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ALVOliOL TAX 

Present: All'. Sw.1ivan' 
.'o\r, GraveaJ 
l.tr . SmJ. th J 

Kr. ThompsonJ 
Kr. I re.r' 
!.!r. 0 • Connell 
!lr. Hannagan' 
h . Coffelt "./ 
llr. Berkshire ' 

December 14, 1~43 
l :45 p.m. 

H.M. JH: (Over 1nterphone to Fitzgerald) Now, 
where is Smith'/ I told :)ml th and this man from Public 
Relations to be here . 

Mk. THoMPSON: Coffelt . 

MR. FITZGERALD: I will get t hea, air. 

H.a . JR: Coffelt was there durin$ the ~.hole day and 
I thought the easiest way of saving htm reading tbia 
teatiJillDY 11ou.1d be to have him tell it to all of us . I 
haven ' t had a chance to read it, but he was there all day 
long on Alcohol Tax. 

I might aa wel l t ell you, I ..,_. very much Ui saptointed 
in what I read i n the papers about .rour (Berkshire' s} 
teatimon.r, and I felt that the Bureau of Internal Revenue 
and the Treasury ou~ht to' have a positive program on how 
to meet this situat1on on selling legal liquor, 

1? 
Do .rou remember, I had you i n here months ago, didn't 

.lUI. Bl:.l!KSiilRE: Yes, ~ir . 

1 
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H.~.JP.: And put you on notice on this thing . !nd 
I can' t find that we have any program. We are being 
pushed arj)und and- everybody eeema to have a progr11111 
but ua; that is, as far as reading the newspaper s ia con­
cerned. 

'l'he thing t hat bothers me is that I think n are 
headed right the way we were during World War I when we 
had prohibition because the people can't get a modeat 
amount of liquor at a reasonable price. ,. 

(Mr. Smith entered the conference) 

H.M. JR: t.here is this man of your a? 

YR. ~~TH : He ia standing by. 

H .~.JR: I am frankly disappointed. Wnat I started 
was with ~ullivan and the Commissioner, and I looked to 
them, and I look to you (Berkshire), because we nave just 
got to have a program; we can ' t let everybody push ua 
around. 

We ought to be in the fore front. There ought not 
to have t o be any ~en ate Investigating l.oiiJDi ttee to find 
out what this is. I have beSJ up against much tougher 
tninga than thia. 

(Mr. Coffelt entered the conference.) 

H.~ . JR: Harold Gravea knows that. He was with me 
in the early days . I apent half m¥ time on it. I am 
not going to do that again, but I am going to aee thia 
tning through, 

I am starting with Mr. Sullivan, and from there down, 
I told them I read this book and the battle ia the par­
off, The colonel is the fellow who ia held responaib e, 
not some captain down the line if he makes a mistake. 1 
look,in the f i rst instance, to Sullivan. 

Now, Mr. Coffelt, would you give me and these other 
gentlemen a summary of what happened that day at that 
hearing? 

2 
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bffi. COFFELT: Yes , air. 

The hearing was opened by Chairm~ Van Nuys reading 
a prepared statement ae to the scope of the investigation 
and the intentions of the Committee to make, aa be put it, 

"a full and complete study regardl ess of where the chipa 
might fall ," and ao forth. I have a copy of that here 
if anyone is interested . 

3 

Then Ur. Berkshire was called as the first witneaa •• 
a.nd presented in the first instance a summary of the 
enforcement o~anization si nce l i quor traffic was insti­
tuted, continuuag on up t o t he present time through the 
var i ous reorganizations ~d assignments of responsibi l ity, 
t o the Alcohol Tax Unit as it exi sts today. 

Most of the session was devoted to a presentation of 
stati stical exhibits which Mr. ~erkeoire had brought up. 
He was interrupted frequently by questions from the 
Senators on various phases of it. They ultimately de-
termined upon some orderly procedure, the statistics 
covering such matters ae a list of registered distillers, 
the amount of spirits in storage, withdrawals, and so 
forth. 

Among the questions that were interjected was one 
regarding the purported buying up by big distillers of 
wineries, villl:fards and stocks in California, and the 
purohaae of stocks of various companies. 

Ur. Berkshire t hen outlined, in connection witn the 
l i st of bonded warehouses, the responsibility that the 
Alcohol Tax Unit maintains in policing, ao to apeak, the 
bonded warehouses; the fact that the storekeeper gaugera 
are 'the only officers hning the keys to the property, 
not even, the proprietor entering except in the pnaence 
of these officers . The fact was brought out that private 
guards are maintained. They do not nave access to the 
building. 

Yr. Berkshire, I belieYe, pointed out that there 
had been no loss of consequence recently t hrough theft or 
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the entering of the warehouses, or diversi on of that sort. 

Discussion then t urned to the shrinkage and the ways 
in which measurements were taken of spirits withdrawn 
from storage, and the degree of shrinkages of di fferent 
ages; and the responsibility of the wholesalers for keep­
ing records of receipts and sales - monthly reports - the 
number of retailers in the field; and t hen the matter 
turned to the proposal to tax liquor at the end of four 
years instead of permitting it to remain in bond for as 
much as eight years. 

It was brought out by Mr. Berkshire that there were 
one hundred and seventeen million proof gallons of four­
to-eight-year· spirits in warehouses after allowing for an 
estimated twenty- five percent shrinkage since it was 
placed in bond, out of a total of four hundred million 
upon-entry gauge, or about threebundr ed and fifteen million 
actual gallons. 

And at that point this four-page advertisement that 
t he Distilled Spirits Institute is running in the papers 
came in for some discussion; it being the point of the 
Committee, apparently, that this was misleading, and that 
it did not take into ~ccount the usual practice of adding 
distilled water to bring proof liquor down to eighty-four, 
or whatever proof is marketed, thA.t;. it failed to t ake 
into account imports, or the amo~of neutral grain 
spirits that were available for blending pu~oses. So 
actually the ~ommittee seemed desi~ng to po1nt out the 
amount of available supplr as very much greater than 
this advertisement woul d ndicate . 

There was some inference, but no detailed question­
ing, as to the responsibility of the Bureau in determining 
the truth or factuality of advertising. I believe that 
Mr. Berkshire said that this particular advertisement 
was being analyzed by the Bureau, 

The question came up as to t he amount of liquor 
in the banda of retail and wholesale establishments, in 

4 

Regraded Unclassified



- 6 -

which Kr. Berkshire was able to cite the floor tax recorda 
aa of October 1, 1941, and November 1, 1942; the totals 
being approxima telf fort1- six million in the first 
instance and fort,r- eight million gallons in the latter 
case . And Mr. Berkshire said that probablf not as much is 
in the banda of dealers today, in his judgment ; probablf 
considerablf less than forty million gallons. And he was 
asked i£ consumers were hoarding v:hisky as one explanation 
for that lower t otal. 

Questioning then turned to the black market and the 
source of supply, and partioularlf the problem of the 
monopol7 States, where it seemed the consensus that more 
difficulty in obtaining supplies bad developed than in the 
case of States whell!private industry made the diatribu­
tionJ also as to possible connections between rectifiers, 
bottlers, and distributors. There was some reference to 
the T.N. E. C. report of, I believe, 1~37, in which it was 
stated that a Seagram. official stated that his companf 
had extended thirty million dollars in credit to whole­
salers and retailers, some of the Committee members 
apparently t rying to read into that an evidence of mono­
poly activities . . 

Mr . Berkshire stated that he interpreted that, so 
far as he knew, to mean it was an extension of credit 
rather than exercise or control. 

Mr. Berkshire presented charta and exhibits sho~ing 
the proportions of the trade conducted bf the four 
largest distillers, and that particular phase was one the 
Committee was most interested in, apparentl7; the National 
Distillers Product Corporation with twenty- fi ve subsidiaries, 
thirteen registered distillers, three fruit distillers, 
and so forth - Schenley, Seagram, Hiram Walker, and the 
number of subsidiaries and establishment s that they were 
operating. 

There was a discuuion ot the bottling ai tuation. 
Mr . Berkshir e pointed out that the so- called self- imposed 
rationing was instituted bf the indust~ before the 

5 
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War Production Board cut down on the number of botllea 
available, and i t was also brought out t hat a shift to 
quart containers would be a substantial help in meeting 
this problem, as against the tendency of the industry 
to bottle in pints and half-pints, some of t he Commit tee 
pointing out that they obtained more money fo r these 
packages . 

6 

It was stated that the four major companies produced 
about fo r ty- four percent of the production of the industrn •• 
t heir withdrawals over a period wel•e sixty mil lion gil.lona 
against f i fty- t hree million for all other factors in the 
industry; their stocks on Se~tember 30 were about two 
hundred and forty-seven mill 1on gallons against one hun-
dred and f ifty- eight million for all others, or sixty-
one percent against thirty-nine percent. 

Mr . Berkshire was asked whether there was any reason 
t hat the tax could not be collec~ed when t he liquor was 
placed in the bonded warehouse, rather than when it was 
wi. thdrawn. 

He pointed out that there is no other product t axed 
as highly as spirits, that it 1\0uld mean a tremendous 
f inancing operation to oay this tax in advance. ~e said 
he doubted that the industry could borrow enough money to 
pay the tax on spirits that woul d not be marketed before 
.five years. The investment would be enormous. 

Be pointed out also that the warehousi ng of whisky 
in barrels is part of the production process, and only 
by mellowing in charred-oak• barrels do you get true 
whisky. 

Mr. Berkshire was asked if there was a black market 
condition existing in both retail and wholesale of the 
departments of the industry, and he stated there was evi­
dence to that effect . 

He was asked if wholesalers were marketing through 
regular channels or was the liquor going .in other direct ions. 
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Mr. Berkshire said the problem that had developed 
was that of by-passing of regular outlets. 

The Se.natora mentioned the decisio 1 of several of the 
monopoly States to permit dealers to go outside the State 
and buy liquor from sources they might fi.nd, rather than 
depending upon the States to supply it; the States being 
unable to get it, apparently. And the practice of certain 
p~<rties act i ng as. agents or brokers .,.-as di sc1ssed, The 
procedure being, apparently, for one of these men t o go 
to a dealer and say, "I know where you can get some 
liquor, • and proceeding t o do so. 'l'nere loSS some ques­
tioning as to WLether these men would be required to 
have a license -or not . I t seemed to be aometning of a 
moot point , ninging upon whether they were merely agents 
or brokers, or actually dealing in the spirits . 

The impression r.as left that every gallon of liquor 
t hat was r eaching the consumer i n tna t fashion was at 
least suspected of being in the black market. The records 
that,wholesalers are maintaining in all cases show sales 
of ceiling price or below, wuic.D. leaves the problem that 
of finding out how much money changed nande on the side, 
and bow it was trans ferred. 

Kr. Berkshir e stat ed that none of the products for 
war purposes was being diverted i nto the listed market; 
that practically all of i t was denatured and not for con­
sumer s . 

There was some point made as to whether Lend Lease 
supplies of alcohol were 1 0 rendered un t'i t . The point 
was not stressed. Apparently some of the Committee mem­
bers were hinting at the idea th~<t some of i t mgbt come 
back in. 

The questi oning then turned to the ef fect ot this 
~ro~osal to tax liquor at the end of four years. It ~as 
1nd1cated that over a billion dollars o£ taxes ~ould be 
made available to the Government much earlier if this 
were done. 

7 
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The amount of liquor, I believe, is placed at one 
hundred and seventeen million proof ~allons after allowing 
fOr Shrin.Jcage j that iS 1 liquor Of mOrt than four rearS 
age. ind if the nine dollars a gallon tax rate snould be 
approved, t hat would give a figure somewhat in excess of 
a billion dolla.rs. 

Mr. Berkshire pointed out t he Government would get 
thi s money eventually, anyway, except for the loss in 
shrinkage. He asked if liquor in bond was subject to the 
personal property tax, and he stated that it was so taxed 
in all States , so far as he knew. 

Then there was questioning as t o ~at had been done 
to combat monopoly practices; questioning turning parti­
cularly to requirements of .Ucohol Tax Unit for listing 
of officers and directors of the firma . J.pparently the 
Committee was dealing on the prohibiti on, as I gathered, 
in the regulation wi th regard to interlocking directorates . 
Senator Ferguson oi Michigan, I believe it was, was parti­
cularly keen in press ing this poi'nt. .tie attempted to 
develop t he reasoning that the ownarsnip of subsidiary 
companies by a parent f irm waa a violation of the prohibi­
t i on against interlocking directorates. 

Kr. Berkshire indicated that the Alcohol Tax Uni t did 
not see anything in the l aw that prevented a company from 
acquiring another, or from o~ing stock in another company. 

Then there was some discussion of the work that the 
J.lcohol Ta.x Unit i8 doing now, particular 1~ in the line 
of enforcing fair trade practices, dsvelo~1ng corollary 
violationa of hour laws, such as the falalfioation of 
records, or the failure to keep recorda. And the hearing, 
I believe, ended on that note, with Kr. Berkshire re­
affirming the diacuaai on of the work t hat is cmtained 
in the press release that we issued in our office, based 
on the monthly report of t he J:lureau, on ita activities . 

. The Co~ittee asked Mr. Berkshire for some particular 
i nstances, n~ea, cases, and so forth, that were being 
investigated • .tie felt that it would jeopardise our chances 
ot aakiiig auooeaaful prosecution, since many of the" caaea 
were in the hands of t he Justice Department, or were being 

8 
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prepared, but he did agree to giYt that data to an 
ExecutiYe Session of the Committee. I belieYe that 
coYera the session. 

H .~.JR: Just one minute . Joe , you take that and 
point out the thing; just tell me what you thought. 
{Handa record of Senate hearing t o Kr. O' Connell) 

!Alt. 0 ' CONNI:J.L: You mean going through the llhole thing? 

H.M.JR: Aren' t there just a couple of things? 

~ O'CONNeLL : One of the things I thought most 
interesting ia either a misunderstanding of the law, or 
weakness in the exiating law, with respect to the dia­
cussion on inter locking directorates . 

Mr. Berkshire was asked whether they considered that 
the prohibition on interlocking directorates had any appli­
cation to the aubsidiaries of the major companies; that, of 
course, bein~ poss ibly more t han hal? of the entire indue­
try. He ind1cated that they consiQered that the law was not 
applicable to an interlocking of directors between tbe parent 
and aubaidiary ccmpaniea, and a quick examination of the law 
would indicate that that ia correct in part. It isn 't cor­
rect, entirely. The law provides that there shall not bt 

9 

any interlocking directorates except wi th the apvro•&l of 
the Secretary of the Treasury, exce~t in connect1on wi th thoae 
that were in exiatence at the time the law waa passed in 
1935, or with respect to corporations which were created be­
cause the State law required a subsi diary corporation to bt 
created in that State. The sense that I ~ot from reading 
this test~mony is that the Alcohol Tax Un1t conceiYes it to 
be their responsibility only to get information with respect 
to the existence of interlocking directorates. They get 
reporta, aa I underatand it, showing who the directora and 
maJor stockholder• and officers are of each company. And 
the teatimonl ns that t hey had nenr done anything about 
that. How, t may be that no interlocking exists except in 
connection with affiliatea, but certainly the law impoaea 
some obligation on the Tax Unit to police the situation; to 
aee to it that for the purpoae o! prennti.ng monopoly, and 
preYenting too much concentration of control, that inter­
locking directorate• between presumably competing companie1 
do not exist. Now, maybe ~. Berkshire could tell me what 
they, in fact, do, 
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H.M.JR: I don ' t want to take too much time on 
that now. I want you to go into it with him, but I 
would like to suggest this--you haven ' t any recommenda­
tions? 

.MR. SULLIVAN: Yes, sir. You asked for it didn ' t 
you? (Handa m1111orandum i'rom Mr. Sullinn and kr. Bane~ 
dated December 14, 1943 to the Secretary, copy attached.) 

H.~ . JR: Yes, but I don't always get whet I ask for. 
Thla ia from SUllivan and Hannagan: "We recCIIIIIlend that 
the current conditions in the l i quor business througbout 
the country can be improved by a three-fold prograa: 

"Intensification of the present drive against people 
in the liquor business who are oper&tlng in black market. , 

"A reduction of the period for which liquor can be 
held tax free in bonded warehouses from eight yeara to five 
years, This would re~uire the use of quart size bottles 
throughout the trade, 

We have the authority to say the kind of bottles? 

WR. SULLIVAN: Yea, 

10 

H.W. JR: "The reYiew of the authority and superTieion 
the Alcohol Tax Unit now baa over wholesalers and retailers 
with a Tiew to extending this authority wher ever it is deened 
adTiaa ble. 

"It ia possible that the three aboTe recommendation• 
will not be adequate to oorrect the present situation and 
we turther recommend that a study be made to determine the 
feaeibility of extending consumers ' rationing to include 
alcoholic beTerages other than beer and wine. • 

What I would like to euggeat ia this: It you go into 
thie thing much turther with the people--

WR. SULLIVAN : Thie 1e merely a beginning. 
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H.K.JR: And I would inYite OYer somebody froa Cheat er 
Bowles' office, see, and somebody froa Donald Relaon' a 
office with tns idea that ma1b• you could limit them t o 
a quart to a familT or something, a quart a week, or a 
quart a month. I don 't know how much there is to go around, 
but you would haYe to haYe a ticket to buy it. I mean, 
you get so much according to rationing. 

KR. HJNNEGAN: They do that now in vari ous States. 

KR. SULLIVAN : It woul d han to be uniform for the 
entire countey. 

H~.JR: I mean, do it the way they do beef steak. 
There ia no reason whf 10u can't. 

KR. O'CONNELL: It is onlf done now in Statea where 
they haYe a monopoly. 

H.M . ~: But OPA could do it tomorrow if they want to. 

KR. O' COONELL: They hann't dons it with anything 
like liquor. It would be similar to sugar, coffee, and 
other things. 

H.I.! .JR: I 1.111 railing the point I think they ought 
to sit in on it. You ougnt also to haYe somebody from 
Nelaon'a office . 

AIR. SULLIVAN: On the bottle aitua tion? 

H.M. JR: I waan't thin.king of the bottle situation, 
but I waa thinking of the situation as to the possibilities 
of distilling the potable alcohol. 

KR. SULLIVAN: There ia a further question. 

H.M. JR: Just one second. Then when you people get 
to the point where you thin.k you han a real progru, 
then I would like to get in it in the not too distant 
future . Then I would like to do it a lit tle differently 
or t he way I did it originally on thi a whole thing. 
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Then I would like to hu.e personally • repreaentati n of 
the Alcohol Institute and sit down and say to than, "Now, 
here is a program, and what i e the matter with it? 

Well I don ' t want any leaks on t his thing, and I am 
going to Invite the in . I will eay, "Now, here is the 
program. I am going to suggest to {ou--there is a roam 
acrose the way, and you go in there --the representatives 
of the Treasury, OPA, and War Production-- •and let' s 

12 

see if we can't sweat sOMething out that you can agree on, 
al ways keeping it in mind that wha t we are trying to do i a 
to preserTe the industry in the sense that we want alcohol 
distributed so people can have it in modera tion . If you 
have sOMe kind of a program I would like to see it first. • 
Then if I go along w1th it or make suggestions, we will call 
in the industrr and consult with thaa. 

MR. SULLIVAN: We bad spoken about that. 

H.Y. JR: They may have sOMe very good suggestions , 
When I eat doWD with t he industry in the fir st instance, 
I got along with than excellently, and the{ did a lot of 
work for us. With their help and cooperat on we finally 
put the bootlegger out of busineea. You were in on that, 
weren't you? 

KR. GRAVES: Yea, sir. 

KR. SULLIVAN: There is orie other major possibility of 
affording reli e.f in the present situation, Wr. Secretary, 
and that is the possibility that part of the production 
of the dlatiller s which is now going exclusively to 
industrial alcohol could be diverted to manufactured 
spirits. 

H.K.JR: That is what I want to find out. 

MR. SULLIVAN: I underatand the¥ are now doing that 
to same extent in Canada, although I don' t know how much. 

H.K. Jk: Let's go into it. I don't want Joe to sit 
in on all of this because he baa too much t o do; but when 
you can't, you have somebody represent fOU . On all these 
meetings I want Joe or hia reprteentathe. 

I 

Regraded Unclassified



- 13 -

MR. O'CONNELL: In Canada, as I understand it, they 
permit the distillers to make potable alcohol four or 
five days a month and then make industrial alcohol the 
rest, That, ·I think, hasn't been thought throuidl for this 
country. I know there is more production of inGustrial 
alcohol than we now need for war purposes. 

B.M.JR: I am willing to make a bet that if Sullivan 
will get busy and get in on this thing I am confident there 
is a solution. If we pull everybody fn on the Federal aide 
and then let' s get a program; and when we have it, let the 
industry shoot at it, say, "This is good, " or, •This is 
bad, why don ' t you do this?" and ao forth . 

MR. IUJINEGAN: Let's call the industry after, not 
before. 

H.M. JR: !fter you have a program and after papa 
approves it or makes one or two suggestions. 

MR. SULLIVAN: !nd the industry may be able to impron 
that. 

H.M.JR: Then have the industry in . I don't want the 
industry to know we are doing thia . They wl!l, because 
they moat likely have their men around. 

KR. aL~KGAN: J!ter the meeting we bed here before, 
we went back to the &lreau and Atr . Berkshire did inaugurate 
a vigorous program of enforcement. Would you like to bur 
about that? 

MR. SULLIVAN: I think if you can spare a few minutes, 
Kr. Secretary, it would be very helpful. 

YR. BERKSHIRE: Immediately after the other meeting we 
went back to the office and our force got to work on plan­
ning a program; they got out a nine-page letter, giving 
the field more or leas the details and directing than as to 
what cases and violationa they should look for. We got 
that all out within two or three daye, aa soon as 1t was 
possible to get it into the field . We had, however, been 
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working in Baltimore and Waahin~ton prior to that on a 
program, a survey which would g1va us the information 
that leads to investigation and makes cues in the black 
market. 

Soon after the m.ailing of this leiter I peraonall7 
went to three or four of the diatricta where we thought it 
waa aoat likalf we would find black market violations, 
and there I conferred with our enforcement men. We pulled 
men off of the other work and assigned them in Chicago, 
Detroit and those larger places to ,investigate this black 
market. They bad leads alreadf; they had received informa­
tion in the ooursa of their usual inspections that led 
to suspicion. ind then the investigation that followed 
developed definital7 that there were faleificatione in 
our recorda, Tiolatlons of the Intel'!lal Rnenue laws 
tied up with black market violatione, which would consti­
tute cases of sufficient gravit,. District attorneys 
will cooperate and take them to the grand .Juries. 

Now, those things have taken flace since we were 
hera before, Wr. Secretary. I don t know of anything that 
could haTe been dona that would have furthered the program, 
furthered the wish, llr. Secretary, in getting at the 
bottom of the black market situation, and in doing our 
part toward uklng 10111e criminal ca11a. That is all that 
we could do, make 101111 criminal caaee and andanor to 
throw fear into these violators. 

H.M.JR: Do you aaka a report for me? 

liR. BERKSHIRE: I have made two or three reports. 

liR. SULLIVAN: I ha't'a two reports of progress from 
Stewart. 

you. 

H.li. JR: I didn't gat thea, did It 

liR. SULLIVAN: I haTe apokan to you about it. 

H.li. JR: I didn't gat the reports, did I? 

lffi. SUU.IVAN: No. I will be glad to send them to 

14 

.. 

Regraded Unclassified



- 15 -

H.M.JR: I don ' t know Stewart ; I have my fingere 
crossed, I have to be eold on this thing, see, juet how 
good a job ie being done. 

MR. HANNEGAN : (To Berkshire) You further instructed 
the men that even if they found a violation of the OP! 
regulations t hey were to go in, in thoee cases, aleo. 

MR. BERKSHIRE: Yes, eir , 

MR. HANNEGAN: Have you had any reports a bout that 
whether there was violation of OPA rules or regulations 
where your men went in in those cases? 

~. BERKSHIRE: Vie had a cue in Chicago, It baa 
already received sane publicity, the case in Chi cago where 
the OPA sued this whol esaler for sixty- seven thousand 
dollare, triple damages for the amount tney received in the 
black market above the ceiling price, 

MR. HANNEGAN: As a reeult of your work? 

MR. BERKSHIRE: That was a result of our work. 

li .M. JR: Well, let's go forward . Do you want to 
write a summary of what you have done and send it t o me 
through c.hannela? I woul d like to get it , 

KR. SULLIVAN: I think the laet ,_. December 9, 
Stewart. 

li,Y,JR: Don ' t make it too long. Summarize what you 
have done eince you wtr• at that meeting here, I don't 
!mow how many months ago, 

MR. BERKSHIRE : Thie msno of the 9th in general t erme 
more or leee summarizes what we have done unless we get 
down to specific cues . We could do t hat, because we will 
make, Mr. Secretary, same cases in practically all Eastern 
dietrich. 

H.U. JR: Let ' e have it • 

• 
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KR. BERKSHIRE: !nd many of those cases are now being 
presented to grand juries, Now, I could go ahead and give 
you a great many details as to what is going on, 

H.M. JR: If Mr . Sullivan will give me that report, I 
will read it, 

MR. SULLIVAN: Yea, air, NovSBber 19 and December 1. 

H.M.JR: Yes, air, I want to atop now. 

But, John, you take this on and push it just as hard 
as you can, you and the Caumiaaloner and the rest of you, 
will you? 

MR. SULLIVAN: Yes, air. 

16 

H.V..JR: Then you ought to be able to make some headway 
this week. 

Now, let me draw ;your attention--after all, what the 
people want is alcohol. Take a look at Puerto Rico, the 
Virgin Islands, Jamaica, and Cuba, see, and find out what 
they have. They may have a bottle shortage down there, 

When we were in North Africa--that ia wine, but it i a 
still drinkable. I don ' t know how many thousands and 
thousands of gallons of wine there are, but no bottles. 
ind the ehipa are coming back empt;y. In other words, I 
would take a look around the world and see whether there 
are alcoholic beverages and wbJ' they aren't cami.ng into 
tbe country, It doesn't all have to be whisky, I mean, 
if people oan get rum, it ia good, and wine if it is good, 

.h I say you may find that Puerto Rico may have some; 
I don't know how much, but maybe they have no bottles . You 
have to look at the bottle situation . 

KR. SULLIVAN : One crowd has sewed up the alcohol 
production of Puerto Rico. 

B.W. JR: I alwara was against four-fifths of a bottle. 
I would love to cut 1t out once and for all and go to quarts. 
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llR. SUU.IVAN: And likewiu ban the British scotch 
that comes in here in quarts, too. 

KR. O' CONNELL: Let ' s take care of the rye and bourbon, 
The scotch baa bean coming in fifths for a long time, rut 
they certainly never put rye and bourbon in firtns until 
a year or a year and a llalr ago. 

H.M. JR: I wouldn't just look at tllia production ; I 
would look at Canada and tile West Indies and see wllat 
there is and waat the situation is. 1~ey may not have 
corke, for instance. I think pereonall1 even if rou get 
t ne production you have to go to ration1ng. I think you 
have to go to rationing for a while even i f we just release 
thia extre hundred million ~allone , or whatever it is; 
that isn ' t going to answer 1t. 

17 

KR. HANNEGAN: Then the OPA will say that it ie necessary 
with their manpower and the personnel they have to devote 
their time to foodstuffs and not to alcohol. 

H.lo!.JR: Well, we can get a good progr8lll; and if they 
won 't go along, then it is time to bring it to the attention 
of the senate and say, "If OPA will go along, this ia the 
way to do it. " 

llR. O' C<JiNELL: We may find that OPA is cc:aing around 
a little bit. I know sometime ago they were comoletel y 
unwilling to do anything about liquor prices or rationing 
because they had too many important tll.i.ngs to do. But we 
talked to tham last week on the price side, and they are 
coming tonrde us m aetting price ceilinga; maybe they will 
awing in our direction . 

H.M.JR: If f OU go to anybodf like Cheater Bowlee and 
eay, "Do you want prdibition, or do you want to keep it 
eo fOU can have t emperate drinking?"--

MR. SUU.IVAN : I think I had better aee both Chester 
and Donald Nelson and tell them I 'ftan t their best men in 
these varioue linea, and men who will be given to under­
etand that there ia to be no leak in this thing. Because 
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if there ia a leak, there will be a terrific run on the 
l i quor stores, even worse than now. 

H.~.JR: It can ' t be any wor se than i t is now. 

MR. SULLIVAN: Oh, yea, there are still a few bottles 
of wine and rum left on the shelves now. 

H.M.JR: Did you see the cartoon in the New Yorker 
of the one bottle? It ns about half-past five . They 
said, "Let's drink it and go h<llle . " 

All right, gentlemen. 
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I!.EI. 011ANDUII 

TO: The Secretary 

FP.O! 1 Commissioner Hnnnegan 
t r . Sullivan 

December 14, 1943. 

We recommend ~At the current conditions in the liquor 
business throughout the country can be il=proved by a three-fold 
prop-am: 

1. 
people in the 
earkets . 

Intensification of the present drive against 
liquor busiOeoa 'llbo are operating in black 

2 . A reduction of the period for 'lltlich liquor can 
be hsld tax free in bonded warehouses t r cm ei £)\t years to five 
years . this would require the use of quart size bottles 
throughout the trade. 

J , A review oi' the authority and supervision the 
Alcohol Tax Unit now hns over 'llbolsaalere and retai lers with a 
vi"" to sxtending this authority wbsrever it is deemed 
advisable. 

It is possible t,hat the three above rocorr:.•metiona will 
not be a<\f'qllate to corrPet tb~ prenc"t PituAt i on and"" fUrther 
rec.,.....nd that a study he rJI!IIP to det•minl'l th!t fparibility o~ e.~­
trnrtinr eonat.,..rR' rationinr to ~ncludc deol,olie b<!verar..S other 
tl>en be.,,. and ·•·i;le. 
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H!!Jr: 

o,~ra tor : 

Hl·:Jr: 

0'.lerstor : 

Robert 
PD t t er son : 

=:t!Jr: 

:n·:Jr: 

r: 

H:.Jr: 

P: 

H!(Jr : 

? : 

:.r. Jr : 

P: 

Hl·!Jr: 

!' : 

H!·!Jr: 

P: 

H. Jr: 

Hello. 

Judge Patter son . 

Hello . 

Go a head. 

Hello . Hello, Henry. 

How are you? 

Thi s is Bob. 

Th is is Henry. 

December 14, 1943 
2: }4 p . m. 

Henry, Eddi e Gr eonbaum told me abou t hls talk 
l'i th you on t hi s nrice- ndJus t ment bu~lness . 

Yeah. 

\:e:t l , · e' r e Jus t Pho t ful l of hol es in the 
Senate Pinance Committee . 

Thn t ' e r ight. 

The - they're v ery hoetll ~ to the law .... 

. . . . th~ maj orl t Y vould lli: e to re?eal it . ... 

Yeah . 

. . . . they don 't dare do that, eo they' r e ~ticking 
as : any knives i nt o it a! th~y can, a nd let lt 
s uffer. Ah - I .. .. 

I - go ahead. 

I go t e. good r eception · •hen I went do wn before 
them last "eek. 

Y~ah . 

They didn ' t se~m critical at all 

1-:o . 
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...• but , of course, they Just let me talk 
and then did as they ol eaeed, and ae they were 
minded to do before I talked. 

Yeah. 

Ah - the - I understand that the vote there on 
th~ee various measures 1488 a r ound tl t o 5 s t eadily . 

Yeah . 

llo t 8lwaye the eame people, but- ah - tha t ' s 
tho ::ay it goes. I - I hod in 11ind S?eaking to 
Ji~mi~ Byrnes about it, or - ~nd let hi m c8ll a 
::leeting 

Y~ah . 

. ... of all interested, 
Fe~ what ··ce ehould do . 
like to figh t it on the 
fight it on the Floor. 

Yeah . 

lf JOU 
I - I, 
Floor, 

like , end - e.h -
~ersonally, would 
or see - see Porneone 

There a r e ol enty of peopl e who would Jus t as soon 
do lt . The most- the mos t telling thing t o me -
: •ve heard ~uite a number of these cases oer Ronally 

Yeah . 

. . . . ·1hen the contractors r~>fuee to make a volun 
egreen:Pn t. 

Yeah. 

The mos t telling t~ing to me is the C!Ecuseion 
of ~articular eases chewing how large the profits 
are tha t these contractors ere making. 

Yeah. 

Even after taxes - ah - and the need of recovery 
of eome of that money . 

Yeah. 

, .. 

Now as you :< now , we 've recovered a round ~5 , 300 ,000 , 000 . 

Yeah. I r ead your statem~nt . 
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And - and of that a billion and a half ~ould not 
have come in on excess orofits. 

Yeah. 

22 

Of course they take the at titude that they won't 
e t ep u~ the taxes , and they don ' t want the recovery 
of money on or loe adjustment. 

No . 

Sooe of these a~endments thet thPy ' ve out in there 
now ".-/ill cut sever ely into :::on1ee ··e've alreacy 
recovered , and ello·• the:n to t;e t it back. 

Yeah. 

Yo, t~:~ a machine-tool outfit like ~:arner l. Swa~ey 
•·e '·1e e,.tracted ~">6 , 0::>0 , 000 from thee - left them 
··1th ?lE>nty - we'd have to oay tha t baci: 1f we ­
the thir.£ the ~Pm: te Finance Com-.1 ttee l'.Es stuci: 
in sticks, because thPY -nake the D'!" C.efin1 Uon 
of sub- contrac tc, '•lhlch >lould excl_ude a co:o:>Pny 
• 1k e that, retroactive. 

'.\ell, my point 1s .... 

And 1 t ' s ju st a genernl damn mess , nov· that's -

··el l , I agree with you , and - and one of two 
t hlnge i s ~oing to haooen . Either they're going 
to emasculate the thing entirPly, or they ' ll -
they'll kill 1t. An~- bu t th~ we] 1t ' s going 
now, ther e' ~S no team - ?lay on t!li s thln~; fi"O::J this 
~>nd of the Avt>nue . 

No . 

f;lci , I . ... 

I don 't know whether 1t would do any good to have 
1 t or not. (Laughs l 

\1ell , :r., ':le r sonally, think 1 t wo uld . 

• I t wouldn't do a ny harm. I 'll admit that. 

':ell , I mean - th• r e are dif f er •nt Senator e and 
:ongreesmen uo there who ar~ 1nt~re£ted , bu t 
each ~uet ;o up and do our b1 t , bu t I ge t the 
feeling we re ~ore or leer on our own. 
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Tha t 's true . 

And . .. . 

f'o r res tal tal ks to some , an~ I talk to some . ..• 

Yeah , a nd 

. . . . and you talk to some . 

Yesh, and I Just thout;ht that 1f ~1e ~·ere going to 
llck i t , we ' d better gPt busy , and we haven 't ~ro t 
~uch time 1 ef' t. 

Tho r eryort will ~robsbly ne ou t Thurs~ay , they 
think. 

I see . 

:io , n• won 't have much tl,~ lef t . I t'll -,robably 
come on th~ Floor or tho Senate next ~eek -- ~arly 
nex t week . 

Yeah . · :ell , lt ' e eomPthing .. of course , >~e .... 

Ie 1 t t he k ind or thing we ehould br ing up to 
Jimmie 3yr nes? 

I don 't think hP 1 8 been ln on it yet , as far as 
I know. I ' ll .... 

He has no~: . No, he has not. 

I don ' 1; know whethf'r 1 t would or o·hether 1 t 
woul dn ' t, bu t - ah . . . . 
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I think one of his Jobe, tbo ' , one of hie functions 
·,·hen he was creatf'<l, was to try to have r el a tione 
wi t h Congr ess, wasn ' t it? The Executive Deoart~ent? 

I really don ' t know. 

::ell , I don 't either . 

But - t he noin t l e - we 11ont to be helpful over 
her e , tha t~ s the thing . 

Yeah. 

I rnean, •·e 're no t - 1 t len ' t the revenue \<e're so 
~uch inter ested i n oe it lE Just tbo 0uee tion of -
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of not l etting these oeople ~e blood money 
during the war. 

Of course, they havP converted the s tatute. 

Yeah. 

Really the theory and ~rinciple of it or i ginally 
>~as a r e- nrlclng • ·her e nrioes and pr ofl te wer e 
too hi gh. And eeoh deoartment controll ed its 
own o rlces by renegotiation. 

Yeah. 

They ha vo convPrted it now over t o ~i~d of a 
tax by - ·.:ell , they - tha t eee:ne to be the 
£Uid1ng thing , whloh wee not the orlgir.al ourooee 
en( never waF rsy >u r ooee, a t all. ·:e always -
I always re2er ded lt as a me thod of getting eound 
orlces . 

;.ell , why Cion ' t you talk to Jimmie and Eee lf he 
shows any interest? 

I •:11ll . 

Sut, I think 

If he doesn't, I t hink 1·e ou(.ht to have a meeting 
of the five peool e ~rreoted - the five agencies . 

<hat' s right, end if he doesn ' t, I ' d be v•ry glad 
to have t he meetinG in - ir. my rooa, because l ' m 
very much interested. 

I'll - I'll cell Ji~aie Byrnes. 

I .:oul en' t tell h i Ill the t at all. 

No , I >:on 1 t. I 'll sound him out, 'tho '. 

Yeah , and- I' m Just telling you thie oer sonally , 
if he doesn ' t want to do l t,and you ·.rant to mee t 
over here or at the <tar Depar t ment, I don't car e. 

\~ell, I t hink - I think we OU!iht to mee t at your 
pl ace, if he doesn ' t want 1 t -- there in the 
'1/hl t e House . 

But don't ~ut it t o him on that basis. 
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I will not. I'll Jus t se~ if he wants- if 
he's interes ted , or he thinks we ought to .... 

There are ~eoole l i ke Truman and other 0eople 
tha t I t hink we might get inter ested , you know. 

Yeah. 

And . .. . 

'tlell, I know quite a few •·ho or e interested now , 
too. 

Yeah. 

Of course, old !·lcKellar wlll - he r ega r ds himself 
as the father of this Ac t 

y eab ' >o·ell ' if he • . . . . 

.... end the chamni on or lt, ~nd he 'll 

~ell , l et's Just 

. . .. take up the ouds ele . 

If >Ie said, "Now .. . " - each oer son sai d , "Well , 
I know this nereon and that nereon" and then sort 
of a l locate to each one of us to ge t after so- a nd- so 
you see? 

Yeah. 

•• 

This week, I think we could do a Job. !low, last 
week they told ze tha t I had a unaz icous vo te 
against me on thle money to sub£idlze the newe?e~ere. 

Yeah. 

I d i dn 1 t have a vote ln the 'ilay£ an<l. l·leans. •::ell, 
we went to work and we licked it. 

Yeah. 

And each oerson her s took somebody and we went 
after them. 

'tlell, I agr~e . Tha t' e the way to do it. 

'tlhe. t? 
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That ' s the way t o do 1 t. 

I> ell , 1f - 1f you ;;1ve me a call back , I' m 
available. 

Ri ght, Henry . 

Thank you. 

Good- bye. 
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December JJ., 1943 . 

TOt The Secretary 

FR:!.!t Mr. ~llivan 

])rmed.1atel y after Ule meeting in your office this afternoon, 
Commissioner Harnegan, Cessrs . o •connell, Thompson, Smi~~ , Graves, 
lrey, Berkshire, and 1 met in ey office to map out Ule development 
or a proe ran to combat Ule black market in Ule liquor business . 
FOr p~.rposes of exp<!diting a fol'l!lllla t ion of Ule progr= Ule work 
has been divided up as follows: 

l. Intensification of the present drive . 

(a) 

(b) 

(c) 

(d) 

(e ) 

~'Umher of l.ndicto:ents alreacl,y secured. and 
llUIIbar a..aiting grand jury action . (Berkshire) 

Number of ~holeselere to be cited for 
suspension und time schedule . (Berkshire) 

Exami nation of wholaoalers Who have been 
defendants in OPA suits and determination 
as to ...nl.ch ones should be c1 ted. (Berkshire) 

A meeting of District auporvieors t o be held 
in washington imed1ate1y. (Berkshi.re) 

Att«npt to procure fro: CPA i=ed1atel;y 
all records of violation of OPA laws and 
regulations by people enaased in the liquor 
bolsiness. (~van and Graves) 

2 . Reduction in the period for which liquor can be held tax 
tree in bonded nrehousee and Ule u•e of quart size 
bottles Ulroughout the trade . (Berkshire) 

(a) Legal opinion as to mat legislation may be 
needed. to enforce adoption of quarts and 
preparation of the neceaeary legislation . 
(Berkshire) 

3. A review of the auUlority and supervision the Alcohol Tax 
Unit now bas over wholesalers and retailers with a view of extending 
ou r present contrdl. (0 1Connell ) 

I 
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4. I1PB (Sullivan and Graves) 

(a) Bottles 

(b ) Possible utilization of i ndue t rial alcohol 
not yet denatured. 

(c) PO! sibility of permitting some manufacturers 
of industrial alcohol to oake some potable 
alcohol. 

s. OPA (Su1llvan and Graves) 

(a) ConSUlllers 1 rationing. 

(b) Establishcent of liaison procedure 'llith OPA so 
that the Alcohol Tax Unit will be i=ediately 
notified whene•er OPA gets eYidence of anyone 
in tne liquor business Yiolating t he la....-. 

• 6 . PO: sibility of stimulating foreign production and 
increased importati on. (Berkshire) 

J:r . Orovet and J.:r, Sullivan aaw Dorold l'eJson this afternoon. 
1\ ocr.:or :mdw:t i ll l:ning prepared f or : ou on tl•e r osults of this 
conference . 
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Dece~ber 14, 1943. 

TO: The sec retar y 

FROl' : ~lr . Sullivan 

This afternoon, in coo~ny with ~rold Graves, I visited 
Donald helson. I told hio that we were oisturbod about the liquor 
situation but that ~• were anxioua to keep strictly confidential 
!or tbo t!.Jile being our concern and our ef!orts to alleviate the 
proble:o. 

I asked hill 11' be would :n~e soo:• one in l1'PB available to 
diseuse rl th us three phases o! our problem in which be could b. 
helptul and 11' he would instruct the WPB people 'ld>o were to work 
)fith uo the entire project was to be kept in compl~te secrecy. 

I discussed with ur. Nelson tho possibility of vAking 
avnileble for the liquor industry a sufficient nuriber of bottles 
to take care of the liquor that would be forced from the .... re­
houses 11' the ta.x free period were reduced from eight to five 
years . l lr . Nelson stated that he believed there 1>0uld be a 
sufficient quantity of bottles to take care of t his if the 
di~tillen all went on a quart basis rather thnn pints and hal! 
;>ints . I then asked him if the i\1'8 had the authority to force 
them to make this conver sion and he replied in the atfir ..,tive. 
!le hao appointed his assistant, lr . Iccke, to work on this 
probla with us . 

I then stated that the Treasury Depart..ent was very anxious 
that no industrial &lcohol or industri&l alcohol facility that was 
needed for the war effort should b. diverted. llevertheless , ..-e 
were na turall:f interested in learning 'll!lotber t."tere was aey present 
surplus of industrial alcohol that could be mode available for 
beverll&e purposes befor e den:~turing. He l'ilplied that there was 
no surplus . 

I then asked whether there was any present prospect of 
permit ti"G the industrial alcohol manufacturer s to make potable 
nlcohol !or a JJJnited period wi t hout jeopardizing military re­
quiremento . Ho replied there was no such present prospect but 
that he 11ao having a reexamination mado ot tutura requirements 
and ho t..'>ought that by the end of J,larch he would be in a posit ioo 
to tell 'll!lether i t 11ould b. possible later in the year to permit 
the dietill.ers to manufacture aomc potable alcohol • 
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CANADIAN U. :i. DOLLAR EXCHANGE 

Present: Mr . Bell 
JAr • 1ihi. te 
!.!r. Friedman 
Miss Kistler 

December 14, 1~43 
3:UO p.m. 

b .~.JR: !11 right . Go ahead. 

UL~. 1illiTE: Now, I think thet tnia memo is only 
tnree pages ( referring to memorandum to the Secretary 
entitled "The Canadian U.S. Dollar .:.xchange ProbJ.em" 
from Mr. ~bite, copy a t tached} . ! can give it to you 
orally, if you like, but I think·· 

K.M. JR: What makes you think 1 haven't read it? 

Mrt . ·nBITE: You didn ' t get this memo yet. 

H .~ . JR : I thought you meant t he one to Oscar Cox. 
You don ' t need to insult me ! (Laughter) I can read it 
taster t han you can t alk it. 

liave you seen this one? (heiet•t•ing to letter fumM~. 
Crowley, dated December 6, copy attached) 

~R. ~RITE : I haven't seen it . 

li.M.JR: Yes, you have seen it . I sent that in to 
you. liaven't you seen t hat? 

MR. \IIHITE: I don't think so . (To Friedman) Did 
v.e see this? 

t.IJ.t. FliiE.D!.UN : No, not f r om t,;rowley. have you seen 
it, Miss Kistler? 
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!.!ISS KISTLlili: No. 

~ .M.JR: She says no be fore she even geta it ! 
Team pla7. (Laughter) 

You all three better read it , and talk to me before 
~e have that luncheon tomorrov1. 

(Toe ~ecretary reads ~r. • bi te's memorandum. ) 

I! • . A.JR: ,.hat did we used to say Canada had in the 
way of dollar balances? 

UlSS i\I;>'fl..ER: Three hundred to three- fi fty . 

lffi. \\l!I'fE : They were satisfied with t hat. It us 
thei r own sugges t ion. 

li.M. JR: This says t llat our Army wants to retain 
control for reasons of l'restige . ~'hat is damn nonsense. 

J.!.J\. Wn!TE: That ia what we t hought. 

li. t . JR: what is Canex? 

.!lR. >ililTE: That is the mat eriaJ. 'llbich was sent to 
Canada on Lend Lease to make good for the material which 
was incorporated in the goods which Canada lend-leased 
Great Britain . The assumption was that ahe had to use 
more imported stuff of this kind. 

31 

H .~.JR: I nave got a sugge1tion, aee? If the1 are 
willing to take over tnis t hing from marginal mines, see -
and the1 want to - let them buy the aluminum contract of 
ua - let them assume tnat. 

Mit. WHITE : The uuminum that we get from tttem? 

H.M.JR: No, the cmtraot that we have with the 
aluminum compan;y of Canada, and the obligation, and 
everything. 
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MR. 't,!IITE: Don• t we get a good de&l of tbat aluminwnY 

rl . i .JR: Hut t hat isn' t the point . we are in the 
process of helping to build this water power , around sixty 
million dollars, and then all kinds of tricks and wheels 
wi thin wheelS about their paying ua off. 

As ! r emember t hey say, "Well, the pr ice of aluminum 
is fifteen cents; you pay us fifteen cents and we will pay 
you back five cents," and so forth. It is a mo3t cCI!Iplicated 
t hing . 

llu t supposing they say, "Tni s is a Cunadian company 
and we want to control t he Canadian co~pany; we ~ill 
take this t n ing off your hands and assume this obligation, " 
and so fo rth, and so forth. "'l.'e wi.LJ. buy t bi s contract 
of you. " 

Let ' s get out f r om under t hat one. 

MISS KI STLER: I wo nder if t he Canadian Government 
1~ould be any more desirous of taking over the contract 
than we 'IIOuld. 

H.!A, JR: They might, because t his whole new Labor 
party up t here--

~ISS-~STlER: But the wbole . contrac~ hss been.aubj ect 
to as muc~~lticisn by t he Canadl &n Parl1ament as 1t 
was to the Truman Committee here . 

H.M. JR: I know. 

MR. BbLL: How about the oil project? 

l.ilt. WH TE: Wel l , tbere are poeaibiiities. 

li . JA. Jl\ : Think t hat aluminum thi ng over. 

Mlt. BF.LL: Still got fort y million dollars to be 
spent. 

Regraded Unclassified



- 4 -

ll .~.JR : OD that one? 

MK. BUL: Yes. 

li. !h. JR: llut I mean, if they would sanehow or other 
take t hat off our hands and take the one up on t he river -
;.hat is the name of t aa t r i ver ? It runs north in Alaska. 

UR. FRIIID:.:Ali : Saskatchewan '1 

~ .~ . JR: No, the only river in the world t hat runs 
north . ~ackenzie . 

MR. BbLL: Tnat is tne oil project . 

H. :.!.JR: It is on the Mackenzie . A fine lot of 
geographers I have got! It is the only river in the world 
that runs. north. 

MISS KISTLER: The St. Lawrence runs north part of 
the W&'J· 

l!.M. JR: Not due north. 

:Alt. BB.. L: So does the Missouri run north, when i t 
comes do~ to Yellowstone Park. 

~SS ~ISTLER : It doesn't run north. fo r its entire 
coiU'ae. 
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1!.1\ . JR: \liell, ll1lY"fl1 • some of these contracts which 
are nry meuy and are wholly 'fli thin Canada - you uy t here 
are forty million? All right . 

l!J,, BELL: If they teke off t he sixty million dollars 
we spent - off our banda - it will help some . 

H •.. I. JR: That messy stuff is goi ng to be very hard. 
~ere is the Canadian Minister, or Ambassador from Canada 
to t he Uni ted ~tates - General Counsel for the aluminum 
company. Do you know t hat ? Am I right? 
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MISS KISTLER: That is correct, yes. 

H.M.JR: ind it is a very messy· piece ot business. 
If you could pick up a hundred to a hundred Hnd fifty 
million dollars that way--

J.!K, ' . .HlTE : Before we do that we have to exhaust the 
strai~ht-line contracts ~hich have been placed in order 
t o bu1ld up the dollar balances , becaus e those were 
placed at our request. 

H.M. JR: I t is all r ight . I don ' t think you would 
get &ny1!here . but supposing the plants we bought and 
are in the process of financing in Canada today, suppose 
they take those off our hands. 

MH. v~IT~: I think it i s a good suggestion to ex­
plore that . 

Ml:3S KISTLER: Yes . 

H.M. JR: Several hundred million do!lara . 
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MISS KISTLER: Yes. Well, that would fdl into 
wnat we had in mind, Yr. \Vhi te, of asking all the Agencies 
for information on their projects. 

~ WHITE: Tnis is the letter we sent to each. 
{Letters addressed to Secretaries of V.ar and Navy attacneo ) 

H.J . JR: Haven' t we built a lot of plants up there? 

Yl~S KISTLER: We have made capital advances . 

H.M.JR: I think you 11ill find a boating plant at 
Vancouver. 

MISS KISTLER: There were capital advances on a 
lot of plants. 

li,ll. JR: Y.hy shouldn • t Canada now, with all this 
money, own the plants in thei r own country? 

.. 
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MR. ~HITE: ! think tnat they probably would like to. 
The question T<Ould be a separate question as to whether 
tney ~ant to pay ~hat we paid for them. 

MR. b~LL: They might not want to pay ten million 
dollars for a ten-million-dollar investment. Maybe we 
paid too much . 

~R. wHITE: Isn't worth much after the war, or i t 
may be. You might be able to get your money back on the 
oil, if they can get what they want out of it. They 
might be glad to pay certainly something for the llluminwa. 

li . !.I.Jh: The t hing t oat shocked me, I met lolr. Uelano 
the other night at dinner - Frederic Delano . ne baa 
~ade two trips to Canada at the reques t of the President 
of Alaska. lie said again, "I just want to remind you, 

35 

llr. Presi dent, that the Canaaian Oovern.mant b.aa served 
notice on us that they will not maintain the road f rom 
the United States to Alaska when tbe war is over. " !nd 
he said that one spring fre eze and the road is gone. lie 
said it costs them ten to fifteen million dollars to 
maintain that highway. One spring, and the road is gone. 
"They hne served notice on us they will not maintain it . " 

1 mean so there are thinga like that . They are being 
very tough. One spring freez e - or rather, thaw - and the 
road ia gone. 

God, I aon •t know how much that thing cost . ~hat 
did it coat, a couple of hundred mil lion dollars? 

l.IR. ~JUTE: I don't think as much as that. Of course, 
a good deal of it is. Army expenditure. 

MR. BeLL: You never can t ell. It is hidden in the 
Army appropriation. 

H.M.JR: Some of the air fields ! have seen coat 
twenty-five million; this road could very easily cost two 
hundred million . 
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MI$S KISTU:R: The expendi turn were running much 
higher tnan they had anticipated. One hundred and twenty 
mi!!ion;m~y not be three hundred million . 

MK . 
million. 
know, it 

~HITE : I thought i t was one hundred and twenty 
I t must be two thousand mi les. ~ut as you 

is ext remely difficult . 

ii. :.l. JR: now much would that be a mile, in money? 

~ISS KISTLER: 1 hundred thousand collars a mile. 

Mh. &g LL: Tnir ty thousand do!!ars a mile is a 
great cost for a road, even over toe tou~hest terrain . 
Norma!ly t hey can build a road on a stratght- away 
1 t .u nk, for about ten or twelve thousand dollars. 

H. :A. JR: Some of these parkways coat forty t housand 
oo.Uars ten years ago - a couple or big bridges in there. 
A hundred t housand dolturs woul d be high. 

Mh. lli:ILL: I think a hundred thousand dollars would 
be vt ry high. I should think i t a waste of money i f i t 
cost that much. 

H. v. . JR: Incidentally, t he other thing he said 
interested me, that thi s f i rst relief project they put 
in there up at --

MR. Bt:LL: Alaska, in the valley. 

a.~ . JR: ~here t hey moved these people - t nat nalf of 
the people are still there and doing all right. 

MR wHITE: I read two diverse stories a couple of 
years ago. 

H . ~ .JR : He said they were doing a!l right and half 
were sti!l there. 

Jot.!. WHITE: The moaqui t oea were supposed to be as 
bi g as elephants. 

36 
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H.M. JR: He was quite excited. He was there in 
July and August and said there were no mosquitoes , I 
have been tnere and been bi t ten to death. 

37 

~ho does this go to? (heferrlng to letters prepared 
by l.{r , hhite for the Sect-etary' s aignt<ture, copies attached ) 

~. nHITE: One is going to ~timson, one to Secretary 
Knox, one to Jesse Jones , ano one to Admiral Land . They 
are slightly di fferent . 

!.USS KI1>'TLER: And one to Crowley . 

MR. BELL: How much do you want to reduce t nese 
balances, t'r.o hundred million? 

:ffi. WHiTE: \'tell , you see, they are increasing, too, 
so i t is a question of not only getting the~ down, but 
partly depends on- -

H .i~. JR : My feeling, lady and gentlemen, is that we 
nave got to be much more aggressive on till of t hese 
balances - Canada and U.K. I tnink we have to get much 
more aggressive. 

MR. \~il!Tt: : I ns going to come t o the U.K. t hing. 

H.M.JR: I nave to stop in five minutes. 
a 

11R. 1iliiTE: Well , they have got to come back at us 
and say that t neee projects are something, but they have 
got t o take t he next s t ep . Then i f there is nothi ng we 
can go ahead, 

(The Secretary si~na letter• pr epared by Mr. White ) 

ILi. .i!.ti TII: One thing witn reference to the matter 
tomorrow on the U .~ . Tney are gettin no word ~t all fo r 
a vari ety of reasons which they doubt t eas will te ll you 
about, and I don ' t think we are go1ng to get anywhere • 
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I am strongly in favor of going back to our original 
position; maneLy, of raising tn1 s q~estion purely on a 
point of view of balances, and say t o cut do~n the Lend 
Lease , and not attack it f rom the point of viev; of ltema 
ll l•ioh are politically feasible . 

!n other words, I would like this or some modifica­
tion of this. 

H .~ . JR: I will give you a chance to prepare for this 
one o'clock meeting at eleven-thirty tomorrow. 

l!h. 1.\'!:ITE: All right . 

rt . ~ .JR: Make it eleven o' clock, Harry. And at t ha t 
t i me you all can nave ready this thing. 

Do you have snything, Delli, on that tning? 

!.\It. 8t.LL: No, 

11 . L • • JR: Do you ag,•ee wi t• me or don ' t you toat 
we have t o get ~ little tougher v;i th U.K. and ~ngland ~d 
t:..nada? 

!lh . BEll: I don't know what llreot Britain balances 
are. 

lLR. '.lliiTE: 
v;ould deduct two 
like that . 

UR. BELL: 

It is a billion, seven, f rom ~ch they 
hunored ano fifty million, or som<t ning 

For v.hat? 

MR. Wr_ITE: They say t nat t here are d.ollars set 
aside against definite claims . 

Mn. Bl>LL: Dollar claims'? ::lix hundred million to a 
billion was the figure ••e fixed, and they are thr<> e times 
the min iluum. 

38 
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MR. ~HlTE: I think the story - the reason ~by I 
don't think Crowley' s outfit is getting anywhere is that 
they, tne british, know tnat toe State Department ia in 
s;ympath;y wi tb the111, and therefore they can dally and 
sh.ll. They are even now ll8ving difficulty with working 
out tne principle or the neverae Lend Lease on r.nich 
they got out tnis beautiful 'o\ni te Paper. Now tll8t tney 
nave the Paper out they are no longer interested in work­
ing out the details . 

ii,M.JR: Who? 

MR. WhiTE: The Hritish . They know that they have, 
very definitely, sympatnetic support in the State Depart­
men t . Knowing that, they can take a position wnich is 
somewhat di t ferent tnan v.ould be the case if we were all 
together on it. I think it is with lhem that we have got 
to be tough. 

The Can adians , I must say, snow quit e a different 
attitude. For example, pursuing the swne tactics tn~t 
you diii with lialifax, to this extent, I asked nim down 
nere and said, "Now, this is the situation . " Then I 
said, "\fnat do you euggest?" And he nad suggesti ons . 
~e is troubled, be says, and he i s trying. That is very 
different from Halifax. 

~ BELL: They have been frank and always t r ied to 
help, naven•t they? 

MR. \·,!liTE: 'l'hat is right . Of course, they nave 
always underestimated their future , but they h~ve to be 
conservat ive. 

H. !.!. JR: We may have to, but i f l am ~oin~ to 
write a letter to the President about the ~gl1sh, 
would like to tell Crowley about i t first . 

1Ut. .. hlTE : I tnink it has to be joint . 

have to 
I 

H.U.JR: liave you a better letter tban I saw last 
time? 
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t.m. I~ITE : 'liell , I will work i t over and see . I 
~ i!l try again . I t hought it was good . 

H.M.JR: I t hought it 'lias weak. 

MR. \oliiTE: We come out pretty s t rong saying, "Lt 
is the1•erore proposed to huve the Br itish pay for a 
l arger per centage of civilian goode obtained in . this 
country. " 

H .~ .JR: Well, I will take a l ook at it. 

The thing that surprised me, I was t alking to some­
body yesterday, the br itish, they were telling me that 
all supplies , wherever they are, that huve to ao with the 
construction of oil wells , oi1-wu1 transportation, oil 
refineries, they are buying and paying cash for t hem, now. 

MR. VoliiTE: They are buying and payi ng cash! They 
did get in on Lend Lease. 

J:! , .,1 , JR: They are paying cash for i t now. 

Mit. oiili TE: I didn't know that. 

MISS KISTLER: That has been very recent, ! tnink, 
as a result of the Truman Committee, or Naval ltfairs -
anyway, t he interest on the Hill - they reversed t heir 
policy. 

ll , l.l .JR: ~1ell, scare them a little bi t , 

MR. BELL: They don't have to be so free with their 
oil, ei ther, if t r.ey pay for thei r equipment . 

loUt . \\HITE: They s till don ' t have any inventori es. 

H.M.JR: They didn ' t bring that man over from £ngland 
that ! suggested. You might bring that up . The General 
1!otors man over t here on Lend Lease i n a unifom, that they 

say i s tops, who would go into the military necessity of 
some of these things. 

• . ... 
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I feel this way, I am disappointed. I thought I 
. could come back and tell thie stuff to Crowley and Cox 
and Currie, and somet hing had happened. 

nim. 

Crowley says, "I am with you; I will back you up. " 

Ilk. l::.LL: "I am with you" until somebody else meets 

UJI. i'i'li!TE: You can't y, t.olly blame him because they 
are going through the same ropes . 

H.J.: .J.h: Let • s make our oT.n recorda, then . 

MR. ',JUTE: I t hink v;e ought to do i t jointly; make 
our own if he doesn' t want to do it jointly. r ney must 
be sat isfied now. 11 they are not, we are, that they 
can ' t get anyr.here on t hose tactics . 

H.11. JR: I thought the record VIe were going to make 
is what we have been doing up until the time Crowley 
came into the picture , 

JAR. wHITE: I don ' t know. 
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h.U. JR: The record I read was what we nad been trying 
to do for the last s ix or eight months. 

lffi. whiTE: I don 't think, after your discussions with 
Crowley, that you want to not move with him unless he 
ooesn• t want to move, because he can say he justly tried 
the other ways wi th the Dr i tiah for three months and has 
gotten no11here. 

H.M.JR: We will go into it. 

MR. 'IJHTE: Do you want to just look at this letter? 
Doe s this last paragraph on ~outh Africa - let me get this 
embarrassing letter out. (Laughter) (hlr . ~lhite bands t~~ 
Secretary letter to llr. Crowley, dated December 14, 1J4~ . ) 
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H.M.JR: (~tending) "Dear Mr. · Crovtley: This r.ill 
acknowledge receipt of a copr. of your letter to Secre­
tary hull dated December 6, 1~43 in which you state tha t 
the Foreign Lconomio Administration feels strongly tnat the 
Union of South Africa should be placed on a cash basis 
to the fullest extent possible and that the Union Govern­
ment should be requested to reimburse this Government for 
lend- lease assistance already received. 

"On November lb, 1\143, I wrote to }{r. Dean Acheson 
advis ing him that the prouosal t o place all transactions 
bet wen the Onion of Soutn At rica and the United States 
on a cash bKsis was not only acceptable to the Treasury 
but was in line with the position we had taken all along. 

"So far as concerns reimbursement for lend-lease 
assistance already extended, it seems to us thut such a 
request might have unfavorable repercussions and might 
be intet•preted as establishing a precedent for future lend­
lease settlements lli th otner countries . Moreover, it 
might luy this Government open to criticism of an un­
pleasant sort. " 

!\ow, I don't like that last sentence. I don't r.ant 
to go mth you that far. 

MR. ~miTE: Tnere really isn't any danger of their 
suggesting that . 

H.M.JR: No, no, no. 

Mit. rtHITE: Of course, Ctlllada is doing something 
like that . 

li.LJR: No, I can ' t go along. 

!.!R, \'iHTE: Of their own accord? 
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H. l!.Jii; I don ' t nnt to even go that far. I am 
sorry, I want to be forthr ight about it. I can't 
agr~e with you. 

The point is t his, (;ro·wle~ wants JUe to join him 
in reconunending that ~o,uth Afnoa· not only go on a cash 
basis, but t hat they pay us back in cash fo r what M 
have lend- leased them. I say that is kind of welshing 
on our part . 

loiJ(, Bt:ll: Do t hey have too high balances? 

W . 'tdilTE; They have very high ba.lances. 
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Ml(. BEll: That i s another way of reducing b.Uancea -
Heverse Lend Lease operations . 

li . !J. JR; I don ' t like the idea of the Un i t ed States 
saying, "Now, South Afri ca, we will senci you the troops 
and tanks and guns" - then we say , "!:low about paying us 
back?" 

Mit, v.'ll!TE: Vie helped t hem in order to help out the 
political situat ion. 

H . ~.JR: harry bas been trying to put it over on me. 
I can't go along . You just have to say no. 
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The Honorable, 

The Secretary of State 

L~ dear Mr . Secreta~ 
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In his Twelfth Re port to Congress on Lend-Lease Operations, 
the President reported that durint:: the past summer the United 
Kingdom had agreed to extend reverse lend- lease aid t o include 
raw materials, commodities, and foodstuffs hitherto purchased 
for export in the United Kingdom and British Colonies by 
Uni ted States Government agencies. At the same time, he 
announced that discussions are under ~ay nith other governments ,•, 
of the British CommomTealth lookin& tonard similar arraneements. 

The total program amounts to between $200 million and $300 
million ~er year; but al thougb the ner otiations referred t o by 
the Pros1dent have been in pr ocess for some time, arrangements 
for a program of t his scope are far from fruition . The prin­
cipal reason for this is that little vrogress has been made 
in our negotiations with India. As Wlll appear f r om the list 
which is attached to this letter, the total Indian program 
amounts to over $141 million. We wil l fall far short of accom­
plishine our objective unless this pro~ram can soon be placed 
upon a reciprocal aid basis, and espec1ally if t his cannot be 
done with retroactive effect in a manner similar to the manner 
contemplated for the United Kingdom program. This is clearly 
apparent from the following f igures: 

While a definite arrangement is in process of being reached 
with the United Ki!Wlom Government 17ith respect to colll!loditiee 
originating in the United Kingdom, Southern Rhodesia and the 
Colonial Empire, the aggre~te amount involved in these areas 
is not expected to exceed $70 to $80 million annually. 

The New Zealand Government, in its memorandum of October 19, 
accepted our request , but our programs there are small and are 
not likely to exceed $2 millions per year. 

The Australian Government, in its aide-memo ire of November 5, 
indicated that it was unable to make a general commitment to 
supply us raw materials e.s reverse l end- lease . We have already 
requested you to ask the Australians to reconsider this 
position. At the present time our public purchase programs 
in Australia aggregate about $23 million per year. 
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Even assuming that full agreement is reached with respect 
to al l of the above areas, the total involved will be less than 
$100 million per annum. The importance of the Indian program 
is therefore apparent . 

I t should be not ed that included in the total program are 
commodities in an estimated amount of $42, 500,000 which we 
purchased f rom Brit i sh Government agencies • . 

We understand t hat the Indian Government has, from the 
ver,y beginning, been kept advised of our discussi ons with the 
British Government on this subject and this was noted by the 
State Department in its memorandum of October 6 to the Indian 
Government where the question of raw materi al reciprocal aid 
was formally raised . A re~ly received from the Inman 
Government on November 15 Lndicated that our request of 
October 6 was receiving 5,1mpathetic consideration but t hat it 
might not be met in full. 

In view of amounts involved, I think 11e should promptly 
ascertain whether or not we can expect to receive the aid f rom 
India which we have r equested. With respect to dollar balance 
cons iderations , only the Br i ti sh Government would seem to be 
concerned, since all dollars previously paid under these pro­
grams have been acquired from India by t he Brit ish Treasury 
in exchange for sterling. Thus, the only question i s whether 
the British or the Indian Government will provide the rupees 
for future purchases of these materials for reverse lend-l ease. 

If , as we are led t o relieve , the dela7 in acknowledging 
our request is due to pendin~ discussions between Indian and 
Br itisli authorities as to wh1ch Government is to bear the 
sterling cost of t he reciprocal aid program, we think that it 
should be suggested t o the Br i tish Government that in order 
to resolve the question vis-a-vis the Unit ed states, the British 
Government should underwrite the program, leaving to the future 
the final settlement of its financial arr angements with the 
Indian Government. 

I should be very glad to have an opportunity to discuss 
t his matter with you or t hose whom you may designate in your 
Department as soon as conveniently possible. 

CDenby:rap 
12/6/43 

(Signed) 

Sincerely yours, 

Leo T. CrOIJle;y 
Admini strator 

Regraded Unclassified



I NDIA - U. S. PUBLIC PURC.:ASE P10GJW!S 

Eat . Value of Expected Deliveries Our~ 
Fiscal Year Julzl 1 1943 - June 30, 19 

From Government From Private 
Commodity- Procured f r om Agencies Sellers ,Total 

Beryl Under private 
$ $ 95,000 $ 95,000 cont ract 

Burlal • 67, 500,000 67,500,000 
Brist ea Br. Mi n . Supply 1,300,000 1, 300,000 
Ca shew Shell Oil Spot purchases 550 ,000 550,000 

Ferromanganese Sec . of State 
for India 900,000 900,000 

Goatskins Spot purchases 8, 800,000 8, 800,000 
Jute Under lrivate 

con ract 14,300,000 14,300,000 
~nge.nese (ore 

and cone . ) • l,OG5,000 1,065,000 
!.!lea Br • L!in. Supply 11, 300 ,000 11,300,000 

l.:onoz i te Sand Spot purchases 55,000 55,000 
Seral Metal . " 265,000 265, 000 
Shel ac Br. L!in. Sulply 8,000,000 8,000,000 
Sugar Bags Under priva e 

contrac t 5, 903, 000 5,903,000 
Sunn Hemp " 270, 000 270,000 
Talc " 25,000 2G,OOO 
Tea Br. Min. of Food 21,000!000 2110001000 

T<n'ALS $42, 500,000 $98, 828!000 $141,328!000 

December 1, 1943 -A 
• • en 
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O£C 14 1943 

~ dear Mr. Seeretar.ra 

lou will reeall l aat Varat t he Pr oaident approTt6 a 
reo~adatlon .. a. lly tbt Ca~iaet c ... ittee on the Deller 
Poaition ef lead-1eeee eountriee, that 1n t he ll&bt If 
pre11nt elreu.atanaee appropriate act ion be taken to .. !a­
tala .aneda 1 1 fold and 0.~ . dollar ~~lADiel at 11\ 1111 thaD 
akut . aoo aU i on all4 not IIOI'CI t han &bod $850 a11Uoa. 
Sia.e then, deaplte the aaneellatlon of OYfP $100 aillion of 
u. s. oontraete aDd oontrary to t he Caaadlan Gonr ... at•e ea­
ptttatione, Canada•• &•14 aDd u.s. dollar r eatrYe haa rleea 
..,k•llt ID4 la a.. rouahl¥ twlee ae high •• t he a.ouat de• 
olded upen leet Sprla&• 

Tba ~POYe .. at ln Canada'• u.s. dollar llehaage r::i­
t l oa la aueb •• t o ellalaate, at l t eat for t he tt.e ~ , 
the neoeaal\J for tPIAiaotl ona entered into Of thia OoYern­
aeat, 1n purallt.Me of t he li¥cle Park .lrrange•atl tor till 
purp .. e of 1Mraaalnc Canecta•a u.s. dollar r11e ph. Ia 
YiiW of th11 teet, lt ia our oplalon t hat henaetorth ae 
u.s. GoYe,...at eontraet abou1d be placed in Caneda whiah 
oannot ~ rea4iq Juatltle4 oa t he halt of aon-flnanaial 
eoaa14erat1ena. Furthe,..re, •• feel t hat all exiatiac eDl 
ooata.platH u.s. Gon..-at eontraoh aa well u all oea­
ta.plate4 and 1no~ltJte4 u.s. Gon,_nt projeeh 1n Ca•da 
ahoulJ ... ~~ reY1ewe4 in or4er to 4etera1 .. whleb of t hea 
llliU Ill IUHllH li.Y 1111 and taken OYII" Of till Ca.Ddlt.A 
GenJ'Uiat w1 \bout 4etrt.eat to the war effort of the llalt .. 
l atlone. 

Ia thla latter ee..-etloa, t he Caaa41an GoYeru.eat baa 
prepae .. tht ~late ..... llatlon ef two War Suppllea 
LlaltH eaaU.ott. The tlrat of the11 1a for Alaerlae a1nt 
.. eepera whieb, altheu&b repreaeatlag a e.....-tr»e atore, 
appear to Ill gelq w .. ll.Y to t he UaltH Uag4• wlaUa till 
••••llll lrttl'lto .801 1 dtlon, a 8r1Uah-\Jpt atora. Till 
a.ouat atUl te Ill ullnrH ea tht11 two ooatraeh h ••· 
U11atu ~~ the C....Uian Gon..-at to be U.l lllllloa allll 

{..... 
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$10 ail lloa, reapeetl••l¥• 

F• TOUP l afoNa t l on, the Canadian 'l'reu11PJ baa alH 
t oU ua WON&ll¥ that t he Cualllan lionrn.~at propoaea 
not to av'-dt ~llla t o t he raltea Stetea G.Yc .... at in 
r ·~at ot upeadltarn iaoui'I'M ~~ CaJUolla Oil ollr b@half 
tol' airthli lll'fellpMDt ln forth 1\'llt Caulla ud to re­
coup t he ~.s . c.Ye,...nt tor expaDiltarea iaearr.l ilreetlJ 
b7 ua oa t heM prajHta. The Canadian Treaaur,r eatt.atea 
t hat a tehl ot tlso-160 aUlioa aq be lnolHil. Tbla lut 
propo1al1 haw••••• ._, be au\jeet t o poat•war ooaalderat loaa 
aot applicable to t he t.o .aJlitloDI ooatraeta. 

I lholllcl appreelate b•l.aa W oraecl of t he attltuie et 
u,, ~ar uepartMat eo-ralac t he11 propo1elr. Ia 8ci41Uoa, 
1t woulll be Mlptul lt 1ou Wluld. let • n. whet eeatrute 
tl>.a \ ar U.partMat lw.a ouhtalldl JIC la Canada ..a tdlat pr~ 
jeeh lt hu 'llllller _, 1a that oout17 aa well u wbleh of 
t h111 ooulci be eaMillac1 &1111 taken oHr h7 till Ca.oacllu 
Go•ar ... at without b1aclraael t o the war ef fort. In t he 
clata"'iaatlon or t~• latter, •~ ooaalderatlOD ahould be &1Yea 
t o t he CuaUu Goni'IIMat•a abUltT t o tloaaoa t he trau­
actioa, u t hat •ttor b t o be t he nbjHt of ti.Jother az­
ploraUon betw .. a the treao\11'1 .. of the two oouatr h.a. 

Fl .. llJ, 1 abould appreela to it it t ou woul d taka the 
ne& .. IIP¥ atopa t o ••• t hat fi tva eoatraota pla114 1a 
Caaacla by the •• ,. u.pe.rt.ot &1"1 llaltea to t ho11 .!!)U.IIl 
are dlatetM '-1 ether tlwl tl-l al ooui4eretloldr.'" 

Ver1 trvl7 7 0UI'I, 

(81pt4) ll. ~~ Jr. 

The Ho...Ula, 

The S.eret117 ef t"ar. 

TI.!Karl 12./14/41 

• . " 
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;>£C H 1943 
~ dear wr. S.cratar,va 

l.aat ltan l. t.ha Pruldent approYed • r .. o-adatloa 
Sftaa ~ t~• Ca•tant Co-mlttae ou the Uollal' Poalt\ .. of 
lead-lea•• aouatrlea, t hat ln t he llgbt of preaaat olr­
cUJUta llaU afPP.Oprlata action be tekln t o •lnhla Can~ cia '• 
, ol a and U .~. doll•r b&lano•• at aot !••• t han about $300 
aillloa aa4 aot aora t~an a\out , 350 m1111on. S \ 111 thea, 
cleapl t• t La aaooa llat1on or OT•I' t l OO alll \on of U.S. • ••­
traota aDd aoatrar~ t o t he Can~41aa BOYII'DR~at•a aap .. ta• 
t ioae, ~aDI41 11 tol~ aAd U.S. dollar I'IIIPYI Aaa l'l .. a 
u r kaillJ aDil 11 - roughl1 blaa u 1111gb •• tba 1110uat da­
olaaa upoa laat Spr1ac. 

The lllpron JUat ln Canada'• u. s. 4ollar nthiiD&t poll­
t ion la aneb aa to e11.!aata, at leeat t or the t1ao \el~~&, 
thl Dl .. aalt7 t or tran••~tlona aaterDil into \7 thla G.rtrn• 
• at, la piii'IIIU .. of t he fi7dt l'ark Al'r&nga•at for the 
purpota of iaorna•lae Canada'• o.s. dollar raeelpta. Ia 
Tie• of tlllla tao~, lt. 1• our opinion that ~a11aforth na 
I' .s. Don r-at aoatnot ahoula be pla .. cl 1a Canada wblah 
oanaet ba raaillJ Juatlflad on t ha baala of aoa-flDIDtlal 
coaa14aratlooa. Farther.ora, •• teal that all exlattlc &D4 
ooata.plata« o.s. ~ ... ,...., eoatraota at well •• all ooa­
ta.,latai aai \noa.ple tod o. s. <lonra.ant proJath ln Canada 
ahaulcl •• Ita PeYl .. ecl la orier to 4atel'lllne • blob of t • 
oo• 14 bo aa ... llecl b7 ua u4 talron onr by \ he Canedlaa 
O.rar-at wltbout 4otr1Mat t o t h war effort of t ho Ua1to4 
tia\lou. 

1 an.J.cl appraolau lloi ac 1Dfo,.e4 of t he et t!t ucle at 
tho la'f7 Dlpartao1lt •-•nlac tllo11 propoaalo. Ia adlliltloa, 
1\ .. ull llo ~lptvl lt yo• would lat .. kaow wbat oaatraata 
t~ la'f7 DIJ&Pboa\ hao ell\ahaiiq l a Cu • dl aliCl what pro• 
JHh 1t •• --ser .., la that oouat17 •• • •ll •• wMeh at 
the .. eauU llo e&Mtll .. .U taba rrer \j U.a Can~alaa 
GOYar .. at wl\bHt hiauaaae to the war effort. Ill \lila 
aotel'lllaa\loa of tba latter, ao oou laara\loa ohoul a b• 

• . ... 
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\o tbe C-..Mlaa Gon.--at•e a~tll lt¥ t o t i neA .. t b' tnu­
.. t\oa, aa tllat a tter 1a to 'be t he aubJHt of ruther U• 
plorat1o11 bet .. ea the tr .. aurlu ot t he two eoutrha. 

FluU,J, T aboul d appredate lt 1t yot: wot. l d tab tbe 
•l C!IUllll'¥ atepa t o ••e t Jotat f uture oontrute pla11tl la 
, a nella 111 t he IMIYy llej>aPbent are 11111te4 t o t boee. wbloh 
are .. letatecl 11.7 other tl.n tlnandal oou ldn at iou. 

Very trulf 1oura, 

he ilonorallle, 

50 
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' Sul> Je e t: 'lha Clll&41an o.s . Dollar Ezehan.!• Prob1-

Canada' a <P1d ad o. s. d.ollar balano .. have r auba4 a 
1na l cera eo .. tAill& -.at be dcDa to ~aduea tbaa. You w111 
reo al l 1 t wae ac>J'aacl l aa t Spr1n0 that a tot> • ehould be t alrlll 
to u 1nta1n Canadian b al&Mea at between 0 ;500· $}50 a11Uon, 

At the oloaa ot no., .. b er. the Canad.i an Conrnment held 
$718 allli011 ot eo1cl and u,s , dollar a. 'Ibh 1Dclud .. aboGt 
• 100 a1111on ot DOt JWOOa acla tra. aacur1 t1 aalea wb1ob UDder 
the tara& ot tba &CJ'••an t er a DOt OO!U 1de rad AI par t of 
Gan•da' • r e aaraae but are ••~ aalda fo r the repatriati on at 
canadian ... uri the hal4 bJ aerie ana. At t l'.a ~l:ae we a.;raad 
t o tbla raqu .. t, w were ~•an to UDd$ratan d that cluring tba 
r .. a 1D<Iar ot the 1•ar tba .. proeaada 1!I01:1d apprOll.iaata • 100 ail­
lion, the • ount outa tand1Ds or t wo Dolll1n1on bond 1 usuu. llh~th 
the Canadian 0oYal'll8&Dt ••• 4 ae1roua or ropa triatin&• AI tha N 
t wo 1aauea ware r epatriated i n Septaabar, the total or ~anada 1 s 

v.s. dollar raaaipta eat a aida t'or tb1 1 purpoaa alrc a lranul!.q l 
aaollnta to ro.~l7 $200 aillion. 

Exc1ad1D& tbe . 1 00 aillion or uou r1 t : proceacSa currant17 
b ald bJ tba c-dlan Ooaaru .. ot • Cllll eda '• off i cial 61)14 aad 
o.e. do l lar raaarn 1a nc. abgg t t 620 ai l lion, or $270 aill1on 
liOl'a than tba a e•S -.t &81'ea4 upon 1aat pr1Dg aa eppro• 
prieta tor tAla Clenn..at to aaaiat ~he c ana411111 Goae~t to 
aa1Dta1n. 'Jble rapr aaaaU an lnaraaaa ot f 170 million ainoa 
tba aloaa or "'-. ~· 1noraaaa oaovrad deapi ta the aanaalla• 
tion or oaar •100 al111on or oootraota in Sapte~ar. '!he cur­
rant outlool< 1a t or -Un•cl illproa aoent in Canada'• poa1t1on. 

Ill'. C1U'Il et C•ada wee ba r e Tllaada,J, ...aa .. ber 7 , at rq ra• 
jU&a t , to rann tha al tuat10D 111d to a Xpl o, a tha poaaibla aaaa­
uraa tor oornatlq 1t. 'ftle fo llowing dnelopacl tro• tba 4.1a­
auaeloaa 

1. C:.eclllll ••,.17 people aaUaat • lllet bJ ta •4 ot 
tbla J'l&r C•a4e will owo the u.s. Oo'le..-t $115 
allllon t or aoocla 4alla oracl UDder CenpaJ raqnla1t1onaJ 
lllet la, tar raiaburaeb1a laod·l• •••· P. E . A. people, 
on the otbar baBel, r eaan tl J 1~orMd u a tbla baal<lo& 
- o11ftta4 to $;50 all l1on or $85 ailUon l a u tblll ~ 
oaneclien aetlaate, 'il'a heaa aant a latte r to r .E .A. 

.• 
' 
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allk~ tb• to wbalt blll o t or ~•• a~~~ o<a u eooa 
ao poaalblo hopln& tllorob, to ha•o •- ll&ht tllrowa 
on tllo cUaoro••OJ• ilr. Cl ark al• proalao4 to lla'ro 
bu ;P"Ple tboolr tbo .. tiut o tboy &an hiAo 

It • •• aaroe4 that Canaela tboul.Cl .U:o a 1-. 
.. ,...., CD ao-t tor t .1oao soo4• a• Moa aa aoro lo 
loanao4 ocaoera1Qi tho aotual aCftlllt 1a'rol'ro4. U tbo 
caoacUaD .. u..to lo Mrroot, IIlah a p~t would. r o-
4uaa Caaa4a'o 4ollar balanaoo t o abGilt $525 allllCil 
b)' the _.or Ullo 7ear1 1t t ho P .~ .A ... t1uto 1o 
oorroot, hoW'ro!L ••h a p~t woul.4 loaYo t11a bal­
aaooo at ~t ftOQ0 alll.loa. 

B. 'l'hor o aro Cllly two oon traoto wltb abGilt $20 a1 J.l1oa or 
i oo4a otlll to bo 4ollnro4 wblah, 1a tile oplalon ol 
C&llaellan ortiolalo, tboul4 bo oaaooll.o4 ~ocUataly. 
or tho re..tDClor thoro aro aoa wo.iah •7 bo ett 41>111oua 
aharoo tor bu t tbo Canad ian npplJ pooplo aaoort ow 
proaur-•t pooplo, tor one r e aoon or aotbor • aro 
rol•tant to toN1aato tb... AIIOng t -.oao coatraoto aro1 

1. A eoatraot tor Bra-Ouno for China wbloh CaDaela 
otateo it lo ollllng t o taka oYor UDder lto 
.. tual Ald. Bi l l. Howo•or, tbo C&Daellaaa aaaart 
ow A1lrq •• to to ro tala ooa trol for roaoono or 
proatlp. U la pooal'lllO thor o - 1 bo jiOM 
roa._O 'llb7 tho .lNJ tboul d. r atala OOili:POl or 
tboM good&, bat 1 t •••• to u that la tho 
·-· or O'rOI'WDel.aJ.a& ooaald.or atloaa tllOI'O 
oro Mttor oaf • ot apelllllD& $10 alllloa. 

2o CoaW..to tOft o I:Jpo ~UOila, tbo 4oo-
tiut101l of ml• la -own •til attar tbeJ 
•-~ ttff tbo pr .... tloa llAo aJIII1 are aaal~PM• 

• • 

b7 tho Jol.at A.aal...-t Board.. 'l'ho c•Ml ... 
_,, tbat •• aerYloo poopl.o u o aloo roluotOilt 
to lll.aYo U.oao -traot o ueaatorrod. to Caaada Oil 

tiM IP' •• that tho7 prafor to ro\al.n - ·trolo 
ftla la cUftloult for uo to undoratand. ln Yloo 
or Dro Clarll'a odalulon laorSprlng that uq 
uat1 ·to .... b )' tile Can.Uan llll'-1. AealgD­
••t aoar• wul.• ba gonraod. by tile goaeral 
patton lald. d.oW'Il by tbo Brl tlm-o.s . Jolat 
A.aotp-eat Bo&N .. 

.. 
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Dirtaloa of .... u.r, 

Reaoarola 

8. Coatraota tor plaa.a to bo load-loaaocl to 
Br itain to ... t tho latter'• obligatioa 
UDder the Eaplrt iir Training Plan. Or. Clark 
offoru ao reuona •• t o •hT they could aot lie 
taken •••r by Canada. 

53 

c. TMo C~lt1 Crti1t Cor poration 1a purehaalAg gra1a 
in Canada. We haTe no 1nfo~ation aa t o what klnd 
of grain la bo iag p· rob.aaed or to what use lt l a 
bo1ng put. Dr. ~lark t hought aa auch aa $115 ail• 
lloa M3 ban Dean purchaaed to date. 

D. In addition t o t ho propoaal t o pay !or rolaburaallle 
loai-leaao and t o eaaotl two contract a aggregat ing 
$20 aillioa. lir . Clark auggeated t he following a tepa 
to reduee Caaada 1 a llelancoa1 

1. Aaau.pt ion by the Canadian GoTorn.ent of the 
obligation of tho Uetal P~serTea Corporation to 
.ate capital adT&nota up to a aaxt.ua of $10 
million t o dtTtlop certain aarginal baae .. tal 
llin.. in Canada. 

2. Tho uau.ption by t ho Canadian Gonrnunt of the 
eoet to t ho U.S. GoYormaent tor a i rfield doYtlep­
.. nt in Morth ~eat Canada. Tbi a ia eetiaated b7 
tho Canad10A GoTeru.ent to be 130-$50 aillioa. 

s. rq.tnt by Canada for goocia roceiTed UDder COAox 
reqaialt1ona--that la. for gooda roeoiToi '117 
Canada &aA charged t o U. K. in exchange t or other 
gooda purobaaecl bare by COA&cla and uaecl 1A t hat 
oo .. tr,r for procluotloa for Br i tiah aecouat. Goocla 
eo ieliToroi ero oatiaatocl by tho Caoadlana to 
..... t to $4o-S50 a1111on. 

aailaa GoTtroaoat• a aasertion t hat t here 
Ia Ylew ef the Ca bl h only a rel8 t1Tely negligible 

are only twe eontraota. on • 0 a that our prooureMAt 
awouat ot coeda reaaia to t• ~ii~r;1;. turther t hat tho other 
pooplo would w411h~tot~a~!.:alan OoTormaent t o rodveo their 
•llil•atioaa aa e •1 • 

'l'KI:rl 12/14/4S 
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D1T1e1on ef Moaetar,r 
Ro11uoh 

balane11 are totall7 lnev!fioient tor t he purpoee at haad, it 11 
auggeeted t bet •e .ake • thoroueh oanTaee of u.s. GoTern .. at 
agenoitl tor 1Dlorwation on t be t,rp1 of t ranaact ion .being ooa­
duoted in Canada and !or comments aa t o t he deeirabilit¥ of t he 
continuance of t heae trans1cttone. l>ratta of proposed lettera 
to Le aent t o t he agdnOiea cunoern~d aaking t or such inforaet i oa 
are attaahei tor 7our •i~D&ture. 

TKIC&rl 12/14/48 

• . ~ 

• 
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; .. Jr : 

::ovid 
:._leo : 

'! .. Jr: 

. Jr: 

-~- Jr: 

~· Jr: 

:.:. Jr: 

.. Jr: 

o: 

H!!Jr : 

" • .. . 

Hel l o . 

Dllvld tlil ee . 

Hello . 

Hello , l·!r . Secretar y . 

Pine , si r . Ho:. are you? 

Dece~ber 14 , 1943 
3: 07 p . ~. 
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I'~ fine . 7ne rea£on I ' m calling you - tha t I wae 
told that you c:oe t 1ir.ely would a~k to see oe, 
enc I ta:<e it, it ' s ln connection with a :::an r r oCI 
Chicago '<ho wEnts t'l be Assis tan t Co·y;issioner . 

.. o , eir . 

It isn ' t ? 

l:o , s ir . 

Oh , I thousht that' e ~<hat i t was. 

It ' s in connection "ith o eituation u~ in 
·.assachusetts . 

.;ha t - :·:hat situation would tnat be? 

T~e collector 'lf the ~ort . 

• .. ell, •il:t don ' t you see Herber t Gaeton abou t 
those? 

'ell , I - he - Herbert Gae t on has done thl e t hi ng . 
Ther e ' s a cer tain situa tion ther e that has to do 
Hi t h - he - John ~lcCorrnack asked me t o see t hi s man 
yesterday , end 1 t hae to do with delegat ee ro r 
next Febr uar y . Th~y 'v P. got to b~ filed ? l'e t ty 
eoon, a nd .. . . 

Couldn ' t Her bert handle this? I don 't know much 
abou t it. 

Yeah , wellL Her bert - they checked this man . 
the Stat e ~hairman ... . 

He ' e 

• 
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... 

rmJr: 

:i Jr : 

i Jr: 

~ .. Jr: 

H:.Jr : 

.. . 
-i Jr: 

·: .. Jr: 

- 2 -

Yeah. nave ]OU exhausted working wi th Herbert? 

";!ell , : haven 't really exhausted Herbert a t al l 
on t hi s thing. 

Pl l , >•hy 6on' t you ht.ve a t.o e t hi m f irst? 

0 }cay . 

And then if you ' r e no t eucoeesful , I ' ll see you, 
or - any tim~ I ' m rla~ to eee you , but ... . 

I ·"nO\-.' you a re . 

.... but I Just ~idn't - I just . .. . 

I know. 

But ... . 

;pll , I ' ll t.alk ··ith hi m, nnd s ee ··hat - ·.-:hat can 
ha-,.,en. I ·Kno:>t< t ,.ie thing ' s been -oending now 
fo r ei~ht mon ths , nnd wh11 t I - you see , 1 •·:ented 
to talk >=1 t h you because I i': ne>~ t ha t I could talk 
u i th you freely abou t certai n l oml ice t i one u 
there tn lla esachuee t ts that .... 

ell, you can talk juet as fr eely with Herbert . 

Okay, fine . 

And if - if you a')n 't CPt alon£ , ~1ve ~e a ring , 
End ; '11 see you •.-·ithin th~ half a C.ay . 

Okay , tine . 

Sow• s tha t ? 

Cha~~s ver y ~uch. 

All right . 
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cc : ::r. Ga mble 

illt;ene 
Juffteld: 

'l:.Jr : 

!:' : 

HLJr: 

... 

. .:. .. Jr : 

ii: Jr : 

~ . 

•:.Jr: 

~ . 

~ · 

:::.Jr: 

:>: 

~!.!Jr : 

1' • w o 

:-!:·:Jr : 

J : 

Good a fternoon . 

Hello , Gen~ . 

Ho~< a r e you? 

F'in e . 

December L4, 1943 
4: )5 'O . m. 

•ou' ve been many places eince I la s t sa>< you . 

Tha t'e right. Gene, I 've b een told tha t the 
tlavy hae an excellent f ilm on Tar awa - if that' e 
the ~ay you pr onounce lt. 

Yeah. 

And, you know the Army' s SiVing ue their new film 
to a istr ibut e for 'liar Bonde during January. 

I see . 

Thi s one t hat hae crea t ed eo much inter est. 

Yeah . 

I wonder ed 11' the Na vy >ranted to give us this 
Tarawa film. 

'•!el l , l·lr. Secr etar y , the Harines took t h 1 s film 
end they 1 r e very l)roud or it, and I think they 
had ~lanned t o ge t a gener al dis tribution. I 1 o 
no t sure, but .... 

Yes. 

suppose I ge t the ~Iarine of ficer who 1 s been 
in char ge of it to ge t in touch with you, or 
anybody you euggee t . 

':!ell, if you ' d contact Ted Gamble, direct. 

Sure . 

':1111 you do the t? 

Yeah. I 
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:r. .Jr: 

;): 

:~::Jr: 

D: 

'!!.Jr : 

0: 

" • 

D: 

1-l •• Jr: 

:J : 

--::.J r: 

--::.Jr: 

D: 

:.::.:Jr: 
D: 

H::Jr : 

!l : 

- 2 -

And 

The film i s a ~retty gory one . 

That's all right. The gorier the better from 
our standpoint . 

Yeah. 

But the Army is delighted , and they 're letting us 
handle the whole distribution or that o t her film . 

Good. '::ell, I don ' t know - the 1-:arines - t his ls 
the first !~arinea ' combat t1lm, really, and they 
a r e r eally oui te eet u~ obout it. And i t ' s a 
good f ilm. It really ie. 

'.:ell, do two things. One : t1nd out abou t it, 
and contact Ted, and •~en lt'e ready , I' d like 
to see it. 

All right. Fine. It's in a for !!! no>: cocroletely 
uncut, an~ certainly not for mixed audiences. 

It isn't? 

No. 

I see . 

If you ' d l1ke to see it in that fo r m, 

How long does it take? 

It takes about thirty 

I' d like to see it. 

All r ight. Fine . 

Yeah. 

Okay. 

mlnutee 

I ' d like to see lt as i e . 

Okay, sir. Fine . 

Yeah. 

in "tts 

I' ll .... 

uncut form . 
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D: 

f!:,Jr: 

ll : 

. Jr: 

t : 

;; Jr: 

-· 

- 3-

I 'll arrange 1t. 

\~111 you? 

You bet . 

• 

'lit' can sho>~ 1 t in my o•m thea t er, you kno>~. 

Surely. 

Thank you . 

,-lne. 

Goo G.- bye. 

Good- bye. 
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!:r. Poul cc : 
::r. C 1 Connell 61 

:ii!Jr: 

Robert 
Patterson: 

:mJr: 

P: 

HI1Jr: 

::~:Jr: 

? : 

Ht!Jr: 

? : 

H!.:Jr : 

? : 

HHJr: 

!':(Jr: 

! : 

H:!Jr: 

i' : 

P.LJr: 

?: 

::.:!Jr: 

Yes. 

Hello, Henry. 

Talking . 

This is Bob. 

Yes. 

I spoke to Jimmie Byrnes. 

Yes. 

December 1~, 19~3 
~ : 53 p . m. 

He thinks that' e -..ell worth the battle. 

Yes. 

He ' d like to have the meoting of all concerned 
in his office t omorrow at ~:00 n . m. 

I see. 

Olcay? 

Yeah. 

4 : 00 "O . m. 

':."ell, now 

He - he thinks it's- and- he t hiru:s it's well 
worth a battle; we ought to outline vnat we 're 
going to do , and •na t oat er lal we're going to 
furnish 1nd1v1dusl S~natora on the floor. 

I see. 

And kind of allocate the Job out to the different 
ones att ending it. That will be Treasury, Army , 
Navy , l·lari t ime Commis~ion, and thE> Jones company. 
Those are the f ive interested. 

1-lell , is he goine; to call the meeting? 

He asked me to . 

He aEked 
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? : 

~:tJr : 

;:_ Jr: 

~::Jr : 

.;:.Jr: 

t : 
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He'll ~reeide at 1t. 

I see. I see . 

Fine . 

All right . 

Than:< you , Henry. 

T'ne.nk you. 

Are you a l l - a re- you 're - you 're our e trong 
'".B.n her e . 

·.:ell .... 

(Lau_hs) 

.... -..: e ' ll see . 

Thank you . 

Good- bye . 
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; ur ton 
f:Sck : 

)! • 

. . 

·::.Jr: 

rn:Jr: 

rr •. Jr : 

:.:~.Jr : 

":.Jr: 

... 

H~·.Jr : 

. . 

Hello. 

011 ff? 

Yea , eir. 

December 14, 1943 
5:15 p . m. 

Hee anyone told you that I ~:ant to set' you 
t omorro>J? 

63 

Yes. I Jus t had a call from FitzGerald a few 
minut es ago asking me to be there at three o 'clock. 

Yeah. !low, who handle~ this eurnlue pr o9erty for 
you? 

!·:r. Maoee . 

Who? 

llr . 14a"!)ee . 1~-a-':l- e- s . 

·::ell , suoooslnc you br ing hi m along . 

Very good. 

And I ,;ent to know - I want a r eoort on how you 
a r e handling t his thing . 

All right . 

!low, I "'S S taU: i ng to' Joe O' Connell , ru:d he tells 
rne, fo r instance, that the Army'~ given you - or 
the ilavy - some unit'or ms to rell . 

That ' s right. And I'll have the stor y on that . 

And some ha r ness. 

Yea . 

And what - >;he t you ' ve been doing . I oean some 
ot the more t y9ical t hings . 

;:ell. •• . 

And how you a r e cl1sooe1ng of them. 
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. . 

Ht.:Jr: 

... 

:-::.Jr: 
. . 

!-:1.Jr: 

H:·:Jr : 

!' . 

!!l.Jr: 

s:.:Jr: 

Ht·!Jr: 

' . 
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iiell, for the mos t 'Dart, we 've had ll. Y. A. 'Oro'Oerty . 
That would be r.~achlne eho'le and •,·ood- worklng 
Fhops , end t hat ty~e of eouinment . 

Yeah . 

':le ' ve had ·,·I . P .A. Thnt ' e cons truction equ1oment. 

Yeoh. 

•,:e •ve had , r ecently, from the - f rom the mil itary 
eerv1ces - oh , tyoes of things , euch as clothing 
items and - just r ecently we hod oulte a auan tity 
of ehearl nge. · 

or ..:ha t? 

or sheari ngs - tha t' s th ~ f irs t crop of - of 
•·ool. 

Oh , yes . 

Tha t they use fo r these wool-l ined vests for 
a v1a tors. 

Yee . 

':lell , the Army has decla r ed t o us about - about 
three mi l lion scuare f ee t of ehearings. 

Ye s . 

And , ther e ' e a ~ark~t t or them ~nd they can b e 
disoosed of ver y readily. 

•::ell, I ...-en t to kno~· ~nat you ' re doing , and ­
a nd you oolf:h t bring over >•ith you , e nd give it 
to me , a ..,i ece o r oaper telling me who l·!a? e& 
is a nd wha t hl e backgr ound l e . 

Very good. And you wan t J.lr . Mapes to come >~i th 
me? 

Yee. 

Very good , sir. 

Thank you. 

All right . 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

OI'Ttti:OI~ WASHINGTON 

Dec~~.ber 14, 194:0. 

O!U., L ' TO '.''IL S -C~t TA ·,y : 

7h£rc is snbri tted l!erel"li th the 11eekly 

r port ,. L· •:c - LePse rurc P.SCS . 

• e hevc r ccei v_c r r '1". v 'lion for e r ail 

at d structural r.: ' ll , Also r 'Cl'lOJ \.,.- ill !'or 

,' ,
0 . !.. . rt . \',ith caFaciiy of 700, 000 tlric lons 

Pnrnell,, of i nisi1ed stcl'l ·qch ~s reils , 

s1 ~n steel , str"ct,ral shcres~n" bi llets . 

Thu celi v€r;· sched•1le calls 1 >r corpletlon 

of r..nnui'acture o.:· t ~ Uoo· i" i 11 \.;; 

~ June ~0 , 194~ . and 80~ co~rlcl·~n o!' l e 

reil rnd s tructural ill b;.· t'hc.l cLte . 

·~~k 
l ~~~· ... . 1\C 

ct of f rocure~cnt 
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LE~:D-LEAS:: 
':'P.CASl:lY DE?AT.':":r:T, PRCCURE;}., '1 DJ\ lSiul. 

S'i'ATI:H.ti'i' Or IJ.LOCA'i'IO:.S, v~LIGATIO!.~ \P'.RCriAS:S) tt;;D 
llELI VERIES T(. r\.fEIGi: GOVEI'.!\ll£1:'1'5 AT U. S. PORTS 

AS or· DECE~'BER 8, l\143 
(In .. illions of Dollars) 

Ad1l ini strati ve 
Total U. K. Russia China Ex;eenses 

Allocations :,;3\1?6 .6 
(3\1?6 .6) 

'' l\1'/tl .1 
( 19'/!.l . l) 

;.;155<3. 8 .~lUll . 8 ··n .o 
(1558 .8) (109 . 8) t 11 .0) 

Purchase Authorize- ..;33Uti . 6 .,.1724 . 2 o~-13~3 .1 .,.44 . 1 
tions (Requisitions) (327? . ?) (1726. 5) (1302. 4 ) (44 . 1) 

~equlsitions Cleared .,3242. 1 .,.lC~l.l .,.12\ltl .S -.43 .8 
for Purchase t3192 .5) (16?3 .6) (1284 .8) (43 . 7) 

::bligations .,.3074 .8 .,.1C45. 1 .;.1242. 6 .,.43 . 7 .,.8.9 
(Purcr.ases) (SOG1.2) ( 1G40.3) (1238 . 4) (43 .6) (8.5) 

Deliveries to Foreign (lb27 . o .,.1046 . 7 tS\! . 2 20. 1 
Governments at L. S. 1500 . G) (1032 . 2) 42'7. 2) (1\1 . \l) 
Ports* 

>>Deliveries to forei cn eoverrunents at U. s. PorLs do not include the 
tonnage that is either in storar;e, "in- t r ansit " store.ee, or in the 
tor t area for which actual recei pts have not been received from the 
oreicn ~overn~ents . 

!!iscellaneous t 
Undistributed 

~318 .9 
(3ltl .9) 

~215 .2 
204 .?) 

t208. 7 
190. 4) 

~1:34 . 5 
(130. 4) 

:.,21.6 
( 21.3) 

··ote : Fi~ures in parentheses are those s :10rrn on report. of !Jecember 1, 1943 . 
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EXPLANATION OF DIFFERENCE . 

The reduction in Pur~hase Authorizations 

for Cnited Y~ngdom is a result of adiust~ents 

of re~uisitions to actual contracts . 
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DEC 14 1943 

DNr c.lrlh 

Aa .,_ ••w• 'lllll irrlll .... , \IMft - t1w n.aaw» 
Dr;forftl'llli\ ,, •••• ftU1 .............. Nll,..,_, .... 
~bile 1\ U. ._ - ...... W bna Uliee !'ftUUi !'IfNI 
~-*tift\•__. tn • w.-l,w 
:s ,,.. ~-. atftRlu.e : a111 t.a .,_ lftw 

~ Is;? ' 1, ltu, t.a t11111 rr e '· 
I \I'M\ ._ ,... 'lllll 8D\ ** tiiU ,..__ WI 

,. , d a, ,_. IIIIJ I --·~ _... ...., 1 
1 1 raU• t.a 

-=-u f/6 .... ,, ·- ....... ... , •• la ..... 
a. fwtltee el U.M ..... loolr1"11 \II tale !JI Ill I 
Ds;al ' w GIIIIU\ ... _mp' ..... tMlr .......... 
.... aU~ -IIIJ'lolw·- ........ "' ,....~ t 51.,, ·= <'''-' ..... , .. , l' would --~ thrl1r ==btt .. 
~7os_.....- ta'fW'IIblt bJ-. Jsca •• OoNz '· 

y- := • _ _,. cUoa •"' .. ,, .. , w tiiU .nw 
'lllll .. ..._, 0 5 lldi .. 

I , '• Gw , 1' Nl, 
II &WI f/6 ... _., 
, ¢ 1 at 1 Do Oo 

• 
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TREASURY DEPARTMENT 

IN TER <>FFICE COMMU N ICATION 

TO Secretary ~!or sen thau 

F oo M Mr . 1/hi t e 

DAU 

December 14, 194} 

Subject : M. !Jendez- France , com•nisaioner of Finance of French 
0 { Comi_te 
f./0' ' I I "- !_;-,__.. ' \ 

69 

~he co~entsC>f the Treasury aroup in Al b iers on their 
nrst mectin ... with l! . ltendez-Fronce, the new Finance L'1nis ter 
of the French Comite , i ndicate that he may prove to oe con-
s i acraoll ,.,o,•e sympathetic to effective econoltlc warfare and . • 
financial meas\I!'es alon_ the lines ur 0 ed by 1'res.sur) than was 
r. is predecessor, :· . Couve de rul'v1lle . ..b ile i t is too early 
:o state uefinitely ~at the posi tion of ~endez-France on the 
.>rinci l)al i ssues of inter est to t he T•·easut-; will be , he ap-
;>E.ars to be to tally U!1w1111n_ to justify or condone the Vichy 
policy o!' collaboration with the Gert:'.ans- -a view so noticeably 
,:o:sessed by Couvc de :.:urvillf> . Mendoz- Prance has a personal 
score in this re.;ard as he evidon tl) vtas alrnos t compl e t ely 
b.poveriohed as a result of the anti-Jewish measures taken by 
Vichy . 

Tho conversation between the Treaaut•y .;roup nnd !.!endez­
p,•an ce also made clear that he has a tron., feelin.;s on the 
oo:~lti on of the French Comi tc and will not accept v.hat he may 
r~,ard as 111nterference11 on OUr par t IV1 lh deCisionS that are 
to be made by the Comite . 

I 
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l.at .. reltco l.a u de to 711ur letter of SoTubar a, 
1348 • uu••t111b that t he Arf: entlne gold 1.A thh count17 
be : r o&lllo 

! or yow• iruoMKtlon the quut\on o! the. ! r11r.iq 
o! .lJonentina &nata 1n thl 1 11:111ntr,r, \noludin .. the 
f.Old held by the ~·ntln• Central nnnt &Ad ~ other 
dollar as1et.a held 1n th1.a oountr,r by Arcantl n& aDd 
i1or n;. ti.;~h, hu b•on &1\ d • Ull S.a the aubjset of 
o&r,!ul ~uai~•ration b7 the Sta te and ?reaau:r Da­
part.Jcta. 

Alt hough there are ooeent reaa~n• tor the ! r1e1lnt 
of Arr.aut l na on econo:llt e we.rt r.re cr ounde ainee Argentln& 
ia reoot niae4 aa t he baaa froa whl eh the lxla condueta 
\ te fiuanoiel ~arr. t \,n2 thro\l!hoUt the ~eetern a~;:rbere, 
you wl l l approe! ato that there are lmportaat pollt.l 
ean1lder.tlona tnYolv ed lA ~ • ucb actloA by t.hla 
OovarDS~Dt. ~in~' ~h4 avolu.tl.on of \he•• pollt.leal 
ooulderatlou 11 the reepoul'bl UtJ of tha State 
Depart.at., I han rehrret your letter t o the !:eer .. 
t&f'7 ef State f or hi.• oond deratioa. 

Ill cotutaet1Jn w1.th t !d a .• &ttcr , reference it 
aile to B.R. S6~, a b1ll trhlch you rocently lotr oducet 
l a eo~ .. "To authorhe the oel..&:IU'I of cvrt&a pro­
pv\J wbleh la bdfll: 111od or 'fthlllh 11 about to be 
11114t to ald aa7 natlon ,.{ wcu· •11th the :Ja1teJ !l t~te•, 
6114 ror otlailr UVJTO'"'' • . )our attontl.rm l11 ealle4 to 
t be faa\ th.t all of tbe p01TIJ'I ollntailted hi thla bUl 
baYe alr..., been ~nrorr•d u~nn the Exeoutl•• b7 

II 

• . -
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aectl.on S(b) of tho Tr ading nth the ene:ey .Aot, u 
t..1ended by Title III o! the Hr1t V/ar l'owor a ilot, 1941 
(Public Law 354, 77th Concr esa) . 

1 appreciate your interes t ln thle ~ttor and 
wl.ll keep you l.ni'or:ud of dn elop!1enh ill con.,ootl.on 
thortlll th.· 

Ron. &. c. Sohi!!ler 

JEDuBol1 1eor 
l 2/Bj48 

~ ~oretary of the Trea&ury. 

12 
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e&r ~I' . Oil.\ "ltr I 

• •ron~• I" 'llldO to , . .,, ... lot .~ .. or :.QY&.Jll r o, 

• 
l 4iJ I U:". U t "l. t llt.t t~.e r , H~ i 8 ll'.c H thia ClUll ~ l')' 
t,• !'r?e•n. . -

or :1ur \nio~~~l on th1 qYoet lou of t~e Cr•••Lnc 
J! ar,enU:~e au ete 1c t.\h o:11mt rr \ ne l udi :J;; t he 
'lid t.- lcl b; t ho J.r , tmt\oo C.•ntn l ank <~.ad t~ other 

dollar uaotl held In \.h\1 eoMtJ'! b7 t r ; oo t tna a."td 
~ .. 1r nat\ mat. , hu boeR a."'d s t\ ll h t.l.e •!lbjeot oi 
~ref .U O"J11.8l~ or..t l.~n by t he hte b.lld Tr ouill"Y • ­
pa r t.»nt a. 

Al th1111l,!.h thert aro o 'c:out n o.#one for t he t r .. alna 
of llr t;ent l na on OOI'n•llli1C u r hro 1;r ?uud.a ainco Ar;;ent \ na 
lei n c:o;:n \ud u th4l bt.llo fNa whl oh the .uh o.;~Mucte 
i t• f l nanolal o,eratlona tbl'oue~~ut the •••tarn ·~~:there, 
y~u wll l a-rroclat e t hat t here are ~?rtt~t p?ll~\ 
c~~• iderat~ ,na inY?lYed in any •uGh aot1on t1 t~la 
;OYern:atnt. :;bee t h1 nal\lat\on nf th••• ??1~ tiul 
oo"'lalllention.t ll t bc rupgDo~lbilltJ of the tate 
, o;~a.:obent, I ban r u unci S'~ IJ' let~er t, t he oore­
t&17 ot ~tah {llr t.le ~nn.lderltt Jfto 

l a, pr oelate 70~ latereat l n ~hi• a~ter ~d 
will U.p T"U in! Jraaed ot atrJ d.,.e:o~nt• tn co:~nect 
thorcnr1 th. 

~n. A. c. $eh1f flor 

J • ..nuB!Uauor 
ll/1?./43 
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· ccre~ar, Uorgentbaa 

luuuiJ lph Paul 

There la at t ached & lttt 11r !r·ua Conr.reu iii&A 
A. c. ::.ohHtl.,. •~~U••tlnt; t ha t th• .tr centt:le golu 
ln th11 oouatl'1 ba fro .. a . 

There l a &lao &tt&ohed a propoaod re~ly to 
Con..ronan ::olJ.!!ler, tor othtr ttHh a .=::10ran!i~ 
to the ~.crat&J'1 of 3tate tranaul t tlnr, the l atter 
and propoead rcpl r f or ~1l 1 Cl>nalderatlon. 

uaala .... "·~'··· 

!tta~ta. 
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'i.C : 
~ . ''th 

~ c;.;: ll!BA.~SY, ~h'UlelC!HG 

Secret<tr; <>! State 1 7:a$h1ngton 
Deco...ber 14, 1943 
2404 

~·h s n:cssnge concerns Revet·se I.end-Leau , 

.e o.re advised by tllP Foreign Offi ce that if the Amorican GoverrnYmt 
l" aeruenb1e 1 Dr . Soong would like to aign a Reverse Lend- Lease agreement 
L~ chunzkin•· in t he t erms or the draft note !!hieh waa onclosod W!. th De-
- ..r• cnt 1a ::.311 instrcction nUlllber 250, cl&\\ed J.:arch 1?, 194J , A copy ol 
th:.o ins~ruction (J;e;>arUllent•s nu"lbcr 63? dated J:ay 191 1943) Wa$ 1n:o~ 
(~) on ~ 15 to Dr. Soong by !:r • .lcheson in l.aabington, ~ ac!mtttrledge­
'nt ~! 'uch note should, I assu..,., be alan;: the lines ol encloslll'e n~r 2 

~o t.l'.~ De':el't .ent 1 s r ail instruction Wlder rctu- nee with the !cllcwii~& 
c.'anses i n phr:t.seol oG)': beginning of paragraph t1101 " I n reply I am 
instructed by m::1 Govern:lent to in!orJ!l you•; also tinal substantive para­
<Tanh: •This !ur~her inte&ration -;;-"-·• gives groat satisfaction to the 
: ov .. ·n .f'"nt o£ tho ., . s .n 

AJ.I.hougit t is sesture does not neceasariJ.y r.toan that tt.o Govern""nt 
or China intends to iJIIpl ement tho firumcio1 or oviainn of the note in a 
r..,nnor •nti~fnctocy to us, at least i t 1nya tho ground otork ror futlll'e 
•.i' ocuasions which muot t oll01r on that subject and ! or possible appropriate 
su ,,1cmont4l aereements lookinc to the J,rOvicling of desir ed financial 
ser vices to our Gov, rnmental. establi!lhMOn. s and to ~ur armed rorces. 
<indl,.v cable i na tru ctions , 

(<>) ,..,,aront ocd.ssion 

~rs : copy 
12-1~3 

Distributed to 1 Secretary (Ur, Fri edman); J.lr . Co ,;, Bell (l.!r . Dietrich) l 
•··· · Paul ; t~ • . 1hi te (J.!r , Friedo£nn-Orig.); U' . Lu.'<!ord; l . .r. Friedman: 
'~r . Dif:'tr1chJ 1~ . E. ~. Bernstein a Mr. Tey'lor; Jir. l1'ess . 

From l!iss £ , Hynes - Rm . 225 
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BRI1' I.2.!i.J.:OST SECRET 
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OFTEL 408 

COPY NO.~ 

l . 

Information r eceived up to 10 A. M, 14th Dec . r 4 3, 

NAVAL 

One of H . ~. Destroyers and one U,S , Destroyer sank 
a U- boat off llougie yesterday where two of H, l.!. Destroyers had 
previously been torpedoed and sunk; 45 ~risoners taken, On 
12th a1rcraft from a u.s , Escort Carrier supporting an outward 
~ .~ . convoy in Mid- Atlantic sank a U- bo.:tt and took 46 prisoners . 
Yest~rcay a Liberator ma~e a promisin attack on a U- boat in the 
ik.)' of BlScay . 

2 . /!ILITARY 

Italy to noon l }th , Bad weather continues on 8th Army front 
where enemy counter- attacks ac,ainst the !.!oro bridgehead were 
repulsed with fur ther losses and a nur1ber of German to nits 
destroyed . On 5th Army f r ont patrolling only , 

3 AIR OPERATIONS 

Western Front , 1 3th, . 706 U. s . bo.~bcrs uere s ent out escorted 

80 

by 24 squadrons of u.s . fighters . Of 186 escorted Fortresses 
sent to BrerJen 174 attacked the object1 ve droppint 419 tons . 
Of 520 escorted Fortresses and Liberators seat to Kiel 352 at&acked 
dropping 833 tons , while 114 dropped 2?8 &ons at Hamburg. In 
all cases results trere unobserved owing to extensive cloud . 
5 bo~bers and 2 fighters =dssing . 192 escorted :arauders 
{2 lllissing) out of 2.18 s ent out attacked Schipol aJ.rfl.eld dropping 
337 tons with fair to good results . A rW 200 operating from 
Bordeaux crashed at Li merick (Southern Ireland) crew believed &o 
I! ave baled out . 

OPTEL llo . 407 not s .nt to \/ashin•ton. 
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GROUP 

?rese11l : Mr. Be.Ll 
l.!r . Wnite 
!lao. Sullivan 
l.lr . 0' GonneJ.1 
I.tr. Thompson 
!.lr. Gas ton 
Mr. Paul 
Mr. Smith 
Mrs . iO.otz 

December 1&, 1~43 
\1 :30 a . ru. 

rl • .M. JR: Paul nas to appear tnis morning? 

MR. O' CONNELL: He is appearing this morning. You 
see, yesterday the Joint Staff made a statement before 
the Committee WhlCh was reported 1n t he papers last night, 
and as I understand it, IM' . Paul is going to appear, at 
the invitation of the Co~~ittee , to make a r eply. 

H.M. JR: Is he going to get it into the papers? 

Yh. O' CONNELL: I am sure he will . I think t hat 
everything that goes on in these Executi~Sessions gets 
into the papers. 

H. ~. JR : I wonder if he has made any preparation? 

MR. O' COt&kLL: Yes, they worked late last night. 

Mit, .,,.J.;h; 'l'hey ar e running it u~st..irs, IUid four 
hundred extra, but I don'i think anyth1ng has been done 
about seeing it is distributed . 

MR. 0' CONNELL: I think he was planning to take 
f ifty copies with him to the Hill, and ut the end of each 
t:xeoutive .Session the ne.,.epapermen llre given the report 
more or less v~rbatim . 
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H .~.JR: Did they arrange wit h you upstairs? 

J,tR. SMITH: Yes. They are runni ng it upstairs. 

tl.M.JR: About giving it out? 

1/u{, .st•11'1i: No, it hasn' t been arranged to give it 
out upstairs . 

UR. B~LL : he can't give i t out, can he? l t is 
Executi ve Sessi on, therefore he can't give a statement, 

ur •• O ' UJNN~LL : Tne one given yest erdAy in ~xecutive 
Session ~as certainly gi ven out . 

MR. BeLL: Some Senator gave i t out . 

11h. 0 ' CONNELL: Tnen we can do i t that way. 

Mh. r;A::;•;u~ : The purpose of t he llxecuti ve ::>ession ia 
t hAt t he Senators and Mpresentatives can tell their story 
wi thout cont radiction. 

MR. 0 ' CUNHELL: And wit hout ita being reported. 

H,M.JR: Were you present yes terday when ~alter Lipmann 
came down? 

lollt. GAS'l\JN : !.!onday. 

rt .M.JR: How did that go? 

!An. GAS'l\JN: Pretty well. i>lr. Paul ns in t here a 
lit t l e vhil e and he had to ! eave, and I had qui t e a long 
t alk wi th ~alter. 

(lo!r. P~~oul entered the conference. ) 

ii, J,I . J H: l'aul , have you gotten word about this four 
o'clock meeting? 

~. PAUL: I tnougnt i t was four-thirty. 
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MR. O' CONNELL: Four o' clock , 

H. Y .. JR: I want you and Joe t o go with me, see? 

!.lli. PAUL: All right . 

H.U.JR: Joe will have to get something ready for us. 

Uk. PAUL: Then you and Joe will take ca1"e of it? 

n •• :. J'rl : Yes . dave you got any ideas ? 

!iR. PAUL: Well, I t hink i t is a question of organiz­
ing as much material fo r the newspapers as possible, and -
more important - organizi.ng specific material for t he 
Senators , because it is going to be a big Floor fight; 
an rl thi rd, i t i s a question or lobbying ll"i tn t he Senat ors. 
The issue s - we are a!l right on those . 

H •• ~ . JR : This statement that you are giving this 
morning, are you going to see it gets to the papers ? 

M& PAUL: 'Xes, sure. It is being mimeographed now, 
1t won' t be done until about ten- thii·t y. we were here 
last night until about twelve, 

H .~. JR : I see. You ~orked it out upstai rs? 

!!h. l'aUL: Oh, yes; Mrs . :.lannon is working it out. 

H.u. JR: O. K. I wish you luck. 

!£,, PAUL: I need it this morn ing. 

{Mr. Pa~l !eft the conference. ) 

MJ~. GASTON : 'X ou say it went ail r ight ~ith Walter? 

MR. GASTuN : Yea; I asked Randolph to send fo r Wa!ter 
because I didn ' t have very much excuse to pull him back 
myself. I thought that it might help a little bit. So 
we saw him together, and then Randolph had to leave and 
! had quite a talk wi th him. 
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He doesn't think there is very much chance of our 
getting anything further, but he thinks we ought to keep 
plugging along at it . he is goi ng to suggest a return 
to the spendings tax. 
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H.!.I . JR: Well, is anybody responsible for this wonderful 
eoitorial in today' s Washington Post, called "Today's 
Profiteers"? 

llk. 0 ' CO!lN!il.L: I read it but I am not r esponsible 
l'or it. That is the sort of thing we need a lot more of . 

H.x. JR: (vver ihone) If Wr. Eu$ene Ueyer is up 
and ar ound, I would ike t o talk to h1m. 

Mk. ~LLlV~: Did you read David Lawrence last night ? 

1!, !11 . Jlt: No. 

I.{J(, ::iULJ.IVAN : I t is just as good, on the same subjeotJ 
in ract , a little better. 

H.M.JR: I wonder who is doing t he work, because we 
are not. 

!.ffi. 0 ' OONNELL: I don• t .a~ ow. '*' have never had a 
better case . It may be t nat these things are cases of 
people 'llho honestly realize, on the record ana on i ts 
mer1ta--

liR. llhLL: I think the Post has been very good 
!ate!y picking up current diiCuial.ons of' this kind. They 
picked up this McKellar thing rapping the dureau of the ~ 
~uoget . I have anidea is i t Alan ~arth . He is over 
there, ana he underatandithis sort of t hing. 

li . ld. JR: ~rell, it takes a !ot of courage for Meyer 
to do a tning like that. 

Mh. 0 ' OONNJ::LL: One small point, and that is the 
editorial gives t he Ways and Means credit for something 
i t isn't entitled to, because Ways and Weans ~lao opens 
~11 these cases. 
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H. M. JR: Have we any examples in Procurement at all, 
an approach, for instance, to the thing - this .lxle 
~ompany? 

Mh. beLL: Timken Bearings? 

H, t.: , JR: Yea; for instance, ~>e n~tven ' t been able to 
place any contracts because they are asking too high a 
price. 

!.!h. ::.'ULLIVAN : I know of nothing. 

Yn. O'(;(XiNli.LL: We are not in this field, llr . Secretary. 
We buy or dinary stuff. 

(The Secretary held a telephone conversation with 
Mr. ~ugene Meyer.) 

MR. SULLIVAN: He isn't as strong for this as t he 
fellow vho wrote it, 

!&h. Gi:>"''UN: lie didn ' t know very much about it. 
The! have got a pretty good man there - that man ~lliston . 
lie 1s a smart fellow. 

H. l.l. JR: Knowing his background, i t is an amazing 
editorial. 

w-, GASTON: Yes. He ll&s gone along wi th a lot of 
good stuff in the ! &at few montns . 

h. IJ..JR: I mee.n,i!the New York Times would do what 
Eugene L!eyer is doing - Eugene t!eyer is growing in stature 
every day, in m:t opinion. The New York Times is shrinking 
every day. 

MR. GASTON: Speaking about New York, the l:lerald 
Tribune is making the Times look pretty mnall. The Tribune 
has a far broa~er gauge and more liberal editorial policy 
than the New York Times, now • 

• 
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H,M.JR: Well, thePe is nothing I can use out of 
Proourement . I'm going t o !lave to rely on the War 
Department for their stuff? 

MR. SULLIVAN: Tha-t is right. 

'MR. O' CCI'lNELL: They han got plenty of lurid stories 
and we don ' t have. It is not the fault of Procurement, 

Mh. ~LLIVAN: ie are not in t he field where that 
sort of thing happens . 

H.1:. JR: All right. You might, just ror me, ca!l up 
Uene ral F. E.Lowe ~d ask him - I woulo like to know whether 
they had been able to let the contract with Timken at 
Timken ' s price, or did they go elsewhere . And ~en Mr. 
Patterson comes over this afternoon, will ne nave that 
and other cases as bad as t hat, you see? 

They just took Timken because Timken complained, 
but t here must be others like i t , 

!All, SU LLIVAll : Tnia is on bearings. 

rt . ~.JR: AXl es . Two ditferent companies • 

.141<. o•co:.ht:LL: The same company. 

h.~.JR: This is t he four- ton and six- ton truck. 

WH. GASTON : lsn' t i t Timken-Detroi t ? It is a separate 
corporation . 

M.a. St.IITll: Timken beari ng ia i n Ohio. 

H.M.JR: I thought they were separate companies. 

UJi . GASTON : I think they are interlocked, but 
separate corporations . 

H .~.JR : The one we are talKing about is t he Axle 
Company. 
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MR. O' CONNELL: It is the major axle producer in 
the United States, much bigger than any other company. 
It may even produce the maJority of them all. 

. MR. GASTON : The Timken Bearing Company of Canton, 
Ohio i e the parent company. 

H.M. JR: If anybody doesn't know it, they were esking 
for a profit of around seventy- four million dollars, and 
under renegotiation they wou!d have let it for thirty-four 
million, roughly, and Timken practically told the ~•r 
Deparbnent to go jump in the Potomac. They would either 
pay them seventy- four million dollars or they wouldn' t 
play. Incidantally, in this Timken thing they don ' t do 
anything but supply the know-how to another company called 
the Standard Steel , who are going to make them. They 
absolut ely do nothing. 

I.!R, 0 ' CONNELL : They made the contract and sublet it . 

H.M. JR: I t is the darndest thing you ever saw. Do 
I have it about right? 

MR. O'CONNELL: Yea. The one thing I don ' t know is 
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who owns the sub- contract . I think it is a subai dia.ry 
of Timken, because the Chairman of the Board of Timken, 
Rockwell, is also Chairman of the Board of the sub-cont ractor. 

i B.M.JR: You might ask about it. An~ay, What 
happened yesterday is, Patteraon called me up after I bad 
spoken to Greenbaum and said he wanted me in on it. He 
said, "Yoha t do you think of getting B,yrnes in on it? " 

I said, "That is up to you. • 

So he called B,yrnee, and Byrnes said he did want to 
get in on it, and would Patterson please call all of us 
to meet at Byrnes ' office at four this aft ernoon. So 
the thing was l ike a subsid¥ newspaper ; it was going by the 
board because nobooy was doing anything about it. 

I don ' t know whether they can do anything on this, 
but at l east they will try. 
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YR. O'CONNELL: They will never have a better caee 
to do anrthing on . 

H.M.JR: I will see you later after lunch. 

MR. SULLIVAN: Incidentally, Mr. Secretary, we had a 
meeting at three o'clock--a two- t hirty meeting on contract 
t ermination that Bob McConnell, Joe, and I all should 
attend. 

H .~ . JR: That is all right. Let Cliff l.!ack a.nd hie 
man came just the same , 

J.IR. SULLIVAN: Then if they are atilJ. going lfhen we 
come back, we can get in on it. 

H.II . JR: It won't be going long. 

MR. O' COONELL: May I make a suggestion? I don ' t 
think it is necessary for three or four of us to go to 
Hancock' • meeting. Had I had my way and not even had any 
other appointmant, I would have augguted that you and 
maybe Lynch, who baa been working closely with ~cConnell, 
or ~cConnell,should go to the Hancock meeting, because I 
have been trying to avoid continually going to those 
meetings. So I can come to your meeting at three o'clock 
if you n.n t me to. 

H .~.JR: All right, but I am going to keep the three 
o'clock meeting. 

YR. THOMPSON: I am all ready for the ten o'clock 
meeting . I have a statement; that is all. 

MR. BELL: I have some papers to be signed if I may, 
any time r ight aft er this meeting or after the ten o'clock. 

H,I.! . JR: All right. 

MR. WHITE: I have nothing. Ia there any bank that 
owna Dow-Jones or strongly influencee it? The reason I 
am aaking ia, tbe Wall street Journal ie becoming very 
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Ter'f Tigorous in its attacks on our monetary program.a. 
Did you see the last editorial in which it ended up by 
sa'fing that if there is an international monetary con­
ference here there will be nobody there who knows anything 
about the subj ect? It will be used only to disguise our 
ignorance. 

I know Dow-Jones owns it and I think there is some 
tie-up between one of the ban~s Leon Fraser is connected 
wi th and Dow- Jones. I was wondering ~ether anybody knew. 

~. GASTON: I can find out for 'fOU, Harry. Maybe 
you and I had better see Casey Hogate and Henry Gri3es. 

B.l.l. JR: Kr. White, are you suggesting that we bring 
pressure to bear on the Wall Street Journal through one 
of the banks? 

MR. WHITE: No, no, I don't think they would descend 
to &n'fthing of that character . 

H.U.JR: Who would descend? 

MR. WHITE: I don't think that the bankers would 
descend or the Wall Street Journal would descend. 

H.~.JR: But I mean if Yr. ihite would descend to our 
bringing pressure on the bank to take off the pressure on 
the Wall Street Journal~ 

WR 'ftl!ITE: I dido • t think ours would be in the nature 
of prea;ure; it would be more in the nature of a kick in 
the pants if we could administer it . 

H.l!. JR: Hanry the lolorgue didn' t complain about hi a 
publicity in Time .Magazine. 

MR. WHITE: I don't know what you are referring to. 

H.loi.JR: Did you see it last week--all about yourself 
in Time .Magazine. 
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MR. WHITE: I saw one a couple weeks ago with my 
picture in it . Oh, yesA I brought it home and showed i t 
to my family and said, See what a big boy I am. " {Laughter) 

H.M. JR: I don't know whether Casey Hogate will do 
you any good; but if Mr. Gaston will assis t you--

YR. V.HITE: It is not personal; it is against the 
monetary proposals. 

H.M.Jn: But all you are suggesting, Yr. ibite, is 
that we find out if they have any outstanding bank loans 
or aanething of that kind. Tnen we go to Preston Delano 
and have them examine the bank. 

lffi. WHITE : Or their income taxes. (Laughter) 

H.M. JR: Now, this is ~our Standard and Poor's, page 
three hundred twenty-five, Air Forced Supplies Taken : 
A checkup reveals that the surplus goods and materials 
cataloged for sale by the Army Air Force Depot at Memphis, 
Tennessee, noted in t he Outlook of November 29, has been 
promptly claimed by another procurement agency. In 
addition, the Treasury Department contends that it alone 
has the right t o dispose of Army surpluses , and that the 
Army posts offerin~ such mili tary property for sale are 
violating the law. 

MR. SULLIVAN : No, ~e never maintained that. 

H.~.JR : Tell Cliff Mack when he comes at three I 
~ant a good answer to t hat. 

MR. SULLIVAN: The Army comes in with a lot of stuff 
and Cliff t ells them what other part of the Army he has 
been looking for . 

H.M.JR: Anyway, I want an answer. 

This came thr ough the mail, a bond to Mrs . Morge~thau ; 
it is very peculiar. Handle it . (Hands lett er conta1ning 
bond to l.!ra. Klotz. ) 

MR. BELL: We have one that was mailed to ;you and we 
asked the gentleman what it is intended to represent, and 
he won ' t answer the letter. 
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~IRS . KLOTZ: I turned them over to Mr, Bell, aa a 
matter of fact . We will enter it. 

MR. BELL: It may be Lbe same man, Mrs. Kl otz. 

H.Y. JR: He is a she, 

Well, I never thought I would see the day when Harry 
V.hi te wanted to bring pressure on a bank to bring pressure, 
but be is learning. 

WR. WRITE: Merely to make tbam see the !ight . 

MR. BELL: Merely educational with you? 

MR. O ' C~~LL: I don ' t ~hink he has been readin& 
the Wall Street Journal editorials consistently, because 
I have t hought for years they were in sad contrast to the 
news articles , He always insisted that the office boy 
wrote the editorial page. 

MR. WHITE : It is still true, The news articles 
are still good, but the editorial policy is--

MR. GAST<ll : Wha t is the name of our man who used 
to do publicity for Johnny Hanes when he was on the Wall 
Street Journal, you know, the one that edited Barron~ 
f or a whlle after the war'l I think he wri tes editorals 
for the Journal. 

UR. BELL: He used to write signed articles. 

H.Y. JR: I love the way you put it. Ia it not Grimes? 

UR. GASTON: No, no. 

MR. 0 ' COO NELL: Kilgore? 

MR. GAST<ll : Yes, Barney Kilgore. 

H .M. JR: Well, if you want to help Harry and help 
the plan, I will appreciate it . 

Are you all r ight? 
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YR. O' COONEIJ..: There ia one thing I wanted to 
mention. Mr. Paul told me thi s morning that Senator 
Berkley spoke to him at the end of t he session yesterday 
about the proposal to reduce the years in which liquor 
can be held in bond. I t hought maybe he had spoken to you 
earlier than that. 
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He expressed a great deal of interest and more than 
alight opposition to t he suggestion that we change the 
rule so as to force the stuff out of bond more ~uickly, 
making the more or l ess orthodox argument that ~t would 
make a difficult financial problem f or the small distillers •• 
and would be higbly unfair , and so forth. I thought that 
you ought to know. 

B.loi.JR: The distillers will have their day in court. 

MR. O'CONNELL: That is all . 

MR. SULLIVAN : We couldn' t get hold of Bowles for 
today; be was tied up on subsidies . I have an appointment 
wi tn him at eleven tomorrow 1norning. 

MR. SMITH: I have nothing. 

H,loi. JR: Herbert? 

YR. GASTON : I have nothing special . Time was ~lanning 
on sort of a special edition next week. ~hQY ~~~ go1ng 
into taxes, saong other things . I had q~te a long talk 
with Uike Griffin. 

H.K.JR: Well, I want the ten o' clock meeting, every­
body. I want you two (Thompson and Bell) and Geston. 
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Dec . 15, 1948 
l(r.Paul 
!lr. O'Connell 

Secretary Morgenthau 

After I lett the meeting I t alked to Jim Forrestal 
about the publicity, and he said that he waa handling 
the publicity, and he was responsible not only for the 
Washington Post editorial this morning, but also for the 
article l ast night by Dave Lawrence. He said that he 
would see the various columnists . 

Forrestal then asked me, ~at about the cut-ott 
data?" I said, -well, it we could get a settlement on 
the baaia of letting the present law stand until January 1, 
1945, and have nothing retroactive, I would consider that 
a pretty good settlement." He thought that waa a very 
good idea. 

I didn't commit =1aelt, but I would like to discuss 
it with you two gentlemen t omorrow • . -;...,,;...,(._/ 

• . " 
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c trntor: 

. Jr: 

Jr : 

-: .. J !': 

.. . Jr: 

·--: Jr: 

- .:r: 

.. Jr: 

'i Jr: 

Hello. 

l~r . l·l eyer. 

Hello . 

Hello . 

,:Ugene? 

ho"' are you? 

December 15, 19~3 
9 :40 a . m. 

.ell , I . VP been hevtn.., the nu the last t•·o or 
ti1ree ~ays , Henry. 

l 111 sorry. 

1 1 ':1 n:>t t erribly slc% •·lth lt , bu t I' m l:e;plng 
D• ·ay fro"J ro:; f r lPnd& I!F t> fr4rndly !:;es ture . 

I see . .. ell 

!lu t I can 'tal k on th .. teleohone ·· 1 thou t f ear of 
conto111natlon , I think . 

· :n1 ch ·,:ay? 

Ah - nu-~'i se . 

(Laughs) I eee . 

I 1 "' !'Ur ! I couldn 1 t 'lre t pncl to e pa~ other viee . 

I callec U? to conzr otulate you on tha t ~d~torlal 
called •war ? roflteer•" today . 

Oh , I see. 

I t h i nk 1 t 1 s s.rell . 

·1; e11 , (laueh s l I- I ho.,e it ' e right . 
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•· ell , I think 1t 1 e right , rnd >•e 1 r e r::oi n{;' t o fi r;ht 
a>~ful har d to - on - o l ong the vPr y lines - the 
th r ee ~oin t e that ar t nointed.out i n the ed1toricl. 

.• 
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. Jr: 

... Jr : 

Jr: 

. Jr : 

--~.Jr : 

-~.Jr : 

95 
- 2 -

·.el l, the - 1 t' s e co:t.,l l ca ted £1 tun tlon . 

Yeah . 

You 've .::o t to havP cooe defi ni t eness a t - a t 
eome ool n t . 

Ri~;nt . ',/ell , t he ·,·ay they ' r•e going u., ther e no~: -
I mean - tha t - they ' r" {lOlnc - t hey 're s•,t1n€_1nt; 
• ., fa r t:> thP rit;h t that the rPsul t •··ill be - t h e 
~ndulum ,-ill !'>~in~ Prual ty fa r to t hP l ef t . 

Th'! - I C.on ' t thinl• t'l• t thl't •·as ···llet '.11l£on 
~ U>lkin_ 'COUt •o ".\UCh. 

o - n:> - no - th1e 1• eo-:~ethinc Plte a.,aln. 

Y4 c. (:.euc hs) I t t.ou:-h t our a~.,llol'tlon of' this 
.,~r ticu:ar sl:ut~tl~n t:.- to 11F""'n 1 ~ re::.ari:e 

.• 

.. frn ' t ,.uit:e eecurate . 

i:o . I con ' t thin} Ao . 

An - t hey- he - those ?~ool~ nre t hin~in~ ~oll tically . 

':.'P.l l, e.ny·,·ay , I .)u•t cnlled uo to congr a t ul ate you , 
end i f --in th~ npx t cou~l• or day~ •:;e may a·~- fo r 
r.ome mor e . hel 'P · 

All ri!;h t . ·ell , ou c11n call our t oye u.., e ny time . 
I ' 11 - I thlrM I ' 11 e ,. ll'J ThureGDy end Frldey 
""Orning. 

Call u~ lour editor? 

· ~1 ,_ , :;e~ - ~"'tt l1 - :rou e~n el'"BYE r-all u"l =:!.11 ston 
i n -:.y cbsenc e . 

And eubnit you r i deas. l.e con ' t :;>r oml se , you \:now. 

No - no - no . ':.'el l , this ls .... 

You know that . 

t:o , I ' m - I' !ll no t- my onl y JU l' 10~P today waF t o 
cel l u •> to slly "Co ncr~ t ula tions". 
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': .Jr: 

.. .. Jr : 

..... .. .. 
" . 

~1.Jr : 

. . 
·.: Jr: 

. ' 
. Jr: 
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·/ell , thEt's - -.h,. t's- I 8??t'ec1ate i t , Henry . 

I'r.t not e~klng 

t - I kno1·· I el>~aye t thl' crl l s "hen .. e ' r e 
wrong , I l:now, and th ~refor~ I a,.,rPcia te 1 t 
;:hen 1 t - Hhen .,~ ' r e - ···h~n :l'lU 11/:e 1 t . 

•11 , · · o l il:e t h1e . 

Citay . 

Thanl;. :,,-ou . 

··O" - h~llo? 

"l s . 

She ' ~ c~~in: ~long ~1ne . 

ell , ! ' m 111r,h ty la<1 to h&ar that . 

Oh , I ' m - I ' 11 o• ~11 r1 ~ht in o day o r so . 

Righ t . 

G~od-bye . 

Good- bye . 

: .. ,.r ry Chrl~t::lss . 

Same to you. 
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D~~ERh~S (General Hershey) 

Present: Mr . Bell 
General Jiershe;y 
l.lr . Gaston 
J.!r . Thompson 
J.!r . V.ilson 

December 1~, 1943 
10:00 a.m. 

li . l!. JR: General, we w .. nted a H ttle educat i on, 
now that we have t he responsibility of this business -
eighty-five tnousand employees, I think. We try to 
go along, but the thing that has been bothering me 
is the confusion, particularly on the pre-Pearl Harbor 
fathers , a man wno had a child before Pearl Harbor. 
And it seemed to us here that the Hoards were going right 
ahead and drafting these fellows as though there we re a 
particular drive on them - I don 't know. I t seemed like 
a sort of double-crossing on t he part of some of these 
boya. 

I woncered if, juat for our own information and 
education, you wouldn't tell ua what happened before 
you were on your own, so to speak, and what you want to 
do now. 

GEN . l!ERS!iEY: .Ul right, sir. 

I think one thing I ought to differentiate very 
early, and that is the United ~t11tes as an employer, 
and the United Sta tea in the l.lra.rt tsoard . Now the United 
States as an employer is bound b;y Public 23, which ia 
known as the Lodge Maybank Act . The Lodge Maybank Act is 
a peculiar act because it enacts into law an txecutive 
Order. The Bell&lllf t;ommittee wnich ?Ia& appointed a ;year 
ago, now, perhaps, made certain reCOIIllllendations t o the 
President. ne issued an hecuthe Order wnict., am.ong 
other tni ngs, aeni ed the r ight of a Feaeral employee to 
ask for nis own occupational deferment. 
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Now, that is the basic fac t thnt I tnink we have to 
re:nember . 

li .::,. JR: You fell ows know this 7 

1M. THOI.i.PSON: Yes. 

h.J .JR: I don't. 

98 

Gl~ . iill:lSlieY.: That prohibited the local Board .• 
fro01 gi ving a man a deferment, occupationally, if he 
worked for the Goverrunent unless it was asked for by the 
Government . Now, however, we haven' t been quite that 
good. 

I have twenty- six tnouaand cases where we nave given 
deferment illegally because the Hoards chose to defer 
people who were fatners . That ia one of the things I 
have to fight on the other hand . 

H. \\,JR: You have twenty-six thousand where the 
board acted on its own, illegally? 

G.C::i , l:i£RS!it.Y: They felt it was a misunderstanding. 

!tlh. TiiJJ.U>.j)lf : There are a hundred of thos e in the 
Treasury. 

ll • ..;. JR: Now? 

&Ln. .. IL:DN : \~e had two hunored at one time. We 
told the boys to cancel them. We ~ve that do~ to one 
hundred and nineteen. 

GEN • .tiERSiiEY: You ar·e likely to see it go up be­
cause we are getting in t he fathers , and soa~e of the Boards 
will choose to defer some of these fathers rather than take 

them, even though they were not asked for , because they 
think they ought to stay. 

H.M. JR: Do you mind going ahead wi th the l aw business? 
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G~~ . HERSri1Y : Then the Presi dent issued an order 
w •• ich said, first , that any man who Y1orks for the Govern­
ment wno is on a replacement schedule is exempt f rom the 
provisions of the hxecuti ve Order. 

h.11. JR: Say tnat again, pl ease. 

Gl!i . hl.RShl.Y: Any man who works for the Government 
~ho is on a replacement schedule; t hat is, i f a Govern­
mental agency makes a repl acement schedule, t hey evade -
I don't want to llSe t he word "evade" - t ney comply with 
the President ial order ~ithout t he necessity of neg~tiat­
i ng wi th the Central Deferment Commit tee. 

ri .~. JR : I don ' t unoerstbDd t hat. 

GJ:.N • • ttrtStiliY: For. instance, l et• a take the Treasury 
Depa1•tment; supposing you, with your thous.e.nds and thOu­
sands of employees should set up a replacement schedule, 
a schedule which li~ted tnese people, we would nave to 
designate a ::>tate direotor to negotiat e ?lith. 

Now, in our present operati on, if you had pre-Pearl 
Harbor fat hers who were doing a reasonable j ob - now we 
would nave to decide where, oecause t here would be cer­
tain j obs we coul dn't permit- but any job th4 t is a 
reasonable job assisting t he war effort, you would be 
all owed to out t hose over s ix months . That is where 
the Government is dragged across toe barrel. 

l.lh. ' .. ILSOi'h We don 1 t have replacement schedules in 
the Treasury. Tnat would mean you woula lose a certain 
number every six months, tnat you are sure to l ose them. 

GUI . HERSHEY: It was a means of getting an orderly 
replacement. .l:lut at t he present time you are much 
bet ter off with a replacement schedule because that is 
one v:e.y we caD give you tne men over six months vmo are 
fat hers , whereas, i f you· had to defend them as key 
jobs - here is the thing you are up against without 
t he replacement schedule. 
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You have to get the Central Deferment Board which, 
mind you, now operates under the Manpower Commission, 
not to give deferments , but to give you perm .saion to 
ask for deferments . 

H.M. JR: 1 still oon't ge t it, and I will nave to 
keep saying so. The best cases ~e will ever have are 
engravers over at tne Bureau of Engraving. 

GtN . ReRSHlY : They wouldn' t put t hose on as 
key jobs 'l 

UR. ~IL9J.~ : They will, I am sure. 

Gl:.r\ , !iJ::RSrllY: uave they? 

!.!h. V;ILS)N : I t is pending. 

GJ:N . HJ:.RSI!E'Y: You see, flhi le it is pending you 
can ' t ask for t hem until the Central Review Commit tee--

JU( , WILSOI'I: VIe ~et them through the lteview Gommi. ttee 
very quickly and go r1ght to the Draft ~oarda , every day. 

Gl!.ll , EhRSHJ::Y: Will the Draft Bourds turn them oo?lll? 

lfi\. -.. IL~N : They go along with them. 

Gl:N , ill.:iS:·l.:.'Y : ftbere the pinch nere is, is trying 
t o get your right t o ask for t hem cleared. 

li .M.JR: I don ' t tnlnk you fellows unaerstand it . 

MR. ~tiLSON : Oh, yes . 

}.L( , BhLL: If they are on this Replacement Commi ttee 
are they automatically deferred? 

GhN . HtRSHL~ : No, it nas to be negotiated, but 
we do not have to comply with the key position l aw on 
replace~ent schedule. 
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UR, BELL: You have to negotiate each schedule 
but not each case? 

GJ::N . m.nSHJ:.Y: No, because normaJ.ly, if you nego­
tiate the schedule, if it is a reasonabl e schedule, the 
lootil Boards go along. 

Now, of course, wi th indust ry we f i nd t hey get 
stinger cases in and the locdl Board won't go along. 
but t hat is rather unu.aual , 

n.~.JR: Sup"Oosing we hue, !or six montils, ~>.J·ee 

engravers who have been deferred at our request. Now 
tnat s ix months expir~s; then what happens? 

G!!.!'f . HERSH.I:.Y : lf you have permission from the 
Central Board to ask in the firs t place, you go back and 
ask ag1un. · 

.l . >i . Jtt : Have 11e p~rmisaion? I h&.ve never heard of 
it. 

MR. T~uu.PSON: Oh, yes . 

GliN. IU\.k.Siif:Y: It is J.ll·. Barnett . It is known as 
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the Presidential board, but serves under the Chairman of 
the War Manpower Commission and occupies the same position 
to the Government as the Standard Oil Company' s Review 
&card occupies to the Standard vil Company in deciding 
wnat the Standard vil Company will ask for. 

H.M.JR: Is this the lloard tnat Ickes kicked so 
about? 

GtN . ll£RSI!EY: Exactly, . 

li ,!.l ,JR : Now I am getting it! (Laughter) 

Gill , hl;HSHEY: I have got quite ~ .little re ,l ect ion 
~ £ tnat , but I have nothing t o oo ~ith it . 

li • .t. JR: 1t is supposed to be done in the name of 
the !'resident. 
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GDl, hlRSHBY: ~es , decide what the Government will 
ask ror, not 1tilat it wi.U get . 

/.L,, GAS'I..JN : The Government as an employer . 

n . . .. JR: Let ' s sturt anel'l , IJ' 1 unt to get six 
ent;,·avers deferred and the local Dr11.t't boards say no , and 
I want to appeal it, then it goes before this? 

Mii.. GAST0N : No, u go to that Board first to ask 
tneir permission to ask toe loc~l Lraft board to aefer 
toese people . 

GEN . JL:.h.S!I t.h Tuere are three ways of getting 
those engravers deterred : First, if the7 are put on toe 
key position list in your establishment by that Eoard, 
tr.en you can aslC for them; then it' you go and say that 
.. ltuou~h tney are not key position~, t11ey are such un­
usuul types of' peo~le t hat we can't get them any other 
way, they can apec1fic11lly give you permission to ask 
for t hem; third, if you set up 11 replacement schedule 
for your money printing place, then you I'IOuld negotiat e 
v.ith Leahy in tol'ln here, the local Director, on v.hcm you 
would let go over six months and •nanyou "oula let go 
on the fifth and rourth month. 

li. ~~. JR : Is that woat you c~oll a replacement'( .,e 
cion• t have one? 

!.!h.. 11ILSOO: 
months , t hat way. 

No, sir. You lose half about every six 
\•e can't replace en&ravers. 

G~ . HEHSHl~ : If your engravers are key position ­
you have tr.ose on the critical list - those fellows you 
won ' t have much trouble wi th on a replacement schedul e. 

The on!y t hing you save by replacement schedule -
and mind you, 1 don' t like them - cut I am here to say 
tnis , thut until Judge Rosenman does soaetling wita the 
present situation, they are one way thut you can save 
pre-Pearl Harbor fathers without very much trouble. 
That is all. 
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h , •l, JR: I ought t o expl ain thi •· I didn ' t ask you 
to come because we have any complaints, Noll', I Y1ant to 
make myself plain . As the matter stands, I have had 
gr .. nted every single request tn11 t l have asked for. 

GEN. HuSIIEY : I unoerstand tha t , Mr. Secre tary. 
1 am over the barrel. 

H.1.JR : You understand that every request that we 
nave made bas been granted. 

~. TEOMP~N : Two or three - ninety-nine percent. 

n .~. JR : The point that I am trying to get is, where 
do we go from here, ana I ac asking to be educated, and 
it isn't tnat I asked you to come here to complain. 
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G~!l . lfr.h::iHEY: Your position has abays been quite 
the other. The point is, I hllve a very se1•ious problem on 
pre-Pearl liarbor fathers because the loclil. lloards do not 
like to take them, anc the result is they don ' t take 
tnem, sometimes , when they have no reason not to take tnem, 

H.!.I. JR: No, I k ve got to go back to this replace­
men t thing . ne are going too fast. I personall y pass 
on every Treasury case. I was interested when I ~ent 
befot·e the .f.ppropriations Committee. They asked who 
passed on this thing. fthen they tiPe told that Morgenthau 
did, they were amazed. 

flow I have got to go back to tnis replacement scnedule 
because it is t he first time 1 have ever heard that word. 
I want it expl ained to me. evident ly 1\'e ue not using it. 
Now, what is i t? 

GEN . bh~~Y: About a year ago, now, the replace­
ment schedules were started. Thei r avowed purpose was to 
try to take and handle an indi viduul establishment on an 
over-all basis. The assumption was tnat i1' I were running 
a plant or a business and dealing with twenty ot• fifty or 
11 hundred local Boards, if eaoh local board got tough with 
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me simultaneously, I might lose all of the ~eople that I 
c~ spare over a period of time, but they m1ght take t hem 
all at one time. 
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So we tried to set u~ a schedule which would be 
negotiated by t he State D1reotor of Selective Service in 
the place where the plant existed, by which he ~ould make 
a contract or a deal or an underat~nding with the manage­
ment, to hold certain people for over six months, theywouldllll: 
ot her people go. In other words, they r.ould let the 
people go that they thought they could permit . 

H .~ .JR : You mean into the •ar? 

G~\ . HERShLY: Yes, let them go in order to ~eep the 
ones tha t tney tnought they snould nave longer tnan tnat, 
and tne State Uirector tnen y;oul d take the responsibilit y 
of fighting the l ocal !los rds to try to prove t o tnem tnat 
the decision he had made was a fair ~tnd oraerly one, and 
a just one . 

1! .~: .Jn: In other words , if a man had ten thousand 
employees, and the State Director aaia, "1 wHl try to 
make a deal with you. lte will let a tho.usand of t .. ese 
go on the condition that over a period of two years you 
only take so many"- -

GtN: l!tRSh£~: Yes , replace and re tain them. We 
have about fourteen tnous..ncl of tnese schedules t hat have 
about ten million workers on t hem. 

MR. THQUPjQN: we never felt we needed tnat in the 
Treaaury because of our strict deferment policy. l<e just 
had a few cases to get deferments on . 

ll .M. J.I\: Let's take the llureau of .t.ngraving . lie 
are down to six hundred plate printers. That is one of 
our tou~h situations, ~a we went t o the Army. The Army 
said, "If you can find any plat e printer t hat is anywhere 
close t o Washin~;ton , u will i'UrlOU!;ll him and send him 
back to you." And by God , we ooulan' t rind any. I mean, 
the ~ offered to f urlough the~ back to us . Is that 
correct? 
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Mll. ThOMP:;iON : Yes, sir . 

H •.•• JR: Now, let's use t his, this is as good an 
exumple as any. Now, v.hat is toe situati on over t~tere 
with the plate printers, a.nd where are we? 

MR. Th->l.IP::>Cii : \>ell , r.e c .. n ' t l ose any of them be­
cause we can 't replace any oi' t hem. 

Gl:.!l . iil::h::.hl.Y: rtow mll.lly of them are single? 
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!.U .. 1.IL..JJN : Yost oi' them are urried men . I would 
say possibly seventy pe rcent of them are ~arried men with 
children. 

Mh. BU.L: They nave to sel'Ve a iour-year apprentice­
ship . 

GEN . HtkSliEY: uver thirty? 

Mf,, 1\ILSON: Oh, yea - very f ew youngsters. 

GEJI . hr.k.:>tiEY: Toat is an iaeal situation f or us to 
pr otect if we could get pas t tnis ~xecutive Or der and 
Public ~3, because no local board is anxious to take 
men in t heir thirties 11ho nave children, but where you 
are tl.ocl<ed off is unless you can 6et t hem as key jobs--

iLl. \J L~N : .. e can . 

GEN . bzliSHhY: If toat is the case, 1 don' t t hink you 
need to worry about a replacement schedule. 

Ml1. T!iOIJP::.CN : Vipond is a member of the new cormni ttee 
General Hershey is speaking of. 

GliN, llliRSH'Y: If you r:il l ask f or tnem, we can give 
t hem to you . but where you are up &iainst it with some 
of your people, you oaven't pe1•miasion yet to ask for them. 
'llhen u give them to you before asked, we have to report 
tnat we have gi ven away so many, illegally, and obviously 
they .. re on our necks . 
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H, ',I , JR: Wnere does ll.osenman come in this picture? 

GEN . HtR$HlY: He is representing the President in 
trying to straighten out who the Government will ask 
for as an employer . In other words, after Mr. !ekes and 
toe ~bairmHD of the Uanpower Commission got to a place 
where there wasn't perfect agreement, Judge Rosenman came 
in to try t o find out what they do from tnere. 

H.M. JR: But tnis Board - what i$ the relat; onship 
between toe President and t ni s ~oard and hosenmsn ? 

Glll, htPwhY: The President appointed the Hoard 
and told it to serve under the ~oairman of the nar Uan­
power Commission, and up until the Secretary of the 
Interior entered, they sort of aid. Then it became 
necessary for e itoer toe Presiden t ot• somebody else 
above - appa rent ly those two - to intercede , That is 
•;here Judge Rosenman came in as the representative of t ce 
President; t t:at i s , exerci sing the Presidential fun ction 
~n tll the !'residen t ial lloard. 

h ••. . JR: ls t hat working? 

GJ:.N , hl.f\SiiiiY: That is r.here \I.e are. Jucge Rosenman 
expected on Uonday to try to do something about t hese 
Iatoers . They tave been negot iat ing this for mon ths, 
But in toe fi r st place they oidn' t tnink they wanted to 
go tor legislation. Toere is some quest i on abou~ how 
you can chan~e an ~xecutive Oroer that bas already been 
!eg1s!ated, 1nto !aw. Tnose are some of the difficulties 
tney are up aga inst . 

H.M.JR: V1hat is your ·attitude about pre-Pear! 
harbor l'lltners? 

GlN . JtbhSlib.Y: If tney are above thirty years of 
age, l would rather not take tnem if t hey ue do ing some­
t l.ing that is reasonably--

H. Il.J R: Above thirty? 
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\JtN. hl.RSHEY : ?.'ell, yee. At the nt•esent time we 
aren ' t pressin& too hard above t wenty-flve. Hut if you 
are l ooking to next year, I say above thirty. 

n.I!.JR: But r ight now , if we draw the line at 
t hi rty , we would be in tune with you? 

G~' · HrRSH cY: Very much, But see, t hese local 
boards are people you can 't orcier mucn. They work for 
not ning una i t t hey aon•t ~ant to take pre- Pearl tlarbor 
f atners, toey aren't going t o. 

h •. I . JR: Toey are . 

G~~ . Hl~ShiY: Toey are doing toat because t oere · 
i s nobooy left mucn, any more. •le are trying to take 
t he ones that aren't e ~ser. t ial and leave t he ones t hat 
are. llut unless somebody can t:et a 4~-A filed on t he 
f ellow, t he local boar d has not hing t o stand on ana I 
arr, on his neck saying , "Why are you deferring people 
for 11hom you have no request ? It i s i llegal. " 

li.M.JR: Didn 't I pass someone the otoer day who 
is twent y- eight? 

:!f1. tilL;; ..iN : A pbj;e prln t er . 

Ghi; , tilli:i:u.Y: ¥.ell , if i t is a key job I ,,oulan 't 
~orry about t hat. 

Uli. Trla[PjOH: Yes, ne i s a plate pr i nter - oo, an 
engraver, twenty- nine. 

GU1, Hlli:iliLY : I shouldn't y;orry. 'fhat is a skill. 

M11. BI::LL: \•,e can • t r eplace t hem at all. 

ti. 1.c . JR: 
Army and t he 
foiter s . 

Only t~-o other places to go, one is t he 
other is Atlanta, to the pl'ison - counter-

Now, you nave t wo or three cases - what are those? 
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y,u, TnOI.!P~ : Pending cases? 

ti , J.I. JR: ! thought you had some--

1\h , GAS'lo.!N : 'l'he Boa,•d turned t hem down, Norman; 
t hey were over thirty. 

Ml!. 'i'n01!P.:.(JN: Tue Boa rd tu<•ned down a per~onnel 
oi1icer in the Public Debt uffice in Ch1ca6o. 

A!n. :,I L:i!N : They said they v.ouldn • t approve any 
i)er3onnel job. 

G~l . ~-n5r.L1 : I would rather defen d t he fellow »no 
is in nis second or t Joi r d y~ ar 01 apprenticesnlp as an 
ene raver, MlO nappens to be hlenty- l'ive ye~<rs old, tnan 
tne best l awyer, edito t•, public relations raan , personnel 
man tnet•e is in the coun try, because t he man woo i s out 
on the str eet, if' you talee nim in and snow him a com:pli­
ca ted thing, ne says, "I nev~ r coul d do tuat . " out you 
take him in and snovt him a telephone - he says, "Let me 
sit aov.n ; I can t a o<e over. " The public has t nat idea, 

.( Wll not defe nding it, but it is exactly what you 
are up aeainst on your pe1•sonnel ai rector s . i t.ould 
ratner defend a cozen or your engravers because toey don ' t 
.mow no" an en.;raver works . 

h.M.JR: Toey don't Know how a personnel director 
110 rks , either . 

GJ:::i . nE.lt:>hi:."Y : ,low, t hat is t nt: untort una te t rut h. 

u . M. JR: That i s one. [,ow tne General tells us 
we can't expect any hel p on t nat . Wnat is another? 

MR. B~LL: 
the man an d put 
tion where they 

Did we get the case where the Army took 
nim in - what do you call tne cl assifica­
don' t ao combat ciuty - limited service '/ 

No·.v, tuat f ellow v.on' t be ooing near as im.;>ortant 
a job. 
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Gl::'i . tllh!iriEY : This is the personnel job? 

1\R. l;H.LL: The man i n charge of t he Treasurer 1 s 
vlfioe in l.hicago. he w1:1s draf'ted and went up 10r 
examination and he di dn 1 t pass the 1-A classification 
but t hey put him in limited service . \~e asked if t hey 
woulan 1 t call him back and put him in the job where he 
could do the best work. 

GEN. ti!R.:illH : Did tne Anzy s 1:1y t hey wouldn ' t 'i 

:t~o bl:.U.: They " on' t ao i t. 

G~l . ~RShLY: •n~:~ t you a re up against t nere, i t 
is an admini strative executi ve job. Mi nd ~·ou , as a man 
~ n o is m~ting nis living tryinG to admini ster, 1 nave t o 
s tick 'hith my class, but on t he otner nand, I know thttt 
t ry i ng t o seJ.l, if I were ~ver up for deferment , t hey 
wouldn ' t oefer me • 

.llli. 'ff:v•V'!>JN : t hat was the case v.nen the .he view 
t..:Oml i ttee h11.d appr oved it, when i t go t t o the local 
board alter tne man lias inducted. So v.e v;rote you and 
~s ~ed you to cancel the induct i on. ~ord came back from 
jOur of fice t hat it co..tldn' t be done. Then we asked 
t o have him released by t he Army and t hey wouldn ' t oo 
i t. 1t was partially tne man 's f11ult. ne nad trans f erred 
nis status from the Arlington ~oaro to the ~nicago Board 
and ne 1'1tts i nducted bef ore M even went t il t he Arlingt on 
~ourd . rte di dn ' t notify us tnat ne nad been t r ansferred 
or called, so t hat wnen we ~ot in on it 1'1e were as.dng 
for his de fe rmer. t . I t ~as approved al l t he way through, 
but bef~re toe t;n i cago board got it they !llld inducted 
him. 

Uu •• GASTON : ~as that the notice t hat he had been 
i nducted the day before, or so, t r.at we were ashng for 
oeferment? 

l.!Jt, TEJ itP;:Ol\ : No. 

·ru 
""" ,,ILJJN : !his us some t illle a~;o . 
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a.J.JR: Any others? 

tlh. ••ILSI.lN : l•ell , we llad a questi on on lawyers. 

i~R . Til..IUP~N : 'ite have a memo randum fr om Mr . Paul 
asking v.hether we will clefer one of his lawyers . We 
are told they will not defe r lawyers . This felloiY, I 
t uink, is thirty- six. 

G~~ . hlRSH£Y: Your Re vi ew boaro wouldn't come 
thr~ on that. 

!.!. .. 'IIiU:!.P:;0ll : he is tr.irty- six, married, .md nas 
one pre- Pearl har bor caild. 

GEr •• 11r.RS.'11'Y : That is an example that we mignt nave 
a ch~nce to sell to tile ~tate Virec t or . 1 don 't believe 
with your ~entral hevi ew boar d you wi l l ev~r sell tnem 
ne i s a key man. 

Ml! . WI LSON : Lawyers bel ow General Counsel, no. 

;,Ll. Tt1ai'.Ps::>N : Assistant Genera! Counsel, Lawrence 
lesser - assistant to Luxfor d. he is tne t nird man. 

:J.:I.JR: What can they clo on tnat? 

GUi . ,.l!.hShEY: I am not trying to sell our replace­
ment schedule . Probably they will put hi~ over si x 
~ooths . Lo t he first place , ne is so~ethiog besides 
JUS t a lawyer . I don't mean to belittle lawyers, but 
oe nas something in the structure besides just one of 
tne working members, as I g~tne red from~ . ~ell -
administrati ve, too. 

LUt. BELL: Yes, administrat i ve. 

llO 

GEN . HlH::iHEY : JUJd secondly, be is second v'ice 
president, or something, in a small cor~oration; t hey would 
def er him, but your (;entrul lieview Comm1ttee, unless t ney 
get on ll different basis than they are on now, they won ' t 
le t you uk fo r him, and ! can only give him to you 
ille~a11y if they won ' t ask. 
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li .L: .JR: ui' course, I can't get awfully excited 
about luwyers , ~itber, but t he Ueneral suggested the 
Lentral Review . ~ommittee . 

Ml\. 1',,JMP:>ON : lie is sugges t ing replacement . 

GE:I . hhRSHc.'Y : l! you Wld a r eplacement scheoul.e -
but! don 't ~now--

.~:n. ... IL:>ON : v.e only nave, probably, a hanch'ul -
t ·:ree or i'Jur la11-ye r s - wno might have to go, in the 
wnole Legal Division . 

GE, , ~RSt.EY: Maybe you couldn ' t m~<e a replace­
ment schedule . But if you •ill ve a lot of fathers wor king 
in your ene ravi ng plant, ~o are not up to key jobs but 
are doing sooething t hat has to be cone oown there but 
you have to find sanebody to take t heir places, those are 
tne J ellows. 
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MR. TnvMPSON: l'le ••ill have no trouble in t he bureau. 

ii. :.l . JR: Do you have a little more time? 

GJ:..1 • tu:.il.Sril:. Y: '! e s . 

I! • . ~ . JR: how much t i me do you have? 

G£, . hl.liSnEY : .. oatever you want. 

h . •~. JR: Just ta.<e a look at t his ana see if tnere 
i s anytting you would want to queat.l.on. (Treasury Depe.t•tment 
Draf t Deferment list handed to Get .. l:.e rshey, copy attached.) 

Mi<. GAS'roN: we have asked de1e rmen t for a hundred 
out of some eighty thousand employees . 

lir:..l , Htl:S,iEY: Now, you take tnis engraver nere. 
nppe.rently somebody disapproved. l don• t kn ow wnich 
board. 
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Mr •• THll1lP~N : The Review board. 

Gt H. hl:.!QHEY: You didn' t get a cnance t o ask; tney 
di dn ' t gi ve you a r ight to fil e 42-!. The average local 
Board - I am, of course, giving you a curbstone opinion -
normully, a man called a letter engraver, if you could 
nave gotten to our local bo~rd , the man would nave been 
aeierred. 

Tnis pantograph operator I am not so sure about . 

!ln. GA!:>'roN : A pantograph i s a machine for drawing 
aesigns on steel plates. 

Gr.N. llC.ltSl!EY : Vlell , he is thirty-six years old. 
1! t hat fellow had a cons iderable skill - I don ' t mean 
a critical ski l l , but consiaer~ble - if you coul d have 
asked for him ft•om the usual Board, they would lu. ve let 
you n .. ve him. 

IArl. V. IL:>ON: The trouble is 11e got it out too late. 
1t was disapproved because it got to the Board ~fter the 
ten-day per iod for appeal had expired. They wouldn 't 
consider it. They disapproved it . 

Glli . hEI\Sill.'Y: These three th~t you have up nere , 
that you have llad autnor i ty t o ask for, presu;nably they 
r.Ul allow you to continue to huve aut hority to ask ror 
tnem. 

I thi nk t he chances are you •1ill be able to main­
tain them. The tnirty-one is in better shape than the 
twenty- eignt , 
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Tni~ fellow down here was disapproved - it might 
be somey;nat doubtful. If he Ylas fou r years older and 
nad tl\o children, I think--

ld!t, GJ.S'I'Jll : The fourth from the top, John ?.ichards. 

G~l . ~~KEY : Now, t ni s assis tant - Thomas uavis, 
Procurement - I t nink the prob!eo--

~. BELL: he has ceen defe r red t o Febr uary, nasn•t 
he? 

GKh. lil:.RSliEY : nis age is in his favor; having no 
children is abainst him. You have got the r ight to ask 
tor nim, and I think you nave an even , or better, chance 
probably, of get ting him. If he lives somewhere dHf ereJ.t 
from whe re he is r egistered, two l:loards wiH have to 
.fight over the new lav:. This senior attorney, down nere, 
1 am afraid of t hat one. 

l:.\, BELL: ~e is 4-F. 

Glli . fu.i\:;MY: On, 1 oidn ' t see tnat. 

'ifeJ.! 1 tne fellow in liasKa, 1 Mula tnink you IIOUld 
have a better chance to ge t that sort of man than if 
tney were serving in the same Job here, because. I thil.k 
most people will believe t nu t 1t i s harder to f1ll JObs 
like that , and it requires a special t raining . 

The next page is all over-~ged . 

!.!h. ThOI!PSON : Yes, those are all old. 
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MR. GASTON: Here is a forty-three year old agent of 
Internal Revenue that is in the military service , 

GEN . HERSHEY: He didn't cane out, Tomlinson you 
have down there, Chief Field Deputy; that is an administra­
tive job, If he is thirty-five years old and has two 
children I think you would have a pretty good chance . You 
have six months before he will be up again. 

llR. VIILSON: We have sixty-four jobs like that, Of 
course, some of the men are overage and sane within draft 
l b8 · 

GEN. HERSHEY: But tne Central Board hss given you 
pennlssion to ask for those? That is a key job? 

MR. ~1LSON: It is on the Key l ist that is now under 
consideration , 

GEN. HERSHEY: How did this fellow get deferred? 

Ill\ , I'.ILSON: I think because of his age probably . 

GEN. HERSHEY: Yes, I know, but did you ask? Then 
the Board did give you permission to ask for him? 

liR. WILSON : Yea. 

GEN. HERSHEY: Here i~~eisser, Assistant Su~ervisor 
or Welting and Refining. I think ths t ldnd of a Job, as 
long as he has a child--on .those jobs they have a pretty 
good chance to stay. 

H.M.JR: Vfuat is the latest on Lindow, Pr incipal Economic 
Analyst? Those aren't easy ones . 

MR. GASTON : Re is one oi our key economists , 

H.M.JR: Mostly on war bond stuff. 

GEN . HERSHEY: I realize that. If you could have 
called him an engineer instead of an econOJIIist--
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lo!R, 'JHCMPSO!i : We had two defermen te on him without 
any difficulty. 

GEN. HERSHEY: You take over on the Hill, just as 
an eoon001iet--

H.M. JR: As a matter of fact , I -onder if Lindow 
isn ' t an econaDiat? 

MR. THCI!Psotl : We have had no trouble, 

GEN . HERSHEY: The agent that yOJ have, for instance, 
Barrett--

~. GASTON : Secret Service--

MR. 'JHOMPSON : They are all out, forty- two, you see , 
~e have a complete list . Secret Servi ce is all mopped up. 

MR. BELL : Most of t hem are in military service, 
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li.l!.JR: Take Barrett--was he attached to the President? 
I didn ' t ask for him. 

MR. THOMPSON : That is a peculiar case that we have 
written the Board several times on, All of the Secret 
Service men washed out at the end of t he six months, cut 
the Board in that case--

GE11 . HERSHEY: Tney didn't wash tnem out. \lhe.t I mean 
is, that is probebly one of those fellows that I am reporting 
to Congre u . 

H.M. JR: Uay I say-- the one thin~ though, that gripes 
me is, we haven ' t asked for any of these on Secret Service, 
and there are four thousand la'fl1ers and accountants who 
call themselves FBI men and all have blanket exemptions, 
haven' t they? 

GDI . HERSHEY: Oh no, but they have been pretty- ­

H.M.JH: I know ~ut in this row when it came up 
Paul Wcllutt said--weh, one time the Attorney General 
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went after him awfully hard and I came to UcNutt's r escue 
in a sense , I was the only person in the Cabinet who said 
we had been treated f ai rly, Everybody else was down on 
nim. The Attorney General went aft er him unmercifully, 
He saia, "You have for ty- six hundred people in FBI who 
are all exempted." 

GEN . HERSHEY: I don ' t know whether they have that 
many. Of course, they were liberal wi th the FBI ~eople . 
There is no doubt about tnat, I know we were. S1nce the 
Central Review Board came along, I am not as well into~ed 
on what they have allowed th~c to get by wi th. 

H.~.JR : But what about this Berrett? 

YR. THOMPSON: He is still waiting to near from his 
board. 

GEN . HERSHEY : He is in Secret Service. Now, that 
is all there is of it? 

MR. GASTON: We asked in February, 11142, for a six­
months deferment, 

H.M. JR: But he is above that six months . How did 
they get i t? 

GDI . HERSHEY: Some local board decided tbey wanted 
to give it to hilll, whether or not--it happens , lihat i s 
that, construction expert? 

YR. r..ASTO!l: Consulting expert. 

MR. THOMPSON: He is tne sales tax man . 

GEN . HERSHEY: That expires in April? 

MR. GASTON : Yes. He was a man that we employed on 
a sales tax research job, That is all out, 

H.M. JR: We thought that the sales tax thing was 
finished as far as we are concerned. 
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MR. BELL: We just asked for him tor this session 
of Congress. 

GEN. HERSHEY : I see , 

The next one expires in May, 

MR. BELL: That is our main legislative counsel on 
taxes, Surre;y. 

H.M. JR: He wants to go into the service . 

GEN. HERSHEY: You got him passed? 

MR. BELL: Yes, and the Secretary says tbat he wants 
to go. 

HJM.JR: He hasn't told me that directly, but I hear 

117 

he is insisting on going as soon as the tax bill is finished. 

GEN . HERSHEY: The last man, the technical assistant , 
bas apparently been set up for induct i on in February. 

H.1l. JR: He is on the war bonds, and I only asked to 
get him back for part of the Fourth War Loan. 

GEN . HERSHEY: If you could get him by, you probabl;y 
would have a reasonable chance with that type o£ man. 

MR. THOUPSal : They approved it for seventy days 
to ninety da;ys. 

GEN. HERSHEY: The Central Review Committee? 

MR. THOMPS~~ : The local board, The Review Committee 
approved it for three months. 

H,M, JR: Did ;you get by the Fourth War Loan? Did 
they take it into account? 

MR. THc.IPSotl : Yea. 
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MR. BELL: It will be about February 15. 

MR. THOMPSON: Yes . 

H.M. JR: We put it on the grounds that we wanted to 
get by the Four th War Loan . 

MR. THOMPSON : They said he would be in the February 
induction. 

H.M. JR: Now, take a fellow like that, thirty-five 
years old wi th one cnild, 1\ha t is apt to happen to a 
fellow like that? 

GEII. HERSHEY: You mean after he gets in the Army? 

WR. BELL: In induction, you mean. 

H.M.JR: Yes , Will he be inducted? 
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lffi. GASTON: Vie don ' t know if' he wi ll pass the physical 
exam. 

GEN . HERSHEY: You can send him up tor pre- induction 
physical; we have a new law on that wh~ch is better. I 
thlnk Leah¥ has been able t o do better here than other 
places. But the Army has been pretty slow. Now they want 
to know whether they are pre-induction or whether they 
aren't. So we will have a chance wi th paople you want to 
have examined to see whether t hey wil l paaa it; we can put 
them in and run them through . Tbe1 will want to know 
whether they are pre-induction or coming up tor actual 
induction. 

MR. GASTON : That ia pretty good. 

H.M. JR: You take Fred Smith, tor instance. 

UR. GASTON: Smith, DuBois and Harold Mager--! 
doubt--well, maybe one out ot the three may pass. 

MR. THOMPSON : Has that procedure been established 
here? 
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GEN . HERSHEY: No, but we are figbting it, yesterday, 
the O..y before, and today, 

MR. THOWPSON: We bad sent men over to Fort Myer, 

GEN . HERSHEY: Leah¥ has been able to do pretty well. 

H.Y.JR: Could you keep in touch with the General' • 
office? That would be wonderful. 

Now, I want to aelc the General a bout a<111ething entirely 
diff erent . Before I ask it, does ei ther of you men have 
anything? What I want the General to do, it be could, is 
to give me a sketch of what the A~y'e needs are far 
forward--! mean, that is what I want. 

GEII . HERSHEY: On December 1 there were seven million 
four hundred thousand, approximately, men in the Arm7. 
There were two million seven hundred thousand in the Navy, 
Marine Corps, and Coast Guard. The total was ten mil lion 
one. 

Next July l ,which should be the time we reach the 
plateau,granting that we make our calla, there should be 
in the Army, seven million seven hundred thousand; in the 
Navy, three million six; a total of eleven million three, 

Tb.at means that we must produce betwee.n now and July 1, 
next, three hundred thousand for the J.rm1 to br ing the Aruq 
up to wher e i t goes ; nine hundred thousand for the Navy; 
and make up the loaa. Now, at t he pr esent time lose is 
figured on the basis of twenty- five thousand per month 
for the Navy and seventy-five thousand per month for the 
Arm7. That means a hundred thousand or approximatelT 
seven hund.red thousand between December 1 and July 1. 

H.Y.JR: Now just t ake a minute and explain how 
that l ose i s incurred. 

GEN. HERSHEY: Di acbar gea of all kinde , 

YR. BELL: Killed and wounded. 
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GEM. HERSHEY: And, of course, that is so little a 
part of it. Let me detour a secona to say that tha t ten 
million one--we enlisted and i nducted eleven mill ion to 
get that. In other words, there are approximately nine 
hundred thousand who have already come out . Now, three 
hundred thousand of those were over thirty- eight, which is 
quite a group. 

H.M.JR: They are discharging those? 

GEN. HERSHFL: They did last spring. 
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Vfuat I am getting at is, we pr oduce eleven million to 
get a net of ten million one, and the lose figuring for the 
next six or seven months is a hundred thousand a month. You 
have a great many people who go i nto the service and are 
di scharged for psychiatric reasons. They develop nervous­
ness , or this, or that , or the other . That is the unfor­
tunate thing. The largest number of discharges are 
psycho- neurotics . 

H.~l . JR : Not a hundred thousand a month psycho cases 
though? 

GEN . HERSHEY: Not a hundred thousand, but you would 
probably be chagrined as much as I if I would tell you 
that out of tnree million six hundred thousand that have 
been rejected for the Army and Navy, one million of th~ 
are for reasons from the neck up. About four hundred 
thousand are illiterates; about five hundred thousand 
pefcho-neurotica, psfchopathics, and tha t sort of t~ng ; 
and about a hundred thousand people nave same orgamc 
neurological reasons for their rejecti on. 

H.M. JR: Of course, the difference between this war 
and the last--we had them in t he last war , but we didn ' t 
recognize t hem. 

GEN . HERSHEY: And your war this t ime is much more 
mechanized. It is in three dimensions to a greater 
extent than the other time . And the fellow who developed 
Jungle warfare through the agee is not 71t conditioned to 

... 
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stand modern warfare, It is just a ·question. If he is 
alreadl unhinged he will stana a little or none of it , 

If he is perfectly normal, hs will be used only a 
certain amount of time, and then rested, or he is going. 
to break, You can break anybody in modern warfare if 
you keep them at it long enough, That is merely a 
curbstone opinion fran sameboay who doesn't know too 
much about 1t. But I have been fussing a little bit 
along t hat line for ten 7ears. I hope to have a little 
interest in both the phvsiologieal and the psychological 
approach to these dangers wbicn are comparatively new. 

l.'R. GASTOO : You have to produce about two million 
men between now and next July. 

GEN. HERSHEY: That is right . If you want, I will 
give you an idea of where they have to come fran. 

H.M.JR: I would. 
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GEN . HERSHEY: We have at the present time approximately 
five million fathers. 

MR. GASTON : Registered fathers? 

GEN . HERSHEY : That is right . We have three million 
eix hundred thousand four-F ' s. Ws have a million six 
hundred thousand men in two-A and two-B, very f ew of which 
are fathe rs because we are juet starting to classify, but 
a f ew of thsn, Great number s of them are men with wives 
only, and sCilla without any wives. We have a million eight 
hundred thousand in agriculture. Unless you go over 
thirty- eight or under eighteen, those are the four sources 
from which you must get the men, because there are no others. 
I think that if we run tha five million through the sieve, 
classified t hem, about one million of them wiil end up in 
the A~. I hope that is true, but perhaps only seven 
hundred thousand will get by, I will tell 1ou why. The 
boards are going to be very liberal in putt1ng men--deferring 
men to be in war industries such as the two-B if they are 
fathers , They are going to be very liberal about putting 
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in supporting industries, that i s, the power plant, the 
hundred and one things of Government, education, and what 
not, i f they are fatliers . They are going to put the 
farmers in three-A now into three-C, and two and a half 
million of them will go in four-F . 

So i f we get one million fathers ' between now and 
July we still have a million to find . There are a 
hundred t housand boys becoming eighteen every month; 
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t~enty thousand of them go into the Anny and Navy and 
Marine Corps by enli stment before they are eighteen, so 
you can count tham either as aeventeen-year- olds and get 
a hundred thousand, or you could include them in the 
eighteens . But in any case, they are a part of this 
hundr ed thousand. Some fifteen thousand of these eigbteen­
year-olda go into agr iculture, and we induct somewhere 
around forty or fifty thousand. So you can figu re that 
in seven months we are going to get somewhere around four 
hundred to five hundred thousand seventeen and eighteen­
year-olde to i nduct. That leaves you still five hundred 
thousand to find. 

Now, we think that we can take three hundred thousand 
out of industry. The thing that I find in my local board 
ia, there is a very definite f eeling that the eighteens, 
the nineteens, the twenties, and twenty-ones, end on up 
toward twenty-f ive, especially tne singl e ones, ought to 
get out. 

You have probably read in the papers over the week end 
that we have been working pretty hard to get an agreement 
among the several agenci es to immediately order can7ellation 
of all deferment under twenty- two year olds except 1n 
special cases which we will try to oontrol . The thing 
broke because Mr. W:ay let it out of the bag. We haven't 
gotten agreement from everybody concerned. Now, that ia 
not going to produce very many men, forty or fifty thousand 
at the moat. Most of them are already gone. We will 
probably have to move up to twenty-five in two or three 
monthe, at l east by July 1, if we are going to get theee 
out of industry. The other two hundred thousand will 
have to caRe out of four-F 'a and the farmers. 

H.W:. JR: How un;y? 
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in eup~orting industries, that is, the power plant, the 
hundrea and one things of Government, education, and what 
not, i f t hey ere fathers, They are going to put the 
farmers in three-A now into three-C, and two and a half 
million oi' them will go in four-F , 
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So i f we get one million fathers ' between now and 
July we still have a million to iind. There are a 
hundred thousand boys becoming eighteen every month; 
t- enty thousand of t hem go into the Army and Navy and 
lolarine Corps by enlistment before t hey are eighteen, eo •• 
you can count them either as seventeen-year-olds and get 
a hundred tnousand, or you could include them in the 
eighteens. But in any case, they are a part of this 
hundred thousand. Some fifteen thousand of these eighteen­
year-old& go into agriculture, and we induct somewhere 
around forty or fifty thousand, So you can figure tnat 
in seven months we are going to get somewhere around four 
hundred to five hundred thousand seventeen and eigbteen­
year-olds to induct. That leaves you still five hundred 
thousand to find, 

Now, we think that we can take three hundred thousand 
out of industry, The thing that I find in my local board 
is, there is a very definite feeling that the ei~teens, 
the nineteens, the twenties, and twenty- ones, ana on up 
toward twenty-fi ve, especially t ne single ones, ought to 
get out. 

You have probably read i.n the paper s over the week end 
that we have been working pret~y ha~d to get an agreement. 
among the several agencies to uamediately order can~ellat1on 
of all deferment under twenty-two year olds except 1n 
special cases which we will try to control . The thing 
broke because Mr. May let it out of the bag. We haven •t 
gotten agreement from everybody concerned. Now, that ia 
not going to produce verr many men, forty or fiftr thousand 
at the moat, Most of them are already gone. We will 
probably have to move up to twenty-five i n two or three 
months, at least by July 1, if we are going to get these 
out of industry. The other two hundred thousand will 
have to cane out of four-F'a and the farmers . 

B.W. JR: Bow ILlll(? 

Regraded Unclassified



- 27 -

GEN. HERSHEY: At least two hundred thousand. 

H.M.JR: Well now, General, l et me ask you this: 
Are t hese all for combat purposes? 
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GEN . HERShEY: No, air; I suppose not, although that 
very rapidly gate me into something I don't know anything 
about, what they are going to do about it. 

H.M.JR: You get your requests f rom the General Staff? 

GEN . HERSHEY: We never get anything until the Combined 
Staffs have presented it and the President has approved it. 

H.Y.JR: Because I have sean what purports to be some 
figures . I mean, a number they can aend overseas, a number 
they will have here. I don 't know. It seems to me they 
are crowding this raft awfully hard. 

GEN . HERSHEY: Well, we have failed in the last three 
months t o produce our men . I don ' t know bow much the 
armed forces have wor r ied about it . Obviously, I don ' t 
l i ke to f ail, but on the other band, we worked under 
circumstances that were just impossible. That ia, the 
Congress had deba t ed this father business and these local 
boards by and large weren ' t going to take many of them 
until they found out they weren't going to take fathers 
ano then have the Congress prohibit it and then get caultht 
with having sent sane people that wouldn 't have f:One hail 
they waited three or four weeks. We have bean 1n that 
situation for three or four months . 

H.M.JR: Why aren ' t the American people entitled to 
t his information that you have given me in the last ten 
minutes? 

GEN. HERSHEY: It was published. I aade a speech at 
the National Aaaociation of Manufacturers last week, and 
this was exactly my speech. It was published, yea . 

H.~.JR: Did you see that? 

J.!R. T!Hl!PSOO : No, sir. 
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GEN. HERSHEY : I testified up on the Hill when the 
Wheeler Sill was up. 

H.M.JR: You mean just along that lineY Get hold 
or a copy of the General ' s speech. (Thompson) 

GEN . HERSHEY : I think you will find that General 
~cNarney's test imony up there had even more. 

124 

Now, obviously the figuree in Septamber--while they 
added uy to about the same, f irst of all assume that we 

b 
~ 

were go ng to get a out two or three hundred thousand in 
the last three months that we didn ' t get, so I should 
have bad on January 1 only perhaps a million, two or three 
hundred to get, whereas I am caught with eo~ewhere near 
t~o million now, This month we Will do well to get t wo 
hundred thousand for both AMny and Navy. 

You see, the thing that the public doesn't understand 
is the size of the Navy. Now, I am not here--it happene 
to be I served in the Navy off and on for ten years, and 
some of my leading men are Navy men, but there i s no 
prejudice. But Congress had the Army on the mat at the 
time of the iheeler Sill for two days . They let Admiral 
Jacoba off after fifteen minutes. He was asking for that 
number between the first day of' December and the first day 
of January. Tney hardly raised thei r voices . 

You see, here~y ere asking for nine hundred thousand. 
Our main job right now is the Navy; make no mistake! I am 
not wor rying much about the A~· If I do, it is fine; and 
if I don ' t, it is ail the same, They are up to ninety 
percent of their strength, the Arm¥· The Air Corps will 
never be at full strength, but the Air Corps ia not suffering 
tor men, They have almost aa many men in the Air Corps aa 
the Navy baa . 

MR. BELL: They tell me that they get the pick of the 
country, They have e. we.iting Hat , 

GEN. HERSHEY: They do. The Air Corps both ~n 
England and t he United States. We have tne peoul1ar 

• 

I 
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t i tua tion of the Navy and the Air Corps competing for the 
cre&m, and the Ground Forces get ting what i s left. 

H.M. JR: The Navy and Air Corps? 
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GEN. HERSHEY: That is r igbt. The Navy stayed on a 
recruiting basis where they wouldn 't accept a lot of 
people . At the present t ime the Army is taking each 
month about twenty- five or thirty thousand peop}e the 
!levy will not han. Othernae, the Army wouldn t get 
so many, either. Tnat i s why the Congress passed this lew 
for the President to appoint a medical board to lower the 
physical standard. ihether they will or not remains to be 
seen. 

H.M. JR: V.ha t a bout the women? 

GEN. HERSHEY : · Recruiting on that is going like any 
recruiting when there is no compulsion behind it . 

H.M. JR: How many women would you need- -would the 
armed forces need? How many coula they use? 

GEN. HERSH EY: They said they could use half a 
million , I don' t know that to be a fact, but they have 
so testified. 

H.M. JR: If they could use half a millio~ to that 
extent--

GEII. HEilSHEY: They certainly could. On the other 
band, if they would use limited service men--I have si x 
hundred thousand of those . 

MR. GASTON : Four-F'a? 

GEN. HERSHEY: Not only that, every time you take a 
fell ow wi th a punctured eardrum who has been playing 
professional football or college foot ball--! hear about 
them every day. They say, why don't you come and ~et 
them. Wel l saneboay who has a punctured eardrUm la 
playing foo~ball--

•• 
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H.M.JR: Like Frank Sinatra? 

MR. GASTON: They have one of the stars of the 
Brooklyn football team, Paschal--the Army has rejected 
him. 

~. BELL: Yes, be went through that line and they 
piled on top of' him. There ien' t anything wrong with 
that fellow. 

GEN . HERSHEY: And you see the Selective Service 
gete blamed for the physical standards. ie should be, 
oecauae we are next to the public, but we are nothing 
but brokers . I£ we can get people to buy these man, we 
aend them up. If they don't, we have to take them back 
and put them in stock. That ie all there is to it. 

MR. GA STON: I think that fellow Paschal naa what, 
one bad ear? 

MR. BELL: I thought a good many of them bad f lat 
feet . The punishment they take--they could certainly 
take it in the Army, 

GEN . HERSH EY: The Marines had this football player 
who h quite noted, had him down to Pc-rie Island and his 
feet woUlcln ' t bold up and they discharged him . 

H.J.: . JR: Anp.-ay I got what I wanted and I am very 
much obliged. I don1t think we ar e off the track. 

GEN. HERSHEY: You are ahead oi' time because you 
haven't any under twenty-five around here, and it will 
be July before we are up to twenty-five. You are well 
ahead, Mr. Secretary; you always have been . 

' 
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TRr:ASm\Y DEPARTM~T 

D!W'T Dt:r'!:Rl<!ENTS FROM 11-25-l>O to 12-14- 4 3 

Number of employees deferrud ~t t he present time or for whom requests tor 
deferments are no\/ pending before Draft Boards , • ••...•.••••••.•••. ..•• •.••.••• 30 

Number '"'ho have enter..d thA mllitnr-t s e t'\· lee t:lnce exp iration ot deferaents, • . . • . J4 

!lumber ot deferred emplo:rees no.,. ove r draft age , • • • • • • • • • • • • • • • • • • • . • . • • • • • • . . . . . 27 

llumbt>r of deferred employees who have been reclaea1f i ed to 4-F or are awaiting 
further 1netruot1ons from their Draft Boards , • ••••••• •• •••••• •••• • • •••••. . ...• 9 

Total for whoro draft defer1ncn te have been requested, ••.•.•.• •• 100 
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ot Detel'llent 

orriCE OF THE III:CRE'l'Air!: 

Bettalt1nger,Wa. l:x.Aaat. to 
Under S.or. 

38 Single 6 montlul 7- 22- 42 H.II . J r. Onr 4ratt ap. 

COIIPTROI..LER or 'l'HE Cl!RRENCY: 

Bibler, w. Lealia Nat'l Bank 
Exu1ner 

4o Bingle 3 • lCl-l-42 H. K.Jr. Onr 4ratt qa. 

Bellar, Chief llat'l 44 Single 
J . Lawrence a.n1t Exaalner 3 • lCl-21-42 D. V. I. OYer 4ratt ap. 

BURUU OF ENGRAVING A!ID PRIII'l'ING: 

X.aee,Garneu w. Letter Engra .. er 29 2 children 6 • 11-23-43 H.K.Jr. :::S' ouc4 • 8114 lla ... 

6 11-3o-43 
llltMta&. Soboep01n, Cb.aa. Plate Printer 32 2 • • B. X • .Jr. 

Yiraa, Xenneth 0. Pantograph 36 1 ohlld 6 • ll-3o-43 H.X.Jr. = ........ Operator .......... 
6 12-2-43 

llltMh&o Donahue, £d>f. J . Plate Printer 33 l • • H.M.Jr. 
Ponoet1 , Earl T. Plate Printer 35 l • 6 • 12- 2-43 H.X.Jr. 
Dellened1ot1a, Plate Printer 

A.ltred J. 
35 l • 6 • 12- 2-43 R ••• Jr. 

Bl&n.d,Clarenoe A. Plllt e Printer 33 2 children 6 • 12-1!-43 H. M.Jr. 
~1eefr1ed, Va.M. Plat.e Pr1nter 37 l oh.lld 6 • 1 2-lo-43 H .. M • .Jr. 
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en • N !lei'. ot Length ot De.te Length ot Deferment 
.-I ..... Title ~ Children Deferment Reguested Det. Extension Aol!roved b;z: Pre sent Status 

FOREIGII rtiiiDS CONTROL: 
Stevart, R. Verd Aut. Director 30 1 child 6 IliOn the 6-11-43 H. M.Jr. Det. expiru 1-7-114 

!lotraan,IUcllael Aut. Director 28 Ilona 6 • 9-211-43 B. M.Jr. • 1 April •114 

So bald t , Orv 11 Aaat. Director 31 1 ohlld 6 • 11- J-43 B.M. Jr. • • 2-}-114 

.Rl.oharde,Jobn Spl.Aeet. to 32 2 children 6 • 11-3~43 H.M.Jr. Diaapproved by the 
A oat. Dlreotor Reviev Coaaittee 

GEh~ COUIISEL: 

Edelaan, Albert I , Auo.Atty . 26 Single 2 • 5-2~2 Foler Co1111ieoioned in 
Coaet Guard 

DaYia, Thoaaa Aaet.Ch.Counsel 35 None 6 • 5-1~43 H.M. Jr. Det.exp1ree 2-ltJJl+ 
Proourement 

Luxtord ,Aoael F. Aoe t .Gen. Counsel 32 2 children 6 • 11-15-43 H.M. Jr. 

Xc.£&che rn, V. c. Engineer 34 Ilona 3 • 2-4-42 H. X.Jr. 1n M1litarr s.~. 

Perlt.1Aa,E4vin M, Sr. Atty. 34 Single 2 • 6-6-42 D. V.B. Awaiting 1natrue-

rcf~:.fff:d~~f1 
Ge.tz, Peter Zone Dep. Col. 

Alaska 
34 !lone 3 • 6- 26-42 H.!l .• Jr. Avalting lnetr ue-

tiona from Board 

Overby , Wealey c. Zone Dep. Col. 
Ala ska 

29 II one 3 " 6- 26-42 H.l!.Jr. • • • 
X~nkel , Mart1n C. Special Agent 44 None 6 • 9-11- 42 H. H. Jr . Over c!ratt age . 

:tnt . Rev . Agent 4) S1nglo 6 • 9-15-1>2 H. M.Jr. • • • 
ARent 45 S1ng1o 2 • 9-25-42 • • 

~ - -- -
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("') Length or Deferment ...... ..... Title ~· De!. Extena1on !!ll!roved bl Present StAtUI 

Ili'I"EIUW. REVEifUi: (Cont.): 
Xlller,Robert T. A-aat:. Teob.Ad:Y. 44 Single 3 months 9-2~2 H. M.Jr. Over drAft A&•· 
Jloor•, Joel P. Tech. A4v1oor ~5 2 cb.Udren 6 • 9-2~2 H. M. Jr • • • • 
Ra.1nee , Henry L. Cb. Field Deputy ~3 Divorced 

No ch1ldren 
2 • 9-2~~2 H.M.Jr. • • • 

Stern,J~t.cob s. Int . Rev . A(;ent ~3 Single 3 • 10-6-~2 H.M. Jr • Disapproved by Bd. 
Over drBtt age now 

M&nn1ng, John E. Co1. ot In t . Rev. ~5 Single 6 • 10-s-~2 H.l!.Jr • Over drart as• now 

:;eloon, illll J . Tech. Ad"fieor 44 None 6 • 10-~2 H. M.Jr. • • I • 
l&plan, Louie Agent ~3 Single 3 • 10-12-~2 H.M. Jr. • • • • t llicltell,Richerd Act . Col . or IR ~3 None 3 • 10-17-42 D. V. B • 0 I • • I San Frano1eoo 

Perry , Valter D. Aeet.Teoh. Adv. ~1 None 3 • 10-17-~2 o.w.a. • • • • 
Oordon, Herbert B. Agent ~3 Single 3 • 10-21-~2 o. w. a. Di eappro"fed by Bd. 

I s i n Ki l . Serorioe 

liagner, Edward B. Tech. Adv1eor ~5 Single 3 0 10-2~~2 D. W.B. Over draft age 

Cur'tel, Xorr1a Agent 44 Single 3 • 10-2~2 D.V. B. I • 0 

Bollig, George II. CheJI1et in Cbg. ~2 Single 6 0 11- 10-42 H. K.Jr. I • • 
Fiaoher ,Jobn .I.. Dep. Col. ~~ Single 6 • 11- 11-42 H. Y..Jr. • • 0 

Pot thorr , Herbert Tecb .Adv1sor 43 None 6 • 11-ll-~2 K.l!. Jr . • • • 
Berman , !..eo Int.P.cv. Agt . 44 Single 6 • 11-11-42 H.M.Jr. Induc ted before 

request wac re-
ceived by Boord 

:forcell.1. . At t: 1l. 1o Agent 41 l oh1l<1 6 • 1 2 -l.- 42 ll. M.Jr . Cver dra!t as• 
e.erlo"OY \.\ t. , J'ohn Ag ent ..... Sl.n gl.e 6 • 12-4..42 H.M. Jr. • • • 
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{"') Length or Date Length of ..... .... 8 Deferment Re uested Def.Extenoion Present Stat ue 

B~on,Jooeph Sr. Att7 . 39 Single 3 aonthe 12-7Jl.2 H.Y.. Jr. Onr draft age 

1uehl,Berman r. Speo.Agent 30 None 2 I 3-16-113 H. I'-Jr. Ie in IUl . SeMice 

Do:mell7 ,He nry Agent 35 Ilona 3 I 4-12-~3 H.M.Jr. I I I I 

Tripp, Donald o . Spec. Ag't , 35 l child 3 I 1!-JJl-3 H.I!. Jr. 

~u111o,V1ncent Speo. Agt. 36 2 children 5 I 1!-16-43 H.M.Jr. 

Evane, Gerald Aeet.Col . 37 2 
Michigan 

children 3 • 11-12-43 H.X. Jr. 

Greene, Nat ban Agent 35 None 6 • 11-1 5-43 H. l!.Jr • 

Holt ,Philip J . Agent 37 1 child 6 • 11-2}-43 K.X.Jr • 

Sehro11, 
s. Lawrence 

Bpec.Agt. 35 1 child 6 I ll-2}-43 H.X.Jr. 

Toc11noo~ ,Laurie Ch, Fld. Dep. 35 2 oh1ldren 6 • 11- JOJl-3 H. X. Jr • Def.expiru 6-~ 

Verner,El•er c. Bpec. Agt. 36 l child 6 • U-3()..~3 H. K. Jr • 

KlliT BUREAU: 

IUller,Cblt.rlee Engineer 36 Single 6 • }-6Jl.2 H. X. Jr. Com. in the llaY)' 

Neiooer , Ph1lip Aeot.Supt. 
Me1t1ng & 

or 
Ref. 

32 1 ob11d 6 • 9-9Jl.3 H.X. Jr. De!. expi res}- 3o-11JL 

Koward, i" .Leland Aeet.01r. ;6 3 ob1ldren 6 • 12-1!-43 H. M.Jr. 

XO~LTARX RZntAROK: 

Ul.l.lll.f'nn . \i a . Pr.&c . An. 32 S1na l e 6 ll- 25-4 0 H. M. J'r. Ie in Mal .Serv1ce 
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Length o~ Date Length o~ 
Title e Deteraent Re ueated Det.Extens1on Present Statu 

Ellia,Boaa B. Agent 32 None 2 aonths llarch •42 Diat. 8111). Is in xu. SeMie 

Jlorriaon,LeRoJ Agt . 1n Chg. 30 None 6 I ll- 30-43 H.~. Jr. 

PROCUREMENT DIVISION: 

Parka, David A. Asst . Chief 4} l oh11d 2 aonthe 7-16-42 H.M. Jr. Over dr~t age. 
Trt. & E~.Un1t 
llev York 

Tarahaa,Bobert sr.Pur.O~t. 41 Single 3 I 10-12-42 B. X.Jr. I I I 

Stephana, !ho ... Reg. Proo.Ott. 34 1 child 6 I 5-10-113 6 aonth s en 
ll-15-43 

H.lC.Jr. Det.upireaS.1 

nauar, John w. Act.Ch.Ccntraot 36 None 6 I 5- 1o-43 6 mcnthe on H.M. Jr. 

l cl Pur. Br. ll-3o-43 

Tripp, Per.17 c. I nsp. Sp1st . 35 3 children 6 • ll- 30-43 R.M.Jr • 

V14Aann, Robt . Aaet . to the 32 1 eh11d 6 • 12-10-43 H. M. Jr • 
Director 

PUBLIC DEB! : 

'Iranr , Orv1l1e Bead •~:• Bond 
Un1t-Oh1eago 

34 2 children 3 • ll-30-43 H.K. Jr. 

RES~RCH & STATISTICS: 

8re1thut ,R1ohard Ec.An. 32 None 3 II 2-23-42 H. W.Jr. Com. 1n the ArO>¥ 

·•el.r , 1JQ. Adm .. Aeat . 37 tlo ne 3 3-23-42 l months on o. v.e. • • • Navy 
-2-ll.2 

L.eah.ey .':'homaa Sr. £eon .. 33 None 6 • 4- 27-42 H .. Y...Jr. • • • • 
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M ...... 14 • ot Length or Date Length ot ·- Title e Children Defe1'111ent Re ueated De! .Extenoion Preaent Statue 
SECRET SERVICE DIVISION: 
J.D4ereon,Boward A«ent 29 Single 6 montha 2- 26-42 B.K.Jr. II 1n xu.. senioe 

Barrett, Thoue B. Jr. Agent 27 Single 6 0 2- 26-42 H. H.Jr. Awaiting 1netrue-
tlone troa Board 

Blakietone , J.r. Agent 32 Single 6 0 2-26-42 H.ll.Jr. Io in Xll . Senice 

Deolt.ard, V1laer Agent 33 Single 6 0 2- 26-42 6 aontho on B. I! . Jr. 0 • • 0 

u-6-42 

!!&ll&ll,Valter A. Agent 34 1 ohlld 6 0 2-26-42 H. I!. Jr. 0 • • • 
Levrence, Elaer J r . Agt. 34 None 6 • 2-26-42 K.X.Jr. • 0 0 0 

ltcNaaara,Va. J. Agent 33 Single 6 • 2- 26-42 H.H.Jr. • • • • 
lll.llar, Chae. A«ent 33 None 6 • 2-26-42 H.ll.Jr. 0 • • • 
Patern1, Paul J . Agent 35 Single 6 • 2-26-42 H.M: . Jr. • • • • 
Petereoo, Burrill "«ant 27 None 6 • 2- 26-42 H.H.Jr. • • • • 
Dunp~ . Leo Agent 29 Single 6 • 4-21..42 H.H.Jr. • • • • 
Jelaon, Paul Pr1'fat e 32 Si.ngle 6 • 4-21- 42 B.H.Jr. Clau1t1e4 4-r 

Do~clt,llUohell Pr1'fate 23 Single 6 • 5-15..42 B.M.Jr. Ie 1n ll11.8eM1ce 

Lanier, Glenard lrhate 27 1 child 6 • 6-11!..42 H.M.Jr. • • • • • 
Moore , George T. Pr1'fate 28 1 child 6 • 8-19..42 B.M. Jr. • • 0 • 
Qu1ab:y , La'tf-renoe Private 33 None 6 " l!i-22- 11-2 H.M.Jr. Claoo1t1e4 I-A 

Shank , Ol.enn P . Private 28 None 6 • 9-22-42 B.M.Jr. Ie 1n M1l.Serv1oe 

Mcl..a.ughl.l.n, l"r&nk Pr1vo.te 42 No no 6 • 10-10-42 H.Y..Jr. OYer draf t age 
Scbu~~t,Theodore P r1vate 45 S1.ngl.e 6 • U - 5- 42 H .. Y.: .. Jr .. • • • 
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J.wla , ~-· 'cent 35 llone 6 aontha 11~12-42 B.K • .rr. I a 1n xu. 
11-aba, ~rB. PrlYate 29 Ilona 6 • ~22-43 B.X • .rr. • I I • 

UX l.IUIIILA'riTJ: COUIISEL: 

Va!lrbartlc, Cone. Expert 33 Slngla 
Palu a. 

6 • ~1~3 B. M.Jr. Det.axplre 

SUrreJ, ltan.laJ Leg. Counae1 32 Hone 6 • ~19-~3 6 aontbo on H.K. Jr. • • ~2()..~ 
11-1~~3 

ux BE8I:AJUlll: 

.t.D4ereon, Oar1 Aaeo.Eo. An. 3~ S1ng1e 3 I ~6-~2 B.X.Jr. Io ln 

Atlaa, Xartln Aaao. Stat . 29 S1n.gle 3 • ~6-~2 H.K.Jr. C1aultle4 11-r 

Due, Jobn • io • An. 27 II one 2 I 6-6-42 B. X. Jr. x. 1n xu.a. 

VAB PIIAIIOE DIYISIOll: 

llrwlb&uah, R. D. Sr.Clerk 27 Single 3 • ~24-42 State .t.4a. h 1n XU. Ienloe 

llcCart)',XllbUJ'II Cb. ,Preee 30 81ngle 6 I ~1-42 B.X. Jr. Ia 1n XU.Ien1.oe 
Seot1on 

Mager ,llaro14 Teoh. Aeet . 35 1 oh114 3 • 12-2~3 H.K. Jr. Deterred untU 
Peb. lnduoUon 
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TO: Secretary Morgenthau 

FROM: Mr. Gaston 

December 15 , 1943 

~. 
During his visit t his morning General Hershey 

of Selective Service supplied some interestint; {;eneral 
figures about the strength and manpower needs of the 
al'nted forces . 

As of December 1 the total stren~th of the Ar~ 
:"s 7,400,000 men and of the Navy, Mar1ne Corps and 
Coast Guard 2, 700,000 men, making a £rand total of 
10,100,000 in the armed forces . 

It is·expected that the number of men in all 
services wi ll level of f on about July 1 next year 
at a total strength of 11,300,000 men, including 
7, 700,000 in the Army and 3, 600,000 in the Navy, 
Marine Corps and Coast Guard . The Army thus will 
have to be increased by 300,000 men and the Navy 
and its branches by 900,000, which is the surprising 
f igure of the situation. In addition, losses by 
discharee and other causes are running at the rat e 
of about 75,000 per month for the A~ and 25,000 
per month for the Navy, Marine Corps and Coast r,uard, 
so that 700, 000 addi tional men will be needed up to ~ 
July 1 to replace losses . ~ 

This means that Selective Service will have 
to supply between now and July 1 a to tal of 1, 900,000 
men for all branches, of whom 1,200,000 r.ill be 
needed to bring all forces up to full strength end 
700,000 will be needed for replacements. 

The sources of supply for this total of nearly 
2,000,000 men are as follows: 5,000,000 registered 
fathe rs; 3, 600,000 4-F registrants; 1,600,000 2-A 
and 2-B registrants, consisting mainly of those 
deferred for industrial occupational reasons; and 
1,800,000 in agricultural occupations . In addition 
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there are to be added approximately 100,000 boys 
reaching the age of 18 every month, or a total of 
700,000 .for the seven months . From this source 
General Hershey said we might expect to obtain 
400,000 to 500,000 inductees in the seven-month 
period. The remainder of a mill ion end a hal f 
will have to come out of the above list of those · 
held in reserve. 

Selective Service is now proposing to take, 
as far as possible, ell men under 22 out of special 
deferment , deferring men in that age class only fo r 
vert exceptional reasons. He said he thoueht that 
a~e limit woul d have to be moved up before July 1 
to 25 in order to eet approximately 300,000 men 
from this source . 

Another 200,000 may be obtained from the 4-F 
classification and from the deferred farmers . r-et ting 
additionak men out of the 4-F classification will 
mean some relaxation of the physical requi rements by 
the Services . 

General hershey said it was a rather distressing 
fact to him that out of 3,600,000 men disqualified by 
medical examination approximately a million were dis­
qual ified fo r what he called "defects above the neck. " 
This number includes 400,000 i l literates, 500,000 found 
to be to some degree psycno-neurotic and 100,000 having 
definite orbanic neuroses . 

In reply to your question about retting addit ional 
women fo r WACS, WAVES, etc . , General hershey said we 
had apparently gotten about as far as we can get under 
a voluntary system, which never vrorks satisfactorily. 
he said the resistance would probably be too great to 
hope for a Sel ective. Service system for women, but if 
we had it it would be equivalent, up to the limit to 
which women' s servi ces could be used which is far 
~reater than the number in service at present , of 
1nducting the same number of men. 
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DE~'ERLIEN 'IS 

Present: Mr . Gaston 
Kr , Thcmpson 
Wr. Wilson 

H,W, JR: What do rou have? 

December 15, 1943 
10:45 a.m. 
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WR. THOMPSON : ! couple of plate printers. 

H.M. JR: He is a thoroughly int elligent person, 
Herahe7. 

MR. WILSON: Yes. 

H.M.JR: (Signa deferment reguest for Walter Cohn, 
age thirty-four, a plate printer.) Tbe next i s John Hospan, 
a plate printer, thirty reara old, He is one-A and has 
two children, pre-Pearl Harbor, The other man waa a pre­
Pearl Harbor father . That doesn ' t seem to make so much 
difference now, though, does i t? 

WR, THOMPSON : No, i t doesn't. 
• H.M.JR: Here is a man thirty-seven. 

MR. THOMPSON: ! ssistant Collector of Internal 
Revenue. That ia really the moat important job in the 
Collector ' s office. 

H.K. JR: He i a thirty- seven and has a child, Tbe 
child was born, I gather, after Pearl Harbor, 

WR. WILSON: No, he waa a pre-Pearl Harbor father, I 
checked on that caae. 

H.K.JR: Geor ge Welch, Jr., Assistant Collector of 
Internal Revenue at Nashville • 
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(The Seoretar,y on White House telephone) 

Hello, Kiss Gilligan. tlll you ask the Judge when 
be would like to have lunch with me. I gave him bia choice 
of Thursday or Friday------

Yea ••••• 

Would you let Mr . Fi tzgerald know? 

Thank you ••••• 

WR. 'IHCIIPSON : (Handa doc11111ent to the Secretary.) 
The Draft Board called and asked if we were ~oing to 
ask tor deferment. If we don ' t ask, the1 w1ll put him 
in one-A, and he will be subject to call . 

H .~! . JR: How do we ask for him? 

MR. TH~PSON : For the six months . 

H.M.JR: I see. Do you have any doubts about him? 

IIR. GASTON : No. 

WR. 'll!OOPSON : I haven' t tne slightest doubt . I feel 
that Fred &ith is like ;your right or left al'lll, as is 
Ted Guble in tbia bond drin. 

H.W. JR: I think, though I would feel happier about 
it, it tbh thing goes through, it be could be examined. 

IIR. GASTON : Yes, I t hink the chances are more t han 
fifty-fifty that he will be washed out on the physical. 

H.Y. JR: Well, be baa bad his gall bladder rsnoved, or 
something. He can't ge t any insurance. 

IIR. THOMPSON: Someone t old me tb1roi d. 
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H.W.JR: He has a thyroid deficiency, high blood 
pressure, and he is unable to get life insurance. 

MR. GASTON: Nonnan told me he bad been unable to 
get life insurance, so I couldn't imagine the doctors 
passing him . 
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(The Secretary eigne request on Fred Smith) He is thirty­
five , and has ~~o children . 

WR. THWPSON : Thi a case of Randolph Paul' a laW)'er-­
in view of the fact that the review; coami ttee refused to 
consider l aW)'ers and the General dido ' t seem to be inclined 
to fight such cases, I don't know of much we can do for 
him. 

WR. GASTON : Which is he? 

MR. THOMPSON : Lesser, Luxford's assistant. 

H.M.JR: When does he come up? 

MR. THONPSON: Be hasn't been called yet. All Mr. 
Paul is asking now is an assurance we will defer him if 
hie case comes up. Otherwise, the man is probably going 
to get a commission. 

H.M.JR: Let me just read this thing a minute. Well, 
I think he would be sa important ae some others . I can 
say yea, but it may not do hi.m any good. I guess he 
just wants us to present it , 

MR. GASTON: Yes, I would think eo. 
wucb about Lesser except I have heard he 
man. 

I don't know 
is a very good 

MR. WILSON: He is on the Foreign Funds Legal Staff. 

MR. THOMPSON: He is a very good man . It is the kind 
ot case we would approve. It is Just this new angle that 
the Board won't approve l &W)'era. 
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H.U.JR: Lesser, Foreign Funda Control, aasistent 
to Luxford. All they are asking ia "If he is called, 
would I approve it! and I say yea--i mean, would I ask 
for an exemption. 

110 

Regraded Unclassified



BRITISH BALANCES 
INDU Sn.VER 

Present : lflo. White 
Klu !ietler 
Kr. Fr i edJDan 
lfloe. notz 

Deoembfl' 15, !948 
llf20 a ••• 

H.W:.JR: I had a good hour with General Herahq. 
The next eeven 1110nths the Na17 h taking nine hund:ted 
thousand men and the i1'll;r onl7 three hundred thousand; 
and they lose a hundred thousand .. n • month out of the 
~ and N&17 for one reason or the other. 

These figures are not secret. By the first of Jul7 
the Ul'fl1 will go Uf to seven million, seven. He says the 
Navy went on the H1ll for only fifteen minutes. The Havy 
is going to have three million, six hundred thousand. 

MR. WHITE : Are these in addition to those lost? 

14~ 

H. W:. JR: Thq need approximately two million men between 
now and the first of July. 

liR. WHITE : Of which a million, two hundred thousand 
will be replaoemnh? 

H.U. JR: No, they need to be exactly a million, 
nine hundred thousand, of which sev~n.hundred thousand--

~-

liR. WHITE: They talk of losing a hundred thousand men 
a month. • 

H.W:.JR: This is for the next seven months. At present 
the figures are ten million, one. Thq need eleven million, 
three. So in order to gain this much they have to take in 
a million, two plus seven hundred thousand. 

MR. WHITE: They certainly have to go to the pre­
Pearl Harbor tathera. 

H.W.JR: He said thel are going to screen five hundred 
thousand married men. He doesn't expect to get very much 
out ot t hose. There are a hundred t housand boys a month 
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Who become eighteen, but about twent,r percent of those are 
alread,y in the Na'fT. 

The interesting thing is, he says t he Navy and the 
Ai r Corps get the best, and t he irror gets what is left over. 
The Air Corps are never satisfied. 

MR. WHITE: That would be all r ight. The Air Corps is 
made up of a lot of people besides fliers . For every flier 
they have , th~ have seven or eight on the ground. 

H.U. JR: The iir Corps, he said, is practically as big 
as the Navy now. 

I.IR. '/IlliTE : But this business o! giving them the best 
people--

H.W.JR: I just thought that would interest you. I 
had to catoh mf breath, because it came ver,r fast . 

MR. 'NHITE: They are going to demobi). ize a couple of 
million of t hose before t hey hive had two or three months ' 
service, in mr opinion. That is the absurdity of t heir 
posi tlon. 

I'd like to first raise the major issue with respect 
to this British thing. The mai"or issue, as we have dls­
cuased it, I think is crystall zing to the point where you 
have got to go back to our original position. I don' t be­
lieve there is any way in negotiations with the British in 
which we will be successful in bringing their bal ances 
down. I think there ia only one way. 

H.!l. JR: I thought this was going to be India. No? 

MR. WHITE: It is- -a part of i t is. 

H.U. JR: I have got to walk to get some exercise. 

UR. WHITE: I think that the only approach t o the 
problem would be to notify t he Br i t ish that from now on the 
followinf items they are going t o pay cash for, and cut 
ruthless y down on a lot of items until they reach a bil~ion 
dollars. iny other position but that will yield such sl~ 
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results that you are not accomplishing your objectiTe . 

Now, it the President decides, after that recommend­
ation, that he doesn ' t wish to haTe them out to a billion 
dollars, that he wants them moved up to around two billion, 
I think your task is simple; you don't have any of these 
problems. 

H.M.JR: Well, now, when you aay they have got to pay 
tax, you mean for non-military? 

MR. WHITE: Yes, foodstuffs , oil- -

H.M.JR: I would add to that: I think that the mili­
tary stuff should be screened. 

WR. WHI TE: But that doesn't affect their dollar bal­
ances. That is a separate problem. If they get less mili­
tary goods, they don't bey anything; they just get along 
wi thout. 

H.~. JR : That is another problem. 

MR. WH ITE: That is a savings which is part of your 
responsibility, too, but it is a separate issue from the 
dollar balances. 

H.M.JR: I agree with you. 

WR. WHITE : Now, there is going to be opposition to 
tha t , and we have talked it onr again and arin,and every 
time we come back to the same thing--it ough to be brought 
up to the President. 

B.U.JR: To hell with the opposition!--pardon me. Let 
me take a stand on 7111 01111 feet as Secre tary of the Treasury. 

MR. WHITE: May I read the r ecommendation that we want 
to draft--two paragraphs? 

H.M. JR: If we get everybodY together on this thing, 
we will be another ten montha. When did the President 
sign that r ound- robin? 
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UR. 1NHITE: One year ago, almost. In other words, 
I think the point has come that Crowley is with you on this 
or he oan present a separate memorandum. That would be ~ 
judgJIIent. 

This ie the \>ropos&l which it ends up with after four 
pages , which we w1ll have polished up by lunch toda{, so you 
can distr ibute them. (Reads from "Recommendations, COPT 

attached) 

"In our opinion, the considerations which prompted the 
Jenuarr directive ere still sound end the necessarr steps 
should be taken to reduce the scope ot lend-lease aid to 
the British, unless Congress is informed ot the situation 
and agrees to a more generous polio7. • 

Do 70u want to put that "unleaa" in there? 

H.K. JR: No. I ' d put it the other way around, if you 
don ' t mind. I'd say it this way: 

"In our opinion, all the factors which went into the 
preparation of the memorandum which was agreed to by the 
heads of the affected parties and approved by the President 
still hold good." 

See? "And after having tried tor almost a year to - - " 

liR, \Vh'ITE: Implement the directives? 

B.M. JR: • ,,, to carry out this thing, but due to lack of 
cooperation on the ~art of other depar tments, or the inter­
ested parties here lD the Execut ive Department, we feel 
the t we now have to make our own independent recommendations 
to the President." See? 

MR. VffiiTE : All r ight. That is the way I feel. We 
have tried for eleven months t o get the peopl e to t hink. 
Everything t hat baa happened and has gone in t hat memorandum 
is still so. 

H.M. JR: " ••• Therefore, Mr. Presi dent, as Secretary of 
the Treasury, I have to make an independent recommendation, 
independent of the other departments. And t his is ~ 
recommendation to you." 
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UR. WHITE: Well, we can have two sheets: one that way, 
and then we can have you making i t along wi th Cro~ey. 

H.M. JR: That ia all right. 

MR. WHITE: Give them the other first . 

H.M. JR: We ' ll trT with Crowley first, but if Crowl ey 
"on't go along - • But I'm not going to see Acheson 
Ur . Stettinius - I am not going to tuss any mor e. • 

~. WHITE: The question of seeing Ur. Acheson will 
raise another point whiCh is subsidiary, and I'll take it 
up with you later, because we promised to keep him informed 
sometime ago. 

H.M. JR : I'd just as soon heve a meeting and show it 
to him. 

L!R . WHITE: Before you give it t o the President? 

H.M.JR: Yes, mAfbe he want s t o sign it. 

!AISS KISTLER: lo6iy get to the President before you, 
you mean. 

H.M.JR: I am not going to argue. "You can either 
come along or stay behind, one way or t he other . If you want 
to join us, okay; but I am not going to argue about it.• 

L!R. WHITE: (Continues reading f rom Recocmendat ions) 

"It is therefore proposed: 

"1 . To ditcontinue certain t ransactions which would 
never have been undertaken except for Br itain's acute short ­
age of dollars, and which experience has shown are opposed 
by considerable sections of opinion in this country. Among 
the tranoaotions which it is proposed to out are: (a) long­
term capital installations; (b) oft- shore purchases such aa 
Iceland f i sn, Caribbean sugar, and oil from outside the U. S.; 
(c) civilian r:ods to the Middle East; (d) all goods to 
South Africa which is well off financial ly) ; (e) small 
requisitions which are a nuisance) ; (f) certain other 
controversial c~vilian items. 
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"2. Since these measures are insufficient to bring 
British balances down to the agreed maximum of $1 billion, 
it is further proposed to have the British pay for as 
large a pro~ortion of civilian goods obtained in this 
country as 1s necessary to bring down and keep their 
dollar and gold balances at about $1 billion. 

"If you approve will you please indicate below :" 

H.M. JR: I'd say a billion, six. 

}[.{, ·:IHITE: That is what it is now - a billion, seven. 

H .~.JR: Well, you could keep it t here. 

MR. ~~ITE : Then you don' t need that second, if 
that is the way you want it, because these items will 
bring it down. The directive says a billion dollars. 

MISS KISTLER: You want to get his opinion on the 
directive , don' t you? 

11R. VntiTE : I think if you fe.el that way about it -

H.M. JR: Is the directive a billion dollars? 

UR. WHITE: The directive says a floor of six hundred 
million and a ceiling of a billion. 

H.U. JR: Let's stick to that. Then draw the di rect ­
ive - I amend it, and then it is the President who takes 
it over. 

UR. WHITE: That is the point. 

H.M, JR: I had the six and the one mixed up. 

1!R. VIHITE: It was six hundred to a billion. 

H.M.JR: All right, okay. Let's get tougn. Are 
you all with me on that? 

J.!R. '.'~UTE: We are in complete agreelll8nt on that . 
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H.M.JR: You h&d better be . I feel tougp tod&y! 
I ~ tired of &rguing. 

l!R. 1'/HITE: No, we hue been t r oubled about this & 
long time. 

Now, &bout t he Indi&n - There are two things : one 
is no longer necessary t o discuss--the l etter from Crowley 
to Hull in which he st&tes that they &re having great 
difficulty coming to & reoiproo&l arnngement. If we 
take this posi tion, we don' t o&re about the reciprocal 
arr&ngements; then we can p~ cash for whatever we need, 
and we merely make England pay cash for more items so 
that the Indian thing no lonfer is relevant if we stick 
to that posi t ion. If we don t , then it becomes relevant. 

H.U. JR: '1/ell, supposing we get turned down? 

!JR. WHITE: If we get turned down, then it we get 
turned dCMn and the President says that he thinks the 
f igure ought to be about two billion, as was rumored, 
then I think our interest in it ceases; because two 
billion dollars they will gradually reach by - they will 
know about it twenty-four hours after he pronounces it, 
and they will probably reach it, ~ guess would be, within 
six months or, ~ further guess would be, if the President 
makes that st&tement they will never get anr reciprocal 
arrangement. They will agree in pr inciple &nd stall 
for month &fter month. So I don't think we would have 
to worry about~- would you? 

MISS KISTLER: I agree. 

llR. 'lldiTE: Now, the Indi&n silnr. I think the 
first price of silnr is risi. ng. It is now ninety-eight 
cents in India. I t hink that we have reached the point 
where we have got to agree to lend- le&se the silver . I 
think we are increasingly vulnerable with nothing to 
gain by withholding i t. They o&n take the position that 
i t would have helped. We o&n' t s&y it wouldn't help. 
We think it wouldn't help much, but the situation is 
pre~erious. The risk is very negligible. It is 
coming out of stocks that wouldn ' t be used, &nThow. 

• 
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H.Jl. JR : 'Nh.at did I say to the Senate group? 

MR. WHITE: You told t hem you were going to give it. 
The only reason you have held up is because of political 
reasons - you are trying to get out of Halifax these 
reciprocal -

H.L!. JR: He more or less oame through. 

MR. WHITE: He agreed in pr inciple . 

H.Y.JR: ill r ight, let ' s throw it in the lap of 
Crowley. What the hell! 

IIR. \iH.ITE: The Treasury will recommend the l end 
lease of silver? 

H.U.JR: Yes, we'll do it at lunch. 

lffi . VlliiTE: Those are the only two probl ems. 

H.M. JR: Are you going to have it ready for me? 

J.!R. iVHITE: Yes. 

H.Y. JR: Came in here at five minutes of one. 

J.!R . WHITE: Yes, sure, we'll have it . 

H.li. JR. Can I have that letter back I gave you? 

IIR. '1/HITE: I'll give it back to you - no, I think 
I tore it up. 

H.L!. JR: I have to have it for TJI1 file . 

MR. WHITE: I tore the envelope - I tore something. 
I have forgotten . 

Let's start all over again! You want that letter 
back. (Laughter) 

H.~.JR : Can I have the letter? 

IIR. WHITE: You can have the l etter. I can remember 
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~hat it was now. I was about to tear it up when I saw 
it wasn't a l etter t o me; so I didn't tear i t up. I 
have a logical explanation! 
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;!. Jr: 

~~pre tor : 

.. obt-rt 
·;rr.n~CM : 

l! .. ,.. • 
.. . u • • 

:: .:r: 

·; Jr: 

F.: 

~~.Jr : 

H: 

'i Jr: 

'l: 

:!: 

;;::Jr: 

H: 

Hello . 

Go ahea d. 

Bob? 

December 15, 19~} 
11 :50 a . m. 

I ' ve b~en slee~1ng over this matt~r of Norman 
rann • e . 

Uh- huh 
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And if you feel h~ ' F the bP.e t ~~llov , it' s all righ t 
"1th oe. 

Uh- huh. All rit;ht, that ' e fine . 

All r 1c:;ht. 

I - I t hink so . 

.:eu .. .. 

And after se t t i ng advice f r om al l o f the ol der men 
a r ound here. 

>·!ell, I 

I - I ' n glad that you ct>lled me , b•cause he ' s 1r. ­
he ' p 1n to 1m her e . 

·.:ell , !1; ha£ my blesein£, en~ you ca:~ tell him PO . 

'oell , tl".anks a ·lo t. 

And l e t him know tha t I soy eo . 

All right. 

Thank you. 

Thank you. 
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Luncheon l!eetl.n!; in Secretary •a Dinin<. ,;co,. 
Wednesday, Dec caber 1.5, 1943 

Present: Secretary o..or~sentfulu 
ltr. Crowley 
Hr . Cox · 
J~. Currio 
l..r. White 

(Lr. Cox arrived .f'rao the cOIIIIIittee hearings 
about ten minutes late) 

After 101114 plaasantrioe Secretary Lor.,enthau said the business of 

the conference >~a& the question of the British ~;old and dollar balances . 

Jt.e s..:retary said that i t was clear that .:r. Crodey wasn ' t boing an;y 

r;ore suceesstul tban the Treasury had been in atte:r.ptin& to obtain 
. rit.ish cooperaUon to reduce the balances . l!r . rord.te had in.f'ol'\iled the 

Secretary that t.;r, Crowley's shop was having very litUe success in ita 
efforts to get o. aubstant i o.l llmount of Lend- Lease in reverse . It was 
because of the slow and uncertain progress on that point t.hat the 
Secretary believed the t1Joo had come to present to t he l'roaidant the 
recomcendationa ouUined 1n the draft memoro.nd= just reed . L.r . \.'hite 

atatec that the siMll degree o.r success wllich J.:r, CtvNle:y •s .,roup were 

naving on this front wasn't due to an;y lack o! effor t . !ie ellid that he 

hao been in constant contact with :..r. Crowley and !r . Cox and that he 

hao been l envinl! no stone untumed to get speedy and effective acti on 

151 

but that the ilritish were not de81rous of 11\Ukin~ the desired crrangeoents . 

"i1le Secretary said that he had a draft of a memorandum to the 
~residen~ wllich he understood had been prepered b'/ Crowley• a ato.rf a1vl 

the Treasury atatr. Re s aid thilt he hoped that ~_r, l.rowloy was still 
prepared to ~o along with the on the reco.,.,.,ndation contoine<i in the 
umorandum . He sai<l that in an;y cosa he was preparea to cake the 
reco...,.,ndation inasouch as he felt he could no longer delay t.olis matter 

but that he would be happ:y U ltr. Crowley would &;o alon~. lie said that 

he ass1ued that llr. Crcmley had not changeu his mind since the las t 
meetin& on tho nocessi ty for rai.aing the t.>atter l'lith tho !'resident. !.e 

asO<ed ilhite to read the ui>Orand\11!1. \iM.te au",ested that it t.i.;ht be 

necessary to read onl.;y the reeo-ndation incsa:uch as the ret.ainder of 

t..'>e t:lelliOrandwa was familier to the. group. A!ter the recoiJI:lGnaations were 

read the Secretary asked Crowley whether he Ttae prepared to r o nlon.: with 

those reconunendations and cr . Crowley replied that he was . ( r . Crowley 
repeated what he hed said at aome of the earlier meeti.nt~e with respect 

to the President ' s statement that we ought to let the balances be around 

,2 billion but that he had asked tho President, •!'lease not to sa;y toot 

but to let Secretary :.:or~;entheu and he (l:r. Crvde;y) wori< the watter out 

snd then if the:y were too toueh with the Britieh in the President 's 
j~ent that the President could aba;ys tell them to chMue.• "ihe 
Secretory a aid tll4t the President had lllflnt1oned to him a lower figure · 
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Division or l:onetary 
!leeearcb 
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n was asreecl that the Prvddent probably was under a tlieunclerstancling 

tmi thouE,llt that the Bri tieh balances Tlare near ,2 billion nnd that the 

!'resident wae usin~: round numbers . 

:.r. cro·dey eJCpressed tho view that it 110ulcl. be better in his 

011inior. it instead of sendin~o the mel:llOrandUD to the !'resident after 

r.Avin. <.iiscuaeeG it with Stetti:lius, tbet they walk it ovor to the 
~resident so that they uould be in a position to discuss it rl th the 

f resiaent. J!e etotea that it they were to senti it over Stettinius, 
Acneson, or &Otrleone e lse in tho State Departt1ent woula slip in and 
••• the President alone and asain present a one-sided view and that his 

~cci&ion :oitht be n.ade "ithout their gettinG an adequate 1>eorin6• 'ille 
Sccretar, agreed tbat the beat Ws::f to banclle it would be to walk it 

over . !t ...,. then decidea that a meetin( would be called in the 
SccreU:ry•s office the n~ ds::t with representatives of the State I:epart.­

:nent. :..r. <.ro>.ley anJ hr. Cox Miu that there wouldn't be ••uch use in 
havinb the meeting i! Ache a; on alono came inoamuch as hchttaon ' s views 
ui<in ' t represent the State llepartment •e viOl'ls in this r.atter. The 
Secret.ecy rep.Lied that D-. :;tettinius •tould have to be tbore along ,-litJl 

r . Acheson since t.i>is matter atre<:ted Stettiniw; direetl,y since 

Stettinius '""' untU recently been in char1.e of Lenc- Lease • 

..r. Crovlloy said that ho TIOuld like to have a chance to study the 

mo:nor:mdWil before the meetin(. on the folloorin,; day ano ' .. hi te said that 
t.here were sor.~e changes that <.:urrie bad su&bested which thoy r.iche<i. to 
incorporate in the •oen!OrandUDI and a copy would be sent to I r . Cl'O\rley 

t!lat afternoon . 

7nere n~; :sene oiscueaion as to the oerits ct ,uttin6 the recoc­

"''""ations ena tbe issue so defitlitel,y befoNl the l'resiaent. 'ihe 
Secretary replied tlJat ., •• exnct.Ly l'lhat 1'1as ~anted . '.illite added that 
it seernoo !'utile to continuo to pursue the negotiations which hod beon 

0oin~.,o on for &o llllli\Y months inasmuch ae thero was no prospt"ct that a 
continuation o1' s~>ch <.iiscusoions anti nec,ot1ations vriili tho uritish 
m.uld yield reoult:; at all eoar..ensur .. te with t.he desired .,onl. ne said 

that lt was ou:- opitlion tnut to ~;et results it woulo be to infer.• the 

1-NI&ici.ent that we were GQin., u.beao to curtail l,c;.n(.;.- i,easo "" on civil~ 

0ooJs if neceoeory to fulfill tne rresiaent•e directive or Januar~ · "t 
tho hesident tiian •t IriSh that <.iirective to oe adhered to, he could 
withdraw it or t odii'y it, but t.hnt so lont: us the dil'ectivo e>".iated tho 

treasury and other agencies to whom the directive v:as isaued l1<1d the 

responsibility of carrying it out . hl'· crowJ.ey agreed . 

The Secretary then raised the quesr.ion of Soutn Africa anci infoitil&d 

• r . CrcTtley that a letter baCl boen sent to him indica Uno th"t "e r.ere 
in concurrence with their viow that South Africa ou:,ht to be rut on a 

cosh bas is nort but that he could not uo alone rl th Cro,.,lo:r in I'Ccomenainc~ 
l.nu t. ''e ask .1'or a reimbursement for swns which we hau. aJ.reaoy sent them 
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D1 via i on of l~onetary 
Research 

•• Land-Lcaso aid. He thought that we would be welcninn on our under­
stanoings . W \'IOUl d be acting in an undignified llllinner ae "Indian givere" 
lUlU \llllt suoh a atep would have a bad ef!ect on U1e other countries having 
Lano-Leaso . 1'hoy would be uncertain whether we were in1t1atinv e new 
policy requiring that they v"Y us back i n cosh for such aid as we had 
olrea~y given them. J. r. ~ox said that the request thAt they pay us back 
for pan J..end- Looso aid wa• put i.~ to strenBthen our bargaining position. 
l r . Cro•loy acre11d with Secretary !.oreenUu•u ' s viovr that wo ought not sek 
ro1• cash repayt1ent on back Lend- lease aid to South l.fricu . 

Lr. Currie said that he bad learned from the State l.oeparu:ent that 
tl•e South Africans did not 1<ant to &O on a cash basil and that discus­
dona .. ,.. now ~in& forward between the State :.e.,.. r t.ment ana South ..!rica 
to see how QUCh Lend-Lease in reverse could be obtained. i.o said no deci­
sions hao yet beon t.ade and that he hoped that they would be successi'IC. 
in ~uttin. :.Outh Africa on a c&sh ba~is . 

H. ~ . ·•hite 
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:;; Jr : HE'llo. 

December 15, 1943 
2 :10 p . m. 

J. t: . 3ro· n , 
s•cy to t:r . Hull : Hello , !-:r . Secretary. 

i!i.Jr: 

":.Jr: 

- . Jr: 

'" : 

-':.Jr: 

H .. Jr : 

'· Jr : 

~:.Jr: 

"· 

'f'Jr : 

?: 

~ •. J:r: 

':lho i s th1 s , pl ease? 

This is J . E. Brown sneaking. 

Oh, yes . l·!r. Brown, I wnnted t o a rrange thru 
l·.r. Hull's office , thl' t Mr. St e tt1n1us and 
.. r. Ache son, lt' convenient, could coce over 
he r e a t t hr eP- t h1rty , t oll\o r row. At .... 

At t~~ee- thirty tomorrow? 

X•ah, and Hr. Cr owl ey w:11 be her e too . It' s 
~ n regard t o Enf"li&h belancee. 

I eee. 

See? 

Xes . Now, :-: r . - ::r. Crowl~Y ·~1 11 be ther e? 

l: r. Cro 1·11ey , Hr. Cox, nncl l!r. Currie will be 
h erE' . 

. ·1r. Cox e ncl ~lr. Curri e . 
• 

Xeah. 

I 'll - al l right, I'll £P t tha t meseeg~ to 
t h em, and t heY - then aencl ~~rd t o your offi c e. 

Xe!! , 1t you 111 l Pt l.r. F1 t zGer al cl ltnow. 
culte i moortant. I mean, I hooe they're 
t o be abie to make 1t, because .... 

It's 
~;o1ng 

I ' m- I ' m gure they will b e, na turallh if theY 
ooeslbly - poee1b1y ca n. 

Rl gh t. 

I' ll l et them know that lt ' e imoortant. 

If you would. 
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All right; sir. Thank you. 

Thank you. 

Good-bye. 
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.;~rry 
'•'hit~ : 

;~:Jr: 

-. Jr : 

- J:r: 

"· Jr : 

-.:·.;r : 

.. : 

-.:. Jr: 

December 15, 19~3 
2:15 p . m. 

(Firat oort1on of conversation not r ecorded) 

.... I know. 

·..:el l , I ' m sorry. Anyway , befor~ you go home 
t oni ght , ?l ease dictate a memorendum on tha t 
t hing . 

Oh, yes . Yeah . 

. 111 you for me? 

I 'll do that . 

.:!ecauee that - •..:e '.<er e .. ovlng ? retty fast ther e . 

The. t' s rlE;ht . I ' 11 do thn t. 

And - i t wae a &ood mee t ing. 

I think eo , detlni t ely . 

I • a nt to see tha t documen t bef ore we show 1 t to 
Stettinius and Acheson . 

Ah- befor e we send it over? 

' . .'ell , I ' m not goi ng to send it over today . 

tlo , bu t I - I ,.·as going to eend 1 t over to -
t o Crowley . 

Oh , it 's all righ t to Cro>ley. Yeah. 

Yeah. 

No , bu t when your crowd .... 
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•:: e 're revis i ng it no., to eend to Crowley , and 
then - then they'll ~robnbly have some suggestions, 
8nd then before tomorrow, you ' ll s ee another cony 
of it. 

Corrected ... . 

I mean bef or e tomorro.,• e me Pting. 
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Ae ~ou were, sir. 

Righto . 

• 

(Laughs) 

(Laughs) 

Okay. Good-bye, sir. 

Good- bye . 
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Deceaber 15, 1943 
3:00 p.m. 

161 

DISPOSITIOO OF SURPLUS COl!MODITIES, PROCUIID!ENT 

Present: Yr. Sulllvan 
llr. O'Connell 
.llr • lt!a ck 
:Wr. llapea 

H.Y. JR: Now, Cliff, supposing you tell me something 
about thiaLeither you or :wr. Kapea, what baa been happen­
ing recent~ in surplus disposal, what you have been doing. 
I am very much out of touch. 

:WR. MACK: Very good. Well, starting about February 
of this year we have been fairly active· with the so-called 
property ut ilization program, fi rst with the WPA surpluses. 
Those were contracting materials and equipment of one kind 
or another. Then along in July as a result of le~islation 
NYA was liquidated,and we have that property to d1spose 
of. 

We have soae pr operty f rom other agencies, but just 
recent!¥ we have had surpluses from mill tary services, 
a.od those surpluses--

H.K.JR: Wait a minute, let me ask you a question . 
~hat methods of selling did you use when you were selling 
stuff fraa NYA? How would you dispose of it? 

KR. KiCK: Well, for the moat part the surpluses 
!rom NYA were di sposed of to the Federai agencies, and 
to the extent that tha t or any oth~r property was disposed 
of to tax-exempt organizationa, aay1 ci ties, towns, and 
States, or for public sale, it was Dy the competitive 
method. It waa by iasuanoe of invitations and awarded 
to the hlgheat bidder. In the case of controlled materiala, 
those were negotiated tranaactiona . 
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MR. SULLIVAN: lnd aold at the ceiling price? 

JAR. MACK: 
of as a result 
part. 

Yea. Those control materials were disposed 
of allooa t i ona m.aae by 'IIPB i'or the moat 

Now, the materials that have been declared to us by 
the military services recently have been--and they haven ' t 
disposed of much to us unti l just recently--along the linea 
of vehicles, We have sane sixty- seven or eight hundred 
au tanobiles , We have about ten or eleven thousand t rucks. 

H.M. JR: Take sixty-seven hundred automobiles--what 
kind are they? 

MR. MACK: Those are of various types, light oars, 
medium--

H.M.JR: How d.id you dispose of those? 

MR. MACK: The passenger cars and the t rucks have 
just been decl ar ed t o us, but we are working wi th ODT, 
the Office of Def ense Transportation, and they will be 
disposed of as the r esult of, in effect, allocations, 

H.W.JR: You have to give me more details • 

.llR. AlACK: Well , it was done in this fashion : The 
passenger cars are those wh.ich were acquired for the most 
part by the military serTices f rom the dealers that had 
than when cars were f rozen. 

H.lo! . JR: !'hey are not Army? They are any kind of 
vehicles? 

MR. MACK: All kinds of vehicles, and, I think, for 
the most part they are in the same condition as when they 
came f rom the dealer. 

H.M.JR: Wostly new? 

J.!R, lUCK: lotostly new. 

• • 
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H.M.JR: I mean, how will they wan t to buy th«n? 
How can you buy them? How wi!l you sell them? 

MR. MACK: I think Mr , Mapes can probably tell you 
thllt . 

MR. MAPES: The cars are a relativel y new program 
with us, as you know, and we are working with ODT and 
OPA in connection with their rationing. 

Now, t he first process, of course, wil l be to trans­
fer tnese cars to the Federal agenci es where tnere is a 
need, and also take in trade any of their old cars. 

H.Y. JR: You mean you are going to give toe Federal 
Government t he f irst choice? 

1S3 

MR. MAPES: Definitely. All Federal departments have 
first preference to any of our property; as a matter of 
fact , before it is otfered to any other source,it is fir st 
offered to the Federal departments , Then after we have 
established the fact that there is no Federal need, we 
go through these other processes of the control agencies 
Mr. Mack mentioned, such aa WPB, OPA, or the Department 
of Agriculture, and so forth. Now, the actual processes 
of the cars isn' t qui te settled yet , We have had con­
ferences wi tb the executives of the General1!otors Corpora­
tion, Chevrolet Division, also witn the Ford Motor Company 
and Chrysler Corporation because al l three manufacturers 
are involved in this particular lot o1 cars. ~. have 
asked thsn to consider the possi bilities oi those cars 
being taken beck into the original manufacturers' stock, 
and then subsequently out through his normal distributor 
channels. 

In the event they don't consider tha t a good program, 
they may rec011111end to us channels through the distributors 
or such a plan as they may deem advisable or feasible . 

In the meantime, we have worked wi th OPA on the 
rationing program and the Defense Supplies Corporation 
also bas contacted us with a view of taking the stock 
over. 
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Now, frankly, we don't think much of Defense Supplies 
Corporation coming into the picture, because it ia merely 
shifting the responsibility f rom one agency to the other . 

H .~1 . JR: Who i a Defense Supply? 

MR. MAPES: One of RFC ' 8 corporations . Really, the 
only function t hat they might have would be to take the 
stock over so as to finance it. Actually we don't need any 
financing in this program, so RFC ' a or Defense Supplies' 
function wouldD ' t normally exist. 

Now, in connection wi tn the trucks that you mentioned, 
there are t en or eleven thousand ot those, and we also 
Mrked--

H.M. JR: How long have you had tbese au tomobiles? 

MR. MAPES: Actually we have now about twelve hundred 
that have cane to us in the lest ten days . 

H.!! .Jh: Who f rom the .\ar Department decides to turn 
them over? 

ldR. WIPES: The Ordnance Divieion. '!'hey have 
corralled them and declared them surplus and report them 
to ua . 

H .~.JR: Die they ""k ~u out? 

MR. MAPES: Yes. They voluntarily aeclared thew to 
ua. 

H.M. Jk: Now, what about the trucks? 

MR. !.!APES: '!be trucks came to us the same way . 
through the Ordnance branch, and also. without any solicltation 
on our part . That is in connection w1th their regular 
procedure . 

H.M. JR: What kind of trucks are they? 

.. 
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MR. MAPES: Those trucks are all pre-19~9 vintage . 
Some of them are quite old, Some of them go back to the 
lest World War. The;y ere all supposed to ba serviceable 
trucks, tnat ie, tbef told us thet there would be nothing 
turned over to ua that would have to be towed. That is 
the way they put it, they could be driven, 

MR. SULLIVAN : Are there any new ones at all? 
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MR. MAPES: No new ones at all , They are all used 
t rucks, trucks that are being replaced by the AI'Dly . Vie 
also worked with ODT and OPA on that. Now it looks like •• 
OPA will establi ah ceiling prices on all of these for us 
and v.e may work either through toe d.ietri but or or through 
coapetitive binding on that. 

Now, the distr ibutors don ' t like toe ioea of using 
comfetl tin bi dding; but on the other hand, the di stri butora 
can t t ell us which distributor to use for the disposition 
of the trucks, either. So both the trucks and the cars 
at the moment--the program for tnem 1s not quite completed, 

In the meantime, t he cars that we have are being 
transferred to Federal agencies; none of them have been 
sold. Ncne of the trucks have actually been turned over to 
us yet, 

H.il. JR: ~ do you aa:- the distributors can • t tell 
you how·to distr1bute than? I don't know • hat you mean . 

MR. MAPES: The point is this, the first question 
that arises in our minds when we have surplus property 
of any sort ia to what disposition to make of it and how 
to make that disposition. In other words, if we were 
to sell to the diatri butors, on what basis would 1\'e de·termi11e 
whether we should sell this truc~to tbe Smith or Brown 
~otnr Company. There are supposed to be approximately 
thirty thousand distributors of trucks in tbe country, 
and we have eleven thousand trucks, so there won't be 
enough to go around if we peddled them one to each one 
of t hem, 
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H.M.JR: I thought ~ou meant let's eay, the General 
A:otore trucks might be dutrlbute~ through Generalllotors . 

MR. MAPES: That is one plan that we have that we 
have asked the manufacturers to consider , If the manufac­
turers and thei r own distributors would work with us on 
that program, it would solve that question of whom 
should we give what trucks to. 

H.lL.JR: I don't say that is the way, but I should 
tnink t hese distributors not having any business would 
jump at it. 

IIR. SIJLLIVAli: That is right. 

llR. MAPES: Well, they have not come back wi th their 
answer , The gentleman from the Chevrolet Division of 
General llotors called this morning and said they thougbt 
so well of our plan of <1i. scussing it with them that he ie 
applying to Detroit to discuss i t with the President of 
the Corporation, and was ~oing to t ry to have hi.m come down 
end discuss the subject w1 th Mr . Mack. 

H.M. JR : Vfuat else are you getting? 

MR. !!ACK: Well, there are some comforters, bed com­
forters . Vie have gotten quite a few of those, about ho 
million. 

b.M.JR: ~here do t hey come from? 

WR. MACK: Those came from the ~artermast~r Corps, 
and they have gone to the Office of Forei~ Re~1ef . Tner 
have to be repacked for exporting. !hat 18 qu1te a propl­
eition , 

H.M.JR: Foreign Relief? 

IIR. MACK ·. Governor Lehman 's • 

H.W. JR: Are they going to store them in warehouses 
or move them out ? 
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MR. MACK: They claim they want them for shipment by 
thiE winter, They he.ve asked us to hurry up the packing. 
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Then we have jus t recently received fr om the Air 
Corps about four million square fee t of so-called shearlings 
That is the first years' wool that has been used for ' 
aviators' vests, suits, coats, and so forth, But the 
story we have is t his, that thi a property is surplus because 
they found that when the flyers had to go overboard in 
the ~ater, when t ney got wet this wool would sop up a lot 
of moisture and water, end i t was bad. So they have ahifttd 
to alpaca, and then I think there "'" aome the t may hue .• 
been rejected because of the specifications on piling, 
But we think we can get rid of most of that material prett7 
easily because there is a good market for it. 

Then we have sane CCC cl othing, a lot or that . I 
don ' t think we have a detailed list; at least I haven't 
seen it; but it is about two and a half billion doll ars' 
worth, 

H.M. JR: Let me interrupt you. Are you going to dis­
pose of this wool through competitive bidding? 

KR. MAPES: That just came to us t his week, Mr. 
Secretary, and it looks l i ke that wi ll be the metnod 
used there . We are now working with WPB to get a list of 
the manufacturers and consumer s, or users, of that type 
of akin, end we wi l l probably use competitive bids to 
circularize all of those who may be interested. 

YR. J.!ACK: Then we have sane harness. 

YR. SULLIVAN: Fran the last war surplus? 

MR. MACK: There is about twenty-five or twenty-si x 
thousand sets worth about a half million dollars. Now1 
those have mil itary traps that have t o have soma chang1ng, 
but the manufacturers need harness very badly for industrial 
purposes , We have been working with OPA first to eata~ieh 
proper price ceilings, and we will sell at those oeil1nga. 
~e are working with the manufacturers who need raw hernees 
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to find out the information necessary to determine in 
effeoti allocations to them at those ceilings bec~use 
they a 1 want it so badly, ' 

MR. 0' CONNELL: Did you work with WPB, too'l 

MR. MACK: With the industrial branch, and the Office 
of Civilian Requirements , They are the onea who wanted us 
to handle that and, I thlnk, get in touch with the Army, 
and it came to us, 

That harness, of course, will have to oe trimmed 
because there are some m.ili tary traps on it, but it is 
very badly needed, 

H.M. JR: Where ia it needed? 

MR. MACK: For industrial purposes, for farmers and 
others . 

~m . 0' CONNELL: Are you going to rehabilitate that 
harness yourself? You can sell it as is? 

MR. l!ACK: It has been declared. We have gotten 
strai ehtened out on the price ceilings, and now we are 
trying LO find out from the manufacturers based on their 
sales from last year--

YR. ~PES: They have given us a list of all of the 
harness manufacturers, and we are circulari~ing the 
manufacturers, listing the narnesa in detail and then 
stating the price at wbicb we wiJ.l sell it and asKing the~~ 
bow many of them tbey will care to purchase at thet price 
and also to give us a record of their last year's sales 
of that type of harness in the event that we get more 
demand tban we have harness . Then we will prorate it and 
distr ibute on the basis of the ratio to the1r sales. 

MR. O' CONNELL: My question was a little. different, 
Ara you going to sell lt as is, or are you go1ng to take 
tile military traps off and do a job of servicing i t'l 

• 
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H.Lt.JR: "Rehabilitating" is the word, 

MR. VtACK: I think we will sell it as ie. 

MR. O' CONNELL: You will have situations in which 
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it will seem to be good business to do some rehabilitation 
work in connection wi tb something you get, 

MR. MACK: Vie do it, but thus tar only to a very 
liml ted extent, 

)IR. I.IAPES: We do it where it will be transierred 
oack to Government neparbnenta. 

WR. O'CONNELL: I know you do it in those instances, 
but I was wondering if you might not have to do it in 
some cases where you h~ve to market it. 

l:R. MAPJ::S: We have di acussed it, and where we can 
see that we are going to get a much better return out of 
i t in comparison with tne amount tha t we spend--in other 
' ;ords, if we can double the return to us by putting ten 
Ol' twenty-five percent additional money in it, we certainly 
would contract to do so. 

YR. O'CONNELL: But there are a lot of cases in 
r.hicn you can ' t tell . It is a matter of jud~ent whether 
what you spend will be worth w~ile . 

u_q , ~PES: In those cases we will probably contract 
for that rehabilitation ra ther than do i t with our own 
personnel. 

MR. MACK: We have a lot of miscellaneous i~ems ; for 
example I noticed the other day some of these l~ttle clasp 
used on' overalls, a great quantity of those. IV~ dispo~ed 
o£ those by sending tllem to the f'ederal priaon 1ndustrus 
because they use them. 

Then we have clothing, clothing from the Naval dekot 
or the Brooklyn Naval depot, such as underwear and soc a, 
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H.M.JR: What woul d they be selling it for? 

MR. MACK: This is stuff tha t has been surve1ed by 
them and declared surplus to ua , 

H.M. JK: They don't need it? 

MR. 51JLLIV AN : 
underwear that was 
tbe last nr. 

Up to a year and a quarter ago, the 
issued to the Navy was surplus from 

k~ . ~CK: Is tha t so? Well, we get all sorts of 
tnlnge there, 

MR. O' CONNELL: The clothing is surplue because it 
is obsolete. Are they using something other than this 
no•:,? It isn't stuff they are using currently but have 
too much of, is it? 

Lm. J.!ACK: Of course, Yle don't go in back of why 
they declared it surplus, but probably it is fr~1 men tbst 
are discharged from the service, or worn out equipment, or 
equipment for one reason or another they have surveyed as 
excess t o their needs, 

MR. O'CONNELL: To determine in a fairly adequate 
way what your selling policy is going to be, it se~s to 

._me.Jou dll have t o know what you are getting, whether it 
• ia"'lltw or o.;:nething that is surplus to the Navy ~eeds 

because it is obsolete and they are using aa.ething else, 
J.na all those tnings. 

lffi. MACK: That is ri gh t . 

MR. 0 ' CONNELL: They are still buying clothing, I 
know that . 

H.M.JR: General Kersbey says that bet'lieen now and 
the first of July the Navy wants nine hundred thousand 
more men, He told me ~bat this morning. 

~R . ~CK: Oh, they do? 

170 
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MR. SULLIVAN : Most of t he Navy uniforms are whites, 
which are out now. 
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~ffi. MACK: Well, we had from the Navr various types 
of underwear, kerchiefs, and so forth, and those for the 
most part were sold through the Department of Immigration 
and Naturalization . Ther use them for these alien camps. 
We made a private sale of the white trousers to a manufac­
turer, and as I understand it, ther are to b.e used for 
wanen war workers as slacks; ao they can b.e remanufactured, 
9ut al l distinctive insignia, according to Hoyle, should 
be removed. There shouldn't be any insignia on anr of 
that. 

H.W. JR: t~t else do you have? 

MR. MACK: We have some horses, and sane mules . 

lffi . SULLIVAN: Also seventy-five ~housand sets of 
spurs . 

LfR. MAPES: We have twenty-two thousand horses and 
mules. 

H.M.JR: Horses and mules for sale? 

WR. WlPES: Yes, they are Just in process to us now. 

H.li.JR: Whet are you going to do with those? 

WR. ~PES: We will haTe auction sales on those. 
We will work it out with an auctioneer and wi th the Army 
Remount Stations . We wi l l circul~rize farmers and country­
sides in local newspapers and broadcast to ~reeders.and 
users of every knoa variety, Then in due tlme we w1l~ 
an auction sale, and we will sell them off either indl•H, ...... , 
or in pairs, or in teams, or in groups, pretty much as 
buyers want them. 

H.M. JR: Well now, wby is tne A~ selling horses and 
mules? 

MR. WAPES: Well, these are all culls to a great 
degree. And, of course, they are not using them to the 

Regraded Unclassified



- 12 -

ext ent tha t they used to, ei ther. They are surplus to 
their requirements; the Cavalry, o! course not being as 
active as it formerly was, and theee are ail fairly old 
horses. 

H.M. JR: Fairly old? 

MR. MAPES: Yes. 

H.M. JR: Now let me ask you, is that roughly the 
stor1? 

IIR. MACK: I think so. 

MR. MAPES: We have the smokers, the smoke pots. 

WR. IIACK : There are one hundred and fifty thousand. 

MR. MAPES : The Quar termaster Corps had those bought 
on the Wes t Coast and in the South. Thel' bought th~, 
of course, for smoke screens, and they f eel they won ' t 
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use them anymore. There are one hundred seven thousand of 
The1 pay ten dollars apiece for them. They are brand 
new and have never been used, except for teet and experimental 
purposes . 

MR. SULLIVAN : There are seven care of soup plates . 

H.M. JR: ~ben did you go to school on this? 

YR. SULLIVAN: Say, I am in the school • 

.llR. MACK: Wasn't there sau kitchenware, fifty or 
sixty carloads? 

MR. MAPES: Eighty carloads of brand new k~tch~n 
equipment . It is now down in a port; thel' di?n t d1sclose 
the port, but it is a por t down around Virgin1a somewhere. 
It was bought for use 1n North Africat and the need for it 
was cancelled. The plans were changed, and now thelf are 
going to report that whole lot to us in boxes alread¥ for 
export to the public warehouse. 
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MR. WACK: Isn't there some other stuff that Engineer1 
called you about and said they were going to declare as 
surplus? 

MK. MAPES : The construction equipment used on the 
Alcan Highway. Th~re are apvroximately two hundred and twelve 
carloads of that. That haan t been actually reported to us 
yet. It is coming back to Denver f rom the .Uean Highway, 
and we will work with the Engineere on that. 

H.M.JR: Let me ask you thia: Have any of you gentle­
men ever told Yr . Robert McConnell what you are doing? 
Has he ever asked you? 

MR. MACK: I have been in to see him a n~ber of 
times. 

H.W. JR: Have you? 

MR. SULLIVAN: Surely. 

H.M. JR: He has given me--l get the impression that 
he hasn ' t a very good impression of Procurement. 

lo!R. MACK: Yes2 

llR. SULLIVAN: I don't think Bob knows an awful lot 
about it, Wr. Secretary. 

H .M.~: He has been around here now for a month. 

}[R, SULLIVAN: Bit he has been working on other 
things . 

H W JR· But here he is r ight in the Treasury wi th 
an offle~ rlght down the hali and he ia evail!ble. You 
fallows certainly haven' t sold youraalvea to h1m. 

lo!R. SULLIVAN: I don't think any effort has been 
made to sell ouraalvea. 

H.Y. JR: Why shouldn't there be? You know he is going 
to make the recommendations to lo{r. Baruch. ~bat are you 
waiting for? 
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JlR, SULLIVAN: Well, Bob and Joe and I bad a talk 
with Hancock and Lubell there one morning, and I think 
Bob's knowledge on Procurement was rather fra~entary, 
at least up to tbst point . 

MR. O'CONNELL: I don't think be bas any knowledge 
with respect to actual operations either in Procurement 
or in surplus property disposition other than the little 
bit you and I have given him from time to time and the 
t imes when Cliff bas talked to him, and we don ' t know the 
operations . John knows them better than I . 

H.Y. JR: I am looking et John . I mean, nere be tells 
me the thing is more or leas going to be settled tomorrow. 

MR. ~ULLIVAN : I don't believe that is so . 

H.M. JR: That is what he just told me . 

ILR. 0' CONNELL: There is a meeting t amorrow morning. 

MR. SULLIVAN: That may be, but--

H.M.JR: I have to start out and try to sell them. 

llR. SULLIVAN: I have bad many oonversations with 
Hancock about tnis. 

H.W.JR: But here is a man right in the Treasury who 
isn't sol~ on this thing. 

MR. SULLIVAfl: 
to sell him on the 
job, 

Then i f I should have made an effort 
Treas~ry agency, I have failed in my 

H.Y.JR: I think you have. 

MR. SULLIVAN: Then if I should have gone out to 
convince him that we were the best there was, then I have 
been remise, because I have made no such effort. 

H.W.JR: Certainly. You know what be ia here for • 

• 
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WR. SULLIVAN : Yes, I do, and we have been working 
on other things that appeared to be far more pressing 
than the one we are discussing thi s afternoon . 

H.U.JR: Such as what? 

MR. SULLIVAN : Contract termination . 
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MR. O' CONNELL: That was the first tning, Mr . Secretary, 
That is where he is now, over there . 

H.M.JR: Yes, but to go back on thi s thing a little 
bi t , I get the etorf--I don ' t ~ow from wnom--McConnell 
ana so forth--at least I got the impression f rom somebody 
that Procurement didn't want it, I spoke to you about 
that . 

YR. SULLIVAN: I told you that was untrue. 

H.M. JR: Who told me about tha t? 

J.!R . SULLIVAN: I don' t knofl whether it came through 
Eddie Greenbaum or whom it came through. 

H.M. JR: General Browning. 

MR. SULLIVAN: You told me about it. You told me 
when we were walking back f rom the Statler that we had 
been offered something and turned it down. I told you ~t 
waa untrue, I talked wi th Cliif about i t and got a 
memorandum that nothing to that effect nad happaned. I 
will tell you what did happen . Budget baa bean angling 
!or thia information itself and they had made several 
inquiries of different peopie in the War Department as 
to·how Treasury Procurement waa servicing them, and apparently 
was t rying to find something where we hadn't been will1ng 
to accept whatever was offered to us, and there has been 
no auch incldant, 

MR. O' CONNELL: ! week or ao ago--ten days ~go when 
I talked with McConnell about it and he talked w1th you 
at the a~e time McConnell was thinking along the linea 
t hat the mo1 t de~irable way to work it out f rom the standpoint 
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of the Treaau~ was to have t he Treasury Deparbnent handle 
only the consumer goods in the eo- called readily salable 
articles and avoid getting--

(The Secretary asks Miss Chauncey to bring in Mr. 
McConnell ' a memorandum of D~cember 9, 1943,) ' "''-"i ' '-~ 

UR, SULLIVAN : If you are getting that information 
for me, I read it this afternoon , 

MR. O'CONNELL: I saw i t at the same time John did, 

!lcCo.nnell was rather trying to avoid what he thinks 
are the headaches in the disposition of the junk part of 
the surplus property. Now, I told him I didn ' t see any 
way you coula separate t he cream from t he other and just 
say that t he Treasu~ wants to do the nice, easy part of 
this job and wants somebody else to do the rest . That i s 
tne way he was thinking before he wrote that memorandum. 
I haven' t talked with him since , 

H.M.JR: Well , i t is t oo bad he isn ' t here. There is 
no use talking about it. 

(Miss Chauncey enters the conference and gi ve s the 
Secreta~ Mr . McConnell' s memorandum.) 

H,!l,JR: I suggest that you people come back. at nine­
fifteen tomorrow morning, because I want to see him ahead 
of hie goin~ to that meeting . I, myself, don't believe we 
should get 1n on that sor t of stuff, speaking of plants. 

YR. SULLIVAN: We shouldn't; we shouldn't get into 
!Unerals. 

H.M. JR: But I think we could do thi s kind of stuff 
fai rly well. 

MR. MACK: Better than any other agency, I know that, 

H.M.JR: Well , somebody has to do the job o~ Mr. 
~cConnell , 1 will give you the chance at n£ne-f1ft~en 
tomorrow morning. If you can see him tonight you m1ght 
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soften him up a little bit, or when he coats back. ihat 
do you think'? 

MR. SULLIVAN: I don ' t know. Frankly I don ' t think 
Bob h&s any background as to whether he can make a decision 
sa to whether we have any ability , I was floored by that 
memorandum he sent to you wi thout any di scussion at all 
with either Joe or me. 

H.W. JR : Well, I di dn't solicit the memorandum. 

MR. SULLIVAN: I understand that. 

H.».JR: I was floored, and have been trying to get 
hi.m all week since then . Can' t you people get hol d of 
nim before I see him? 

MR. SULLIVAN: I am going f rom here back to that other 
meeting. I will talk with him thi s afternoon, sure. 

H.M.JR: I think it is very interesting work, and I 
tnink we have the skill, but certainly this memorandum-­
you can read it and leave it outside wi th Fitz. You show 
it to Mapes. 

But it seems for them to simply use our know-bow 
and turn it over to the RFC--

WR. SULLIVAN : That is perfectly ridiculous. If 
there is a group of people in town who haven' t the.qua~ifi: 
cations for doing the job, it i a the RFC , and the 1ncl 1na t1 on--

H.M.JR: Get a little mad about it, at bia. 

WR. SUlliVAN: I did. 

MR. O'CONNELL: I will t estify to that. 

MR. SULLIVAN : I told him right off the bat. 

H.K. JR: 1 am surprised he said i t to me without 
consulting--
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MR. SULLIVAN : We haven't had a word, He has been 
present when I argued with Baruch, Patterson, end 
Fol'res~al at the Baruch COillllli ttee. Hancock had indicated 
to me that he thought the Treasury Procurement knew more 
about thie than any other organization, that he wasn't 
sut'e if there were sane things that should be clipped off 
and whether we would be willing to take something else. 
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I told him, end I told t he whole committee over there 
that we had this organization that had been in business a 
long while, and we weren' t trying to duck any junk, any of 
these things that were disagreeable for aOGiebody to sell, .• 
Scmebody would have to dispose of t hem, and we weren't 
t r{ing to ducK it, and we weren't goin~ out and try to get 
ho d of the whole . We lOlew on such th1nga as strategic 
materials the RFC had a separate corporation of trained 
men who bought that, and they were obviously the f ellows 
to dispose of that . 

H,M.JR: We were in that long before they were . I 
bought mica and Brazilian diamonds before they even knew 
t11ey existed, That waa the first strategic material program. 

MR. SULLIVAN: Hancock was very much in our corner, 
and Bob sat there and never said a word. 

H.li. JR: Look, how many Iriehmen are there here? 
Anyway--

WR. SUU.IVAN : One more than 1a necessary, at leaat , 
(Laughter) 

H.Y.JR: You f ellows get together wi th them and get 
your Irish up end have a workout with them before I see 
him tomorrow morning, will you? 
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Je.n . l916 -
Sert.l:J26 

Cook Laundry Co ., fhilad el pbia , Pa. 
L'anager of Linen Sur:-ly Division . 

$1820 fer ll.M\llil 
• 

Seft.l~l~ 
.~an . 1926 

~an . 1J26 -
ey 1~126 

June l:J26 -
ny 1027 

iune lil27 -
• e.r. 1928 

Apr . 1920 -
.. ov. 1932 

General Processine Co . , ~hila . , Fa . 
General Fore~n - includine 
sufervision of Cot ton Bleaching, 
L:erchandi sing , and Dyeine Di v­
i sions . 

H. f, . Copeland Sales, Lockln r•d , 
Sales Repr esentative -
including sellinc of var ious 
types of Commercial ','ire.pping 
Peper in Carlots . 

Ohio 

3900 " 

S2500 II 

S. S. Y.resge Co., T'hiladel rhia, Pa. $15GO " 
Trainee for Store L'anager -
including stockkeeplnc , buying! 
werchandisinc and window dresslnt · 

Atlantic & Pacific Tea Co., $1S20 " 
\',ill ow Grove, Fa • 
Store ~anager - Reta il Gr oceries 

F $2100 n 
Scars- Roebucl: & Co ., Phila ., a . 

Tr ainee for Execut i ve Fosition 
retail and ~Ail order, ~erchan­
dising, buying, stocl•keepinr, , 
warehousing . 

(Loaned to Pennsylvania State 
lmergency Relief Board) 

• 

n 

" 

" 

n 
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Lec . l932 -
,1uly lil35 

:e; t. & , l :J40 

::.ert . l6, 1941 

J• l y 1,1942 

Pennsylvania State Emercency 
Relief Board 

Pur chasinb Aeent . Ad vanced 
to Di r ector , ~5000 , Oct .l, l$34 . 

State lrocurement Officer , Pa . 
J'rocurenent Division, Treasury 
Depart~ent . Pro~oted to ~6200 
.:!~>ne lti , 1939 . 

State l'roc·•r eoent Officer, .. ert York 

State Procurenent Officer, I:ew York 

State Procurement Officer , New York 

Chi ef, lmergency Relief Branch, 
·· .. a.shinEton, D. C. 

llct . l6, Hl42 Assistant to Director of J•rocure­
J'Ient, Tr easury Derartmen t , 
tashlc~ton , D. C. 

"eb . ll,L43 Assistant to Director of rrocure­
rent , ~ederal Froperty Utilization 
Branch, · .eshi n:;ton, D. C, 

.. 

:!:3960 
to 

2 . 
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5000 rer e.nnwn 

$6000 
to 

6200 rer 

$6t.OO 

Z6500 " 

S6750 II 

S7000 " 

$7000 II 

C7000 u 
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TREASU RY DEPARTMENT COi:YIDENTUL 

INTER OFFICE COMMUNICATION 

DATa December 15, 1943 

Secretary Morgenthau 

Robert R. Nathan, Consultant 

Subject : 'Che War Production Program and tho Economic Outlook 

Summary o~ FindiJ!~ 

Exceut when otherwise indicated, all of the comuents 
and conclusions are based on the assumption tha t there 
will be no ~~diate termination of hostilities. 

1. \'iar expenditures (Treuury and Goverrunent lending 
corporations) will probably totel bet~~en $92 billion 
and $95 bi llion in f iscal year 1944. The six months just 
ending will aggregate $45 billion. The next six months 
will r ise to between $47 bil~ion and $50 billion. 

2. Failure to attain the original forecast of $100 
billion in f iscal year 1944 is largelf the result of 
failure to meet the aircraft goals wh1ch were regarded 
as feasible at the time the $100 billion f igure was set. 
There was no general lack of materials or men to meet 
t he higher aircraft objectives, had there been adequate 
planning and expediting. 

3. The war productio~y.r~·- nver the next half­
year will show a moderate ~-all increase in physical 
output and marked divergence in trends of specifi c items 
and categories. Most pronounced ~ill be the drop in 
ground army equiuiDBnt and the rise in Air Corps dema.nds. 
The dislocations" resulting from shif ts in production 
will not be of significant por tions. 

4. The raw materials situat ion is easing slightly, 
but there will be only minor additions to civi lian 
production of metallic goods in the next six months . 
1~terials released from war production at this stag7 
vlill probably- be used largely for machinery and equ1pment 
for r econversion and modernization rather than consumer 
goods . 

• . ' 
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5. The manpower situation is very t ight and will 
continue so for the next six months, except for minor 
surpluses i n very few special areas. The aggregate 
of these surpluses will be insignificant . There is no 
possibili ty of a widespread unemployment problem in 
this period. 

6. If the war in Europe continues throughout 1944 
a moderate decline of perhaps 10 percent from the levei 
of the first half of the year is scheduled for the final 
six months. This will release materials and manpower 
for non-war purposes but no complete lifting of 
rest rictions on civilian production appears possible 
until the end of the war in Europe and probably even 
for a short time thereafter. Mot• will unemployment 
becJme serious until some time after the victory in 
Europe. 

7. When t he war in Europe ends, assuming the war in 
the Paci fic continues, there will be an immediate drop 
in war producti on of perhaps 25% within a few weeks. 
One year afte r the European viotory, with the Pacific 
war still in progress, the rate of war production will 
probably have fallen to one-half its peak. 

B. During the inter im between t he European victory 
and the end of the war in the Pacific, increasingly 
larger quantities of materials and manpower will be 
freed from military needs. This period offers unique 
opportunities to f acilitate the reconversion process 
through car efully integrating the release of :es?urces 
f rom war production with the lifting of restr 1ct;ons 
on civilian production. We may be unable to avo1d 
a total of perhaps three or four ~llions of ~emplo1ed 
and a sharp drop in total product 1on during thi s per1od. 

• . -
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There are widel~ c~nflicting statements circulati~ 
today as to pros~ect1ve levels of war production, defic1ts 
or surpluses of 1mportant raw materials, serious labor 
shortages or considerable unemployment, and the possible 
increase in production of consumer goods . Some of this 
confusion naturally arises from different assumptions as 
to when the war is likely to end. However, much of the 
misunderstandin~ results from a failure to observe and 
analyze the aT&llable data. The following appraisal of 
the economic outlook is based on existing facts and the 
informed opinion of experts . 

v,ar Production Pro~8Jl!B . In the six months ju.st 
ending, total war expen tures will equal approximately 
$45 billion. At the year-end, expenditures will be at an 
annual rate of $95 billion. Schedules call for a modera te 
rise in total war production over the next six months . 
The tot!ll for the coming six months is likely to fall 
between $47 billion and $50 billion, bringing the fiscal 
year 1944 aggre~ate to more than $92 billion, but not in 
excess of $95 b1llion. 

\vben the Federal budget for fiscal year 1944 was 
Drojected about a year ago, it was then estimated that 
i!ar expenditures vmuld total $100 billion. The failure 
to achieve this objective by some $5 billion to $8 bil~ion 
is almost entirely due to the laeging aircraft product1on. 
The aircr&ft objectives have been revised downward re­
peatedly. Yet, the reduced goals have no~ been achieved. 
mon th after month with the result that a1rcraft product1on 
is f ar below the forecasts made a year ago. Raw materials 
and manpower could have been made available to produce 
many more planes. The lack of planning, central direction, 
and effective expediting has certainly been an important 
factor in this situation. 
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We might have accomplished the $100 billion objective 
despite the aircraft ~erformance, had there been no level­
ing off or shrinkage 1n some other war demands. The 
production of many military items has been below maximum 
levels, not because of ability to produce but rather be­
cause of limited demands. Greater war production would 
have been achieved largely at the expense of civilian 
production. Actual ly civilian output has exceeded expec­
tations and has helped moderately to alleviate the 
inflationary pressure . 

Prospec tive Changes in War Production. 7fuereas the 
total war product1on obJective calla f or a moderate in­
crease over the next six months, there are many items and 
categories for nhich declines are scheduled. ~e are 
rapidly completing the in.itial equipment of the ground 
arrcy and soon will require new equipment only for replace­
~ent purposes . Therefore, a substantial decline is scheduled 
in the production of many ground army items . However, t he re 
will stlll be many items in this category which will show 
substantial increases. 

Aircraft demands will continuo to rise in 1944 with· 
the limits set by ability to ~roduce rather than strategic 
requirements. Little change u expected in the total naval 
and merchant shipbuilding programs, although even here theJ·e 
T.!.ll be many declines e.nc offsetting r;ains in different 
cntegories . Lend- Lease equipment and cateriels and war con­
:truction are expected to taper off over the next six months. 

The shifts in the •1ar production progr81Jl have already 
snd •lill continue to result in dislocat ions. '£hero; will be 
idle plants and even some idl e workeJ•s here and there. But 
ty end large, the resources which are released because of 
reduced schedules will be absorbed by increases· elsewhere 
in the v;ar progr&JJI.. v.a have attempted to carefull~ gauge 
the net effects of these shifts so as to avoid e. d1stor ted 
perspective . 
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l~terials . Demand for most raw materials is still 
in excess of su~ply and although the situation has tended 
to ease, there lS no general surplus of raVI materials. 
The supply is still increasing as new facilities are being 
brought into production. The demand is tending t o level 
off, To some extent manufacturers are tending to shorten 
their inventory position so as to avoid being caught with 
large stocks when contracts are cancelled. Reductions in 
deficits and in the size of unfilled orders are regar. ded 
in some quar ter s as indicative of an imminent surplus of 
all raw materials . There is no justification fo r this 
conclusion. There are exce~tions, as in the case of 
nl~num, rmich is in relatlvely plentiful supply because 
or the failure to meet airplane objectives . 

Juli tary requirements, screened by \'i.? . B., indicate 
that steel demands for military purposes will reach an 
all- t ime peak in the f irst half of 1944. Any increase in 
allocations for non-military purposes will be of trifling 
ll!llgni tude in comparison with pre-war civilian needs. 
Ther•e are some metals, especially aluminum and co~per, in 
whi oh measurable releases for ci vilinn purposes mlght be 
expected, but even here magnitudes will be moderate in 
comparison to total non-v:ar r equirements. Further, it 
should be no ted that any wide spread l i fting of restrictions 
on civilian production vdll create difficulties, because 
surpluses wil l tend to be specialized rather than wide­
spread &nong all raw materials and components. In other 
words, available copper or aluminum may be of limited 
value because complementary materials or components are 
not available for initiating peace-time production. 

In general, no major lifting of restrictions on 
civil i an produc tion can be contemplated over the next 
six months . There will be modifications of limitation 
ordera here and there, but we must be careful in dr~wi~ 
generalizations from isolated instances. Further, l t lS 
likely that release of raw materials will fir~t be used 
for essential industrial demands such as machlne tools 
and equipment for reconversion, commercial truck~, farm 
equipment , maintenance and replacement needs of lnd~stry, 
and similar demands before there is a broad re sump bon 
of civilian goods production. 
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Manpower Prospects. The manpower situat ion continues 
to be tight, with special concentration in regions domi­
nated b{ aircraft and shipbuil ding. There is today no 
communi y in the United States in which an unemployment 
problem can be said to exist. The production of civilian 
goods and services is beinv severely held down because of 
t he l&ck of manpower. On the other hand, in rare instances 
war production is not heine restricted by manpower shortage~ 
at this time. Because of 1ncreased ef ficiency and despite 
further inductions into t he Armed Servi ces over the next 
six months, we can expect some easing of the manpower 
situation. But in the aggr egate, there is no indication 
of surpluses and unemployment on any substantial scale . 

There will be ample employment opportunities for 
displaced workers in most communi ties or nearby areas 
~espite the cancellation of many contracts. Some pools 
of unemployment wil l be inevi t able, but t hese will be few 
and far between. There will be great pressw•e f rom com­
munities to cont inue war contracts and to p1·opose that 
the cancellat ions be ini tiated elsewhere. Such conditions 
must be studied carefully so t hat intelligence might be 
exercised in contract termination. 

The Final Six Months of 1944. If the war in Europe 
continues throughout 1944, a mode1•a te decline in war pro­
duction is scheduled in the last half of the year. On the 
basis of the latest schedules of requirement s and product ion, 
it appears th.a t war production and expendi turea will drop 
&~proximately 10% in the second half of 1944, as compared 
Wlth the first six months of the year . Some people are 
inclined to think that the actual decline may be much more 
than i s now scheduled, because of the huge inventories 
which the armed services are accumulating. On the o~her 
bend, if the war in Europe lasts throughout 1944, this 
will be an indication of serious difficulties being en­
countered in our pursuit of victory over the Nazis. This 
may reduce the inventorie s of munitions and thereby avoid 
a sharp drop in production of war goods. 

On the balance it appears that if the war in Europe 
continues there ia ~ possibility of sizeable releases of 
lll&llpower and materials for non-war production in the final 
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six months of 1944. However, these releases '111.11 certainly 
not be of a magnitude to permit the lif ting of all, or even 
of a majority of t he restrictions on t he production of 
metallic civilian goode . There will be a stepping up of 
the reconversion process during this period but there will 
be no big spurt in the output of consumer goods, nor is 
there likely to develop any serious unemployment problem. 

After the War in EurSe . As soon as t he war in 
Europe Ie won, assuming t t the war in the Pacific con­
tinues, war production demands will decline almost 
i.Jmediately. The d.rop will be concentrated primarily 
in ground army equipment. The Ar'flfl Air Force and the 
Navy now indicate that there will be very little change 
in their demands as long as the Japs are being engaged 
in battle . However, as the WBI' in the Pacific progresses, 
it i s very likely that consi derable curtailments will emerge 
in these t wo categories of munitions as well as others. 
n thin the first few weeks after the Ruropean victory lie 

may expect a decline of as much as 25% in war production. 
After the first sharp drop there ~ill be gradual tapering 
off and a total decline of 50% in the rate of expendi­
tures may be expec ted within one year af ter the European 
victory. A demobilization of between two and three million 
troops can be expected between t he end of the war in Europe 
and the final conclusion of all hostilities. 

During the War in the Pacific. If the war in the 
Pacihc lasts ce!:lde··ably longer than the war in Europe, 
the process of reconversion of .Alnerican indus trr from 
a nr-time to a peace-time basis will be less d1sruptive . 
The sudden end oi all hostilities could bring widespread 
chaos and dislocation. On the other bend, a gradual 
tapering off offers us excellent opportunities for a sound 
~nd intelligent program of reconversion. ~e m~t have an 
1ntegrated set of policies concerning term1nat1on of 
contracts, the lifting of restrictions on civilian pro­
duction, the disposition of Government plants and . 
inventories and troop demobili zation. The task w1ll 
be a diffic~t one but offers fruitful results. 
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During this period it will be almost impossible to 
avoid a marked drop in total production and the existence 
of about three or four million unemployed. A dro~ in 
war expenditures from an annual rate of $100 bill1on 
down to $50 billion cannot be offset wholly by increased 
civilian production. The technological and organizational 
job of reconversion wi l l take some time and tot al economic 
ac t ivity will fall in the interi m. However, the prepa­
rations made in this period will greatly cushion the 
shock of the end of the war in the Pacific and help us 
avoid a comple tely chaotic period of final readjustment . 
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TREASURY DEPARTMENT 

INTlrlt OI'J'ICR COWWUNICATION 

DAft 

Secretary Korgenthau 

Randol ph Paul 

DEC 15 \943 

You asked me to check on t he attached newspaper 
story, fr om last Friday' s New York Sun, reporting 
that the at t orney for the defense in the motion picture 
indus try extortion trial in New York City aocu&ed the 
Gover ru::ent of obstructing ef f orts of the defense t o 
serve Joe Schenck with a subpoena . 

The mystery has not been comple t ely explained, 
but Department of Justice of f ici al s have denied any 
knowledge of such efforts and Kr . Schenck appeared and 
testil i ed yesterday in response to a subpoena served 
upon him last week. 

It would be my best gue ss that the defense attorney 
was attemiting to prejudice the Government's case 
against h s clients by an inference of obstructive 
tact ic s by the Government. In any event, after the 
Jud~e hear~ t he ~enial of the Department of Justice people 
be lnstruoted the jury that they were t o disr egard the 

,,,., ... ,.. "'""' ,, ~· """'· 

Attachment 
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NEW YORK SUN 

December 10, 1943 

UNABLE TO SERVE to ......, a oubpcona on Mr. t<oood to the .,..Uie>llary f~ 
Sehendc and ln. olftrin1 the aut.. ptrJuJy rUtted to lacorDI tu 
pceca tn m4mol tubml\tt4 an cbarJ:a. He wu puoled to Sep. 

I~I'H£NCK SUBDin!A attaebod ,.__,.., alltiNIY tAmbtt',lk2,andWtlUT-)\, . r Uil, signed bY the marthall lnvolvtcl. • lii'WD')'Ur contract ... deCU· 

I which atate<l \hat tht tu.bpcana Uve produdlon btad ot Uw 
wu "'ttt\lmtd unexeeuted by or- TweUtt.h Cet-wy.Fox studloa. 

A minor M11~1'Y was Injected der of the United Statu Anor- --
.od.aylnto the tr1al of aeven men ney... • 
arcuM'd of llttmptJng to C':xt.ort No furth-er explanation wu 
mor9 thin $1,000,000 from lht fort~lng. Mr. Koetti&Mts Of> 
rnotlon ploturo lnduatry when a posed lntroduetlon of the txt\lblt 
dcftnte attorney advttcd Judge on the ground that It would bt 
Brilht and the Jury ln Federal unfair t.o an official or t.ht Oov· 
court thAt effortl to aubpcr.na t rnmenl unle-u w ... wu proof 
J01eph fof. Schenck, movie mag· that the signature on the memo­
nate, ancli'C!OOrda In Mr. Sc.hcmck'a rt.ndum WM genuine. • 
J)OAC!Uion had tailed. beuUM of '"l.lr. ScMnck'• tettln\ony wa1 
OovM~mcni tntervcnuon. sought by the der~m• btcaute ot 

Judge Brtaht. puz:dt4, dlr«-t.e<S the allegation that he paid 1100,· 
Borl1 Ko.-ttlanet&. Speclli A$- 000 In 193'7 to Wllllam Slott aftd 
a.l•t.nt Unted State. Attel)ey· George E. Browne, u.non rvktl• 
Grnel"'l, Who II proReUU~ the eers, who are atrlln.f' pl'llon len· 
Q&M:, to produce In court any Ol)t tences for tnt Amt utorUoo 
who mi.Jht know an)'thlng about whleh Involved the mtn now on 
the htatory or lbt w9(1tna .and trial befOR J'udae Brtaht. xr. 
Itt rxecudon. Sebenck, at the time he alltlecll7 

The ddtnM atlOr'nf)'. JamtS D. was thakm down b)' \ht BSotf 
C. M~. aakl thril a Uolted crowd. wu cNJ·rman ol ~ 
Statts mlrahall In the t.c. Aft- tleth Century•.P'OX P\lm Corpora• 
&flte ctl.tll1ct bad bttn fortlkldm tloo. Subeequm.tly he .,.. ""'" 
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!ft!JSTEES OP Till P!WOCLI.N D. ROOSEVELT LIBRARY 

Iller<• , 'l'ho Konorable Samlel I . RoaeNWI bae of!•red a girt o! $494.9) to 

.,. Tn~et.eae o! tbe hanklin D. Rooonelt Library tor acceptance b7 

~no Tn~oteee a o tbe begl.Ming o! a fund to be uoed for publicat.iono of 

~ho IJ.brary, therefore, be it 

Reeolved , that , pursuant to the provioiono of the Joint Resolution eotablioh-

11\e tho Pranl<lin D. Roooevelt Library, ~pproved July 18, 1939, the 

Chairman ot the Truoteeo is hereby authorized to accept the gitt o!!ered 

b7 Judge Rooenu.n on behalf o! the Truateea in the tom ot a check pl1-

al>l e to tbe Truateee of the Franklin D. Roosevelt IJ.brary and to depoeit 

it in the Treuury or the Unit.ed Stateo, eubject to use by the Cha.in&n 

ae ~ be neeeaeary to accomplleh the above-etated purpose or the gift, 

PM . '1. I 7 'f 2 
I 

-

soon: 8Uck~cb1vtst oft:he united 
Statee and Ch rman 

I 
( ,......, ~( Jv) ~< ~/1; 

HeNTilOrgenrau, Jr. ,'retary ol / · 
tbe Treaeury and "-her 

\ . 
llii"ry L. Hopatis, um 

Fr&lik c. lahar, m 
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THE UNDER SECRETARY Dr TH E TREASURY 

WAaH I NOTON 

Deceaber 1~ . 1943 

fO ... R::, . KLOTZ : 

The nt t <tched letter f r o111 :;olrm J. 
buc~ trPnrnits a rrs0l1ttion of the 
Tr111teef of t~e rrPn~lin D. Hoo~ev~lt 
Libr~ry ~uthori7in~ t~e ~cceotPnce of 
" rift '>f S49h .93 t o tl<e Li il rs>ry fr0, 
Juel~f' Hort>nM?.n . 

I ree "O rea t-on w! y Lt·e :.ecretnry 
r"'>"lo not s i ;<'! tte rePolutlon . I c! i el 
~at r•nlize t hat l•e v~r n tr11rter of 
trir LibrA r y . HA.ve y0u flnyt r i nf! in your 
files to innicate whette r Cr . U0r Penth~t 
is n t r ustee in ~is nersonRl cnoPCity or 
"~ether he is a t n tsteP O!'Cf1UPe hP 111 
Jecretpry of t re T r~nsury . 
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La= t ~arot t r o f r ai~enl a~provtu a rooor~ndt~ llo l 

~•a• b1 t t a ~ab lna t Committee on t ho Dollftr Foaltlon of 

l•~u-leaet oountr i ea, t hat in t ho ll~ht of ?roaaut c l r-

C'·• . t a .. cu a, proprlate act i on be hlttn t o u l nta ln <.t~nacia ' a 

hJ !~ and t . ~ . dot!ar bo!anooa at not l oaa t han about . avO 
::ol1!1o;, an.cl not 1101'1 t han about $350 llilH on. !. i.Aoo t ' an, 

uu }ol t e t he oanoolla t1on of onr UOO llill lon ot l . ~ . coll­

tr~ota and contrary t o t he Canadian Govar~nt ' a axpaota­

ll~~•• C&Aada'a iOld aQA L .~ . dollar r eaorvo haa r latll 

u rbdl)' and h 11ft r oui l 1¥ twl .. •• high aa tl e aaount co­

clnrd upon las t f> J•rlng. 

t I lapr OYOaoot lo u&Jl&Oa 1 I J.: •. dollar u c;J,a.ngt poai ­

tlot\ l e 1110 h u t o ollai nate , at l nut t or t i.t t iDe be l li&, 

t he neoeutty for tranuotiona enl.t rtd lnt o by t hh .~onm­

"''nt, i n i-UPauanoo ot t Lt l:)'o.t Park Arran, anenl , for ~ht 

t.ryoae ot lnertulng anada • a i'•w• dollar reo• ipt.a. In 

vi n of t hh fact, it 1a our opinion t hat honoa! ortl no 

. ~ . rOYei'IIINDt oontrut abould be placed i n Ctl.llada whloh 

cannot be r oadllJ juatified OD t he baai a of non-fir~no ial 

conaiderat i ona. Yurtheraora , we t eal t hat a l l axl1tin~ and 

eoutaspl a tad U .~ . ;ov~rnaent oootraot a a~ wel l aa ell ooo­

ht~I latecl aDd l nooaplehd t . !> . lloveroaent projeot u in uana 

ehoul d now be rn-nd l o order t o deteraln• whiol. or tl.em 

oo~old bo oaooelled b~ ua ancl taken on r bJ t he ' " ~ .. dian 

~'ernaeot witbout oat r iaent t o t ; e war oJfort of t l e l nl ted 

.jat lona. 

I ahould appreolate it if r ou would lot ao •now what 

contraota t he W&rltbe co-halon aocl ' ar Shipp~ :og Adllinh­

t ration ha,.. outatan41ng in \otnac!a ana what pr ojeota t he7 

lave uoder way 1D t hat oo•otry u wtll 01 whlol, of t heae 

ooulo 'te euaeelled aDCI taken ovor by tro l.aoadllll Govern­

ment without hilldraoee to t be war ef f or t. 1n t he dete rmina­

t ion of t he latter, ao ooaalclerat lon ahould 'bo given t o t he 

.• 
' 
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Canadian GoTern.ent'a abi lity t o flPano• the t rana­
aot ion, R& t hat matter 11 t o be t be aubjeot of fur t her ex­
plor~tion b~tw .. n t he t r eaauriea of t he two eount r in. 

Fi nal ly , I ahould appr eoi ate lt lf you woul o take t he 
neonaar , at epa t o aee l lta t f uture oontrao lti s-laoed ill 
.a.mC:a b; t he - ari tiu Co~miuion a nd •. u Shl l'plng Mii'Al llia­
t ral .on 11n H 111lteo to t hou whloh er e ulotated b) other 
t. •·• tl:umclal eonaldentiona. 

Var; t ruly youra, 

• eorehr 7 of the Tre&aiii'J • 

Adiure l Raory ~ . Land, 
Che.\rl'lan, 

Jlerltillle ~ommluion &lid \' II' 
Sl.l ; )'lng Acba.illiltretion, 

Co~-.roe Buil ding, 
• u ' .lngt on, D.C. 

• I 

I 

• 
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WAR DEPARTMENT 
WNlt DEPAR'T'MIIHT GaHC~ rfi#'P 

IIIMJTM't t~~ ... 

WASHtHOTQH 

December 15, 1943 

The Honorable, 

The Secretary of the Tre&OW')'. 

My dear llr. Secretary• 

The situation in Araentina ldth respe<:t to 

the blocking of the two banks renains c•nerelly unchanged. 

It is reported t hat Senor Pinedo, . formerly the Kiniater of 

Finance, r ecently r eferred to the matter os typical of our 

"pin pricking policy. " 

r 

Gm. V. STRO~, 
llajor General, 

A. C. Of S . 1 C- 2. 

•,. -. T 
• a ... '"""' 
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IUIPUBI.Ic.t. liZ COllA 
Minbterio 48 Baciuu 
Jofatura de Deopacho 

La HabaDa, Deooaber 15, 194). 

E>tcolleno:r• 

I bee to acknowledge rocoipt, with th&nkt, of your 
favor of the 22nd. of November, aooo~ioc three caplet 
of one l!emorandum and t hroe of t ho prelimi nary draft for 
a United Nation• Bank for Reccnotruction and Development, 
iuuad by tho Ullitod Statoo !reaoury Depart110nt 1n l!o .. a.­
bor 19 , 19~3. 

1 take notice of your otat.,.nt to t ho offoet that 
t he draft hao been -.48 "iP in an obbr01'1ahd fona, t o bring 
forth the aore o1cn1flcant poinh of t ho official vion of 
your COYorn.ent. 

'nlo draft will be oubaltted to t ho techaleal etatf of 
t hie Miniotr:r for ito cono~ratlon and etudy and, aa soon 
ao pooolUo, it will be rry pleaoure to oublllt to you 41-
roctl:r or through tho oftieoo ot our e>q>ort at tba Cuban 
E~baoo:r in Waehington, D.O., our oucgeotiono and viowo in 
r eference to this tentative propooal. 

1 obaerve that it il your intention to further oond 
uo material to amplify many of t ho pr ovioiont of t blo draft 
propooal, and ouch additional material wi ll reooi .. o, I 
&tlurl you. ur. Secretary, our .oat CAr•tul C0Dt14erat 1on. 

fhankiOC you ~tor t he cppo rtunlt:r offered to ut for 
cone1derat1on and dleeueoicn of t bie ~rtant proJect: 
and with aaoUI'IIIlooo of tho blcbut eet .. a, I roMin, 

Hit Jb:oelleno:r 

/o/ I.a&· ~uardo I. Montouliou 

Inc. ~uardo I. Montouliou 
111n1oter of tho Troaeur:r 

Ur. B. Morcenthau. Jr., 
Sooreta r:r of tho Treaeur:r of tho 

United Stat oo of Amorioa, 
Traaoury Dop&rt&~nt, 

Vaah1Dgton, D.C . 
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( Tranala tion) 

Jlizl1&t.r1 ot FinAnce and Com.erce 
Republic or Peru 

Your Rxcellency: 

I 41:1 pleased to aelc:nowle<lge receipt or your e ste-...ed 
co:r:unicat ion of llove ber 22nd , w1 til which there was smt 
to tllia ortico a pr eliminary dratt,preparod by tile 
technical experts or your departlftent, recard1ng the 
eetabliehnent of a sank ot the United B& tiona tor Recon­
etruction and oevelopcent . 

Thanking you !or having sent thie impor tant project, 
I have the eatis!acti on of informing you that the 
indicated proposal Will immediately be submitted to s tudy 
b.Y tile experts of t he Ministry and that their SU""eoticns, 
when they become available, will be broueht to your atten­
tion . 

Hie Excellency, 
Henry ~orsentllau, Jr., 
~acretary ot the masury' 
1faehin1fton, n. c., 
U. S. A· 

Very truly your e, 

/e/ Julin L. •ut 

Uinioter ot Wizlance and coc::~erce 

• 
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COI't 

strictly Ccnfic!ential 
tetter !! (N"" Series) 

Deced>er l S, 194). 

Dear Dr • .lh1 te, 

I tllink I have alrendy written t hat th e Oonoralieeimo waa very pleased 

>dth t.~e results of the Cairo Conference, tho reasons fer his sat iafaction 

bei!lll tirstly that his pol.itieaJ. r equests were grantod and seconcD.y that 

u.e intt rMti onal prestige he recei ved gave his regirro a badly needed boos ter . 

His wife, who of course understanc!s ileat.ern politics liiUCb better than be, was 

cot so !>leased, as Cbina1 o lllilltarJ and financial docands wore turned d oom. 

I don't knOtT w!lothor you bave already been 1ntor li8CI1 but tho G<;neraliosho 

..,ked tile President for a loan of US$1 billion and tllo roply .. as ti'.at it 

~Tould bo ilftpossible to eet Congres lfl.onal approval for ouch a l oan. 

Talkin~ of conferences , there i s a s tory now current i n Chun:;l<i ng about 

the Tehoran Conference . Toward the end ot the oon!arence llt•~n tile !Jig ~·nree 

were feeling very expan..i:..e, Joe Stalin took a puff at his pipe and with hi s 

teet on the desk , sa1d 1 •In Russia a!t.er tho War we are t;o1n0 to take eare 

ot eYerybody !rom cradlo to grave . • Winst on with hie oigar in his ttouth and 

equally relaxed replied • "That' s noth1"3 - in Enslend wo are goins to l ook 

alter people fr<l'l wot:lb to tod>. • Not to be outdone, F'ranklin !). Roosevelt 

ehimed in• "In ADtrica the oovernment will core tor everyb~ from erection 

to Roaurrecticn ." 

~ weakness or the Central QovernJT8nt i s more J)!'Ofound tllan i s 

t!!J!Iral.ly reali~od at home. 

(a) Tbero has been no improvement in the r elatione between t ho Kuomintang 

and tho opposition. Perha!>s th e best wq to sum up the position ie 

U.at both ai des are Jra serving anted neutrality end keeping their 
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!"'"'ier dry. Nel. ther h114 II:Bde any concesaiona to the other, the 

~uol"lntenc io continuing its military and politi cal. p,•eparations 

for civil war, and vdlile the :l.mmedl.ate tenoion olackened alter the 

11th plenarY se•eion o! the Central Committee ot t he Kuomintang in 

Septenb,,r , they are still aa far apart ae over , It appears that t.l:;e 

r.uo:r.intans mobilized !or civil war t his eumer and t~at the Generalisouo 

""" only diuu&ded from going ahead by .fear o! internatiooal public 

opimon ard by the muin1m1 ty o! his generw in asserting that it woul.d 

require a .a.jor lmpaign, as the Chine•• Cot:llwnste ware c.1ch etrooger 

thtJI Cb~D& had believed and, thou£1> not went.ina a civil ""'<'• were 

no lonsor etraid o! 1 ts m1.11t ary and political. outoo:oe, w!lile the 

Central Oovornment troops were much weaker, There aro a lot of rep<r ta 

bore to the er!ec;t that the COilllluniets have bocom vary powerful throu.g)>­

out North o:hina and evan in Central China behind the Japanese linea, 

which makes the Central Qooernment all the CIOl., norvous ae to possibl e 

developr.ento etter the enemy is eorpelled but at t be s are tiJoe deters 

it !ro11 buty action. Nevertheless, the dAnser ot civil "a.t r•aina ... 
srave, nor can an;r signitieant :l.!l::n-ovr-:ent be expected at t be aaoent. 

B7 the way, no one here takes seriously tho IIIQVea:ont tor a Constitu­

tional C()ll'(ention oDe year etter the l'rar; the n""s was t.i!IIO<I to co­

incide WI. th the announnement o! the departure ot the Chinese OoodW111 

lti osion t ar Ensl&nd in order to oerve as a d,..ocratio gesture and 

s~ll1ns point, but actually the same peopl e who were "elected" in 

1935 t o serve on the Conatitutional Convention then are to f unction 

opain, and the Convention will not eYOn hav• the power to aubll!it 

*"'•ndmenta to the Drett eonatitution which will be llllt be!ore i t !or 

eonsidaration. 
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(b) T1'lc ,.in danger eontront.l.ng the Central. Oovem 110nt 1e not eccnaaic 

eollapee but political disintegration, You lllliY remer.ber U.at I 

st reuecl this point over a year a go, The danger io becomJ.ng increu­

inel1 more serious . Right now U.e Szechuan ml.litari ets are extremely 

roati ve, arxl it ie reported that the recent Hunan e&mp6ign was undel'­

W:en po.rtly to fttsve oJ:! a Szechuan revolt which l:light have obtained 

•o::c pop-Jl&r support aa a result or dhsatbtact1on with the land tAx 

a:n :onscription am that t!le Generalissiloo llld ll.adaoe Chiang have 

•••en becoat jittery about t!leir oom p~nolllll •atety, 

Cont:ihuting t.o 1m! re!l.eeting the proceoc ot political disintegr3tion, 

tile internal conllicts and dissensions within U.e Y.uoml.ntGng have 

beco:oe sharper , Thus t he rivalries botwaen Chians' • two leadln& 

cenerals, Ko Ying-ohin end Chen Cheng (the latter who is considered 

Ly informed foreigners to be China ' o beot field oownndor haa recl!'1tly 

dev•lopecl a d1ploratic illness) , betl<sen Kung and Soong, and bet>Veen 

tt .. c. c. ttroup and othsr equally Fascist factions within t he 

Xuo:intang, havo all beco:r.e mare acute. 

~ GoV<ll'n::oent baa lost any interest it ever bod in doine 2J!Yt!'.int; 

e!!ectbe to l1£ht the Japansse, whose defeat it is only tco elad to 

leave in our lap; i t recognizes that the doteat o! tbd Japs is 

ir.ev1table ancl therefore there is no dan£er o! ca!)itulation, but at 

U.o same time i t won' t clo a eything to hReton that de!cat . Consequently 

mo• t Amoricon Qovornment o!!iciala r co"o i n contact •.n th aro beco:l!l.ns 

incrftllo1nely critical not onJ.y o! the central Govorn:rent but also o! 

our Chinue policy, llbich has servecl to etrengthen tho Central C-avern­

rent without obtaining anyth.ing in return. It is true that one o! the 
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eentral Qovemment•a f• sel.ling pointe is United States !ricmdship 

and i ta ability to extract handouts from ua at critical. junctures, 

and it 1a all too true thet we heve very little to chOir tor either 

our !rienclehip or our handouts (witness our di!!icw.ty in getting a 

reasonable arrangement 1n connect! on with ?ur expendit ures i n China) , 

It is felt that it 1B necesser:y !or us to get tough with Chiang i! 

"" are to pt any results and that there is no point in eulogbing 

hila to the alciea and 1n being grat ui tousl.T &•nerous to him. Fareign 

praise ot b1a does lll'lr& harm than good, while the aore we gt..-e h1l> 

the ooore he txpecta and the less he ia ..U.Ung t o contribute to tho 

war e!!ort or to oerxl bis Wa:fS• Americana in Chungking he&Yed a 

unanimous eisl> of relief when they heard the t thQ Pres1dent had ~rade 

no financial colllllitmont to Chiang at cairo, 

There appears to be no sign or reasona ble proap•ct of 111\Y real chango 

l or the bettor in the Central Govorn.-ent•s internal. J>Oli<:Yo I ts 

intention remains to hold on to po!'er without malcing any atte"'J't at 

il<proving adm1Diatrat1..-e e!tioiency, widenine tho b&:le of ita support, 

or i ntroducing any retaru. 

S>Jmina up, what should be er::phaaized ta that V... Central Govern­

mentis unstable, that i t s instebility i s increasinc, that it i s mldng 

no serious attempt to recti!y its inherent i nstabilitY - i f anything 

the contrary:, t.hat Chiang no lo!l!ler fulfils the function of being the 

main uniMIJ' !&ctor 1n China, and that AmoriOIUI polic;:;...Y!!!=t'-vi• 

China which apP,~p-s to be postulated on the aeaumetion that tJ1o Govcrr>­

r.ent 1a stable an..! atrO!l!j should be based on the facta • 

• 

• 
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I "'"' been pic:king up •ore dope on Lend-Z...ue. l(y Worution 'IO'ith 

...,. oct tc India i a that unnecessary wasteacea are o ccurr1ng .., :> result ol 

tbe inerJ'icioncy and incompetence ol the r eoponsible civilian agencies ot 

tho l"dian Oovornment in placing ordere and utiliting ll'&terial received. 

Thus , the Tat& Steel CoJllPilllY gave the responsible a gencies speci!ico.tions 

tar a ~:Uch needed blaot furnace al'>i roller, but t~e latter decided to go 

Tato one better and ardered a much bigger J.'Urnnce and roller which Tate 

::an•t use . The turMce =d r oller have arrived 1n Ind<.a but for al.l 

oract1 cal. uurposcs are so lilUch scrap. Yet ~:tatbcr exu:ple is provided ~ 

our Lend- Loaoo rAn in Cal. cut te who ., ... a pproached ~ the Indian railroads 

lor cet-tain badly needed rail"iflly supplies. Our lll&n inforlll!d tho Indian 

rail.ro<ld r c!)rtsentatives that the I:xlian 0<wern111ent had recaivod on Lend-

Lease a sul!icient amount of the go~• in question to last !or t en years . 

fho\J&h the railroo.d representativos •were incredulous , it transpired that 

our man ,...., stating tho facta and that t !> n Indian Oovom..,nt had oi~ 

tailed tc infono tho railroads of the receipt and anilab111ty or the 

S\lllplleo t.~ey wore looking for. 
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Aa •or China, tho Lo..nd-Lea.se 110n here are 1:1 the proceaa ot :!.nveatigat1ng 

the ., .. tc wUcb Lend-Lease supplies have been :>Ut 1n China, and I hope to 

have so,.thing to report 1n the near ruture . Their main lind so t ar conoama 

Lend-Lease and Universal. Tradinr: Corporation material and equipmnt destined 

t or Chine hut 0011 1n Inclia. Apparently moot o! it i t now i n Aaaam, which 

hao a notorious elil!latc in wbicb goods rot very eA•!lY • Nevertheless the 

material 1s inadequately stared and inVentoried. l!uch ot the material. -
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•ore ot 'Ohich baa been lieing there far over a yur - Will have to be scrapped, 

atd root of the rest ldll have to be salvaged and repacked. The tolle>ldni 

- '111>1• ot 1no!tic1snt inventorying wu cited to me1 the Colonel in dlarge ot 

tho cons~l'\lction of the Ledo road did not kn~ that so.ro equip1111nt he dee­

peratel)t needed wau • tared o~ 20 milee away. The main trouble S8811'1!1 to 

be insut!icient peraonnal, and the blame cannot be laid at the doer of the 

C!J1nete. llbore the Chineee are unrealist-ic ia in pereiating in having stutt 

shiPlled out tro:.t Anerie& when there is m«"8 in Assu than can be moved into 

Cl'.ite , ,!von present transport.ation faeillties , 

It is clear that the British are stallii'IG about o1.rlna the noee••&r7 

JO days' notioe tor the ter:Dillation of t.'>e l94l. Agree..,nt. The reason is 

that they wieh to have the status o! the Chinese Govornrl8nt •e debt. to thiOD 

under t!lc 1939 Sino-British &gX"eement clarified be tcre ngreei"': to winding 

ev.orythinc up, Tho result ie that as the Board deoided that the Sino­

Aneriean and Sino-British agreOI'lents of l94l. should be terminated as ot 

the sore date I h1o.ve to wa1 t until the British ta~• aot.ion before being 

able to hand in If// resignation as of a t:~-ven dote. You W1ll be interested 

to learn that Aabassadar Gauss •ant• .., to be Financl.al .t.ttacbe; \1bile such 

1.11 srrangeaent • culd have IIW11 advanteges and would in no W8:f 'interfere wi tb 

cy talc1ng trips to India tor exa:nple, it i s tar you to decide whether i t is 

desirable r rom the Treasury'• point ot view. 

I had lunch witb T. v . Soong last week and he ask"' to be relllentbered to 

!.ir~ . Vihite and yourself; he mentioned that he found a bGok your wife uent to 

his children 10 engrossing that be iru~i•ted on readins it tirat himSelf • 

• 
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M• is stUl iJ\ tb• dof!bou.ee end living iJ\ comparatJ.ve isolation, thougl! he 

ts DlCJ"'Oted to loave for Alr.erlca soon, 

r/l.th beat wishes far a l.!erry XrJ8a and Happy New lear to your wife and 

!amly and yourself , 

lours sincorel.y, 

( si glled) Sol Adler 
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Deca.ber 16, 1943 
9:15 a.m. 

DISPOSITION OF SURPLUS COMMODITIES, PROCUREUENT 

Present: Mr. Sullivan 
Mr. 0 ' Connell 
Mr. McConnell 
Mr. Mack 
Mr . llapes 
Mrs. Klotz 
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H.ll. JR: What I wan ted to tell you is, I wee disturbed 
by this memorandum, as I think O' Connell and Sullivan were 
see? I don 't know whether they had a chance to tell you ' 
or not. 

MR. McCONNELL: Briefly. 

H.M.JR: The way I feel- -and I thought we could have 
a very frank discussi on of this--! am not looking for new 
worlds to conquer. At one stage or another I have given a 
great deal of time to Procurement; I haven't recently 
because i t wasn't necessary, but at ihe time when we were 
handl ing so much of the Russian supplies I gave it a great 
deal of time. One of the things I am proudest of is, he 
was able to give me a memorandum in which be said that 
Russia should came ahead of everything in botn proouetion 
and procurement, and that turned the corner ou our supplying 
the Ruaaiana. I aean, the President. 

Vie used to send suppli ea over and practi ea.lly load 
boats . We turned this thing upside down getting things 
for the Russians. 

the 

Now, this is a new phase again, and I am going to 
interest myself personally in thia until we get i.11 started, 
just the way I dld on this stuff' for the Russians. The 
thing I am not interested in- -1 am not particularly int erested 
in the raw materials that Jesse Jones bought , see, but I 
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think that granted everything in the Treasury is a 
neadache and it ia just a questi on of degree but iust 
because a thing ie tough I don ' t think we sh~uld s!de­
trsck it. Now, we are tbe Government agency that bas been 
set up to handle surplus property. We have been doing i t· 
und as fa r as I know, we have been doing it to everybody'; 
estisi'action, with the posdble exception of the Bureau 
of the Budget, who is ambitious and might !ike to do it, 
itself. 

I don't think it belongs to the Budget , I think they 
have taken on far in excess of whet they can do. If they 
hadn 't, there wouldn' t be so many otner agencies set up to 
do the very thing which it should do, I mean, all this 
supervision of the field of expenditures of war plants, 
all the thousand and one things; and they never forgeve 
me for the manorandum I wrote to Senator ~trd a year ago 
~here I pointed out that a billion dollars could be saved, 
and it was saved, but they never forgave me for that . The 
fr.yrd commit t ee carried out practically ninety-five percent 
of my recommendations , 

But the very thing that these people told me, for 
instance, when they get these automobiles they have to 
know and do know that tney have to clear it fi rst with 
the transportation group . Then they can go ~o OPA to get 
e ceiling. They go to Mr. Nelson' s or&anization t o find 
out something else. All those t hings are Government tech­
niques which anybody setting out would have to start out 
f rom the beginning. 

Now, maybe they haven't got 
Maybe they need str engthening. 
to find out, 

the organization at present. 
I don't know. I am going 

MR. SUU.IVAN : There is no aoubt about that , .Mr. SA'-r•At•• f 

everybody agrees . And as soon aa we find out what ou~ fi eld 
ia to be, then we will go and get the people we need for 
those particular things. 

H.M. JR: I take it t hat when the Army g1k'ves you fl~~en 
thousand trucks they give you somebody to ta e care o e 
overhead and di spose of it . 
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MR. MACK: We have to take cere of it ourselves. 

H.M. JR: 
suppose. 

You could get sane overhead fr~ them, I 
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UR. SULLIVAN: Our appropriation would depend on the 
amount of work we have to do. 

MR. O'CONNELL: They have a sizable appropriation. 

H.M.JR: You could. We have done that in other things. 
I kn ow when otner agencies have asked ue to handle things 
~e have asked th~ for fifty or a hundred thousand dollars . 

ILR. MACK: It is transfer of funds for services 
transferred . 

H.M. JR: I remember Agriculture or somebody--when we 
always would aak for a certain amount of money for handling--

MR. MACK: ()! transfer of War Housing functions, or 
handling Red Cross purchases. 

H.M.JR: Now, just how far we go, I don't know, but 
I mean, whether for instance we went to handle all of the 
machinery and the plants, and so forth, and so on, surplus 
machinery that the Government owns, I would like to ask these 
people now who want to talk how tar you think you can go 
1n handling this thing? I don't think you want to nandle 
plants or raw materials. 

ILR. SUlliVAN: That is right. 

YR. MACK: Would you like my ideas on this? 

H.M.JR: That is the purpose of thia meeting. 

AIR, MACK: Well, I think there are two ver"f broad. 
divi sions. The first has to do with eo-called 1ndustr1al 
plants or heavy industries. Now, of course, those are 
primarily the Jesse Jones plants . The heavy induatr~ea 
are those activities that his plants nave been carry1~g on; 
the equipment, of course, baa to do with that. That 1a 
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bign octane gas, rubber devel opment, a,ntbetica, steel 
to some extent, and so forth. Mow, I think that all that 
act ivity is pretty much in one category, anQ it has be~n 
carried on through RFC . 

Now, there is another very substantial portion that 
has to do with militarr goods{ strictly military itams, 
items that have very l1t t le, f any, commer cial value. 
UoY1, those things, I think, might. be segregated, but the 
other broad category that I have in mind--

H.M.JR: You miiht talk about rubber plants ana st eel. 
Do you mean the plants themselves? 

l!R. lUCK: Yes. 

H.M. JR: Tell me about them; you just menti oned them 
and didn ' t finish your thought. 

MR. MACK: I thi nk that the rubber plants and alcohol 
plants, ali of those activities carried on by RFC should 
be disposed of by t hem. 

H .M. JR: The sixteen or eigh teen hundred plants, 
.,ha tever it is, that they have !'inanced? 

J.IR. MACK : That is right. 

H.U. JR: Let them dispose of them? 

WR. KACK: I would say so. 

WR. O' CONt ELL : Certainly I woul d say .,e shouldn' t 
aispose of them. We don ' t have to decide who should. 

H.M. JR: I agree that u shoul dn't di spose of' them. 
It isn't up to me to say that the RFC personall y- -! don't 
think the RFC should. 

MR. SULLIVAN: I have my fingers crossed on them, 
too, and yet nobody else knows ae much about them. 
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H.M. JR: But let • ~ agree that we don't want them. 

MR. MACK: We should not . Then the other broad 
category should be the consumer goods, consumable items 
which are just thousands of items. ' 

MR. McCONNELL : Just before you leave the RFC--t hey 
have all the metals, the strategic materials. 

H .~.Jlt: I said we didn 't want those . 

l!R. !lcC<XlNELL: \'."ell , the job of surplus is goin~ t o ,• 
be about sixty percent- - ! nave heard estimates- - ! don t 
know where it is--sixty percent scrap metal . Now, I am 
no t sure if you are sell1ng scrap lead, scrap zinc, or scrap 
aluminum, but there should be a very close cooperation 
between the scrap metal which will be in enonnous tonnages; 
I mean sixty percent by cost value, not by sales value, 
because it would be worth perhaps ten cents on the dollar 
or less of cost, but tl:le dismantling of the tanks and guns 
and segregating those materials into various alloys . Your 
alloy materials very often will come out of your scraps, so 
it isn 't quite roreign. I am quite sure it is no t foreign 
to tile business you are contemplating if you are contemplat­
ing the entire surplus material business . 

H.!l. JR: I am a little bit disappointed in the t ime 
you have been here tna t you haven't made more of a study 
of' Procurement ; and I gather f rom talking wi th them t~at 
you haven 't spent much time ~itb thsn. I don't know 1f 
you have any conception of' the tonnage of steel and copper 
ana stuff that we have bought for Lend-Lease. I mean, 1t 
is perfectly s tupendous. 

And t o everybody's sat isfaction, with the exception 
tnat I have insisted on breaking up this Engfish buyi~g 
~rust in this country on steel, and I wouldn t do bus1ness 
with them and insisted on doing busines~ directly ~ith the 
English Government and wouldn ' t go through the middle man-­
that ia about the only complaint; wasn ' t it? 

MR. MACK: That is right . 
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MR. McCONNELL: Disposal was a very snall part of 
that total, a hundred million, or three, or five . 

H .M. JR: Which is? 
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MR. l!cCOilNELL: Rather than procurement tllis is disposal 
the sale, end it is quite different . ' ' 

H.M.JR: No, we were doing at one time almost a hundred 
million a month, weren't we? 

liR. l.!ACK: Yes, in buying we went up to a hundred 
fifty or two hundred million . 

J,IR, llcCONUELL: I understood your total of aisposal 
or the sale was quite another job, was sanething arouna a 
hunared million for tbe year , 

MR. MACK: That is right . 

H.M. JR: But we were buying a very large amount of 
steel and copper and all the rest of those things. We 
bought all of the non-military things, non- ferrous metals 
fro~ Lend-Lease, and we still are, aren 't we? 

MR. MACK: That is right. 

~ MR. McCONNELL: But my point is, that ian' t the 
experience that is necessary in the sale of scrap metal , 
sir. 

H~. JR: I agree with you, but I have to take the tiae 
now, which I sort of hoped you would, to familiarize your­
self with just .nat they are doing, and after all, eo that 
you could pass it on to Baruch and Hancock, what we are 
doing, eo they could evaluate what we are doing. Sullivan 
t ells me the impression be has is that Hancock sort of is 
inclined t o l et Procurement do its share. 

IIR. SUU.IVAN: He waa two weeks a go, anyway. 

MR. llcCOOELL: This memorandum is the ~esult oi' a 
conversation that started on contract terminahon. Hancock 
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uked me to came in; it waa purely informal. And as 
Hancock went alon~ he began to talk about surplus Then 
he began to conce1ve thie i dea of using the freed~m u 
he called i t, of RFC, of the organization and the p~per 
foundation of the Procurement Divieioo, and I thought 
best to r eport it to you aa hie l ine of t llouint at the 
moment . How much he has talked that over ana how far 
i t has gone, I don ' t know. 
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H.J.I.JR: Of course, boiling that down, that would mean 
Procurement would be taken over by RFC • 

.MR. McCOONELL: Probably. 

H.li. JR: I am going to fight that, because everybody 
~ants to take over Procurement. I mean, we have the know­
how. I don't want to see Procurement go to RFC. 

MR. SULLIVAN: or course, one of the reasons be ci tes 
is the fact that the RFC isn't accountable to the General 
Accounting Offic e. I am sure that Congreea will insist 
in the disposal of this surplus that every safeguard that 
now exists will be maintained, and perhaps others instituted. 

H.M.JR: That is the beat argument that they shouldn't 
have it, the fact that t hey--

MR. O' COONELL: Tney wouldn't have t o come to GAO 
in regard to disposal of surpluses because the GAO's 
primary respoui bili t y ia with respect t o Goverrunent funds 
and they don' t have much to do wi th disposition of sur­
plus . 

H.M.JR: I wouldn ' t invi t e all kinds of supervision. 
And to g1 ve it to an agency because the~ have the l east 
supervision is the very argument wh¥ I woul dn ' t . 

YR. O' CONNELL: Supervision is all r~ght, Mr. Secretary, 
but I wouldn ' t want a lot if the supervis1on was the super­
vi sion of the GAO. That is the very thing we are fighting 
agai nst in contract termi nati on. 
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h.M.JH: But talking in general tenns, Lhe fact that 
an accounting organizat ion wants to go over our accouote--
1 would invite i t. 

MR. McC~NELL: Hancock has this i dea, which is wrong 
in facti I th1nk, that the Procurement Division i s subj ect 
to Civi Service limi tations and regulations, and that the 
RFC is not . Well , I have checked them, ana 1 am quite sure 
that RFC has agreed to limit itself t o Civil Service regula­
t i ons, but there are devices apparently through the corporate 
setup in RFC where they are able to circumvent to some 
extent some of t oe most stringent of those Civil Service ,• 
regule tions and ccme out and get a fiftr thousand dollar or 
twentr thousand dollar man, or whatever is necessary to 
handle a job as big a8 this . That is Hancock' s line of 
thought. 

CR. SULLIVAN : Bob, I think ne misses the boat toere. 
If ~e are to have any considerable part ot the di sposal of 
Utis surplus, i t will be necessary to bri ng in the top 
men in that particular type oi merchandise for two months, 
for four months, or for six months to set up the plan. 
Those oren ' t the fellows who wi l l put the plan into opera­
tion . Those are fellows v1ho are goir.g to advise us on the 
particular technique we ehoula use for the dis~ose.l of that 
specific commodity. 

H.M.JR: Let's go along a minute . The Government 
crossed that bridue ~ben we went in tne war. N el~on dropped 
hla eighty or nin:ty thousano dollars and took ten; the 
A~ baa a hundred or two hundred thousand dollar people 
working for six and seven, and we have our production . I . 
don't know what Charlie Yiilson gave up •ith Gener~l Elec~r1c, 
a hundred or a hundred end fifty; most likely ~e 1s g~ttlng 
ten , so that argument--! mean, the Government 1s gett1ng 
a lon~ and getting along damned well with the people they 
have. 

MR. Me COO NELL : Tlla t argument doe en' t hold in wartima, 
sir , but a8 soon as there is an armistice those fellows are 
going to retract. 

H .M. JR: Granted, but Congreu ian ' t ~oing to stand 
for one minute paying anybody that. I don t know where 
RFC pays anybody over ten thousand dollars. 
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YR. O' CONNELL: Their salaries do run a li ttle higher 
than thet, not much. But what Hancock is thinking about 
is a matter of power, If they wished to do so, RFC with 
ita power to create organi~ations could create a surplus 
property co:por~tion and make a man~gement contract of 
some sort w1th 1t, and that corporatlon could pay its operat­
ing executives the same amount tha t any private corporation 
could. ~hey might be criticized, but they have the po~er, 

H.M. JR: As head of t he Treasury1 there are certain 
t hings I would like, Maybe L!r. Berucn and l.lr. Byrnes 
~ouldn't •ant to give them to me, but at least I am going 
to uk for them. 

MR. McCONNELL: That is the direction I want to nave. 

H.W. JR: At least I would like to fi~t for tnam. 
Now, if Byrnes and Baruch and Hancock de ell de they don ' t , 
all right, but at least I want the people who represent 
me to fight for me. And quite frankly, I know you are 
sincere enough so that if you can't fight for it you will 
say, "Now look, Morgenthau, let someboely else represent 
you on that part. • If you can't put up a good f1ght for 
us on this thing, then say so and drop out of that picture 
and let Sullivan do it, you see , If you are half-hearted 
about it, please tell me so, see? 

MR. llcCOONELL: I think they are going to put up an 
argument, l.!r. Secretary, on tnis thing, just as I stated 
in this memorandum, and that argument is along the lines 
that Hancock talked about with me the other day. 

H.K. JR: If they can' t sell you on this thin~, . then 
tell us . If these four men can't sell you on t~e tact 
that they could do it better than any••od¥ else lD the 
Gover nment, see--if they can ' t sell you on th.at, then I 
say, don't handle that part and let Sullivan take the 
f ront. That is fair enough, isn 't i t? 

YR • .14cCOONELL: Quite. 

H.W.JR: If you don't believe in this group, well 
then--
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MR. McCONNELL: If I am lukewarm on it, I won' t 
hesitate to tell you, air. 

H.M. JR: That is all. I ~ant to make the most of 
this time , Start over again, wi!l you? 

MR. MACK: I was speaking about the first broad 
category of defense plants, so- called being operated by 
RI''C, and that is going to represent a ' pretty good share 
of tbe disposal problem in terms of dollars yet 1 don' t 
think that ia anything we should have any p~rt of. 

H.K. JR: Do you agree with that, John? 

MR. SULLIVAN: Yea. 

I.IR. O' CONNELL: There ia no question about that. 

MR. MAPES: Definitely. 

~ffi . MACK: There ia a broad category I would like 
to apeak of for a minute. 

H.~! . JR: Talk about what you think you can do. 
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MR. MACK: That is it, and that concerns the so-called 
consumer goode, thousands of consumable i tems, clothing 
and all kinds of items that wear out. 

liR. SULLIVAN : Hardware, and drygooda-­

H.W.JR: Horses, and mules. 

MR. MAPES: LiTeatock of any sort. 

MR. MACK: It covera a ~ratty broad field, alao usable 
induatrial and construction 1tama. Now, those are t he kinde 
of thinge that we buy. Ae an i llust ra tion, on clothing, when 
we have a big clothing program we aend people to New York; 
we get together the buyers of J . C. Pennq, Kont(!:cmery Ward • 
Mlcy 'a, William Filene'a Sons Company, merchandise men who are 
tope in their fi eld, and we work with them, and we outline 
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the program and t~~ about it for a few days, and then we 
go ahead on the be.Sle of their recommendations and reach 
our own decisions, baaed on views that they give us. They 
have been very cooperative. 
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Now1 those are the same types of fellows, those 
merchandising men in the biggest merchandising establish­
menta there are th.roughout the country, that we have to 
work with on a disposal program. We know the source of 
supply; we know the merchandise; our men who have to go 
out and inventory and appraise that type of material and 
supplies have a basis for detenaining what it is worth. 
Therefore, they have same intelligent basis for knowing 
what they should get for it . Following the last war, goode 
were disposed of by auction . v:e have been spending a lot 
of time on methods of disposal. We figure we should use all 
three methode , that is, the so-called competitive method 
where we get quotations from a number of people, or negotia­
tions under cert ain circumstances and dispos1tion of control 
material, and items that Vlar Production Board or the 
Petroleum Aaninistrator or others have suggestions as to 
disposal that would be to the best interest of the war 
effort . 

That has to do with the present situation . Those 
sales are negotiated. And than, of course, with livestock 
11e think in terms of auctions. att tbat ia s<111ething we 
are juat now getting into. There are a thousand and one 
tnings that have to be done, for example, the classifica~on 
of commoditi es so that you know what there is throughout 
the country on an over-all baaia of a g~ven type of c~odity 
so that you can detenaine whether that u so eubstantul • 
it will affect that given industry. For example, I guess 
we had a couple of hundred thousand sewing machines. If 
it had run up to a million sewing machines, we would know 
to what ext ent that would affect that industry ~na.whether 
it ia something that we abould talk to an asaoc1at1on 
about or t alk with the industry about. 

So I think that the consumers' goods, the ind~etrial 
items and the construction i tame, wllich are the kind a of 
thing~ that we know our· men a1'e familiar with-- they know 
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the valuea, they know th.ingain terma of cCIIIIIIercial channela 
o£ distribution , they know the picture as to each trpe of 
commoditr--I think that ia where we can do the best job, 
And I th nk that our fellows have been able to j!&in a lot 
from the training that they have had in develop1ng pro­
cedures and methods and classifications and trade associa­
tions to deal with individual and various industries to 
keep in touch wi th them. It takes months and months to 
develop all of that to a point where it ia useful information. 
And it seams to me that that is the field where we can do 
tne most good. 

loffi. McCONNEll: Let me aak, if I may--on the olher 
aide, do you ~ant the junk business, the scrap metal 
business? 

MR. SULLIVAN: Somebody naa got to Clo it. 

MR. O'CONNELL: He hasn't covered that field. 

~!R. MACK: No, I haven' t . 

H.IJ. JR: This is taking more time. You fellows ought 
to get together outside of my oi'fica . It isn't going to 
be settled this morning? 

Thev will take up organization this MR. lo!cCONNELL : • 
morning, 

me . 

H.U.JR: Are you going over on this? 

lo!R . SULLIVAN : Yes, sir. 

H.M. JR: It is not necessary for you to go? 

~!R. 0' C(t(NELL: No , 

Mlt. SUU.IVAN: I think Cliff should come with Bob and 

MR lo!cCCtlNELL: Yes. On that point I have tal~ed ~o 
Mr Suliivan and Kack and others, and my understandinf 11 

ge~erally that i t is very questionable that you want o do 
the junk business, which is two- tnirda. 
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lo!R. SULLIVAN: That is right. fut it is evident from 
the talks the1 have had in this meeting that they will 
try to throw the junk business at us . I don't think that 
just because it is a tough job, Bob, we should duck it, 
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MR. McCONNELL: I am not sure of that , because Hancock 
bas talked of dividing the business along the lines Yr , lolaok 
bas talked about, that the junk business is somewhat separate 
from all the usable items. He talked about that about two 
mee tings ago. 

MR. O' CONNELL: Well, it seems to me there isn't an1 
suostantial difference of view uong the people here, except 
on poui blj' one point. It is clear we don't want to do 
the facilities job. 

If they are con.tident we can do the otber end of 
the job, and that is the so-called consumers' usable goods 
plus construction items, that leaves in the middle a great 
big area of the military items such as tanks, guna, and 
other things which will be scrap after the war. I say it 
would be a good thing if we can do it, if we can get onl1 
the cream of this job to do and at least see if we can' t 
work on the idea of letting somebody else do the junk 
business. I don't see any reasonable way of arriving et 
that conclusion . 

~. SULLIVAN: I don't think we can take the position 
we don't went to handle the dirt1 end. 

H.l.!. JR: Which is that? 

lffi, 0 ' COllNELL: JWlk. 

MR, MACK: All the goods that are in pwiro
1
c
1
esha; for d 

example when the1 cancel a contract, they . ave goo s 
in proc~ss , International Harvester has th:ee thousand 
sub- contractors; and if there are military 1tems in produc­
tion , there will be a salvage job. 

H.14. JR: I don't sea howlou can say, "I want t he 
cream and don't want the bad. 
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MR. McCONNELL: Except that you are arguing for the 
bueineee that you are in, 

H.M.JR: I mean, I won't put up a fight to get the 
junk business, but on the other hand, I wouldn •t want to 
be in the position that they give us the junk business 
and nothing else. I .don ' t want the junk business and 
not the other. 
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MR. McCONNELL: Well now, that ia one point. The 
contracting officers who cancel tnese contracts, tne Anny 
11ho has the Ordnance and Alllmuni tion, and the llaVT in the 
same category--! am not sure but that tney would, speaking 
of it broadly, do a better job of disposal, of breaking 
up, and ao forth, or the nucleus of tnat--1 don't know 
whether you agree--than can be done in your present 
Procuranent Division starting froc no place. 

H.M. JR: The interesting thlng ia, if this thing 
was left to us, the way the flow ie now from Army and Navy, 
it comes to Procurement . That is the way it is going right 
now. ~~en they have eleven thousand t rucks, Army Ordnance 
doesn ' t sell them; they ask us . They have a lot of auto­
mobi les, and they aek us. 

lffi . McCONNELL: That is what we agree on . Those are 
usable items . 

H.W.JR: Extra sheepskin stuff--they aek us to sell 
that, It aeama as if both the Army and Nny if left alone 
look to ue to do it. 

KR. O'CONNELL: Wr. Secretary, the meeting this mo.rn.a.n11,1 
ie to discuss the disposition of eurplue property ac~ulred 
in connection with termination of cont racts. That wtll be 
inventoried, worked in Frooeee; it won't be the sort o! 
stuff we have been gett1ng from the ~&r Department, wh1ch 
wae etuff they bought and paid for and owned. 

H.M.JR: You fellows go on over there. These meeting• 
go on and on and on . You go over there, and after you go 
over sometime this afternoon would you report back to me 
and iet ae know what bee happened? If you are not doing 
anything, do you mind staying behind? 
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UR. MAPES: All right. 
.. 

H.M. JR: But you fellows get started and then come 
back. 

John, you let me know if you have something to r eport, 
will you? 

lo!R. SUU.IVAN: l es. 

MR. O' CONNEll.: I am going t o Jesse Jones' office. 
He ia having a meeting at ten- thirty. Judge Efrnes talked 
to LaFollette. LaFollett e and Walsh are going to file a 
minority report wi th such others aa will join thsn, and 
we are going a little further in working out the strategy. 

H.W. JR: What is the matter , if Jim Forrestal is right- ­
simply said that these fellows woulu settle i f we say all 
business transacted during t he calendar year 144--

MR. O' CONIELL: I think he is wrong. I think you make 
the suggestion and they will tack that on to everything else 
they have given ue . You see, this i sn't a new idea, Mr. 
Secretary. It was tried out by the Ways and Means Camnittee. 
Nobody baa paid much attention t o it yet. 

H.K.JR: I will say this much for Jim: He is getting 
the publ i city. Yes, he got that edi torial in the Post 
the ni ght before Lawrence--did you aee Krock this iiiOriiing? 
Krock went t o town . So J~y ~aa cer tainly working. 

WR. O' CONNELL: He ia doing a f ine job, but he and 
Bob Patterson debated that single point a number ?f timea. 
If i t were a little earlier in the game, I think 1t would 
be better, but I am afraid we won't gain much. 

(Mr. Sullivan, Mr. O' Connell, Mr. McConnell , and 
Mr . Mack leave the conference.) 

H.M. JR: ~pea, on this business of used automobile 
t ruck•, see, which ones are used? 

WR. KAPES: Trucks. 
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H.M. JR: I want to make this suggestion, that we 
invite in the heaee, I think, of three big financing can­
panies; General Motors has one; and there is the CIT 
That ie Baltimor e, isn't it? ' 

MR. MAPES: Yes. 

226 

H.M.JR: And the one in New York, Commercial Invesbnent 
Trueti General Motor s Acceptance, and then there is one 
i n 8a timore. I don't know what it is celled. It is 
practically the same as Commercial. I mean, you could ask. 
The big one in Sal timore, Commercial Invesbnent Trust--the 
one in Baltimore and that one. Those peopl e know this 
business because they have to take th~ back. 

I would invite thsn down here for Saturday. And 
then if you would bring them over here after you have told 
them what the problsn is--at eleven o' clock Saturday I 
would l ike to see t hem myself, see? You might put up to 
tnam automobiles . 

!.!R. MAPES: Because there will be in the fu ture a lot 
of used au t omobiles, too. 

H.M. JR: Tell them what it i s . You may get the 
President of the company, whatever his name is; they 
might not know a thing about it. Tell them what we want 
is the man who would advise wi th ua on how to dispose--

YR. WIPES: The practical aide of it? 

H.Y. JH: Yes . If the head of the company wants to 
come, all right. They can meet with me at eleven. They 
can aeet with you for a couple of hours first . 

Before the thing is settled, however, you diepose of 
these big items; I want to pass on it finally myself. A 
large number of automobiles, a large number of t:ucks,, the 
horses anything which you are getting for tbe f1 rst tlme-­
before'the thin~ is settlAd, I want {OU and Cliff to t ell 
me, "Now, this l& what we recOIIIIDend, and I will paae on it. 
But I think my suggestion to these finance compan1ea ia a 
good one . 

.. 
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MR. MAPES: Very good. 

B.M. JR: Now, you can't hire those fellows, but they 
will etay here for a week, if neoeeeary. And it is perfectly 
legitimate to let them make eome money on it. They have 
nothing to do; t hey have the organization, and their 
business ie to repossess automobiles and then sell them. 
They know that business, and they could fonn a pool with a 
perfectly legitimate profit. They might take that business 
and say, "All right, we will take these eleven thousand 
truck~ and under your supervision we will dispose of them. " 

Remember, you were saying yesterday--! think ~ guess 
is that that special thing--it ie a better thing to use 
the big finance companies on a used article. Now, there 
may be eome 81Dall ones out West, but those are the tnree 
big ones . 

JAR. WAPE!:>: Right . 

H.M. JR: Maybe there are some small ones we ought 
to invite in. We don ' t wan t to lust do business with the 
big boys . 

~bile this argument won ' t be settled ri~ht away--but 
the better job we do each day--we will say, Look what we 
did with the atu .. obilea . " 

WR. MAPES: That is exactly wh~t we had i~ ~nd. 
This business is coming now, and it ie coming Ln_lncreasing 
volume, giving ue a wonderful background and baa1s for 
future expansion . 

H •. M.JR: h I say, this is the way to hanclle. horses, 
used care, and trucks, but I want to take enough 1ntereat 
in the thing ~eel! until I get it started. 
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December 16, 19~3 
10:1~ a.m. 

l:r. Porrestal hes Juet gonP out to the <ientls t, 
r ne he 'll b o beck ln abOUt half Pn hour . 

•~11 , lea ve t·:ord thot I called . 

All right • 

2: 55 n . m. 

0':> nhead . 

ii~llo . 

y, ~ , Jim. 

·.:nul d you 0° >"1ll1ng , 1 f )''l U hr ve time , to 
nn vP one of your " eo, l e say ~ ""r r to RobPr t son 
?f Pt·:7 

Sur o. Do you think •:-. er n do tha t? 

Pl l , I'm just ~utt1nc t hi s u~ . so I- I .... 

Sur e . 

. . . . I 

Tha t' ! Pasy . Can ... . 

And Dr e>' ? oa r son ... . 

•,;ait - ;;ait a minute. }.y, ~<h~ t e ll• t you 're 
e,i vl ng me . 

Huh? 

I see you hl t the Jack-~o t 111 th Arthur Krock· 

.. ell , 1 t woe a ')rettY - •r e tty £OO<i piece , I 
thi nk . 
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I though t i t was excell ent. Just a minute . 
nathan Robertson. All right . 

And Pear son. 

'.!ai t a minu t e . Rober tson - Pearson - yeah. 

And a fellow named Bledsoe on The Times. He 
>:r l t es Sunday art1clee. 

Yeah . Bl edsoe. 

And , t hen 11' you he ve tl 'll e, ther e ' s a fellow 
named Stone on the Scri,pe-Hot<ard -,a, e r s . 
fhat ' s ell . • 

.bat - fr:>:l us- t e 1 r~ - '"t' re ':>OOr "leo-ol e 
to tackle him. 

All risht. 'tell , '"e ' ll t.P t !O'Ilebody else. 

"e 1 re uoo r :;:> eonle on thll t, bu t I .... 

All right . 
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... . ~1ve me anoth~r one . I ' ll tnke anothPr one. 

·,.: el l , that ' s 
500d fellow . 

how abou t - llo.y Cl!luPe r ' e n very 

Ah - •.·:e ' r P all rlr;ht · •i th Ray Cla'>ner . 

Yoah . All right. "~11 , I don't ··on t t o bur ' pn 
you •·i th too much , H• nry . If y~u can do that .. .. 

tlo - no - no . I - >'P - we 1 re ecui .,,ed t o do 1 t. 

All r l gbt. 

I don ' t kno~< t•hether we can do it half as w•l l 
ae you did . 

•::el l , tha t ' s very kind or you . 

'rlho 1 A t aki ng Er neet Llndl ey? 

i' el l , I - Bob Patter son - I ' ve uo t him down 
hirn , bu t I t hink if you could eay a wor d t o 
it - he ' s such a decent fellow tha t ..... 

for 
him, 

I 
j 
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Well , I'll put - I t ell you who ' s 60ing - I'll 
ou t Herbert Gas ton - he ' e very &ood at this . 

All right. 

I ' ll pu t him right on it. 

Okay. 

Thank you. 

Tha nk you, Henr y . 
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"-1r. - : • 11 
At til1 •. 
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H .•.• Jr : 

Jeeee Jones : 

ifi.!Jr: 

w.:Jr : 

JoneP: 

Jon~s : 

Jones: 

::'::Jr: 

~:lnes : 

Hello . 

Opoember 16, 1943. 
1: 07 P. M. 

Hel lo , Henry. {AGi de. Wi ll you ge t me that 
letter I jus t wrote to Seoy Morgenthau) . 

You ' re talking to hi m. 

Yes , but I 
the Hill. 
r ead it t o 

Yes. 

had just - I was going to run uo t o 
I sent you a little note ,but I' il 
you. 
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I don ' t know how much i nt Pr eet you want to take 
in it, but the O. W. I. sent ov• r here a smell 
speech that Dan ' s go~ng to deliver toni ght about 
that •. . 

Yes. 

Uo at Massachusette. 

Yes. 

And I just had thi s one thought. I ' d - they 
only sent us , of oour~e , abou t s pas e. 

Yeah. 

And the opening 0aragra~h on tha t oage reads 
as follo>~s : •we lh the Treasury have given 
car eful consideration to thla mo.tter" - that ' s 
reconversion money .. •• 

Yeah. 

• ... •and bel i eve ttat runds for the reconversion 
or war indus t ry will be omnle, ? rovided that a 
prompt settl ement is mode ot cancelled wa r con­
tracts. Our reasons for bel ieving this a r e as 
foll ows : 11 • llow, my thou(5ht i s tha t he - he 
gives a rgument to the tellowe 11h0 ar e ':l&r t~ng 
on this cancell ed war contrac ts things, a no 1 
suggested - I make thie sugges tion , using his 
language as ra r as I oan , why "'.1e in the Tr easury 
have gi ven careful consideration to t his rM tter 

11 

··:s i t - I ' ve got it righ t betor~ me- ( oe.use l 

I 
• 
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•tie i n the Treasur y have e;i ven careful consldera tion 
to this matter, and bel i eve that industry 1-1111 
have sufficient funds for r~oonversion f r om ~~ar 
oroduotion to normal peaoe- tlme production. " 

Yeah. 

I don't like to say "but" or an "if" . " 'lie believe 
that ~rompt settl ements will bo mads on t er mination 
of contrac t s for >:ar wor k , and shoul d th er e be 
delay in any i ndividual oases, amnle loans or 
advances will be a vailable uoon favor able t er ms . • 
::ow, it' s been discussed, you kno>:, that nrobably 
ni ne t y oer cent ~~uld be advanced ...• 

Yes. 

or so,ethl ng like tha t .... 

Yeah . 

.... and so fo r th end eo on , and I Just thoucht 
that it mi c ht be a littl e bit be tter if , in the 
whole cauee , if tha t wer e chanc ed. 

1:/ell, I haven 't go t th~ s~eech before me, but 
I ' ll certainly look at it, and &ive your euggestlons 
very careful considera t ion. 

··~el l, I 'll - I' ll send the l etter on over to 
you , because i t' s i n writing, you se• . 

Will. you do that? 

I'll send it ri&ht over. 

Thank you . 

Okay . 

Thank you. 
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G: 

:-: .. Jr: 
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Hello . 

Yee , Her ber t . 

Dec ember 16, 19~3 
2 : 51 ':l . m. 
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No , I l<oul d no t send tha t 1 e t t er. I ~tould not 
ae nO a ny l e t t er . 

All r i ght . Do you >:an t ue to send 1 t back ? And 
'"e 111 - ·..:e 1 11 turn h1ra down. 

Yeah. 

Al l righ t . I'll send the~ bacr. to 30u. 

You - you send them - send them to l:r e . Kl otz , 
a ne - t> nC. we ' ll - '>"e ' ll tur n hi m o.own. I thlnk 
1 t 1 s - I t hou£ht l t wae a ~1atake . 

. , 
-e& . I think lt ' e a m1eta%e . 

Thenk you . 

Right. 

I 
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December 16, 1943 

!GMO!WIDUY 

'fO: Secretary Morgenthau 

FRO~ : Mr. Gast on 

The following relates to the clearance of Dan 
Bell's speech to be delivered tonieht before the 
Econo'llic Club of Worcester, Massachusetts : 

(1) The speech was completed late Tuesday after­
noon. I sat in wi th Dan Bell , Georce haas and Henry 
~urohy on the f inal revision, at which time co~'llents by 
Fred Smith, Mager and others were considered . 

(2) A copy was sent to O.i/. I. at about 9:30 
,,ednesday mornin~; , according to Mr. Shaeffer. 

(3) At 12: 10 today, Thursday, ~~ . Shaeffer was 
advised by o.w.r. that clearance had been received f rom 
Army, Navy, i.!ari time Commission, Federal Reserve Board, 
Department of Commerce , Fred \finson (through Paul Porter) 
and Bernard Baruch (through Sam Lubell) . This included 
all a3encies to ..m.ich copies or extractions of the speech 
had been sent except s .E. C. 

(4) Since Mr. Shaeffer had been advised that 
·~r . Sell would be available up to 12:30 at a given. t ele­
phone number in Boston, after which he was to be out for 
the af ternoon on an insuection t r ip, he asked my opinion 
as to whether he could not take a chance on S.E. C. and 
give wr . Bell final cl earance. I told him to f O ahead, 
as I couldn't ima~ine that there would be any objection 
from S. E. C. to wh1ch we need pay at tention. He did so . 
At 2:4.0 p.m. o .w. I . called Shaeffe r to tell hi'll of 
Jesse Jones' proposed correction. Sheaffer asked fo r 
confirmation of their earlier statement that Commerce 
had cleared it . He was told that it had been cleared 
by Bill Costello, Mr . Jones' assistant. 
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(5) I have read the transcript of ,your teleuhone 
conversation at 1:07 p.m. with Jesse Jones and al so 
his letter addressed to you which arrived about 1:50 p.m. 
In the draft of the speech it is stated that "We in 
the Treasury " * believe that funds for the reconversion 
of war industry will be ample , provided that a prompt 
settl ement is made of canceled war contracts." The 
favorable cash posi tion of v.ar contractors is then 
analyzed in three succeeding paragraphs . Mr. Jones 
proposed to change thig by substituting an expression 
of our belief that prompt settlements will be made and 
coupling that with a promise that in any cases where 
there may be delay, loans will be available on favor­
able terms . I do not think the change should be made, 
nor does r.eorge Haas . I do not think the Treasury is 
in a 'position to promise either ~rompt settlement or 
low- rate loans . Besides , the inJection of this loan 
idea disturbs the f low of the speech. 

(6) I read Jones ' letter to Bell over the tele­
phone at 5:00 p.n:. He said he woulcin ' t change the speech 
unless we thoueht otherwise . I told him I would l eave 
1t alone . I talked to Jesse Jones soon afterward 
and explained to him that it was impossible to catch 
up with the mimeographed copies of the speech, hut that 
I had communicated his thoughts to Mr· Sell. 
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THE SECR£1'ARY OF COMMERCE 

WASHINGTON 25 

Decerabtr 16, 1943 

De.u- Koury 1 

OTfi outaitted to me an excerpt trora a opeoch 
b1 Dan Boll to be delivered tonight before the Economic 
Club of Worcooter, Naasachuaetto. 

I , of course, eon haYo no eriticiem or an;ytlling 
that Dan wiahes to say, but it hao occurred to .. that 
the paragraph• 

"lle in the Troa8W7 han &han earotul eoo­
oidaration to this Mtter, aDd believe that 
tuods tor the reconYersion of war industry 
will be uple , proYided that a prorapt 
aottloraent io Mdo or canceled war contracts. 
Our reasons for believing thio arc ao 
follows s" 

•1ght be bettor it changed as followo& 

"We in the Treasury have ~ivon careful con­
sideration to thio Mttor, and btliovo that 
industry will have oufticiont fundo tor re­
conversion trom war production to normal 
poaeetae production. lfo believe that 
prompt settlemento will be IU.do on tonina­
tloo of contracts for war work, and, should 
there be delay in artT 1nd1Yidual coo eo, 
uple loans or advanc .. will be ualloble 
upoo ta.Torable tera•. 0\lr reaaooe for 
belieYing this are ao follow II • 

Sincerely yours, 

----Honorable H&Dry Kor genthau, Jr. ~ 
The Secretary of the Treasury ~ 4 e--= 
llaollington, D. c. Jl--.r,--~~ I 
c--.... ~·-; . .:;.L- / 
n cl) ~ ?1....-. 
~I~ .::;~ -

236 

Regraded Unclassified



237 

Washington 

FOR R".Lf.AS~, 7•30 p , >!,, F;, II/, T, 
11\ursdny, Pocember 16 , 1943. 

Pres!~ Service 
'lo, 39-95 

(The f oll owing address by Daniel w, Bell, Under 
Secretary of the Treasury, befor e tho "'oreest er 
Economic Club at the Hotel Bonoroft, "oreest er , 
Uosaachusetts , is scheduled for deli •rcry at 
7 : )0 P. M., E, lf, T., Thursday , ~""'ber 16, 19£3, 
and is for release at t hat time.) 

Ftnancing the War an:! the_Pos t-"'llr Readlustnent 

I welcome the opportunity t o discuss with you this evening the probleos 
of financing the war and the pos t-war r elldjus t 'llent, It is because we feel 
that these two problems are so c losely tied t ogether that I have chosen to 
discuos some aspects o! each in the same address1 

war Finance 

It hos come to be generally recoeni~ed that tho real cost of a wor 
~t be paid for while it is being fought , This real cost consists in the 
labor put forth and the sacrifices endured in order to produce and to use 
the goods of war , Guns cannot be fired until they and their shells hove 
been !"Ade, nor can they be fired with time borrOI<ed from tomorrow, The 
labor and aaeri!ice involved in these things ::ust be ,..de today and cannot 

~ P""t poned . 

'n'lerft are, of course, soo.e exceptions to this rule. A war nuy be 
fout!ht, in slllAll part, by the use of stoelal of soods aoctL-.ulated before 
it begins1 an:!, t o a ltllch larger extent, by postponins the r eplacement of 
capital soods wearins out during its course. "!th these exceptions, the 
whole ph,vdcal cost of a war must be paid for while it is being fought, 

~at then, it ~y be asked , i s the r ole of war borrowing1 The answer 
muot be thot war borrowing is a method of pos t poning, not the cost itself, 
but the final allocation of the total bufden of the war to some future dote, 
when the costs now paid for through tho tiale of bonds are finally assessed 
in tho form of taxes - at which time it io inevitable that 3 "'uch l arger 
portion of them will be paid by the persons now in the armed forces than 

if thoy were assessed today. 
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· ':~en th13 fnet is seen in its stork reality, it is cl ear tho.t t.he 
""'"') eost ~ thr >ltlr s hould bo met as far no pouil>le by t a xes, £n<' so 
be •aic for once an~ for a ll by toda) ' • civilians at the sane t irte tllat 
t:¥1 non in the acn'1.ces a re paying their nuch hiuher price in h'.r.llln cos t 
on t:w !iBi:thc fronts . ~ Except ions fro: .l thia N l a ohoul d be oerr.:itted 
onl:/ 1'111en clear ly j usti. i ed by special ci:-cWli.!Stsncos . · 

There are n nu.mbor of these e:pe d.al circuNtances1 ancl it :ts beca,u3e 
~f thon th~t tll<l t;easur r Depar tment hruJ never rocomended to Concr oso 
til:lt tho Wtlolo cos. of t ne r~r s hould be paid for out of current taxatio11 . 
:l'Jt it i s these exceptioos , and not the cencral rule , whic:. need special 
justificetion; and I should llko to explain tn you toni{jlt , not wi.;· the 
';'rca,.Jry h84 roccti'Oonded to Congreoo additional tnxeo \"lhich if enacted 
"""ld o~ "l"Ovide sufficient r evenuo to cover about ~.,.,_halt o! total 
:'eeeral o~-per.ditures, but rat!1er q· it hs3 not a:ked for tsxee to cover 
t:.O full coat . 

'l'1lo use of b orror'..r.g, to tJle extent. t:l4t it 1e jus~ified by special 
n:-cu=.=tanccs, oal;es ;or a sr-.oot..'le r 'ilf'Orlc:i~ or O'lT ttar econcx:::zy- ti1an YTOuld 

~lit excl usive uso ol taxation . ·.lli&t arc t.~:so circ-tr-Gtor.ces U.'lder ,mich 
borrord:1r, i o tiiUS the superior ins tru.-,en t af \"IUr finance? 

In th<t first place , t~ burden of a tnx- or of any other cOl:.!>Ul •ory 
l ev-11 evon ~f 1 t is subsequent}J• roinburoablo - - r.~ust be lovi~d accor dine 
to t1xod rulon . Thoee rules con tal<o but lit~lo ocoount of individual 
cire:u~ctsncec . It requires considerable time for many indi vi<\·o.ls to 
Odjuct their living stsr.dards ll.'ld coll'a:litmentD to the new ond l cr.ror l eveb 
w:U.ch would bo dictated by a ll- out ..artl.ma ta."<Dtion . 

\'lhile llO:ne individuals a re revieinr, their Uvinc standards da:mrnrd , 
other indi v1dunls1 whose inco.;.te s have been incrcnead by t.he T:ar to l evels 
oor.aiderabl) above those re<;uired to eeet lhoir ron-.er st.andords of livinr,, 
are read) and rlllln~; to lend a oubstantial prorcrtion of their increased 
inoo:>es to th<t eo-.,rlrlllnt 1:1 order to insure their tubre securit~· . 

UUicatel y if the r.ar should lss t lone eno"'!l' these acjusment.a 
lUcht be oontin:U.d under a steadily increasing burden of t axation until 
cac:> peraon•a standard of livint: and .t1na:1cicl c<><t".it4,.,nts had l>ocotle 
adjuatad to his place in the >.er ecooo.:.,y . This i s unlikely to occ-or, 
except in a vary lon& tmr; and, in th<t neanti•"'I , a considerable .pro­
portion ot the total 'mr co .!: t must be !Jorrowed !.n o~·der to nvoio unnee6S­

sary dioruption in tlle ccon01:>;r, 

In tho no~-t pl ace , t:te magnitude or e<1r war offor t is fix?d by oar 
ruu cr <laS product , ra ~l,cr t!lon by our net national incooe , Tili s '"'aos 
that durinc ••nrti&le replacements and ropairo on plant r.nd equ;pr.,.nt :1uat 
be po,tponod a s f ar M possi.bl o SO that tho lflllnpowor an<! ma<.er!.alo 
>'lllic:1 the-· ~uld otherwise have ~bsorbod can be thrown into t~.e rrar 
e!'tort . 'Producora

1 
as 't':'ell as co:unzmers 1 aro asked by tteir GO'\~er:-.ncr. t. 

to 11Uso it up, \"lear it ""t, :ial:c it do, or Do l"it!>out .• 
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This 1'\e&.~s that ~urine t:1e '-.ar period, t:llt caril.al aosets of !'lOst 
bus!. nets li1T.U1 are wearinc out more rapid~ than the:; are be inc replaced 
&n~ the depreci&tion 1·eserves set aside to offset thio wear and tear are ' 
pilin;; up in cash , .At the sar.u. time, the accounts receivabl e of these 
ti!T.\.11 are rtlnninc do:"", 1mich results also in piling up cash , These 
tunds are all availaole to be l ent to the Ooverment1 but they ar e not 
availabla to bo taxed since they represent capital, rather than i ncome, 
of the firms possessing ~he'::• an:! r enresent very d1J.'forent proportions 
of the total capital of <liflerent fims, dependin& upon the type of o·•si­
nsss . A policy ci' borrowing t hese funds, ra thor than taxing then av:ay 
ts, therotore , clearly indicatet::. . ~ 

In tl:e t hird place, t:;e ereat ....artime exponaion i n t:~e econo.."'Y 
requires - even at a constant prieo lev·el - a treat increase in Ute 
available supply ci' currency and ba~< dapcaitll; and tl'lis increase, under 
OW' cxistin& i:-:sti tutions and uruler W&.!"ti"\11 conditions, ca.~ be supplied 
or.l,)• l>y Gn 1nc"ease in Ooverl'l:'.er:t borror.J.nc , 

F'inall;t, it is necessary t.'lat sOL.., financial incenUve be SUP?lied 
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to in:livicluala to rt>rl< long hoar3, a.~d to cor ::><>rations to operate rlt >t t.!lt 
utmost. e!f!.eienc:~ . If t!.e whole of t.he ext..ra inccr.ea rcsult.in; !'ro':"l t.!"e 
overtioe pay of individ'.tals a.~d the ef!icient r.nnaeer-.ent of busineso e~ter­
rriso:~ T:crc ta;:od at-:n;·, t1-.ere V.'oul.d be no oconcnic 11:ccnt!.vo to call f orth 
t:11ce oxo•·tions . 

':'he bort'O'flin& which i s justi i'ie<l cntil'el~· by the special considerations 
>t~ch 1 ho.vo juot enumerated vrould :1ave to tal:e placo for our -r.arti::1e 
econOI'IY to orerate smoothl;;, no :nattar how willinc. Cono-ess <'i"ht be to 
levy addi t1onal to.xes or t :te people to boar t>10n , This i>orrowir>& alone 
WOJltl amount. to a great deal o! money t>y peacot.i.-,e standards; but it- m\tld 
certainl;t be nuch less than t!'le nearl; !'i!t;t billion dollars a 'j(!ar wmch 
""' ol:ould have to borrow even if the 1rea:!\.r:' tax prorcsals were granted 
i~ full , 

J.n additional snount. of :X,rror"!.nb - over and above the oint=N:l re­
qui:"'d on econoaic :;rounds - ca.t also be acca:plis!led 1:'1. thout danger of 
ln:lation to the exter.t t:,Qt individullo can be induced, !or patriotic 
reasona , to incrense their sa"¥-inga . Thia the Troasury is endeavoring to 
do tr,· means of the payr oll savin::S plan and the r:a" Loan cao¢(118 . 

The volwoe of tol.al s avincs required io dictated b)' the size o1 the 
deficit and may differ nlll teria lly !ron tho Slll'l total or sa vines ·.<hich 
1~uld occur f r om economic and ""triotic motivoo , At tho preoe"t ti.'llO the 
Federal Government is purci11lsing about one-half ot tho total volume "! 
'lOodo and services bein• produced 1-.!lilo the romainin& 50 percent is ooint 
pure!'laood for private u;o·. Federh ta>:eo , hor.'Over, are br inf;ing 1~ onl y 
abooJ.t 20 percent or tJte ~ross ineo~ cenerat,Od b:,- pror.b1ct1on1 l eav.;.:lS 
about 30 percent 1:1 pr i-tate :.ands , 1'hero ic, thuo , a cl!.ocrepency cqaiva­
lent to a l>out JO percent ot the value of total cutout ·.-hich ~akes up ~he 
Federal dotieit on the one l-and and tho correspcndl.r.g necesse.r;; private 

SSVl.n£• on the other han<! , 
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To the extent tilat total borrowinG exce&ds the •&creGate a."'lount or 
••vin~• consciously rnd intent i onally undertaken we are placing ll(!uid 
assets in the hands of pe rsons ""o nay use the~:~ fo put added pressure on 
pr1co ceil1ncs . I t is to aid in il:!mobilizinc such uno table accu.,.,ul ntiens , 
as wel.l as for fiscal o.nd cc;ui table r easons , that the Treasury cor.siders 
tM need for additional taxes s o urgent , · 

I do not de:lir e t o co into the & t ter of partieuler types of wartir.le 
taxes at any longt h this ever.ing, but I should like to make so••e general 
o~serva tiona . 

Firot, there can be no doubt of tho ability or the peopl e o;; t.~e 

C:lited Stetes to pa'J taxes ouch hi;:l>er than thol!o now lev~ed . Of course, 
it """'1:! be hord becaus e 'l'2.r itself is hard , But the , .• ,_. fact that r.e 
are tl\N&tened with inflation is e~donco o! our abiUt•• to pay higher 
tliXe•, !C<" it :::eanS that ,... have 100re dollars to Gpand than thint;s to 
blq w1 th tt>e., • 

Sec:C'In<l, the view is soc.a·~i:les voiced t.hat.1 rl1ile we have e~hausted 
our abilit:.· t.o pay so-.e kinds 0: ta.Y.e.s , suc:1 aa inco-e t.a."":es, we ht.ve 
not exhausted our ability to paj ot:,.r kirds of taxes, ,.,e;, as sale s 
taxes . I can eee no mori t i n tius vie,-: , Ab~l1 ty to pay resides in per­
sons , rntl-cr than in ki nds of taxes -- both inc<....., an.l sales taxes oust 
be ".et !rO''l tho S!Loe p&J· envelopes; and if .,., havo t!1o abili.ty to pay ono , 
.,...., have tl-c abilit y to pa:r the other . 

The i1.eor.e tax can be adjue ,ed, ar.d is adj•tcted t.c the pe:·so.»al 
eircunsto.:1ces or tho so upon l'IJ: o::~. it is l evied . Exemrt1ol1G are granted 
ClllT.enst•rate v1.th !amlJ· status , so that the tex does not fall rlth nerci­
l•ss bru t.cli ty upon those uit!t s!'ll!ll ineor.es and l.ar;;e !amille s . No sue!> 
a<'juo~ont :-lechanisn is C'~sto,..,.;; or practicable for the sales tax . The 
~ • .., that "" !lllve exhausted our ability to J"'Y additional incooe taxes, 
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out still !lave t:-.> a bill ty to pa:: a sales tax, loe!.ca!.l;r reduces itself 
to ~;.e v!ow that t'>e principal &<!d1 t1onal abili t•· to pliO' in the ecor.cqy 
re•idcs in t:l&t portion of i ncates falling '\1.thin the exen:>tio:.s !roc the 
i:ullvi<iual incn:e tax - that is, five hundred dollars for a sL-.;;le !"'rS<n, 
t,l\·e hun<!ntd dollars for a ""'rried couple , ana t~.ree hundred !'ifty 
dollars for each dependent . I cannot accept th1o vi&w; and I do not be­
lieve that the advocates oi t he ealee tex ...,uld , Jr they realized the full 
!m~lieations of their proposal . 

Third, it is oft.er. prooosed tha t "" should place a special tax on 
!r.ercases in individual inc~::e s; that is , tar. ~ r..nn with an incroe of , say, 
till'ec thousand dollars more heavily 1f he has recentl y co".e up f~n one 
thousand dollars t han 1f he had baen r ecoivinc throe thousand do-l ars f or 
SCX"le time . This proposal seems to ne to be 11'1"01'\8 on a nwnber of counts • 
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It 1e ~air. It s eems to r:e th3t 1 co:'lsciously or unccnsciOI.ls~v, 

it ia bued •" :>~rt on the few:lal concept that every can should stay in 
Ilia place, and 1. strikes at the r oot of the principle that ewry r.:an ""-" 
:1.so aeoordil"€ to hia worth - a p rinciple which h.:la Civcn 50 nuc·1 life 
and hope to the An.oriean scene for gene rations past. · 
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It io uneconomic, It would undermine the i ncentive of norlwr s to 
transfer to war industries located in inconvenient pl aces and to ?IOrk long 
hours at !lard jobs, Particularly, it >:ould striiCI! at tho inee~tive for 
•.:ivoa to ontor war ?lnn~s in· order " .. o earn 1ncorrtes SU!),>leiOOntal"Y ·;o those 
of thc~r husbands, It WO'.ud, therefore , argravate the l abor s:10rta::;e. 

It 110\'ld be very dif.ficult to a<!ninister, This 'OOuld be tr"" not 
cnly for t !'.e Treasu:'Y 1 but also for tho t~era, aa it "0\ll.d req:U.,., the 
..,., o! !on:.a and q>Je.tionnaires far 1:10re e~lex than aey involved in the 
adr'..niatration of the indivi<!ual ir.cCJOe t,a:.:, 

It sec""" to ce that the buie problOD of the tLut!.on of iiJ:Iiv1d\$lt 
in rmrtino is re3ll;; not ver1 eo'?:ex, ;.g~:recote !.ndiv1dll31 inecme is 
Ms'lcr, and t he Governnent mutt tax a portion of it away, ':'here oay be 
a rrcot deal of dispute as to nhic!l tneo::.o br:>el~ota shoul d be dr.,..m uoo:> 
the lllOOt llea•tily, but. aey reasonable ;>at tern of ttl.t txlrowal can be ef!'eeted 
by neans of the i ndi vidual i neone tax, 

I think it is a 1:ood rule when any o~hor tax is pr opose<i, that you 
first e:cproos tho distribution of its burden in terr.l!l of the in~J.vidual 
1Momo tax, and toon ask )'ourself tihothor you would consider it r easonable 
that the :>Ul'den or tho individual incone tax itoolf should be so al tered, 
If the anst1er is " No," then the other tax should be placed on the defensive 
and its proponents t:lllde to justify it by reasons of strong pu!ill.e policy. 
s.,.tir.es this can be done - for cxar.ll'le, I boliove that the luxur; 
excites propoaod by the TreasUIY ~his year an! the sl>f'ndings tax :n"<Y.>o•ed 
last year are eases 1n point, The test shoul:l bo ri<:JD , homv>r, and tllo 
considot'lltiona of public :>oli<>'/ sh<>'Jl.d bo ir.;>ortant bo.fore a tax !.s ?la~ed 
on the statute l>oola! the bu."Clen of uhieh is diatritr.tted in a G3nner ot.'ltr 
t~.an that in vhich u~ 1;ould be "illins to c!ist~but.:> the burden o!' an 
l:l•reMo in tho individual ineOU! tax. 

I turn ncm to our oolicics Ttith roapect to t:artir.e borrorln<;. r: ... se 
hove been dor.JJ'Inted b'f the foil.,·.~ CONiiJcrationSo 

Firat, ·.re l.,vo tried to borro\1 as nueh as po::sit>le fro:=t invostors 
othor than eoome rcial banks, '!'~us prlneiplo mu.ot be stated s1>':tject to , 
sono qualification. I t ::o \ll.d neither be posoiblo nor desirable to do n_l 
o;: our borro11i~ outt ide of the banking s;;stom. I h.:lvo already O"J'l ainod 
that one of tm reasons for borro1t!.ng at all, t•atr.or than '"l.y'.Lng ~elusiwl;; 
Upon ta;ration, is that an ex"''andins 'ilartj.r-,o oeono~ ncods - oven at a con­
sbnt ~rico l~vel _ a fl''<.ati y increased 0r1ount of eurl'cncy and oo:1k 
depo~iia . T!-ceo can be .. ott"vained, \uYJor f..::i:stin: lnat!.tution.s a~~ in \:artinc1 

only ~J a corrospondiJl6 incrr.:aso in tro Gt'V..:rnn:nt see'.lrlty ~olm.n,;s 0 f£_ 
CCr.:»rcial and FcdcrdJ. tle~erve Banks ; Cl!'ld a •uffielont &.'10::>1• of s oC'•r- -ie• 
~.avo to bo sold to the banks to p~ovi<lo t!IU nceoasar;; eirculatine r:odl.u::, 

•v•n i!' •~equate carY.ots crltt for thca olsCtlhJ!'Oo 
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T:le ar.ount of C-ovemnent securit!ea wlt1.ch fOuld thU!! ;,.,., to be oold 
to thl banlta in WIY event is su\Jetantial; but , 1n practice, I rn1ot adtd.~ 
~!,..t tlda haa proved little of a problem, since it has taken ·care of 
itself b:f the tupid expa:1sion of the borrowtns noede of the Federal 
OC'1crn:·1ent and tho. s l orrs r devel opment of nonbnnk1ng so~cee .for Federal 
borr<ll'f:l.nGo ' 

For this reason we !"''"' d!rooted our 1\lllin e.l'fort to the sale o.f 
teeus•iti-es to nonban{dng investors. Lhltlnc; the past year; . we !ave seld 
to I!IICh 1nvl5torn, net after all awitches and t-edonptia~s, abo'-lt forty 
billion dollars of OO'ternment seeuri ties, ao oo~red with about t hirty 
uilliona abaorbed by the banks, 
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Seeoncl, wo lnve t1'i.ed to I>3Jce the •ecurit iee eold to the snall investor 
u riskless aa possible , The ·rreaaur;r Ius ca>sidorod i t self the trustee 
or the 1.nexper1eneed investor, It is •'1 t!: thia in Yl.cnr that the De1>artnent •s 
appeal to •~.all investors l'as been cor.fined to Series :: 'Jonds ubich are 
no.....,cot1nble1 pa;yable on derand and hence are 1\Dr&nteed acatr.st fluctua­
tions i n mri<at. values. 

The Tt'llasucy is less concern~d \'lith the larue voll.t'le of de:-.ancl obl:!.­
!"'tton: whic:t is beine built u:> lrJ the salo of aanncs boms to Sl!'.all 
investors than it "ould be with the only practicable alternative 'oo tr.is 
course. 'Chis alt-::rna·~ive "<tould be tho .:w.lo to ar.nll investors of r:..arketable 
socur\ties paynble bY the Treasury only o.fto•· the expiration of n fixed 
tem ot yours • 

Tho fixina of a definite term on •eollritios sold to snall tm·ostors 
~ no l'lCana inaures t:-.at they •Till be hold by t ll.>ec investors for tl., full 
to,.,, ll)f and large , the hol <!ers of r,arl:otablo 110curities '10uld sell t ho" 
on tho some occasions \Then holders of rodeor..ablo securities rrould rodeec 
t:!clr3, IndaoJ , there io one !r.;>ortant occaai on upon \.'hl.ch carkctablo 
SGC'.:rUies 110\lld be sold, but rodecc;)bl>J s ocu11.t1e c >:ould not bo rod~::l"ti 
that is

1 
the foar of a decline in prl.cc1 froT.l \lhich t~c nOMC:;<>tiablo 

ce~ri~ics aro 1cauno. 

::cxt it r:JJ!J aoocar at first g~neo, that 1 hl!c too Troaswy ri'.o"ld be 
PrO!'Crl;r concJrnc~· "it~ redccotions1 it shoo..ld not tK co:>ecmed >1l.t~ carkat 
sallls, since it must root the. rcdcr.pt ions out of ita O'.:n pocl<r:>t; rrb1le the 
mrkot sales ·ntll ee talron up by soc~bo<\Y olso, T!tls typo of reasoning 
1:0\lld suffice .for a private borro\101', wt it 1a entir el y inadoq'.lato for 
t :lO Tl'llnaucy since it ovcrlool::s tho r . al problem .'hl.ch t l'<l !loldl.n;;s o! 
covomt'l<lnt ao011rtt ios - l!i"ct:ler rcdocnnbl o ot• ~arkotablo - b:r soall 
inwstore will proscnt in tho ~ost-11ar 'XIriodo 

Tltls problem io thD.t thD. holders of thoco 5ocur1tios may ci1sposo of 
ot thoo and opond tho procoods on co11sunors 1 ~oods nt a tL"Ie ·.1hen the 
oUppl;r ot such r:oods "Ul oo scarce ; nm tho spond1n: = result .. •~ 1n 
price rises This problem nould axist, l.a<tOv>r, ·,.hoti"<Jr tho scc. ri.ies 
\tcro payabl: on dcoan:i or uoro J\JG:o·tiablo and payable at tho elos.: of 
a !ixod tom, and uill oo s<J:lS'.Ihat less troublos cno for do::a.">d s~e·.>ritios, 
because, as I ho.vo alroad;r pointed out, tho 11quidst1CI'I of this t;;n>o of 
•ocurtty l1.ll n<vc r bo orocipitatcd by tho f -ar ot a tall 1n the priec of 

tho se curity itself, · 
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Tho othor probl.on.s uhich tlill ;,., caueod tv holdinaa o! Govcrn!lCnt 
dobt tv s!lllll investors in tho post-\rar poriod arc minor , rolativ<> to the 
r"jor probl.om which I have just oontioncd; and will be kss sorious with 
dc!Nllld obligations than Ttith nc&otiablo obllcations ar .fi.x-.'CI tern. 

1"n10n aavinlJS bonds are presented for rodo•,•flt.lon to tho Trcasur; 31ld 
it i s nocossary to rofund thorn, tho Treasury offers tho typo and oaturlty 
o£ nolf s ocltritios bost suited to the narlcot at ttlO time , and offesrs thoso 
socuritiOs for distribution through the rogular ohonnols of ttlO Covornmont 
sccuri tY 111:1rkot. 

l.!:lrltctabl.o securities, by contrast, uould bo offorod in smll bloclcs 
ortonttnoa through irregular channels l'ltlOro tho orig:Lnal holders may not ' 
rccJivo full valw, and mit;ht dr.ibblo into tho Mrkot in such o. 'r.Jilf as to 
kc:p U continually di sturbod. Thoy r.:ir:)lt not bo fitted by coupon rate, 
o>tnrity, or oth> r characteristics for t.'>o ;>rod<l:lin:mt dor.and then cx1sti'1J 
in tho carkot, but th>y 11ould have been east i n \f.latevcr cold tlley r.ero, 
cneo and !or all, and tho "'ar]G)t ,..,uld ha,., to calco tho best of it. 

ro tho o>:tont that tho refunding of clco3nd obligations would hovo been 
accoapl i.shod by tho sale of sccurltios to bonks , so Clbo ~;ould tho car!cctablc 
sccuritios find their ultl.mto lod~nt in banks, but only after a roundabout 
journey1 probably i nvolving both loes to thoir origiruLl purchasers and a 
hisho r 1nt.:rcst cost to tho T1"asury. 

It oooma clou 
1 

t herefor e 
1 

that tho Tronsury is i n a much bottcr 
position to r e fund tho non-negotiable securitioo than tho individual wol'·­
bo to roi\tnd negotiabl e securities through tho m4rkot. 

Tho third of tho principles -:;o'lcrnilll! our borrowing policy has boon 
tho 11111intonnnco of tho liquidity of tho banking system. l'lo have laid dorm 
tho policy that no securities •nll be ortorcd to co...,rcial l:anks for tho 
invcst..ont of their dooand deposits uith a r.>aturity at ti.J:c o! issuance 
of over ton yoors. Tho great r:ajority of tho securiti es sol.cl to ca=rcial 
banks havo hl<l oaturitios far shorter than this . IndOO<I, oa.:o than half 
of tho total incroa..o in tiD portfolios of comorcl.al banl;s !!nco Pearl 
ihrbor Ius boon in tho fom of thr~~onth Treasury bl.lls a:'d om-';~ar 
certi ficates of indebtedness . This concontrat 1on of sale s to ca:n:>reial 
banks in short securities i .nsu.-os that our bonking eystc" mil be i:l a 
strong and liquid position to m...'<lt tho probloma of tho p"'!t-wnr period. 

Finally "" tuvo financed this \Yar nt an nvora&O rato of sli~htly l cso 
than 1-J/ 4 p6r cont. This compares with an nv~rseo rate of about 1.-l/ 4 
por cent on the s ocuritios issuod to financo tho last \7orld l7..•r• 

I nter est rates havo remained stable duri ng t tlO wnrtl.Jno pe riod and 
eonfidonco in tho continuation of this stability has boon and is rd.dosprcad 
and noll juotb'iocl and has caused investors t o subscribo to nw i oouos of 
Govorrm>nt ooeuritios in successive ""r l oans \lithout D.I'IY sil;n of hol ding 
bock in anticipat i on or hi2her ratos. 

.• 

• 

• 
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I think it can be fairly said of tho United Statoa, as the late 
Ch~neellor or ~he EXchequer , Sir Kingsley Wood, r ecently taid of Gre•t 
srtta1n, that • • • we have revolutlonlted public opinion as t o what are 
rai r rates tor Government war borrow1ns . " I bollevo that t his revolut ion 
In opinion has a sound basis in underly1n& ooonomio realities , and Is appli­
cable to the oomlng times of poaoe also , I hopo that the pollolec of the 
ooverrunent will be dlreoted to this end , 

Finnnoing the Post-War Readjuatmont 

I oomo now to tho second major dlvlalon or my topic, that is, the prob· 
lema of the post-war readjuctment period . 

I approach thia subject with so.., trepidation . 1;o post-war plan llill 
be or any value unless we win the war and are in a pocltlon to out it into 
effect. The war is not yet in tho bag. Kltlor •e poat· war plan. is slavery, 
o.nd thoro llill not be rooo for both hia plan and our own. 

You all re:e:bor the r ecipe tor rabbi t otew Which be&1n$ 8 pir st catch 
tho rabbit, " So it is with post ... wa.r pli.JU\lng. . .. , mat f'l r st Ytin th& war; 
&nJ wo must not let anything, even poet-war plannin, , distract our minds 
tram thla for an instant . 

Immad1atoly following the cloee of tho war , wo will be confronted 
with tho probl em of r econversion. Tho period or r econver sion will be a time 
frausht With oxoeptionnl hazard to our economic atructure. 

0Urin5 normal times, moat or our pooplo are eng4ged in producing goods 
whi ch they o.nd their fellow v.~rkers can buy with their wo.ccu:. During wartime, 
they nro largely engaged in producing war goods whi ch they cannot purchase 
with their lnoomee , but tho oxoess purchasing power which 1~ the reby created 
1s held ln chook by dlr eet controls, by personal t&x&tlon and by Qovorn=ent 
borrow1nt from lndiTiduals. The people are willlns to accept and copperate 
with thoso moaauros beoauee or patrlotls~ and tho all-pervading spirit nf 
sacrltlco Which exists during wartimes . Durin' t he reconver sion period , 
however , While the tools of production tor peaoe &ooda ar e being .edc r eady, 
purchasinG power m&y autrun the &ooda available tor purchase . while r.artice 
ceasuroa or control Kay be r&laxod it tho people do not recogni Le the need 
tor continued restraint . 

A price inflation 1&, consequently, one or the hatards of the r eeonver· 
aion period . Stalkin5 hand-in-hand wi th it t ooo the hatar~ of unemp loyment . 
lfol"~lly , thoeo two a r e never seen t ogether, ainoe unemployment usually 
r1 see from a laok of demand f or good5 and inflation from a shortage of goods , 
Tho unomplo~nt or the reconversion period will bo oauGod , however , not by 
a lack ot dam&nd for the finished produote, but booausa tho plants are not 
yot ready for mas a r eemployment , and so ray go hand-In-hand with lnflotion , 

Once the period ot reconversion is ovor and tho t remendous p•tentialitios 
of tho Amor1oan ooonomy which have been domonatrotod during tha ~ar ?Criod 
are directed to the production or t he good• of poaoo , the Q61n hatard of 
Inflation will be over , 
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the taak of statesmanship in the period immediately following the ~r 
will bo to haaten the r econversion procoae while mit1gat1ng i ts hardships 
and roduoint ita hwna.n C03ts . This ta.ek will , of courGo , be easier i!' a. 
termination of the qr on ono front before tho other should nake it possible 
to oo~ploto part of the reconversion pr ooosa unJer a *&r time environment . 
sut wo must proes for victor y a!ainat JapAn aa well as Gercany without reg~rd 
for tho ooono1 .. ics of reconversion. 

This evoning I shall discuss only throo aopeotc of f iscal planning for 
the roconvor 31on per iod, and these br iefly. Thoy Ar e , first , the cancelation 
of war oo~trocta ; second , the adequ&oy or corporate financinl resouroee to 
carry on t ho work of reconver si~n; and , third, tho control of individual 
spend1n£ during tho reconversion period. 

If the w~r Ghould and today on all fronta , there would be outstanding 
core than 75 billion dollars of ._r contraott on ~ich deliverie~ ~A~ not 
yet boon ~:~~&de. ltuch or the csted.al c-overed by t hcae contracts would bo ot' 
no use to tho Govern=ent 1f l~ were drlivo~od a~er tho i~diate e~Argoncy 
or thla war had passed. '!'h".e 1:: bt"e'lus., 1:hore oro no goodo r.itt: respect to 
which otaolo1conre run~ fasto~ thLn i~ d~o for the ~oo~s of war; :o the 
best properat1on for future ~rs 1¥nsists in maln~aintns tho skil ls and plant 
capac1t): noooas~ry for the <icvel op'!Mnt , proJuotion, a.nd use of new war soods 
rather th•n 1n hoardin~ vnst quant1t1eo or old oneo . 

rort of tho undelivered contrdcts would still ox1et merely in blue-printa 
ln tho handa or the contr act ors 1 ~~ilo pa r t would be represented by boods i n 
prooo u , 11ome of which in turn could bo oonvor tod into peacet ime goods . 

In ~ opinion , a.ll war contr acts should be oancolod immediately upon 
the plaoln& of the military need for the &oodo oontraoted for. This is de­
sirable tor two important re&sons. Flrst, it avoida the tremendous T~ste 
ot h\.\.":lll.n end mterio.l J·osourcoa irtvolvod in makinc; sood• Y:hieh VIe will 
ne~er uso; anJ , aecond , i t glv~s the msxl~ stimulation to the men and 
nant1o~nt released from caking such ~ooJa to seek employment ln the produc­
tion of 100d1 for ~ich there is a h~ need, and SO hastens the prOCOSI 

Of :"OCOr.YOral c;.n . 

Tho abrupt c&ncelation of ~r contr act• wlll &1ve rise to two problema. 
Theeo arot First , provi31on for tho labor thrown out of ~?lo~nt; and 
aocon!, oompcneat1on for the contra.otore . 

The tirot of those proble~s should be aottlod with liberality; tho sec­

ond , with tho utmo&t of speed . 

A sonorous tre~t~o~t or the labor diaplaood by oont rnct cancelation i a 
roqut rod , not merol; oy considerations or common hurrAn1ty and fair dealing , 
but also by oonsidorPtlons of ceono~J for w1thout it , ~~ oro unl ikely to 
secure abrupt canceladon at o.ll, e.nd thoro ie no !orm of re li~f 1:1oro e~pon· 
tlvt tho.n thG oroduotion or unneeded toola or war . _,o should oe sure, ow· 
e'Vor , tht\t the· treat-ment a.cco rdod labor displaced from :llr pr~~~ct!:~t 1 ~0~f 
•ueh a oharaoter thflt it encourages, r ather than elowa o.n, q ~ 

pe•cotime eC?loymont . 
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peymenta to contractors should be just 1n aooordancc with & fixed 
~tandarJ or equity; that is , they should be enouGh to mako the contractor s 
anj their auboontrQctors whole tor the loeaoa they have 1u,toined as the 
result or the o~ntro.ot oanoelations . 

tt h important nlso, tha.t payments to oontro.otora shoul d be pr omi)t . 
Thh 11 not prb~Drily for the benefit or the oontro.ctors themselves .... 
althouch 1 havo no doutt that thoy "'ill opprooiato it - - but for the benefit 
or tho country t\1 a. whole, A dollar paid out in tho aottlement of war con­
tractl during tho ear l y reconversion period rntlY ...... in terms or national well 
bein:; .... bo wort!"! ~ovoro.l do lla.rs po.ld out o. yoo.r or oo later . It is fo.r 
mora irtportrnt , therefore , t h!\t the settlements be prompt thAn that they be 
acou~t• to tho lnot dollar accordint to aomo acoountln& concept , «hicb may 
!toe1f be open to queot1on . 

Tho settlement of war co:ntro.cta along t ho 11n.oa which I hove just out­
l!r.ed v!l1 !nY01 vo o. heo.vy outflow of fund a froo the Treasury In tho fn 
oonthl l~Adiatoly ~ollowing the end of the w.r. ~· ~ro prepared for this 
outflow, and we feel thet there ~11 bo f.w oooaaiona when a disburse~nt of 
runJa may be :ado with so little real cost to tho Govern=ent anrl so ~ch 
benefit t o tho econo~. 

Jty second point wl th respect to tho reoonYorlion period relates to the 
Bdaquaoy ot oorpornte financial resources to carry on tho ~~rk of reconver sion . 
The adoqu~cy of these resources i s important, not rnoroly or even principally 
r roQ tho fiO int of vl ovr of the oorporo.tiono involved , but from the point of 
vlow of' tho whole economic system. 

Wo in tho Treasury have given careful conaidoration to this ~tter , and 
bel\ova that funds tor the reconver si on of wnr industry will be Ample , pro· 
viJed that a. p~ompt sottle~nt is made of o~nceled wnr contracts. Our reasons 
tor believing this uc as follows : 

first , the wurtice period h~s been a profitable one for ~rican oorpo· 
r.s.tlons o.s a whole . 1:et corpor!lto profite , after taxoe, have averaged about 
tvieo u muoh per yoo.r ~uring the ..:artlce period 0.1 thoy did in the y04rs 
1935 throush 1939 (tho base period for tho FRB index of industrial produc­
tion); and, by ~ l~r~e , the gre~test inerOIIOI haYo ,ono to those tirO$ 
whose problem~ of reconvorGion w111 be &reo.t••t· Corpor~to divid~nd poliey, 
~thermoro , hda boon so oonservntive that moat of the incro~se in corporate 
earn1~a hAs boon added to surplus . 

Secon~ 1n addition to their savlnsa from un~iatributod earnings , 
Amerlcnn co;porationa ho.ve piled up o. largo volumo or liquid dssetG o.s a 
rcaul t or ropnymont or receivables , and in somo cnsea roduotion in inventories , 
And tho ~oneral inability to expend dopr ooiatlon o.nd depletion r ese:vcs .,,~dch 
h~a been brouGht nbout by v~rtime conditione . According to tho est1mntos of 
the rodor~l Roeervo aoo.r d the domnnd dopoaita of nonf1nnno1ol businesses , 
1r.oluding un1ncorpor~tod ;nterprisos, rumountod to over 30 billion aollnrs at 
tho ond or lAet JUly· and According to Troaaury oattmatoa , the holdir.gs of 
~overncont cecuritio ~ -- ~ayablo for tho eoat pert on dcDAnJ or nt very ~hort 
- 1 u.nt at the present 'til:l6 to •rn ·- by nonr·1ncmc1al cor poz-ationt a ono , o.mo 

* 

• . ' 
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about 20 billion doll~• · Each of theoe fi(Ureo io far above any peacetime 
precedents bvt , to make the pict ure br l&ht or, Av~r1can bu&ineas , durin& the 
oomo t!mo it has been acquirint them, has reduced tho amount of both its 
ban~ loans and its bonded dobt . 

24 7 

Thi rd, generous carry-back and carry- forwar d provisions included in the 
corport.tion tax laws insur e thAt corpora.tions suffering losses du.rl~ the 
rcoonvoraion poriod, or even earning incomeo or lo&s than thei r excess pr ofits 
credit , will rGcoive substantial rotunda ot tho taxes paid in their prosperous 
year s . Those r orunds M- for the expediti ng of Which the Treasury has made 
recommendations to the Consressional oommittoos - · will be ava ilabl e t o carry 
on the work or r econversion. In addition , thoro ia provided in tho present 
law a poat-.ar ~orund , irrespective of tut~ro t ax atat~a, or ten per cent or 
th• oxcoes profits tax paid in tho war period. 

For tho reaaon.s given , I do not beHove that the adequacy of busineea 
tundt for rooonYer sion purpose• wi ll present a aajor problo~. eut 1 cannot 
speak with equal ass~.rance with re$pect to the prospects for the control of 
Individual •pending during the roconveroion per~od -- ~ho third post-war 
problon to bo diocus•cd , 

Immediately followins the end of tho actual f!GhtinE, we can probably 
expect o lot-d~vn in the willingness of people to submit f rom patriotic mo­
tives to a continued reduct ion in their oonsuoption . The re is l ikely to be 
a demand for an i~odinte end of the dir oct controls; ~nd t his demand cay, 
to sorr.o oxtont , succeed, For .toJI"l6 t1mo, howovor , ,·,hUe industry is being 
roconvortod ~nd the war effort domobil1tod , thoro v~ll be only a very gradual 
inorenao in tho s upply of con.sumors • &coda , ',"'hen it i:; condder od that thoro 
will bo ovoiloblc t o be spont ourrently , In additi on to tho Incomes being 
roce1vod for the pr oduction of conaumer s ' good a, not merely the incozr.es from 
work in domobiliLing the T~ effort and roconvort1nt pr1vnto industry , but 
alae the l arge liquid r esour ces piled up during wartime , it is easy to conjure 
up tho tpeot or or a post-war inrl ation. 

Atoinst t his =ust be set the p~r~l force of h~ foresight L~d so­
briety . T~e reconversion ,eriod is bounJ to bo attended by considerable un· 
ezploymont , and each individual will naturally aok hi=clf h..,. ho is goi.~' to 
co:w out. in t ho swirl of r eadjusteenta he acea around hi.=, !lis MtUMll 
t endency will bo to "play it close to the choat" and handle his r eservo 
•• corefully ao possible . This human tendency alone moy maintain • hi&n 
rato or saving during the r econversion period, and 10 forctt&ll the possi· 
b! lity of a poet-war inflation, 

\1a hope tho.t this wil l be so • but counting on it ,.,ould be as improvidor~t 
as counting on o.n inte~nal smash- up in Gormony to win tho war . we must con­
aoquontly lo.y ou.r plo.ns to pr event a poet• \18r inflo.ti on from oocu~ring, but 
atftnd reAdy to adjust any such plans on short notice to conditions no they 
~ot~Ally develop during thu r oeonvorsi on period . 

~at should these plans bo? rt 1ooma to mo thAt the direct controls, 
such aa pr1co collings priorities , and r 11tionins, should be l:cpt i n effect 
as lone a 1 nocoas.ary : ~nd high incomo t ,a.xee, aa long as possible . 
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~~ me explain the difrerence between "neoosaary" and "possible• tn 
tho atotomont which I h~ve just code . 
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rllilo t belie•to thet "'" should keop tho direct controls as lo~g after 
tho t.'t\ r as necessary , 1 do not believe that t.hls will bo vor:r l ong. I reel 
corto1n that the lnst of them can be dono away vnth aa soon as the reconverted 
plants comoonoo to pour thei r tlood ot consumers• GOods on the rr~rE.et . 

I ho.vo ao.id , howevor , that the hiS)\ ratoo of ~axo.tion should he kept o.s 
101"'1> aa pondblo . I t hink tho.t t ho ce.ce hero h very differor .. t . ~~i~h per ­
so:.al t~1.ett aarvo the nnti-ini'lo.tionary pu.rposo of o.baorb!ng surplus ;ntrchas­
i::r po.,.orJ o.nJ this rtlA"J be very userul nnd noceaef\ry in tho reco:1version 
pcr1o~ . 3Ut they also sorve the purp0$8 or hol~ins to pay orr the r~ tional 
debt: ~~i this purpo~e is ~lso useful and necessary. 

tt eoe~ to ae, therefore, th~t, ~ile tho criterion with respect to 
tS.e ro:-:oval of the controls should bft "!!ow eoon oa.n v:e rOJ:»ve thetl without 
r ifk!ns lr.flationt" ; the c riterion with rec,oot to ~art1ce rates of taxation 
~hou~d Ue ,~ow long can r.e keep ~~ca ~th~ut r1ak1~& un~lo~~r.tt" P~rhapa 

t or a lor~ t1ce to cc~e, if th& post -W&r ?OrioJ l1vea up to our ho~c a~d 
exp, otatione . 

But this would take me into nor. Tiatae beyond the scope of tonight' s 
addroea for t ~avo no intention of Uisouaain; the broader pha&es or fiscal 
pol\oy boyon~ tho reconve r sion period . 

1 WO'Jl d liko to mnJ:e, however , a fow gonoro.l observo.tion&. The wo.r has 
openod tho oyoa of the t.r.~Crica.n people to tho t remendous product ivity of in­
duGtr ial ond ngr loulturul America . Tho shor tngoa of peacetime goods and 
aerviCO$ that exist now have not blinded ua to tho enormous potontialitiea 
for abundance 1nhor ont in our productive ~ccho.niam. It is pr ecisely this 
unoxam?!Od capacity to ~roduce upon l'o'h ioh tho futuro prosper-ity and. \TOlfaro 
or our people ultimtel;· depend. 

To help society achieve QOre fUlly the promJae or abundance icpliclt 
in ~~ cap~city to pr o1uee; ~o hel? ~intain output an~ ecployccnt at & level 
aore naarl;,.· corroapondin& to our tr:.ac proJucttvo potential ; ac.'i to seeuro 
thh at a price that a peaceful decooro.cy ca.n pay; -- tht\t rill constitute 
tho &re&t eat task of economic stetosmanshlp 1n tho po~t-~~r world , 

I •lo not bollcvc that the clory or AlliCricn b•· longo onl y to the p<>st , 
I beHove that tho rco.l promi:;e of Amorioa bolonga to tho .futurD. B<ltween 
tho ~onl or aoouring mnximum ut1litat1on of ou r roaour cos and the go~l of 
o.ch1"v1ng a mor e equitab l e dit~tribution o~ wealth , thoro neod be ~o cont"l1ot , 
Our hlotory hna uoon testimony to that f o.ct , and our future will oo the 
rccor~ of ito fulfillmont , 
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I don ' t know t··he thcr you ' ve noticed , there a r e 
thr ee a rticl • r 1•hlch a">n~l\r~d on thl r rene.ro t i a t lon 
contrac t s . 

Ah .... 

Cne by Y.r o ck to Qn;,' ; on~ :J &t l'\r ·tty l n the Po e t, 
rr.d an~ th • ' PY b~for ~ by - nh - ~h . ~~P f •llow 
t;''1C' t ~~ t& ou t. t .l~ "•~"~i:ly ::.r.,.e.r tn, - oh . .. . 

Uh - huh. 

1\nC. t .. 1os e •·t: r P ttl, ut ln t;.r 'lu£:h thP , er e:onal 
P!'!' ~ r t s or Jl -. :+'orr,qg trl . Xoi , h~ e-e1f , hP1 5 
Clvidi ns 1t u? , rnc :1"' ' t ~~~-o us t o ta eon 
t~"'"" tol 1.oH1 n.:. e 'l e . 

Uh - huh • 

"r e'· ?~"'e r~~r.._ -' 'c <>: , ·o~ ... r:¢~n ... ~~ .:)rp.. ~oro:l~ -

Anc1 : r nest Lincl ey . 

''pl1 ' I 'll see - Y~'- , th~r~ ~r · e l l 
1-t'h'lT. ! 1 ve - yet:h . 

ea"lle · ·l th 
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You could - you <now them all. 

Yeah. Nate - Nate Robertson .... 

Pear son . 

Pearson. 

Bledsoe. 

Bledsoe. 

::la.,per. 

Claooer. 

AnC. :.i nell e;r . 

Cla~.,er a nd Lindley. 

No'"r , look 

Yeah . 
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If I may make a eugg•e tion , I f l nd tha t Joe 
O' Connell knows t h1e ~ tuff i nsi de out. 

Yes . I don't know 1 t 'rf'll enough t o talk .... 

.•,, ell, he - he knows it 1ne111e out . 

Yes . 

And , I - I thi nE. he thlnka much ~ore clearly on 
1 t than Paul does . 

Yes . 

So , if ;rou "en t sol!:ebody t her e • ·1 th :IOU who 
r. nows 1 t . 

I would hav e to h~ve somebody. 

I'd have Joe O' Connell . 

Yes . 
He makes - I think h~ make& a much be tter 
l r.~.oress1on 
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Yea. 

than Paul. 

I ' m •·orried abou t Pa ul Anyway . I thinlt he ac t s 
c s thoue;h h ., l<'as on the vprge of a nervous 
b r eakdo>m. 

Pl l , tha t may be . 

S~':!e thing ' s the mat t e r "i t b "'i L · .. " m, anyway . 001: , 
could you do a• ~any or tbeae as you could ye t 
t.1i e ••eek? 

Ye~ . Ye~ . indeed. 
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And , then ··e' 11 be doing - now, you see , I s tirred 
t~~s whole t hing u~ th• day before yesterday. As a 
r e sult o f 'h'h1ch , >~e me t over a t Ji m.o:~i e Byr nes' . 
Jo e O ' Connell ·~ae th r r ,. , tnd he ' E Collo,,'in~ it 
f o r ~e, ~ersonally. He knowa it all . 

Yoa - yps . They - they - our fellows were a 
lot conc e r ned about it, bu t they didn 't a " oountl y 
k no\< ho>~ to put the drive b~bind it . 

':lell , the C,rl ve ' s 'oehind it no~: . 

Yes. 

See? 

Yee . 

And they 're dlvidl~.g u~ t hese va r ious :>eo.,le, 
whi ch I t :Unk is excellent . 

Yes - yes . 

Okay? 

Yes . I eup?ose you saw ~llll t er Liopmann today , 
did you? 

Yee, I did. Ver y inte r esting. 

tha t waE t he a tuff t hat we ?la nted Yeah . ·.;ell , 
w1 th him. 
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cr - the so endlng tAx? 

Yeah. Uh - huh. 'llell , we - we discussed the 
thing , end he thought eome new rabbit ought to 
come ou t o f t he hat to- to . . . . 
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':lha t you mean is - is an old rabbit ln a new ekln. 

That ' s righ t . 

Oh, yes . 

So the only thing that we could or was the 
&lendlngs tax, and he wen t ror that . 

It ' • good enough. 

Yt>ah. 

::y wife ' s fo r that. She says that's the only 
thlnr; that ' s goi n& to e too oeoole l1 l<e her from 
s ~ending. 

(Laughs ) ·.vell , th11 t 1 s wonderful. 

That ' s >~ha t she said . 

Yeah. 

She ' s eal d it r i eht along too . 

Is tha t so? 

Yeah. She said that lt' e the only thing; that 
•·111 s too ':leopl e fro::t !.,endi!l£. 

I t ' 11 do the business. 

Right. 

Yeah. 

. . 

• 
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Hello. 

December 16, 19~3 
} :27 0 . 111 . 

Henry l·lorgenthau talking. 

Yes. 

This l etter >~hich we sent over last night , 
have you had a chance t o read it? The one 
that ' s t o go to the President . 

Ae far as I ' m concerned , I haven ' t talked to 
Oecar, but as far as I' m concerned, ~ereonally , 
it's all right. 

/ 
?C:3 

Good. Because I di n 't vant to have any dis .... 

Oh, there wouldn ' t be- th• re' d 

Because .... 

. . .. I- if I did have any changes , Just between 
us , I wouldn 't brinl! t hem up wi t h them, I 'Hould ao it >~lth you, alone. But it's al l righ t ·~i th 
me. 

'.1ell , >~1.11 I be able to say 

Hello . 

hello? 

Can I say, •.;hen they come, t ha t t h i s i e a t hing 
that you and I a r e together on? 

Tha t 1 S right. 

I can say that? 

That 'a right. 

'II ell, I - I >~anted t o be sur e , because neither 
White nor I had heard . 

1.1ell, tha t ' s p erfectlY all r ight. 

Thank you . 

You can - you can say that . 

I 
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• 
·. ,.11, all r1~;h t. 1llen I 111 see you a t four 
o ' cl ock. 

F1ne. 

Thank you. 
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ARGI:.1iTIN E 

Present ! Mr. Vjhite 
Mr. DuBois 
JJ.r. Pehle 
Ill' • Lux.f o rd 
Colonel Towson 
Lieutenant Walker 

December 16, 1~43 
3:80 p.m. 

H.M.JR: Young man, 1 hear you have a ato~. 

COLONJ:a. TOWOON: Mr. Secretary, the point in br ing­
ing this to your attention i s that under normal circum­
stanoea we are exchanging information freely with 
Foreign Funds, aa you no doubt already know. 

255 1/ 

This information, however, comes to us from a very 
hignly secret source ; so aeoret that at the present time 
we feel that it would be extremely dangerous both to the 
infonnant and t o the ultimate auoceaa of the project, 
if t here were any action taken on the basis of it at this 
~•iut , or any disclosure made of the information. 

However, it covers a matter which is primarily of 
Treas~ interest, so the General wanted it brought to 
your attention for your information. 

H.M. JR: You know we in t he Treasur.y can keep a 
secret . 

Just be!ot e Lieutenant Walker start s , the man who 
came up here - 1 was a little bit mixed up on i t - who 
was the man I wanted G-2 t o see? 

li.R. Wll.ITE: }(r. Smith. 
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h. ~. JR: Do you know about him? 

ILR. Pllil.E: We mentioned him. 
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tl ,V..JR: Will you arrange that be see Colonel Towson 
and teJ.l his story to l:olonel To•; son 'I I t nought he was 
a 'i reaeury man. lie is a State Department man fiilo bas 
come back to join up in the Navy. Now that he is out 
of the State Department, he talks, but he is talking 
pretty generally. That was the man I referred to. 

Do you lTowson) know Smith? 

ltlLONhl. 'l'OWOON: No, sir. 

Llc.UThlUNT WALKER: No, sir . 

li.M.JR: Now, 1 have from now until one minute of 
four. 

LIEUTbNA!iT 'NAUER: .Ul right, si r. The story 1 
have to tell, sir, is around a very large commercial 
association in Latin America kno~u as the Permanent 
Council of t he American Association of (;o!IWierce and 
Production . And we were fortunate enough to be able to 
have a man become our agent and get inside the inner 
counci ls of this commerce associut ion in Latin America. 
rle has just returned with tnia story. 

Dr. Raphael Venils is the guiding nand ano genius 
behind this Council, according to our man , and ne i s a 
Spaniard, about fifty-eight years old. fie was born in 
~aroelona, Spain. he launched nis caree~, p~litic~lr, 
t~rough cooperation with C~bo, the. big Span1sh po~ltl­
Clan, and became involved 1n the ut11ity bus1ness 1n 
Spain and later in Uruguay with Cambo and their . in~eresta . 
lie baa a1WS11 been interested in commerce assoc1at1ons 
as a sideline to his activities in the utili ty business . 
He came over to Uruguay and t hen went into Argenti~a 
and at the present time he i5 a director.of ~ .A.D.~; 
tbat is the Companie Argentina de Electr1oa, the b1ggest 
electric company in Argentina. 
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The Presldent of t hat company is Carlos l.!)'tl· Pellegr ini, 
on whma we .hav! exchanged a good deal of information wi t h 
your organ1zat1on, and another director of tnat same 
electrical company is Mr. Alejandro Shaw of Shaw Strupp 
on whom M have a great i nterest and exclumged a lot of ' 
information. 

Now tl1is gentleman, Vehila , remains in the background 
otficia.t!y, of this ~ouncil , yet be controls every opera­
tLon of this (;ouncil - a!l the Latin .~~merican countrie:o 
we believe, ar~ members ?f th~s Council. He is using it 
s s an in forma tlon gatnenng, 1nteHi~ence gat hering 
syste:a th1•ough0ut Lati n America, and particularly i n 
the economic, ! inancia!, and industri al sphere. OUr 
agent belie•es that ne is def lnitely pro-Uerman , and 
he definitely is anti-U.s. 11e does not apeak tne E.ng!isb 
language . 

1 guess si nce childhood he baa always feared the 
United States and Hri tain , and yet toduf , however, he nas 
pulled himself up over t he years and educated nimself, 
and he is now reported to be one of the most bri l liant 
men in Latin Amer i ca, accord1ng to our man, who is a 
very bril liant man, himself. 

Now, ~ith the t ie-up that be nas with all these 
other gentlemen in the utility industry, and other 
induatriee in Argentina , and nis control of this (;ouncil , 
ne . ie in a perfect position to use al l t nis ~format~on 
ana power if he wanted to, to help the enemy tnvest 1n 
and control all of the inous t r ies ana enterprises of 
Latin £merica tnat toey might so deeire. 

~e have no def inite proof that he is using this 
1.ouncil towards that end, but we bave many ~acts. thllt would 
lead ua to believe that tnat is the way it 1s be1ng useo . 
And it just ties in - all these vec·y questionabl~ charac­
ters wl!Om your organization nu been interested 1n fo r 
a long wh.ile and we have been interested in fo r a long 
11Jlile - and i t ties them in, we think, fairly wen togettlel' . 
And we are naturally very anxious . to oooper~~ote wtt b your 
organization in rouowing this tn1ng throo.gh. 
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The report isn • ~ completed on this Council , but natur~lly 
,.,e I'll. 11 make everyth1ng available to your organization. 

Une name I forgot to mention , t n~t ne baa been in­
volved with, is this Danny Heineman. 

Jl(.r.. PEliLE: 'Ibis is ul part or tne Sofina setup. 

H. A.JR: Well , we are a!l talking ne re ~ongst eacb 
other. One of the few times I nave really been put under 
~resaure was on this Heineman . Do you know ~ho put me 
imder? 

ltR. LUXN!tD: I ltnow enougn about Heineman to mow 
you would be pu t under pressure. 

H.~ . JR: The American Ambassador to Mexico • 

.Mrl. P&t!LE: Little Denny Heineman . 

H.IA. Jll.: lie called me up and came to see me and 
practically wept . 

!M. PhliLE: .>;essersmith. lie VIU in Cuba. r 1 • 
..,_.._A•• 

li .UJR: l!efore tnat be was in Belgium ~s Counsel 
General. 

Mil. Phi!Ll! : .t.nd in Germany. 

loti-. 'rl. I TE: Counsel tieneral in oerlin . 

li.~.JR : In An twerp, or something, l t hink. You 

l ook it up . 

Mit. \1hlTE: But he functioned in o~rlin . 

H.M.JR: \'1e were ju.st doing a wicked thing by keeping 
Mr . Heineman's money frozen in t.uba, and so forth. On, 
be rea!ly got as near bei ng disagreeable as a ~tate 
tepart~ent man can be • 

• 
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KK. PEHLE : well, he has a failing , ~. Secretary -
•. r . Ml!s~ersmi ~h. !'!e seems ~o be a good tlan generally 
but he lS ~1ng tne same Jnlatake on hing ~arol. 
ke is actively pushing King Carol. 

~R. ~MITE: I just got a long letter in favor of 
King Carol . 

I!.M.JR: !;own in Vienna he was very anti-ifazi. As 
1 reme~ber i t, I think he was very good down there. He 
was American Yioister, I tnink, in Vienna. ne ~as very 
, ood on the Nazi question. 
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L!JI. N.!ITE: 'I"bat otb.er man you mentioned, Pe!lagrini. 

Ltrt. PthLE: that is the fellow ::imlth told us about. 

MR. ~H!TE : It is in that document . Pay at tent ion 
t o the name when you re~d the document . Pellegrini . 

H.JA •• TR: Are you under any obligation to :lmith'l 
· ~ouldn ' t i t be easier , as long as- -

Mrl. Phl!LE : 1 have a copy or l t. 

H .~ .JR: VOny wouldn't it be easier to let G-~ have 
a copy. Are ~e under any ooligations? 

!Lit. Plilil..E : No, sir. 

Mr~ lfdiiTE: No, not to the A,·my, certainly. 'l'lley 
will protect him. 

LOt. PEHLE • lie has a familT c.o'llll there an~ he wants 
to be protected, but as far as the uovernment 1s concerned--

H.IA.JR: J.ny reason'/ 

MR. 'I,H!TE: I don 't t ltink so. 

1 t hink he ia most anxious to have i t 
)1.1{, WX.FO.K.D: 

circulated. 
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MH.. V.~TE: I think it woul d be 111ore fruitrul if 
tney saw hlm personally. be is available and he can see 
them hl.JIIself. 

CvLONl:.L TUWWN: Thank you, 

H..m.JR: I ought to warn you , this story which broke 
on Argentina f rom urew Pearson, we think it came from 
this fel l ow ~th. 

~. ~lilTh : Hut he made no bones about the fact. 
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lt • ..o . JR: He drew me in th~ot I had gone to see Ur . Hull. 
I coulo te ll nobody but the President, because all he 
~new ~as 1 bad gone to Mr. Hull. He didn ' t nave any other 
aetails. 

H . ~t. JR: Did you finiah your story? 

LIEUTl:.NANT NALKER: Yes, sir. 

H. M. JR: We have all tnis information ; what cllll we 
do about it? 

LIEUTl:.~ANT WALKER: One tning I woulo like to ask is 
tnat we have some reasonable hope that we Cllll get a 
permanent employee, toat is, we can get a man into this 
org~ization as a permanent secretary, o1• something of 
that sort . If ~e are able to oo that--

Mrt . P~HLE : The problem is a general one . 

rl .tt . JR: Excuse me a minute. Let me tell you so yoli 
can te!l ~neral Strong what we are trying to do. l told 
Gen eral ~trong this morning I thought they could help 
through the ~hief of Staff or through the Genera~ Staff. 
Thia happened while I was away. What we are ~ry1n~ to do 
i s to freer.e all t he assets of the Argentine 1n tn~s 
count ry. I t hi nk they should be supplied with cop1ea 
of the correspondence b~tween myself ~nd Yr. Hull. I 
don ' t know any better way to bring them up to date. 

OOLONhL TO',.OON : Thanks. 
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H.~ . JR: Well, I would go back and give t~em the 
wnole ule as betwee.n the message that went to Hull the 
unfortunate me ssage in ~hich I was away, in which they 
set it up we were t rying to overthrow the Argentine 
Government , joint memoranda. ~ased on tnat , Hull in 
~!o scow said no, he didn ' t want to freeze . He finally 
got tne ueasage and Stettinius said 1 would h.ave said 
no . I am talking frankly now, because I tnink this is 
very dangerous . 

1 told Stettinius I thought tue message v.as wnolly 
unfair to the Treasury, that we were doing i t purely 
on eLonomic grounds and weren' t interested in overthrow­
i n~ the Government, because , as a matter of fact, before 
tn1s present Government came in the thing was just as 
bad as i t is now. It isn ' t just this Gover nment . lt has 
been a si tuation for years . 1 mean, you have go t to do 
somet hing . Tne las t war Swi tzerland was -what do they 
call it - the shop? 

MR. PEHLE: Tne fence. 

H. IA.JR: This time it is Argentina. \~e bave been 
asking for almost two years to freeze t he thing. lie 
just can ' t budge. 1 fin al ly went to rtull . 1 have got 
nim interes ted. 
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but I tnink it is so important , part icularll l'~nanci~ 
spy stuff, und everything else, ana sabotage, ana ·~a t-nave­
you from t here tnat you oeonl! ought t o l'!"Hy get 1n on 
i t and battle with us . that l S wnat 1 th10k. 

COLO!H.L TtJWs:lN: 1 gatner, ai r, tllat General-­

H.M. JR: 1 tnink tne General ought t o get in· And 
[ am goine; to furnish the General, throuw yo~, the. whole 
file, beglnning wi th ~hat happened from tne ttme wnlle 
was n ay, untort ll!lately. 1 mean, the message nev~r . "ould 
have gone ~hy aull said no "as because he was mlSlnformed. 
we nave a~ exchange of letters "ll ith Hull s ince then . No", 
right n01r Hull t~ersonally, through all the Jllllbassadora 1n 
South Ame~ica, is havtng each country aoun~ed out whether 
t hey ~t~uld have any objection to our frees1ng. 
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Adolf ilerle said these South ~erican countr i es 
v.ould take affront if we went in and froze Argent i.na. 
So r~r we h~ve only heard from orazil and Columbia· they 
nuve taken no affront. ' 

MR. ',•,JilTE: 'i.e he ve heard from three more countries. 
?eru would go along, Columbi a and brazil--

!Jilt. PIIHLE: Mexico . 

I! •. ~.JR: l!erle' s position was - I a:ean, 1 am going 
overboard, after all, with you people, so 1 want secrecy 
on tnis - Berle ' s position was tnat thi s was to be 
North America wielding the big stick, and all South 
A~erican countries ~oulo get together and be aroused. 
!.as anybody been, so fe.r? 

MR. WHlTE: uf the five countries wno i ndicated, 
two said they could go dong and two said they coulan' t 
!'or a specific reason of t hen own, but t ha t t he Ambassa­
dors tnought they would be syrnpatnetic w1t n the vi ew. 

H.!I! .JR: llut nobody said, "Thia i s powerful Nort h 
Am.erica. " 

Yrt. ~dlTe : They naven't presented the matter tu the 
Uovnnm~nt s. So far t.ney nave only nad t ne vi ews of 
tneir Ambassadors in t nese areas. but t ne indication to 
date doesn 't support llerle' s position. 

H.lo\.JR: Mr. Hull said , ''l nate their guts ; _l would 
like t o cut t nei r throats, " t~!King about .argentlna . 

MK. I'J::HLK: "Throw it out . " 

Ml<. WHITE : "Kick it out. " 

H. !.l . JR: out the people below, you see, Ke ep telling 

h1m--
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Now, the other t ning where the ~tate Department 
ha~e got themselves i n a spot - t hey went along vdth ua 
ano let them f reeze t nese two institutions and then 
what they have been saying to us is, "Let '~ unfreeze 
t hem tLnd put them on their honor 1 " you see? 

COLONU TOi1SOO : Oh, dear! 
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H. :I. . JR: Now, as a matter oi fact , it is much worse 
because \.u., se two institutions ue both Govern:nent - con- ' 
troHed. ,.e are actually freezin~ tne Uovernwent-controlled ,• 
inst l. tutions and the pri nte inah tutions are f"ree . So the 
State tepartmen t have themselves in a very uncomfortable 
spot . 

So I say to tnem, "AJ.l t'l:;ht, if you want to out 
tnem on tbeir honor, we fr~ezu tnem, using the pattern 
of Switze1•1and and ;;,weden . " 'fhen we frevze them and say, 
"You ac·e on your honor as long as the Uovernment reporta 
to us. but you are frozen , and the minute you break that 
thing , the egreemext is cancelled. " And I r efuse to depat•t 
Hom thi:it position. But I have kind of got them on the 
hip because I have the two Gove1'1lmen t banks frozen and 
tne State Department can't do anything about it. 

In the meant ime I took i t directly to :.\r . Hull and 
ne sounded me out . I think wnen n" gth lu.·ough ne is 
boing to say, "\;ell, I guess l.lr . oerle doesn't .mow 
~nat be is talking about . " ~. ~erle Jumped ail over 
l'enle because he was so bold as to say they were Fascl st . 
· . .r. berle objected to tllllt 'fi Ord. ne doesn ' ~ _ like that 
v1or d. So - il the laay ooesn' t mind - .1 suo, All r1g~t, .. 
l et ' s cull them S.O.h' s if you don ' t i lke the name Fascist. 
1 said "Let's cllll them that , if that name makes you feel 

' ~oil ' " any happier. Tiley are so m~ny ~ · • • s . 

So 1 should think, aftel' all , we . are Ilgnt i ng tne 
thing on economic "arfar e. 1 am oonVlnoed that the Ger­
mans dovm there have a free - for -all, and th~y . can do ~y 
damned thing that t hey want . Tb~y n~ve,unllmlted money. 
t.e mve been unable to 1ind 1\r. t.oerlDll s money ana Mr . 
Iii tier ' s money, ~nd everyone else. 11e thOught we found 
it in l.!artinique, the Bank or .Morocco. 
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1 can' .t be line they are stupid enough to send it 
to Switzerland. 1 shoul d think that our interests would 
be parallel . 

COLONJ:.L TOt.~N : Surely. 

H. li! . JR: f have got Mr . Hull personally interested 
~no anything t nat you can throw on tne military front, 
if you could get something tna t t hese peoole - they are 
still letting - Argentina stiil lets tnem.use code 
~essages; oon ' t they go out to Japan and vermany f rom 
the Argentine? 

COLONI.L 'j'(),;~ll : I think so; yes , sir • 
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..lh. \iliiTE: I snould think the military v.oulii be 
particularly interested i n tne recent Uovernment which 
consists cni ei'ly of military o:licers y,ho are very closely 
connected, or at least they are certainly sympatnetic, 
if not much more so, with the Uerman Government . And 
nence t oe cnaracter of the developments in Uermany has 
shifted, making t his a matter oi concern to the United 
~tates mi litary authorities. 

M.t,, WXFll\D: une of thei r Gove rnmen t officials 
served i n the German Army dur ing the last war. 

COLONk.L TO';.'S)N: .Ul trained by the vermans, t oo. 

b .~ .JR: John, furnish these people.witn the ~ho~e 
story of what has happened ?n the Argentlne versus ·U.S. 
Give t hem the ~hole file, w1ll you? 

OOLaiJ:.L TO~SON : Thank you very much, sir. 

H.ll. JR: Tell the Gener..l to let me know personally 
how much he ia going t o do to help me , wi ll you? 

COLON tL TOh~~: 1 certainly will, sir. ~aula I 
ask just one qdestion, sir? 

li, lol . JR: Tv.o. 
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COLON~ T~~N: Do you suppose it is a ~tate Uepart­
ment view that 1f all of Argentina ,,ere frozen that the 
Govet•nment would fall ? 

li . M. JR: No, 1 don't think so . l personally don 't 
J think the answer to t hat is no. They haven't said th~t . 

l!h. Pt.llLE: At one point the 1!1asion tnought t llat 
if tney were ..:reezing them it might have that affect . 
~ore recently the State Departmen t tactic has been to 
say, "Probably not. " 1 gather tnere is very little 
reel opposition to the Government. 

h.J; JK: I tnought thel'e \'las even an implication tMt 
if v.e froz e it l'iOUld strent;then the nt~nd , 

!.IJ{, >.hiTE: 'lnet is an argument the boys used. 
l'iOS a symbol of Yankee Imperialism. 

lt 

H. M.JR: The an swer to your question is quite the 
opposite . 

Mit. PEiiLE : They did use that argument, Mr . ::iecrehry • 

.AJ\, LU.>.FlRD: To the !'resident. 

H . ~· . JR : Said it would be stren~;tnening tne nand. 
1 am not interested as a private ci tizen - yea, l em 
1ntereated, but as Secr~tary of the Treasury 1 am doing 
it on the basis of economic warfare . 1 ct~n 't over­
empnasize the importance of freezing those people. Now 
I ~willing, at t he beginning, t o say, "!il rlght , we 
wi ll put you on your honor, or freeze you and g1ve you 
a general license. The fi r st time ~ou don ' t ~eep your 
word" - aU right , but in the meant1me, ho'fl much do y~u 
Know about t his thing - all of the gold goes out by alr -
how many hundred million here ? 

lo\h, Pl:.hLE: Three hund!'ed. 

H M JR· It ~ould all go out if we didn ' t stop it. 
cut ev;·r;. ship t hat takes a miuion dolJ.ara - ~ne~ ••·e 
trans ferring tuis stutf to Sweden. The atuff lS JUSt 
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going out ! rom under QUr fingers . And the atupi oes t 
tning ever done was when we announced we were going to 
rr eeze II.Ild put them on notice, Tuat v.aa our stupidi t y. · 

OO.LONISL Ttr;i1:/0N : ~ounds lilce the old days wuen I 
was i n Foreign ~·unda, sir, when we tried to f reeze Ger­
many three t i mes. 

H .~ .J R: '! hat is r ight . but tllia thing and Ge rmany, 
M b .. t tled on o>weden and they al ways give t hem notice. 
nere you have got this stu!f, and t ne leverage of thr ee •• 
hundred miHion dollars worth, and 1 figure if we f r eeze 
it, tnen big business down tnere maybe will get a little 
scered ana wi th tnree hundred million ao!!ara ~rth of 
assets bel onging to the rich t..milies 1n the Argentine, 
they are going to be care ful . 1nis way they just thumb 
tllei r noses .. t us . 

CULOlll:.L TOwSON : t..erte.i nly. 

h. i-I..JR: So 1 am delighted tnat lieneral Strong 
sent you over here, but don ' t lose too much t ime on this. 

(To Peh!e ) • hen can you ge t them a set of this? 

>lh. Pt.HU: : Right away. 

h.M .JR: Tonight ? --
»R. P~HLE : Yes, si r . 

I! . :A. JR: Good. 
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Present: Mr . 
!.lr. 
Mr. 
~r. 
"~ *' • .:.r. 
Cr . 
!Jr. 

White 
Crowley 
Acheson 
!los tow 
Stet tin ius 
t..oe 
t.:urrie 
t..ox 

December 16, 1~43 
4:Uv p.m. 

H .~ .JR: The reason ~ . t.:rowley ano I a~ked to see 
you gentlemen was thst we have prepared jointly a memo­
randum t hat we would very ~uch l ike to send to toe 
President, and we hoped you would join us on it. 

1 tnink the quickest way 1\0uld be - do you hav:e 
copies '{ 
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lln. 'l'dilTE: Yes , sir. (l.lr . 1\nite distributed 
copies of t he memorandum fo r the ¥resident, dated tecem­
ber lij, ld43, attacheo.) 

K.~ .JR: I am going to ask you a question . Unless 
tnia i s settleo, 1 am going t o as~ tnat tnis be ke?t 
between the State Department! Mr. Crowley, an~ oursel!es , 
and that nobody else sees tnu . is t nat a t.ur quest1on? 

llR. SThTTTIHUS: t:nt i rely. The subject is what? 

R.M.JR: Halances . 

i.IJ\, STl:.'l"l' llHUS: hrii.j,an do.l1ar balances . 

I 
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h .~. JR: but I am asking that it be kept between 
~t ate and ourselves . 

tm. STETTINIUS: It is agreed as far as State is 
concerned . lt will not be discussed outside. 

li .:A.JR: ~To 1\r, Coe ) .Seelng )'UI.I uttint; next to 
harry makes ~e smile , because you !;O out in otner ol~ces 
and move around . ~e have i r iends ' al1 around; some" of 
t1<e~ come in as colonels, ger;erals, and •. nat-uot . 

ll.lt. .. niTE: Thet chap you have just seen was the one 
you referred to me. You ~ere impressed ~i th hi~ and 
sent him aown to me. Do you remember~ 

H . u~ . Jh: "!es, 

rAa~o \1rtl1'l : About six years ago. I expect to see 
Lauch ~urrie one oay as a genergl. 

>lrt. C.UlUUE : ror the next war. 

L!lt . STJITTINILI::. : Sir, 1 am not 9repared to approve 
"3" of this fi rst Fage. Knollenberg sat on this t.;~mmi ttee 
revre a~nt ~ng me all the tJ.me, and I am not prepared to sa,y 
~hetuer tnat is a f act or not. 

}.{l(, \\l!I'fE : 
tr.at is y,hy you 
cations. 

I assumed tr.u t lie t•epreser ted you, ~u~ 
are reaoing it nere,tq introduce ~odlfl-

n .~ .JR : I d1dn't ex, ect you to sign it too~~ · 

w .. ::.'l' t.~'llldU!:i : 'ne will have tni6 10r study and 
considerat i on? 

H.M. JR: Yes, but the only thing I am going to insist 
on i s that it be a matter of days and n? t weeks, see? 
l mean , .L have b~en pusnod "t•foun~ ~ t~s a~~~~g t!~r e~~e~fn 
months and ta1k1ng for lll¥se1 , ve e d 
n~ rop~. For el even months 1 nave been.pusbed aroun on 
tnis t hing, and I am sicK and t1red ot 1t • 

• 

, 
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Mit ... tuTE: Yo~ always illtd h o representatives 
presert and 1 am qu1te sure that this reflects t heir 
views, and 1 presumed they reflected yours . 
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!Alt . ST.t.TTINIUS: Well, liarry, my frank impression 
was tllllt tne '-onmittee never got to.,ether on a recom­
merdation that could be given to th~ primipah liDd 
t ni s is the first t hll t 1 have heard tna t t ne State Depart­
ment and Lend Lease were respona ibl e for t he liberal 
treat ment . Tnat is t he first inoication 1 nave ever had 
of tile matter, and I tollow lf'l business pretty carefully . 

!AI<. 'nn!TE: I had assumed t!JII t t he representatives 
you send, represented you, but ii tney didn 't - well , 
it i s easy enough. 

Ml\, !:>'TE.'TTH\IUS: Toey did re_present me. 

!.\1\, 'NiilTl.: You trBan they hadn't cleared their viev;a 
with you? 

!Alt. STETT!NIUS: No, and i t wasn't my understanding 
tht1t t hey took this liberd view. uscar is ve ry familiar 
wi th thi s. ne never had any vi ew in Lend Lease that we 
shoulo take an over- liberal, ove r·- generous vi ew on this 
subject. 

J.O , OOX: I ctidn ' t attend these :ueetings . 1 gatner 
y,~oat you are raisi ng is t he ques t i on of fact, y,netoer 
~nollenberg and Denby were for or not ror a liberal . 
i nterprett~tion . 1 tni nk you can cnec~ t~at very eas1ly. 

atit. V.HlTE: 
of the meetings . 

Mr. Hos t~ M el "'ean Acheson were at mos t 
You (l.oe ) ll'ere at most . 

MR. OOE: Now, they may no t have cleared wi th you, or 
you may not have felt t hat a deolai on was before you. at 
tnat time , That is possi ble . 1 had assumed that th1s 
reflected your attitude, but t nere coul~ be no d~ubt that 
tnia was thei r presentat i on at t he mee~ 1ng . it 19 t rue 
that i t didn 't get t o the stage y,here 1t was br ought to 
t he Cabinet group officially. 
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H .~~ . JR: I don ' t get t he point. They say tuat t hey 
do represent you, but on the other nand you say ir they 
did t ake this view, it doesn ' t repre sent you'l 

lith. STtTTINlUS : No, it doesn't, not a t dl. \,e 
i n Lend Lease have never taken the posit ion tnat tne 
balances should go over v.nat •·.as agreed to in tnat last 
~nratmas-v:eek memorandum. l'oe he ve never t aken tnut 
posi t i on. 

f. .!( . Ji\: 1 tllink tne1•e is a memorandum !rom you 
written on this very subject . 

ilih.. . .i:IITi:. : Asking for re- exuminat .on. 

Jl • .l. JR: Yes • 

.Ah. STETTI!IIUS : Asking for re- examination of t he 
rao ts? 

Ml\ . CuE: linen the british put i n that statement, 
broueht up the question of snort-term liability. 

MR STtTT!~IUS : Their request that toe matter be 
reviewed? 

:.lh, ~.HTE : Oh, no, no. Your repre sent~iives took 
the oosition t hat we should inform t nem and 1 t was I l'lho 
took'the position tnat we get a specific request from 
tl.em before we ... ould act. 

li. L1 . J R: But I got tne ciistinct impression - you 
did wri te a letter on tnis very subject . 1 can get your 
letter. 

MR. STETTINIUS: I reme mbe r noY> . 

H. M.JR: Do you want to see it? 

Wt. ST!>TT HHUS: No. 

• • Regraded Unclassified



271 

- ;) -

MJ\, Wl:. : Maybe the best way to oeal with tn .. t 11ould 
be to delete the history. 

Mt\, WHITE : In t his, yes • 

. l! .L! . JR: i!.ci , let me just say this for you. I am not 
try1ng to put anybody in the hole, see? Tna t isn ' t my 
purpose. Mr. ~rowley can talk for himself. ~bat I am 
talking ~bout i s a formal document ~hich was signed by 
~ lot of people , approved by the President, and which 
lS eleven months old. And since that t i me we nave not 
carr i ed out t he Directive wnich was •ppro•ed oy the 
Presioent. 

Toe tnglisn oollar bhl&nce nas steaai ly increasec. 
,,e n~ve tried cespe rately to get cooper•ation, and tne 
baclc1ng bot n of !)tate and Lend Lease . ..e wu e unable to 
dO i t, lllld I y:ant to find out wnere I stand, fish or cut bait. 

1 think Mr . Crowley can talk f'or himself. 

w.. Cl!l\1ll Y: Let me say this - and I don't know 
anything about the his tory, 1 am not concerned with that -
the tiling that I would like to di souss, ~>d .. nd 1..ean, i s 
r.nut ure r.e going to do about this dollar bdance pos~­
tion, and are Tie going to be in agreement tnat someth1ng 
ought to be clone, and if v;e are, how are r.e going t o do 
i t ? If we get into this, we never get into the main show, 
as I see it, at all . 

W'nen I talked \.i t h the !)ec .. etary, and wi tn you, td, 
and r.e have talked with Dean at different ti~es, we felt 
that we bad t o do so~ething aoout this dollar position, 
and that we should do somethin& t o put the fac ts before 
tue President. 

~m . t>T~TTINIUS: I agree . 

MR. Cfa7NL11: And try to.do it in complete agreement 
if we oaaibly clill , and then lf he says we are wrong on 
the thlng t hen we are wrong, but et l east we have brought 
up t o hUR1 tbe convictions ~e nave. 
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MR. STE'ITli';IUS: I agr ee complete11. 

H .~I .J R : 'Ihat i s all we are t rying 
tnis i sn' t t he be st kind of a document . 
sugeestions . 

t o oo. Mayce 
I am open to 

!JJ,, STI:.'l"1'1!HUS: but I would like to leave t he doo r 
a litt le bit open , narry, for me t o consult with the 
fellou r ather than hav1ng Lend Lease Adminis trat i on 
and t ::e St ate Department charged wi tn the responsibility 
of not ba ving mc:n ed on t his matte r . 

r.Lt . 1\hl'fE: Y.eH, t here isn ' t tne U i 0 btest desi re 
or S.l i gotest i ntent o.n our par t to mia represent woat I 
t nought they would be the first to ufirm. 1 think 
t nis is an unders tatemen t of t he position taken by tne 
men . 

Now, wnether t hey repre sented your vi ew, or whether 
you fe lt i t hadn ' t came t o an iSsue in v.hich you bad to 
make a decisi on, is qui te another matt er. You might 
wish to u y t hat i s wnat they t nought, but tha t you 
di dn ' t pass on t oat, and theref ore you can' t say tllllt 
Lend Lease - af ter al ! , only you can finally speak for 
Lend Lease. Dean &coeson i s nere . If it misr epresents 
toe ~tate Departm~nt, t oe posi t ion ~nich oe took at t nese 
meetings , or t oe ~tate Department po!icy--

wU'-;. (;Io:J,.ll Y: harry, could we do thin Could we 
forget about t he 1hole history here, IIJid talk now? And 
i f we a re ill agreement , then it seetts to me tn! t a, differ­
ent kind of a memorandum could be drafted se t t :Lr.g ror tn 
our problem. 

:;.
1
, l,I,UI TE: If you want ed to you coul ? merely d~le t e 

t hos e few sentences ..-hich go back t o the nlStory. Tna t 
i s a simple mat ter. 

K.M. J R: !Aay I ask ~tettinius tnis? !Jo I t ake i t 
f r om what you say t nat you are in agreemen t tnat t nis 
thing should be br ou3ht t o a bead? 
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l!li. STh'TTINIUS: Absolutely; M !.ave for months 
rienr;r . Oscar Cox can verify the fac t tha t I have had 
a heartache on tllis matter f'or months and mon ths. 

n .~ .JR: ~hat is all we are trying to do. 

Does the memor andum of !ast Je.nuar~ stand t h. t we 
suou ld keep tne t.nglish dollar balances be tween si x 
hundred million ana ~ billion? 

···' · STi.TTI.d US: It cust be brougnt to a nead. 

_. l . JR: And ail we are tryi ng t o du is bri n6 it 
to a nead. 

:.G • .5'IZTTL\1US: Fine, perfect. 'lie al'e fully in 
accord. 

" ' .1 . J R: That is all I am tryin6 to do . Ir you unt 
to !eave out tne p~st history, it i s a!l r ight wi t h me . 

MR. ~k:J\,Lt:.Y : Do you h~> ve any views over in St ute as 
to ho" far we ough t to go on the thing, or put it right 
up t o the Pres ident? 

!A.,. STt.TTllllUS: I t hink t na t !.lean bas been st udying 
t nis matter. He discussed it with t he ~ecretary and 
myse.L! this morning, and I t hink it Muld be nelpl'U11D 
nave Lean say a word on tnat, as t o the result oi his 
CoJ nsiderations . 

Yh. AChE!Drl : .. ell, I nave nad a vi ew wh1cn lh•rry 
1s very lamiliar with, because'! nave expressed it at all 
meetings t nat we have had from the s t art, and tnat was 
tnat tne fundamental problem thllt we have nere is not to 
try to keep the assets side oi the br i tisn b~lance sneet 
wtthin ~ particular figure wb.iob 1\a& fixed a y~ar ago. 

The figur~ tb.at was fixed a year ago was fixed . 
unaer the oi roUIIlstances tnen exi sting, and it ~as sa1d, 
in the light of t hose circUIIlstanoes, t hat seemed to be 
&11 that t hey had t o have at that time . 
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Since then the British !iabi!ities have been growing 
~ ~reat ~eal faster tnan thi s .gold tnat they have - go!d 
1o.r forugn exoh>!llge • . 1t seems to me t hat the policy 
01 the Un~t~d St~tes lS not served in sny WKY by saying 
to the Br l tlsh, We as a matter of national pol i cy wi sh 
to Keep your assets at a per fectly f i xed sum no matter 
1.hat happens to your liabilit ies, no m&.t t er what costs 
you are bearing in the war, or any other reason. l~e 
~on ' t consider any of t hose ! actors. We must keep your 
as seta in this fi xed form. " 

I thin~ i f_ •·e do that M seem to then be taking an 
atti tude wh1ch lS ourely noatlle t o them, not because we 
aisi ike th~, but because we feel tnat 1or poli tical or 
other r easons, we must oo t nat. inc from tneir point 
of vi ew, it unnecessarily narms t hem. 

i tnink wnat the oriti sh wo uld completely understand 
is t o say t hat we must cut out cer tain !end-lease 
pract i ces ;,nich, f rom our point or vi ew, are causing 
this embarrassment and trouble. And therefore tne oon­
c!usi ons at the end of this document in paragraph one 
recommend t hat certain steps should be taken. 
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·Now, with most o1' those steps ! would have no qu~r1•el. 
l think you have to examine each one in the l ight oi the 
particular circumstances . For instance, you can' t say 
wi t ll one sweep tna t we are lioing to stop all oif- shore_ 
purcnases suco as Iceland nsh, l.aribbean sugar, and Oll 
from outside the Uni ted States. Tnose are three woolly 
separate problems, each one involving much ~ore tnan tne 
Bri tish oo!lar position. 

The f i rst one involVes our whole r~lations •.ith Ice­
land and the commitments whi cb t he Preslnent made w1tn the 
Ice!and Uovernment and people. 

aut if what we are concerned with is not to, continue 
l ong- range OKpital installations, very ~el l, l et s st~p 
tnat. The Brit i sh will understand that and not regar 
it as a move aga inst tnem. 

' 
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It is only when we say t o them th~t we are going to 
take ~atever action may be necessary to keep b~lances 
between six hundred million and a billion, &!though 
the costs of the war are piling up at a tremendous rate -
external shoJ•t-term liabilities. From t heir point of 
vie. it ~~uld seem to be extraneous , an oppressive act 
on the1D1 which I think v:i.Ll do the war and our relatione 
,,\ th them far more harm than any good 11uich it .,:ill do 
us. 

Therefore, I do not see the purpose to be served 
in :naintaining this figur e 01 between six nunared 
million IUld a billion . I snould tnink that a far wi ser 
course would be to say, ",.e will review this - "e will 
cut out every single lend- lease triUlsact ion rhich, on 
its own merits, l':e think is bad," but we ,,in not unaer• 
take to try to decide what the fo re ign exchange assets 
01 tne British should be without any rel~tion to thei r 
foreign exchange liabilities. 

Mlt. VolUTE : I think that is what we n•ve indicd ed 
rigbt here. 

H.!.I . JR: May I answer you to explain? Is it &11 
right if I answer i t first? 

J.tlt . CIOWLh'Y: Yes . 

H. '.I. JR: Tb.l.s is where I differ w~tn ,tour view: In 
t he fi rst place, you sa1 tnat toese thtnga were ~rrtved 
at last year. At the t Lne these things we:e arr1~ed at, 
if you don't mind my differ ~ng wi th you - t t was~ t 
last December when this memorandum was created; ~t was • 
the t ime tb.&t I went up on the Hill to get tn~ ftrst 
Lend Lease, and I oad to go overboard on te~l1ng the 
Congress of the United States that the ~r1t1sh ~0~~ 1 sell every piece of real state, that the~ would ~e al 
tnei r stocks, that they would do everytlllng •. Ana at 
that time as I remember, Mr. l!ull l i&S even 1n favor . 
of bypoth~cating all of their securities in S~ut~. ~ertca, 
and I said no, that we sbouldn' t ask tnem to 0 oa • 
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! t'e~J.. that as SecN~tary of the 'l'reaeury, purely 
on the or1g1nal operation, from the testimony which 1 
gave - the 'freaaury gne - in order to get this thing 
through, we made cer tain representations to Congress. 

Now, talking for myself and nobody ehe, we have 
not kept our bargain with Congress . The 11lct that tile 
Eng1ish have ~d to, in order to pursue the war, create 
a lot of.sterllng.debt,.from our standpoint, and from 
my reJ.at1onship V1s-a-v1a Congress - I was authorized to 
talk for the iaministration at that time, and was the 
spearhead on the thing. 
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In the testimony, again, Wr . n~ll , on three different 
occaaiona, said he knew nothing about it and referred the 
matter to tbe Treasury. I han got a moral obligation, 
and t he re is nothing which I consider more important in 
u~ relationship to the Administration, as tne spokesman, 
than wnat I told Congress. Now, the Administration 
hasn ' t lived up to it . 

The fact that the english nave had certain diffi ­
culties doe an' t change the relationship of the 'l' reasury 
t o Congress; the Treasury talking, at that time, for the 
Administration. There na no question but that the Ad­
ministration made certain dsfini t e promi sea, and on that 
basis Congress passed it and re-passed i t , and nobody baa 
ever aaid to Congress, ·~u now, the r.nglish are having 
a tough time; they are doing a awel~ job," . and so ~orth 
and so on - wnich, of course, I bel 1eve- •• • and 1n view 
of t hat, we should permit the dollar baJ.~ces to go up 
at the expense of the American taxpayer. 

Now, mat 1 am tryi.ng to <iO ia per!~ctly obviou~, 
and I am not pulling my V~cbe& on ~ytn1ng. 1 am s1mply 
uying, "This is the po8ltlon, Mr. Stimson, Jir, Hull, 
Mr. Stettiniua" - 1 don't know how many other people . 
signed a document th~t went to the President of the Un~ted 
Statu and he O.K. ' d it - " ... and from that day to thu , 
tnere has been nothing changed. " And the document was 
baaed on the original testimony which was given to 
Congrua . 
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Now! 1 am t rpng t o do one of two things: Either 
! am tr;1ng to br1ng this thing to a head - and I ~on' t 
take second place to anybody in the Administration as 
to my interest - going baok to the beginning, as far as 
trying to help. t~e Britis~ and he~p ourselves throu~h 
nelping the br1hsh to defeat Nausm and F•ciam in this 
wur - eoing back to helping the t rench to buy the first 
p!o.nes, and from then on. I v.as the whipping boy up 
until t he time Lend Lease was passed ana turned over to 
!larry liopkins, and turned my organization over to him 
lock , atock, ana barrel, to run that . 

11ut this is a moral oblig .. tion 'IIliich 1 committed 
the Administr ati on to, vis-a-via Congress , and something 
hus to be done about it, and 1 tried for eleven months 
t o brinz this thing to a head, but I nave been licked on 
it . 
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I v1an t to br ins; it to the President • s attention, 
und Mr. (; rowley i s 1n sympathy \'oith me to br lng i t to the 
President ' s attention. 

MR. STETTINIUS: '.'e are , lilce•lise - enti rely. 

11 .~\ .JR: Fin e. Now, if tne President wants to say -
whatever b.e wants to say, it is all right. 11ut I "ant 
nim to know that there is tnis obli~ation , and it has 
nothing to do with the internal situation - nothing. 
And that is my position. 

~U.. STlTTIN!US: I t is a very fai r position. 

li .M. JR: And lto ~rowley ) excuse ~e o~e minute - and 
you carried on from there , and you capltal1zed on that 
position. 

!Ah. ~T::TTlNIUS: That is correct. 

•-a got t wo second and third renewal s . ll .M. JR: AU 

J.lli. STETT JNIU~ : Three and .t:our. 

• 
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l! • .l.. J~: And you nave n~ver said tn.at tne situation 
any di!ferent. You carr1ed on where r l eft off, 

Mk. STETTlNIUS : That is rignt . 

H . ~I. JR: So you pretty near have the same obligation 
that I nave. 

Mlt. SThTT llUUS: Yea, 

ll.:t. JI\: It is a very ser1oua t1 ing. 

tLR. Ck\JHU.Y: \lieU, as I vie~~ t his thing here 
there isn ' t any difference or opinion attoog the tr.~ee 
a~encies about gett lng t his up t o toe President and call ing 
n1a attention to it . 

lf.i~. STETTINIUS: None -,;ilatever. 

l/Jl. ACilliS<lh Tna t is right , 

11:\. CtOIIL l:Y: Now, the question comes bacK as to 
whether we agree on the recoamendationa that we make to 
the President after we call llis attention to it. Is t hat 
correct? 

We all agree it snould be called to his attention. 
~ow , whetner ~tate -; rees with ua t nat tne dollar balances 
should be reduced, is a q~estion. 

You don' t think, Dean, t nat i t ah~uld be done that 
wa.y? 

Ml . ACI!ESJN: Tnat ia the only difference. It is 
not that it should not be trou~ht to hi s attent i on - never 

has oeen. 

IAH. CllOWL;n: : But .,..hen you bring it up to. him - you 
know mor e about it than I do - wuen you br •ng 1t up to 
him you have to have sotte recommendations, don't you? 
You should have some recommendations. 
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MR. STETTINIUS: Sure. 

Mii.. C~'IIL!:.'Y : Now, i l tne t hree agenci es could 
ogree, then at least he Ytould understand t hat all three 
agenci es recommend a certa in procedure to him. 

1.\Jt. :.'TET'riNWS: I t hink that 11ould be desirabl e, 
if we could all agr ee. 

h. Y .• Jh: Lay l say this? I thinK tnh : .liS near as 
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1 can t ell, Stettinius is in toe same fOsition tn~t 
l.rowley and 1 are; namely, t hat we ,,ave a JLOrd obligation 
cetr.een t he l>dmi.nistra ticn and Con~resa ; that we gave 
Congress to understand tnat toe balances ~oul~ be a 
cer t ain position, and it is up to us to carry out t nat 
obligation, unless s omething ia changed as betr1een 
Congress and ourselves. 

Now, t .1at is 11hat is motivat i ng me, and no t that l 
am trying to make it diff icult for the or itish to curry 
on. Thut is the difi•renoe, ! think, JJ. an. In tr7ing 
to carry out t nis ob.l.ige. t ion, I have ~ot to oo certai n 
t hings . 1 am not hostile t o the JJ r i tlsh Treasury. I 
llttve just recommended that we .Let:d-J.ease a hundred million 
ounces or silver t o I naia. dut in order to carry the 
tt.lng out, there are certain thincs we !l"ve t o d~ wnich 
r.ill hurt tne Dri tish 'freasury; but 1 11o111 net t rytng to 
nurt tne ~>ritish •reasury; that isn 't~ mo t i ve. 

1 st.ould tnink n could get together. 

llh. :,'TETTINlUS: 'ltily don't H ea~ appoint somebody 
and take a fresn look at tnis t.hole thlDg? 

" JR ... _ L-ve done that over and over and over Ji.... : ..... "" 
again. 

Mit VHITE· I th i nk the issue has been very ~lear, 
• '. . • · t hat has been before us 10 a 

because t hu 18 an lSSUe . 1 think the i ssue centers 
very large number of meetlDt! • days that he is wi lling 
around number two . 1~, as :n in a ' so each one won't 
to go along on many ot toese n g • 
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n~~e to be ex~ined, tnat is exact l y ~at ~e nave been 
do1ng! and 1t 18 ex!'ctly r.here we will get nowhere. 
You m1ght ge~ the f18h, and you might get something else, 
and months w1ll. P!'Ss and the net result wi ll be that the 
c~lances keep rlslng . 
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I believe t hat an acceptance of "l" and an operation 
of "l " is merely to reproavce to a hrge ex t ent our 
experience of t he last t hree months; and three months 
fr om now we will meet ag~in and we 'dll agllin nave the 
nme iaaue. That is Yihy I tL!. nk "~" i s necessary. 

! thi nk t he only w~y to br ing the thing to a head, 
to get a clear mandate, is to hne "~" along \.ilh •1" . 
U: ''1" suf fi ces, t nen you don' t h11ve t o worry about "~" . 
In other \lOrds , by taking up each one of t hese t .• ings 
such tJ.S the boys are alre11d.v trying - ~lr . Crowley's 
outfi t is al ready trying "at' .. nd "b" and "c" and "d" -
I aon •t know about "e" and "f" , bu t they are al ready 
~oing forward on "a" , "b", "c", Md "d" 110d t hey cave 
been getti ng very l i ttle res~lt s . Al~ost every other 
d11y t or a month we nave been in co10mun i cat i on, and 
t he re i sn't any consi de rable promise t ney wi l l get t~long 
much f11ster . 

But should Dean be ri ght, in ot her v.ords, shoold 
tnei r efforts bear truit, and this results in a substan­
t ial reduction, then you ~on' t have t o g~ t o "~" , but 
i t i s because we are conv1nced t bat judg1ng from ~he past 
tney wi 11 not bear results, t ha t t o agree on one 1s 
merely anotner way of vitiat~ng ~be whole memo:andum and 
postponing the issue - dragg1ng 1t out und maklDg t he . 
situation, I think, f rom our point ot vi ew, less defens1ble. 

I.I.R. STETTINIUS: hxcuse me, Do I under stand, liarry, 
you are convi nced that '~'): " on Page 4 o£ t he memor!'Ddum 
1 huve - putti ng a ceiling of 11 billion-- That, 1n a 
final analysis , is the only answer. 

" ""ITE· That is the answer t o about a ?ill~on. 
uu\ , " " • • th "1" t hat lS tne 

lf you can accomplish it by do1ng e 
best way t o accomplish that . 
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MR. STETTirHUS: Is t hat your poei tion, Leo? 

ILR. C HD"'UY: Yes • 

Mil, STETTIN IUS: That you would like to agree on a 
ceiling of approximately a billion? 

IUt. CROiiLI:.Y: That is right. 

~ .tt.JR : ;:nere is no disa§reement that I kn ow of 
startlng from . Recommenda tions - from there do'fill . .ls 
I say, I am go1ng to be fai rly diffi cult to deal with. 

J.IR. STETTINIUS: Which are you reading from? 

tt .M.JR: I am s t~ting f rom t he bottom of Page 3. 

!.IR. STETTil'dUS: Is t nat the same one I nave, !larry? 

MR. V•HITE: I think so. 

l:t ,J,\,JR: Take mine . 

MR. STI:.TTINIUS: No, that i a i t. 

H.M.JR : Starting from nere (indicating) o01·.n. liow 
you ar r i ve a t it, or what pretty ~orda you put bb1ore, I don't 
care very much, just as long as tbe recommendations s tick. 

Now, I didn ' t ask you to come over here so 1 could 
'111 , "This is what I am goinf t o do , • t ut 1 am ~oing to 
tell you, I am going to be k nd of difficult t o Ileal with. 1\ow, 
ho~ you l ed up to the recommendations , 1 don ' t care ve ry much. 

MR. ACHESON : Can we t alk about the recommend& tiona 
fo r a 1110ment? 

H. JA. JR : Yes, air. 

MR. ACH~SON: Because I a on ' t agr ee y;itb !larry on "1" 

and "211
• 
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~ffi. CroWLEY: I don ' t care how that l anguage is 
set up, just so we get our recommendations . 

H, ,j , JR: You agree with me on the recommendations 
f rom there on do1111? 

J.lJ, , CfiOWLEY : That is right. 

H.U. JR: If I didn ' t want to taLk it over , I just 
would have walked it over , t nat is all. 

IJ!I. STh'T'l'INIDS: !Lailed it onr. (Laughter) 

!.11\. ACHESJN: What I was going to say ia t hat I 
aon' t see the easentid connection between "1" and "~" 
i n the recommendations. 
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For instance, 1 understand tnat the Lend Lease has 
decided and informed the oritish that it will not receive 
any more requisitions ror long-term capital inst allat ions. 
I t just isn 't going to give thos e under Lend Lease any 
more . 

MR. v~IT~ : I don ' t know wnether t ney nad done that 
under 11 f" or not. 

UK . ACH~~ : That action nas already been taken . 
Nobody haa criticized that. 

Now, when we come to of!- ahore purchases, Iceland 
f i sh, Caribbean sugar, and oil from off-shore ports, 
that , as I said, is something which involves other 
questions . If it can be worked out, f i ne . We sent a 
note to the Icelanders, now, t o try and do that. Those 
question• can be. taken up. 

Mit. STt:TTINIUS: I t hought we jua t a igned a new 
contract with the Iceland Go vernment . 
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1ffi. ACi!Es:lN; \Ve just told them what we wanted to 
co us to brin.g_ t~e british into that and have a contract 
and have the Br1t1sh pay t he expenses . 

J.tK. STETTlNIUS; Weren • t the )jritish going to pay 
one- thir d of the twenty- five? 

' 
~. AChESON : That is the l ast one. 

UH. COX: This i s the new one; it runs out on 
December :$1. 

l.lli . hOST\Jli: Tbe present one . 

l.ffi. STE'l'THIIUS: I t hought I signed a new one here 
last week. 

I! • .I..J R; You were a little worried. \Laughter ) 

l.Ut. STh.T'ri!IIIJS: I t hought they had something on 
!cehnd fish • 

.Alt. ACJiEOON : Similarly on civilian ~:oods to the 
!Aiddle r.o.s t . I don't know what tne problem i s, but I 
see no r eason illy it can ' t be solved. All goods to 
.:iuutb Aft'ica, tnat is a su.all matt er. If South Afr i ca 
~ives us keverse Lend Lease we get more f rom them than 
we give to tbeJil, It probably ian ' t oifficult to tu.ve 
t hem agree that everything be on cash. ~ 
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~L1o 11n iTE: !lot il we s t a rted on this nine months ago • 

.Mh.. AC!it.~N : :>mall requisitions , and otner questions. 

H. l.I.JR; Do you mind if 1 in~errupt 'l I wi.ll lay all 
azy Cll l'ds do11tl . Al ter all, t nere 18 no reason wily I 
shouldn't . I feel that tile Lend Lease in neverse is such 
tough going t hat--

JAH. STlTTINI LIS: Ke verse Lend Lease. 
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t! .!h. JR: • • • is such t ough going t nat it i s one of 
the. r eluona. w~;r ! _have arr~ved. at want ing t? take posi ti ve 
ao t 1on. 11 t n1s 1s done, 1 t h1nk - I mean 1f everything 
i s goi ng to be held up t o ~et Lend Lease in Reverse, 
v.e 1\'0n't get anywhere . 1 JUSt say t o hel l with it. 

Mlt. ACIIE!:1JN: But it isn' t hel d up. The Inoians 
came i n yesterday and have accepted toe heverse Lend 
Lease. They are going t o gi ve us the ma terials. The 
British have agreed to pay t "e Australians; so that one 
is cleared up. 

WR. WliiTE: ~as the point you are making that as a 
resul t of these negot i ations tna t have been concluded, 
and as a result or t he steps Lend Lease DA S taken , and as 
a resul t of the negot iat ions that you are under taking 
and think there i s an excellent cnt~nc e or obtaining, tna t 
the oritish b .. lances will diminish to a bill ion collar s? 

~Ut . ACHEOOb : No. 

Mit, ~.Jil TE : 'l'nen that is the point at which we appar ­
en tl.y s e pt~ra te, 

Mh, ACHES?N: 'lnat is number tr.o . 
is you have t~o recomme ndat ions ; one i s 
change certain things about Lend Lease; 

~hat 1 am saying 
you wanted to 
that i s i n "1" , 

ill ri~bt, 1 think tnat can be ac~eved, and I. think 
most of i t 1s achieved now. Now, you nave another 1dea 
'lual. oh is to out tne .br itish balances cio..n to a biLLion. 

!ill. V.HITE: 'ihat i s the obj ect i ve; t ne first is 
merely the implementation. 

Mlt. AC!Il!;S0N: That is the argument . 
d ' t a "!" to MH. STli'f'fiNIU;;: Are you sayi ng you on nee 

accomplish "2" ? ~ou are just goi ng t o agree--
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!J~ AC~~ : I am saying ~ou don 't need"<." to 
accompllsh l ; IUid I want to d1aouss tile rnerits of "2" 

Mlt . I~HlTE : It is because 1 agree wi t h you that we 
need "cl" . It is because "1" 1'11!1 not be effective 
quan~itatively, in pro~ortion to t he magnitudes we' are 
talklng, tn .. t I say "2 is necessary. :>o 1~t · s forget 
".1." and concentrate on "~" . 

!lh. SH.'ITllHUS: 'lnst is what 1 would think would 
be aenai b1e . 

IL<~ OJE: 'fbere is agreement on ".1." . 

~t. STl:.TTINlUS: \',·e aJ.l agreed on "1" , IJe!ill? 

Mtl• ACHgSJN : Yea, subject t o bung able to work out 
tnJ.s IoeJ.and situat i on. 

JAR. !:iTf.TTIN!US: And Caribbean sugar. 

h.~ . JR: ~eJ.l , now, i n luirness to Dean, he isn't 
agreeing. fthat be is s .. ying, if I unaerst..nd it 
correctJ.y, he is agree ing to "1" suoject to each nego­
tiation, ~r~oh means that eaon one or t neae things we~l 
n .. ve to negotiate, ~hich may take f rom t nr ee months to 
a year . 

Ul!. aCdES')tl : llo, I don' t tnink so. 

Mk. ,,lilTE : _.tos t o1 tnem are a little faster tnan 
that . 

).{J(, ACHEOON : I do not tnink t nese present any 
serious problem in "1". 

Then, what I 1Y&nt t o raise is, is it the object 
of aJ.l of this to reduce the balancea, fo r the pur pose of 
reducing the balances to a biJ.J.ion doJ.lars? 

MJ(. \'tl!ITE: '1'nat is the primary cbj ect • 
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Mh. A(;J!ESJN : I.f it h , then we have another discussion. 

l!.tA .JR: I .. m repeat in§ myself, but 1 would like to. 
lf they took out t he words a billion dollars " in "2" -
the put• pose ~s this : Going back to our testimony in 
Congress, which led up to the memorandum which was signed 
by the Presi~ent, in which this memorandum of approval, 
or v.l~&tever 1t was, said t-hat the baliiDce sllould be A:ept 
between six hundred million and a bi!lion, if we said, 
":.ince t llese me..sures may be insufficient to bring britain ' s 
balances down to tnose agreed upon in the memorsnoum signed •• 
by t he President" - and so forth, and not mant1on any 
rigures - now, 1 say that t hese steps are necessary to oe 
ta~en i n order to carry out a direct ive of the Pres ident 
or the United States. 

~. ~CHl~N: May I again make clear, the f irst point 
that v.as brought up tnis afternoon was that there was this 
directive from the President, t hat the balt1Dces are now 
above that, that that bet ought to be brought to the 
~resident ' H attention, and instructions should be received 
from the President as to whether he wanted some act.,on 
taken to br ing it down to his previous directive , or 
wneth~r he wished to change his previous di rect i ve. 

H.J . JR : No, that ~asn • t the spirit in which Mr. 
Crowley and I approched tnis thing. The spirit in which 
~. Crowley and I want to approach it is that we a:e 
bringing to the Pres ident ' s attent:on, l leven montos 
afterwards wnat has haopened s ince ne signed tnis 
memorandum: and we now feel that aoditionul steps must be 
taken to carry out this memorandum; that we propose to 
go ahead and do tnis tning, unless we hear to t~e c~n­
trary. we don't need any posture - we have a dlrect lve. 
but unless be says no to us, ~a ~ill go ahead wnd do 
this tni.ng. 

MH. CROWLEY: But taking up Dean ' a .- 11b.a t we did 
t Was that -e 11ould call it 1D the .!'resident' a 

agree on , fin ' n 

attention. 
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Now then, whel'e we sg.Li t on the thing is, as I 
vin it, uean, that on "1 - you are i n sympathy with 
"1", but you are no t sympathetic to "1" tied in with "~" , 
bringing the balances down to a billion dollars ; th~t you 
don ' t agree t hat the dollar bal ance tiling, perhaps , snould 
be touched wi thout taking into consideration hngland's 
fi nancial posi tion and their liabi lity, and so rorth, Wld 
so on . I s that right? 

~. AChEJUN: That is correct; and that in drawing 
it to the President's attention I should think it r.ould 
be proper ana right, also, to draw to his at tention any 
considerations which might warrant t he cnan6ing of the 
airecti ve of a year ago, because a year bas gone by. 

Ml\, CNOwll'Y: tlow, then , as 1 see tne thing, llean, 
if you voice the opinion or State, is tnat you wouldn ' t 
JOin us i n a memorandum saying that these are our recom­
mendations and that we feel that tbe doll ar position ought 
t o be brought down to a bi l lion dollars; you ~~uld call 
ni s attent ion to the fact that they are over the amount 
tnat nis agreement ca!J.ed for , but you wouldn ' t make 
a recommendation that they be reduced oown to his agr ee-
Uien t. 

h that right? 

lt.IR. .t.Cii.c.SJN: Yea, we are now discussing ll'hat the 
recommendat i ons should be, and wbat I was t rying to do 
was to persuade - attempt to persuade r,ou tnat sometning 
more was required than me rely saying, A year a6o you 
said they ought to be a bi llion oouars; t ..ey are over 
a billion ooHars. " 

MK. C!iOiiLI:.Y: ••e are not in disagree111ent wi th that. 
we all feel Dean that we should make a recommendation 
to the President ~s to the way to br i ng tnese balances 
oown. llut I have the impression !'rom you ~nat you 
we re in sympathy with number one, but not 1n sjcmpatby 
wi t h tying it in, just because of the dollar balance 
posit i on. 
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MR. ACHhs:lN: That is true. That is entirely right. 

Mh. CROW1£Y: And the Treaeury and ourselves feel 
that it ehould be tied into the dollar balance position 
beo~use if you don't do it that way you will never get ' 
t hat balance position down. 

Isn't that r ight, Mr. Secretary? 

H .~.JR : That is right, 

II,\, 1\JiiTJ::: Tne position ie t nat following "l " 
would yield quanti tati ve results that are too small 
to indicate tnat we n~ve abided by the Pres ident ' s 
di rective . 

Therefore , should th&t prove to be the case - we 
expect it will prove to be t he case - i t becomes neces­
sary to use other measures . 

And "~" says " ... it is further proposed t o have the 
Bri ti sb pay for as large a propot•t i on of civilian 
goods obtained in this country as is necessary to help 
reduce the Br itish Government's f old and dollar holiiings 
to, ~d Ieee~ tilem at, about $1 b !lion." We nave always 
said "about - a hundred million, plus or minus, never 
mind. 

MR. ACH ESON: What I was tryi ng t o co i s to oiscuss 
the merits of that recommendation. 

WR. CbO~Y: Tnat is right. I just wanted to get 
i t clear. That is what I understood. 

H.M. JR: Well, Senator butler should get held of 
this stuff and go back and read my. testimony and.Zd 
Stet tiniua' testimony, and everyth1ng else, and 1n the 
light of what we said, and in the light of ~at ~he 
si tuation ia, it woul d make the South .America th1ng 
look like a pink tea-party. 

JAR. .t.CiiESON : Can we dhousa it for a moment? 

• 
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H . ~ .JR : That is what we are doing. 

Mh. AC!ll!.:;JN : lt is quite l'ignt that you did carry 
t~e ba1~noe, and you were the spokesman , and that you 
d1d more t n&n anybody around here to get this tuing started 
in 1~40 and 1941. That is perfectly clear and there is 
no question about that.. '*hen you aid give your testimony 
after the Uth or March, 1:141, we were neutral - not in 
the v.ar. A great aea.l has happened since then. ..e are 
in t he war; v.e have been in it for a long time. The act 
oas been extended by Congress; i t was extenaed under 
hearings in which a l'iboH y aut erent idea of the Lend 
Lease was put for;.ard. Lend Lease is a weapon - is some­
tiling you were ustng tn the wat· . The t.ongress quoted at 
length 1rom Lend Lease reports of the Preslaent, in which 
they approved the idea that bearing the costs of tne 
war, if the costs of t he war were born e~ually by the 
vat•ious countries, tn.at tcus was the deurable and pro-
p~r resul t . And they quoted tnat in the Lend Lease 
report in which they asked to have tne Act renewed. It 
seems to me tnat we have a different ~hilosophy an d ! 
should not suppose that Congress 110uld be shocked by it. 
We arc fignt ing just as much as the british are fighting 
for the same purpose; r.e are just as keen about the re­
sult . 

There are certain aoHar costa of the war, and certain 
sterling costs of ttilt n :-. The actud buraen on the . 
two countries is &pproxlmately equal. lt is not a bas1c 
underlying legal necessity that evef1 single dollar that 
the Briti sh can scrave together should be paid to us to 
bear t he dollar costa of tne war, even though tnat may 
greatly lmpair the stability 01 the lll'iti.h iinancial po­
sition bring about difficulties between u1, and oake the 
sett!e~ent af ter the war infinitely more difficult . 

Those are new factors which could be taken into con­
sideration . They have got to b~ brought to the att~n­
t ion of the President, no quest1on about tbat , but 1n 
making him a recommendation, 1 oo not believe ~ha~ 1t is 
necesaary to say that a year ago a limit 'fiB& f lXed. . 
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. "That limit is ex~eeded , and therefore, unless you 
dlreot otherwise, we w1 l l cut off Lend Lease aid t o the 
point where the nri ti sh use enough of their gold in dollars 
so that they are brought down to a billion dollars. " 

I t hink t1. ese other coDGiaerations can be brought to 
his atten tion, also. 

Mit . ~.r.ITt. : .hat was the purpose of t hat directive 
r~hlch 11as issued when we v:ere at v1ar ? You would inter­
pret t nat oirective to mean what? 11' we are not violllting 
i t now, t hen what, in your opinion, does tnat oirective 
mean? What signifi cance does it have? l•hY di d we go 
tnr ougn all that lengthy oiscussion and bring the ma tter 
of tha t character before the President, unless we wished 
to get a defini te directive? 

Apparently i t was his wish; he approved it. Now 
you are suggesting we ignore it. 

hU,, ACil.iiSJN: I am not suggesting Yle ignore it at 
all. 

H •• I . JR: One thing- 1 don ' t thi nk 'IOU are correct. 
' II 

That has nothing to do with the argument; .. e are bo~h 
spending abou t the same amount of money. I don ' t th1nk 
t1.a t is correct. 

~. ADSTOV: In proportion t o our income? 

H .~ . JR: Ur. Acneson didn ' t say that. 

MR. ACMlSON : I didn't say we were S?ending the 
same amount of money. 1 said t he proport1onate burden 
was the same. 

H. JA. JR: You meant it in connection with the P?Pula­
tion? I can IIDMS'you very easily, in ~repa:lng a b: lef 
1 have no objection to stating somethin~ llke t his. . 
"Undoubtedly you know, lJ.I' • Presi~ent, s~n?e you have u~ned 
t his di rective t he british sterl1ng pos1t 1on has ~hanged 
from this to this" - anl. gin t r ... t part of the thing an 
br ing it to Ais attention. 
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M.,, llih1TE: . 1'4! nne that in there, Mr. Secret ary· 
lnut statement u 1.n there now. ' 

H,M, JR : I think he sho .tld have all the fac t s · in 
~ther. words, w~ are not jus t pleaoing one side of the case. 
lhet 1a the po1nt Mr. Acheson was talking about weren't 
you? The~ is the_ point rou were talking about ,' tnat we 
~nould bung_ to tne PreSJ.dent' s attention what :nas haopened 
1nternaily, 1n the United Kingdom since January '43. • 

!olR. STbTTiliiUS: Uo you realize-­

H.I.l . JK: A.ny obj ection? 

Mrt. CIU\\Ll.'Y: No. 

Mk. \IH1TE: Very defin i teiy 
set the British case out as we ll 
t nemselvea. 

and very clearly we have 
as t he Brit i sh could 

H.M.JR: 'l'hat is wnat Dean was t alking about . 

J.!R, wliiTE: We said tnat tneir bt..Lancea were increas­
i ng at a rat e of h o and a nalf billion; they clai.JD it 
•as increasing at the rate of two and a half billion a 
year. 

!lR. COX: Page tr.o. 

Mit. ChOWI..t.Y: Let me see if 1 get llean' s position. 
t ean'a position, i f 1 see it on that, is this , that we 
sa~ tnat unless you advise us to the contrary, we are 
go1ng ahead, That is a positive statement. 

Now, what uean wants to do, as l vi ew i t - llean 
Vl&nte us to call his attention in the memorandum to the 
dOllar balance position, to the situation which may nave 
changed in the oritish ~pire, and so forth, and so on . 
And then leave tbe thing wi thout a reco~endat1on to the 
Preaide.nt - let hllll make the determination. ls tbat 
right, vean? ~itbout a positive recommendation on our 
part? 
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llR • . ~CHESJN : No, no. ~ am trying to argue to ;you to 

make a d1ifer~nt recommendat1on. If I could be a magician 
ana be bot~ oi ;you, and exercise ;your willa, 1 wcula try 
to get a d1fferent report; one tnat did not make this 
recommendation that we shcu ld reduce, 

Ul<. I.IHTE: You are not doing a bad job! 

H.M. JR: Now, !''it ~ minute. You were talking about 
the faot that the s1tuat1on naa cnanged since the Presi­
dent signed this memorandum. Tnat i s what this last 
argumen t was, wasn't it? 

~lR . ACHE ... Ql : Yes. 

H.M. JR: It says here ( reading) "Secondly, they claim 
that their short- term sterling liabilities to overseas 
countries are fi ve times the amount of their gold and 
dollar holdings and that these liabilities are increasing 
at a rate of $~.5 billion a ;year. 

"The Ur i tish claim tnat they should be permitted to 
accumulate gold and dollars as a necessary reserve against 
these growing liabiliti es. They assert that the continued 
accumulat ion of golo and dollars is a prerequisite to the 
continuation of the policy by which they have managed to 
finaii'C e their war expenditures in India, the Near East 
and other overseas areas. 

"Finelli, the British fear tna t t heir mountin~ 
l i abilities to overseas countries will place then lD a 
very vulnerable position after tne war.,and. j eop~trdize their 
cbancea of a speedy post-war recovery. 

It seems to me that inl'orma the P1•eaident as to v;hat 
their claims are. 

!Alt. COli: l:lut !Jean nota a definite recommendation 
in, don 't you , to the effect that we recommend tnat toe 

"dolJ.ar balance limit that you directed on January 1" 

be taken off, 
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MR. AChESJih Yes, that is exactly v.hat I v;ould do. 

H.I.I. JR: 'ilhat is it that y.ou want? Let ' s get it 
down. I didn ' t hear you say that; 1 didn 't get i t . 

~It • . 1\Cl.E::l:JN: To pick up where you left off reading, 
n~re, lt lS true that we have stated that they say the 
~ltUation h~s cba~ged, and then varagraph five says that 
1n o~ opi~lon th1s cbange ooesn t ~arrent a change in 
the dtre?ttve and.toa~ we ought to take certain steps to 
correc~ 1t. I think 1t ~oes warrant a change in the 
airecttve, and I ~ putt1ng rorr.ard a different view 
from the view put fo~ard in the memorandum. 

!.!n. \'JUTE: Yes, that is what 1 thought ns your 
conclusion, but I didn' t know you w~ted to put it aa 
simply aa that . ~ut t bat is exactly the iaaue , You 
want to raise the ceiling - I mean, nave no ceiling; you 
want to remove t ne ceiling because you aay the situation 
is changed. 

H. t.l . JR : lie nasn't said that yet. 

Mh . Al:I!E::iON : I do want to raise the cetling or 
remove the ceiling. I do not believe that the r.ise r.ay 
to deal with this is to take an attitude that ~e total 
Hritiah assets must ce kept within a ceiling. I think 
the way to do it is to operate on particular Lend Lease 
steps which seem, of thecselves, to be dangerous, not 
connected with the Hri t ish cash position at all. 

l.!R. ~iliiTE: Why didn't you feeJ. that r.ay last year'/ 
You are entitled to change your mind,but you apparently 
have changed your mind since you signed the document last 
year . 
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MR. ACliE~N : We had a directive. from the President 
wrJ.oh, except fo r e. little over two m1J.J.ion doJ.J.a:s, has 
been adherea to , and Lend Lease has so conduct: d 1t~e.l.~ 
that except fo r about two hundred and thirty-ftve ~ll1on, 
that ia all we are over, reaJ.ly; if this claim of ~he 
Briti sh that the gold that they have ia not to oe 1ncJ.uded, 
is right . 
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MR. 'llollTE: VIe are seven hunored miJ.lion over tne 

oei!ing. I t w~s six hundred t o a billion, and ~e 
now a bill ion seven, 

MH. ACHE!:l!N : '«ell, the fi~ures tha t you have here 
are a bill ion six, with the cla1m that three hundred and 
si xty-rive is a deduction against that. 
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UK. ~HITE : Let ' s not be meticulous. It i s a bi l lion 
six-fifty. 

rt .~ . J R: ~hen we f i rs t talked to t nec about six 
hundred million, they also cl aimed tnat t r.at go1o ~as-­
(gestures}. 

i.ll\, ;.iiiTE: They had then about t nree hundred million . 

H.M.J R: Now how much? 

fA ,~ . ·.,nlTE: Now a billion seven. 

H .~. JR : The gold, they always put tnat to one side . 
They always claim t nat shouldn' t be co.~nted . 

:.!1" 11HITE: I am not sure, 

J,(R, SUTTIN!US: !l.r. Secretary, cio you remeltber tnat 
the r res ident i al direct ive on t his matt er ~as born i n this 
room about a year ago this week, wnen you ~a I alone nad 
a private conversati on about what we are d1scuss1ng here 
t l:ia afte1•noon, and you picked up the ~hone and telephoned 
Mr. Hull and you asked me t o arrange ~ 1th Henry d&!lace for 
a meeting? 

H.U. JR: Yes , very well . 

MR. STliTT IN !US: At tJoat time--

JR To Use the vernacub r, "And so wnat ·(" 
li. !.! . : 
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. 
I.!R. ::.T~TT.!IH~S : I am just . couecting my tnoughts 

again on tru.s bus1ness. .!1' 1 dtdn ' t know - if I had come 
t o you great l y concerned on tnis business of dollar balances 
and asked you t o ~ s s ist me, as Lend Lease man, i n ~etting 
the poJ. icy of this liovernment arrived at- - b 

rl , :l . JR: What you are saying is you remember you 
took the i nitiati ve. 

MJ, , STr.TTINIUS: Yes, I am connecting it up witn the 
fac t - it has all came back to me. •• 

h.M.JR: I ~uld have to re!resh my me~ry, but my 
offhand opinion is t liat you are correct, tnat you sought 
me out. 

M.li. STt.TTllilllS : Oscar, do you remember tnat? And 
1 asked you t o communicate--

rl .M.J R: I t hink you sought me out . 

Mh. CHU~LeY : 1 think all we have to do i s to bring 
it up to uate, una 1 am in your position . (lieneral laughter ) 
I am going to seek some fellows out here to get thi s th1ng 
set tJ.ed. 

Ml\. STr."r1l!.nJS : It has to be settled • 
..... 
~ H.M.JR: Afte r all, tnis argument nas been,&oing.on 
ror fifteen minutes. I understdnd tnat Ac~eson s pOSltion 
is he woulci like to see - if 1 am wrong, you correct l!le -
why don' t you stat e your position, t•11ther tnan my stattng 

it? 

MR. ACHl~N : I t hink you were coing to state i t 
correctly. 

H. tA. JR: That you want to see the ceiling orf? 

UH. ACJiE~N : Yes, sir. 
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. B.M.JR: My pos~tion is that I would like to sa 
1n these reo~mmendahona, and without trling to be a~bi­
trary - 1 t h1nk 1 have been courteous - I always try to 
be courteous - .I. have list ened- but 1 am not convinced 
as to your pos1t1on. 

. I thi~ that through Lend Lease we should make ever 
eifort poss1ble not only not to let tne English balancesy 
grow, but should use every etfort possible to reduce 
t heir doll ar position. 

Now, that is an honest difference ot opinion . 

~K. CHl~LiY : Dean, so we get tnis up to the Presi­
dent, and l.d, it looks to me as though they would nave 
to have two memoranda over there. 

H.M. JR: Stet tinius has somethi ng to say. 

MR. ACHE50N : He is the boss; I am not. 

H.~ .JR: Stettiniue is sitting in two pos1tions . 

Lin. ~ThTTINIU~: I v.ould like to ask lie11n a very 
simple question . If we had ~enator Truwan and his 
colle11gues here and were asked to explain, Uean, simply 
the fac t that when Lend Lease commenced the blllances 
crashed from three billion down to two bunarea million, 
and tngla.nd bad to aaopt Lend Lease to help them continue 
in the war - "Now, gentlemen, Lend Lease - if the British 
collar posi tion has risen from two hundred million t o 
one billion seven - we woula like to Know bow tnat is 
Justified. 11 

Now, what r.oulo be your simple crisp answer to that , 
in a way the Congress v:ould understand it , arxi the public 
would understand it? 
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1lli. AC!!ESON: I would have two things which I would 
try to make clear to them. One i s that to look at what 
a man has in his pocket, wi~hout findin~ out what he owes, 
ia a very poor way to get hls net pos1t1on • 

• 

• 
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If ~ome ;years ago a man had fi ve aoHars ..nd owed 
nothing, he ls not better off, because today he has 
fift y dou ars and owes a million. l!e is busted wo rse 
t nan he 11as before, although he appears to ht~.ve more cash 
i n his pants pocket . Now t ha t i s the first t hing. 
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The british posi~ion, that nas not been improving; if 
you look at t he net , 1 t uas been deteriorating Wid they 
~ore in a worse position tr.~on they nre before . lna t is the 
f i r st f ac t . · 

k!1t . CIVWLt Y: \'/e do, too- -

!l. J, JR: ·,e can witharaw. 

1tk. STt.TTlN!US: Do you like my question? 

r! ,.\, JR: I think, if you con • t m1nd my saying so, 1 
tnink you f ell ows ought to go into a huadle and cecide. 
,,e nuve v;orked on this tning. ! think the State Uepart­
ment ought to get together. 

U.K. STJ::'f'f!NilJS: "'ell , you said we had a few days. 

n •. •.t, JR: ::.ure, but I think, in vi ew of the r act tnt<t 
' r owley and I are together on this t ning--

Wt, STl:TTIIHUS: Dean and 1 aren't prepared, sir, to 
reaon a decision this aftern oon. 

I!,U, JR: No, and I don ' t t nink it is f air t o do it 
in f ront or so much company. 

Lffi. 'r.'I!ITE: Except I •:auld like t o answer tni s 
point , that Congress di d not look to see. \Tllat t he net 
position of the United Kingdom 'lias wooD 1t passed toe 
Lend Lease. 1t looked only in its pocket . It was not 
i nf!uenced by t he fact that we presented to t hem ~ he ass~ta 
of england which at that time were ve ry substant 1al, an 
&l'e still ~ubstantial , though not a~ m';lch so now. _They 
did not say, "Bn6land bas rifteen b1H1on dollars for 

I 
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invest~e!lt; we do~ ' t have to lend her money," No, they 
said , · Tney naven t the aollars to buy the goods t hey 
need. " '!'hilt was the sole ori te r ion ; because t hey di d not 
have the dollars they needed to buy the goods , Con?ress 
said we .. ould provide them with the dollat•s , 'tner~ never 
was any question about ~ngl~nd. 

Uh. IOSTJW: Tnere nas been a lot of legisllitive 
~istory aince then, ~arry. 

lo:l\ , wl!ITE : lite v;ere taJ.king about it at that time. 

"rt, STtTTINlUS: You think my question is a good one? 

:.!h. /ji1l T E: 
nad two sides. 

1 am interested, I thought nis answer 
l t nought I would give the other side. 

H. M.JK: I think the thing in tne report i s a very 
clean- cut t ning, wnere tney say (re..ding) " ' ln the latter 
connection, we should never forget tn11 t lend- lease was 
ol'iginlllly authOrized by the t,;ongress , solely because t ile 
En~lish 11nd othe rs whom we desir•ed t o ass i s t did not have 
su1ficient American exch11nge t o pu1•chase materials needed 
by tnem. Lend- Lease us never intended as a device to 
snift a po~tion of their ~ar costs to us, but only as a 
reaJ.istic recognition tnat t · ey did not have toe means r1itll 
r1llich to pay for mater ials tney needed. 

" ' ,ijefore authorizing lend- lease , t !le Congress expressly 
requested and recei ved assurances t hat lend- lease ass i stance 
.,,ould be extended only vmere tne recipient w .. s 1ully 
ut!lizing all of its OI'Jl resources . '" 

~m . HOST0\1: Is tnis t 1 e Truman \.ommi ttee or the 
Subcommittee ? 

H. 1 ... JR: It is in the report of the Truman Commit tee. 

J.IJ~o !V.>1.JW: 1 v.as under the impression that was the 
Subcolll:li.ttee . 

.• 
' 
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MR. \lblTE: I would assu;ne i t was ! ruc;an, 

H. tii. JR: 1t is issued i n a bulletin of the Truman 
l.oWili t tee. 

"ln. IIHITE: I think many or lie an ' s arguments are 
n ry excellent argumen ts v:hich we v.ould symoathize with 
?.t\Olly, to g i ve to Congress or a committee which is 
re- examining thei r position, but tney are not arguments 
t r.ct a re re l evant, in our opinion , t o tne cii rective . 

h. :.1 .JR: 1f I were a pl"i vate citizen on tne outside, I 
would be 6lad t o organize and nelp t o bacK Dean. 

1!~ .• A(,ll?:~N : Thank you. 

rl . ~ . JR: But I am not . 

Jh. :.i'fiTTINIUS: Now, may we nave a couple of cays ¥ · 

H,M.JR: 1 am not . 

MR. STET'IINIUS : ;.tay we nave a oouJl e of days to 
study t nis matter care fully wi thin the §tate Department? 

H.i:.!.JR: 'Mould Tuesday rush you too much? Today 
is •hursda7. 

JLn. sn:TTINIUS: c.e woulo like to analyze i t ca re-
1'UHy. 

h .~. JK: tlow about rou? 

Mrt. CtDwLH : Tuesday i s all right . 

H.M.JR: Would i n the morning be all right'/ !!ow 
do you people work? 

1ffi. SThTT!IHUS : !-.ow do you WOI'K? .. e will t'i t in 
wltn your schedule. 

Jl . :A . JR: Llo you like to r.ave t he f i rst appoint ment? 

• . ' 

Regraded Unclassified



300 

- ~4 -

IAJI. STt.TT1111US : The micidle ol the morning wi t h me, if 
tnat aoesn •t confl ict vlith yours . 

11 . u., Jlt : Eleven o• clock? 

~ ~Cri~SUN : I suppose that Mr. Sol bl oom's committee 
wi ll be through with me . !.lay you v.ou ldn ' t want me. 

MF:. sT:.TTilHUS: No, t nis is a mat ter we v;i1l c .. re­
Pllly consider i n the Vepartment llDd discuss ~ith Mr. Hull 
and be back Tuesday mo rning. •• ' 

t.!i<. ACr!I-.SJ.'I : Tne uternoon is ,. little saf er, ar. 
Secretary, because tne Committee nas had me uo there 
ever y mornin;: for the last two r:eeks. • 

a . ~: . JR: '.",ell, I cion' t have to have my teetn cleaned. 

Jill. AGt!t.SVN: Not all .. rternoon . 

H, ;:,, JR: Tt1ree o'clock? 

loll\, STET'!'lNfUS: Good. 

Mjj, ACiil:::>JN : Fine. 

h .t! .Jh : I bad a cioc t or' s appointment at 1our. l 

can keep t hat or not --

Mk. S1'c.T'!'TIHUS: Yes, you keep ~.nat . 1 nave a meet ing 
wi t h Cr owl ey et four . 

!JR. crowL:.Y: I will be with you at tnree and Stettin 

at f our. 

nere . 
H. A.JR: I will leave the r oom and you can stay ri ,;nt 

Can l keep my dentist appointment ,.t lour? 

t!R. SThT:' IlUUS: Sure. 
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tl • . !. JR: \ietting a den tist e.ppoi. ntment these nays 
is sometning! 

1\Jt. A!;!IESUN : i.!ake i t two- t hi rty, t hen you wi 11 be 
sure. 

Mit . CfOwL.,Y: That is ail ri ght . 

H.:.! . Jk: l just thought you people .. ould come over 
at•d aay yes or no. All l'ignt, two- tnirty. 

L!h. 'l>!:lTE: l am ar raio they will come over tlfid say 
yes ot• now • 

.!rl. A~Hl:.S->N: Ycu mean yes and no. 
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H.J . • JR : 1 dll tell " v~ r·y ole story. vne ot toe 
1ii'St days ... r. hoosevelt was here lie nad l'roressor "' i nste i n 
a\lwn , and he had just come over f r um \iermany. The !'resi ­
dent was telling him one of nis Jtwnorous joKes . V.hen lle 
got through, Pr ofessor "'instein tu rned t o my wife and 
said, "I understand each indivioual word, t>ut noes he 
mean ye&, or does he mean no?" (\ieneral lau~;hter) 

• . -
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