatism and inabili ty to have an argument 
av~ilable to discuss the merits of a proposition". 

:te:r>l'esentati ve iC.nutson asserted that the Treasury in 
recent ~cars has presented a detailed tax proe;ram to Consress 
and has used "its vast propaganda machine to try to overcome 
(;on ressionel opposition"; that lt ls rroper for the Secre­
\nr; of the Treasury to :u.ake recour..endations to Coneress 
"when requested", but "it is improper for the Treasury to 
v.orl out a tax proeram of its 01·;n end then insist that 
Cor..;ress enact it into law without rec;ard to tl.e vier;s of 
those vtl.o are to be taxed or the jud..c:mcnt of the taxpayi~ 
publlc as to what is for the best interest of the count1•y . 

of tile Trcasur • Re~resen­
tative 1s1 , ex en 1ne 1s remarxs n · e appcn ix ann in­
cludinr the John O'Donnell article in the Tlmes-llerald of 
I:ovcmber 23, said that "tv:o of ·'Y dlstln..;uished constituents 
v:ho have hitherto claimed to be dirt rarners {. ; ;, htwe 
ll\tely been compelled, throu,sh OPA restrictions and l'e:;irnen­
tatlon, to ch~nce their classlflc~tlon~ , one 8s n forc?ter 
or {roducer of Christmas trees and tl,e olhtr as 8 tortLcul­
turl5i or enle vrower" . He asseriec ~w·l' er t'.at ·~; is 
a sad co.<. .entary" and a ver;t bad exs rle io l'1e deir. en of 
t',e nation r.\to are asked to FOd\Joc a•·• .il: ar.d out.~er in 
t~1e 'i;ar eh"'!rcency tor tbe Zecretnr. ,. "' t:.e ':reasJ;r~ , ·!r,r;T 
: .orcenthau, Jr· ., to sell ou~ his dail-. her? of 10? ~ed1creed 

ilk cows 11hen the country 1s threatened 1'1 th a s .. o1 te.ce of 
milk". 

Nothine further or interest OCCUI'J'ed ln the House , end 
the 3enato was not i n session. 
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~ongrrssionat1trcord 
PllOCBBDI NGS AND DI BATis Ol THB 78'6 CONGRESS, fiRST SESS ION 

WASHINGTON, WEDNESDAY, NOVEMBER Z4, 1943 No. 181 

Senate 

H~use of Representatives 
WEDNESDAY, NOVEIOIEI 24, 1943 

Jlaohled. '11:11-t U. ~ _,.UOIMt.. 
tlHit ....ol\lUont Ctt Ule Boi:IM ot ..,. .. 
.. a\&U,_ aDd ~ a 4JOPf \btrtof to 
llM tUIJJJ Ol w dtoe&Md. 
JlhoJ~. '!hat u • turUKr awt or ,....a 

to tbe ID41riCI'7 ar t.bt Oeoeued UN! etnat.t 
do Dn cake • ~ unUI ll o'olotk noon on 
PrldaJ DtX't., 

The meaaae a1ao a.nnounQC!d UI.JI; pu:r .. 
tuaot t.o t.be provl.aloru: ot lbt a.bOve retO• 
lut.ion the Vlee PrelldtDi bad appotnt.ed 
Kr.lt\WKJ:I. Mr. V.dllaaao, Kt. W'Jinl, 
Kt, A03'nlf, Mr. Mu.oll:n, Ml, 'I'IIVIUJf, 
Kr. Gu:&lf, llr. Kn.&.Du:lf, Kr. 'nnriOl.l., 
Kr. &\ln..A.v, Mr. RnacoiO, ud Ml. 
~mtmbenot 1&14 commlUeton 
the part at :be &aWe. 
..,... 'IM'RfTDIO Ta J'Oil,_,,r<ii.,inl& AIOCl• 
na&u~.Y bl' nra PIU'1' ~ 
JUOBT n ~ £JO;) oavtU.a: ...,mrr 
Mr • .JZI"PRKY. all'. IJpMker"' I ut 

nnent"'C"'I ~t .ltW the pftlllllnt COG• 
litdeft.:Ucm ol. Boule .lo4.a\ R8otU'UoD I 7S 
CICIDUIMIDOf"a ~ fOI"Uttb IUW'ftf'Ul7 

ot lhe-~ -· 1>7 WDIIUr t.DCI 
omue~. 

Tbe Otrt read the UUt ot t.bt Jolnt 
.-.uuoa. 

'Tbe SPKAICI:R. 1t tbt:rt obJection &o 
&be PreteD\ «mllderatJon ot t.he J'CIIOIU• 
dOD? , 

Mr. klC)IIIN'Ia\. Mt, Sptaktr, rt• 
aerv.I.DI.t.M rllht to obJtct. wm the rm,• 
_1!_,_,~ 

whether it c:oD1U \b a UOIDlmOU.t R• 
pont.omlho , ... , 

Mr. JDI'IIn'. Mr. -alt... "'" 
neotu.Uoo wu errtd to t.hl Howe 
Commtt&ee -. &bt IHvf, n. noeJ\'tel 
t.helt tmtQ1""0Q0 .fOYil and YU rt• 
PQrWdout. J 

'Itle l'tldu~ atiD»t1 Mft!mtm.,....ta 

lhe f.....U.o=tnr&u7 Ot 11>e lint-· 
of .lhe Wrtcr I ilrOIII&n, Yblcb """'""" .., wm Of'Ur oo Dece:mbr:r n, lMl. 

" 

TM teiOiuUoa ub DO apprcprlaUon of 
monQ bu' UJ)'I'eUel the p-aUWd.e aDd 
teiPfiC.t> Of tbe Nt.Uon tbroUVltt& tleet.ecl • 
rtPI'fiM'Dt&Uvet a.o4 Qtdtra t.ba' ao to• 
I1'0IIe<l 001>7 of &he loint> ruolu\lon be 
preaented. to Orvme Wrtlhl, t.he tut:YSY· 
Ina: brother. 

Mr. MICHBNE:R.. In other worCIJ, tht 
reaolutlon 11 slrnply one of araUt.ude &Del 
rupu.t and ordera onJy \hat &n eocl'OIHd 
COPJ Of t.he JOUn rt:IOlUUOn be \rt..OI• 
mtU«l to Lbe J)UIOR des:ltnated. 

Mr. JEPPREY. Exatlb'. 
Kr. WJCHI!NER.. Jlr. Spa.ker. 1 

Withdraw JU ratf'VaUOo of ~JiKUOO. 
1'bt SPEADR. Is lhtre obJtcuon to 

u.e Pftleft' toaSidtraUon ot UM ruolu· 
UOI>t 

Tben -- llO obltdiOD. \be Cltrt 
read Lbe rMOivUoD.. u folknrl-: 

1Dueu oo. 'DecaDbet 11, J..*. U. Ard 
Allbt ... • .... ne:r-~ -..etr.tM ... 
.... "' 1f'1UNr aDd Or'rllle 'Wttlbt ., lUll 
Ol't't!IWIII. &IUJ a.wt. X. c.: _. 

........ dla .._., fU1IDtd OIU .. ...... 
• ~ \.be atr. and 

Wbenu ~ .. ~r1t at t.be Wf1Cht 
bro\Mn bM 'bMD ot t~-}t YIJUII "­
~;&114 

WblrM.l U.. ooecr-- ot tbl UN\ell IJU.I.el 
berftoton bu f'OOOilll-' lb. t:p()(hal .vf:Dl w •u\bortii.:Q• UM t'rte'lkla f)( • nw.motl.al 
•t UM plaoa or tM AlJbt: and • 

WbtrtU \be fortieth unlftfW.'7 o( lM 
ftr~t ftl&bt ot a bHt'lu-Wo-ur maeblDI will 
be oommtmoratect on Dtc:embr.r 1'1, 1141: 
tfow, therefore, be u. 

Jtot«JrltoH', d~ •• Tbl\ \bt tfllloD IJpl'tU U.t 
tnut\lde •od ,.peel t11r tbla Apal 1114 
M\oWWI.llll tiOnflllM.IUOO ~ the p~ ot 
tbe W'Otld on \he tont..lb •.tuu..,..,. 

""'""· Tbat u en~ COPJ' Cll liiU JolDt r..-
1\Hloft brt U.uml\ttd to OnUSe Wlif;b\, tbt 
llilt'ftvll:ll~· 

'!'be ftiiOJutl«l wu ordt:rtd. to M tn­
IJ'OIIIIId and ftad • Ul1rd umt. 1fU rta4 
Uw: Lbl.rd tiiDt. llld. puaed. llDd • moUoo -
w r t e: "dtr wu laid oo tbe tatalll. 
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1913 . CONGRESSION AI, RECORD-HOUSE 
.. SCIIIJ'FLER. Mt. -u. t uk 
"'!imo,l.ll CODitllt to e.rLeDd llll7 own re­:As 111 Ule a... load &o lDclUde ..... 

nttt7 t•~~ &Mre ~eo 
w~:.C. or the cto~ trca Welt 
Vll'llnil I lb. &cllm'Ull • 

'nltrt: wu no obJecUoo. • 
IThe .nn.t.tfr referred to IPPfl.rt lD tbe 

A I>PtndJx. J 
fii:IUIIM:fO!'f' TO ADDR&I!MI TID KOUa 

All VURSELL. llr, liPtUtr. 1 ... 
~ C'Oftltnl. co ad4rallbe BcJaae 

tor.Jw -:~ 11 &btrt MJtc:Uoo to 
uw rtctum ot tbe ctnUtman from IlU­
DO'I t Mr. Vcasn.tl? 

There v.·u no obJeeUon. 
I Mr. VURSELL addrt.~~~e4 tbe.Uouae. 

HIS rtmark.l appe&r In \he Appenctl.l Of 
tOd~ R&e:OlAJ 
~ON OP JlDtAJUta 

Nr. OWUEN ol Hew .. Yort. Mr. 
8Pnltt. 1 ut una.n1mocae: couent &o a ­
tfftd lilT OW'ft ftm&tb lft lbt R&cca:t aod 
to 11'1(1\Mit lhtrtln a lcuu tent to me. br 
one of m.r ~ COO&U\Utl11c 
WIUI rtft !'fll<Ce to aublldlet, and I also 
aM \U\anlmou.\ consena. \o Ht.end QUt own 
rtmatkl In lhe Rl001tD &M to lnelude a 
~h Jl\'tn bt the naUonal oommaodu 
or tht Auwrieaft 14ioo in CbJcaao on 
~ 10 bd'ore t.bt A.I:DmocaD 
Jl¥.4n'lln;m lnnltme. 

..,. I!PE.\KER. Ia tllon ·-.. the rcquat ot tbt ttntkm.u from Nrw" 
YM.INt. O"&lDit 

,are wu no obJtctJon. 
I The matter rtfurtd to a.pJ)tart In tbe 

APPfndlx,J 
PIIWliiSIOS TO A00B&a TUI: 1100&& 

N r. OJPPORD. Wr. 8ptoater, 1 ut 
utu.nt•ous CCIIl$ftlt co PIOCtld for cme-­
ha.lt minute • 

..,. 8I'&AXER. Ia thoro GblecUoo ,. 
the t"t¢UH$ of th~t ltaU.ma.n ti'Om M&fo. 
lletlllldC.. fl.lr, O:arou If 

'lbtrt wu no obJeeUon. 
P&SU ILIUN:O t US A POUKD 

&.lr \ OIP'P'ORD. Yr . 8Pftottr, t made 
a •t.&tf'llM':oL r~ &haL 8ab were 

-looJUS-- -·oa 
clbtJtlicrrt Lb&t. tiUl I wt.a\ &o P\U. lD lobe 
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A1lOCW1DI .. --.. m ~ A¥81.1l .. *' arr . .. '· 

O<'HCt Of ~t ttUIIHNf 

lion. Henry llorcentbau , Jr. , 
Secret.arr or tho ·rreuury 
lSth Street & Pemolyvani.a Ayemo 
~·aalilllfton, D. C. 

De&r 1tr. llorgontbau: 

NoYember 24 , 1943 

Thot we a gnat tall< rou gan ua at tba con­
clucling d.inner ol our Wartl.ole Coo!orence l .. t walt and 
now tbat I -. back at 1111 dealt I want tc eJ<llreoo the 
thank• ol all or uo along nth rq peroonal appreciation. 

I bo&rd nothing but the moat favorable ccamente 
on all aid•• and I aa eure it will do a lot or good. We 
are oondi111 out your talk to all ot our ,. .. bore and all 
ol the advertisers ot tho country and I know it will ro­
oult 1n bettor undorotanding ot tho continued need lor 
oupport1ng the War Loan Dri vee ae well ao other Govern­
ment c1111paigno. 

S1ncorelr roure, 

llt.ul B. Weet 
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Dear O.orpa 

I cot • ceol laacb oat of JOUP letter of 
lo..U.r Uad. I oftea -aeNclwll¥ JOU .. re 
10 belt!:! to • 1A prepu1Jac War BoDAle epeeobee • 
... I that J01l han lllllerltecl that gl.ft 
troa JOV U..le lob. 

Yo• 'MT be pleuecl to kaow that I •t 
JOV llo.e, 1111 Jut, 1A lew York, oDAl whether 
lt wu tb latlueaoe of , epeeob or the •eplrlte• 
of ... York • be that u t .., he tblab JOU 
.... , ... t ""' '" "l•te .. a 10v eeP'floe• fo• 
the Jovtll War LOU Drln. So iD the laaguage 
ot Ullolo lob, be hu -u-a the '""UP7 
propocuia, llook1 llDo a¥ ebkor, a¥ 7011 will 
be IIIJ bolt tor tao -th of lu11017. 

w1n tlMoet Nprcle, 

·, 

lr. Ooorp &lMe, 
lollte fl I 

.......... Jerk. 

SlMoNlJ JOVe, 

{11 .... ) I11U7 ........... h; 

r.s. 1 lan 7ft aoooptecl the ebloe of tho 
Seorotarr of tho troaoar.r .act 4lepoeecl of ,ov 
ohlokeut 

, 
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Hon. Henry ~orgenthau Jr ., 
Secretary of the Treasury , 
"aln Tr easury Building, 
Wet h ington, D. c. 
Dear ~~ . Secr etary: 

Route /1 
ACcord N.Y. 
22 Nov 1943 

• 

1 have read - twice - the draft or the speech 
you delivered before the a~artlalng men. 

1 th ink you were wlsa, first of a l l , to make 
a apeech before them and, t econd, to glve them a 
ttra lght narrative . I assume ~hat Fred prepared the 
draft . ( I recognl~ e a taw cllchea . ) Whoever dld It 
gave you an excellent job - ttralghttorward, direct 
and marching along In easily asalmllable sequence llke 
a ahort atory. . 

My congratulations, tor what t hey are worth. 

It • as klnd of you to call Governor Lahaan. 
1 a. afraid he has al ready round a public relations 
aan, to Judge rroa the excellent r eleases t hat aaa 
tlnd their way Into the newt papers, but If be bas 
not 1 • aura that 1 shal l bear f r oa bla. ACtually 
Mrs. Albea 's hea l th d .. andt that we stay In t he 
country. But I .. so ttrongly lapelled to find a 
place tor ~self In aoac auch group at Governor Leh­
man 1 a that - · If be agreed to take ae on t.r t al tor 
tlx aontha or t o -we would try Weth ington for that 
leng th or time • The Federal tervl cas are the only 
place tor a man like me, 1 Inherit It, I guess. I 
had an uncle who took care of tlsh In the Bureau of 
Plante and Flsherlet . He waa vary happy there, waa 
Uncle Rob. 

I hope that ~rs. Morgenthau It herself once 
aore, and that all nna of your boya reaalnt good . 

With to all --

~\\ ,, 

25 
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DMr Frealu 

8e?eral .oa\he eco 111 41•oueela& e oooperetl•e 

arl"lll&-t betwelll \he leY)' Dlpenaeat u4 \he '!'rea~ 

Depenaat for p~tla& t he Mle of Wer lloeCe t brou&h \he 

tlaaaela& of eowll eqlli~t, .. ean.c \he\ Wer Boa4 

o..,alaae ha?la& .. 111 obJeotl?e \he ralelaa or eurf1o1eat 

.. .,. to pe7 f"' nrloua tJ'I)M of aenl ?NMle lhoul4 be 

OOIIflatC tl .... aical toa4aet.C b7 ltltee, o1t1tl 1 OOI&IItltl 

or o\her poUtlMl 41rlt1oae ot tbe popllleUoa. •• !l.IC 1a 

•laC we MII!Pai&lll •• .. re eoa4uott4 1D the o1u .. of 

Ch1oeco aac A~\a to fiaaaoe t be replaeemtat of loet 

eraieore bM71A& \ho .... , of \hoee oltle•, aa4 al eo 

-uu a 1"aa• _..nee b7 001&11\7 aa4 l ooal orcanha­

u .. w t'-M u& jiiei' • ..-un pb41UN 1a -uer 
WU' -111, alll 11 ..-.rlae ellaaore, P,'!', boat., eta, 

a. tue'l• aow -• bet"'' .. 1a a -nbat 41f­

,_, hla ..._.'" CHlre ot \he letlaaal .. r1tlae 

Va1•, CliO, w t~H aac ,., a •--nun plaque 1a 

a .. -...a. ··-· J aa ?ei'J' IJIIPI\heUMll7 1ae11a.C 

te till• ...,.l&ll, baMuo I 'llallne that lt h u\llrll u4 
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losical for •.-bora or u orp.~~hotioe or .4marioan •aut• 

to w1ah to r 1Daaoo a war Teaaol. Tho Kazitime OOK&laa1ou 

1a antUolJ' w1ll!.Aa to haTa th• rbaaco aud u•e Liberty 

Ship a, but th1a 1a too -ob Uke a •w-. • a hol14ar- t.o 

oarry a particularly atrons appeal t o mombera or the 

Batioaal Maritime Uuioc . 

Wher oea I can eoo tho logi c or l 1m1t1D6 tha t1Dauo-

1DS of DOTal Teaaela ao eo t o al1a1Dat e D&DJ typaa ot 

c1ti&&D oraeuiaatioDI trom r ael1Dg that t h ey haTe a special 

1ateraat iu any siTeD Taaaal, I wil l be auch ?leaae4 it you 

will sa1to au ozoapUca 1D tho ca .. or the &ar1t1<lo uuioua 

aD4 ah1p'IN1l41D& uiou or both the ClO u4 the JJ or L. 

M.abere or t hoae QD!oua certainly have • apec1al 1utereat 

1D a!ltp a or waz. 

I .aka th1e roe-•4at10# partiOilla rlJ' becau .. -

han •-'-r_. reo.l problema 1a 4enlop1oc Payroll 

sa~a Pluo tor Aaer1oau eN• &D· 'l'heao aeamOD are apt 

t.o work tor o 41ttezet ICPlOJU oe Nob YOyqe u4 it 

1a, Ulenton, aot po .. ible t o alp a payroll 4e4uct10D 

au\borba\iaa wblell will bo couUuuoue, aa 1D an 1Dduatrial 

,l&Dt. 8aloa of Wu Boe4e to aerebut eautD can uaueUy 

-.J.y bo uocotiato4 at the t.lae their a!ltpe roturu to port 

aD4 t hey ua pa14 ott. •e are Terr 4e:;>c4ct r or the 

auooeaa ot t h1e proarea oa tho oooperatioe or their labor 

• 
.. 
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oraan1aat1oaa. Therefore, ~en the Xatioaal Maritima 

Un.10D wa4artelr.ea t o orcube a oupaicn t o eell •ouch 

War 801141 t o tinuoe a aut.arina ob.aaer or other war 

•••••1, t he Treaaury Departaent t1n41 t h11 a coo4 anawar 

to a 41t~1eult probl .. an4 w1ahaa to back the wa1on up 1n 

eYery poaa1bla way. 

For tbia raaaon I hope t hat you will t eal Juatitia4 

1n raluia& the rula heret ofore • &read to, t.o tbe ext.ant 

ot allow1Jl& tlle Bat.1011al lilari t.illle Union to aponaor an4 

put a pla~a oa a aubllarine obaan 1n oaae ita maabere 

buy tlle re~ra4 aaouDt ot War Bon41 in their preaant 

n.palp. 

••• ,..~.~Da . .... '-" ~ ..... ., . 
Wallll1actea I •• 0 o 

J t.a u :yra t Bt 

S1noeraly youra, 
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TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

D AT& 

TO 3c.>~rett>.ry 1!ort;enthau 
:ov.-'llber 24, 194:>. 

.1e IJp.ve comoleted the LazPTd c&oe "lon6 1he lines .~ 
i .dir.atec i n ·"Y pr evi ous mer~orand~ to you . 

• e ere no•; infor:ned the.t L<>z::r:i ~ntends to :>ffcr 
ilih- r. . .::>chubart of the :>mk cl' •. f'l hat.an c; ·.artner silio 

? "er .. s tl'at he is l ikely to acceot . UnlesR you oirect · 
··en•isel r.e will advise La:::ard t: at we 'c.vc no object ion 

tu. r . Scnuber t oeco~ing a partner . 

~+L- -~h­
~ / /) 7 ~ 
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Troaeury Department 
Dlvlalon ot Monetary Research 

?.62 

Do t o _;!!?.'!'.!!;!'!!!' r .. i?.?. •... b.Lti. 19 
To: Secretary ~·o1•0enthau 

· Our s Lablll•a tlc•n a.;r..;e.r.<>n t w J. til 
Brazil , ,.nlch runs to 1947 , provides 
for t htl ~&le of 150ld to l·razll, at 
1 ts rcques t , to t he wnoun t of : 200 ••ll• 1on 
at t he pr ice ln er. ect un~er th• ~rc­
vision .. l .~e;!Ul.&Llons of the Gol d l\eserve 
Act . Unde r thl e a.sree.r.en t .. e have alrt adj 
sold Bra.zil mot·e t:t.s.n 170 million in • 
._,old . 

Tbe 'lnlster or F1nbnce of ; r&z!l 
::as -2iSked t J..a t. tnO aorE>eu:et:. t e;e b.:ne::aeo 
to lne,:eat.e t.r.~ amount 01 0"0 lu t o be 
sold to a max!m~ or . ~00 =1111on . 
There 18 no C1•ed.i t 119pt:Ct to these vOl:i 
sales , &s pO)I~nt 1s n•ade 1~ dol~ars &t 
the price prescribed by the ~eQulat1ons . 
\ 
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NOV 2 4 1943 

Sll'a 

Pvnaat te a HtuN\ tra the Klalltu ot 
r1aaa .. ot tho Ualtoa s tatN ot llnall ana ~VH~~t 
411oUII1tDI whloh haTo \ooa hol4 with tho Brallllaa 
KIIMa•:r 1a WaahliiCt•, 1t 11 ICJ'oM u follona 

'1M lottu of hq ltl USY of tho SN!'I\vJ 
of tho Tnaev:r of tho Ualto4 Sktoa of Aaerl• to tho 
llb11tu of rl .. oo ot tho Ualto4 Stat .. ot Bn.lll, u 
•1114 lotter 11u H.- pn1n~~;-w ..a •41· 
t1o4, b tv\hOP .-ti.flo4 ~ 0 tho tl111"0 111 
lt• (1) boa •tiOO,ooo,ooo to • ,ooo,ooo•. 

It lo uUntooa that tho •tUrlty of ll&aoo 
.. llull te ut u flloal 11•\ ot tho Jrulllall 
OtTo,_, 1a o-..oUoa wUil all buoanloa~ ....,... 
taka ..._ \M U'ft!IC_, proTiW tor 1w)' oall lottu 
ia\o4 llll:r lt\1 lilf 1 u lllppl-tH 1114 •41tlo4, aball 
0011\liae la t.U fOPOO aal effot\o 

Twr tl'lll:r pure, 

~ II. ·~!Jan, Jr. 

StOPI\u:r If tho !HUIU7 • 

...... ~.. ,. P'h t.\o, 
,.. .. iiUf.S... ef tM 
VlalW It&'- ef • eU, 
lfao~D.Co 

CSDI• a•ntalfii or Ge tiiiit•i 
Stet•• of Br&all. 
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. ..... 

Tour EsoelltD.y& 

BRA.l.ILUI ZUBAS!ll 

••htngton 

I ban the lienor to refer £o the letter datt4 
JulY 15, 198'1 f..- the Seoretarr of the Tr ... UJ7 of the 
Unl tea !:tat .. of AMP1• to the IO.niettr of F11Wiee or 
the Ual.t.a Statea of lnlll 1 • • auppl-hd and :.:~diflec!, 
relat1n to the nle or gola all4 the purohue of eruu iroe 
with dollve. 

264 

... 

2. I aa 41.ren.a 117 .., OOTIIJ'DMil\ to i ePti!7 to JOill' 
GOTar-t th&\ I _. author l &ea t o .od1f7 the ai'ore:uAtionM 
AD•-t ~ M&llll or \he J.cre-t of , 
10U1_ ~"11\.a ~ • &ll4 the !leorttal'7 or the Tru•1ll'Y or 
t he Ullted Stat .. or .._,1oa1 t he 4upl1oate orlglnala or 
whloh AgJ>e-t ban lleen lalinrea t o the r eapeotive u... I aa &lao 111tbor1ua to bel&Pe that the uw 

_, ·3r:•ta the nlla awl b1Jid1D& oblJ.&at1ou 
be lna1 Ofte...-t &DC1 the ll1n1ater of F1Aallo• 

of tke 1k1 W State• or lnall, 1A aeooraanee w1th 1ta 
hi'M • 

I. I ellall 'M patehl to Your b .. U aq 1.t a 
~ et UU• J."-r \e atDt t• the SHP•tarr or the 
~. 

Hia lu.Unq Coriell 111111, 

Seor•t&l7 or s tate ef the Oaltea State• or .._rlea. 

... 

Regraded Unclassified
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U aM ll/'I&IU 

-·- 41943 

..... Q 1Y e 
•or,en~ ' 

(S\«~•41 Bonn 

SMl'ttnJ7 ot the f re&aiiJ7• 
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EIIBlJADA ll! CUIIA 

lr""h.ington, D. C. 

Dear llr, Whi te• 
September 22, 1943. 

This i s to con!irm our conversation of thh morninl'• As I stated then 
the CUban Uinister a! the Treasury, Ing. Eduerdq I . Uontoulieu, has re- ' 
queetod ""' t o consult your Department on t he posoibility of increasing our 
golcl purchases unclar our a1!%'9ement of July 6, 1942, ns extended on July 1 
1943, in order to meet the abnoroal situation that is expected to develop' 
next )'liar. · 

Tho Cuban Oovernlll8nt is concerned about the ertect a of the strongly 
favorable balAnce o! payments expected next )"'lr , which 1t not adequately 
dealt with will increase the accu.mlation or foreign balances in the banks , 
the dollar circulation , and consequent disturbances in our lOOOOtary ~~&rket. 
We wish t o prevent these disturbances and at the •- t1JDo to continue to 
builcl up at a !aster rate a reserve in golcl and foreign exchange UDder 
the scheme rec01111:ended by your technical l!tission in November 191.1 and put 
into e!!ect by our law of llay 2, 1942. In this coMoction , "' are con­
sidering the advisability that the SUgar Institut e might sell to the 
Cuban Treasury part of the New York funds to be paid to 1 t for the next 
crop by Comodity Credit Corporation, receiving pesos at Havana with 
which to Mke p'art o! its payments to the producers . In thia wa~, wo adght 
avoid unneceesary transfers of funds and obviate t ho possible ill effects 
of poying all these sums in dollars t o the producere. 

Though we have not )"'t determined t o what extent it would be advisable 
to carry ahead the plan during the next year, WI are conteq:>lating operations 
of from $100,000,000 to $1SO,ooo,ooo, and thus WI need t he •l!%'8•""'nt of the 
United States Qoote.....,t to sell us golcl to this amount, and the facilities 
ot the United State• a.reau or Engraving and Printing to print peso notes to 
an aaount of •100,000 000. As you ~. tha ~au 1e at present f 1111ng 
an ·orc1er boca wt for $3o,ooo, ooo. The dena.l.nat1ons o! the notes " '"'ld be 
further cleterod.ned in accorclance with the needa of the ""'rket • 

As I know the di!!ieulties involved in this plan, ma1nl.r because of 
the great otre .. under which the ~au io workinc, I wish to thank you 
for the kind cooperation 'Obich you offered us tltie aorninc, !.A. line with 
your alreacb' lq roeorcl o! service to our country • . 

With wora personal regards !rom llr. IJontouUeu , 1n whose behalf I ao 

writing you this letter, I relllllin 

llr. Harry D. lrhi te , 
Aoailtant to the SocretJVY, 

Treasury Department, 
Washington. 

Sincerely yours, 

(ligned) Allladeo Lopez Castro, 
Soerot4l'Y to the Presidency. 
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FORf.IGN ECONOMIC ADMINISTRATION 
OFFICE Of THE I.DMINlSTliATOR 

WASHINCTON lS, D. C. 

lovember 19 , 1943 

Dear Mr. Socrotary1 

You -:r poaoib~ van~ ~o cont14or Ule releau ot 

oollo l.AforaaUon ot ~be k1D4 ~ha~ appoart 1D ~he attacha4 

cable a~ one of 7our preaa conterencea. 

I thoul4 thiak that toour1~7 roatoDt voul4 not block 

tho 1ttuance ot mot~ o! ~hit ma~erlal. 

Sincerely yourt, 

!ho lonorablo 

!ha Socro~ ot tbe !!raaour7 

:IDol.oouro 
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L 
,;~lTLh CJ . .l .. U·w·tlH~ 

---...... --.::...--------- ~ -~--.... ...... -
':~' roller. i.J .... !ni'OI'I:Ihtioo ha3 nncn ~:l~.l)l.! frm :.Dt.e::ccrt.e.d 

"Y~U A."'Cl otirl,:o t.o cnn/ Lt.: or.s :Ln i"r:n"!'a t.nd the l)tl.t.r occu;;l~l c< utr1es 
"Jf 1.\\•0rtv • fl.e IJl~ ... l ~:t_·l i.Jltereortt.."'<l duri.'\"" t~U C<'ttlh'l of lej:1.C .li:eJ t.nd 
:Jrtobo:- cr.d cc vc-a tJ,, 'le"lcd f>'Oll' early .<ny Lo tl.~ "lri 11~ of . ctol:el·. 
tt 1 .. uubjc.:t. t f"' t,'to ,:mrg !1£Veat~ '.1it h rtt.sr.ect to ocJ·trw-;y t.n~ re~bil · 
Lty 01 rta...;. tltCJ ,nr~~ r !aJ t ::unsoii • .. od i n prov"~o.On!" o··. :. ~l"'WJU 
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fi, flt&: l'r":>Ult.O! j J) l ll.ltO tha· .. , D3 0. cone .. ttl . a·.tC: l, \'r e:n::l! lnf!alJtr)' 

t,f'lll 0 1J1'1' .n•i1 0 ~· ·tt 1 ~\' fl'0 '1 .ll< k ¢!' rar. notr'1l'1Dl tJ Otl ~ Q .~ t 'JJ"t. l~ OC.::" 9U~ 
r-J.y. JJl OX(. ('~t .. or- n~~ 4 . 1ll; . ifJ .ro to btlvo 'bocn 1n tha ch; Lcal f.,.:z:tilit.t•r 
$.:.c!u.at·";', ,·,t~"'h "::1' .ioJ !!<. t·~t..t:d i n soc:~e det sil 01 A .... :-.u 'ritt :- .\ fuc­
~ory t<» t.h· ;r ;~t·~tio • of fet"'t111wr t:ns raJ ' to t ' n rull c: -!:-at.ion -.ear 
Ar1lle :'b . .. ~ the c ot ;Ttt o!" t.not hor t'll3 '1t.at aa t.t .1 l•t. .nt;1 r£ ;:llecd a :,-:nat 
;..0 .. , tt, "a:J t't;;~rt\1 :J 1 t f~Jnc~ e.'"\1~ errect1vtl;·. )o.. !t• .. U l nnot"l~- &roa 
c!.e,.1c•) f · rt.Ht"'" l .,b ,...,,.,. reported ~o l:'l in lull Cl>"nt:r •· ;.lbol>. 
Ju.ffor\n~ fro;"l :. a ort"l.Ctt tJ.t. 1.ac._1n~ rt.fe-r. 

~. rt.o:ee Of f ~tc r.orc tho prinei,:Ol C8tlt'10S [Ctt CJ. rlllan .::o~_;Wli."'i.t 
! 1 tl:'.e • ot.t.cr~ eAb~~.irxnic. ltl c.c:-ly Jul7 it TJ8:t o.oit ~ \!l i•pr~!.)la to 
chtAin :nt.u unl.oes 010 t;.D.li pt-c~C to Jli'Y ~ ... to( ,..·; i'.:u.c3 .._ ..c!.lcz~. 
~1e \n · tur rcpo trd t:'l:.t. ho l~C\d b·or. abh' t.o f.:.tt ,lt :Jrl,.trh·.c l:.·.t\. on:~e 
at"ce Jortmn y, 1')4), .::mt>thtl•·, t nc't. l.e hal:. no oU since \ JtO.XI • :.91.2, und 
a thi"d t hut ~o hl\e cone f'oo• ,•ix rnor.t ho. rur ·Hro , .. J l>f ,>re , ~ lfl:r rod t.b" 
lo.tUI~ i'ron t ltt'OO ol crtn .. -;Pa ·111 nly !or t ho rae.u )n Uo:~t ti:Jj. uttr~ nlf o Lo 

o~Jt! in buttt. r ~ 

I t r1nn ,·cr.Lo•t:Jl.y ropcr tlld t hat, in oo~ trou , ,,,1· r c :.eH n!) \line:~; 
tn t. oo,,:.. c01Ud bu ch\ain':'<- l 11* n"'lcs n r.ook; ond, J cr ''t:..n :"~?~1dontn, thl\i 

J arcm.: of 'Nt \cr· .,.,,, ., o n tlnb'" ce.ch t\Cn ~h. lo1:· a · epc•~ od no aoU-
l ·lC et //"· ! rotc ... l\ l";;t !l c.!'1•! c.hicker.n nt trot !00· ;{( .,:;.l.c3 ·c p1e.-~o ln 
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o toom 1n the re«icn ot the !'7H....,a , it -. eaid tllet, lar each chUd, 

coo half to teo piotu of milk could be obt.ined dailJ. 

S..verol letters not.d that, i n .. 117 areaa of Freneo, the ,_ 

aeason had been unusually dry , thus ourtailina t l:e output or !roah 

vecetobleJ anc! trulta. In placo ot these produot& people oere drnDios 

ur..on otooko or driod vecetoblu and canned fruita . 

J.s I')Q~ tho cas e in prcviOWJ correspcndenee 110ni tored , t lwre w:ere 

1X1J1Y eoo;.lointc be sod upou the ahorto.,."e of clothlnG nnd ohoeo. Wuo· 

k ativc or this 1:113 " l etter 1'roll Clll8 l!rlter etet inc that hia ! ather llad 

one> !"<~1r of oboe~, T:hilo he and his dater hod not hinc !Nt slippers • 

• an,:, = i toro a t tri buted the extra.., ahortacle u13~ in varlcus areao 

to acto of pUlua e , or Wll'.Y1nr. <logreoo or refine,...nt , l:.l' tho occur-et1oc 

ottthorltie a . ())o t o;m !"eceiwd reparto t hat, dospi ~ t l1<1 dry stooCIII, tJw 

l<lCal h"\11 t crop •:oulcl bo quite (lood . t 'hen the tin !nr h!ll'Vos t hLd jX>.:Jsed 

l:ithout tr.e ex;;<~otcc! tro.dt reachine local co.rketo , tt ma reported thGt 1t 

h8c! All been shi~cl t<l Gon:&n7. The tactics or U.e llaz,i outl•ori t 1ea T:Oro 

CICJd.na themoel vea noro oeverel:r felt 1n "&ll¥ other ear.> . Aecnrc!in,; to ano 

w iter r.ilo t.OO eaeapod t o Turkey , tho GerMil:l ,,.ro r or..ruc\ ori.\)1 oxpell1~~g 

mn:r peo]>].e t~ \ hei r :~pcr"..coeot~ and l.oaa to IIBI<:e t in JJl8eC " Yililable ! or 

billeting fAll'poneo. An Al entian reported thot his nrot.h~r llad bean dJ'Il!tod 

into the Gormn IU'll1 a:1d 5ent t o tl:o Rtusien fron t. and :.13 f onil)• de;>orted 

hocauoe "nothor ~t~e:>ber ::ao in t ho froncb naq, t urt.horo.or o , tie bocb1ne 

O)lOI'Qtiano >';ore the caune of "holesAlu evaouationu r opor ~od in areas nround 

l'llrla and in places ouch "• Loriant, 1n llNte.cno, ' he le ~t~r :sr.id to hove 

'been callpl otal,y dont rcyed, 

A letto:o c!ata<l I. Jeto'ber, 1943, roport.cd that e pidenl.cs or intont ila 

I'CI.J'8lys1s had brokan out i n the oect1ons or Le 1'\Q' de !Jc~r.~ , nenr Cler:cmt• 

f orrond , and 1n L'llller, in tho Vie~\)· re::iCII'I . 

?MHFg'iU! 

l;o.l'-or't<1 frM r'rMce 1taelt 1ntl1cato<l t hat rlJL•inc tl:o montho o! tl1e 

oiK::'IItr ond oarl 7 tall , tho rocruit:~ent of oi ·;iliul J for !'arced lohor in 

Cer l!nfly or in Cei:'MJ\ t'cctorics continued uncbtlt.e<l . tn July i t """ re­

ported thot tho 21 , '.2 o.nd 23 yonr ole! maloo hod vl.rtUIJJ l,y all been called 

t o Cermun,y. Tho condi t1on of """' sent to Ce~ '1G!'I •t oted t<l be do· 

plorol>lc, e nd the coodHions or ci·tilion l ahororu in Ccr"""7 ttu o:Ud to be 

ourt'lcl ently ood t o in·!uce ~bo;131ln<h to eoC&!• t o C!l>in, t1c3p1te the crent 

r 1ok involved . t<l':ard t.he end of rm;;ust tho <lraftinc 01! r.OCJel'l or ; 1 yoara 

or a;re fat' forced labor 1n Germn,y ..aa ateted to ba ilftinont. H naa 

said th:lt in the forced labor ca"'po peor.l• froll oll or tho occupied Mtiollo 

l'lere •!.xed tcgetber, - l'll'ld that !llltD and " omen M re bo:t' ad 1o the s!llllO r OOII<' 

l'o:;o T11o 
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The trtln<i t.ouml prieonero of tl&r i n Gerll>OJV b<le~=1zlc civilian 

"'orkare opJXt<>rocl to incr<•noo during t.ho e\UIII!IOr all() early fall ;,. 
eivilitlD I'IOrker ~an M i d ~0 b<l paid 70 pf'onnl.gs an hour )Mte;d nf 70 

~rem~cs n de~Y, r.hi oh r.oa s t.ut.od ~o b<l t.ht 1'07 of ~r! ao~ulT of ~ar. 

t hllc cone·r 31 cc:tlihtiet~:l oj J iac::!.rJ.ine , otA: . res in obou ~~'la ~c.ae ,...: 

UDder tho allitt.r ;y, ('l'tr~3 t.>r<: Mll0090d. Civllinn or;,.IY.' an; •-<a·n<t tcd 

t o MYe: ubout freely, fir() t;iYC:l t1:0 aee.k:' let~ve uyn t.~ r ·~~t"''.1*. t o 
bc)e(Mr c lv111nn t''Or~orr: , u~~ 1 cont rary t.o p!'f)ViOI.U •opo .. r . tl':.t<y rcoorte(J 
recc1v1'\.: b~tte'• r~o<.; :..nd QI"'IZOO f ood an•J eloth' nc f\1'lri't, •":;!·.tH14·, 

r.orkers \JGTO oluo (.rv.n1,et\ rnorr pr1vilogos euch A.S :: .1 o"'.o:., t.h-: nee ot 

po3tal oystRo, adnliH1~c:- t c, cortes houaeo, e t c. 

· bctbcr or n · t t b • oc• ~~ Coo<l cOliCJ.Uons hli•l .r·!'!' \'Ud u~"' a 

;ori conor Of t:ar 'Je or!.n. l'. e lvllian ~Tit•r to G<DCT. ,t, :: (' l liC!2lt. .... c 1 

clthour..b on tho 00 ! c o .. 1 t~ correspondono.c r "J-.:entl u:r 1*1""6 ! . r f?f"4-o 

that soroo icprovo:n. nt c rm 1-.. noticod. In tJ.i..; co:l!" Uu, t t : .,;"lt bo 
noted t.bn t the ~o--r.!lll,-j 11 1\~ t.ain parcels" , a aeher. ~ dovJ · t tl b~' ll1"ohall 
Tetuin to nond rrar •ol r t.., o;:,. '!ll': Frcnoh prioocer of ,: ~t·} 11• \et" !".:J ... ,,.,'ril\l izod . 

h-1aonor n or r.nr r ct.~ve , !~fJ t:nrcelo t.hrot\f,h tbr ~ror'o~ N1d Cro;Jtl ond 
the ih-i t.ish J.ed Cr,.·u ~ 1 .. CCllpl ain bocouae oothir..; f'D) u:ei•re•l th..-oucb 

the Amr leon f\.CO !:-ror.r .. "n tlle ot.her l-.ancl , ci vi.l.i... .... \ :r U'l ~!' f llc t.orioa 

O.ere I C:r"ICd lund;. ~t. U.e f-.C t Ol")" , OCC.CU,iOD4l.}J- hai J Cl 1 \lJ""&t.abJ-cO , and 

reported goncr.Jl l.y t.io.t.""t t~~c:: r ecol ved botter 1'"Xld . ,,., t t t~1 t..:: r1ecn• 
er:1 of cnr . ln l t!' e C'. t•:n'bo:r , l'.u._:;, 1t. <;;a.:J :rvport. ~~ t. .. •. e b ·i .icn ..,,ork· 

ore rece lvcti r.: ~·e hr uru . li~•7eve1· , ehoTtorea ?! cl) hc s tt' J 1.1h~JF con .. 

tinuod t > '"' o'-"'joc t "r coo:• ant . 

H :-a1pn111c;o.n .. eoocl • a .... on ~Z..i_zht be dre:.n l'rQ- 11f c ~ C3!'1(''\tlcn.:e uuo 

t.bat. i t apt-eare en.:1ior· f01• c..l ttllie.n ~Gr'<Orv t ! ob\~ t • J'C: p;:C'k:lg"'f! troa 
?nlnce than fer !)!':sct1Ct" o; t::a.J:". CivU1a:t t.• :ke" 10r - .,;orcit to·i t..o . 

;;-ec:eivo o poc:kttre ach li:Q t bc;r hod n t.1ct!t t. JUt:lG :.~J.· :.he : ~:.· !~ 
":hooc tie keto t ~re ot t.t;l:tl d tro:;:. tho Direct''~" ~f ~ Ci' bn C.. I "J~~ .and 
eoch norkcr t'"ll3 t>lJ.oti.c'Jtl t href: ticl!otn Cl r;o . • n; t r:-c n:· t.l t t\cltot J \','f'fO 
-ood for foe1 ~re .L r. ul or.o f <r. clot.h1D<:· "oa·,;-1< I··< :o .. tol r on .. 
I, , _ • ~ 0 
!li::ted o1 2 t~c.:Ya::- • o1 I .rc lneo , z pound~ M' S\1£"\.."" • .1. r I (ft~e !') ... coc n, 
l plCketp te t ... U!!c·-o t /, cu;r.retl~.c , I. fG C:; .D.L8S of 7 .r r 1 i ta.ol~t:J 1 

o1$CC o1 9~11p 1 , .C-a'.ft: cu.· coff"'a, 2 ccnJ tti' ":leA ~ :•are • • 1 r •c!-to;e ur 
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bean3 ant.l 1 O::cxaee a' nuttJ ':bile t.hio oor-e roo. .. 1ck~!·• ers t ,n ,;au ta"'ao 

llvnUahlo to'" J.ri~one't1 or n r , the? lett.or n inr!i c,et'l! ~ht!.; it. -:1.~ :·G~.et;h.t.t. 
Gtl310r f or ci vll ien \.Ql"l,t.JO t o ob tl\iD r~c':nceo .. ln flUCH ,,,nJ 1 .. '10 11bort.y 

accorded ei,·111an \.orl:(•r e !r'=snt t.hat 't.l "Y ccu' :1 obt lJ.'l ou -:o !ocl ul~1r.here, 
t1 p.rivUeac nc..t av ~u,\.1,1 t r p·J.o.anoro of ,,.(l,l' 

l t tl3n c3 ti::.."\t.ctl tlv.t a.pJn·c.,..Jcetcl;: 2'..C , :OC • - t:e.n• :-• o=- ~ 
be<:o<10 cbll4.n -o.'l«N i n the j:eriod trcn : ur.e t <> ltolJOr , l~l.~ ---1----"' __ .. _ _... 

- • • t"""!l' ------

1.1lYO 
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HEL 
Tbia t c lrgrem must b r 
poraphr~ ud b cfort bting 
communicR t Ed to an yonc 
other t!un a Govcrnmtn tal 
ngcn oy , (SCOO ) 

Sro rt tnry or s ta tt , 

'.Voahington . 

U. S. \JRGENT 

Chune:ki ng 

08 t ed November 24 , 1943 

Rro 'd l OtOS n . m,, 25th, 

COII~'I Dk:NT I AL l 
For tecurJ 
t ext '01 t hl ty r easons the 
be clocoly o mossaae mua t 

r ul\rdort , 

222P, llo vcmbtr 24, lli dnlght , (SEC 'I'IO!l ONE) 

FRO. i o'IDLER TO SECRE TI\RY OF TR£.',SURY. 

Ont , Saw Dr , Kung ytstcrdly and nskrd him for 

quota tion on ~ricE et which Chlncat Government would bt 

wlll lnt: to rre kE CN dollars 400, 0001 000 monthl y :lV&1lablt 

to \Jnit td Sta tEs 'Jovtrnmtnt , ,/t had long nnd amicablE 

convtrsotlon~ though Kung tEndtd to bE cvnsivr EXCEpt 

toward closi: , HE rtVIEI'Itd ChinEs E !inoncial situation 

at somt lEngth, claiming t hat r..ll~ll8 E in official r at£ 

v ould uncltl'mint confidencE i n tapi ond aoctltra tt risE 

ln ,>r t cts , to r.bicb I r tpl1td 1'~, wua not ra ising 

quEstion of officia l r ntt oncl t n1t lt modt no d i ffErencE 

to inttt•nnl pr i c Es Tlh Ethcr Un i ted Stn tcs GovernmEnt 

EX ptndi tllr<s v:trE ' i'lnanctd at pric E of tl'ltnty to on£ or 

of hundred to onE , Kung , a fter oocJm£ nt1ng thll t Experts 

could undtrstand that but not l 3ymtn a nd th~t 1t wa s 

lmposs lblt to k u p stcrtt pr l ot nt ~h ich Ch1ntst GovtrnmEnt 

sella t l pi to us , ststtd that ~h1na hna advanc Ed CN 

dollars 
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-2-, 12?.28, November 24 , Midnight, (S<.:CTIO!I Olf~) from 
Chungking. 

dollars 3,ooo, ooo,ooo since outbrtok of Poclfic war 

for oonstrcc ting ~irports and· proviaing transportation 

f~c 111ties, etcetera, for US,\F, tt.at China was 

prcp~rin ~ to ask us for ano~htr loon , ond that any 

incre.ls t in tbt expenditures for US: ... F would merE l y 

me <ln ~n increase i n amounts he would na k for , 

Two . at this stage I mEntioned tht thrtt 

olttrn~tivt mEthods of payment indicated in your 

poi nt three (rt your 1672 or November 20th .), Kung 

fir st rtJtottd all three and offered as olternntivEs : 

(.\) His going over os.-.·.r- expr.nditurts with 

Gtntr3linsimo ond GEnEral Stilwell--which hE is to do 

in ntar future--fi nding out whtr t it was possible to out 

thrm: and agrEEing to btor ll pr-o portion , which hE did 

not specify , under rtvt rse Lend-LECsti I pointEd out 

th~t r cverse Ltnd-Ltost negotl~tions hnd been protr ncttd 

and th~t it o ight t ~ kE some timE to conclude them, to 

which ~t claimEd th•t h i s government hod 3lre9dy dtcldtd 

to ngz·te ln J:-rinciple and th!lt " 8rttc.ent might bt 

oonsumnted in ntar futurE, 

(B) His Qot objecting to Treasury shipping O. s. 

ourrtnoy to Chino to bE sold in block market, adding 

that s31Es 1n quantity would push down pr1eE. But 'hE 

did not rEcur to this suggtstion in hia flnnl offer . 

o:.uss 

NPL 
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fROih 
TO I 
0 4'1' .. 0 1 
110li81'.:R I 

I AIIAPi!b:ll or f&ti< OJIAJI kt CI:.I V.o.ll 

.u&._IUCAII lDID.t.::a Y, C!U11101LlJO p Cli l U 
hoft\ary ot ll\at o, "•dlla& .. n 
loY ... or It, ltU. 
an ( SIC!I ¢1 ftO) 
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I. I Wellt Oft \o polll\ OilS t ho• Ull.uJI' Upon41\UN1t aro 
bo1nc t1naAoe4 at ~ho oft1olal rat, , t hat oxpon4lturaa or tho 
OOYor-\ ot t~o C.Uocl Stat el ln Ch.J.na a N Oil\ ot all propor\lon 
\o ro\ura OA t h .. and \ hat t ho Cft1 tod ' 'at oa l t toll lns s old now 
1n t ho lU t'cllo .tad to ltn•oo aa -.oodhuroo. Thooo r oaarlra 
OJIIPiaathM ,._ polllt -· Ia reply Dr. ltllft& 1ndlaa\ocl tha t he 
hod no oll j ooUMl La p1Aa1plo \o tho oolllns or t old - owo ... 
aoooUD\ 1n CbJ.na, llu\ aalot l n 1n7 'llanU\J woulcl puh the pr too 
down an4 alH OOIIPoh eltb U10 p lcl .. luna poUo7 of China 
wt \beN\ ylolcllns u•o~ :o oo.,.,. OW' noocla. 1 polnte4 otat t hat 
tale of s ol d tor oooo•t of \he 11nlhcl :.ta t•• AOOd cot oo.:apoto 
•Uh China' a a aloe U t n ey •or• oooduo\ocl t hJ'ollP on.o aolllft& 
q oa ay. Ia .,...ln, dtll. '-'>1• polo\ ba 1acllea u 4 U.. t tho 
Oon\ral &ank la a\ \ha pr e aon\ \1ao aollla& aold tor t no Oovorn­
_, or CMna. llo •-toe! 1n pual114 \hat \ho ••at or eh1pp1na 
sold 1a • bJ.~ be h oonalclorlna aol11Jl4 aonttl oat .. ropreocoUaa 
ala.lu c p l4 ra\bu thtm aal11ns \ he sold, wb1ob would. be kop \ 
on -....1& wUoh \ bo ~ odoral R .. orvo Bllllk. 

•• nr. ~MD& I 1Dall7 oa1cl bo ••• w1ll1ns t~t t ho c~ot .. of 
ono of \ ho toll .. tnc altoraa\lvo• ba otrored to t ho 1roeaury oa, ...... ,, 

"· lA ~ •• 
1. ,_ IC (t't•• 1 ''• 111a llov..t>or- 10) a® Joot to tho 

_.., or \ha GonON11 .. 1• mol pe,Jlft& tO to l 1n uobango tor 
OllJ.'-4 . ..... tel.J.ora rw noocla ot t ho llbl\ocl ~totu Oovo,.,..,., 
- _. -.... .,.., h •taliMd 'D7 ao111na sold ODour aooO\IIlt. 

•• 117 1 to • tho ottor oro •• follo•ut For 4A rohr 
•• rq ' • lA ...,.., for sbo ......_ t\a~ecl al>ovo - apar\ 
f.-.. --., ta .. ..._, Dr• .... -..u ""' .... lfi \ be p• .. pcu·U- of 
llnll.C , .. to• wa wl&\ueo Cltlaa woo.ll4 bo w

1
t l1A• to

1
/tn.a,

1
c• 1t7 

t.eD4l-c-&o 1a ,.. ... _,, la _, wortoh tor we cone vtra on u 
• al\ornaUvo, \heup •• a -...1-•••1 .... ll,.. 1\ 1187 bo wortb 
oonalcloroU•• ror oo •" • tat 

(A) ,_ tu .-... -•-•1• u4 fro• olbor .,lll'oot it 1t 
olaar tho l CAtna .... M\ p..,._o \o aoll aiMb solei Uld t ha\ 
Dr . Kiln& .... u• ..... , 110 \e aueooM 117 tb1a -• ln r-•1na 
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. \ 

DOU'l7 ono~<sb o•reaq ~ .... ,. \ho -.endl\.llroo ot \ hh Oo•em­
eoaa. t a al&h& ~o pooo1~1o, bowo•or, w1\b &ho oaor&loa ot 
outtlo1ont proooiiJ'o ao .,u.h the Mlo of solei to tho poi nt whoPO 
on opproe1&blo p.ra of .ur noedo wou1cl ~• J 1o1d ... 

( II ) tO .. 1 h a ahor!Ul.J t. .. prho. IIJ l ul'..s .. u on 011. \blo 
to t hat t ho Troaour, Dop~\ ro~~<oot at loaot 1.00 to 180 to 1 
1n wlrtoh oaoo H alf)l t bo poeol~lo t hat not 1011 cban ao oou14 
bo flnallJ eo•a1e& wpea. 

e. WUA lll'e ll"un&'o ..-rlr &Aa&.\lo wu a prol.blnaJ'7 
d1oouoo10D tho •oa•oroa•ton .... eentt.~. 
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DVM 
This tElEgram mus t bt 
paraphra sEd bEforE b£1ng 
co~JnicntEd to anyonE 
oth .;:- than n Govtrmntntal 
ngtr'JY• (BR ) 

Storttury of $ta tE 

Wo.shington 

Chungking 

Dattd NovEmbEr 24 , 1943 

Rto ' d 2 :37 p . m., 26th 

2231 , NovEmttr 2~ , 5 p .m. 

TO S£Crl£Ti-.RY OF' THE TRE,.SURY FROM r.DLER 

RaisEd quEsti on with Dr . Kung in accordancE with 

your instructions in convErsation ytattrdoy . HE rtplitd 

that missionariEs bod bttn rtctiving thirty to on£ for 

missionary ExpEnditurEs sine£ May l'tlnd thnt all 

faminE (rtpEot f aminE) rEliEf txptndttur~hnd bttn 

rEotiving forty t o on£ from s amt dotE . He was in 

cours E of nEgotiating with ForEign M1ssionnry philan­

thropic and cul tura l ors~nizat1ono cbou t furthEr adjust­

ment in r o.tE thty r EcEiVE (rE your 1474 , OctohEr 13) . 

/.bovE confi rmEd by reliable sourc E according to 

which missionnriEs had bEtn receiving forty for fooint 

rEliEf ExpEnditurEs . j,ccording to ann£ sour c E Dr . Kung 

will probably giVE !lbOVE Or£:On1zllttons forty for all 

thEir txptnd1turEs in Chinn . 

GAUSS · 

BB 
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- ----r-r, 
17'1 

. lvi ~v 

u.s . :..;c:'+tl C.Vd Ho. __ / Y.:..__ 

9Pr<:L NO. 385 

InformaUon r ocelvod up to 10 A. l.i. 2/,Lh :.ovomber , 19/,J , 

l. !lAVAL. 
IAoditorrnnean 2lst/22nd. Alliod CAO•tal ~-t' l 

.......... - ...... n. cmtk , P-1 t.r ol Licht r 
Sou 1.., of LOGHOflll. 

··' to 

22nd. One of ii . ~ •. lllir.eS'OceJ")rs , .,lnc-1 ~ zun~ of!' !liJ>.l . 

~ 20/2lst . A !'urt.h "r ) , t)J() t'ir ·n.k3 nn·! I t..t.l i an.l r,)r cvncu 
i'URXZ'! frt<: S/JJOS . 

2 •. :to.IrJ.IiY 

I t.aU, 8th Aroy . I.> C.>u t.l·l Soc to.· 7~th Plvlcior. h:.J otron~·.h.,.e, 
tlridfe!leecl o•1er SA.iGRO "'' cn,plot od tr.r·~ bridges. I n11"n 

tr0001!J h•W') OSt..'l~li :Jh~d Crieg~i"'euc~ . est. Oi" Ar~;. . .-u~d.h'lr .Sou~h Can"tdi lt t.ro~1 r 
hlv'> co~t.ur1d 5 . AnGc.LO ( j.6 mlles S . \. , o f ~\·rr::::s~) . our •t..1trvln hl'l'-'~ . .lou FldV.11"C 
-' n l.~r..-o 'Ut, l') l' ALF.WO:IA (15 ~ilos !L~ . o(' [St.r< tlA), 

5th . A1v.y ! u putro1 tte1 Lfwl n J''H' 1!nu t.:'l o t" i\. G,tF!G:.I~.. 0 he'l.vy 
Cf\:.unlt.t ..:o WQr 'l J.nfl lct.od on •:ne1:11 nt :.;o~t:$1 or ~)n(J •· o~J.i.100cl . 

Ruo .. l,! 2Jrd . P.usvi~no ex t..on(lad t.h·~·lr Jtr1tHr ;he.·.! nor~ 01 GC.N..L . 
Situation i 'll ZHr:o~~I'· is oh~<"!J1'( • 1\' 1. l 1hi:'llfl!: ha·t, ,>l·ou•i.Jlv 

g i ve1. sone eround . 

~ - CH ... '_Hn ~ l'-Jt.:1 . J~ ,.nn'o" CH:.-.:ur~i.·'t. 10:1itio!'l. ,_ • 
Lt-) 7 t.roo,,s l! :dl<tr .; .' • r, ,J.., • Vt • In 1'0?..~ 

b, mo. 
. H .. \1 ·• 

CO!'!J~UIY 01 In ia.'l froo)'S carried (1Jt OUCC'l~ af\J .. 1t l ., l.t:.t J~:~<!al·.:m:: . 

J , Alf. OP.J\Ar!O.IS 

l'iestom front :12nd/~3rd . 2 ,36; ~uno •roppO' 0•1 iilf.LW . '} d . <)(, 
tAanu<iors ( EJ. 26) ( 2 11lontn,) , I'O,bO>! t-o .U: rtolJc '•· 

~~. FR, .• ..,c~ . ratcholl s ( R.25) , Dost.ono (A2U) f\J\1,.. i'Y(Jo!OO;t!l J ro:>P; l ~'J Lon:: ('II 

m1Ut.'lr y oOj .,ctivoo nonr G!U.S 1•E?. . 2) Pe'l'lrL··hC..ro ( ~ l ol tl:.: ing) att.u.ck,·d ('nH'IOf 

off rZX:.L Dt)rioual y d~lrnagiolf' ftv"l L.scol·t. '/'lthJOltl { It J l~nviut; f n t! ,OOO t.on 
rnnkor olnklne • 

. :>,3/ 'lth . /iircmn """""~ched:- ,.,,,\o..L.l )8. {'!0 :isslnJ ) (l croui.oJ) 
COI-01.11• 6 (~ r.~tooin;) , Intru·.~ors U/7 . Pr ill; lnur·1 ro,•n• ,, un J ..!:!. lilthicl ~'o"' 
OV<)r t..a.r o:• t, anrk•l r :l CO'\Cenlr tt.c:! i~:U! !'tr ..tU Ct.l l• hul'nln fro:-1 pt'~.:Vi..OJ:" nli !Lt • 

Italy 22>1<1 . 15; •:><' iun, Li rV t.nJ fl ·t.t··•· '1ol'lhcrs •ttac;:"<l 
COJiil"oUnica t.lO.lt tr, Ccoo:t.J-ul Jr. I lin • l22 Jt .. l.tlC."'ll' r , r , ... t:t h i 
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