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TREASURY DEPARTMENT 

INTER O I'I'ICE COMMUNICATION 

DATC December 27, l94J 

TO Secre tary Uorgenthau 

fii'ROM llr . D. W. !el l 

I am onclooing the t hree l ottort t hnt I t a lked t o you 
about t he ot her day . If you a~rova ot t hem, I should ap­
prec iate i t lf you would o i~n tho~ and re t urn t o me . 

a. , L)..~ 4 ~~ ~. ~~ ..... £P<C 07....,... 
~/144 . 

1 - Letter to all banks and insurance companies , and 
large selected list of corpora tiona . 

• 
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THE. atC.I.TAIItV 0,. THI. T "&AeU RV 

WA8H I NOT'OH 25 ' ·-

Gentleoen: 

On Jt~Au.GI'7 111, 1911li, U.. !"N\117 wl.ll open t ho J'ourlh Var 
Lo,..., t ho e;oal ot vhich h $14 b1111ono. It h our ala 1n tho 
colllll,': .~,..lo> to lDCrer.oe t he oalo ot Go ... ,...,, oocuritloo 
to lndlYidUAlo, ..t>o ere ex;>ectod to Mcou.ut !or $5•5 bUUono 
of U10 tOtal t;Oal. In ;oy Otllto::CI>to COI>COn>lnt:; tho J'ourth lfar 
LoM, 1 ba ... e:o!Jiulohod that tba drl ... l.o to be ll.alt~ to ob­
t aln1,ng aubacrl,t1ona t roD non~ 1n.oetora. ~· follow~ 
ot atoJ»I>t vao lDCluded 1n tbo tint !oreal """oW>Co:oont of t h o 

Loan I 

0 1::1 or<!.er to hel!' 1n achlnlnc ito obJoctlYO 
or eclli~£ ~· cany aecurltlea c 1 ,oes i ble outa1de 
ot tho bcnklns eysten, t he Tre~eur.y re~uaata t he 
cooperation of all b~~~n~ lnotltutlono ln doclln­
tne to c.~e a-peculat1Te loana tor the ourche.ee of 
Oove~ont aecuri tlca. ~he ~ro~aury 11 in favor 
ot the lJ&nk• ttU\k1n~ lowu to :"t\Cilltate ,ema.nent 
tnveetzont tn Government eecurlt1oa nrovldod aueh 
loana ore c~e 1D nccord vlth t he Joint et~~•~ent 
loouod by t he ~ational rnd St~to ~: Supervlao17 
Authorltlca on november 23 , 1942 , • 

Du.rlnc.: tho t h ree 'lrccedl.n.c \.'1\r lo.:n drl'fe s , C..."'l 1.ncroas1ng 
volu:lO o! aubacr1:"')tlone ttunonre to haYe been ont~!"'c! by ~ub­
••• lbc>ro who :m l?.- r....-. ~·,c socur1tlea :h&;y ;n>rcbn.oed lart.-elJ' by 
borrovlnu !"'.1r.ds tro~ co:J:::ere 1:U blt..."lke . Hen.)' o! t hN·c sub!ler1?­
tlon e •--ere 1)lC\Ced. \.~t!l t he tnt.ent1o:l o f •e1)6.1l no t he borrowed 
!'Wtd G out of future lnco~e. e.nd o! ilold1.n~ tho sccur1t 1ee 9'U'"" 
cht• aod e a 1nveet.:e!lt!). J. sul:etr.nt!:-~ volu.c• o f eucb ~ubacr1?­
t1ona, ho,rcver , c.p':leara to llA•• beeD predo»lnant.ly epec,llnt1Ye 
l :t cl".t.:-:u:ter, or else to buve been entered merel)" for tile yurpoac 
o f h el'9lne to echlcTe ca:pn1p q,uotae. Tho eubacrlbcr't eTldentl.Y 
i n tended to hold the aecurltlea only tor 11\crt por-loda end e:t­
poc tod to aell them tn thil t:".ar~e t w1th1n n tow -..-eek c or contha 

l\ftor tho d r1Y8 . 
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.l.ccordill617, 1110ot of the10 oecuritho he.,.. found t heir "&¥ 
lnto tuo 'bankl.n~ o;yate::~, thua inYolYinc an •"!'AA'oion ot ban;: 

crodlt. Such oubacri'.)tlona do not cont ribute to the objecthe 
of tlnnncint: the wr ao la.rgely ao poooible outoldo ot the benk­
int; ayuem. 

In Ylew of thooe conoider&tlono, 1 ......,t to aok all banlco 
t o ocrutlni :c caretull;y all roquooto that co.,. to them tor l oaae 
t o tlCMCe oubocr i ptlona to oecuritloo o! terod 1n t ho Fourth 1far 
Loan; t.n<l i n oo doinc , to conlidor that loane to !&cUitate tho 
lnnotMnt 1n Government securitioo are a proper part of t ho 
f1111UlC 1n.; 11ocllaa1u onl.)r ..Uon t ho7 are in accordance vlth tho 
J olnt otato=-nt looued b7 tho National &Dd State Bank S\lperYloor;y 
.W.t-.oritioo 1n :;o,.e:.ber 191l2. 'l'hh otato•ont, 1011 vill l'acall, 
wu 1n nart u follovo: 

• oubocrlbero Nll'iDG u'>On antic 1potod 1ncomo 
""7 vioh to .. .,.,...,, their oubocrlptiono b7 too­
'{)Or&J'l' borroviDC~W !rom l>ad&:o. Such loano vlll 
not be oubjoct to c riticlom but ohould he on a 
obort-to rm or amortization b&oio tull7 ropa;yablo 
within porlodo not exceedinG olx oontbo.• 

Loant to t1nance ·~•culatiTe t ub•cr\pt i ont and an7 other loan• 
on Go•ornment eecurl tle• in connec~lon vltb Oo• ern.ent fln&dclnc 
wb l e h. do not meet the req,u1rementa o,t t lw atatett~ent referred to 
nbove sre not conalat ent wi t h the Treaaury•e poll c7 and program. 

Another mat tor vith roopoct to vhioh I oho~l4 aloo appreciate 
your further cooperation h that of tho tranoter of 1\mdo ! or t ho 
purcbaoo of Gonr-ent .. curitieo. 1/o ha'fl vrltton a l et ter t o tho 
lart;er corpor•t1ono of tho countr;y about thio GOttor 8D4 a COl')' 11 
enclooe4 f or 10ur inforCIAI~ion. 

l la;y I toke t hlo opportun1t7 to OlC!Irell &7 4oop appreciation 
ot tho l i'C&t holp ;yo~;. end other b......,ro han c11'111 the 'l'reaour;y 1n 
coMec tion with i to vu tinancina operation•, ln J,lromotin£ t ho oalo 
ot oocuriUoe , 1n actl.nc ao oaloo A{.• neieo 4uriQl 4r1Yc e, 1n tho 
continW>ua oal.o ot eaYlngo bon4o, &Dd in 10ur ouboe r ipti ono to t hou 
eecu.rltieo which btu>ko ha,.. bien olilible to purchau. 

Sincere ly, 

..--:// Ju v';/_ ~~"'-'A. f } . 
~ftt.. ori&IUJ'7 r 

3 
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4 
To , o \ o t nt uranc• c:ual#'n \ t 1 . 

TH C & ~CIIl £TA"Y Of' T HC: T ,_CAaUIIlY 

WA a H I HOTO H 25 

On JanUU7 18, 191111, t» T.....,V)' will op on tho :Fourth 
War Loan, t» goal of 11bich lo t 14 b1lllono , f hh var loan 
wi ll alfo:M ~ of tho ocnmtl')''o lnouranoo co~~panleo an 
oppon...Ut:r h U.oot oo• of tbo oaall tw~Ao tho;r bon ac­
.......Uh4 11Aoo tho fbi:M War LoaD olooo4 . 

~ ·-or of 1Aiunaoe o,._u .. oo u<oo t ol4 • tat lt 
wolll4 bo »1ptlll t o tbolr oo~~paaloo 1114 &Yo14 contu.lon 
1f tho frooonl7 -· a 4o!lA1~o otat-t of pol1q with 
rupoot t o ( a) t» motbod lt 4oo1ro4 lAo...-anoo oOIIpAAioo 
t o f oll.Ant lA p1ao1111C tboir o\lboortpU oa1 to t» Yarloua to­
lUI, 1114 (b) t » utt er of al1ocat1oao of oro41 t for 1no11J"­
aaoo OOIIJ>aD7 oQboorlptloDI. 

Wlth roopoc t t o t ho flrot pol nt, l t oooa o to ao that 
ao oorporaUoa ollollld tranofor !1!.1141 fro,. 011.1 b&Dic to 
llllO\hor n olual<ool:r tor t» purpo11 o t •hrliiiC o\lboorlp­
tloal to Go<ooraaoDt 1ocurltl oo boa.uao of t ho 4llturbliiiC 
otfoct of ollO!l traaofor 1 upon t» J"'lono poo1tloa1 of tho 
utloa1o balllclnc lAotl tutlODI . It lo t» Tr o&nr)' 1o wioh , 
thoro!oro, that ouch traaotor o of twl4o ~DS t ho lbi>Z'th 
War Loan bo &Y014o4 ao far ao pooolblo. 1D onh rliiiC a o\lb­
oorlpU oa 4ur1Dc t h e :routh War Loan, lt .,..u14 bo »lptlll 
lt )'O\l .,..1114 -.leo a pol at of onhrlft& lt a t t» b&Dic o r 
b&Dico 1D which you lo:oop tbo f1mdo to bo uao4 t o POT for tho 
oocurltloo o\lbocrlbo4 tor. 

With roopoct t o t ho .. ttor of alloootloa1 ot c ro41t for 
e\lb oorlpU cno to local co....,ittoo, l)l oaoo bo a4rloo4 that 
4\lrills t ho l'o...-th War Loan - ao di>Z'liiiC t ho prnl O\ll war loan 
4rlno - DO allocatloD of 1DII>Z'aDCI COIOp&ey eubocr1pt1ou to 
.., a44r .. o other thaD that ot tho bo• ott1c1 can b o p eJ"'ittod. 
1 roooplao that t horo or o eoao prob1eae ot bulin .. o aDd cuo­
toaor J"'1atlone l n tho <oarlcuo oo..anltlll ln whl oh :rou do 
bu1lno1o vhich alsht aake ooao allooatlono appear doolrablo . 

•• 
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OUr d1acuau1ont with lntut·o.nce oxocut 11'ot in •o.rloue part e 
ot th.e co\I.D.try, howYer, ho.ve led uo to the concluaion t hat 
tlllov lnt; allocatlont of lnourMce COill'I"'My eubtcr1pt1ont 
would create a host ot new Md dlftlc\llt I"Jrobloma. We hAve 
decldod, therefore, to leave tbe nrevloue rul lnc unchanse4 
and u.ave included in t.he quotae a.ealGntd to the •e.rloue 
Statee aM counties nn e atiaat·e of the t\!:\Ounte l1ktl7 to be 
obtained fro= luurance coeyuutlea wboae ho:a ottlcea a.re 
located thereia. 

Ka¥ l take t hla o-p!)Oi-tunity to •~rata Q¥ deep &!Mree la· 
tio n of tb.e gre&t help your coapa.A1 an4 t t.e o ther ine:W"M.ce 
co.pa.nlee of J.=e.r1ca haYe cl•en the !reaaur,1 1n connection. 
with lto war flaaaclnt; actlYltlu. Tl•rout,h t oe coopero.tloa 
of your eaeut1Yea end eanlo)'ttt ,-ou have holped ua Cen lo., 
and extend our progru ot ttllia.g large 't'oluoet ot eecurltie& 
to lnd lYidual purcbaa@ro UDder tho oayroll oaYtaga plan and 
dur lng tho War Loan DrlYe o. 

Sincerely, 

5 

• . ~ 

~;- ht~a:~~ 
~ecreto.ry of t he 'i'reaeUl')' 
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To ,!O to l arcf' c:orporat l t.~nl . 

Tt'lt SCC:..- I TA RY Of" TH E TlllllA SU " Y 

W Aa HINOTOH 25 

On Jmu:ry 1 8 , 19411, the TNaov.ry will open t he Fourth 
War Lo011, the coal of w!Ucb h $.14 'b1111ou . 'l'nio war loan 
vill afford - of t he country' • l&rce oo.,oraUono m 
opport unity to in~eet oome of t he caoh tundo t hey ha~e ac­
cu.mul&ted einco tho Third War Lou; clooed . 

A nucbo r of corporation oxecuti~e• ho~e t old me that 
It would 'be help f \>1 to a ll large corpora Uou md a .. oid 
collfuoi on if t he Treaeury .ade a defiAite otat eaont of 
nolicy wit :> r .. poot t o ( a) t he -thod it deoired large col'­
po ra tiono to fol low in placi"'6 thei r ou'bocriptiono to the 
•arlo~>o iooueo, md ('b) the procedure it cleolred thea to 
follow vitil r .. peot t o allocation• of credit t o their yariouo 
locaUono thro~bout t he country. 

With rei'J)ect to t he tiret point, it •••=• to • • that 
no corporat ion eboul4 tranafer fWld.e from one bank to 
aoother exclu.ivel1 for tbe ~urpo11 of entering euhecrlptione 
to Gove~nt eecuritlee beeauee 'of the dla tuzblnc effect of 
aueh tranefe re upon the reeerTe poe1t1one of t he nation• • 
btulking 1natltutlofte . I t 1 1 t he Tre&a\l.r'7 1 1 vt.eh , t here fore, 
tMt au.ch t raneferl or fund• durin$ t l"..e fourth VM Loan b e 
~voided a.a tu ae noeelble. In enterlq a wbeorlpttou 
durtnc tr.e Fourth War Lou;, it wol>ld bo h elpful if roll vould 
a&ke a ~1ot ot enteri ng it at t he bank or bank• lo •hich 
you keep the fund• to be uaed to PA¥ tor t he eecur1 t1e e aub­
tcribed for. 

With re~eot to t he matter of alloeatione of credit to 
loc~ oo~~itiea, I reao~1se the force of the ~ , roblemt 
of bu.tneet and cuetoaer relatio~ • l n t h6 Y&riout co~un1t1ee 
t~t Qeke allocatione dtairable ~~d nec ewtary. In Yi ew of 
t he CJ>Oilnt of detailed work ln•olved In cokinG o.llocatlono , 
howeTer, it 11 4tt1~ble to reduee t~e nu=ber to t he feveat 
poooi'ble. 

• • .. 
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~le n re , however , dot 1roue of moc ,1n,e your \11t h•• a e t G 

t..ho 4 1atr1'but1on o ! ct~e41 tu t or your •ubecr 1~t. 1o n or nort t u 
t hereo f . \.'e h two arr &n.4'f!ld , t he r efo re, v 1t h t he Je4eral b ae rve 
llanY.o t o r t ho oo tabliohmont of a prococlure vhl.ch vi ll nemH 
~llocationo to bo ~ orroct i~oly and oyotooat ical ly. A 
c 1rcul•r l ett e r tr~ the h d.erel Ra••n• a&Ake 4eee r 1bl..n(::: tho 
prococlure end !'•o~id iflG ro rmo to r ito oporation ohc,..l4 b<> l.c 
t ho hNlcio o r your balllc ohortl y i f it hAo not alroad7 arri~od , 

I~ I toke t h io oppor t unity to ozpnoo lOT 4oop &'DJU'<>cia­
tlon t o r the ~;roat hol p your OOIIP&DJ' and o t hor corporation• 
or .k1e r1ca h.ove ,;; i nn th1 'rr•• •UZ7 in conn.ect 1on v1tb U. e war 
!inane in& act1v1t1eo. ThrotJO> t he coopora tion of your exocu­
t1no and • "'!'loyo eo you b&vo he l ped uo dovolop Nld e xtend our 
procr&Q or ool l ln4 l a r eo vol...oo of aocur1t1oo t o individual 
purchAaoro under t ile ~ll oev~o plan oJ>4 durl.ng tho ~lt'.r 

Loan Dr1veo. 

~t-ht v ........... ~<4-· ) · 

Socnoto.ry of t ho Truoury 

7 
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' atbl 1t wll.lM tale .,._teet attaM la hllto17, tal 

1t t&U ,...alN .,._,_ .-uu" at tlPtbc 

••'I • - ._ kllll ot ,qu~,...t tat 1""' \'1111" lltlli .., •. 
I - 11 a ,... tMt ..._ that attaak ._.,, Clrl 
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~\ ss=& 
-,'-~ '\ '\ _a. 
..tie 1a Itall• 
tlw1Jo lePioaAIU 1114 lehN1Ut101lo 'fhlllll1ll10111 of 

jMr1 .. flcJltlJii - - 1114 WN.ell \eo - ... tteft4 thl 

laacth ..a brea4th ot thl clobe, want uavaue that • 

U1 behlal thla- that - OD the Hal rroDt &N f!Pt1Jic 

~) 
ftal ..... , ot thl PCIIU'th War LoaD w1ll"\c1n tMa 

thla •• .ar.a .. . 

TGIU N\ail peoJle han 11._. tat• Oil a b1c part ot 

tM lot~ fll ••llbtc .., boDla aur lai put ar1 ..... rue 
tllll I .a.retu4 :rou are 11tt1Dc a hlcber coal th• ..... r ~~~ 

L£ 2 to ; a • 
Tr-::-u•-

flle 
1
a d 7 ooD&ftbalatee 70u 11111 tbeDk• ;rou. 
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Jm!ORAN!)Ull TO EDITO!IS 
POBLISH!RS AII D COI:MM.I.TORS 
FROil I!ERRT J..'CRCEMTl!AO, JR., 
SECRETARY OF THE TRE1SL1lT 

Rota t o alitorer 

While t hb -l'&lld'QII h 
not intended •• a ne .. 
nleaM, tach herei.n '111&1 
be ueed •• t he baeie of 
na .. etori•• or editorial 
come11t on and athr 
Januarr s; 1944. 

The black aarket in l iquor i• a major menace on the 

Home Front. 

I ~ tanding you thia msmorandua in t he hope that you 

will find tt.a to read it and to giTe ue whataTar help you 

can in cruehing this black u rket •• quickly u poaaible, in 

order to &Told t he mor. aer ioua complication• that it .a7 

lead to. 

WHAT IT lS 

Liquor black carket ie not priaarily a que1tion or 

morale, or dJoink!Qg habite , of temperance, of eborhge, of 

inflation, or aTen of t &%aa. It ia a queetion of praTenti ng 

tM ol4 ariaiul ganga from taking adT&ntaga o! tb. war 

eituation to enrloh and antranch the~elTea again. 

At the Tar,r flr1t aTldanoa ot a probl111 daTeloping ln 

the liquor field, tha Trea.ur1 '• Aloohol Tax Unit began an 

inTeatlgation t o find out whathaP & reTlT&l of bootlegging 

•• laalnentJ and accordl~l,r whether or not tb. TreuU17 

had a r ight to deolara war on liquor raokataar1. 

11 
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We Caaad that n were !aced wi th an entirely different 

aituation from t hat which we had during prohibit ion and 

one in which our reaponaiblllty, technical ly at least, waa 

not clear~ Only a net llziblc amount of liquor in the black 

market ... found to be non-tLI paid . Practically every bottle 

aold on the bl.ck fttrket waa t he properly tax paid product 

ot a reoognl&ed di atiller. It was not bootl eg . 

Bootleg liquor h illicit liquor made antl sold wi thout 

~nt of Federal t ax and in violation of the Internal Revenue 

lan. &uentially, bootleg liquor h the kind of stuff 

that -.. eold during prohibi tlon. Black t'arlcct liquor, however, 

aay bt and uaually 1a tully tax paid liquor but ia sol d in 

violation o! the price oei lin&s and other renulationa of the 

Of!ict of Prioe Adalniatration . In other worda, most black 

market liquor 1• pertectl! legal liquor in all roapocta 

uoept prloe and ~tiling Mthod . 

The prolll• n fact today ia chiefly one of price 

violation• a4 illegal etlllnc ~~~tthoda. !.!any rotan etor'• 

ktepera were aelliQC liquor under the counter instead of over 

it. S.e whol .. alal'l n re clalinriq Qllly to retailer• 

1111111& t. ,., a prai• 1n oae W7 or another. 

ClDUilL liJOS ARr DISCOYDID 

When Treaeu.,. i nnatlgatol'l brought report. to JH, 

howver, that orialnal lUI• aa v1o1oua and potantiall:r •• 

12 
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d&~~teroua ae ~~ old bootleg t&llb• were fattening on t he 

i llegAl profit• of the black ~Arket liquor; And when they 

reported that aottl of t he ae aango actually were revi n le 

ot t he old bootleg gLQ8a, i t •••~d obvious that someone had 

to do aoMt hingJ and einoe the Trueury h charged with the 

aupervi aion or the liquor 1nduatry under the Internal Revenue 

l&WI, we deo14ed t o take t he initiative , It aeemed reaaonable 

to auppo11 abo , t hat t he ground •• being laid now for a 

reeuaption or t ratrio in aoonahine produota ae aoon aa augar, 

mol&•••• aDd other auppliea bee ... aT&i lable. 

!bout alxty daya ago, I aaked the Commiaaioner of 

Internal Rnenue, Robert E. llannegan, to get the Alcohol 

Tax Uni t to sake a thorough l nveetigation. I alao had 

Treaaurr l&W7era tine! out on what baaia •• OO'.J l d properly 

and leca,l.l¥ attack t h ia probl•. We f ound we had certain 

lecal "'poaalbilitlea ineof ar ae diet illera, reotifl;r; 

aaa ••lelilen wre oonoerntdJ ainoe t hey operete UJtder a 

fre&nJf ,.,.u nqulrina: t~ t o obey all Federal , atate, 

&1111 loHl laa nlatiac to U qqr. !e the Pleult , 1t hae 

beta peeal\le tor •• to tile both eriainal and &clmlniatratiTt 

prooeoilqe agalut .. a'bon ot tho i n4uetry, n peoially 

tiloleaalora, •• are UCIClnc l n black aarket operatlona. 

13 
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the nation'• newpapel'l are alreaa, ~gilllliDg to ahow 

eo~• of tho reaulta aa illdiot~enta pile up againet liquo~ 

racket aera . Bere . are aome ezampl111 

11.S, SIUSIIES WiliSKEY RiliG HERE" - - St , Louie Gl obe­

Demoorat , December 21 -- aix ar reated , SBOO gallons oon­

t i aoat ed after Aloohol Tax Unit diaooYerod aoti vitiea to 

bu, up huge quantitiea of legal liquor and divert it to 

bl&ok aarket outlet• throughout Uiaeouri and Eaatern K&Daaa. 

' U. S, lUll! mDICTS TI!Rii SiRE In LIQ.Uat BLlC!C lW'DT1 
-

Clneland llna, Dloem~r 22 - Thr .. charged nth CCII -

1piraor •t o purchaae dl atilled epiri ta in oaa• lota 

outaide of Ohio and t o aell and ahlp theae spirita 

int o Ohio' at a price far in exo111 ot cei llnge. On• 

c!ef endaut , Jltred Pol iazl , haa reoord ot liquor violation• 

datillj; baok to 1926, 

1 LIQIJ(R RIDG SIIZED ON i!OTBL ASTOR tiP' - liew York 

,~ •• Dlaenher aa - SeYi n arreated after Hotel !ltor 

...,..., .. peanre tro~~ a &Ill& t o bUT liquor at double 
' 

.. il11c pr1••• Aloohol tax Unit agent obtained evidence 

b7 poaina aa the hotel'• buyer, Oangat er boaated t o aaent 

that hi• rinc bad thoua&Dia or oa••• of liquor atored i n 

l ew York, Boaton, Balt illore and other plloea in Conneotiout 

and l lllholq, Firat arr11h erda 11ben eang t ruok 4ren up 

t o tt.. Hotel with a lelltwllf of 186 ..... ot llt11or. 

14 
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•rNDICT S II LIQUOR Bl.lCIC M!RXiT HERI• - Brookllu 

Etele, De caber 21 - Trio cb&ried w1 th bu11llg liquor in 

N .. York tor black market aaloa in rhiladelpbla. Tnia 

ring acquired aorne ot ita atocka br lending elderly 

woaan around to atorea to buy a bottle or two at a time, 

auppoeedl7 ae holiday gltta tor aerTioemen. 

•• Olf UST SIDE GITl! UP O:l U. !: • LIQiJO!! Cl!ARGi• •• Star· 

Journal, Ulnneap:Jlia, December 4 •• Four charged with 

oreaniaing black market ahi PQente to varioua part• of the 

country, oapeclally l'lorth and f.outh O&kota and llontana. 

I would l lke to have you becoao intereeted in the project, 

beoauu tht more publicity wo can &i vo to t hla war on 

liquor racketeers, the quicker the problem can be aolved. 

TilE MITII<J> OF UUCl 

The Alcohol Tax Unit firat tilde a cp.liet aurny ot where 

tu 11~1' -· coing &fter it left hooded warehouaea. .;, 

lDTeetllate4 booka, watched the normal ohannela ot the buti­

neu, and ubd CJIIutlonl. \Tie thu1 11cur od our fl.rat cluea, 

and boa thea •• pl'Oduoed our t1ret indiotMnta . .h t his h 

written, 280 ca1e1 are und1r lnveatlgation, and we have only 

1t arted. .&dc!ltional freaiUl'J ellforoe11ent aen are being 

placed at the dhpoeal o! the lliohol fu Ullit - u a&ll7 u 

neouury •• to lt11p thh oupaigJ~ gol.ll& • 

15 
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En17 agent of th• Alcohol Tu trnlt h&a inatructiona 

t o hit the black •rlcet with nery law or regulation on the 

booka. We ha•e eet up epecial .. t hode of keeping a oonatant 

traoer on the tlow ot liquor, and from thh the racketeer 

will auto.atioallJ' be lhown up. 

We hal'l gone a ahtJ further and lne tructed the diltilling 

induatry that it aleo baa a reaponeibillty to dl acharge in 

thla matter, and the induatry hat already cooperated on 

••••ral oocaaiona. We muat depend upon the induatry. •ery 

largely, to take puniti•e .. aaurea against guilty retailera, 

for there i t no legal way that t he Treasury can handle •aat 

atGupa' of retail outlete, although our agente have found 

inatanoea where the retailer boaata that he eel la black 

market gooda excluei•e!z. They do not operate under Federal 

pel'IIJ.h, and a1 lone u their liquor it properly tu paid, we 

are helplaaa to take ay aeaaur11. Howner, w have in­

•eeticated .aDJ aaaea of retail black .. rket aalea, and tbl a 

e•ldenee, aloac with aQT other that ia turned up, ia a•ailable 

to the lnduat17 to aet upon. Tbh retail problem 1a ao111tlmg 

that you al&ht intaraet yourael•ea in, tor the power of 

publicity oan do a great deal toward k11ping retailer• in line. 

16 
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WE NEED T.)UR COOP!IU'fl(JI 

fie han ltOUl'td the coopel'at ion ot the OP.l, the Depal't• 

mont ot J111t1ce, and to 111 increaaing extent , t he liquor 

induatrr . We hope that 70u too will cooperate by uaing 

rour t reM~ndoua local power ae a publiaher, to aolTe thia 

problem betol'e it eel'Ttl to incubate a wholeaale diaraapeot 

for the law, euoh aa we had during the prohibit ion era. 

17 
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I ~ l f fi l l 
T H E E X E CUTIVE YU A N. 

NATIONAL. OOY•~tt~~"•NT. 
CHINA. 

Chungking, December 4, 1943, 

The Honorable Henry Morgenthau, 
Secretary of the u.s . Treasury, 
Washington, D.C. , U,S,A. 

Dear llr. Secretary, 

Jr.' 

In the latter part ot October when I heard 

of your visit to North Africa, I, on behalf of our 

GoveiTll!lent, am also personally, extended, by cable, 

an invitation to you, Dr. White an1 the other members 

of your party to visit China in the course of your 

tour. I felt that your visit here would give us 

the benefit of your wise counsel and that you could 

also obtain first-hand information of the situation 

in China. I was much disappointed when Ambassador 

Gauss transmitted to me your re11lY saying that owing 

to the exigencies of your duties in Washington, you 

were not able to come. I still hope that it will 

not be long before we have the 111easure of welcoming 

yOU in China, 

Thank you very muoh for your thoughtfulness 

20 
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• J.. t a fi a a 
THE EXECUTIVE YUAN. 

C MIHA. 

- 2 -

The Honorable Henry Ygrgenthau. Jr . 

in sending me , through Yr. Adler, ten boxes of fine 

Egyptian cigarettes . I was glad to learn from him 

that you are enjoying excellent health which is im­

portant in view of the great responsibilities you are 

shouldering. 

With compliments of the season. 

Yours sincerely , 

Il 
l. H. K 
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ti:U!II1D' DIPAMIIiNT 

OFJICB OF !S SIDR!TARr 

Oeo..-ber :n, 19.0 

comnpnAL 

... c....S t.b18 datf""hooo t he Federal lluerw 
l!llr* of !lew Yolk , t or the confi dentia l into,_­
tioe ot the S.Oretaey of t be !reasu17, cCllll)ila­
tioe t or t he - k andecl DeoMber l S, 1943, abow!Jic 
dollar dis'llllnl-..ta out ot the British Ellpire 
aad Fnncb acco1mt• at the Fed•ral _......, Barir 
of,.,. Tori< aD1 the .. .,. by W!Ucb t iiMe expencti.­
W... _,.. fi.Lmoed. 
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FEDERAL RESEM IWIK 

OF IIE'II YOA< 

. 
tecomber 21. , 1943· 

CQ!IFIDE!fTlAL 

Dear lolr. Secreter:; : Attent i C!l; llr . 11 . 0 . ll'hite 

I • encloeing ou.r COIIpilation tor the week ended 

Deee.11ber 15, 194J, showing dollar cUabure-nts out ot t he 

PrHioh l'llpire a~d ?rencb account s at thi a l:lenk and the .. eans 

by which these expenditures were t\nanced. 

Faithfully youra , 

/s/ L. w. Knoke 

L. w. Knoke, 
Vice l'reaident . 

The llonorable Henr:; llorgenthau, Jr., 
Secreta,. of the Treasucy, 
w~J.ni\Oft 25, o. c. 

COPY 
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C.J!-1 \ ... . 

Inforcation received up to 10 • • ~. , 27th Cec~ber, 

11QJl;!:dEI!I' ~IATERS . Thr oe of H . l~. Cruisers 11h1lst covering 
• convoy t O"R0UiA 1 mode contact 11ith the Oer l1llln battle- cruiser 
SCIU<R!fllOhST yesteraay at 9:36 A. r!. about 80 Miles S . ll . of llllAf< 
ISLh 'D , ~CIIAhNriORST modo t110 attempts to attack the COI\Voy but 
'.IRS driven off by t he British Cruiser s , Ono of the Cr uiser s was 
hl tu ft at 12 :37 P .. !. SCHARNHORST <Wde off t o the south at high 
speod but the Cruisers hung on to her an~ r oported her r.tove.aents 
throuehout tho aft er noon . ldean11h1le 1 tho c. in c. Jlo,ne Fleet 
f111flS his flog in one of H. I!. J:lottlesnips 11ith one of l! . U. crul:setos· 
11as moving up from the 1> . ·1. to intercept , A~ 4:17 p, ·r. , c. c . 
r eJ.orted he ~tas in touch with the enemy 33 r.Ules dis tant. On 
finding herself i n contact "ith the Dattleship1 ~CHAn:ruo~T turnec 
to tho northward and later to the eastward , ana at about 6 :30 p. o . , 
it appea red that her superior s peed would enable her to escape • • •, 
~ resolute attack by thr ee of II. '!, Destroyers and • florweg1an Los­
troyer however succeeded in inflicting such torpedo dacage -. on 
CC.!Al. I·'OI<ST as to reduce her SJ>eed and enable tne battleshi p to 
Olllt&&G. At 7 :29 ~ . ·r. SCiL\R;InCRSl waa reported to boon fire and 
r.oorly stopped about 6o t>iles :1 . .. . of 101.1':1 CAFE, She sank at 
7 :45 !'. 'f, Two ~f ll . !l. Cruisers and one of K. '!, Destroyers vere 
da.w.Jt:od . 6oce sur vivor s froo &C.tAR.~HOhS'J." were picked ..:p by our 
ciestroyera . 

t!,a 
W'IO 

24th , Da nish 5 , :; , l llCOLl.IE !A&HSK, 4 1200 tons , bound 
fron VuL..:NCIA Cor a French por t and sailing under Ger•••n flag , ms 
i.n~•rcepted by a l'rench uestroyer outside terrltorid liSter s . She 
1tnored an order to stop an& later ran a ground orr the Spanish 
Coo at . 

2, Q;j,!'I AllX 

~ To noon 26th. 8th ~rQY . ~~~ian troops new 
occupy tw~rds of orao:1~'- Indian troops huve cuptured VILI..n 
GJ,._'IlJ£ 1 two an<\ a halr oiles southwest of OhT.J ;. . Bnuey troops 
t:or.Unc up for counter att ack wor e dispersed b 1 cer e 1sive fire. 
Bod weather has as&in hacpered operations . 

5th Army , u. ~ . ; roops captured t hree ~re hill s north Of ~;.;r ~I.:.TitO, 

3, A!!! OI'ZHA't'!Olljl 

~. 25th , 64 escor ted For t r osoes (ono "~;;•:;~~~.~~~ 186 tons on no~AllO Ra1llloy Centre 11ith t ood rosultn , ' 
Liborators successfully at tacked ~ICEi~A Airfield , Six 
fi ohtors nissing for two enemy aircraft ~ ootroyod . 

4 , On 24th/25th 1 thr ee sooll <ietnohnonto of Co 1 .unoo 1'roops 
carried out three reconnaissance r a i ds : ( .. ) noa r Glii. v ~L~llrs ; (b) 
on coast or JLJtSeY; (c) on coast of bATIK , Volucblo infor~tion 
was obtained . Soce casualties \Jere t~ustained . 
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December 28, 1943. 

-
TOo The Secretary" 

FRO~h Ill". Sulli'ftn 

Ill". El.Mr 11i&boldt o! Meboldt Storee, Chicago, Illlnoia, 
,... one o! the two cen on the list giTen 7011 by Donald Nelson, who 
,..s .oat ta'I'Or&bl:y regud&d b:y John llancook tor work 1n con=ction 
with the Treasury l'r<>eurftlent Dirll<l.on. Thie ""'m1ng I ta.lk&d with 
h1a 1n Chicago and he adrla&d me that he had been ordered b:y hie 
pl1rsic1an to take a six-100ntha reat. He ia learlng Chicago on 
Jalll>&ry' 6th and plane to spend the following eix 110nthe at the 
!!eadow F&l'll, North Garden, Virginia . Ae aoon ao he is settled down 
there he will get in touch with me and 'Ifill be glad to come up here 
tor consultation. He further volunteered the information that it 
t here ie a.nythin& the Treasury w1shoe him to do at the end of oix 
monthe , he 'Ifill be glad to undertake it . 
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Doc~rnber 28, 194) . 

tr : Th• 5ecret•ry 

r .. .... i l ~l:ted t'. it.c, Jl.l 1.\A ho:t .. .. ~. ... ~16tant to ti.~e 
Irt":!.Cent c ... ~.e J. C . .re:'U\ey t.A>..-~ .• .my . 

I aSt.e<! f-.k : .. .r t e ecr.dc. co::.. t.c.. ,_.,. •• ir._ t.on t.e.xt. 
.,.. • "'"" I.e t.ol<i __ e t . ..at tec.>'-'>C or t.-.e illness of the 
Pre ... ident ,.e • culd be I.O...r'J:i.ble \.o lo!i-VO J,"'l\ !Ol"~~o • f':.e 
t..Ud tl."t t.e t.;ought he r.tiUld be Qble te> co::e ci01<ll 

the i'ollo'Oin l'ee~ . I told :.1m I '•"o"lc r et in touch 
r1ith hits a . eeE.. from _onday·. 
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I t hu ~on tho practice o! inapectcro or tho ,Ucoho1 TU 
' nit t o inspect :ltf1cor8 ° Clu~ 1n t.looao A"'¥ lnot&llatlono 'llho,.. tho 
~lub hoe a pplied f or a licen oo t o aoll alcoholic t!eToroa-o. A partial 
U ot of IN Ch 1napeot1on ah.,.... t ilat eennty-/1 ... -.oh or gan1aat1ono 
;>aid Floor Stccko Tu .. of onr '$47 1000 1ro ttoo f fl'l' 11011th1 !ollowint; 
l ovo,.ber 11 1942. In addition t o tho type c! 1nvoat t gat.i on abc>ft 
rerorred t o 1 tt.ore baft been we or three cae01 1n t.!:o loot 1M' 
""' " alcohol Tax tnopeot.oro hno U t.eop t ed t o •k• innott.gat ·ono 
and haft betm forbidden by tho C<==• nclant, T• t o lltuation baa bMn 
tt o occuiCD of co rrea-ponclonee ~t- tho • r lle!*rtaent and tho 
TrHOIIl'7 DeJ*..-nt, In ..,.ry in t..anco pomt .. l.on to 1nopoct •• 
, .... ~ •.eel unttl Jllne 19'3 ...,.., ~><~rod.•a lon to lr.apeet tho Mfieora ' 
Club at BollinK field • • d enied . 

In r N ponao t o " l ottor addre,.~ t o t.ho llooretary or a r 
( " ' ich enclcoed a liat oJ tho Ol'! i eora• Clube and Nooaoa which paid 
l'l.oor St.ooU TuM 1aet year) 1 yaoterday toOrnin& Colonel f"ralah and 
U111tonant Coloael Boomayo called to diiO\Iea t H 1 a1t..atlon oith 
lor. Konned71 Aaoiat&nt lllputy Coc:oba l.OD41r o! tl" l.lcobol Tax Vnit1 

and IO'Iol! , Thor adYiaed uo that on Jar,uary 2~, 194)1 O.Mrol 
l:laroball iaoued Circular ~o. 29 oa~ a ttoction to tho prohibition 
ot tho aalo ot IZJ;f bMr 1 ol.co, or other U quor containing a lcohol 
content 1n ac.M ot ) ,2 1n any O!ticoro ' Club or "• Thoy abo 
all ..... uo a oon!idontial -.orandua hll\led on thio - aub;.ct on 
liaJ'oh 12, 19431 by tho Adjutant Olnerol, 

Tho:r otated that the r .. l"lt7 Cllio! ot Staf f , Ooneral JlcNIIm.y1 

• • "1'1 • ah dia t.urbld about tho oit.uatton and t hey '111.ahed to work 
out ao• qotea wUh ua 'llhiah would onablo the inapootoroa 1n the 
..,.orol 011"fl.oo .-lda t o aocC~~pN~T 0\lr own lnopoc t oN 1Jl jOin\ 
inftOUp\ionr o! 01!1.,_,., Chba and ltlll llo It -• tont&t.iYOly 
dool.ded thet they ohO\lld draft in•truetl no t.o tbo 011"t'ico c ""• 
and to tho c-ndal>t.a of a ll AI'S(J' 1notallat.ioaa and thet we would 
,..,.~ out a proeeduro for thooo 1nftotipt1ona , It •• cont&l!plat.ed 
that llr , l ennod;r and I would -t '111.th Colonel 'I<IL18h &lld U eut.onan 

Col-1 £.,.r.171 lotor t H o - lc. 

·--
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Coloa411 lralah and U...tenant Colonel 8em&)'l 1tre1sed. UJe 
o.!e1ire of O.nll'al ll<:ll&l'ney to haw u• &lliet tho Army 1n dOinl! thte 
work , They 1\lrthar raq eatecl t.llat w aand l nfol'll&llJ' to ~b .. .,. ..... 
""nda ret:&l'<I IJ•II the _ , f 1a&ran\ caaae our 1n•peotor a encCI'Int • red , 
Tht 1 would 111:'\'1 u a check upon tha 1.r own 1n1peotora , 

T ~Y augga 1te<1 U..at. 1f we were able to 1napact a r., 1natal-
1atl 0111 in 11ch or tha oarviea e-nd.1 ai.,ltanaouol.T 1n co pe.ny with 
their own 1napector1 the e 1tuation -.J.d be cl.,.l"od up Wft7 ll!lol"tq, 
It ol, .,· l d ~ boJ"De 1n aind that wry IOOD & l'loor St a> ka Tax of ;2, 00 
& rallon .... )' baCOM oftacti'ro, 

It to t.be opinion or l!r . Komody and II)'Ult that tho t11>1 
or Joint l 'lopaeti on pi'OpoMd by t.."e A'N;f wtll not onl.7 reault in tho 
pa1Mf1t of oubatontiol - of tax•• r.oor due, but wtU ol eo 
orc011plleh tho .oro i.aJ>ortont objacti'ro ot oolYtnK tho joint probl­
of tho two O.pertMntl, -r..e t)'lll ot liquor 11le1 dioouaHd IJi thl.e 

o:I<".Ot'andUll are prohibi tecl by Ar.q roau1aUone , ~northelooa, Uta 
Inumal Revenue Coda ispo111 upon Internal <• YIDUI o!ticao the clut.T 
of collec t n1 a ~ where ouc.'. oale1 are Mcla nan t.hou!!h contre17 
to Amy ro~•tlone, 

~ . .. 
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St\IWtT or S'TVI t.XIM ~ M CIP•It'NDtr or sun 
Of UP..u.r or ..J:aJCJJr " tltHU.C.S Uf 

JJ.r...xa& Cl~1'0D'r .. 
' .. 

1. ,;.. .. ,.'""or P!htrara oi'''-r-...,~ clrlllu lnttf'!Mth 

!1pon tl'lot ov\'er.U: or 1IV" b.t• .. il· U.t Oftltt 4 S\6'\u and ,.,...,.. \be U'Mt.d. S\attt . .C:Oft,.... 

••~t, tn an tadtavor to en.uro ~ '" .. '--"' tor .-.r1~ nattonale ln Jap&neee h&nd e, 
ttntli"Md itt lntenUon to oburvt the Oe.Mft "'" '"'"' o r ar Con'Antlon (oonot•tntioa 
r.SaUvt ~ th.o trMtunt or prhontrt or war, t1.Pit4 at o'"'"' ~n JUb t'}, 1,2), .,_s ,..,~ 
th4 '7 tht Vp.lt~ Stain In 1"2), ll.ftd W appl7 lU prtVh lont to prhontrt of_,. ftftd, .. 
tar • • 1\t provltlont alght he adApt ablt. to tlvill.n lntorn•••• The Jap&ne.,,Govt~nt, 
-tilth tiM tlr;nt4 but had. not, 'r~Uflt4 \ht Convtn\loft, thtr.upon AOtirttd. tht O'nlh4 SU.ht 
~ovtrnatnt that 1\ Woul d apply the 'rovltlont or tht C.nvtntlon, .Utat lt .ut&ndlt , to tht 
troo.taent or A.Mr-l un pi-ttontrot or w&r ancl to 1ht trt&14tl'l\ of Merlun olViiian intorneu 
10 tar~· lie pcoovhlont lll&h~ ~-. ft..S.pt ablt ' '• .. ~.tvlltM lnttrnou. , : 

Tht Vn1h 4 St&~th Govtrnatni' hat &1M obtt.lntd ~"uranou rro• tho J,t.p6nttt Oov..-Nttftt 
th&t tt lt applJl"C tht Gtntva Riel Crot t eo.,._~t1on (oonvtntlon tor the aetlloratlon or i ht 
oondlUon or \ht wcundtd a.nd t.he siolc of •r•lt• ln \ht f hld, Whloh ••• al to •1gno4 ll't 
O•~• .. on Jyl7 21, 1,2,, &n4 ~toh .. , ratlfl•4 ~ tht Unlt•d s~•\te ln 11)2 5Cd )J Japan 

'" 1,~.) .. ' ~ . . . 
f'h.• Convents on• n&JMd above ·P,..vtth • ~u .... t.,.. t '\lln4t.rd of troatDtnt ror pr-h ontr• 

tf -~. Spt~ltS .. lg, th.,- Pz:"''f'id. \.btl;'\. pr1MMrt ot 1.1l.r 1t.ll h trtt::ttd ~·1¥ • nd htld 
ln 'bontMble .tApt-bU)' - not laprhe n1d o.i erlalnt.lt. ftl4!7 u\o;l>lhh • • tht ~~ tor 
tho libtl\1'" -.n4 dJt't or pri..,nar:t of •r, the .. ,.,..t.Ptfti.tl\1 ...,. .. ,._'\. of the prrl~~ t roep• 
of U.. detcilnl.nc PoYer cn4 thq t~t&bltah ~~~~tal rlS)&t• rtp41f'IC eocrtt'PCftd•nu,. 
-.dl<Nl ..-,.., oltt.hlq:, J0.7 for l .abor, IL'thfatU.,. or 1nt4lltOtual, rear•tto-.1 o.h4 
r ollclout AMiAI, end tho ~ornliNod tftjo)'a4ft't or t'\111 otnl 1\a.t.cu. fop·p.or.ocu ceatJ"&ll,r 
rtf1rr..t to • • "'prot.oott 4 Ptrto.mt l", \ hilt lt, citner• , '"*"••• &lid oUar Mnitai'J (...U.Pl) 
PtrMmll aM t~pltJr&a, th•Y prorldt otr't&&n •Pf•&..l rl&ht• •n4 prtt41tlOft• 

ftll ~t or State' U oon.eun\ljo •hrt \0 u.NJ>t ,.,,.,.....,_.. of tht C.O.nn nthlc•• 
wt\tftiYII" lt h learned &hrouah tht $'1r1U GoY•,.,.tnt, ~tb r'4Pf'lltft"\l ,\luriean lft\trU t' ln 
.t.P'I\ &nd J&p!U'Jue .... aouphd h rr1torlu1 thrO\&Itl thl IAttme.Uonal Rt d Crau1 or othotMrhl 
that th' \tNI , O/ t}¥1 Convolttton• &rt not. htl ne obtlr~d, \ht Unl\ecl Sta.t. .. Gon,.u t 
d,..., to \ht •tt~mtlon or the JII.Pflolu•• Qoytpt~a•f'\ '\~\ OOYti'IVItllt't o)llgaUcM und•• th1 
l"d Crue ConnnUon and under 1't.. a,ertt••n' to appl.)o to 4ht t .r"N \a1n1 or lnttmed .M4.rhM 
nat1onatt tn Japan••• han~• t ho provlt~on•, ot ~ht Prleontr• o t War Con•tnt.lon • 

• 2. t•ohan§t of olvtll.nt. 

tfti0\1&\101'1.1 betw .. n \h• Unlttd Statu Go'Ytl'ftll t,nt Md th1 JapMott GoYtr"nllt.nt l t.aUn« 
110" ' than a you oulml.nat-td trt a t 'Hond uohn.nfle or ohHl&N ruultlng ln th• ropatrlatlon 
.r app,..al•t•l.J 1, 240 M.\1ol'\l..lt or th• Untutl statu, tnoludln« • ~~Mll r~W~'Iltr fro& the 
Phlllpplnt hland.J, and 26o Mtlon&lt of tM otl\tr A:Nrlun rt;M.&,llct an4 Ca.nt.da.. In tho 
f·ttn UahM«t, vh.foh took place ln tho ~•r ot 1~2, over 1;')00 Un1t.d St.a.tu .oftlol&lt 
C&nCI r.on .. tft'lo~la wort r Gpatrt•ttd ,,.... th.t' rar • •1• 

tho Japan;,, Gowrtetnt J'tf'Uu4 to &IIP17 tht proYiliMt ot tla ehil11ln txcht.fl&i 
~--ft\1 ... Aalrlo&n Glrtll.t..r .. who ....... 0-!P.tui"Ocl 1.n \ht Jlt\lllpplnt hl~t1 0ut.a ancl 
'llt.ltt h1and. • ..U~ l t f1tn&ll7 acr••ct t+ ~ v-o ropat rla:tloa or.._ D6ll ....O.r tf 
Aatr1tAn e hlltt.M ,.,... tbt Pbl.Upptnu tn \ht ttoM4 tXtW~, lt r•••"'"cl to ltttlt tht . 
rldt\ to nl"t thea. 1t1.e t"tl*trtu., .,.,.. ttlut .... &1 .. .,. oo'ttr~ X~ 
1..-nu.-.u!Jpitd Chln&, R:ll;l& Jr.:o.na: 6ftd Indethli'Ao 

Tho SWlu rtpri:ttnt&th .. 1n the far J:a.at, \Nor ,,.._. dlrtttl'"• Issued by \l;o lblttcl 
S\Atn Co.,.trw.,nt, ooapJltd t.ht lht .r W•• \t '' ,..,.tri.&te4 ei"-n& prert.t-tftU to tl,t 
tollovtnc •~tt,orl•~ or A=-r lG&b olYill~• ln J• .-n•at handt t (1) \boat undt, ol••• .. ,.,.,,~, 
(2 lfttemtd .__. M4 oh.ll4reni (l) tht ttrl""t l7 lll, and ( .. ) l nt.err.td illtn, vlth Jlrtftrtnot 
b•lrc «htn, other th.ln,t t:.tln& equal, " \o -.rrhd ••n 101'111 ae..,...tad ff'Oa .thel,.. ful)lu ln. 
tl\t Unl \ t d Statu. 

Tht Japt.nue oo'virMont lndloa.to4 tM\ U .. uld not t n\41" into n•aoU.aUorst l or &ci~U·. 
\tonal • • •h&ncu u~tU tht 11cond oxohn.n~ .,.., to.apltttd. 1h't Oepvt41ont o f St.&h 1t ~ 
PI"'Ot•clln& Wl\h nJs'\t a.·uant' and' will o0ritinut itt tt!or- t l \0 lnduot tho JO.pct.l.'l tl; t (iovo,..,.~n\ 
to "ff'•• to a.ppl.)o '1.4 all ~\r"'lo&n .uvtrlMt <dlt fl.lntd 'o,v "\ho Ja pMeto, .tit r t v.,. thoY •:~. h&vo 
'" 1:'1 0.6p\u.rt 41 \ h1 pr6.ta.l\tn• of 11.1d'1' Arr ....... • M t t.J ·~ bt .... dt• ftlt D•pArtlhn' hopu 
•••~tu•U.v \ o obtai n J• pe.nu#'&·pootaiJlt to tur\htr ttOh&f'I&U • t 'O.c aoul 't,..,t td r•t.t •o 1h&t 
all A•orlo•n olvlllan• r~lnlng tn J~pon••• outt ody, nua'otr1n& obo\l t 10,000, moy h&Vt o.n 
t pportuntty \o bo rep&trlatod At the oa~llta~ prattlo.a.bl1 ~·~•· 

) . ~•Jetrtailon :i ahlc and wd'\adtd "21"'ho~•r• of •r• 

Ar11tl~ ~ of tilt Prho~•r• or ...,. etnYtntlon pro"••• tht.~t . . . 
-.oU ta.,..e.ct• art boc.md ·"to a tn4 M• k to thUr .w~ ... ,,.. r•~•u tt ru,l( t r 

.... bo .. ; ••rloull.7 llo"lc and M.t'ltut l¥ lrsJurt4 ~llont,.. or ... ,., &tttr t-.aYll'IC t>rou,abt 
\h .. t-. a tondl U•n ~ ...... th~ o&n bo ti"Ult ptrt.d. 
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li, ll•etriUI«'' t1 -U•2 pnbr.nd. 

oLr\lth '.r Ult &fd CHu Conv•Utll provu.n , t.ro rou-tt 

,, '":'::~~::::::::1.~::~·:: ::i~~r! ~"!~~~~ ~:;:::!t.!'~·::~:!!!;"r,:::,!~~'::' 
""' "',_..,.,,, ""'\11.1 tMIII"Iu .u ... ~..t.t.. -'.u1 ~u bt , .. , .. ,,".,.. H"thtte• 
.,,,, a.ll ,,,..._,..._,,, tr tlloty ftll lilt~ tM ~~ tf \1\t tii<IIO' ""'' tMU M \ lit 
\t'MIM tt "hM11,.1 tf ...,,• 

&rtlth lf tf \lit , .. , o-~~.tue ,.,..-<tu , 11'1 l&f"'• 
'"fM ,_ ... du.,IM-t Lis IJ'Udt 'M¥ oet .... ......... -.f1tl' "'-' M911 f~l .. 

111\e lilt ,.,.,. tt lM ~. 

"'lltH \1110,. h .. ·-· W 11M -V6.t')', VlAIT -.11 '' -· ..... \f \U h~ 1~~ ...... •V"1" Ulq ..... ··~ .. ·- ..... ..., h .,.. ,.., ~·· , • ..,. 
.... .&II..,. ulfl .. ht "'""' 

... u. -*"lttl w ...... ~. ~ ftll -··'- ..,., \o\e ._._, .. ,, ,,.,, ,..,...._, .......... ,,,...,, .. ,, ~ ...,..,.._,.; 1bq .....u ...... ~ ,.,,,,..,.\t "' 
u.. -. ,, -. -......-.. .s11c ,, t~o. ~u~- ,.. ...._. .. ,.,..., \AI.q ~ ,,,.,....._. 

,..~ .,. u.. ,.,. .. n...._, ' ' J.rth h 12 ,, lb. -... ~· c~u ... , n .. , ....,., .. 
W U. .,.,_." o.-.,,. ._, t.!lt ,..,.'t.rlaU• tf \ht --1 '"""hi_..,. &ale c.­
U•.,. .....,., u .. , r .. utuu fw \MJ, ,.,.,. w ''- Clllt., "'"''' ...... • • -... t.UI*h 
.., Ylt ..,.,,,,. .,...,,., ,.., u.. ·~ .r ~h1.llul ,..,,~,. t. .,..r M•t._, •• w 
.. lll'lh ...,_II~ ,.,.,_, tl _. t l tt'il "'" \~\ tlM!)' -.r rot...Vt ..... ~l'fl\ flU t~t .. 
"""'"• U. UI'H• d S$Aht a....-._, alu ~- h tt.. ~·· O.wn.t.nt, tn " .. lit 
tl r t tl ..... l\fo V.t \,hot t1JI!I!\ t l rti"'U'I.Uhll bt -~ ... <ill hr ,...lH\td ..... M.Mt l ...... W 
.. ,., .. .., lfl I"'"IMfltl' et...., ...... .,. Mtet1.&h a t'MI!tr .,.atUIItl 'V14 ~~~~ •uh~t 
k ..... ,,.,,,, ..._ """ h1 liM '""' • t \!!At """IJ;"'-tl u tlw UJM t t t~ll"""'t· Th\t Got"""" ::" ,!'::j~:,ra:::•:{ ~·~~~: !!~::;.!:~ t t Jll"'ttcttd "''"""'' \t ~~ ,.,,.'['"' .. 'bt •4• 11.1 

ftM •'•~~t-~~•tt o. ... ,_t llt '"«"~ In )'rlMiph U the rtpaUl•Utll t ( pl'lhtU4 fii i'MMII 
1.n """""'" "''~ u•"""<''•• t t thUs...,. , Wt ,., .. ,.1"M ' ' au ttr u.. dnhhfl W~ttfttl' tilt 
"

1
1'1\Utfl I f t/1.\ IIII'MN'Itl .......... .....,. " " t'- ....,., tl WrltVI JriMtltl'l t t w .r W 

1 l to1lla..•1 lnttrnttt loiM•r .,-""'"••• '""'"''· Tht ~.,..,"-tM U MI"'llll«lJ r~ftWnttd u... ' "'" 
O.'t•ru.'!\\ \t ,...,.,.,..,. t1 •"~• r., tilt ""'-lliiiUtr~ t1 .U.rt- ..... l.Mh4 ptro.-l h1 
1\ttw. 41Mrh-.Jillof"'!ul tl¥th611 en~, ,,~ .... u-.., , 

.lhlww,. U .,..,.,.,.,,\ot4 11ft"-~""' r.._ 0.... at \tit tlM t t tl'lt hret t l •UIIIA eu~ •• 
\tit .r. ... ntte Mo.....,, ..,.,..,.,1.7 414 Ml t'lMI \111\.t It l'&d tn tt1 ..,...., ~lilt ""''"'"" 
J'Ptlttt .. ,.., ..... , &.,.Uo.blo ftr 1'0,.\I'I&Uta 111. lllo U MIIIIt u tht.fvot .,1 nt "'Ill ,.,. .. _l 
- · IM~V!M41 lfl \Jit Hut ''' ""'' n~. ...,...,, tilt r:.,.,.._,., u., .... ,, , ...,. .. -..tuc 
...... Utth111e ,,,. ""'"'"" tllt MII.lu tt ,hu~. u ,..11-v .,..l.n w u.. .,..... ... Gt-t 
tjt.oo ,_,..,.. .... tf lilt C"Mtflll, It&t.') ~1. U.t Fn-\44W ,_,_, """'" r••trt.nlM ,....,., ,.usn, • 111 h -~ s. IU'Ilart ~ I~Mtl.u., 

}o ~ tf .. 1_..tt .. •t·-· If.,, 

... ....... , .... t ... ._, ............ ...... - lS, 1,., -- It .. """-llJ'a 
..,,.,.... ""'"" ~ MU._ Mr f'l9\'l...-t.e.a •t b.\of,...U-....1 {.; 1r ......._,.,.., tw u.. • ~~ w .. ...._. ~ • •n t.su .. ~~ aw~ ............ ,, "-..,.... ,,,.. .. 1 r _ 
0.. ~t .... .., ... ...,...,.~ it1. ,.,...,. .r .. ~ kll~ ........ .,...,. ....... 
·~~-= ~""':,":.,.~~~ .... p;;..-- ....._.. ........ t ...... ttl,, 

-t - "'"'~ ., - "' .... ,..._. .... 
'-. P,tttm '' rU\:t ttp'ht .. y., ,.., "'!'-• 

lu\t l• '~ \M Mtrt- lttf CHou LA ,.,.,._,..._ t l\111 
"1"~ .. '"'"' .......... , .... offtf'1.,o h nM. • -- .... ..,.... \ht "'"'""t" ........ , .. ,, .. • ·~"'- wt_.,, t t- .....,. th•Ut.,.. ...,_, ,.: .. 1h t e "'' _...~, .. o.-.~• 

.. t~ """ "''' ,. ....... ,, 
..... u .. 

) 

. -
.,..u .. If, ... , a..u.t,., •11~1..(~ ""''"" ..u a.i .,., • .......,.., •~1 w ...,, ..,_ 
tUhtiiU .. _ ,....,....!..., tt--"'tiMtt '- ,,.._ ....,...U """"'• . .l a ..-t.-1 ...... 1 .,. 
~-a ..,.aa .. w ...... ... MW..,. .. 11.........,...-u_-..- ~ lJ'or. ,.. 
,.,_...,._...._,, ,..._, f'ltv.f.M t.t d.!rt Ut • 1• ........., t.r U1t '11tJ1'41 •t tll.t 

. ...... t .... ~ ........... ,...,.... " .................. . .... u .............. .,. ___ , wa. .. tM .._t .. -. -..tUU. t w ~kl:lt r-.. W ~ ,.._ __,.,...,. ftMtl 
talt .... t .. - ,. ~ - "-"' .... """ 1\ ...... - ~"-., ....., ... I# . .. 
- '"'"" u .., -'"'1 - "" ,,.._, ' ' rt~ ..., ~lht -.wu ... '• -.u.... ""'"' ...,. &IU .. ,..~,If....,.._. 1h·US....1 ... 4w ~rtM\7 "tt. hntd . ,. .. , Ot...._... 
t' .... Ult .... tt"' ,, .... ~ .. "-lt .. Uill.t\U ..... '\.t.l ~l!.t ,.&a.-t ....... t \<1! 
t.qN\Itt-t. Yilt ta. .,.,._ .. -ld .,..tl' U.lr ,..n u- .. - .__. .,.....,.,.., ,.._. -u ,...,..., -M ~•h11 r., • • &...'\"'""" o., ..-.. ... "" ..,.. ... ,.... ., •• ,...u-.. w 
c-..... .. J ... h t " .,.,......_.,., .. "rlt'"" .... ~ """ ........... ,.....,,. ....... "' ......,_, •t .-...hw. MUtMl.. "'" ~fl\ .. • • t•~~ot..,.lb .. ...,., .. .,. Ult .......... .. 

~=!;' ~r ,:(f"C:: ~~~~:.-:..!" \::-:!}:! .. =::· tr!:t~;:,::t "::·~~~~ ,., _,.,..... .. .,.,..,_.,.t \t •b&ll<lolll Ut " ' tn .. • •ln.lt the " " If _,,..J t .S•t t4 ..,.,, 
rtllt' IN~ht 1111\ol 1U • ttu • tr.t "'"'"_..,...,. ,.. .. ,.,...,., .r ap•~ ..... l'\il11 
_ ........ 11wlw~llC ~· ..-~.ant't '' t Mitlflt ,.flht ~~ .. 111 , ,..,u ·~·""''t 
urru.,. . e-. N!CCUth11 '""" • '"' .. ,.a,.. 1r tQ.WUu ttr .u,. u .... ,.1111 ""t"• u.. ~'" ltSJ;ht ,Uf\ If\ .. ! •tv. partlwla, r.hr111d t.t .. dhal wppUu Wl.tt h t.ldlt' ~. 
~~-- 1.11 .,_,..,_. Iff t ·l , i \f llll t, JOI,'UfllU.I' ,.,.._.u ... t ¥tP f'MilYf<ll, MtUit-l'• "'f,.MJ 
"""' \ Polo\ Ult ._....rhM W CNII -lot 'rtYlllt & M.l'p ob.lp \t f1 " " .. 116lt1'\ lA lht 
...... Uio ,...,., " MopiiMU lrt'lf • ltM '\llll H IYtl' Ill. 61'411' tit toe-.U 1t t& Ulo Pf'"- ' ltfltr• 

~~~:' ,:::: .. ~.!: .. ":.:.~ .. ~.r~~, !:!: :r:c..·!-::~:~~-:.,~ !~·.t.:::!! · ~.~~e:::w.: 
bT 6tlltl" ..... CI¥6MIMIIIU II' •t ri ltiM t• M ·~r• lilplt-1lllh 6f _ _,lteltltnl• 

(n ...,.fl l,at) \ht ~ ........ 0.¥1,_111\o lA h •;»:\11 t • f'l,..ttd I'IWHM\IU .. t 1\f' tU• 

~~~t:..:::~:'!!!-~1 ':.:::r.~!:..':l;t!;~. ";:.:«;~,::..-: ::: :~.!:f.!· .!-l::' 
' *" - · • t ,.,.utJfl!ll "" ... u~ tr .tt\ttr .,~,... o. "" fiUI ""-'w -* tM 
~ ... ow.~• '"'' .. u.t '' ..... "' "..__" " ...... f' .. -,.u .. -lAM 1, lit ... 
'"- Srorltt \err1\&f70 ftloro M• oaiuooot .,,.., U.t U.• 1-c...,. .,...u ... , .. ....,u.u1Mt 
wtu. Ulot ,...,....,, .,... ..,...,, ~.. -.. •wl •f ""' .... '"""'- ,.... "' M •tilt 
wtO! ~ t. 1., ... ..,u ... w ""'".-,' t.a•!~"C tbt ~ .t -*"'''"" at 'MJ!I. aw., -~ _. ... .._ "" l• ,..._... 4but1¢1> ,......_ tilt - •-h . 
~:'!; ::::. •!'!'.:'~:t:· .~·~ :;-~::t~; :!u':: !:"'s.:!t~::-::;;.-:.::::-
'"""'· ..,. """•t o.~ -.. D.,......_ __ .. u...t: 1~ -tU r .. u, ....... \rtou'lt 
........... .......... tt ••.h• ., ... "" .. ~, ...... e.--tt-ke .... -- .. .............. ,.,. 
~ tw Uot _..,.. *',_.' •1'\ ..... ~lu b ,........ '"''-- U. _....,... .. ..,. ' 
.......__ O...~tt. "' .... tt V.. ,.~11.t'• r1;.."" ......._. tt ~ ... \N• •tttr 
.. • -lm-. u.. ..-.,...... .. ~--u M,t fit'\ 'tkt,e ~ ... l.lllll"'-"' tl.. - · _,. *• u 

. h ,.,..,_.. W ,. .. _...,. 1MM ...,.uu• 1'hf ro,.,_.t 11 ·~Ulfllllle Itt att•rS• U. tl.h 
,....,..., _. n a. ...,.~ '""' • M-n .. ut ~_.. - - 111 _.. """'"'"" ,...,..,., ._...u .. wt11 .... 6fl • UIIU_..II'IC ..._,h \t .t1 ._..,_ •Ufllfll t ~ .... "' \ ... ,.,._..,_ 

.. lh tllt ' ""ottlllf "'ft\IAtlMII hl-\01 "- la ..,.,.,., .. 11 M1 ttr""-\t~T ..... !lft.:tWt 
\1 W.t • .,.,..,.,....._. tr \111 •• " """"-" •t ti•Ul.u odth W :.--ot Olvt,...Mit, - .. 
.N~:t l~t otlll Vlf 1\~lol' llll Otlolll.,_r t,a.) " nnd \4 IW" naU-h l.ft \ht ftol' •" ... 
l.e~ ........ ~\1\f f f l't~hf W"'1111 'II)' .. IIAI 6t -o. IU~ 'fUMh• 

ll.ljllr\t 6t IIIII ll ltHllll.rU•n t f rotlltf •IIWHU 11t\S~ h t"\ \1!11 t!l\1\td J\lotu tofl U1t 
tlrt\ tUI"o'lftct n t ut l n. l)IIJ ,..,.. .. In <Nt IWr lf """'"" ll"'la tbf 1\11' lal\, Thtrt .. , 
' l lllt<l Of! U~e flt\I P ¥411d ~, .. ,Wt• """'" 1\ hft thll •-t.,. \4 tlltt\ IJ~e tol .... U l ,...... 
tf t lYlllllft M U - lt l fti\IW V'lf9 ,..,._.If 6IIOI'tttl l't\l) t -IUJ'f'liU1 WP1....,. ... CrtU 
t~W'CI lttll Jlol.rtth 1 1\lll'""t.,.ttl ,... .. h t.nd all rw 41tt..r1N\Ioft \1 .. t .. t- Pl'ltt'"u 
tf ,,., t.lld """''""" ll¥ltlllllt lt1 \;lf'IUd 111 VI• M1111pp1nt bl/Witl tctill, ttd CbS... , lt"C ICI~t 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 25 

Deoe~ber 28, 1943 

!.'J::HORAt.1Jtm TO TH~ S!.CR-TARY: 

There is submitted herc~ith the 

weekly report of Lend - lease purchases . 

Recent purchases of special interest 

were the requirements for the Russian 

industrial boller pro1:ram, lllso olothillf 

needs initiated by OFRRO . 

~JK:n~ 
tor of i'l'ocurcment 

38 
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Allocations 

Pur chase Authorize-
lions (Requisitions) 

o.ec;ui si ~ions :: leered 
for urc'nese 

CLHrat ions 
( Purc~.ase s ) 

Deliveries to Forei6n 
~overnnents at l . S. 
=>orts., 

, 
•. 

L:OliD- LEAS;: 
TR::ASL:W fJEPAR':'!::ll':', PRCCrP.:r::;; DI'i:!:l u:: 

STA'!::rE!:T OF 1.1 LOCt,':'IC::s, CPLI~k':'IO::~ (PlRv: />S?:S) AJ;D 
DELI'/E!UES TO FC:C:I ::;:: C.O'J:PJi:::!:TS 1.7 t' . ~. r.::R.TS 

AS vF D~c:: ~~R 22, 1J43 
( ln lillions of !lollars) 

Administrative 
Total u. r . Russia Cl.ina Exeenses 

~3\l'/\) . 1 <·1\idO .1 ;;1seo .o 109 . tl ~lo . e 

(3\l75 .7) '( 1:l?1Ll) (1558 . 13) (IOD .u) (lO.G) 

$33fA .7 .,.1752 .3 .;1333 .2 .A3 .3 
(3315 .9) (172\.i . 2) (1325. 9) (44 .1) 

.;;32'10 . \j ·l'tl 5.e -l302.d .... ,;::, . u 
(3240 .9) (1C93 . l) (1295.:::) (4~ . J) 

.,3lw.o ,:,l~C.:{; . 8 ~125b . l ... t;::. . 7 •• . 1 
(3004 .5) (ltMJ. 7) (1255.5) ( '::.. • ~ J ~o . ~) 

.;:15GIL 1 .,.10'11 .4 .;4~!!..~ .2() .1 
(154C .!! I (1055. 5) (44t3. 3) (2U . l) 

••lleliveries to l'oreirn ,..overrmenl s &t r. ~ . "orls do not include the 
tonnar-e t~Jat is elthor in slot•nr:e , "in- transil " slvra;c, or in the 
por t ~rea for• \'lhic:, oclunl recei:-'s 11cve not leer. recol vcd f r om the 
!'orei fll roverr.ment s . 

l'i scelleneou s f 
t:ndistributec 

,:;318 .G 
(318.4) 

.;;225.3 
(21C. ?) 

.;208 .7 
I ?Q" •) ,._ 0 . \) 

.,137 .D 
(13.:.5} 

-23 .2 
( '>•) ") 
~~ ..... 

},ote : :·i-ures } n }1HCUq.eses RPC '!:ose sh.._:;n 0!'~ f'OJOl"l Of JcceTt.er 1~, lQ43 . 
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SY.?LAHATIO.l OF IHrr:JtEt;cES 

The decreases shown in the China Col umns 

are a result of ad;ustrr:ent of requis:tions to 

uctunl contrac•s . 

•• 
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TREASURY DEPARTMENT 

INTEF> O FFICE COMMUNICATION 

O AT O Dec , 2c , 1~/.j.~ 

TO Secretary ~orgenthau 

"R"" blr . white ~v 
Sub ject: Exports to Russia 

In October , 19~; U. s . ex Jor t s to hussia totalled 
approx iruately ~f4o million dollars as com) &red with 
about ~12' mi~lion in the previous month . 

2 . Alllon!> the pri ncipal non- military i tees were: 

!'rucks, i nclu<.lln., services i.: repairs (';.-25 million) 
Canned meat ( ~15 million} 
• .. ool cloth and dress .;ooda ( 6 million) 
Dried e~s <. 5 mill ion) 

~ · fwlon<, the munitions sent ,.,ere : 

9~ n-, 
~h 

120 
466 

1 ,~~ 

• 

40 
2!! 

~-40 pUl'suit fi~ters 
P- 39 pursuit f1 _.hte1•s 
2- enf;ine medium bon•bers 
2- en&ine light bombers 
medium tanks 
40 mm. ~ti-airoraft guns 
soout ce.rs 
ordnance canbat vehicles 
anti tank guns 
90 mm. anti- aircr..t' t IS~ns • 

• . .. 
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•r a •· 1ML 

Tftl' le\\er olllao a lit, .......,.,..._ 
a pe~ all& JIIPlftw .._ at tM ..,... • ......... or...,....,..,.u-... ... ., 
., - 10, 1111, - --- ....... Sa , .. 
&ttl .. cl!ortJII .... I .-.. •• d o ... 

_ .. ~~r .... ,, u=- tall&&...._ 
,_ lAter ... tM ..,. .. IIIU '- "' 4M 
tell&&.,....._ 

(81$ ..... I.--
.... a..&, ........... .....,. 

a.. t n rt 'bnl' n a • . , ........................... . 
~I M 'h' ' I ... 
........ lhll ......... . 
't, ........ . 

OU/ t'be 
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0 1 ~-i l · -·· · · ·~ · ···· · · ·· ·' ~· ·· ...... ,.:f •• ,., 
FIVE..FiflUN 21d STREET NW. 

WASHINCTON 1:1. D. C. 

December 27, 1943 

Tbe Honorable Henry Morsentbau 
Secretary or the Tree1UZ7 
Roca 280, Trea1UZ7 Depe.rtaent 
washington, D. c. 

Dear llr. Secrete.ry: 

Attached hereto ie ;your peraooal and pri­
vate cow or the report on the status of tbe 
Soviet .lid Prosr...,, ae of November 30, 1943. 

This report ll\lllllll&rlzee the aid furnished 
to the Soviet Union 1n the period covered by 
tbe First and Second Protocols and the first 
f ive months of the Third Protocol. 

Very truly yours, 

~>~. 
Bernhard ltnollenberc 

Executive .ldrleor to the Adlli.nJ.strator Ot. 

43 
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Copy No. I.!lA 
SECRET 

44 

STATUS OF THE SOVIET AID PROGRAM 

AS OF NOVEMBER 30, 194 3 

Foreign Economic Administration 
Qf f i ee ef Le"EI Leaee AdFA iAistro~ 

Was h i ngton. D. C . 

•• ' 
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SECRET 

PERFORMANCE DURING NOVEMBER 1943 

November ohipaaenta t'roa Unit.d Stat.s and Canadian ports totaled 
566, 100 long tons , the largost total for any month since the begiruU.ng 
of the l"irat Protocol and 149 por<:ont of the 110nthl7 r&<~uire10ont under 
the Third Protocol. Shipaenta during the tirat five 110nths of the 
Third Protocol period have totaled 2, 323, 500 long tons, - 122 percent 
or Protocol rat. . 

Cargo shipped is eummarized as follows: 

November July - November 

Tons Percent Tons Percent 

U. S. SUPPLIES 

Trucks & Other Vehicles 64, 600 11 21.8,800 ll 
lletalo 92,100 16 419,300 18 
Cheaicals & Explosives 70,500 13 223,60CT ~ 

PotroleU3 Products 32,300 6 228 ,900 10 
Inaustrial Equipaaent 57,900 10 21.6,900 ll 
Food 173,600 )1 65),200 28 
Other o. s. SUpplies 51, 400 9 226, 000 10 

u. $ . Total 542,400 96 2, 21.6, 700 97 

CANADIAN SUPPLIES 18 ,500 J 55 ,100 2 

BRITISH SUPPLIES 5,200 1 21 ,700 l 

TOTAL s66,10C• 100 2, J2) ,50C'* 100 

• Shipped 1n Tankers 58,600 10 229, 700 10 

Shipments during Deceaber are expected to exceed 650,000 long 
tons with foodstuffs comprising larger proportions or the total . 

Present stocks and production schedules are expected to provide 
sufficient cargo despita tho fact that shipments aro exceeding Proto­
col schedules. 

During Nove10ber 416 aircraft departed from North America for tho 
Soviet Onion, 343 for u. s. Protocol account and 73 for u. K. account. 
or tho totsl deported, 58 wore shipped by water to llurmonsk, 99 by 
watar to tho Persian Gulf 1 44 by air via the South Atlantic and 211 
departed from Fairbanks over the Alook&n-81borian ferry route. 

Foreign Econom ic Administration 

December 21, 1943 

.• 

•••••• 

... 
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SHIPMENTS TO U. S. S. R. 

SHIPMENTS, ARRIVALS AND LOSSES 

1941 t 1942 

lilt lti.1BER OF SHIPS 
SAILING EACH MONTH 

1941 . 1942 • 1943 • 1944 

• 
1943 • 1944 

HIRO PROTOCOL CLEARANCES 
FROM U. S. PORTS 

I I J , 
'~OTOc;OI. RAh , " 

/ 

" , 
J . • 

v 
ACTU~ , 

J I' 

) 
,. 

l.i 
- • • c ~ • .;:f~ai~ll.:: i!f ~ 0 

1943 t 1944 

...... 
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EXPORTS AND AVAILABILITY OF SELECTED ITEMS 
CUMULATIVE SINCE OCTOBER I, 1941 

BOMBERS 

.... I •t•) 

MEDIUM TANKS 

J EEPS 

--Owonw, "'"' oto•loble ot 
u. 1. ctt~t«• of proct...cttOf\ 

PURSUIT PLANES 

.... I . ... 
ANTIAIRCRAFT GUNS 37 & 4 0 mm 

,......,......,...T"T...,......,...T""T-,-..,...T""T...,....,..,...,.., MOO 

II U I 19•1 

TRUCKS 

...... 
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SECRET 

EXPORTS AN D AVAILAB ILITY OF SELECTED ITEMS 
CUMUL ATIVE SINCE OCTOBER I , 1941 

~ ~ ~~~•,•u• Loti (n Ro!i le 
ArriYt f 

FIELD TELEPHONES 

STEEL AND STEEL PRODUCTS 

rr.::;;:;;;;==,;=;;::=i~f.i~~Jln-nTn , .aoo 

· ;;;; : ;•;l,-r·rt~l4 1· · ···· ~ 
1~7';-7!'~!!'-l~!,-..,.~~H::Y'E I , 0 00 : 

lt4) 

CHEMICALS AND EXPLOSIVES 

0 

7~0 ~ 
z 

~ 
"' ~ 

___ ouoi'IIIIJ MOCit o~o!loblo ot 

U.S. c t nltn or ''''ll' tlon 

ARMY BOOTS 

~~~++4-~~4-~~~~~~0I,OC>O ~ 

19 4 3 

: 
• .ooo'"" 

0 

>J>OO i 
1.&00 i 

"' ~ 

ALUMINUM AND DURALUMINUM 

FOODS 

I 

.. 
z e 
~ 
0 .. 
0 z 
c .. 
~ 
0 z 
~ 

~ 
0 .. 
0 
z c .. 
~ 
0 • ~ 

....... 
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AIRCRAFT OEI..IVERIES TO U.S.S.R. 
Octobet I, 1941 fo Hovtm~r 30, 1943 
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PROGRESS OF INDUSTRIAL PROJECTS FOR THE U. S.S.R. 
As of Novtmbtr 30, 1843 

h l&"'lta l lfi.M ? h<ogu 

N • Jr oJto&. .. , d.¥tlopM \Witr Wit mo.s PN\.oeol ~ ,..~ .. lo•.ut. C.oiliU.•• du\.royM. 
b7 \1111 o.,..a "'-1• H no CS.t llntd to prochaot ••&&Uoo «••• JIOLol' pt t.nd l~i,bl'lO.t.b.a oUt. 
n. ~" ' ' , • .,. . ..... to tot •pprorta~17 sn,ooo,ooo. •d4.hton• t .apMt.O \o ''' " t:25,1~,ooo 
"""' bMo ' "'""'-' ..S.:r 1.M 1'll..1nt Protoool. DleiMt rlna 011 Wit MUt.lo.t h ~"illf• 

nte S.ocmd h'o\.ool procna 11 _,.11 OMIIl• t.· on tr ... ••U• t.M U9,250 Nor\ &.o~ ...,.,,lal ~ ~· U6>,JIO tbort. '-ON Md t...o ...e. .... ,u ,l!l. , , plu\ 1:7 llo'l'-.liw ~. 
, .. UI,HO ahoir\ &oou n.4 .:.te tzport.ci. ~\ or \M .-.talne: \40M.I• tOIItl .l\t oC ..t•••· 
t .. ~a\.1, •P'" pan. ud. \uik """ QJ.elll • lU b. ..0. • ••U•'II1• lid- u. eoc1 et u. ,._,., 
a.p.t. u. •· ' "'""'"" ._.,. e.rri'f9d la ~ o.s.t.a. ,. •t• h• .... \.Ntu.. ...._ .ut cono.. 

'ftno Pf'Oibe:t.te. P!!:p'!! 

nr.u .,..,ooo,ooo proJ..et s.. 'WI pPSlt. u. a..ht. c...,,._, ..- ,...._ • au~ or 1,ooo,ooo 
alU\U'J' \l,h.ll ,.... ,...,. fNa Ua.1!' - • IIOIJltU tf IJW.\M\1.1 ~I' ... M\C"al ....Wr ~ 
,.... ........ Y., .UUM 141t &.ri- -o;al ..... \o U. UN ~\ .t U. ,..,.. llot.w ~ ~ 
-.. ............ ~ o£ Wt eqt1~t. flu bed IIU-.\1 ......... ,... IU•t,..n ... puc-1. o! 
u. ... ..,.s,..., -.. RfPI._, u. roN ,.t.a\ 11u t- *·"""' "'- , . .., • .u,,.., 111. ~ • W 
'- .... t .....U...W.t tr. ~U.. llot .t._.,., 1""· lillf.l-H ..,.. "'t.ac ~....._.. \eo u slot 1a 
ta.\&llt\W. 1a u.. g.s~a.a. 

.1.o~Uo llod: llpal lp'-

tMo . U,()OO,OOO proJoct b \.0 ,.rat.\ &\l~t1t tlpa..l. ,,.,, u_. ot a porttoa ot t bt o.s.s.a. 
nll,....d '~''-• 1'bt ~'CI1pM11t •Mil tut&llocl • l ll ,.Nl, PM WI' t an')'l.lll u,.elty on ....Stt111C 
nU h oWtie• • \tbo'll\ lac...,.,, or rollltlc t \0011. Tilt •1•"- • 1U """.tot ot dpa..l allli d p&l 
.,.ra t.lllf tq~peollt. tor )000 b of U.clq 4.S~ lal olllflo \ru\ aH,.,...UftC CIW'Ktlt tdppl.y, 1162 D 
•lllll• tr.O:II otor•c• '-'"'1'1 tupply, 100 ka tta,lo tftO:k prlllary ban .. ,. OI.IPPlr alld ,., b dOII\lo 
tract ot.orap t.u ... ry t upply. tqll1a--nt. It boltll .. do nalhobh a\ t.M ... n~aCI\IIh,.' pla.nt. 
,.., n\.J•hvt pttrcont. ot \lit proJMt. to ocbtd\ll.H for ollpor\ In Dot.._btr •• 

ro..r ,,.,,... 

Vndor t.llt Stoood Pro\.OCOl procru ~.ooo U' of •t.UOMrt •t.•• coNrottftrC ..;W.J!MII.t 11u 
bton Mdo o.....Uablo . 'fb.h il:lolodu nl.,. W'>!U oL~ • l-OW oapod\)" of to,,OO K'll' rllnllobH • lUI 
\M po\t'Ol.U. "riDU1' pro,l.oet a1l4 tMO W~U• \O~ltnc U , OI)O K• l'valobM d \.h tho U N Fl.ut.. 
n. ,_,.nOo:r ot \.bt S.oond Pro\ocol ~ 1.0\.0llllf :w.m l'l', •••'-''-1"' of -s.t.o ... ~ .N~e 
2~ p t.o , ,000 0 on tot" l.ut.o.llat.leA ao ,.._, \lt.l.h\1 plu\.o. O.Or (0 po~'"'" or Ws .q'81p,.. ... , ......... . ,.,..,.'-l. 

01o-1 ~:rattac ~t t.ot&llllf 1'-0!,000 P ,,.. )9 l_..,_liSU •~ bollut~ ..,,.,, bNe 
... a...U..W.o f.- upor-t. • 

.... ..- ~u..-\ ~ W11kr VII N ........ ~ Ms.,.. llrf.H ~ _., - \I'Ht. 

Dtolpiale; W ._,.w~ aro ,.,......,tac • ~.. n. .....cr--l.ot.o .t pNn \.1rc 
~~~~ .... " u f.U...t 

St.ol.'-'7 Sl.MII CoM-n.ttac ~,_a\ 
IMII!1la S'--~U.C 11\-.d .... t 
5\.a"-'7 Di.-Ml G.Mn.U.C ll;ld,...\ 
*"-~• Dhsd. "'"""usc 1\lli,...t 
~t.cU1~ !ltld.paon\ , . ..,. 

U4,)00 P 
217,000 D 
l06,t:s P 
J,l ,OOO D 
b ·'£0 p 
~-,UJ D 

T-.U\1'-t .. 1DduV1al ·~ bolla..-. .- Lra .. llticon. ..;;.u,...nt .-Ill_. a t u ,o::o,ooo u. elao 
"'tac ~Npp}tocl . 

9 \lle-t for tron aftd 8~1 lncii.••Lrr 

In • "'-• r to l.ru:,....• \.be w:t.plt of ttMl inp\1· aM ttn.lollH pred!M\s Ln ~ o.s.,,IJ. for 
\1M 111 t.ho ...., dfor-t, eq:lll~:M. .i.o t.te,c 111p!ll1N t.o o• pht.a .U.t\ .nd ''*" ~ turr.~.-coo, 
" k' ou nt en4 • iootU...n.ous -=luiJIMI'I\ QOWI\1-"1 \41 tpp.:ro•bat.11 lla ,ooo,OOD, Ft brJca tion U 
prop.uLna. Ona o~bt. 1.1• M.T'Obult a1ll "0 roU odd ,,..,,., • Ill bo 4oU.-arod bf •prt fll . 
Con.\nf\.1 U't balllc •cotittad to tiippl )' eqlllpMat t.o All roUt &lid tll'\lft...,..l btut. Tblt 
.cj;v.&,.,M .-111 OONist or 0t1t bl.oolltl!ll a ill, -a-1~ ptu •lid • r..U t.nd. tt.ruct.\lral a.Ul. n. 
•nu_... III"CCJ• ot 11 •tl'MCI a t app~t.lJ' 1:22,000,()00, 

J.l~i- JIOU.lllf MU}. 

n.lo 16,00C>,OOO proJao:t fw U. prod~tet1• o.t ol-hll• .... \ ffW \M IJ,I.S·II · d rero!t 
I.._"" Ma ~ -"-"11 ~ -t~ UM au.pUo. .r a t .... llt.oowt elUiillU')' ~111.~\ 

'ft.l_. ' " uoo,o::o .ue~ 1a - ••U.lac a_qiCIM.,. 
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STATEMENT OF VESSELS SAILED TO U. S. S.R. 
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ta:rco 11 be lac ~rrled, • tored, or d.1 ft.l'ted • 

Of \be 1,150 M.1l..1.clc.• tn. OC\Obtr 1 , 1941 to Jo.,._ber )0, 190, SlS .. ,. ~• bJ .&.aerleac 
..... t.. 4Zl b7 SoYi•t. •••aels, 19) by J.Mrlc.a '"'"le t.n.Mter:ecl \0 SoYiet r.p..sb'y, 19 
bf lrlt.llh •••••1• and 1 b7 a S..aiab ..... 1. ln addJ\1on to the 1,1~ aalltnca, ~re 

.. N 104 1h1~ tbat. 1M4e4 ~t.lal earzotl 11'1 VI• D.S . tor tha O. S . S.R. tc .editloa to 
the 64 lhipl lbo.rt abofl U lon, M'f'Ual lhipl tiAYe bHn 1\U'\IIt Oft t.Mlr returft YOJ&&:Uo 

ACTUAL SHIPMENTS COMPARED WITH PROTOCOL SHIPPING OBJECTIVES 

July- Novombor 1943 
FIGURE $ IN LONG TONS 

AU..nt.1o Paoltl o Tqt.&l 
IODI> ... Aou .. 

Pro\oOol ObJ•ot.h't 892,900 t,c.ot.,m 1,897,400 
Sbl ... l'lt..l 1,100,000 l,~;u.,ooo 2 , )24, 000 
SbJ,..n~ ~ J ot Objactl•• U)ll I.2.1J I.2.1J 

• 

...... 
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1.45 

STATEMENT OF CARGO SHIPPED TO U.S.S.R. 

Ao of November 30, 1943 

(TI'IoUIOIIdl of Gr" l Lont TOM) 

SECRET 

9 
5 .. 

DISTRIBUTION OF TONNAGE SHIPPED TO NOV. 30, 1943 
BY REGISTRY OF SlliPS 

, Soviet Ship1 
1,770,000 

26.0•4 

u.s. s•••• 
Transferred to 
Sovlir RegjstrJ 

1.401,000 tons 
20.&•t. 

DATA ARE GROSS LONG TONS 

U.S. Ships 
3 , 4 61,000 ton• 

so.9•t. 

-· 
Regraded Unclassified
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liSIIOR.I);OOll FCR TilE ASSISTAIIT CIIIRF OF STAPP, O.lt 

Bubjoott Argentina , 

.uc. 
IU.ai l!eo&Ch, P'lori da, 
28 Deoomber 1943, 

I . Tho ProbloJt. Tho f ailure ot Artontina to adhere to either tho 

lottor or tho opirit or tho Rio A&r•o•nt and tho oontinui~~~: deteriora­

tion or rolatlono bo twoon Argentina and tho Unitod Statoa cinco Pearl 

Harbor, tho • JUno rnolution in Argentina and tho riM to powwr ot a 

otrOQil)' pro-Ado or Arlo daal.natod roj;lMJ the otrorto ot Argentina to 

oro a to an anti•Uni tad Stat& a bloo ot South ~rioan republica; tho in­

crou i"4 catalogue ot untriondly and ant&&oniatic acta by Argentina 

acalnat tho intarooto ot tho United llationo balanced OCaitut tbo gaino 

by tho United Nationo trOll cclltinuill(l t r.do rolt.tiono with Argentina, 

oroato a problec or oooential military intarooto both ao to tho prooont 

... r otrort or tbo Uni tad . tionl and ao to tbo poo t-.....,. period. tho 

tollowins --.or andua prooonto in doteil tho oituatlon prooontly oxi ottac 

and reoa.aenda certain atro~~.& r.tali&tory M I.Wre• ahort or war to " 

t.UC.n by the United Statao with roapeot to tho .Argon tiM. 

1. O>'or all political and dlpl.,...tlo ohuation pro aontly 

oxiotin& in Latl.n ~rloa. 

a, GeDoral Attitude of J.atln .I.Jio rican Countrleo. lTi th 

tho exception ot Argontlna, which hao in gonoral tollooed a policy of 

non- coope ra tion md att&toptad to WKlorwJ.no United Stateo lntl\MDCo ln Pan 

~l'lOM att&iro, all the J.atin AMr ican go•or-tohava i!lpl- ntod tho 

Rlo Roaolutlono and cooperated with tho United Statal ln tho war attort 

ln nrylng clogrooa di.otatad larcoly by tbo looal oooru.ic and polltioal 

SECRET 
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lltuatlon. Arr;ontlno coo;>orattio hao J>.oD liaitod to aooorcl!a;: t1w 11n1ted 

htlono non- bolUgoreDt dgbto &Dd to dopr 1Yillll tho Arlo D&tiono or tho 

pr i•il•&• or oondtng oodod .. ooagoo by radio. Ar'oDtiDe econ~io aooi ot ­

anoo 11 oovorod tn paragrw.ph 3b. (6). Tho Contral American countrleo and 

tho I ol &nd ropublioo or the Caribbean dool&rod ... r OD t ho Axh a r .. 

wooko after l'oarl Harbor. Al tho-.gh not uoually talcine tho ini t latin 

in practical atep1 to actiYate theae deol~atlona , the ae countriea ha•e 

gene rally adopted moawroo wggooted by tho Uni ted Stateo and b&'OO per­

:oitted Mlrioon rorcoo to uao oxiotillll tnotallationo and to conatruot 

noooooary addit ional ODol. When Woxioo &Dd Bra•il joiDed tho ""'rt.G 

D&tiono in 1942, they both expanded their llilitary ootablh-nto and 

war production and i utenaified the antl• A.Xil M&aurea introduced 

earlier when their countrle a broke relatione ~th tho Axle. Brasil , 

how.Yer , 11 tho Latin Ame rican country whi ch h&e carried ita cooperat ion 

oloooo t to actual participation in tho war by I t o patrol aotivitieo iD 

t ho South Atlantic and ito trdnin& or tho B. E.F. IVith tbA! pouiblo 

oxooptiOD or Utu;~U"f which hu very little to otter but moral ouvport 

buod on i to tradition or dnooraoy at hcao, cooperation by the root or 

tbA! South AIMrioan oountriu has not boon "&l l -011t• . In opite or anti­

Al>orioan propaganda, Peru hao ll&ll&SOd to cooperate otoro tully and 

ottootholy than ll&llY ot bor noi&hboro, and Chilo , w!Uoh -• tha laot 

oOUDtry to broalc with the Arl o {20 January 1943) , baa given aati otaotory 

cooperation although .aintailllllc an attitude or rooonod oorcllal l ty 

t...,.rd tha Oni ted Statu. Bol1Yia ud Coloabia oonoidor thomoe1Y01 for 

all praotloal purpoaoo at war, yet noithor b&o talcon t h<o otopo necouary, 

&ccordina to tboir oonotitutlono, to make an out and 011t _.ol aration. 

Col .. blan cooperation hao dittorod only in do~roo olnoo 1 to adopting ot 

a "J>.llicoronoy• otatuo, and tho rooont ro•olution 1D 9ol iT1a hao ralood 

S ECRET 

Regraded Unclassified



S r:..Cr E 
doubt • &I to lt1 1\ature cooperation. V.rw &uela' l attitude ba• been 

olo11ly related to i te oil r uourc ... ito prino i .,.U oo!IV1bution to tiM 

...,., ottort, and Par..,..ay hu purouod poUoy or opportunUa 1D claalint; 

with tho Uni t ed Stateo, aa well ao ito noi&hboro, i n ito a ttegpta to 

l et ten ita eoonoaio dependency. 

b. Latin Aloerloan Fear or the United SU.teo Donination 

Arter the !far. The current waYe or intenoe nationolia in oeUaiD par to 

or Latin Aaerioa and the inoroaoing a ttompto to promote the ror.ation or 

I\IOh "blooa"' u .. Gran Colaa.bia" aDd the "Argent1De Bl oc" are in part the 

rooult or a ro•&nltonint; or the traditional roar or 11n1ted statu illporial -

1•. Bxoept in P·an .... wbero there 11 oonllde rable apprehenaioa oYer the 

pooolbllity that tho United Stateo will aalntai n Ito e .. rgonoy dot onoe 

tltea in th1 Revubllc &tter the war, •xvrett lone of thie fear ~ve been 

•• 

~Mode In the oountrioo or Central Aaer loa and the C&rib!M&n area, aocuoto•d 

to oubotantlal ooonOIIIlo dependence on the Uni ted Statu, oniy by individual 

poll tlolano attempting to ombarraoe tl10 rogi .. in their own countrioo. Tho 

11.111 bat been tn.te ot the oCNDtrlea ot northern South AJ»rlca. Mexico oon-

tinuoo to di otruot the United St&te o and boli ... eo thet the Good Noishbor 

policy will not oum ... the olootion of a ...... Aloerlo&n prooident. 11hllo 

t ear ot 11Dl t od Steteo poot-war doal.na tion 1o real in Chilo, Peru , and 

Bouador, t he Chiloano aro antioipatint; European o .. patition which will 

u ... o ito ooon.-lo dopandenoo on tho 11nitod Stetoo1 PoruYiano are clapoadinc 

on their own illprooed oconaaio pooition to guarantee their indopendenoo1 

and Eouadorano, thoucb oot!Yely oonoornod oYer the pouibility t!Mt tho 

Un1 t od Stateo r etainint; tho Oalapacoo Ioland baoo, tool t!Mt only throuch 

Al>orioon aid can they roaoh a oat iotaotory boW>dary oolution with Peru. Brasil, 

tradi tioully trion41y with tiM United Stateo and ia a particularly tuor-

al>le pooition beoauoe of bor war effor t , 11M 0~ DO oigiiO to date Of f oar 
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or tho Ullito4 Statu poot-ar polltioo. Arcontina' . prlnoipal OOJ>OorD 

h Ur>ltod Statu &14 to Bra• ll rather than ODY 4l,..ot doaination. 
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c . SUoooptibili ty to tbo Creation or an Anti-Unitad Statoo 

Bloc by Ar&ontina. Par~, Bolhia, Chilo , Un&ll\lay, Peru, aod Ecuador 

~•ld probably bo inolu4o4 in tbo propoood bloot Paraguay and BoliYia, 

boin& inland oountrioo and economically dependent on their noighboro both 

for . oypplioo and ~keto, are probably tho moot ouoooptiblo to ottorto by 

Ar&ontin&, i f thoro io any praoioo Of al\oYiating thoir oconQOiO oitu&tion, 

~ouador 1• alto auaeeptible On ecoooa1o &roundt, aa eh~ lacka toodaturta. 
• 

Chi l e ' a proxlaity to Ar~ont1.n&, their corDOn hlatory, and the ract that .. ' 

t.~oir ooonoaioo ..,., ocoopl-nt&ry to a lar.so doc roo - it particularly 

aua,eptible to Argentino ettorta, but Chile~• extreme national pride, 

jaalOUI)' of Argentina, and knowlod&o that the Ar,ontineo driYo a hard bar• 

gain o.ro ottoota to this ouocoptibility. UN£'"'1• with an ooon""')' almoot 

identical with that or Argentina and a population otronsl;o demooratio and 

pro-United Uationa , doet not avpear to favor an Ar.,;ent1ne bloc, but ita 

military woaknool and proximity makoo tho country vulnerable to Argentino 

o.ttook. Peru , otan4log alone politically in South Americ~. 1a probably 

the lou t ouocoptiblo to Argon tine otrorto, and tear ot antOGollidng t ho 

Pet"U.•iana u::J aorten Argentl.J:» atteepta to 1&1n eround 1n 2cuador .. 

Tha 1111ltitude ot contliotinc intoroot o, ol4 j"'louo1o• and antagon1ao 

Jtt.lce it dlttlcult to euTiaion acre tbL'l & loose aeeoolation of tbeae countriea 

at tho 1101t. Ar&•ntina 1f0uld probably firat oontr 1ve t o ootablhh oational­

iotio gOYOrnmonta, preferably doninatod by tho military, and then oot up a 

oyot.om or troatioo bilaterally between Ar~entina and tho other countrioo of 

tho bloc. By otroring tho other 10011bora particularly at tract1w torld an4 

lo"' contract• tor their producto in exohan&o for their promise to follow 

Argentl.,ua •a l eac1 in Pan Aae rican affaire, Ar,eut1na oould be suooeaetu.l in 

hor attoapt to u.ourp Ulli ted Statoo leadorahip i n a lar~;o part ot tho bonia• 
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~horo unlo u tho Un\t.cl St.t.o oan -t.h quicl<ly one! oooaplot.ly t.;. 

cl . Gonu.n ProP"!!anclo Line Md ito Ettoctiveneu. 

(1) Argentina allowo pro- Axil prop-.;anclo to tlow into 

thlo homilpboro. Pro- llu i propagancla organi&ationo have their boadquart.ro 

In Buenoo Airu, and diuominato 11&&1 ideology thro\l&hout Argentina and 

Latin Alllorloa. Tho propaganda 11 derlnitoly anti-United Stat.e. Ar~:entlna 

tYbduet pro-Allied •ehiclea or prop&&&nd& and newa revealing the Allied oaua8 

in Ito tr..o l i ght. 

(2) Gonun prop-.;anclo, In addition to ph.yin& up tho 

Dl gbt or Conat.ll¥ and her Alliol, hal ClO'I'Irly prol00t4d t ho C&UI O &nd 

trlondohlp of groupo or p80yl0 and I!OVI..,..Dtl who are in lyc;>&tl\Y with 

her tyttem. D1•1a1onlat propaganda, pl~n& on th& ~~•ae• and errora 

ot democratic peoplee, enco\Jr-.gea the growth of local lla d -type partiea 

whicl'\, whil e reaolutely nationalist, are n•1vertheloaa a part or the Jlaa i 

chain, Tho propaganda hao boon very orroctlve In that It has kept aovoral 

oountri11 Internally dlvidecl and hao loooonocl thoi r aoolatanoo to tho Unltod 

Nationo. (TAB A) 

z. Argentina 11 a tool bolng uud by tho lfuil to cruto a 

dhoroion In Latin Aloorica whi ch rill oauu tho Uni tod States t o 

4h·e rt 1 ta concentration tram tM uin war effort. The pro- American 

Bolh i an gO"fornmont 11 tho rirot country to t-.11 in the Uui- lnop\rod 

Argont\no plot to creat. a bloc ot South AMrlcan countries whlob will 

follow a Ceman-dlrect.d couroo agalnot the Uni tod Statoo. Argentina 

will cain adhorenta to tho bloo by winnin& ovor Latin ,\merican covern• 

monte or by overthrowinG them. Flattery, threats , coercion, tear ot 

Co.nunlo=, ool•ll\ll•or-tho-no~th poyobology, jealouoy , trado t roatloo, 

l t lld•leaae en-.y, nationalim, eepl onase, and aoney are all bet.Dg v aed 

by her 1~ l oadoro 
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A lor&• part or bor ottort 1o throur;h hor a1Utary and nan.l a ttachoo. 

Uoay or her aoot prominent otticoro havo boon aooignod to attaoho duty 

a.nd thdr atatta han boon heaYily inoroaoed. (TAB B) 

a . The Bollrtan Re•o~1 On 20 December 1943, r"ftvolu-

t1onilte und.er the leadorehlp ot Victor r aa F.1tene1oro overthrew the 

GOvernment ot Bolivian Preaident Penaranda and organited in i te place 

• Junta, oomyoood of tivo ArQY Majora and aix civilians. Evonto load-

in& up to thie coup d'etat preaent atrone evidonoe t o substantiate the 

follmnc; atatomnta: 

( 1) The revolution, olthouch it utilited the existing 

political oppeoi~iOD in Bolivia tor ita popular aupport, •• hetched 

in Ar&antinal hi&h ranking Arcontino ottioiala, including Prooidont 

Rao1r•z , ~iar W.niater Farrel and Colonel feroD • re aware of the r e 'Yo• 

lutionary plot ond supported it to tho extent or offorinc financial 

and othftr •ualatance ' prooinont Arcentine and Dollvian pro-l:azil aided 

in tho planninc and poooibl y turnilhod finanoi o.l auiotanco. Amon;; tho 

plonnora waa tho liati Party Intolli&onoe orcanltotion (Sichorhei todi ouat) . 

(TAB B) 

(2) Tho now Bolivian Rocimo ia Nationeliotic with oaoo 

indlO&ti CDI of being totalit&ri&n. l 1&D,Y MJ:lbera of tlle preaftnt reg1M 

are pro- Axle I '""" are anti-Cnitocl State a. (TAB 10 

(3) BoliYia ' a tall wao duo to Art;ontino aid. Tho 

rovol~tionari ea were furnished arma and money, And promiaed food and 

loana it their revolution waa auooeeatul. Arcentino and German kgenta 

collaborated with tho rovolutionarito in contaotin~ and bribinc Army 

ofticere to activate the revolution, SUoh wa1 the revolutlonariee 

indt btodntoo to Gorman agonto in Argentina that thoy oent them report• 

on tho procreu or their plana. (TAB B) 

(4) Fr eliaiDAry contorencoa botweon tho Rovolutionioto 
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and c..rr..an -.;enh pl&Dned to pl~>Co the bl""' tor thlo rnolt on tho 

t nltod Statoo by aoano ot propaganda doocrlbiac tho Boli•ian conoplra-

tor• aa Amarican agenta deelgnated to aet up a puppet ,overncont in 

Boll vi a, 

(5) J(aporto on thn reaction I n other Latin Amoricon 

ccuntrio l to tho Bolivian r evolution Indicate that gon•ral opinion 

throughout Latin Aloorlca rocognl&ed the ovont to be 11 .. 1 inopirod and 

Argentino aaliated. Sons annera pr9pheeied aimilar coups ttoul d follow 

in other countrioa. Thsso opinion• provide aubat iU\tlal aupvort of Uut 

theli a that Ar&entina and her t:a.:l eoll&borAtora are prcrrokin& aerioue 

t roublo t or tho u. s. in Latin Anorlck. (TAB C) . 

b • £E.!.!.!. 
( 1) Since the lnotltution or tho Rami ret reel~:~~ tho 

iocro&ae in Ar&entln.o.' s effort a to ootablleh cloaor relations with Chile 

h•o boon oo marked ae to rovoal a dorlnlto Ar«ontlno policy In this 

direction. )!.oat or the se efforts have boon open and p-ublieitad but 

aome are believed to have been conductod olandoa tinoly. Tl~ i~pulao for 

tho rappro•chec::~ont ia belieTed to como motJtly f r om Art;entina a1 thout:,h 

appearinc trca proaa reports to be J:Ntual. £ '.! 0\. A.laiat1nt; thl a 

rapproacheaent ia a t e ar harbored by •MY Ch.il~ana that tJae United Statea, 

becauaft or ita iaolat:icmiat croups, ~SAY r e•ert after the war to a polioy 

or aelt- inter•at and l e tting other nation• ah.lft tor themaelvoa. 

(2) DuriDC tho paot oix oontho the Rloo Adnlnlotratl on 

in Chilo heo been throatonecl 'dtb oYOrthrO'It by a Nil! tory coup d 'otat. 

The mlllto.rloto hno beo0110 incroulngly al..,.,.od over tho oontinuouoly 

growln.c otron&th ot the COIDUJ>ioto in Chilo ond a any of them aro ad•o­

catee ot ••••re repreaa1Te .-aa~r•• whloh the Rloa governm.nt b&a, to 

date, boon unwilliac to tol:e . It 1o ropcrtad that Gonor&l Rawson, 

Initial loador or tho Argentino ro•olt, Tioi tod Chi lo boforo the 

~£e-RE 
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.VGntino ooup and talked with Chilun Ol'l'icoro recardiJI& a joint 

ro•olution. At that tiM ho wao re lU .. d, tho Chiloano .Untai.ninG that 

dooi rod rotonao could be accoapliobed oonotltu tiont.ll y, but oince then 

thoro 1o uidonce that tho plotting againot the Rioa ~o .. ,_,t hu 

continued and tho plotter a are reliabl y linked with the "Colonola" in 

0rgontina and ol milar group& in Bol ivia and Poru. (TAB E) 
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(3) In Chile, Ar&ontine propaganda otrorto are directed 

towarde all olaaaee or Chileans, and l~v• lod to the coneideration of a 

Cueto•• ' UniOD between the two countrlea 4e t1pod to eventually do IIII'&Y 

w1 th cuotomo barrie to. Argentina h&o offered Chilo her aupport q;ainat 

C-=w>iaiDI a .UU tary alliance againot the crowing power of Brall1 her 

aaeiat&nce it 8ol1Yia atteapte d to aei&e a ••aport, and a cutual alliance 

a~ai not u·nttod Stotoo i .cperialiam after the war. She has aont a otrem 

ot •tpl~atic m1aa1on&, ·~ otticera and asonte of various typea to 

Chile to contact ouacoptible Chiloana , to propaeandi•o against tho United 

St&te e, and to apy on Chilo , Ar&entine underco•er aot1•it1ea have in• 

eluded the oulti•ation or rightioto ouoh ao Oonoral Carlos Ibano•, 

dt.nte roua local Na111 euoh u Jorge Oon&al•• von Ut.ree a and others or 

aiailar tendeno1ea. I f Chile•a vre aent &O.,.ertUDOnt tails to aat1aty th• 

Artontinoo, intri&Uo end rO'folution will pouibly roll.,., ( TAB D .!< l') 

o . In Parapuq, Arc•otl.na 1nep1red a.n aborti•• ~'"••elution 

on 18 Auuuet 1943. Subooquont to thio failure Ar&ontin• baa o t ronct honod 

ito ar~ alone the Paraguayan border and baa apparently decided to atter.spt 

to win o-,..r the preaent Par&Q.lay'&n &overnmont to ita aide. I t hu 

luiobly entortainod Proaidont l!orinigo in Buono• Aires, and domonotratod 

ito r.silit~y otrongth to hiiD. Argentina haa i natis•tod DOGot1at1ona t.warde 

a cu 1tome union~ haa aent apeoial nieeSon• for tr~de and agriculture to 

Paracuay. p,.r&&Uay aoo100 willin& to Uaton to Arr;ontina' • pr opoai tiono. 

{TAB F) 
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4. In UM!j,'U&Yo Ar;entiM ottorto ••- di rected tcwardo 

cult h aticn Of diocontontod aDd pro•J.xil ole .. nto throuj;b tho UIO of 

trolnod aconto. Argontina 1o roportod to bo concontratin; on ootab­

Uohlnr; an .. plon"l:• oyotoa in Uruguo.y compoood of naturalized Uruguo.yano 

or Argentino extraction. The pouibllity of an Arr;ontine attack upon 

uruguo.y oboul d not be overlooke d. (TAB Z) 

•· Penu In Peru, Argentina 11 uaing he r atarr ot 

SJ 

¥1lltary Attaohee •• prov&gandiata •nd opiea to vromote her cauae. Y-arehal 

Bonavideo lo reported to be hor ooot likely proopeot to load a Peruvian 

IOOYOC>Ont tc..,.,.d bor aide . Argentina 11 not nw anc1 haa not been in recent 

year• conepicuoualy popular amont; Poruviana. The TlOakDoaa of tho Prado 

Government - - ita graft, corruption and dictatorial euppre1aion ot 

democratic llbortloo -- however , may At any t laa be oxploltod by woll-

oolculatad propAganda dlrectad at aroualng tl•• atronr; lfatlonallllll of 

Peruvian llllltary leadore. Dotlni to proof of Argentine activity In thil 

recard lo lacking but In August 1943, a pADphlet quotlnc a prooo Interview 

of General Rlllllru In 1'1hich he stated tho oouooo and objoctiv .. of the 

Arcontlne coup •• widely circulated omon~ tho Peruvian Arr.rJ. Attributed 

by oou to the Argentino Enbaoay, particularly to tho !~llltary Attache, 

thh puq>hl ot urged tho Porurtan Anry to follow tho example oot by tho 

!rgontlno ailltarlot o •to defend tho d .. ooratlc and republic Constltutlon 

ot Peru and not pel"''lit the enthronement or tyruta without c:onacience who 

h&Ye made the country a feudal land tor their t&miliea and Sheir cronies." 

(TAB F) 

t. Ecuadoro AtgonUna • • otrorto to mt.intaln her vre otlgo 

and increaee her intluence in Latin ._.rio• hav. epread to Ecuador , 

whore thoro 11 lncroaoin; ovidonco or a dotarained Argentine policy 

.dooi&nod to comont ArgentlM•Eouador lan rolatlono , ""11• at tho 10110 

tiM curbl!lll UD1tod Statoo !ntluonoo In tbll country. Ar&entlna' o 

EG.~E 
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~a.otration hooretotore baa b .. n 110otly ooonoaio , but dlpl-tio and 

polltloal activity baa aloo boon noted. c-rololly, Ar&entlne lo 

Ulcln& odn.nt.&e ot tho dhrupted e oonoaio oondltlon of the countriu 

at war, lncludin~ the United Statoo, Diplo.atloally, the Argoatineo havo 

a relatl•oly oaoy job, They oro molcin& dofinlto ottorto towardo 

cementinG cultural and traditional tiea, which are much stronger amone 

Latin American countriea than between any one J4•tin American nation and 

the United Statoo. Politldally, lt appaar o to be the policy of aliena­

ting Ecuador fron tho United Statoo by any moan& practico.ble , Thla h 

dono lar&oly tlorou&h anti - AIIorlcan propa&anda , and particularly through 

pro-A.r, ont1ne propa&and& which aupporta the ArGentine preo.iae that 

Argenti na lo tho aaturU leader of South Aoerloa, 

K• Colaobia: In Colombia, Argentino prop"'anda currently 

alma towar\1 tho dnolopment of oympathy w1 th the Argentino 1 tand, 

3. Argentine Government ia atron~ly kntagoniatic to the United 

Statoo. ••· Politict.l. (l) Preaont Admlnhtratlon. The 4 June revolt 

h now bollovod to have boon pr ... otod by the 0.0,11 . (Government, Order and 

Unity) , an organl&otion ot ~ officero bound together by little ~oro than 

54 

an oath or mutut.l allegiance, l .otually, a ...Ul &<>••mine r;roup within G. C. C. 

h ullng thoot organloatlon to turther Ito plano for a otron;; notlonallot odll­

tary oligarchy, and ~rhapo oubooquently a poraonal dictatorship. Thh 

&roup it belieTed reaponaible tor cabinet ohane••· .-itohea in ~ cocmand1, 

aajor eoonOIIio and 1ocial chang••· and 1ntornnt1on alona; tot.cllitarian line• 

In nearly e•oYy phaae or Ar6ontlne life. Tho loa~ero, pro-Axio and anti­

United Statoo moot prcainontly ,..ntionod, are Colonel Juan D. Peron, Chief 

of tho Wo.r lllnlotry Secretariat and !load of tho Seoroto.riat of Labor and 

Social Wolfaro1 Colonel Emilio Romire&, Chiof or Pollee or Buenos Alre11 

and Colonol Enrique Conulea, Chlot of tho Preoldential Socrotarl&t. 

Pre•1dent Raoires, Vice Preoldent Farre ll, and Colonel 

5 CHt:.l 
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do ta.yo ·, a.rrhon are aloo pr..Unent -bera of o.o.u., but their !nfluon .. 

at preaent 11 aubordin&te to th&t or t he other three . 

Now bol dine the poolt1on ot JOOSt powoerl'ul indh1dU&l ..... bor or tho o.o. r· . 

11 Peron • YOUD&• athletic, ua.bl t ioue, toroetul, p4traeYorinr; - who by aheer 

roroo or poraonal1ty aooma to be able to 1mpoao h!o will on most of tho other 

, ovornment l oo.del"s . He ia a Nationllliet by oonviotion, an avowed onemy of 

Communlom ond foro1~n capital, rund unfriendly tc tho Uo1tod States. Thoro 

11 cona!dorablo j ockeying for pawer w! thin th• h1oro.rchy, but at pre sent 

there doe• not &1-lpe&r to be a;u,y real 1oh1a. Therefore, whother or not reran 

ahculd tal l f rom power, t hh J.nq , roup appot.ra tln:>ly Intrenche d. 

A d .. oorat1o aan!tootc ur~;~ adherence to the Conet1tution and tc 

international aGreement• waa atcned by a n\aber ot prcainent Argentine• on 

16 Ootober 1943. On the aame da,y , three new cabinet otf·icera were appointed, 

one or whor:1, the Yinietor of Justice and Public Inatruotion, waa Gu.at.avo 

~a.rtlno& 0\IT!rla (Hugo Tieet), well-known for h1a pro- totalitarian and ant!-

S.mi tlo vlew1. One hour After the owaa.rin& in of tbeae minister a, all govorn• 

oont vaid off1ciM.la who ha.d aign&d the dMoor~Atio manU'esto ttere ordered 

dlalond. Largo nUlllbera of dhtlngulahed \oaohoro, profeu1onal "'" and 

t clentiete were &ttected by thia order, and the action constituted a aer l0\11 

tlv-oat t o tree opoech and the Intellectual Ute of tho country. 

~ith but two exceptiona, eYery Cabinet officer 1n General RL~rez'• 

f:OYirtiMnt ie a lllilitary ottieer, ArrAy or tlavy. l!aoy haTe tpent yoara in 

Gonao.t~f 1o otf1o1al capao1t1ea and aomo h"TI oervod with tho Gorman Arr:rf• 

All ot the Arm1f oft1cero ht.Te been tn1nod by Oonun !!Uitt.ry l!1 n1ona ln 

Argentina and all Cabinet off1cera are oona1derod pro- totalitarian and 

anti- United Statoo. Tho l!1n1ator of l"ill&DOI Ia tho only Cabin•t officer 

who hu had any trllinin& whatoYer 1n poll tical oolonco or gonrnment. 

A l'urthor ·~ of llt.•l 1ntlueuco on t he Argentine Govorlllllent can be 

obaervec1 in the support it reeel••• t roa the pro-:la&1 neWI)Japor, !!,. Cab1ldo. 
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Tho propr1otoro of thi o dally •ornlftl: newuboot are pro-totali tarian, 

~end t Pltar;lbbon, ad• ertlaln;: canager, otat01 that the paper h&ndl u ad•or­

tta lnc only tor tin:~o on t he blacklist, and that It Ia going to oupport any­

one tuorlr15 tho !lationallat cau10. g £!!!!!.d.!!. o.lao toke a credit for rorclns 

the ru lsnatlon of Storni. (TAD G) 

(2) There Ia atron~; ovldenoe lndloatln~ that thn llazla 

at leaat partially control the prtuont Arguntine Govornmont . By meant or 

loMe, bribee , &nd finClllcial trw'\laotiona, the Ha'il havo a hold on certdb 

mdoborl ot tho G.O. U. It is believed that in ordor to avoid or;oaure and 

ronain ln VOl'"•u·, ttoy follow Uaz1 orders. (ZAB 1:) 
.• ' 

( a ) It Ia reported tbot tho Como.n ColCOif In Buonoo 

A.lrea ia aaaeaaed a. monthly 1\.U::l t hat rune into large fii)Uros, and over halt 

t hla w.ount Ia usod for Arm)' of ficer craft. (TAil II) 

(b) Aq;entino Army orticoro are reported to win 

l. t.UfSO ewu ot l'!loney at the Gorman Club in Ruonos Airl!5 , having rec:ult'l.r' anti 

peralotont cood luck . (TAB ll) 

(c) Ar&ontino offlcora Lro rovortod to bbtaln ~loana" 

with oaee at German banks. Problsch, Proaidont or tho Argentine Ce.ntr·• l 

B&nk:, 11 believod to have been remond booauao or hie completo knowlodf:e 

thoao loana. (TAB B) 

b. Scon001ic . 

(1) Argentino Ia boln& uoo~ aa a cache tor tho loot or 

leadil\6 Nula and will bo tho haven for thei r persona 11hen thoy loao tho 

war and ht.vo to l uvo Europe . (TAB I) 

(2) Argentina lo ronderlnt; positive econoalc aid to 

tho OenttM war ettort. 

(a) Arsontlna o.llOWI horaolt to bo & baoe of 

operation• wherein -=nJ.!Zlera •n&aa•d in cla.ndeatine purch&sea or d1artonda, 

pl&tinUI'I, &nd aater-iala rl tally noodod b)' tho 1:az!a ""''f concentrate 

SE.(jr l: 
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(TAB It) 

(c) Carloo Uoyor Pollocrini and hio asaociatoo 

are probably handling the invootmont or Axle wealth in Argentina. (TAB L) 

(d) F'ritl Mand~, former Auotr1an munition• manu­

facturer. 11 now in Ar~entlna actively enca&ad in founding an Argentine 

munition• 1nduatry. He was able to romovo $12,000,000 trOQ Gonoany with 

the conaont or tho GeriiiAll government. 'nlo Pronch Deuxiege Bu-reau r eported 

ho wao on lliolion for Gon:>an ~;ovolUli'Oent. (TAB I!) 

(• ) Rataol.~ and Prancioco c .... bo, woaltlly 

Spt.nlvda, nOft in Buenos Airea, are revorted to be poasibl e adYiaera .nd 

director • of .uie f1:\anc1al mo·,os in Ar&ont1na. (TAB !i) 

{f) Other inotancoa. 

1. f\ande of Gerrn"n and Vichy Fronch origin 

leek lw.ven in A.r&antina •d th COO}>"t&.tlon Of Artsontino llo.nkint; houMa. 

a.. Vichy Pronoh I nvestnenta in Argentina 

are being carried out by Rona do Chambrun. HoldinG conva.nies are being 

orga.nlud to conceal trtLDa&ctl ona carried out on behal f of th., Germane. 

(TAB P) ... 
b. ~rto on Goman '\hhuoy Punda 

and pri•a te Qeraan inYeatmcnta ahow ArE•ntina doea not hara theae tunda. 

(TAB P) 

o. Report of largo amount of Axil 

money 1n Ar~ent1na brought thoro by Spanllh bo•ta. (TAB P) 

d . Paaou&l Jtormanoo, Ar&ont1no Bankin& 

houoo ouopootod of opor•tiono in oooporation witl AXio 1ntoroat. (TAB P) 

• · Report• of Go~n-Arsont1no trade 

•rranco•onto ohow atrong tioo between tho two countri oo . (IAB P) 

2 Aruent1ne porta aern as depots rra 

tE 
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which SfHU'I•h ond other neutral ol\ipo carry war 111\t<lrlalo Md courlora , 

t ntae• cl in ttp1on-.e aet1v1tiea to AXt. t ~urope. He r own ships and cr••• 

.. artioipate in coaat.al. t raffic wloloh aide the A.Xla. Argentina lt:norea 

tho provlalono of tho l"roolaimod Lht and protect& Axio-controllod tlm o 

10 l l otod. (TAB 0) 

(3) Uoe of Spwnloh Sh1po to Carry Gxport o ao well ao 

s~pgled Oooda tor Go~ uae . Spanlth ah!pa are used to transport courlera 1 

D~Ubilod goodo and noodod otr~te~lo material a for Gon .. n uso . (TA9 ~) 

Laroo quantltioa ot graine. =•at, fata, and hldta have been shipped to 

Spun. Approxll:lataly 955C ot t ho connodH1oa Hated In TA9 R wore ohipped 

In Spaniah bottoJU and tho princlpd porto or deo tlnatlon ""ro Bilbao 

and Barcelona. Poll t iTo information concom~ tho tlual doat!natlon or 

thett export• it unavllable but there are etrone indicatlona that lar'e 

quanti tlu ot thoao Argentino produotl did not rol11&1n In Spa.ln but ""ro 

tranohlppod to tho Axlo or AXIo -oontrollod oow>trloo . Dot allod lnforma-

tion OOftCtrnint tha amount and aature of COod l ll!lUt;(~lod fr'om Ar~;ent.ina 

to Spain Yla Spanith ahipa ie not available. However, t he evidence 

ooncornln& thia oubjoct is proaontod in TASS J and q. 

( 4) lndi oatlona eziot or poooiblo aid to Axi o aub-

aarinoo at oea. (TAB S) 

(5) Food and Critical llatoriala Sold to Unl ted Statu 

and Britain laportanco of SUch .Ud in tho Total SUprly l"roblem of tho 

Onltod !latlona. Argenti na b&.s aided tho un1tod St atu by supplying hor 

ont iro ozportablo aurpluo or moat and ecg• ao well aa largo amounto of 

.... 

wool , and loooer a.ounta of quobraoho oxtraot (tor tanning) , dai ry produoto, 

poultry, troah tru1ta, linoood and other Tos etable oila and exporting to tho 

Unl ted State a all hor tungoten. Since it Ia not known wb&t tho to~l aupply 

n .. da or tho Onl ted Na tions aro, I t 11 U.poaliblo to a tate j ust h <IW U.portant 

Ar'antlna •a oupply 1o to tho who~ aubjoot. Jl~ .. or , It 1a bollovod that tho 

~t_u·~ · c.. T 
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food Winiotry in London dopondo on Arcentino food for well over half ito 

n qul roMnto. It h probable that ArcontinA euppliu about 75~ or the boot 

to tho Food Uinhtry. S011o or the l"'rohauo are -do with tundo under Lend-

L••• • and United Statea troop• in the European theater eat Arsentlne aeat. 

(TAB T) 

a, l!ilito.ryt Tho oonlidoratlon of ~ouiblo Argentina 

All iu in &n aoti- Dra ziliM coalition hao boon lind tod here to thooo 

• 

oou.ntrle• -..hich a roali. atic Art:,entine covorrutLOnt could be expected to 

eecure aa either activo fighting or paaaively •oqu1eao1ng Allies prior 

to aaking a aerloue effort to engage Br&lllJ na.ely, Bolivia, Paragu~ ' ... 

o.nd Urucuay, tho laot boin& tho :>Oit important. 

(1 ) Order of Battle Ar&onti na IUld possible Ar:ontine 

Allloo. (TAB U L~d overlay). 

{2} Order of B~ttlo of Bra&i l . (TAB V and overlay), 

(a) ~~-t of dlapatoh of 8razll ian Bxpedition~ry 

Force upon Bra&lllan strengtht Prooont plone oallin& for the dispatch 

or a Dra&illan P.xpoditiooary Porco onvloa&o one dlvl elon by May 1944 at 

the earlle1t plua obe air purauit aquadron. and vo•aible tater di apatch 

of ao ..any ao two additional ground dln olono at an lodotiDito date, 

The orsanhatlon of the lat &xptdl tionary Dina! on il procoedln;; a lowly, 

~th preparation• centered on Rio de Janeiro. The contin&enta or ortlcera 

and Mn aent there froa. varioua varta ot Bre.dl to join the Wlita ot the 

expeditionary 41rlolon are believed to be rolatively mall to date, and 

thoro 11 no indioat ion thllt tho eoldioro dthdrawn from oota'bliohod orsanl-

&atlono oannot bo replaced q11iol:ly thro11~li the operation of tho nomal con­

oorlption •rotoR. ?h• gravitation or a number of tho boot qualified 

Bra&ilian offioero to tho expeditionary divlolon(a) may 'be 1njurlaua to tho 

lll1l to frota which they are dr&llll frca tho Northoaot and Central roelono ot 

the country reepoctlvely; tbeae cU'rialona, howe..-er, aro not yet eYen in the 

.::> t:. 0 R ET 
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toraat1YO •t.&•· Bra&il' o txp.ditionary F01'c. 11 to be equipped wHit ne• 

utorlel on arriY&l abroad: tho ll&lliau:t probable expedition (one d hilion 

plul oat pur1u1t equ&dron) doe a not avpear to repreaent an inordinate drain 

upon her pre•ent mill t&ry • tren.sth, ei tMr on the cround or in tM air. 

(b) Capabilitieo vio-a -vio Argentina and oo&lition 

of Argentino Allie•• Bra•il, onjoyins a &round ond Air ouporiority over 

Argentino il believed to be thorou~hly O&plblO Of defendint; hsraolf &&ainot 

Argentina and her possible Allie &. (TAB 11) 

(3) Ur i!Q\Iay: Eotim>te of capabilities and probable 
• 

aotion. Urur;uay 'o aajor e&pability 11 political rather than ailitary, 

lnaii::IUc}. • • hor ~ re.,.r oaant• 11 ttle JDOtt than o.n internal poi t ee for ce 

' .. 
while her territory repr,uenta a buffer betwo.,n Bra:.U and Argent ina and 

the prob11ble corridor for an attack: upon oltlutr one by the othar. At the 

p ro attnt timet Uru6U&Y ' s political s:nnp&,b1tl arft <1loaely allied to Braz:U 

t.nd it .;1 von any f rGodonl of choice • aho \,.ould favor Brad 1; h01tuv"r , any 

Argentine aup~orted and inspired chanco in Uru.guay • a covernment mi;~ht auooeed 

In eocuring tor Argentina tranai t privilegos for luJr itoops up to tho Braoilian 

border. 

( ' ) Pltth Col u:.n Gr.,..po in Brull aa Possible .\rgentlna 

~· Tile lart;e ee .... an e olonU a in aouth !lrazll IM>ve been erfeetl'flly 

Otl&nittd into Fi.ttb Coltmn c;roupa o.nd are Cllpablo or ronder"ing auvvort to 

an Ar&•ntine invaaion ot Bra=il . The large Japanoae colony in 5outh 3ra, ll 

la well organized and would render active aaalatance to an Argentino 1nv&al. on 

ot Brasil if ordered to do ao by the Japan••• Hi~h Co~d. The prc -Axia 

Italiano and Spaniard• in Bra&il aro orconized and, being closely aoaooiatod 

wlth the Go~ ors&niz&tiont ln the area, ar o capable ot rendering ataia-

t anoe to an a.naed inTaaion by Argentina. 

The ir ,roup• wwre ornani&ed for t he purpoae or 

invu ion ot Bra&ll or r.ulatins Uationaliltle pro-.udo 
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In oohln& eo~;t~Q BEGlth AJ:orlea ao poulblo , 

(TAB X) 

(6) Poao ibility of oreatin& Axia- lnaplred dlvoroion 

fraa our main war effort : Unlou the United Stat01 fails to aoo the trap 

which il opparontly be in& cot for it o.nd proceed• w1 th a dinralon on ito 

own oocount, it ia bolievod that thoro ia little likolihood of an active 

(j j 

military divora1on ari1ing out of the Argentine eituktion. As has been aeon, 

the moa t likel y eourco for such a diver•1on would be in a war botweon 

Arcontina and Bra.&il but, as alae a t& ted, Ar cent int,, even w1 th a coabinat1on 

or all poaei ble allied, is no t atronc o.nOUrGh to ens,a~ in such a war. Only " .... 

ln deaporation in an atter:;pt to diver t attention t r o=s internul affaire would 

the pruent Arsontino t;ovommont att<lnpt it , 

Other poso i bilitleo f or ouch dlversio~ry effort 

are an Ar()OHtino attack on Urugua.y, u.nd a DoliviuJl o.ttoopt to nreet • 

aoovort ftOJtt Chila or f e ru by force . It i s bol i ovod, howo"!or, that 

Argonti M will atte!'pt to gun a friendly novornmont in 1Jru{;Uay by fomontint 

a revolut ion rather than by o.rottd forco . In o.n a.ttanvt for a seu.port. 

Bolivia would be met by tho Chileo.n or Teruvian W'r.ly , ei thor of l'lhich Ia 

nore than a match for the Bolivian amy. 

A .dlitary diver1ion 11 ~Are~ore not considered 

probable unlo11 the united Statee lll&l<oa tl.o firat warlike """· 

d, Eapiou.age and SUbver-.S.ve A.otirltleat Arcentina, under 

Ra:niret, continue& to suvply & bt.ee tor AXil oapionat;e oporu.tlone in thl1 

hemiaphero. The German Embaaay wnd ita C~anael lor , Pochhammor , are believed 

to coordinate and mana&• eepion•&• aotivitiea. (TAB Y) . 

~l) Bpenoa ,Urea h the center of !lui aeti vi tiu in 

l.atin America. (TAB Y) 

(2) The Argentine u piona&e rlnl; togetl-.er with Coi'IO&D 

&etDta collaborated rlth tl:e Bolinan rnolutioniata. J ust prior to tho 
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r••o lu.Uon, th••• Arcontlne OG• nta ••r• •v•nd1nt. larGo 8\UU o!' coney and 

had aocurod extensive cover•&•· (TAB Y). 

(3) In other <»Witrie~, the Uilitary and lin&l Attoohu 

~ro the vrincipal figures in Arsontino vonotration. Uany or her coat 

proPinont otticora have boon aaoi~nod to attach• duty and their atarro havo 

boon ho~vily incroaaod. (TAB Z) 

(' ) 7ho Falange org~ization in Ar0ontina P~o in no 

wa.y been hanpored by the R~iro& rot;ir:~o. Under the dir-ection of the 

Falan&iata Spaniah diplomats in Arcontina , tho Falanco io 1n an oxeollont 

poa.ltion to, and dooa rao111tato tho -.cslint or atratocic ~:~&toriala to 

tho G<lm"" war ""'ehlno by way ot Spanlah ah1po leavin& Arsentlno porta. 

• • tfnited States llilitary and tiaval 1t.aea in t...a.tin Arteriea: 

(1) By tho end or 1943, tho construction or o lor&• 

number of uirfie l<le and eeapltme bneo1 i n t..at1n AMerica, dovoloped by tho 

Uni to\1 State a un .ter ,. number of eoparato •tsreer:~onta 'ri. th tho Latin A.rn&rioan 

ropublioa involved, will bo virtually oomplotod, Thia construction pro&ram 

• . ' 

waa diot.ted by milit,ary neceaaity ond nocoau.ry f\U'Ide were pro'f1dod by tho 

Tlar ond Navy Departmonto oi thor directly or thro..,;h other ;;oYOr,.,ntol • &•n,olt 

\lhUe the baa1o •&racente regulat111G the conatruction of tbeao baaea eatab-

lhh tho duration or the conconl on tor their uoo by Uni tod State a Dilitary 

ortanilationo or a irlinoo (rangin& tr ... the "Duution or tho ...,. pluo ob 

montha" tor purely military purpoooo, to 25 year a tor cirll airlinoo uao) , 

it 1a oonoidored highly important that ouch agrellllento bo roviood in suoh 

ruhiGG aa to grant to tho Cni ted Statu porr.1an0nt opera tin& rigbto in .. oh 

buoa tor tho tollowillj; roaaon•• 

(a) Homiophorio detonao1 Tho dotonae or tho 

\lootorn Hoahphore io, 1\>r all praotioal puryoooo, tho roopondbili t y or 

tho Uni tad Stotoo , tt.ia country boin& tho only power in this bmlaphoro 
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capable ot con6lctin6 an ettoot-ivo detenae. Tl..e aroaa tn which tho baaea 

are loca ted •r• aroaa &U&.rdiJtb t}¥, air &J.proa.chea to tl..o ?a.nca Ca.nal and 

tho United Statu proper, tho nationd dofen10 of tho United Stot01 itaolt 

domande that auch a w roa.choa be undor our own oontrol . 

(b) J.~aintonance or the bases: Tho constrocticn 

of th.,eo bn eoo roproeonta a conaidorablo matorial 1nvoatmont on tho part 

or tho Unltod Stat .. , tho bonorita of which wou ld rapidly bo loot both to 

the United Statoe and t he eountrioa in whioh tlooy a.ro located r.oro the 

1natallat1one pomitted to deteriorate. Yet, tho inoxporienco aand oe.re­

l aaaneae of t he Latin M.erics.n covenlMnta , at wo!l aa their t'ine.nc!al 

tr~blltty to support the o~onao of proper a aintenance accordins to rnited 

Statea at.andarda, would. cause theao baaoa to loee ~ir value i n a short 

t!Jto it they should becor.:o the sol o reeponalbility or the Latin A:,.rican 

cove rnmonto. I n the evont i t bocwno necoaeary ~gnin to utilize theae baeea 

for acti ve militu.ry opor tttione, "' " and t:he \1o st~rn l!omi cphore would find 

oursolvoa in eomowhu.t the oame voaition we oocuvittd nt thd outbreo.k or the 

vroau t war. 

{e ) Commercial Avl&tiont A tro~ndous expanaion 

Of COI:I!IOrcial &Yi&tion in tba post--r pe riod 1a &nt ictvatod, inTOl'fift& 

aorioua COlopeti tton between the l'n11;ed Statoa ond foreit:n 1ntoroat 1n t ho 

.• 

Latin Al:lortoan field. The adnnto~:eoua poaltion now occupied by tho United 

St&t• a in thia respect becaua~ of our operational rlthte to theae bate a could 

be JU.lntalned tor the purvoa.o of contl"olllf\6 new international and trane­

oontinental airlines , provided continued operational rights could bo nosotiated. 

(2) Effocta of Argentino I nfluence, Aa ~ttera new 

..,d, with the •xcepticm of the airporta at Coohabama, Bolivia and Aaunoi on, 

Paraguay , tho airport• conetruoted tor United Statea uae aro not in th• 

lme41at. area ot Art;entlna in.tluenoe. llo••••r, shoul d Ar(;Ont1na' • 1trencth 

and pruti,. grow .utficiontly sEC R!T of north cou t South 
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~rlcan nat1one, and should Ar£•ntlne- Unl t.ed Statea autual dietr\llt con-

tlnut, any ettorta to secure extonllona ot operat,ion&l ri&hta to baaoe ln 

Latin Acerica. vital tc our ,..tional dofonao would probably fail, In tact, 

even a t the pre1ont time , eftorta by the United St.atee to rener;otiate the 

t.troeoont a , if known t.o ArgentinA, would vrobably elicit Argentino claiJla 

that tho vl!Uio of too United Statoo in Lo.tin .\Mrica are ae&reaalvo and of 

t\ mil1 tary chuactttr. Properly propa11ancllud by Argentina, such contfmti on a 

could ba & ""'jor factor in .n:y orsaniud attempt tc unden:line and breal'. down 

tha Pan American ayatorn of vol\Ultary auooiation betvroen tM Allllrican !'Opublica 

and load to a resu.reonce of ~alance ot poner"' croupinca U ita atead . 

111. Conclusion• 

l. '!he ai tuation w1 th rot;ard tc Areont1no internal affair a 

and •lth reearcl to Argentine u.ttempta to croato an anti - United Statea, 

anti - United Uatione bl oo in aouthorn South Amerlc~ is unfavorable to the 

United llat.iona. 

2, It. 1s b&H•vod that unloaa otevo a ro token quickly to 

in.ulato Argentina and to counter her aot1vit1ea in neichborine eountrioa . 

Argentina will bo able tc create a bloc tavurablo iD ber conaiatinc ot all 

or ICIOO or tho follow!"' countrioo1 Urusu~. Par&GU"Y• Bolivia, Chilo and 

Peru. Ar&ent~'• ottorto hr.'Oo already auccoodod in ali~;nin& Bolivia on 

har lido. 

3, It 1a not ball ... ed that the dovolopnent. of arnod confllct ln 

South America involving Argentina 1o an imnodhte ~robability unlou ( a ) 

the United Statoe or Bra•ll make• tho fir at •r- llke move , or (b) the 

internal 11 tuu.tion of the proaent Arcont lno &Ove rnment becoroos ao doaporato 

~~t it 11 forced to embark on an external war in order to na1nta1n 1taelt 

in power. 

4. Poeelble unction• which llli&ht be Oj>pliod to Argentina • • • 

(a) F'reodng Art;ontine runda w1 th a corroopondinc innati· 
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cati on of Ar cntlno hold1n&o In th<o United Stateo, 

(b) 6pplyiftb more otrlo t ourvol llonco at 3r l tloh ccotrol 

~ol nto to Ar~ontlne and Spanioh voooolo. 

( c) •urthor roduoln& Allorloan o xporto to Argentina, 

jd) Complotoly 010bargoln~ o.ll Unltod !lations oxporta to 

Argentina . 

&. British Cooporation. 

(a) 7lbethor or not Bri tal n would ooovo rate In such a proerMI 

of oanctlono 11 a Dattor not ~ti thin tho pr ovince of thh office. It 1o 
• . ' 

known. hO";evor, that 9r1 tain hat lars,e tine.nolal invea~- in Argentina 

whi ch aiJ>t be j oopardhod by .... ch a atop, and hao " larco and profitable 

cot:Nrcial trade with Argentina wt ioh haa not boon t eM2! nnted by thft war. 

En~land also h&a no reason tll aupport Pe.n-Morlcanim aa an nbatract i r.eal. 

It lo anticipated that complete coope ration by '"'&lund with tho application 

or otrlot .,.notions againot Araontinl\ will bo difficult to obtai n unlou 

atront proaaure ia brought to bear . 

(bi ~Tit!.out complet• Br i tilh coovora tion, application of 

aanctiono by U1o United States alone would be uooleu and harn!'ul. r.i thout 

Britloh aooiotanco ohippin& control oould bo ~ractlcally tmposolblo, and 

without Brltiob cooperation oconoaic oanctiono would be only partially 

ettective, leavinG Argentina tree to do bual noaa wi th foreien Q&rketa. 

Furthenaore , lack of Briti1h cooveratton flould dt110n1trate to t.lle Axil 

laok of ccxnploto coopor&tion =on& tho Uni tod Nationo , providin& tMM with 

excellent propaeanda material. Furthermore, this would be a source or 

triotlon between En~land and tho United States. 

6. It 11 believed that Ar,ontin• would retdit.to tb only tho 

c-.rci&l and financial tlolda to t11o appllcati on of oanctlono and thil 

•ould have little ertect on tho United !latlono. Re,ardlooo of tho naturo 

of t ho oanctioDO, Argentina would probably continuo to 1Upply tho United 
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tlat lon1 w1 t h c oat. whea.t and dairy procklc ta tine• her entire oconoaaic 

etNcturo ie ~sod on thoao coa::odltiee. Her retal i atory actions would 

probably be a aatchin& or the eam. eeaauroa which were inposed on her l n 

t he way or oanctiono. This wnul d poooibly bo f ollowed by a G•noral tooosln& 

ot oll U. S. funde in Argentina ot both private and U. S . Government aeoo t o, 

Then would fol low general lnt.ftrventlon in u.s. oontrol hd firma ttith ~xpro-

prlotion wnd confiecat ion as an ultimate objootlvo. such action would 

ruult in heavy financi al looa to u.s. buei nou rin:ll which have large 

1 n•et~onta in Argentina. but would not ro1ult in ~y appreciable loea to 

tho tJn1 ted llatiooo' 1 war effort, 

7 . The preeont Argon ti no Re tlne of GdM ral Reni:"e:t can be 

o·yer thr own . ~ nll itary , ovemr:umt o! Ro.nire& dooa not enjoy t ho t ul l 

attpport of the Amy. Opvosi tlon i a knO\m to oxla t i n con&i.dora.ble strong th 

but h pporly orgAni zed . Since tho Covernmt'nt has control o !" the araonala 

and moot or the nilitary oquipmont, it would bo difficult ror .., intornol 

rovolution to overthrovt it. Howevor , oxtorno.l JJroesurtJ rn.i~ht u.ocomplhh 1 t . 

Tho only known cr&anlud opposition to tho present ro&IIOt 1e 

that of a. rn.ovma.nt headed by Genoral Cftrloe t:Arq,ue&. Thi e alternative 

leader hal t.he aupyor-t or aoTeral an:~;y 6arri aona, can;y labor groups, aany 

otudont &roupa and possibly a lar; o proportion or t ho d1aal dont olom.nto 

or tho Navy, It 11 known that tho ...,.onont haa two main objocthoa in 

throwing 0<1t tho Reciru Gonrnmont, !:!!!!• to iiOplo.,.,nt tho cO<ll:li tt:lonta 

of tho Ri o Conference including an l.mmedie.t<! .. voranoo or rol&t!ons with 

tho Axil and, ~ond, the reatora t1on or Conat1tut1onal government to 

Arton tina. The 'United N&tiona woul d oortllinly &ain by tho overthrow ot tho 

pr11ont t>Ov•rnmont by thil group hoe.dod by Oonoral lle.rqu ... 

IV. Rooommendatione. 

It 11 roc.,...ondod that tho United Stotoa, with Bri t ish cooperat ion, 

apply tho following aanctiona to Ar&ontinat 
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1. Froe&in& Argenthw tundt w1 t.h a corrcuvond~ lnveetlG:atlou 

of Ar,onUno holdin;;a in tho Un1 tod SUtoa. 

2. Applying atr1ctor c<11trabo.nll oontrolo t o Art;entlno vouola 

at Bri tiah oontrol points. Additional oontrol oen tor a for this purpose 

1u .y bo ot tf\bliehad 1n Urut;ua,y, Br&lil, and Chi le, it the need uiaea and 

t he oooJ.utration of theao oountr1ea oan be toourod. 

3. FUrther reduoing ext>orta to Ar6ontina. 

4. If tho above roocmrn.ended eanotlone ra.tl to produce roeulta ... 

cor~plttoly er.>bar&oint; llll Unl tod Nt.tlona oxporta to Argentina. 

':1. 17. COX , 
Colorwl, General St&tt Corpl!l , 

Chiet, American lntelli&ence Service. 

SECRET 
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'J.r<....~\SURY, 

PH:.lllRIA, 

?.8th llee•obur, l <)1.). 

I write to acknowlodlle recei pt of your letter 
of 22nd llove®er, to.:ether with attached docu..,ant deo.linl; with a 
a...nt.ative prOf o:>&l for a United !lations Ban< for lleconatruction 
,,,., .JeVolojlii>Ont, tor which I thank you. 

I note that tho proposal is not an expression of 
t.!.e finaoeial views of Y'JUr Govern:z nt but is an indication of the 
vitY.S hold b;r ;rour tec!mical experts. I ohall take steps to have it 
.XJL .. i ned by "'¥ advisers here. 

I thank you also tor ;rour s uc1.os tion that I should 
IJ\ftmi t cournenta and sus ..;cstions to you af tel" auch examination, a:xi for 
your •'11111nenoao to arrange for a fur thor discussion of the proposal 
in ·,,asuin~ton oh<>lud an;r r epresentative of tho 'l'reJoury here be able 
to visit that city. 

I note that you i ntend to oend me further roatP.rial 
•~plifyi~ a1~dscuseine the provisions 1n the outlined draf t 
1 ro,osal . 

lht Seer tiU'y of the Treasury, 
.. ..s~DlllTOll, U. S . A • 

• 

Yours sincerely, 

I sl Jan Hol'lC8yr 
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CuP\ L , I V 

IT •i~~l' SzcR£1 
• ...tr~ -

ltt~1 Go. 424 

In!orcation received up to 10 A.a. , 23th !Jeceober, 

One of H. :1. Cruisers hod 6 !tilled and 5 wounaed 

during ac tion against SCHARIIHOI<ST. Cusualties ill other ship'S 

not yet known , 

2 . '1IL1TARX 

ITALY. To noon 27th . 8th Ar~ . CJnodion troops 
• 

,...de fUrther progress in cleorins OhN:lil , £ne l)' Jachine gun • ... 

pas• t1ons aouthvest of the toun were copped up, Iudian troops 

1.1~roved their posl tions southe3st of TOw~O. 

5th J.rey . French a.ld Outed Stutes troops u:>de 

so•Je fUrther progress . Eneey '"" reported in strong outpost 

JlOSitions round SAl: VITTOI11': . Active JXl trolling on Br itish 

front . 

3• hJ.R OPEhAT IONS 

lj"ESTET;N ~'I!O!IT . 27th , 3 Li boro taro an~ 2 Sunder ­

lands attock eastward bound blockaGe runnor, Jl'Ob. bly ~ . s . 

ALSU.l<UFER J 

l'I "16TI!RRE. 

and sinking , 

2 1700 tons, 500 Jile; west-nortll\lost Of C,;PE 

l'bd ship was left on fi r e a >CI 11rparently abandoned 

Off soutb.,est :101,;1~Y, Bcou.l'lgl.tor• torpedoed a 

6 , 0VO ton ship , set fire to another of 1 ,500 tons and s hot donn 

a ~loh= ond Voss 138 ( l arge flying boot) , 

27th/28th , 7 r'ortreues .ropped leaflets over 

northern Fl<nHCE. 

lll!.!;X. 25th , 84 '!aroudoro ottaclted H"-1. raih1ay 

stat1on and an aojocant airfield ~roppin• 121 to~s , 26th , loS 

!l!.rauders boobed 3 r ailway centres w~st of r'LOrlEI'CE \71th !;OOd 

results , 

4 , On night 26th 1 3 soall CoMtlndo dotachwents cade 

reconnais sance raids on French Channel Codst obto1~n& vo l uable 

1n!or.:oat1on '"ithout oeetins any eneoy , 

0?'1EL llo . 423 not unt to \Jos,,inQton . 
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12/29/43 

Reading copy ol Secretary's br oadcast 
to retailers on their opening of the Fourth 
War Loan Drive. 

•• 
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We are addressing this broadcast to Retail 

people -- to the owners and managers or retail 

stores , and to the hundreds ot thousands or clerks 

who are among the Treasury's best salesmen in our -
War Bond campaigns. We are asking you who have 

close, day- by- day contact with the public , to help 

again in January, when we launch the Fourth war 

Loan Drive . The American people will be asked --
to lend their Government fourteen billion dollars --
with which to finance the war . Five and one- halt 

billion o! this is to be loa.ned by individuals --

by· you and your neighbors . 

All or you know why we need this money at 

thi s t ime . You know that the leaders or United 

Nations ha~e drawn up plans !or the all-out attack. 

72 
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It wi l l be t he greatest attack in history, and 

it will r equire tremendous quanti ties of f i ght i ng 

equipment -- the kind of equipment that your War 

Bond money buys . 

I can assure you that when that attack 

comes, our t r oops -- our men on the front lines 

wlll glve a mi ghty good account or themselves . 

I saw those men l n action in Italy . I talked 

to them and was inspired by their seriousness and 

:tc:.-1-t~\/ 
determinati on . These mill ions of American 

1\ 

fighting men -- and women too - - scattered the 

length and breadt h of the globe, want assur ance 

that we are behind them -- that we on the Home -
Front a r e f1ght 1 ng t he war too . 

73 
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The success or the fourth War Loan wi l l 

help to give them this assurance . 

You retail people have always taken on 

a blg part or the job ot selling war bonds during 

past drives . This ti~e I understand you are 

setting a higher goal than ever tor yourselves . 

The Treasury congratulates you and t hanks 

you . 
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ABROAD WE WOULD Ga£ATLY APPRECIATE RECEIVING lUCK MEII'GE 

ABOUT ONE HUNDR£11 WOfUI8 FIIOII YOU OUR A80CY IERY£1 INTIRE 

SOVIET PRESS AIO RAD IO WIRE REPLY 1'11111 COLLECT TASS AGOCY 

~0 ROCKEFELLER PLAZA NEW YORK CITY 
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TREASURY DEPARTMENT 

INTKII OI'YICK COMMU NICATION 

.,... ... 
TO Secretary 1:orgenthau 

Dececber 29, 1943 

'"OM Jt. J. a~ct::onne ll 

mer e are at tached the 1nos t recent urafts of the 
Unl:Co rm 'fermination ;crticle for 1-'ixea Price Suppl y Con­
t rac ts , the Statement of Principles for DeterTninati on 
of Costs Upon Termination of Government Contracts , ana 
tue ~tatement or Policy as to ,(emoval ~~onci visposilion 
o. Property in Connecti on '•it<~ .:ontract Termination. 
These three papers are very near final form, and may be 
s~;b~tted to Justice ilyrnes in tb.e next >~eek or ten days 
!'or nls a_.proval. ·.tith the exoept:on o1 a fer. details, 
tiley 11ave the unanimous app1·ov~~ol 01 all tue members of 
Lne 1ermination ::oard of the JJaruc:. Un: t . ,,hile I o.oubt 
tn .. t you ~<ill 1.ant to stuay the subjects item by i tem, 
you t;lll probably .. ~~ont tuem readilJ available in your 
file for 1•ef erence . 

In genel'!>l , 1 tilink tney ••epresent considerable 
rro~ress . 1 think tne v.ork ilo.s been well done ana care­
fully done . I ho.ve asked !J•. Sullivan to attend all meetings 
tutu uiscussions so t uat he i s thoro ut>hly fami liar 1<l th it • 
.. t various times ~.r . O•(;onnell , :..l' . ·.ack anu ;_r • .;avis have 
also ..ttendeci • 

•. e have all been particularly concerned \,:. til tr..e ne­
cessit.f of findin;, a procea.ure •• uicn r.ill pcr:nit of quick 
partial payments ano. early settle;nents ,,Lich 1.ill ~ivc 
t .tc <zOVerll!:lent tile maxioll::l protection cousistent .• 1 tn 
pro1u.[lt act~on, ana ,.,J.ch >~ill uot interfere .:ith early 
conversion plans of coutl•actora . 

. ~t vat•ious times ,_r. 3ullivan· &.na 1 J,o.ve suu;ested 
cnu.nges in previ ous draf ts , practically all of wrJ.c;, n~~ov e 
boon acted upon. I do not know now of a.ny se•·ious objec­
tion on our part to these drai'ts . 

It may be that Justice l.>JI'nes .:ill_re~~ase. ~hi~ 
material very pror.tptl y. Upon release , 1 thlnk 1 t ' •lll 
occasion consia.erable conment anu uiacussion. 

~nels . 
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TREASURY DEPARTMENT 79 

INTIII O I"Jr!CI COIOoiUNICATION 

DATil l 1 ( >,I" ) 
Secretary Korgenthau 

l.!r , Sullivan 

As you know, the so-called Baruch Commit tee, acting 
through the Joint Contract Termination Board under the 
chairmanship of John Hancock, has for some time past de­
voted ita efforts to the formulation of uniform principles 
governing the terminat ion of war contracts by all war 
procurement agencies . I have acted as the Treasury 
representative on that Board. 

Today the Board approved a uniform contract termination 
clause, together with an accompanying statement of cost 
principles, which will apply to the settlement of all 
fixed-price war supply contracts terminated by the 
Government. 

The statements approved today contain substantial 
revisions over earl ier proposals as a result of objections 
which I had presented to the Board. The principal chan~es 
made to meet Treasury objections were: firs t, in relat1on 
to payments to contractors to reimburse them for the coat 
of facilit ies which they had acquired for the performance 
of terminated contracts; and, secondly, as to the payment 
of accounting and legal expenses of contractors in con­
nection with "the settlement of terminated contracts. 

It had earlier been proposed, in substance, that the 
contractor should be paid for loss of T&lue of his fac ili­
ties used in war production without regard to the sub­
stantial tax benefits that he might obtain unAer the tax 
amortization st atute, which allows him to write off the 
coat of his facilities in five years or during a shorter 
period when the facilities become unnecessary for war 
production purposes. By contrast, the statement •?proved 
today, as revised to meet Treasury objections, limlts pay­
ments for facilities in two important respects: first, 
payment by the Government will in no case exceed the coat 
of the facility reauced by the amount of tax amortizati on 
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taken; and, secondly, rrmenta are limited rigidly to the 
loss of useful value o special facilities which were ac­
quired particularly for the performance of the contract 
and are not of a character which can reasonably be used 
in the ordinary business of the contractor. 

With respect to reimbursement of the contractor for 
accounting and legal expenses in connection with the settle­
ment of hia terminated contract, the revised provision ap­
proved today excludes such coats incurred in connection 
with departmental appeals aa well aa in litigation. 

I &m advised that Mr. McConnell has already sent you 
a summary of the contract provision and coat statement ~n 
the form approved today. 

so 

. .. 
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Summary Of 

Uniform Termination .. rticle for 
r ixed-Price Supply Contracts 

~hi s article gives the Government the right to tercdnate 
tr.c contract at any t i me in whole or in part , by notice of 
terminntion to the contractor. It then specifies Vthat the 
contrCLctor is to do as t o stoppase of 11ork, te rmination and 
sett lement of subcont rncts , and preservation and disposition 
of r t•operty in its hands . Settlement may be made by negotia­
tion between the contractor and the contracting officer 
rert•esenting the Government, either as to the Vihole of the 
contract or ' s claim or as to such parts as they a&ree upon. 

81 

· .. bile not stated in the article , the prirnarr objective ,. 
is to provine the basis for prompt ra:yitents by tne Governrnent 
to tLe contractor of ~ounts properly determined to be due so 
ttat f wuls .. ill be made available to the contractor in order 
tnat ne may i~edlately reconvert to civilian production, and 
t~us reuuce unemployment . 

!n the absence of agreement on e. negotiated settlement 
tnc contr:J.ctor is to be paid in accordance with a formula 
(1) the contract price for completed articles , (2} costs on 
I'IOrk in process, pl us a profi t allowance wnich may not exceed 
6,~ of such costs, and (3) costs incidental to tePmination of 
the contract anu protection of property in t he contractor ' s 
hanns . There are also provisions for credits in favo r of the 
Government on account of previous payment& , Government claims , 
unu proceeus of property solu or rot cined by tne contractor. 
~rtial payments of the amount due are t o be maue from time 
.o ti~e woen found within the total &aount allo>oable . In 
caseH of partial termination the contractor is also to be en­
ti tled to a price adjust!:lent on the work not ter:uine.teii, to 
take care of higher costs on reduceu prouuction volume . 

J 
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UNIFORM TE!l!!INATION Alql£LE FOR [lXED PR!CE SUPPl.X CONTJ!ACTS 

Article Termination at thO Ootion of the Qoverneent . (h) The 
porfor11811ce of wor k under thio ccn+n.ct ~ be terminated ~ tho GovernHnt in 
accordllnce witb tbio Article in Wl!ole, or tro. U.u to t!Ju in purt., whenenr 
t.ho ccntr®till: officer aball dele.-.ine 1<111 SIICb tenaination is for tbe beat 
interests of tbe GovernMnt. Te...U.ation of work hereunder elwUl be affect«! 
bit delivery to the contr11ctor of a Notice of Tenoin&tion apecifYi:D& the ment 
to wbicb pcforunce of work Wider the contract aball be tol:"lli.nated, und tho 
dt;te upon wbich such t erlli.nation ellall becoce effective. It terminlltion of .-ork 
under tbia contr act is al.JI:ultnnooue with, t. p..rt of, or in connection with, u 
!;tnerlll termination (1) of nll or aubatanti nlly all of ~ ~:roup or c:U.aa of con-
tracts mnde by the • Depnrtment for tho same product or for 
cloeoly reluted producto , or (~) of wor oontrecta ut, ubout the time of, or 
following, the ceaaation of t.he present host1litiea, or any ""j or purt thereof, 
such teroind.ian shnll only be ..,.de in uccordnnco with the provinions of t.hia 
J.rticle, unless the cantraotin& officer finds thut the cmtrClctor is then in 
voss or 1d.lfUl defuult Wider t.his cmtroct. 

(b) After receipt or • Notice of Terain~tion Wid except as ot.haroisc 
directed ~ tbe cootructin& officer, the contractor aball (1) terminat e "ork 
under tho contr:.ct on the elate lind to the extent apecified in the Notice of 
Torainutio:.; (2) pl<lce no fUrther orders or subcontrl'ota for Dllltoriala, aervicoa 
O\" fuci )<t\•t except '"'" 11111:f be r>ecessary for completion of such portions of tho 
wor:: unuor til<> contrac t •• lll&y not bo t erminated; (J) termiDtite all ordDra ond 
S"Jl.~o:·t,uc~• t.o t.ho extent ttWit th..,.relut o to tho porfoi"IIIMce of WI)' work term- . 
in•t•d Ly •he Netic• of Termination; (4) nsoisn to tho Government, in tho IIIW\Dor 
u l<! to -Jo extent diroctod ~ tho contracting officer, llll or the rigbt, title 
t.."'ld int,rest. of thb contra.et.or under the o-rdors or aubeontrv.cts so term.inat..ed; 

82 

()) cottl•· nll clcims ari sing out of such terllination or orders and subcontr-act s 
• '.tb the ~,Jprovol or ratitic .. tion of tbe contractin& ofticor to the uct~nt t.N.t 
he &>¥ r oquiro, which approval or ratification shall be f inol for ..U the purposes 
or tbia J.rticlc; (6) tr6%1ahr title bDd dollver to tho Govern::ent in tho IIOnDor. 
to tho ext•nt t.nd at the ti1101 directed by the cmtrcctin& officer ( i ) the fubri­
cutod or unf6bricnted purta, work in process, completed vork, supplies ud otbclr 
""t•rinl produced as u P«rt of, or aequi.rod in r espect of thu performance of , 
the work tonninatod in tho Hotico of Termination, wd (11) the plans, drnl"<inca, 
information c.nd ot.hor property llbich , if tho contruct lwd ~en complct<od, 110uld 
bu r U4uircd to bc furni shed to tho Govurnm&nt; (7) usu his best efforts to aoll 
in tno manner, t o tho oxtont, ut the timo, o.nd ut tho prico or prices dir&otud 
or aut.horizud ~ the contn.otina officer, WI)' prop<orty of thu typos r efurr...S 
to in aubdivisioo (6) of tbia paruvcpb providoo, howovur, thut tho cmtr .. ctor 
(i) sh:.ll not. bo roquirod to extend crod.it to bn:t purobbaur m d (ll) ~ nt.uin 
<A1 aucb property ~t u price or prico& ~pproved by the contructing officer; 
(8) C<lllplot o perfor!IWlce of ouch po.rt of t ho work u a~ not bllvo boen t<>ra­
lr~<.tcd by the Notice of Terairwtian; and {9) tww SIICb action t.s <J~.Y bu ne<:oosary 
or ua the contructinc otfic~r fl4;f direct f or protuetion and preaonation of th• 
prop..rty, 11bieb is 1n tho poasoasion of the cm tructor w>cl in which th" Covom­
•cnt hha or ~~~t.y ~>cquiro un interest . 
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(c) Tho conlr~ctor ldld tho ccntrucUnt. ofCic~r <m"J '-tr~" upon tho 
imolc; or ~ JX'l 't or t he: umot!r.t or u.1ou.nt.11 t.o bY pc..ld t.o t-n~.. cont.ructor by 
r ... 

40
,..on of thl t.otto.l or pt~rti4.l tormim .t.lon of uork lJW"tiUL.nt. to thi::s nrt1elt., 

\.uiC II ~ I ,Q\ttlt. OJ' IJ'IOUnt.5 rrwy i .ncludu t.. l'IJ .... 80nhbl(J llllO\it HCV £'or profit, b.Tld tnt.~ 
~·CJ'I ! r •n, ... nt. 1:.l11.1 U. 1)f~Y tm. t.ti''-CJd omount. or uuounto . Noth1nt. in }Jt.r ubrt.ph ld~ 

0~ ,: 1.:: ;·~·t.lolv pri.)BCribit'L thL I,.JllOW\t to bt.. 1 .. hid to t.ht. cont.i~-..ctor ir1 t.hu 
\. w •. t. of' f t.ilut'IJ of t.lu·; cont..rt;.ctor t.r.d t.ll'- cont.r t..cti.11t_ off 1cur to t~t,rc-6 upon 
~oi~ · ... .,lt. w~~ount. to bt. ~id t o ti~u cont.ructor by r t:L&Cin ot' t!u .. t~,.ncint.tion 
of oc ,.; JIW'!:W.Jlt to t his ,~tiel ... ~:u~ll bo du.m~.oU t-o U.mit., r~a:trict. or othtrn:i&6 

dt. tA..~-::if,,. or t f t'(.Ct. tltt.. wnow'lt. or WOWlt.S wh!ch ~)' bu q~r<.t'-d upon \.0 bu pt id 
to .. u'- cont.rr. ctor pursw.nt t.o t l.is J>L.T~t..rt....,. (c ) . 

\d) In th<. < V<>Dt of the r .• ilur• 01' "'"- contrt•ctor ~nd contn ctir>t. 
offl~ • to :~r ... <. L-1 "rovidcd in p..&.rl t rt..., .... t (c) ua..on Uh .. \.i'ho.lc.. c..r.ount t.o bu )J(.id 
LO t.~ C((.tn.cwr ~ r 'uGon oJ t.h .. t .. .:-:aint. t.ion oi: \.or~<. JA.Il"&u:..nt t.o this .ro.M..icl" , 
t,,.. '-''J"'"-1"1k'l*.;r'it. 1 

but. \llthout dU~llic...tiOl. Of t J!Jo t.C.ount8 ltL:r'~\..<J UlJOn 1n t.CCOl'd ... 
•r'iCt. vt1t.1 :.a.n .,_,rL~' (c) , sht..ll IJ' Y t o t.la. cout.r ... ctor toe. t"ollo-.."l.nt. ~r.tount5 : 

(1) Fol" CO<lp1~t<:Cl uticlvo dolivor-od to ord •CCGpt•d 
b; t:1o Gov, rrl!'C.t:nt. \Or Lold or r "tuim.-d t.S lJrOVidt..-d 
in ! ·t.r•~;r~ph (b) ('/) •bov~) nnd not th~rotofo,., puid 
for, forttn;ith u s um \A.(U1Vt~l~.ont w tt)J t-~w.,rt.&t.t.c. 
vricv for suc h hrticllolO cor.1putt1d in t~.ccordunco \,'ith 
th...: 

1
;rict. or iJriov& spuc1fh.d in th(,.l cont.rt.tct; 

(:~) In r ou1 ...... ct of thu \fO'rk undur t .. hu con\rt:ct t.c..rminr~tt)d 
t.S I>""'Jitte<J by t~B nrtie1<, the tott.l \tt11.loout 
du:ui~tion of ~ny 1t•~8) or ( 1) the coot of such 
,,or;: ~:xclusivc of t.rJ.Y coct. u tt.ributt blu t.o uticlt.s 
pnid or to b<. pt.id for under pc.rt<t,J'Lpb lei) ( l) ncrcof; 
(H) tJ.c cost of £Gttl1nt. 1 nd !l'•Yinb cl<-i.ciS ..risint. 
out or t lx.. knainh\ion of ws·~ und'-r b-ubcontn cts or 
orders t.G provtd.d in tx•r q)'t ;.• (b) l5) t.bovo , w;;clusivo 
or tn. ...:Jounts 1x.J.d or JX.J<.ol• en 1 ccount of Sltyplios 
or m ~rir.ls dolivcr .... d by t.n .... :JU'bc:Cilt.rt.c tor prior t.o t.h• 
' fft..cliv-e dut.i. tlf th~ no tlct· o: t.unldru .. t.ion of this 
cont.ru.ct, 'ili!ich ht'IOUntu elK ll ou includ<.~d in tht.. cost 
on ~ccuunt or llhich l'"Yii'lc..nt i a.: n:.dt.. iJJ'Ulc.. r sulxiiv ls ion U) 
t.'oovc; (iii) t. sum •<JW 1 to :41 ' of tl'" J"'rl 
of tho 'nount <lut~nuin<d uml•r oubdivtsion \1) uhich 
1· ... pr c,.aooto thb cost of hrticl~b or r.at.t.'-'rit.ls not. t.>roc<.tHlod 

. - . 
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loiY the contra.c t.or, pl\1.1 a aiD ~ual to ~· 
of the remainder of wch aount, but the aggregata 
ot suob a1aa shall not exoeed ~ ot the whole of 
the amount cleterminecl Wider lllbcl1via1on (1), which 
tor the purpose of this a1Ald1v1a1on (111) aball 
exclude aey charges fer :lntereat on borrOIIings; and 
(1v) a.tG' otber reaaonable coat :Incidental to termina­
tion ot work under thie contract, i ncluding eXpense 
:lnciden tel to the detomina tion ot the &mount duo to 
the contractor aa the result of tho termination ot 
work under this contract; and · 

(J) Tho reasonable ocat of t ho preservation and protection 

84 

of property incurred purauant tc paragraph (b)(9)· hereof . 

'.'' " • '..l ,,.,, t~ be paid to the contractor undor subcli vl.aiona { l) and ( 2) ot 
tl".s ,_.r ·b''~l'" \d) shall not exceed the total cont ract price r-educed by the 
..-.ol:".t > ~ t:cymont s previously made tor art.lclaa dell"""ed prior to ten:d.nation 
a••• by t'le contrnct price or 110r1< not tonainated . Bxcept to the extent t hat 
t..'le .;..ve,......t-.t shall have othcnrise e>qresal;v aee\ICed t he r iek of losa, there 
s'l>ll ~e ""' l\lo:!Cd !rott the a::oW>ta P'IY&ble to the contractor aa provided in 
p&r3~"3p!l ·:r.;C.) and paragr-aph (d)(2)(i), all &.IIOI.Iltl allocable to or P'IY&ble 
in r ns;.r.o( J f P•"'~-rty, which i s destroyed, lost, st olen or d""'"ged so aa t o 
bc:a:c •ntloli v; ra'C:iP. prior to the transfer or title t o the Government or "' a 
buyer r u.·•u.1nt. ~~ """"graph (b)(7) or prior to the 60th dar a.f'ter delivery 
to thu Qov ~ m;T.on• o! an inventory cover ina auch property, whichever shall 
tiret o~~ur. 

( o) 'nl<l "l,Jiga t.ion of th': Govemmont to make any payments under · thia 
articl o 1 \1) "-'lal.:. oe s-•bject t o deductions in respect of (1) all unliquidated 
!f.r thl ~r pr~v,re::s payment~ , p~onts on account ther etofore mado to t he con.­
traet.or anti Wl:U q•rl<!ated advance payments , (11) any claim which the Government 
A>J ~-,., agni nat thu eon''r.•ctor in connection with this contract, and (i11) t he 
;ri,, ,, ,"X'rl up~n or the prc.ceeds or aale or a ror matorlals, supplies or other 
t.i'_, r~.- :-c,;t.a.i.nort by tr.:. 10nt ractor or a old, and not otherwise r ecovorcd by or 
c,..,'C t•d to th~ Goverm .,nt , and (2) in the diacrction of the contracting o!l'i<,.( 
sh&:.l :.C 111bjoct to 6-.r.t·..:Uon in r eepeet of tho &t>Ount or any clAil> of B'\Y 
a'Jl>oont~octor or suppHer -.bose subcontract or order shall have been tenoinated 
1S provided ill IB'"'iraph ; b)(J ) except to the extent that such clail> covers 
(1) prope:-~y or mat erials <l.elivered t o tho cont ractor or (11) aervicea fumiahed 
t o the contr&ctor in c;>nD<":tion with the produation of caople ted articloa 
undor this contract. 

(r) In th, ewn•. that, p!'ior to the dot orcd.nation of the f'1nal omoWlt 
to bo paid to tho contra ·· t :;r :>.s in thiS a rticle provided, the contractor ohall 
r ue with thu oontnc":.i:v, cf f icer a r oqueat in writing t hat an equitable adjuat­
ml'ot should bo made in ~!1e price or pricel apooi!iod i .n th~ contr&ct for tho 
work not torminatt>d by ~.he NoUce of Tcl'lllination, th~ IIPPropriate fair and 
rcaeoMblo adjustment shall be made in ouch prico or prices . 

(a) Tho Qovomment shall make partial pl\)'lllonts and payments on account, 
fr'"" t imo to tina, of' the amounts •o whic:h ~o contractor aball be ent i tlod 
"'llder thie Article, 1'1hether detenainod loiY agree~~~ont or othenrisc, menewr 

Z • to b. cetabfiiled at: a 
ouatancoa. 

figure 'll!ifCh ia lair ana r ... aonihLl under tl\o eli­
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in ~h• opinion of ~o contn.oting <' U! c or t he aggrogote ot ouch peymanta a hall 
bo within ~o atlO"!lt .J<o -.!lien ~ho ~G!,!tr~o•,or .. ru bo 011titled hcreUilder. 

(h) For thu p·r.-r<"'~" ,: ~..:·uenr'ls 1<1)(2) nnd (d)( J) hereof, 
~he aJ:lOunta of the poymbntS · c l>c c•' lc ")' "' <..uv• : nmer t to the contractor 
ahall bo.. dot onnined in a cc Jrdn.,•:• ~ttt, t ho l t:>tol'l~n~ or lrl.rv:iplea for 
D~rumh'lntion Of C,osts up•n '!'"'ro inaU.on nf OnveM.!.C'lt ~.mt.ra..: ts promulgate<! 
bv _.,., nJplrtlnont 1 ?I!). The eo~t.ra .. t.•,r [)T a period o! 
t;r .... "' :'1. "~·o ~ftur IrnaT?m'. ~l t.~'· ,;i ..... Jr.c\Pr t he ¢.rm"..:.r ;.ct J.•·•ll make available 
t • n " ":'oC~vo •·uuont at ;..11. r=··o,"n.abt ~:: t,:..mct f"., t tho u!'fAco Gt the contractor 
~~ ~ ('If ~. t.s •li•Oks, roco:~d :,, ·Jr).":UI'IlCntJj ouQ ,, thur uv1\lonoe bearing on the 
<', J .,, ! ' '"' ~•l.SCP: of th~ < 'l'1. r1l-:tor undt r tbJ contract. and in respect of 
t.l'. t.'- .,. ~ f\'• l.l rn o:" "'"'=' .rl( tb <::"C:WJdcr. 

- 4 -
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S=r·· Of 

Stateaent of Principlee for Dete~uunation 
of ~osts upon Te~unation of Gover noent Contracts 

rue terminat•on article m&.kes tbls s tatenent of cost 
~ccountin~ principles applicable to all settlements not 
nive11 .. t o;r ne.,otietion. 1t is cenerti.ll y assumed that the 

su,na pri nciples Hill be followed in arriving at negotiated 
.;uLllcments . 

86 

Tuu s tlltC!Jient provides in ,;cHerel terms for tile allow11.nce • 
o1 <ill di rect ami indirect costs "sanct ioned by recogni zed 
co.:.. orcial &.ccounting practices" . To the extent consistent , 
... e contr...ctor ' s 01n1 eccounti n.; pr~>c tices as i nuiceteCl by 
_i. boo.r.~ o.: account an(l l'inancid reports are to be given ~· 
.. Je consi Cleration. r.uc s t:.tement ~.ooc~ not purport to set 
1ort!. all iteJJS of cost tilat .. ill ue e.llo·,,ea, nor those that 
,,ill not , but it C10es O.eel oli tn a n\L.lbCr Of special iteos , 
h a~.,;e~ allo1.tool e , for exii.Liplo, a proper proportion of such 
ovcrueau items us uepreciat ion, experi mental and r esearch 
expense , co~ercial advertisin~ expense , ana i nterest on 
borrov.inga. En~ineering and sp~cial looling costs , and losses 
on sr ocid fac i.Li t ies acquired solely for the performance of 
the contract and any other war production contr acts , a r e also 
allovtoO. unuer terms pl'ovic.i ng f ox• protection of the Govern-
ment •a l nte r est by t r ansfer of title Ol' other appropriate 
.nouns , Col'tain costs are expressly excludeCl , such as expenses 
of Feaere.l income tax litigation, reconversion costs, anci. costs 
•~~ excess of the reasonable requircr.~ents of the contr act. 
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6th Dra!t 
27 Dec 194) 

Statement o! Principles for Detercination of Costs 
Upon terainat 1on of Government Contracts. 

The following 1a •tile Stateoont of Principleo !or OetermnaUon of 
co~t• upon ~rmination ot Gowrnment contracts prOir.lllgat.ed by the 
De;>art<ttent 1942• referred to in pansrnph (b) of t.be 
\1111!oro Termination l.rt1.cle appliCAble to the temination ot fixed- price 
cor1tracts e.t t.he option of the Government. 

1. qaneral Principles. The costs contemplated by this Statement 
of Princ1pl 9s are t hose sanctioned by reco&ni<ed commercial accounting 
prao-tices and are intended to include t.he 'direct nnd indir ect menufac­
tw·inJJ, selling e.nd dis'tribut1or., adl:!iniatrat.ive end ot!ler co:;ts incurred 
..tdch oro reasonably necosallry t o>r the 'lorform:mce of tho contract, Md 
are properly allocable, under ouch practices, t o the contract (or the 
part there<>! under considerat ion) . 'l!1e gener al principles set out in 
this Stote.:>eot aro subject to t.be application of any special provisione 
of th• contract. Certain coste are specitically descr ibed below becauao 
or their pn~icuU\r aianiticanoe, and, ae in tho caeo ot other eott s 1 

ohould be included to the extent that !.hoy a re allocable t.o or should 
bo ap,ortiotv.ld to t.he contr act or the part ther eof under consideration. 

(a ) Cor.lt\IOll InventorY. The costs of items of invontory ~<hich are 
coaaon to the cootract and other 'i'tork of t he contractor. 

(b) CO!:ll:c>n Clair..s ot SUbcontract-ors. Tho claims of subcontractors 
>Clich are co!:!!:lO:t to t!>e contract and to other work of the contraetor. 

(c) Depreciation . An all01<3nce !or depreciation at apJlro;>riate 
rates on buildinra , Mchinary and equipamt and other Cacilltiet, 
includi"<: suet. runounta tor obaole3cence due to proeress 1n the arts 
and other factors os are ord1n4rily ~;iven constdaration in determining 
depreciat ion rates . Depreciation as defined heroin ohall not include 
loss or Wlef••l value or the t ype covered by subparagraph (f). 

(d) 
research 
pr0f:r:>.c1 

&:oerill¥lntol and Research E>:per.se . Q(lneral experimental and 
OXjl<lnse to the extent consicte:'lt with an eswbl.ished pre-war 
or to the extent rolated to " or purposes. 

(e) i rnineerire and D;!vrJ,.o~nt an<!. ;;,ac~~ .')'OO}in&.. Cosh of 
enciooerint' and de.elopclel\t and o! apecW tcolinl:; prov,.;J-.1 t!>at :.!".J 

contractor i)I'Otecta any lnt.e rest.a of the Governaent. by t.rarwf '"':- of 
title or by other =eana dee=od appropriate by tho Governoent o 

-
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(f) t.osa on facilities - Conditions on All owance . I n the case or 
•ret al)<lciAl facility acquired b)· the contractor aolely for the per formance 
or thJ contract , or the contract and other war production con•racts, if 
upon •ormination or tho contract such facility is not reasonably capable 
of usa in tho other business of the c ontractor havinc 1·egard to the t hen 
condition and location of such !acUity , an or.>ount which bears the same 
proportion to t he loss of useful value ao the dol1vor1~• not cade under 
tho eontr~ct boor to t he total or the delivorios Which havo been made 
nnd 11ould hove been made had the contract and tho other contracts been 
coupleted, provided that the acount to be all011ed under this paragraph 
shall not e xceed the adjusted basis or the facility for Federal income 
to.x purposos i.mr:lediately prior t o the dato or tho t~mination of t he 
cont roct, and provided further that no amount shall be allowed under 
•his parlli:raph unles s upon temination o! the cont ract Utle to the 
facility is tranafe1·r ed to t h e GoverMont, oxcept where the Oov'!l"lr.ent 
~locts ~o t ake ot he r ap~ropriate oeans ~o protect its interests . 

(g) Special Leases . (l) Re:>tals \lllder looses clearly shown to 
have boon c ode for the perfer.:.anee ol" t ho contract, or the contract and 
oU,er uar productioo contracts , co\·e'rlna the period necessary for CCII:IIllote 
P·l!'femance of the contract and such further period as may have been 
roasonabl,)" nccoaaory; ( 2) costs of roasonable alter;~tion of such leased 
pr operty tllld~ ror the saoe pUJVose ; and ( J) costa of restorin;: the 
prea>i."leo , to the ext ent required bJ rv••DIIIoblo provi&ions of tho lease ; 
loso (1,) t ho roo idual value o! the ldaso; ~1 ovided that the contractor 
shall have r.lado reasonable efforts to t erwlJ.ato , aoaign, or settle such 
loasos or otl·,o n tiao reduce t ho cost th$roof. 

( h l .)dvortisine . Advert i sins expense to tho extent consistent wi th 
• pr o· • ·•:· program or to the extent reasonable under the circuostances. 

li1 ~itation on Costs Described in Subparagraphs (d) , (e), (f), 
<•l .~.J:l: In no event s hall tho a~:crecato or tho anounts allowed 
u.-t .r s cbpar3graphs (d ) , (e), (f), (c ), and (h) oxcoed the aaount "hich 
,-..,.•al•' "-'\\f' hacn available rrm tho cont.ract. priea to cover those it,oos, 
l •· . crr.~~act 'lad been ccc;>letoci , after conaiderl..nt all other costs 
l'ldch w~wcl ha•e been required to cocple~• H , 

( j ) Intemh Interest on borrowint:;s . 

(k) Setnon:ont exrenses . Reasonable accountine, l.!!cal , cleri cal 
and o~nor oxpto.:roo necessary in connecUon with tho ternination and 
SRt.t 1 1.n~r.t. tJ;"' C. he c?ntract and subcontracts and pw-chaoe orders there­
unclu' rr.' .:;<ne ex,..n•as incurred for the purpos e of .obtaining payment 
f1·01r. \~'! .J~Vf.ll 'f"'"l''ent on.cy to the extent reaao:1.(lb~ necessary for the 
f'l"'P• · ~: >n ''Vl Frtt:ctent.ation or settlement propoaals and cost evidence 
l n ' ,t'l J' .' ~~ ~n t.h"!'l''ftffith.t 

l :. ) Pr~toction and pis position of Property, Storage, transporu­
u.,, "' 1 ·;he;:co..ta incurred- for the protection of property acquired 
' t proaucod !or the contract or in coru.oct.on with the diaposition of 
"'"e' ,.rc\'ll!-rty. 

- 2 -
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2. Initial Costs . Cost a of a non- recurring nature rll\ich arise 
from unfemiliarity lfith the product in the init ial stages of production 
should be appropriately apportioned between tho cooplotod and the ter­
minated portions or tho o on tract . In this category >IO\•ld bo included 
hi&h direct labor and ovorhoad coots, including tr~l~· :~, ~oats of exces­
sive rejections and similar itecs. 

) , Excluded Costs. Tlithout affecting tho ger.oraHty of the foro­
going pr0\1.siona in othor rospocts, =ounts representing the toll<ming 
should not be included as elemonts or coot: 

(a) Losses on othor contracts, or from aalos or oxchangos of capital 
auots ; feea and othor exponsos in connection >~ith roorcan1zat1on or 
recapUalization, anti.-truot or federal inc""•"~.ax litleatton, or pr ose­
cution oi" federal income tax clntm1 or cti1er c:;~'l l.,lf' agp1ns t. tho Govern­
cont (oxoe;>t. as provided in pora~rlph l( i< j ); loss us en investments; 
prov1au•s I'm· cont1ngoncios; and pl'al!liUI'S on litu insurance •mere the 
e nt ~~•t11r i • th·. beneficiary. 

:.~. ..h, ... e: . .. m~c or ecmlllr:tion of the contractor's facilities to 
\.So:J ..... : ... :.- th~n e perroruance or 'W\e contract.. 

,c: .. <pqns · duo to tho '"'6li~enc.. or \.U!ul failure of the eon­
t.r.-;o.t · ~ ... ";.._ .. '=':.:.1 ''le 't:ith rJasonable ,.)rOt ... ptne:us tho incurring of expensos 

•'t •• . .... 11'. -:.rt lv- do.ta or tha tan=~ination notico. 

· J~ r.-J.:t.s 4"\tlW"l"ad in rea poet t o fncilitios, mn\ orials or s orvicae 
O•!""C"\',o: .. .; 1-:1 ,Jr;f'( ·1•Y.""6 1n axcoss of the reason-ablo quantitative requi.re-
1 .t ._ ; :::.: t.::~ .!:~· :.!'0 ~ontrur:t .. 

( C""'" ·-hieh, ~, evidenced ~ accounting atot....,nts sulx:litted in 
r •" : L'' ·, '·• "'~·"' S ,~~1 ?~ .',!)) ot the Sixth Suppl(ICiental llational Defense 
~ . r •• ' "~Lon A: • t~ ..• ·I ,. Wonded . .. e.re charged orr during a period 
c· '• · .~ hy a pr.. ·~~= .. negotiation, ~ not bo subsequently included in 
I·. • ~emination ~t. ~ant if a rotund ""' t!ado !ar such period, or to 

. ol'tl'nt that .•. h ch~J'8in8 of! is ShOim to havo avoided such refund. 

I,. To >na •>xtont that thoy confonn to recognizod commercial 
•"'~ur.tinc pracr.~ cos and tho foregoing Stotemont of Principlos, the 
ostobl1ahcd o , ,o·mtinc procticos or the contracto~ os 1ndicatod ~ his 
books or :;~ '"""t and financial reports •till bo givo~ duo consideration 
in tho preP<>- ltion or at&tOII)Onts or cost !or tho purposes or th1a orticle. 

5. The t<lilure spacit1cal.ly to mont1on in this stat.,.ent any itsm 
or cost is not intended to imply that it should be ineludod or excluded, 
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SUOl:l&ry or 
jt~tement of Policy as t o Removal ana Disposi t ion 

of Property in Connection with Contract Termination 

·roe policy to be announcea by this stat ement woul d 
commit the Government t o the gre~test possi ble speed i n clear­
ing contractors• pl ants of complet ea ar t icl es, component 
par ts1 work in process , raw mat eJ•ials , and equi pment on hand 
upon termination, both to f acilitat e other 11ar production 
unu, aftet' the war , to permit a prompt return to civilian 
proauction. For those purposos the procuring agencies are to 
be ~,oiven lJ roau por1ers of disposition during the war, and 
centr~l abenci es are to be desi gnated to handle property not 
~i.Fosed of by the procuring agenci es. Tue central agencies 
-re not n&J:led in the draft . 

n .rocuri ng agency may at all tim~s uispose of proper ty 

90 

b;, ullo·.lin;; the contr &.ctor IOho Ce.s it to retain it by appro-
!'' late ugreel:lent. During the ;var a procuring aoency snay also 
~:srose of any property ei ther itself or through the cont ractor 
• .no has it , but i t is sta ted toat the powers of the procuring 
a6encies in tha t regard are expected to be limited by further 
uction of the BoarC. t o di sposals of proper ty for 11ar production 
urposes wnen t he central agencies become t•eady t o undet•te.ke 

uispost.l s for other purposes. It may be inferred that at that 
timo unu thereaft er t he central agencies wi ll nave tne function 
o£ di$posin:; of all property whi ch tue terminatea cont ractor 
is not to 1•etain and for which the procuring a~;ency does not 
find a noed in uar production. 

Procuring agencies are &llowed si xtJ uays aft er l i sts of 
property are furnished by contr&ctors in which to ef fe ct 
o.i.sposition. Thereaft et· , if tney fail to rcmovt the proper ty 
upon ueman~ of the contractor, the contractor may r emove and 
~lore it at the expense anu risk of tne procurino; agency. at 
tr.at time, or at any other t ime , the procurin:; agency may 
s•eport the proper t y to the cent ral &'"ency. for disposi t ion, and 

· th. central agency will be r esponsib!e for oi sposition and fo r 
storage and other costs. The central agency is required to 
consult wi th the procuri ng agency as to t he disposi ti~n of any, 
prooerty of special military significance , and procurlr~ agenc1es 
are.l'equi r·ed to render all reasonable assistance to the cent ral 
agency in the perfo~~nce of i t s ·obligations . 

The same policy and procedure are maae applicabl e to 
property i n t he hands of subcontract ors, however remote, where 
licts of sucn proper ty are f urni snea to the p: ocuring agency 
·•ith sat isfactory evio.ence that the property ~s properly 
allocable to the t erminaten prime contract . 
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Corrooted 12/22/f3 

STAT8iolllliT OF POLICY AS TO R3110VAL AliD DISPOSITION OF 
PROPBJ(l'Y IN COIINECTIOH l'flTH CO~TRACT TBR\IIIIATION 

91 

The •peed¥ adjuot.ent ot oonoelled oontraoto dependo to & largo oxtont 

':1ft the pz-~t rt:DOY&l and cl1spo•al or completed articles, oo.ponent parta, work 
ln proceo:s, ra• r.ateriale anti tquipaent in tho poa&esaion ot tbt contractor at 

t~• ti=e·ot cancellation. So lon5 &I tho war continues it 11 taeont1&1 to olear 

tho contractor'• plant ae soon •• poeaiblo 10 that it ~y return ~o the produo­
Lion or other nooded war matorlala and to muke available tor othor war produo-
<lon any property whioh oan bo u10d for thot purpoao . ~rtor the war tho opoed¥ 
dilpOtition Of IUO.h property 18 tlltntial i n Or"dtJ" to Olear tht OOnt rac·tor t I plant 

tor o return to ohilian produot lon. To that ond lt 1a ouontl&l that broad poworo 

ot cUapositlo:n be vested in the procuri.Dg a,tnolea , L"ld th.a.t a central a~tnoy 

obould be deslptatod to wllloh •Y be tranororrod property rot diaposod o~ by tho 
proourbtG o.geno1ea and no loncer r equired by the~~~o. 

tn some oaaee lecal title to the property 1n the poseeaaion of the con­
tractor has paaaed to tho Government; in other s, it re~ina in tho contractor . 
1~ either ease the problem is llltntially the tam. and there it need tor polloioe 

;enmlttln& unltona a~nietr&tlon . therefore , tho followin: etept should bo taken 
p~tly upon ..nooll&t1ou or oubotantlal modlfloat1on of any oontr&ct. 

1. At soon as poatlble arter ro~elpt or not1eo or oancell&tion or 
nod1t1oation ot any oontraot, tho oontraotor thould auhait llete of property no 
lon::;er required tor the perfor1r.anoe or the oontrllot to whioh the GoTorruo.ent 11 

tntltled, or whioh ~· the property o1' the GoTttn.-nent . Separate lists thould be 

proporod of (1) .. chine tool& and other production oquipmont, (2) coeplotod artioloo, 

su~oc«=bl1oa and cotponont parto, (S) work ln prooooo ( 4} aupplloa (5) mat•rl&la, 
on4 (C) oorap. Partial liata ohould be prooontod t roa tt.o to ttao &iYin£ proforoneo 

to those iteoa 'Whloh, in .the opinion ot t he contractor o: the proourin& agency, are 

l!rAdiately needed in war~roduotion either in the oontr aotor•t pl.nt or eleewhere . 
Tho Hot ohould contai n on adoqut.te description ot each itom and ohould show tho 

col Ung and our rent oetabllahod market pricoo for oaoh it01• if roadily available 
nA4 any readily available info~tlon at to the coat of eaoh iteu to the contractor . 

~re the contractor wieh•• to r et ain or acquire an ite2 , he ahould state tht prlee 

&t Wh!oh ho ia willln1 to a ooopt tho lte%. Pailuro to llat an ltoa ohould not 
preTent the oODtraotor troa olat.in& reimburteT~t therefor ln the final aettl-=-nt 

Md in ocnneot1oo with .!'iaal aottll!aont tho oontractor 7<A'J turniah &dditlonol 

information ao to the coot ot any item. 

2. Wber. the ooatraotor baa an option to purohaae or leaae or other 

contraot rl.ghta in any lt-, he lho.Ud praaptly lndioato wllothor he doolroa to 

.. tro1ce auoh rir)l~• or 1• will inc t o waiYe th••· It he lndioatea the toi"Mr. 

4hpos1t1on or tho property aho.Ud be •4e 1n aooordaneo with tho toro>A or tho 
aontr•ct . 

I 
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~. nhile the liate are in oourae or pr•pa ration aad as tho nooosaary 
!r.!"or:-&tion btoomea an1lable the procuring asonoy and tho contractor should eeek 
to .... k. t.-dl~te diapoaition or ~y items whioh ·~ be readily diepoeod or. It, 
In tht j ud.,ent of tho proourlng agonoy, tho Item 1e ono whloh It would be •P­
prooril&tt for the oontraotor to retoln or acqui re the proour in& a~ency should \ 
cnde~vo~ tn nt£Ot1ato an a greement for auoh retention or aoqu1a1t1on . I f the 
orocurJn; n~enoy doterminoo thnt tho item ehould bo diepoeed or tb someone other 
ttLilll thw oont.raot or for p11t'poaea of war production, tho procuring o.e;enoy should 
e:t!ca"or to arranso f or auoh llitposition throut h the oontraotor or direct . Prior 
to the ctaaation ot hoetil1tiea , any itoo not diapoa• J or to the contractor or to 
ot~trl !or ~urpoaea of war production , which the pr ocuring agonoy does not deaire 
to ~,td11 ror tta own uee or that or e..ny other sovernmental departmttnt, rAy W 
d.!aposod ot b' the proourins at;ency or by t ho oont raot.ot" with the appro-val of the 
.,roeur!n · a-onoy tor any p~poao not lno.ontlo tont with the polioiea o~ the 9oe.rd . 
:t is t.Jpect.,e.S t"t.a.t tho po-wer of diapoaition f or &1\)' purpoae other than ! or war 
proJuctlon or to tho contt"a.ctor will be t ranere;-re in whole or in part by action 
ot tlto !oarU to the oentra.l a.::enoy as 1.t beo<X'UII ready to undertake s uch activity . 

4. Zaoh procuring &&enoy may exoro1ee oo~plote dieoretion ao to the 
pr!co ~t which any Item may bo disposed or aubjoct t o ouch prlolnG policies or 
formulas ae may bo eatabliuhed by the 3oard or under itt authority, iooludln' nny 
ll)OOifio inttru Jt1one referred to i n para,craph 9 horoot". In tho absence or spoou• .. 
1c act ion by the Board the procuring agency will endeavo.· to dispose of property 
at pr1 tu Whtoh it may ro&ard as representing fair valuoe W1dea· the existing olr­
OUIIIII&no6t oboervin~ the following s~moral polioy o. a to .tetoo·:ninD.tion ot fair value 

a. nhere there 1a an ootabliahod market price for the item an 
etror t should be ;&de to obtain that price ~th due Allowaneo for the condition 
o!" the tteo, ita location and the coat t ·o re.,..ovo i t to a plM.ce of dlspos&l , and 
tho sellln$ ooat 1noludint coat or prep~ration for ealo . 

92 

b . Where there is ~o eatabl iahed :arkot pri ce, oonai4orat1on 
tb.ould bt ''••n tO the t"ore&oing factors and ~ other aTailable infonaation 
lnolodla' tho coot of tho Ito,., and tho Op<OOd Wtth whloh the Item ca:l be re­
pro~••••d or otherwiae put baok into use. It 11 rooo&Plaod t h•t disposal prioea 
will In IIWIY lnotanooo b<>ar little, 11' uy rolatlonohip to ooat. 

o. SUbetantial portlona or property involved in contract 
ierftdr.ation, partToularly work in prooeet, ji&• • dtea , tixturo• and apeoially 
dost.rned lt•e havin~ no knOWD oOJIIIDeroie.l application , n-...y haTe no value except 11.1 
•orap. A prompt effort ohould bo ~de t o dotor~lno promptly what items ar e 
.•·oporl y chuifhd ae eorap and to erfoct pro~tpt dlapooltlou or ,uoh l to:no . 

d. rn oaeee whe-re diepoeition 11 mo.de to A contractor or auppliet· 
to: tho purpo10 o? performin& a war production oont r aot oonaldor~tion uy be r;hen 
to .ny lesGor val ue of the item to the contractor or tupplier for that purpose , 
I: •or prod•otlon w-111 thereby be f aollltatod . 

- 2 -
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'f dhpoll tio'l ot-nnot bet •de at prices determ1netl 1n aocoru.a.11ce rlth the fore,oin, , 
t.bt u."\ttl euch t.llne a.• the central t.genoy beooewt ready to Wlderta.ko dlspoaltlon 

0~ the property . tal e ay be r .e.<ie by t ha pr-o •urins aeonoy u.nder such other ro,;ula­
tlc!\• as 1t u.y proaorlbe for the purpose or ade~uat·e ly tea-tin~ the ~rarlcot . 

ft . Vn lcua tho contre.ct otherwise provide a, the contractor may, a.t o.ny 
tl~e artor roooipt or termination notice , remove t rorn his pl ant and store at his 
otm dtk , any 11roperty , au d tho .:overnment , with the oonaont of tho ~ontraotor , rr.t.y 
re~ve and d1apoae ot any propert y listed in aooord&noo herewith prior t o tinal 
s.ottltr·ent . At all evonta , unleu; tho contract othorwiee provides, any property 
no~ dhpoaod or ln the ma.uut r hereinbefore provided w1 t.hio sixty day a t r Ol'l receipt 
or" Hat. oover1nt the part icular itero. ahould . upon demand of the oontraotor. be 
rmond f r Q:'I the contractor' a prendt;ea by the proour1n; a :;enoy, unless the proourin; 
t~t~cy ahal l prev\ousl y uete~e that the lte~ it r ot ohar~eable to the Jo•ern..n t 
a::.d d.oel rot. olon• to the :;over nment . In tho e•ent that any such property la not 
J.) re:"o:e cl U,?Otl J om.!id, the property ay _,. a t.ored by the oontraotor •t the ·~•• 
LA rllk o; the proourba' acenoy or on the oo!ltraotor • a prer Jaea or , 1.r he deter· 
•Jre• that. epace 11 not available ror that purpoao, then •laowhere . In auoh a eate 
t .. e co.ntr-.otor ehoul d take re•sonablo prctcaut\ona for th• protection or the property 
l.'.d 3hould uotit)' the procu.rlng asenoy or tho aution tako.n . rr lt is lat·er doto•·­
dr.ed that tt:e pro .:ur1ns; a.~ency was not obl1 ~o.t•d to t o.lco property · . .-hlch was ro1 oved 
;,r U1aposed of pdor to ti.ni!Ll settlea~t. an ttdjull tr~ont should be rte.de i n tho final 
IJettle- ont 'Yih1ch wi ll allow the contr acto r tho ourre"'t dit pos.al value of the 

p'o:'erty e.t th& tilllo ot r emo•al. 

G. Any property whioh comas into tho hlVId l ot the procut'ln~ a,.enoy in 
CO~" .. eotioo with cont ra.ot termination whi ch la not diapoeed o f •s herei.nbefore 
~~O'I'tded &nd •hlch han beon deto~ned by the proourint &coney to bo sur pl us to ita 
• eAd& shoul d be reported to the contr•l a anoy f or dlapoaition . npon r eceipt or 
au~h Tt?Ott the contr'al agonoy shall with !"OiliOna'bl @ prol!tpt neae t•ke poasoelion, 
ac.,ounhhil ity , 1.11.d f'ull r oeponsibil1ty for w y rurther rtaintona.~ce or utili~ation , 
rero al, prote ction, etorace, sale or o(hor diapoeition of tho property . The 
: .. ntr .. l a ency sh"ll oontult Yith tho pro..surtn,. • :;eno) • • t o the disposition of any 
. ·~perty ot tpeoia l .!lttary a1~1fican ~• · ihe proo~1nt agonoy ahall have the 
rl ·bt to rftiOve and .tore tor the account and a t tho r J 1k o. the o.entral • ~enoy any 
) tO?trty 10 reported, pendin& a ction by t he central • ~•noy. 

- 3 -
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1. tho proourin~ ~enoy ah&ll render all r•aaonabla aaai•tanoe to 
t>• cent ral ·~•nay i n porformin' ito obl1tationa wodor paracraph 8 . Tho central 
t~JlC)' a'u~ll bt a\&thorlaed to uee any exiatin' •toras• or othet taoilitiea which 
rht pro, ur ln; a;.onoy finda it p•·aotioable to make av&il•ble to it.. 

8. TrMtfera to tho central &&enoy ahAll b6 t' tt.de without valuoe but 
tho central a~onoy aha.ll make periodic reporta to t he proour1.ne a:;enoy as to the 
~~ recato eatlmated value of items tr&nator red, valuations to bo baaed on d14poaal 
v.tues 111t tM t!rr.o of traanafor to tho central &(tenoy, at uatimated by the eentral 

94 

9. AnY dlepoaition or property by the pro ~urln~ aconclos or tho 
a '"'onoy ahall be made subj ect t ·o auoh reeulatione aa tho particular atonoy 

but onl y 1n conformity .. ith po11o1u or dotonniJ>ations or t~o Board ' ' 
rul1n~a of tho -ar Production Doard, the Office of Price 

or any other duly authorized a~enoy. At the request of ar~ proour-
1::! '~~oy or tte central • t oney or on ita O'ffl1 1n1t1at1ve, the soa,r d my establia.'t 
or •pttrove pr1c1nt; ror-..laa under which any article or olaac or ar-ticles a.y he 
sold by a proourtar ·~•noy, may desisnate t he appropr l at• aeenoy to aoll any 
article or olase or art1olee, and ay prohibit or condition the sale o~ NJ.Y arti cle 
Ol'" clau of u ttolet by a procuring a ;;ency. 

10 . Tho foret;o1nt; provioions rotate sohly to pr·opor·ty in the handa of 
pri111C con1.raotora . In order to carry out tho bt181o pol1o1e8 ot speedy a.d.jus-tJtont 
or oont.r aota a.nd prompt olear4Ulce of plants , the I OJOO pr1no1p lo.s ohoulJ bo o.pplled 
to ~roperty in Lho hande of subcontraotore or ~Y l~ \Ol whore tho subcontrootor 
r.o.;,lts Hat a or such proporty prepared hi llOOorJanco v.1 th para;;rnph 1 , with tho 
~~rtiflo&to ot tho pr~A oont raotor that the ite~e liatud are ~elioved to be proper-
1;; a llooable to tho priao oontract. or any other eat1tfaotory t>vidence or that i'aot . 

- ' -
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/ 'Y 

I ntorma t i e n received up to 10 a . m. , 29 th December , 

1943. 

1. NAVAL 

BAY OF BISCAY AREA 1 29th , 11 Cerman destroyers 

siphtecl 9:40 A.M. 300 miles Southwest ,r USHAN':' with 

intention of meeting homewarcl bound blockade runner . Enemy 

destroyers intercepted at 1:35 •. U. by two of H.M. Cruisers, 

2 Narvik Class and 1 Elbing Class destroyers sunk, 

others damaged . Liberators subsequently attacked at b : 30 p .m. 

Nn details availabl e . Our Cruisers sustained slight damage 

end o few casualties . 

?.. MILITARY 

1:!:ill· 8th Army bo·1e made fUrther prosress in 

oleori~ ORTONA, 

RUSSIA . Russians have made progress in VI':'EBSK 

area and advanced in KOROSTEN area , North rr KIROVOCRAD 

3trong German tank and infantry attacks have been repelled , 

3 , .~IR OPERA'i'IONS 

vffiSTERN FRONT. t.6th 1 Beoufighters dama~ed a 

2 , 000 ton ship a nd 3 escort vessels orr NO R\/AY. 

26th/29th , 20 Mosquitoes despatched. t o DUISBURC, 

DUSSELDORF and COLOCNL. 11 Wellingtons dropped leaflets • 

!!ill· 27th, com.nunication targets near CZ.NOA 

,; .od AREZZ.O '- ttecked by 41 medium bombers , and at ANJ.Ct:! (S. <: . 
§ ..... 
~~ an13PI VITAVECCHIA by 92 fighter bombers , 

~ 
~ a: 
~ ~ 

w 
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TO 

TREASURY DEPARTMENT 

INT~R O~~IC~ CONNUNICATIO N 

DATil 

<Jocrotory Morgenthau December 30, 1943 

!'rod Smi th 

(1) Ian ' t lt about time to spring George /. lbee? He will 

hove to help on the first broadcast , and we have a 

speech in Cincinnati to follow almost imcediatel y . 

(2) I have asked Gamble to lot us u se Private Dudley to 

s tage your broadcasts during tho drive . I think he 

will also have some fresh idee s . 

96 
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11117 h• 10, lMI 

Dear •· n :AII&t 

!be _ ........ ,. ... ., ,_ pla b 
,._ wllUspna M 11 ••'"w a UM -
1a -. .... , -.. wta ~ •et..s .,...... ... 
er -u ua..saa"• .._.., ... ..- *• 
Ul'N .... u,. ............ . 

J)l ·""'- ............ u ...... , teo U Ule pa11Usl\J' _.stu »• bsea p1aM4 

- --la ........ ···-­tsd *' 1a1: -u JIU'OIII••• 4: ••• •"••· 
fte bahla fill tbS: _ _,, 117 tills lllaA 

er ....... u-. .,.. ... ,_ • SNSt p911: 
ISniMo 

r• .,. •-• • tbs f'llll ' UJIPWt ot tbs 
... ...,. Dlpe ....... la ,. .... :ttwt. 

alDMrelJ, 

.. 1&Mzra.tr. 

•• IS..:Aio ..... .. 
~- .... lAs .... ... 
.,. !be, ..... ..... ....... .... ,, .. ... 
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Advia ed Mr. Gamble that whenever Mr. Frank 
n CaDe in , the Secretary will be glad t o oee him • 
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TREASURY DEPARTMENT 

• • ••• I':Y;11Q>I ... -... ~,..........._._. 
WASHINGTON 

December JO , 1943 

TO SECRhTARY MORGENTHAU 

ll'ROM TED R. GAl•iBLE 

I located Mr . Aaron Frank in Southern 

California , where be was vis i tilliJ .vi t b sons end 

i s recupera ting from e recent illness . He con­

t acted his doctor end upon his advice , decided 

he could not come to Washingt on , on Monday , 

J~nuary )rd. He felt be would be able to make 

the trip a week or ten dnyo nftel' t his date and 

while he would not commit himself as being 

definitely ava ilable to take t he job you had in 

m1nd , it is my opinion he would make e favor­

able decision aft er meeting with you . 

I told him I VIOUld ~:et in t ouch v.ith 

him later, if it were poss i ble to delay your 

decision in this matter that long. 

99 

Regraded Unclassified



( 

Dear henry, 

THE U NDER SECRETARY OF STATE 

WASHINGTON 

ll<:combcr )0 , 1'1/,) 

I tl-P!,r ecit..te trenen~n-Jsl,~ your :C:1nc1 t.hourht . 

rnn.ed thnt. I shou d not be out nnd 81'('1Und 

for another f4"1T dnys . 

nth ev~r)' poocl wish for the new 

yc8r , 

Sincerely yourn, 

n~e honorable 
z.enry 'Jor &enth6.u, Jr. 

~ecret.L.r: or t.l.~ Tr ''Mll"Y 
Troat:~ry Dephrtl"ent. 

Wur.hi net.on , D. c. 

l OfJ 

• . " 

Regraded Unclassified



. 
101 

<.tl I 

"tr ict.ly Confidential 

Letter troe Adler dated llocelllber 30, l'J4J 

n >e 'oat interesting recent developn:ent hero 1a the stol"'/ that a 

nUltl>er of youn~er ArnlY officers have been attemptinG to orgoniz.e a movement 

to displace the peoplo "cJ.ose" to the Gimo , thllt ie both higher Amy officers 

ond non..Ul1t.ary politicians . Ono of the leadsre of this r;.ove~~~ent which was 

.at.o!r.t; conside rable support as a result of the corruption rife in upper 

•:W circles was arreeted after his retum from India •here apparently he 

•a. enlist.in~ support among the Chinese •Mil o!!icere there and cay heve been 

et.ot by now . '!he above story is very hueh-huah . •he incident reflects the 1n­

croos1n~ political instability to which I called attention in my last letter 

to :;r . .. hite . Should such a move..,nt gather heodwoy it <'itht easily lead to a 

1~•4 equivnlont of the Sian episode--<~~utt. tis mutandis of couree . As 1t is 

t.hera no recurrent rumors that Chen Chong 1o to replace Ho Ying-chin •• l. in­

leter of .lar, which in itself would be a partial concession to existing Army 

u1scon tent s; this change would constitute a slisl>t step forward for obvioua 

rt•tona. 

ul.d )OU o.ot my report on the Gimo's book on •Chinese Econocics• 11hl.cb 

1 aid for the Fl:lbessy oeveral conths ago? 'n\e !lnb6ssy told o:e a copy liOuld be 

!oroanJec! to the Treaaury, but in view of the t&rdinose with which 1'1ashineton 

4epart.oents releaee material to other covt. agencies it is always safest to 

cheek up. The now edition of •Chino ' s Lestiny" specially revised to be less 

ottensive to foreigners will be publiohed in the next dey or two and I shall 

send alons a review a o soon as possible . IncidontsUy you will be intereated 

to hear that tho B.&.w. gete a fair amount of ,.,.terial on financial conditions 

In occupied territory whieb there is every rsaton t.ha Treaaury sbould receive. 
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The b .. t thing to do is to get in touch not w1 th Agnes Roro.n who 1s so:!<lthing 

o! • nl nco~oop eyut with the person in B,E,W, who is in charge of ene~ are•s; 

another uae tlll source of in!ormti on i s the radio intercepts of Japanese 

coroorcial !'ir!M released in mineo{!l'uph !onn to various Oovor r.rent depertn:ents 

In las' i ngton by the O. I'I. I . I hope to hove access to all the available IT&tarial 

in Cl'ollll kin ~ i n prepari'l! the survey of oonditl.ons i n 1943 to w\lich I alluded 

in -:t last l•tter . 

The !lrit1sh have not yet fl.ven the Cl'oinose notice to terminate the 1941 .~ 

AGN"".ent , Thoms believes that they will do so at the tfld of 1943 or at tho 

be..j nni~ of 1944, ane I hope he's r i ght, as i t would be a nui3ance it I camot 

hand i n r:rt rooicnation as or January Jl, 1944. According to Thoms the British 

are 'coninr you i nformed in 'ilashington; it ·•ou1d be app-eciated it you cnuld 

let r.e kn<m what ia going on, /1m enclosing an item !rom the 8nnk o! Chil'la 

Bull•tin eontaini~ the r egulations governing the l!l'anting or for eign exehance 

by t.he Exchange Control Commission, 

By the way, could you let "" know what the Chinese official balances in 
i;1 

the U. s . aro nOW'? They should be pretty substantial What with the heavy expendi--

tures bY our Ar-:t not to rention tho rt!lllittanceo by ovarseas Chinese and by 

'liesionary and philanthropic a gencies . It occurred ~o ~~~~ ~hat in v< ew o! the 

lack of cooperation on the part of the Chin~oe in tho 'Oat tor o! U, ~. disbursements 

1n Chine, it mlght be desirable to req110st the Chinese to pay for J:l&terial 

>Mieh would otharwiae be lent-leased to them one• thei r official balances 

exceeded o. certain level. In a':'t)f case i t iS necessary for us to maintain and 

increase the pressure on them to corre to sorr.e I!Dre reasonable a:rrango'!'.Bnt in 

co,nection with our expendit.res here; as )'OIJ :wst kn017 the Embassy and other 

""''crn:nent agencies hare are receiving U. S. currency which they are selling 
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on tho black J1'.&rket to finance current needs, but thio 1s only a stopgap and 

doesn't ar coct the bulk of our OXJl"ndi turao here , Incidentally it makes G.L. 75 

n d nd l~t.tnr . Ro tho bLnck IMrket, Chi na r.lU4t be OM of the f!YVf pLnces -

lt not tho only ploeo - in the world -.hera o aterli~ nrea curre ncy \s at 

a pramilll!. over the US$; rupees are now selllre i n Kunming at US40 cents oer 

rupee . 'rhe reasons are f i r stly, that there 1a a mora plent iful and r egular 

:ruonl,v o! n. ~ . currenC)' than o! rupees and soc~ndly, that rupees can be put to 

i'Tadiate use in al:llgyl.ing coed$ in rre,. India. Ao soon a.. the situation w1 th 

re•..,ct to tho Board 1a cleared "P I should like to spend a week in KUl'llldng 

to l ook into the general econocic situation thoro, to pick up some dope about 

our Amy exoend1tures , and to investigate the gold &lid black ,..,.kets. There 

are lots or ue~v stores about squeeze and ine!Cicienoy on the Chinese side in 

V10 handlinR or our Arey contracts ; in so•-• cnsos t.hc Lnbor was conscripted 

.rl. thout !lain!! paid, the cont ractcrs usinc tho oxcuso that the U. S . ArriV 

re ~••ed to pay r.hinese Lnbor. I t i s easy to see how su ch incidents '1ouJ.d 

creat e anti-American !ed>.ng. In other c.>oes tho •quee~e is r opcrt.ed to have 

a.-ount od to sex, so U>at '0!-at with tho orti ci al ••~h•r>t:• rate srotesqu•~v 

undervaluint the dollar and other wasta incidental to gett.i~ •ork done in 

~resent condit lona we wero paying at lei\.St lO til""a """'" than we should have \ 

Jone, Ono o! the troubles i s the Anoy Service o! Supply Of ticers who '""' . \ 

put tn chorgo of construction work are o!ton COI!lplotoly iP,norantht o! condt i trions .I 
here , Could you let ae know i f the Treasury is into r" ot ed i n i s • ar o 

thing? !C so, I could very profitably spend a week in Kunml.ng, a wnok in 

Kwotlin, and perhaps another week in places like llongyang collocting the 

actual !acts. They would o! course still !urthor stroncthen the case both 

~or Rnerse Lend-Lease and !or adjustrcnt. enabli!ll us t.o acqui!"e fapi at a ClOre 

rea•orable r&te, t ho\16b the case is already over.molmi~· 
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t have reason to believe that the Ql.a o is still presaine Cor a Cur t er 

! 
loan to Chi.., ond .., a!raid that the President's Xm s Evo spsecb "Will serve to 

eneourage him. There i s absol utel y no ca• e tor l!llch a loan which ,.,uld be 

rdeplnced r,oMrosity or the 'Norst kit'kl . Again lt thero have boon an,v fur ther 

developrents i n thie conne ction I should appreciate boin& ,informed, 

Have you heard that Kung has i nst ructed the ~tlonal Resources com-

rduion to appMach the FEA a bout tha possibility o! eollin& tungsten i n 

oxc'.anse for gold? The Chinese Covernn:ent eeel!ll to be bodly bitten with th• 

auri aaera tu.es. 

Ie i t true that tbo l:!Onetery co~teronce ie to toke pl&ee fairly soon? 

tr so i t to to be hopsd t hat the Chine!'<l -rlll have a etro"'ler delegati on than 

they had at the prelim:l.nary discusaioM at'kl that they will include people like 

Or . Chi . There is a rumor that Iiiii Te- >aou 11'1\Y col1'0 bad< to become General 

l!•r.agor ot the Central Bank as the job ie rrov1nc too much / (JC' K. K. Kwok Vtho 

·•ould becomo lle~td of tho Bank ' s Forei gn F.xchnnce Deportment. It is also r urr.or od 

tl'at T. '1 , -.rill be r oplaced by Dr • . 7ane Chun~oi as Foreian lolinister , Apparently 

the ! a::>ily quarrol was pretty httor , torT, V. did not even rec ei,.e the cuotorlllry 

reUcitot1one from the other s ide o! tho famly on his ~th birthday a rew weeks 

•••• * Yours sLncore~v , 

Sol Adler . 

P. S, The story r oported in the first paragraph heo beon co:-roborated . Apparently 

t.~o 11'0VeiiU!Int bad quite wide rami!ications involving 10 classes of tho Arlfl/ 

college and even people i n t ll41 Gimo' a per s onal entoura-.e. Its objeotivo 

was to onlist tho su p!)Ort of 40 Divisional Co~nders and then to organi ze 

" coup d • e-tet. The plot was dis cove rod in •ndia. 

Regraded Unclassified



105 

•Dissoluti on of the CUrrency stabl.lba tion Board: 

For the pul"P03e ot centraJ.idnc the control of foreign exchange, ttte 

!!inl otry of Finance order ed to d!.sool ve the Currency Stabi lization Board of 

O>ina on Oocoobor bt, 1943 . AU foreign excha~e bua:1neaa has sl nee been 

tran•fetTod to the Comm1ssion tor the Cont r ol ot Foroign lO:Xchange As sets, which 

is no" plaoed under the direction ot the l.!l.nda t ry instead o! t he Exocut i ve Yuan 

u tornerly the case . rr . H. H. K~ is th" etlairm&n of the now Comission, 

'11th !( , 1". Chon and O. K. Yui as vice-chairmen, lle:tsrs . Tsuyee Pei, K. K. Kwok 

end 11. L. Tai as m:rb~re and rr. Chao-ting Chi as 1encral secretary. 

llew regulations goverlli.Jl& tl>e application tor !or oign exc:ltanf,e have 

been pro,.:lg&ted as follows: 

(l) All a pplicants f or foreign exchan~o, whether indi viduals, com­

"ercial firma cr banks , are r equired to file an apnl1cat1on for .,, which Will 

be submitted by the designsted banks t o tho Corniasion. 

(2) Upon the a ppr oval of t he application by the Conmission, the 

deo1<'11&ted banks IMY sell for ei gn exchange to the applicant•• 

(3) The bank who bas sold t he exchange aoproved by the Comisa:1on 

h•ll be reicburaed by the Central Bank . 

(4) AU tore~n exchange bougllt by any one o! the des ignated banks 

-nst be sold to the Central Bank . 

( S) All derlgnated banks should reg>Jlarly turnloh stete-·onto to the 

Co-n'lasion for examinati on regiU'ding the <>mount• of foroign excilange boui'Pt 

or sold". 

i'ro" The llanlc or China ll\llletin, ~camber 1 5, 1943. 
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7\!()KI 
ro: 
DAHll: 
t.'Oo f 

.UI!!RIC!ll EllllASSY , CllliiiGXIliO 
Stor•t&r7 of State, Vaoh1a,tou 
Docoabor }0, 1943 
2514 

SICI!ft 

a.tertnco to ..Ao horo1a to our ••••ace of Doc oabor 22, ao. 247S. 

1. CU Decoabor 29, 1n JilW'......,Co of Ch1ant;1 a roquut, an4 b7 appo1nboent, 
I tnter•!ovo4 XUA&• J.tcheoon accompanied • • · h wao nontioaod to ~un& that va 
1>14 dltcuued with Genoralhd8C tho quu\ion of ronru Lond·Lta., aD4 thet I 
,.. Kunc acaln on thh •ttor vao roqueotod b;y bta. J.n:r co..,ent or propooal 
IWl~ al&ht vlth to ulco, I otate4. I vcuU be cled to COIOIIIUillcato to the Doput. 
: out . . .... 

It vao ID41cato4 '1>7 Xunc thot tho Obineoo Oo•orwoont waa ourprlced tho .&..trlcoa 
llonroatnt ha4 .DOt sheW l.,..odla\e faYOrahlo r eACtion to tuU•otloa b7 1ortlp 
Offlct thet lla,y 15 4raft of rnor to Loli4.Leaao AC'"•••ut nov bt tlG~>o4 at Ch\IJIII)tl nc 
( cot ov 211011, Dt ceabtr 14), a o draft bed beu propooe4 by the .&..erlcm Oonruo ... t, 
1>14 botn otu41 ed b7 Chin .. • Oonruent vh1ch ha4 dropped itt 111UUte4 cheacet , ani 
U.e Cblntto Oov•~uont had AC'"tod to H. It wao ttate4 b7 •• that ve ha4 not :rot 
rtethM lllttr'\letlo!lt and the place o! tipiag waa, or eouree , i .t:lllat·erial. lt vaa 
aouuttd b)' J.tcbooon that the draft ba4 botll propooed ...., aontho ago aDd linoo 
\hal tlao Goner.U Soaer n ll hod ooao hero with hh propotal Ia ropr4 to U. S. J.ra)' 

txptodlturot and there ha4 coao up f or dlocuaoioa •arlouo related quettiono. Whether 
~e Cb1Qttt OoTernment ha4 AD¥ plant, to 1~lemeat r ever •• Len4-Leaet agreemeot vat 
"' hqulr1 put by .... 

I• •acuo terao XUAC r eplied that Ch1na1s •itlll econoaio probl,. vaa oa1ntenaaco 
>f U.t oo.rronc:r, aeDtloalnc that Japan """ ~1>4: oconoalo ao voll a• :otlltar:r 
nrforo on Chba u4 he o:d4 that nor:rthlnc v.-...:'.~ co1~p .. 1f U.< curroac)' dld a ot 
atu4 "P• J.ccor41nc1Jo, he uated that he b.A propooed to tho Chtaoae Oonru•nt 
.l.atrloaa J.ra:r ••pe•lt turn bore 'be utcbed dollar 1>1 dollar with toao of nell 
expec4ltnroo aatched '1>7 tve 4ollaro, all4 that tbo Chi n .. o Oonruont appro•ed vat 
lodloato4. Cot aouroa, ho referred to Oh11looe 4ollar t ) . Bo oontlrte4, 1D r.,poa10 
to lnquir7, that IUOh propaoal ia•o1Tot proYiotoa of Chtooeo currooo:r ill ratioa 
•~!Yalta\ to •xchoAc• rate of ~ to 60 to 1. It vaa atato4 b)' hi• that Chlntto 
Cll!"ttnc;y t o prodded woul4 of couroo bt cro4Hod tc OhintiO ronr oo Len4·Leaao lj 
acccunt Catn.bl:r at 30 to 1 for ourrono:r pro•14ed oTor all4 abon the official rate 
ot 20 to l) . J. letter to hla !roa tho l'roo14.ent, dated llovoabor 26, wao ahova to I 

•• vbicb be tboucl>t ho4 beaa wrUtn ill Co.tro and .. ued ta Vathiacton (aontloatac 
t.bat Cloatralhat.o aA4 ••· Chl.aac bed o.pprouhod tho l'rcaldt llt in r op.r4 to tho 
IIUUUoa ot latl&Uoa 1a China ul tb&t tho l'r.,i4ta.t bed ..... eo•• onct; .. tloo to 
thta Wiob be con~la\ed Uecuulac with fr••Out7• !he l'r.,14ut well nll4orotco4 
~1t 41fflcult1 .. , bJ1c oatl , ut I replied that ve DdoaYOred to ltoop hta ul 
our co•or .. oat 1n paoral tull:r tatoraocl of 4en1opaoah ao tb•T occurred. 

Ve vtro Ia no pooltloa t o aata co ... a t other tha& that outlined abo••• 1a 
l1Ch\ of Dapartaoa\1 a 1841 Dacoa'ber 32 ut 1 atrol:r otato4 that I von14 l o\ luAc 
bow aa too• at 1nttruct1o~a wtre rtct1;e4. IJ.'bro'QCbout t bt contertnot. il.m.c WI aoet 

cordlol u1 affo.'blh 
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z. Grnoral lit...,. ha1 tntorac ua that aa ~ •rt,....tal ..t.rtaar -
Atcbn oa• 11 oh4rtlT eoa1q hero all4 \hat aceor41DC17 °tb1ap vtll aooa beci" \o 
l>oQ.-•·' Ia ccMtoUoa with \hie Mthr. It h e\a\..t. b7 tho l ocal repreoontcUn 
, · 11,, ChaiO llaUoalll Jaak that ho hae bou 1ut,l0h4 \o roaatn 11o ChUDcl<bc 

•· arrl•al or Pro!taoor 14var4 .t.teboaoa aa4 hae a ckt4 tor tn!ormaUon ao \o 
oro ope,ct !Lvt 4atu thereof all4 ao YO han not ben abht4 thh • • or cour .. 
IAforotat iLoo wbloh YO oolll4 not 1'11rn1ob. It Pro!teoor Atcboooa 1o botac .. ,.t 

by tho ( 1 ) tor the purpooo 1n41oatt4 by !loam. 1t 1o o\11' hope that ho w11l 
tall &Uthor1 t7 to opeak tor all concerned acoootoo and tbuo tend \o rooolTt 

tl>o 4oplorablo contulion of tbh ll&tter wh1oh hal bcel1 tho recult of tho 
lntoonllaato4 approacbt o mado b7 roprooontatin1 of tbo Tar1out 4t}'Ut&onh 

QJ.USS 

(•) Aoparent oa1n1o:> 
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omc1 or m s.:Dt&t:r 

DIIIMIJ' :Jl, 194) 

Jleoel- tllia dat. f- ,.,. Pedersl .... l'ft lladt 
ot !In Tort<, tor the -.ticleat.ial illto.-J.on ot ~ 
Seeret&rJ of ~ .,._..,., caapila\1on tor \be_... 
e ndaol Doeaber 22, 194), ela0111Dc dollar 41Aibuw-nt. 
ou\ of tile 111'1\10 a.>ln and '""ell a.,_t. n \!Ia 
Paclersl .... l'ft lua of I•• J orlt and \M •- b7 
whS cb thee• elq*ld1\uw ...... n-..s. 
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FEDERAL RESERVE l!h!IK 

OF 1/I:.W YO!« 

IAco:ober JO, 1943. 

::. 1'!DE TTAL 

ert r '' r . Secretary: Attenwcn; !!r. H. o. llhit.e 

1 a.m enc1os ing cur COlli. ils tion for the week ended 

uecember 22, 1943, sho .. ing doU.. r dis bursements out of the 

Er1t1Sh Elr.pire and French accounts nt thio benk nnd the "'"'ns 

b) which these expendi turos were IinMcod. 

Faithfully you ro , 

/a/ L • ., . Kroke , 

L . • Knoke , 
Vice Prcs1eert . 

Tho Honorable Henry llorgenthau , J:•, 
Secreta ry of the Treasury, 
•oah1ncton 25, o.c. 

inclooure 

COPT 
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•'1"'", 0 bE k~ T" ·. v• c.- w:1;, m .;n 

copy 1'0._-LJ~r _ _ 

Ql;,Utl,_l{o_, 426 

Information rece i ved up to 10 A .. J. )Ott. Decenbor 

~2'tnom ~iaters . CO.lVO/' of 19 ~. 1 r s ' ' . c. '185 Jn­
successfully .. ttoci~ J" by SCI .. J.:' .. OhS:J.• 

. us orrl. •ted in :lor~;h Russian ports . 

!lorwegian 'Ia ters . 

convoy south of BBRGEN • 

26t n ~utch Sub~r1ne >robably 
to ~edoe<l on• ene l" ~:.i p of a 

.k.-.ti-Sub 1ar~ne Oferations 2'1t., , 1 '1- l:l-:>at oa::~ago<' by 
a~rcroft !. •. of A:..Olt:,:S . 

2 . ill..LI'fj.RY 

Italy 8t h Ar.'lY. • 
Ui nsions 

C.1 OliA- OHSUG:IA Road , 

In coastal sector C<1a&dJ.a :1 and ~ndian 
reached gc110 ral line t o .11les :r . ' ·. of 

5'tn Army . Act i vit< co.1f1n"" to ,Atrolli 1g . 

Rus~ia Russians have c u~ tu r ud .. vhCS~Z. ami ~de ,,regress 
in tr.e VlTEE&I: and <..:111'0 .. d. areas as 'llell as 

'1 . of ZAi-Cr.OZHB. 

1 ics te1 n Front ', 29til/)011h . 1\l rcr:.ft des,.atche<i :-
u~r.urr 71 2 (20 1issJ.ngl, :...•:.L .. i</'hG r. , 

L::..F.,IG 5, :1. ·,. GE!1 !AciY 10 , '!111ta r :; ObJoctlV<JS •· . i'R!-.. 'CI: 4, 
Sea- ll•1lng 28 Leaflets 10 Intrudel'S 2 . 1-r~L .1nar y r eports 
Oi1 bEHLI~J lndica te t h1ck cioud bul r os·.tlt s ~" ·1~r-.lly good • 

.ftal y 23th . Liberators (ll . 24) <lro)Jpud 27 tons on 
rail~•ay centre at V!CE:IZA. 126 escorted heavy 

ho .. bers dropped )06 tons on railuay centre 1t ,,_·:r:'I <58 niles 
• " · of ANCOI'A) , 238 escorted ~tldlU 1 nd lif .. t bo .l:>ers attocl:ed 

·• rfittlc:s a nd railway ta r gets in liO 'E uro)a . 
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1-..e: BRITISH toLU.R BALANCES 

Present: Ur. White 

December 31, 1943 
9 :15 a.m. 

H.Y.JR: Just you and I - nobody else. 

11R. 1NHITE: Anybody ie available. I dido' t know 
what you wanted . They haven' t been working on this. 

We have two documents , one which i s a draft of what 
Crowl ey's shop did and they just gave me last night. I 
have called them up s.everal times. This is it. (Draft 
dated 12/30/43, copy attached, banded to the Secretary. ) 

They ~ have something better this morning. This 
i s what they had last night wi th t his simple introduc-
tion. ~ 

H.M.JR: This is Crowley? 

lilt. V.lliTE: Yes. 

H.M.JR: (Reading) -we woul d only be justified on 
the ground of financial stringency. " What doea t hat mean? 

YR. WHITE: OD the ground - if they badly need the 
money. 

H.M. JR: I l ove the picklea! 

M.R. \Ill iTE: Some candy t here, isn't there? 

114 ... 
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H.M.JR: British dollar position ia likely to prove 
still further consequent on increased troop expenditures. 
Doesn' t sound liAe English to me . "Prove still further con­
sequent on increased troop expendit'urea . " 

MR. WHITE: Consequent upon, 

H • ..! .JR: "To" but not "on." 

lm.IBITE: "Consequent upon." Consequent to would 
mean a little different . 

I think it ia a very clumsy thing. They did that 
i n a hurry. They were workin~ and trying to get the 
list. ~very time I called them he said, "The records are 
in such 11trrible shape it ia unbelievable. " 

I don't know what those fellows are doing over in 
Lend Lease. Ria difficulty ia - they make it out to be -
to get ordinary lists of this character. 

H.M. JR: They must have thousands of people . 

Mlt, VilliTE: Every time the subject comes up, l'lhich 
is not leas than a half a dozen t imes in the last week, 
Currie baa expostulated on the poor recorda which are 
available, an<' the difficulty of getting t he kind of infor­
mati on they want. 

H .~.JR : The Trea.sury might be asked to get up an 
esti mate of t he likely increase in the rate , and so forth, 

lffi, WRITE: We have the last estimate which the .1.rmy 
baa supplied us. It shows some subatar.tial increase -
not aa much as I would have assumed, but it is their esti­
mate , The twelfth of November - they may have a later esti­
mate. Going to spend on balance about t hree hundred mfilion 
in the British Isles and North Africa alone, next year. 

Harry. 
H.U.JR: This i a an awfully ulumsy piece of work, 

lLR. V.H ITE: Yes. 
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H.M. JR: The Presi dent will neTar get this thing 
this way. 

(The Secretary asks for Mr. Crowley OTer the phone . ) 

JAh , VH!ITE: They are supposed t o be coming with a 
more f inished draft. They were working last night, 

H. :.t. J R: I will try to get them over here a 1i ttle 
ahead of time. 

~ 1~ITE : He is coming at ten. 

H .~ .JR : So are the others . 

~. \'IlliTE : I prefer our draft, 11hich is much better 
for the record, 

1! ,1£ , JR: Vlhere is yours? 

Mk, 1iHITE: But it is a different approach, That 
is the data which they are ~oing to supply - we can slip 
it in and acid on, But I th1nk t his is better for the 
record than theirs, if you want t o have something for the 
record, We t r immed it down a bi t from the last time you 
saw i t. (Mr. 'lllbite hands the Secretary "Memorandum for 
t he President," attached. ) 

(The Secretary had a t elephone conversat ion with 
~r . Crowl ey,as foll ows:) 

llo 
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t1 tor : 

., ~rl\to r : 

HLJr : 

::~.Jr : 

C: 

~:.Jr : 

H::Jr : 

C: 

H:lJr: 

Hello. 

!lr. Crowley. 

Hello. 

Go sheacl . 

Leo? 

Hello . Yes , eOOd ~orn1n& . 

llf 
~ece~~er ;1 , 1943 

: 2 ... a . c . 

Go od morning . Could you et over he re e 11 ttle 
~1t before ten? 

Yeah. I ' ll be over abou t •'hen do you wa:~ t 
a :;.ou t ten o1nu t ee or? 

::ell , a ~uarter .. . . 

Or a ouarter? 

A ouarter ~~uld ~u1t me better beceuee I ~on ' t 
it ·you don 1 t mind - - this memo r endu:o whlch :·1ss 
Harry ' s just handed me , I Con 't like 1 t . 

I' ll be over s t A cusrter of ten . 

Thank you . 
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H.M.JR: This thl11~ in "S" - " .. . but the State Deput­
ment and Lend Lease Adminiatration were reluctant to recom­
mend auoh a step--" Well, God damn itl The President 
isauea such a directive, I wouldn ' t say the State Depart­
ment and Lend Lease were reluctant to recommend, but reluc­
tant to carry out , 

~ ~HITE: They thought they could reach the objective 
by another approach. That was thei r idea. 

H.M.JR: Well, do you mind making a note? 

WR. WHITE: They say we ought to try the other approach 
f irst, that they can get it by Lend Lease in Reverae. 

H .~ . JR: ill right. I don't say I want to use tbi a, 
but if you are going to say " ••• were reluctant to carry out 
the President's directive" - I am ~oing to have to aign 
this, am I not? I want to put it that way. I don't want 
all these weasel words in here. You can put in the rest -
"until" or "in the absence," then go on " .. . in t he absence 
of exhaustive--" and ao fo r th, you see, Harry? 

1I.R. WHITE: Well--

H.~ .JR : It wasn't up to t hem to recommend. The 
Presi dent's directive--

Wt. WHITE: That we obtain a certain objective. It 
waa up to the Committee to deci de which would be the way. 
We said that way wouldn ' t bring results . They said it 
would. We wanted t hem to cut down on tbe--

H.M. JR: I would aay, "In view of tb~ !ac! that almost 
a year baa passed since you signed this d1rect~ve, we feel 
that we would be negligent in our duty if we d1d not formally 
bring to your attention t he fact t hat- -" then go on. "We 
are die appointed wi t h progreaa made to date" - see? 

MR. WHITE: That sentence would be al l right - the 
earlier one. ~e put the tiritish argument in to show the 
Preeident t hat we are fami!iar wi th what they said, be­
cause Churchi!l wi!l have told him most of that . 
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H.M.J R: From the bottom of the page. 

Ml\, V.hiTE: We thought we would add some more iteJlla 
which I just got last night. In f act, I didn't get them 
unti l they sent it about seven o' clock last night. 

119 

H.M. JR: I like this much be lter, except tnat I would 
expand t hat. 

UH. ~HITE: 7hat is what l thought I would get from 
that . I told tnem exact ly ~hat you had told me with respect 
to getting a list of specific items and they said t ney were 
working on them, and this is t he first thi ng I have seen . 

H .~ .JR : You have been living witn this and I naven• t . 
Does this carry out the point that I wanted; namely, that 
we woulc fi rst exhaust all possibilities of cutt ing down on 
certain things? We don't go over t he President's head and 
say it baa got to be do~ to a billion? 

M"• 'JHTE: Then I think you may want to cut out the 
last sentence . I put that specially on a separate page. 

H.M.JR: No, that is all right , 

MR. "niHTE: That implies if that ian' t enough - that 
implies you are shooting at a dollar mark, because you are 
saying you are going to cut out the doubtful thing~an~ if 
that doesn't do t h.e t r ick you are going to re-exa..anne 1 t. 
You can leave it off if you like, but fo r the record, I 
would very much like to see it in. 

H .~ .JR: That is all ri6ht . is I remember the earlier 
t r.i ng, it gets away. 

MR. WliiTE: I t was the second provision of the earlier 
draft t hat you may remember Acheson objected to strenuously. 
He said he would.n' t mind the first, but he wanted the second 
provis ion out . That. is ~ut now and replaced wit~ t na t. 1ast 
sentence. I t still l.lDplles, howeve 1• , that the flgure ~· 
important, and i s di stinct from ~rowley's approach, wh1ch 
11 merely one .of items. 
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I woul d put it this uy: If thi s h what you are going 
to do, I don't see any use o£ bringing i t up to the Presi­
dent - eo ahead and do it . (Heferr ing t o 1!r. White's 
memorandum) 

I think it i s necessary to re-establish the record 
snd have the President re-examine hie own di rective and 
i ndi cate the approach that he wants you to take. 

I t would seem to me it is necessary to go into that 
number of items . 

H.M. JR: ! his doesn't say reduce it to a billion, 
cbes it 'l 

!.lit, \'JUTE: Not specifically. It says we hne to bring 
i t down within t he range of your di rect i ve . 

Now, you can even change that one phrase if you feel 
a li t t le happier about i t . 

H.J.I .JR: I think I would leave that last thing out . 
I t sort of sticks out. 1 would leave off page four. 

MR. I.HITE: That ia simpler. 

~ H.l .JK: That is all right. Just expand this list at 
the bottom of Page 3. 

MR. fdiiTE: If they don't want aomething like t hat, I 
don't see why you are troubling the President about this -
unless the President worries them after they start doing it. 

{Over the phone to Fitzgerald) 

H. !.I . JR: Fi.nd out from the White House - !.liss Barrows 
Supposedl y we bad an appointment wi th the President this 
morning. When you hear, let me know, will you? 

MR. V.HI TE: Currie said he didn ' t think the President 
would aee you today because be hae a bad cold. 
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H.M. JR: I know; I am trying to f i.nd out . If he isn't 
it makes a difference . 

MR. llli!TE : It is an interesti ng t ning about this 
let t er t o Hu!lfrom the Chinese Ambassador that you asked 
me about. 

H.L: .JR: I haven ' t read it ;yet . 

It<. WHITE: Well , it indicates , among other things, 
t tat aoparentl;y the Ambassador was not infon~ed about t he 
request for a loan and the President ' s answer. But an 
equa117 interesting thing is - I got a letter from Adler -
he wri tes pretty £redly- I am havin~ i t typed because 1 
think it is of interest to ;you. In 1t he says that you may 
know that the Generalissimo asked the President for a 
t i11ion- do11ar loan and was turned down, and Adler's 
lett er was dated cefore the Ambassador ' s letter. The 
Ambassador i s complaining tnat he isn' t informed of anytning 
that is happening. 

H.!.I.JR: It isn't up t o us. In the first place, we 
didn't get the ~bassador's t hing unt i l I asked for it . 
'lie didn ' t know it existed. It came out by accident . I 
have Bull a copy of what I gave the P1•eaident. 

IJR.WHITE: ~lay I read this one line? "It is unfortunate 
that the 6mbass;y is not kept fully adTised of t he devel op­
menta recurring between the United :.tates and China." 

H.M.JR: Every place you go ;you hear the same thing, 
tha t they don 't keep t hem informed. 

J.!R . ViHI TE : This letter from Adler is very interesting 
and quite important, I think. 

(The Secretary rings . for Miss Chauncey.} 

II .M. JR: It did go, didn't it? 

MISS CHAUNCEY: Yes, sir; ;you dictated a letter in 
Ur. ~hite • a absence . Bernstein handled it for you. Here ia 
3 our letter. (Refers to letter of December 20, 1943, from 
the Secretary to Mr . Hull. ) 
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H.L JRt Wait just one second. Thank you, Miss 
Chauncey. (Miss Chauncey left the conference . ) 

127 

I will check up and find out whether that thing went, 
Harry. I mean, whether t he President sent mine and whether 
there is an ans"er. 

J.m. I;,JilTE: The curious thing is that - ho" could 
Adler have found out that the President turned the General­
issimo down on a billion-dollar loan at Cairo? 

H .. .. JR : Well, it is like that other gossip. At 
Teheran somebody said what they said, and so forth. Maybe 
the l't·esident did. He didn't give me that indication. 

!.!l .• •,\HlTE: That is surprising, because Adler said, 
"I heard i t gossiped, or rumored, " but then he said, "You 
probably know that. " 

H . ~.JR: This doesn't check because the President was 
s~ keen - he saw me the first day he got back. He said, 
"I have seen llorgenthau; I v. i ll have an an ower for you imme­
diately." He had seen me and t hen he was going to send my 
message, which would put the onus on me. 
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Prooo the be.UU.iDc or tbe te..S-teaaa JII'Ocru iD Kareb, 1941, 

unr 1- .,.,.. t "''Pli..S \o tha IIDH..S 11QC<Ioa and the lr1Uab 

!Ap1re baoau.ae thaT .,.,.. nuda<! tor th proH wtiou or the war and 

bao.tuae the lr1Uab dollar Utah .,.,.. ao low the BrUieh could 

not a rtord to buT tor Nab. 

It waa ltcaU, peraiaaibla to •11pply theu it...,, but at the 

pruent tS... the npp~ or UJIT ot U.. oooald be jwotit1..S Clllly 

on croun<l• ot tinanoitl atriDttnOT• Tbtaa quaatioubla 1-

inoluda neb thiDp aa the proCilJ'-nt Wldar ltlld la"a or titb 

troa Ioaland tor the IJD1 ta<l lined.,., oapital aquipaant and a aehilltrr 

with a Nlat1Ya17 lon& life, ttwill& aachillae, auto110t1n aq\11-t 

for o1Y1l1..,., euch it..., •• ail<..S piol<laa, braoc1y, and other oon­

tronrlial oiYilian 1-, and ciYilitn aupplitl to lri\iah col .. iaa 

and Pouaaaiona auch " .Jaaioa, Southern Rhodoaia and other p .. ta 

ot tho llllpiN l'ar ,...oY..S troa battle aNaa. 

'l'a fHl ill t O tar at practloabla tha\ qu .. U onabla ih• ot 

thie oberac\ar, auob u tho .. ob .. a iD the at\aoh..S \abl e, aboald no 

loocor ba nppliad -r land laue and \bet ~· lri\iab obooald be 

roquira<l \o parcbuo th• tor oa ab. 

At tbo praHot ts... \be lri tiab cold and dollar """ aro 

inoNatinc at the ra\a of at la_11a\ 700 aillion dollaro a ;rear, Proa 

tho baeiaoinc or the land laaoo proem up to tho prooont tiao tho 

Brhith dollar balano .. roM troa 200 aillion <iollaro to 1 ,700 aillion 

dolltro, ID 1944, tba lritiab dollar poaition 1a likely to iaJII'on 

a\111 tl&rtber -••quoo\ em illoNae..S w.., oxpeoditu.rea ill the 

lriUab -in. 

OOPT/ab - l/l/44 
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1/EIIORANDUII F OR 'ffiE P1iESI!.EIIT 

l , In Jmuary 194~ , you approu d tne tollow1t~g r e• 
oo!lllllenelat1on or a COI:IDii t t ee oon o1a tln.o or repreaantathea 
ol' t he l>eparboaonta o f Sta t e, Truaour)' and a r , the Offl oe 
of LenCI- Leaae Aci!D1n11 trat1on and the llotu•d of ll.oonom1 c 
.-ra.rfere: 

· "I t 1a reco,...., nded i n the 11gbt ot preaent 
c1rou.aa t ancea , tha t the 11n1ted 1Ungdo• '• gold .,d 
dollar b alancea ohould not b e perwitted to be leu 
than about toOO aillion nor above about l l b l ll1on, • 
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2 . llotwltbatandln.s the direc t ive, the Br1 t1ah Oonro-
aent• a 11quld dollar •~chan~e a a ac t a have continued to riae 
and are now ower $1 .7 b1111on , or •1 , ~50 a1H ten acre tb UI 
a t tt e ti - the Lendo- Lea ae Pl ll wa t pruen t ed to Con.,reu in 
Januar y 1941 . 

In addition to the gold and dollar hold1~• or the 
Brltiah Oo• ernaent, redd en t a o r the llnited tt1nudoc hold 
' 520 aill lon or private dolhr bll1ancu and about $1 , 150 
million of long•tera lnvee t mon t a in the Onl ted S ts t LI• Ot 
tha l a t tar aneta, ~500 million are pbd10ed with the R. P, C. 
againat the f~50 a i l lion loan. 

!l , llhen it becaae c lear that tne Br1 t1ah balance a war e 
r1 a1ng au.betcltiall;r above t ha oell l n il aet in your dlrecti•e, 
the Trauury and the Board of Economic Warfare preuad tor a 
r eduction in c iYi llan lend-le aae •• a means or lm~lementlng 
your 41rect1we, but the Stat e Dapa r taont and Lend- Leaae 
Ada1n1atrat.10D were r eluctant to reoo-end auch a atop ln 
the abaanoo of an emauaU•e r euuinatlon or our pol1o7 of 
f1nmc1a1 aeaia t ance to the Brl tllh end or Br i t a i n' e o .. r ­
al l iDternat1011al tlnancial poai t1on. It wu tl oal ly agr .. 4 
to r eq'lleat tale Brit1eh t o r a tra toslo and other aatertala aa 
roo1prooa1 &14, .. u.at e4 likel ) to •0\lnt to t2C0- $}00 
million diiJ'in& tn. ana1a& rear. 1bla pr opoao.l waa 1a­
llled1a t e1 >' plaoo4 bet are the Br1t hh. s neral 0100 tna alapaa4 
betore the latter ...... to tho propoeal in pr1nelpla and 

Regraded Unclassified



- 2 -

,.,.n theD 0Dl.7 arter e•atdeNba procldJ.Q&. s naral 
core oooDtba b a•a b .. a apent i n a n tDdtaYo r to a ,.r!u et 

12!> 

.,., thod e or t.apl••Dttne the propoeal, • are dl aa;>poi nted 
with tb l pracra .. -de to date Uld we think there 1a U t tle 
r ceeon at preaant to ba bo petul tnat tbla daYlee wi l l in 
erteot 71lld U\)'tbiQ& llll:a the • 011nt naaded t o oarr1 out 
J OUI' 41riO tiYio 

4. lbe Br 1 t1ab. Oovem cent ba a atrongl;y objected to a 
polio) wb lcb. prob1b1te an 1norea ae ln thalr go l rl and dollar 
eaeete. The y .-pbaelae tha t t he rile in their b0141nge ot 
t t ,,. a u ete--llbich ma;y be I ApiOtod t o continuo a t an annual 
,. ... or • t l eaet a ba~r bi llion dollara unl••• • t epa . ... 
t tJcen to 1n terrupt thia trend--ia onl7 a trac tlon ot thl 
1nor eaa• 1n tbllr abort-tera indebte4nau t o oYe rae u ooun- . • 
t rlu other than the united S t a tea, 

Tha y aaaert tlrat t hkt $~65 ailli on or the ae liab1l1t1ea 
rep r eaan t a apeo1f1o cl aia aga in at "" o quhalen t &J&QUilt or 
dollara and that that aua .uat be aubtracted t roa their total 
hol d1nbl 1n cr4er to ob t d n tt.e corree t rtgure or their &Ydl­
able ~old and dollar r e serve. 

SeoondlJ, thaJ olai• that their abort- t ena sterllng 
ll•bill t1•• to o•eraeoe oountr1ee ara f iye tlaea the • ount 
or their gold and dollar hold i n .;a lll'ld tha t thoae llab1l1 u .. 
are inoreaaln& a t a rate or ~2 . 5 billion a year . 

11\e 8l'it1ab elate tba t thl)' ahould bo permitted to 
acouaula te sold and dollar• a a a neoenary reaer vo 13a1net 
the11 growing l1ab1l1t1ea, '!hey oaaer t that the continued 
accuaulation or gold and dol lora ia a pro r equ1a1 te to the 
oon t1nuat1on or the polic)' b)' wh1 ch th17 h••• a:allll3•d 'oto 
rtnanoo tbolr war expon<U tur ea 1n 1nd1 a, tb • !lear ! oet 
and other o••r•••• are••· 

' lnall7
1 

the 131'1t1ah tear tha t the1r ..oun t ln., 11ab1li u .. 
to o•ereeao •u.ntl'loo will paoa thft 1n a ••"l wlnera blo 
poet t1on at'Mr ~· war m d jeopa r 4i .. thel r ohoncea or • 
apeed,)' poe\-war reco••l'J• 

5· lber o 1• aari t, ot' oou r .. , 1n the Rl t1ab poe1-
t1on but we teal tbat ael tber Br 1ta1n'a 1ntern•t1onal 
t1nano1al poet t;ton au.•et4e tbe Oll1t e4 St a t• • nor lta poet­
war need-.)wer~ -~ the oon•idera t1one whi eh pro•pted 
Conaraaa M paaa ~• Led-Lea .. AO t. In our op1n1on , Lan4~ 
~·••• a14 to ll'ltala wae inatitu tod 1n order to enable bar 
to obtain tboH gooda and • erw1oae euen t la l t o th• p r oa­
eout1on or the war tar tb& purCIIlue ot' wbieh ab e l&cke4 
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t."• n a oanary dolla ra, ~nc1 t hat ther e fore to adol.lnlatar 
the ~ot l n web ~ ,.. , a a to help \mc1ar wr1 ta Brit~ '• 
t hor t-term 1n4abte4naaa to other countrlea or to iApf'O va 
he r poat-war fln..,olal p oa1t1on la not i n a coord with 
Col\6reu1onal i ntent. The 81'1 t1ab coooede tba t till a 
na rrowe r purpo ae aa} have been t he ori01nal objec t ive, 
bu t the y be l i eve tha t ou-r <1\t r ) in to tha war alttt•a the 
e1 Wktlon , 

b, Our l ti t &r p r etatl on o l' ~on0roaalonal intent~~-· 

12!> 

to be au ;;ortec1 by the rel)ort of t.lu il'u.a&n Cox.,.i ttee en­
ti tle d "Outllne a of Problema or ~onveralon frcm . ar Produotioo" 
and a ubal tted to Con~••• on Movmaber 5, 194; . TO quota 
f r om pa ge 1~ ot thl.a docuae~t 1 

" I.n the 1a tter conne~ tlon , we ahould ne ver for-
0~t that lend-leaa e waa oris lnally au tho r ized b ; the 
<: ongreaa , a olely b e oaua a the En(.liab an c1 otb;;ra wh oa 
we c1e a1re d to a.eala t cHd not have autfiolent Aae r 1can 
e xchange to pur cb11a e ut•riall nc ee1ee1 b y tl»a. !.end­
L~au ,. • • never 1ntene1ee1 as a C1ev1ca t o sbitt a portion 
or tbalr wu coa te to ua , but only a a a realla tic rec­
ognition tba t tb e ;r cUd not haYa tile •••na with Wb l ch 
t o pay tor lll&te r iala the~ n eeded, 

"Befor e autborbi n g l end-leac e , tbe Congrue 
expree&l )' r eques t ed an d ••eoei vod aaeuraneea t hat 
lend-lea a e a.ea1e t a.noe wo uld be e x tend ed only whe r e 
the reGiphnt wu full) ut1l1a 1n0 al l of i t a own 
.reaouroea." 

7. In our opini on, nothln.s l»a happened dur lns the 
put rear to wura.nt a cban.;e ln tba pollc ) l a1d down ln 
r our d1 reotlve. 'lhe cona1<1er a t1cru wbioh proc,>t a;:l tbe c .... 
aittee•a ree~daUon l ae t Ja.nuary appear to us to b t' a a 
valid tode7 a a the ' were tben. 

'!blretore, unloa a )OU lne11oa t e to tl\e contra.ry , we 
propoae to cUacontlJ>ue certa in t)pu or trans ac tl on• l 1ke 
t.ha to llowi.Jl&' 

(a) 
(b) 

! 0) 

( :l 
(t) 

aaoh1ner,r a.nd oa p1tal 1no ta.ll at1ona; 
ott-abore purobaaeo auch aa Ice land flab, 
Carlbbea.n eugar , and oil trom outa lde 
tba u.a., 
c1Y1l1111 poda to the 111d dle r>nt1 
a.ll .;oooh to !ICM tb htr10aJ 
.-11 req"A1a1 &iona, aDd 
oerta.ln otbor eentrover a ial c1vil l an l t .. a . 

I 
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S)loul4 thue otepo pron 1ulltrie1ant to r o4uoo tho 
11r1t1ab b~anooo to w1ttlln tho rao~o 1n41eoto4 1n Jour 
ci11'00t1't'o, •• wl i l reo:o:•1.ae the a1 tu a~1on wl th • 'Yiew to 
pro cling turl7ler .euu rea to obtain th1a objoct l\'e, 
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BRITISH OOWR BAWCBS 

Present: Llr. White • 
Mr. Crowley • 
llr. .Acheson , 
Mr. Rostow "" 
Mr. Currie ' 
llr. Cox . 

H.Y. JR: Good morning. 

Dece.IDber 31, 1943 
9:45 a.m. 

llR. Cll'l'l\l.EY: Good morning, llr. Secretary. 

Go od morning, Mr. Whi te . Nice and warm in here, 

H.M.JR 1 Trying to keep from get ting cold feet. 
(Laughter) 

Leo, to save your time, I think it ia much better to 
be direct, I frankly don ' t like this preliminary draft , 
you set? .And, aa Harry put it, I hope I am not hurting 
anybody' s feelings. If we are going to do that, that 
isn ' t worth going to see the President about, you see? 

llR. CIDILBY: Yea . 

H.~.JR: What he did as an alternati ve was to use -
well , I think the quicke1t way is t o give you that l etter. 
(The S.oretary hands Kemorandum to the President, prepared 
by Mr. ihi te, to llr. Crowley. ) 

The l ast page would have to be en!arged with material 
we get from your organisation. 

(llr. Crowley reads memorandum t o himself. ) 

128 

Regraded Unclassified



129 

- 2 -

lffi, CIDV1lEY: Well, I think that Harry'a memorandlllll ia 
a lot better than ours. I only aaw t his late last night 
Knowing the President like we know him, this doesn 't hav; 
enough force in it to bring t he thing directly to him, 

H,M. JR: It ia too diversified, 

!.!.k. CROWLEY : I a~>ree with that. I waa with Oscar 
and Lauch and they said, Harrr, that you were working on 
a memorandum, 

loffi. iiHITE: Yea, I told them we had aomething. I wu 
depending on them mostly for the history - not so much for 
the meiDOrandum. 'lie thought we y,ould incorporate your 
history i n this memorandum. (Refers to statement attached.) 

lffi, CROWLEY: I think this. I am eure that we will have 
no difficulty in going along wi th the memorandum such aa 
you have there and putting our history i.n the thing, Harry, 
because I want to make it forceful eno~h that he will grasp 
it. I think that Oscar, in typical lawyer language, h as 
spread this thing out . 

MR. WHITE: I think he ia sliding over the difficulties 
eo excellently that the President might wonder - ~ell, 
wbat are they coming to me tor? Everything ia going fine." 

UR. CHD\tEY: ~ere is what happened on these releases 
that Oscar baa worked out in the job Ia ia doing with the 
commentators. He has blown thi1 keverse Lend-Lease in the 
mind of the commentator• and newspaper• and the public way 
beyond what ita real actual worth ia to ua. 

Now, unlea1 we get this thlng in shape, with this dollar 
balance thing and everything else the way it is , we are just 
vulnerable as the dickens on thia whole bueineea. 

lffi, id!ITE: \ie objected to that report on Lend;Lease 
in Revere• right along, because ,,. said they couldn t 
duiver. 
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YR. CdDil£Y: It ia a miatake because they haven' t 
delive1•ed. If they ner get onto us now, it will be 
worae than aa though we never aaid anything at all , 

H.M. JR: Ia it still any better than twenty-five 
million do !lara 'l 

MR. V~ITE : Not that you could count on. 

MR. CK>WLEY: So little, Harry, that you really can't 
say you had anything. 

H .~.JR: In that couple of aentencea wnich I am 
fusaed with now, that I wasn't satisfied with, you see ­
I don' t think they are strong enough. But what it does 
is, it just brings t his thing t o hie attention. If we 
avoid saying we want to br ing thia down to a billion -
you know? 

~!k . CICWLEY: Yes, 

H.M, JR: I should think, to a memorandum like that, 
he would aay, "Go ahead, boya." 
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MR. CROWLEY: I am willing to go along with this 
memorandum, Harry. I will ask Lauch and Oscar. I aon ' t 
think they ought to go away. I think they should stay r1gnt 
witn y<AJ. , 1f there is any change in the language it should 
be done this morning. We will both aign it and tale care 
of it that way. 

ii.II . JR: It has got to be. 

J>!R . Cf()I~LEY : One other t hing, too, before they get 
here, Talking with them this morning, Harry, they said 
over in the U.S. Commercial that t hey would be buying some 
foreign exchange. 

MR. \~ITE : I called Lauoh' s attention to tbe t hought, 
or to the information which we had and which we have naa 
for aome time tha t we don' t think t Lat the U.S.C. i s 
being operated properly by the man who is buying the 
exchange. We have a couple of instancea. 
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WR. CBOWLBY: Robert Furey, 1 think. 

~ WHITE: Yes, and 1 knew that that aspect of it 
had not yet come to Lauch's attention, I suggested to him 
tnat you re-examine.and get a report on their activities. 
Then we would take 1t up when we have something that needs 
to be done. 

l.!R. CID\',LEY: Let me aay thia to you, too, that aa 
far aa the Treasury ia concerned, I tnink in any activity 
that U.S. Co~ercial has on foreign exchange, it should be 
done, very definitely, with the Treasury's knowledge and 
guidance . I want them to work with you fellows all tha 
time on it. I d.on' t want them to go out on their 01m on 
anything. 
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MR. VnilTE: If they are eo instructed - in other words, 
if they--

MR. CROWLEY: If Furey i sn ' t a fellow you can work 
with, you give me one of your men to work with. 

H.M. JR: I go further - thia ia tne first time I have 
beard it - but for Crowley's own protection -after al l , if 
the Army leta ua operate everywhere, certainly within the 
Government we shouldn' t be oo~~ing. I think the Treasury 
aa tne Federal ~eserve - as the fiscal aeent - should do 
tnia for the Government. \e do it for the State Department. 

WI. 'Nl!ITE: Yea, the procedure can easily be worited 
out, and I am sure with instructions from yourself there 
will be no difficulty; and that ia, that whenever th!Y ~ant 
any exchange they should first aak ua. We will o?taln 1t 
at the beat price available. ~nere we can' t get 1t, we 
will auggeat other means of getting it. ie are in a poai­
tion to get exchange cheaper. I told Lauch of one inatance 
in which they were paying double what we would. 

H.M.JR: WhY don ' t you draw up a tentative directive 
for Leo Growley that he can sign or study - the way we 
would like to have it? 
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Wt. CKl1iLEY: Sure, because I don't wan t to do an;y­
tuing on that foreign exchange thing without operat ing 
through the Treaaur;y. 

bffi. \'illiTE: I don't think the man has the same facts 
at his disposal , or instrumentalities. 

H.M. JR: Ha~e you taken that over yet? 

!.ffi. CKlWLEY: Yes, we are taking it over and letting 
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Ducas go. Ducas is the fellow who is bragging about .• 
making five million dollars on tnat. He naa been the head 
of it . We have nad a hard time with that U.S. Co~ercial be­
cause of a lot of things involved. But the;y are taking it 
over this week end and moving i t down to Temporar;y "T" . 

H. t.t.JR: Is Jesse out of town? 

lolh. CJDWLEY: He is down at l\Ouston . We have had a 
hard time with that . You just don't have any idea as to 
the amount of conferences I have had to have in trying to 
work out these things. 

H.M.JR: I can imagine it because Henry Wallace told 
me the troubles he had. 

Yk. IHITE: Their purchases will bear close investi­
gation. Their purcnases in Spain and in Portugal look to 
me very much like the;y are dressing up as a victor1 some ­
thing there is nothing to boast about, to put it m1ldl;y. 

The pr.icea they are paying for materials and the way 
they are buying them, and the sur rounding circumstances 
wi th respect to t he fact that t he Germans don't want acme 
of that material, anyway - I t hink it needs investigation. 

I am not sure, but if somebody wbo is hard-boiled, 
who had no district t o defend, di.pped into that , or was 
sent over t here t o examine the whole business, it might 
br ing about some interesting developments . 
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Mk. CRaNLEY: You take all the contracts that we are 
taking over n~ - all of ~he money that waa spent on the 
original plann1ng, and th1nge like that - is still cllarged 
up against the contract s. I don ' t care, because we propoae 
in our auditing to show ju.at exactly what we took over, 
and make our footnotes as to what was spent for planning, 
ar4 things like that . But Jesse has never taken a loss 
or charged anything off. He continually carried them on • 

.llut we !lave so many rowa in Government now that it 
wi ll a!! be t aken care of by ou.r auditors . But i t has 
been a long bard ordeal. 

H.1J.JR: Do you mind if I interrupt'/ I mean, I would 
like to hear more of this if you wi ll stay afterwards. 

But wloere did we s tand, you and I , vis-a-vis t.d 
Stet tiniue? 

Mit, CiDWLf.Y: I don ' t know. He was supposed to be 
here this morning . I talked with him. I think he will go 
along on this all right, But 1 think that ia one thing 
that Oscar was doing a litt le bit. Oscar is such a good 
fel low. I t hink in drafting this thing - remember tne 
other day, Harry, I told him wnat we Y>anted, which this 
(indicating Mr. ~bite's memorandum) pretty well meets. 
1 didn ' t want :nme vacillating thing that spreads itself 
aU over the lot. I think that Oscar feels very f riendl¥ 
to Ed, and we can't put this thing up without reflectinf 
on t d's past performance a little bit. I don' t think i 
makes much difference, now. I f Ed doesn't ~ant to go 
along, 0 .! , 

H.k.JR: I hope he will go along, but I really would 
!ike to finish it t his year. 

MR. CRO~LEY: Yea. Do you think we ca.n see the 
Preaident today? 

H.U.JR: I have a call in for Miss Barrows. I told 
them that the minute they found out, to let me know. I 
will see what they say. 
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(The Secretary ia informed over the intet•phone 
tnat they won't have any word until about ten-thirty. ) 

(Mr. Currie and 11r. Cox enter the conference .) 

MH. COO'NLEY: Harry, have you a copy of' that? 

lllr. \'inite distributed copies of his memorandum. ) 

¥rl.CROILEI: Harry has a substi tute memorandum here. 
~iii you fellows look at it a little bit? 

lUI. CUliRIE: I think donation has hit us, l.lr. 
Secretary. 

li.~ . JR: It has in the pig ana cattle market. 

~,. CU RRIE: Now is the time really to get a lot of 
this stuff and stock-pile it for relief purposes in Europe. 

H. ~I.JR: You will have to do a selling job on me on 
stock piles . 

J.!K . CURRIE: O.K. 

• 

Wt. CROiU'Y: Don • t you think when we get the inventories 
f inally taken of the stock piles we will f ind enormous 
stock piles of everything? 

H.Y.JR: I don't know, but the way I feel, with consumer 
goods so short now, I think everything u can lay our banda 
on should go into - Kr. Baruch and John Hancock were over 
here the other day. We were talking about what Procurement 
in the Treasury would do. They seem to think they want the 
Treasury to handle surplus consumer goods . I told them I 
wanted them to know I felt that aa rapidly as we got any­
thing, we were going to try to put it r ight into consumvtion, 
because the demand was eo terrific , and let the stock p1lea 
come later. 

Mr. Baruch said he was awfully glad I felt that way, 
because he felt t hat way, vi olently. He didn ' t use the 
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word "viplent" but he was emphatic. I think that once 
tl.is tiling is over - now, take pigs - now, my hunch ia 
i n one week you could accumulate all the pork you could 
f ind shipping room for - in one week. 

{Discussion off the record. ' 

!.IR, CIOWU.'Y: Oscar, what do you think of it? 
{Referring toUr, White's memorandum) 

~R. COX: It is ail right . 

llii.. CK>I'ILEY: Do you llave any suggestions ? Do you 
n .nt t o sit down with Harry afterwards and see if t here 
i s any particUlar language you want to change in i t? 

Mh. COX: I think this covers it. fe has got repre­
sentative toings, ana he has a catch-all. He says, " 
certain other controversial--" 

135 

Mfl. WHITE: If you like, you !light add some things 
that would catch the Secretary' s eye . For example, in 
Lauch ' e preliminary draft he spoke of pickles and jams - · 
" .. . mixed pickles, jams, marmalade, etc." I think t hat 
is a good 1 tem to add. I think it takes just one such 
to give color. (Referring to llr. Currie's draft, attached. ) 

H .~ . JR: Did you l i ke t hat? 

lilt. COX: Yes. 

H.M.JR: I liked it. 

~ CRO~LEY: Now, you su~ested, Harry, that aaybe 
the last page - you wanted to make some changes. 

MR. WHITE: That last page four . The Secretary would 
like that last page out. 

(llr . Acheson and loU'. Roatow enter the conference.) 

H.U.JR: Have you copes for 'Kr, Acheson and Mr. RostowY 
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(Mr. Acheson and Mr. Rostow read memorandum. ) 

H.M.JR: Whenever you are ready--

MJt. ACHEs:lN : I am. 

H.M.JR: Are you gentlemen ready? How do you feel 
about it? 

IH1 . ACiiEs:>N: V•el1, this differs from the one we 
l ooked at l ast week in that the paragraph "2" of 
reco~endationa is left off, but we have a paragraph "7" 
of tne discussion here wnich says that in our opinion 
nothing has happened during the paat year to warrant a 
change in the policy laid down in your directive. So I 
don ' t know whether this means that it i a a recommendation 
t .1at we still attempt to have one billion as the upper 
limit and take these steps to achieve that purpose, or 
not . I am not quite clear what the recommendation means. 
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H.M.JR: WeH, inasmuch aa it ie on Treasury stationery 
I ~ill try to interpret . What it means it that the direc­
tive is t here, and we are telling the President that we 
feel there are certain things that we can do to move in the 
direct ion of tbe directive. Then we list them, and unless 
he aaya no, \'i8 will proceed to move in t hat direction. 

Is that about right? 

IU\. CRJNLEY : iell, llean, as l get your point, you s1.7 
tha t we say that in our opinion nothing baa happened in toe 
past year to warrant a chan~e.of the policy laid d?wn by 
thh direct ive - in number 7 • What you are gethng at, 
something in your viewpoint has happened to change that. 

MR. ACHESON : That would be my own view. N?w, ~ 
came over thi s morning to give you the Secretary a ~1ew 
on the other memorandum. This gets me off base a 11t tle 
bit. 

H.~I. JR: Good. We hoped it would. 
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I.!R. ACHEOON: Because we have a new memorandum. I 
can go back to ·my own . I can give you the Dean Acheson 
vlew. I don ' t know what Mr . Hull's view would be on this 
one, because we have been talking about a dif ferent one, 

Mlt. ChO\Io'LEY: Vlhat is the Secretary' s view? 

Mit. ACHESON : The Secretary recommended in t he other 
memorandum that we should keep the British balances at 
one bi llion dollars. Now, a• to that , he wanted me to say 
that fi rst of all , he thought it was moat unwise for three 
high officers of the Government t o send the President a 
memorandum on a hard and fast policy which the President 
might not want to follow under the dictates of his own 
judgment, or wnich he might not be able to follow on 
accoun t or dif ficulties of imposing it on the British; 
inasmuch as t na t Y.ould put the President in a position 
from which it would be very difficult for him to extricate 
himself. 

And therefore he thought that before making such a 
f lnal, hard and fast recommendat ion, the matter ought 
to be discussed orally with the Pres ident, and we ought to 
get some idea of what he t hought the practicality of the 
si tuation ia, and which way he ought to move. 

Secondly~ the Secretary thought that if we were going 
to adopt aa a national policy the oo ntrolling of resources 
of tha Br i tish. even though our reason for doing it was 
our domestic polit ical necessity growing out o~ Lend- Lease, 
we were goi ng to start a very serious internat1onal 
situation with the British, and that t.ouefore the1 ought 
to be brought in - the entire thing ought to be thrashed 
out wi th them. 

They ought to have an opportunity to argue for them­
selves with the Secretary of the Treaaury or witn tht 
President, or whatever they wanted to do. They ought to 
be allowed to get everything off the cheat that they had, 
and in the light of t hat, the President would have to m~e 
up his mind as to whether he wanted to take on that partl­
OU!ar method. 

137 
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Now, I t hink thoae were the principal views about the 
old proposal . And he did not want to say Whether that was 
t ne beat method of approaching it, or whether another 
me thod would evolve out ot these diacuaaiona, or what. 

H~ didn ' t think that he was called upon at this time 
or was wel l enough informed, to express a view on i t . ' 

Mlt. CRO'NLEY: !lay I say sometliing? 

H.U.JR: If you please . 

!JR. Cl10WLEY: Dean, I haven• t been in this thing long 
enough to know the history ot it, but I do have enough 
sense, I think, to realize that we are sitting, the 
three agenci es of Government, right on a keg of dynami te. 

I think, ean, that the publicity we got on Reverse 
Lend-Lease has exposed us to great criticism. You have 
~ot great press and editorial comments, and really, 
truly, nothing has happened. Then, if they ever find 
out the amount of Reverse Lend-Lease t hat baa been 
brought here, we are going to be terribly embarrassed. 

It tney do find out that thea• balances are where 
they are now, and gradually growing, we are goine; to be 
brought up t o the Hill, they are going to eritie1ze us, 
and we are goine; to spend all the earl7 part of next year 
explaini.ng it w1th a bad press. Now, I don't - I know none 
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,. 
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of US do - want to do anytning that is going to embarrass 
the President . But at t he a~e t ime, I think that we ought 
forcefully to br ing to his attention .bat we t~k are th~ 
dangers in thia thing here . I don't think f Ou d1aagree w1th 
me, Dean, about the dangers that we are in here, politically 
speaking. It might do a great d~age to our whole Lend­
Lease program. Now,aa I Yi ew the thing, the Secretary al!J~ee l' 
tha t the thing ought t o be presented to the Presi dent. 

MR. ACHEOON: Correct. 

MR. CRJ\1£!: Where be disagrees is that he doesn't 
want to l'resent it in any memorandum t llat might embarraaa 
the Prea1dant, but he does agree t ha t we ought t o call 
the attention of the President. 
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Where you apli t wi. th ua on "7" - where State may feel 
thAt something baa happened - that there may be some way of 
an increase - in other words, liab i lities accrued to 
Eng! and - I don't think that ia vi tnl to "hat ,,e want. 

Whnt we want to do ia t o let the P1•esident understand 
our viewpoint, that "e think something must be done and 
that t he only way that we can see to do i t now is by the 
elimination of these itams. 

You don ' t disagree with that, do you? 

Ill<. ! CiiESON: No, I think I said last time t ttat those 
items that you referred to in the final recommendations 
either have been started or are now being put into opera­
t ion. 

IAR. CROWLEY: WeH, could we do thia: Let's assume 
now that the Secretary and all of ua feel that for us to 
sign a memorandum and !eave it there - but would you agree 
t nat we ~ight read from a memorandum, provided that we took 
it back , so that we presented our case with some uniformity 
to the President - and handle it that way? 

!.!H. ACHESON: I should think so. 

lLR. Cf{)'IILEY : In other words, you can' t 6fJ over 
there and put thia thing uE entirel7 orally. You have 
got to aet the problem of 1", · ~· , ·s", a 1i ttle bit. 
And, Dean, I don't know anything about diplomatic relatione, 
but I do know thia, from our own standpoint, we are just 
in a mesa, locally, here unless we do something about thia 
thing. 

H.U.JR: It is fairly obvioua, ~at we are trying to do, 
and that ia I think - m1 guess ia that the President would 
be glad to have us go ahead and do these things, it we did 
it without putting a billboard up, advertising the fact 
that we are getting down to the billion dollara. ihat we 
are trying to do i a to bring this thing to his att ention 
in an orderly manner and aay, "Now, if you don't eay any­
thing , we will just go ahead and do this; but we feel that 

•• 
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before starting, you don't even have to say yea. Just 
don't say anything~ and the agencies involved will go 
ahead and operate. That ia all. 

And after some of the peopl e here like Oscar Cox 
think tha t we can accomplish all of i t this way - others 
don't think so - he would simply say, rff1 guess is, "Fine . " 

Now, as far as discussing it wi th the British is con­
cerned, it bas been Qiscussed with them up and down hill -
in and out - and they are just adam.ant . They haven • t 
budged an inch in twelve months, and I don't think that 
they will. 

I understand, for instance, on oil well supplies you 
are not doing it in Lend-Lease any more . 

Mk . COX: We haven't done that si.nce 1941. 

H.M.JR: Something has happened quite recently, be­
cause Cliff Mack over in Procurement of the Treasury has 
gotten notice to be ready, that the amount of goods he ia 
going to buy ia greatly reduced. 

~ COX: That i s on capital goods . That is machinery. 

WJ,, CURRIE: No new requisitions submitted for a lot 
of capital goods after November 1&. 

H. V. .JR: From the President' • standpoint, I think ­
opposite the President - if we don't bring this to hie 
attention we are in a bad position . The only thing he 
is apt to say ia, "i hy didn 't you tell me about this a 
long time ago?" I don ' t see how he can possibly take any 
offense. 1ij' guess i a, from hsving "'orked with him so 
long, he will say, "Thank you for the information; go 
ahead and do your job ." 

Mil, ACHESON: Well, I am not sure at all tha t what 
I have tried to say is clear. There is no dispute what ­
over about bringing t he matter to the attention of the 
President. There i a no diepute or difference of opinion 
on tnat aubjeot. 

• ' ... 
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The question is whether you make an iron-clad recau­
mendotion to the President tuat the British foreign ex­
change asseta should be brought do'IID to a billion dollars. 

I! .fl . JR: We have changed our position on tbat. 

Lffi. ACHESON : Yes, except in "7" you eay .that t here 
has been no change in the situation and that our recom­
mend& ti on • --

UR. \'.b iTE: I aak what change in the situation 
because the growth of the British balances is the same rate 
as it was the previ ous year. 

H.K. JR: Harr,y, if that sentenoe bot hera t hem, we can 
just l eave out the sentence. The thing that I would l ike ia 
to have J.cheaon be just aa .t'rank 11ith me today as he 1111 
yesterday. God kDowa, I am be ing frank enough no11. I 
mean, you are entitled to know everything that is in my 
mind; as I understand from what you are saying, 11e have 
changed, to make it easier for State and to make it easier 
for t~ President. We are simply saying - bringing it 
to hie attention in writing. If he doesn't like the 
memorandum, he can hand it back to us . If he •ante it for 
the record, he can keep it. We are simply aaying,~r. 
President, this ia .bat we propose t o do. If you don't 
say anythin,g, we are going to go out of the room and do it. • 

l(R. IHITI!: You can delete "7" 11i thout disturbing 
the oDntinuity • 

.I(R. J.CH.ESON: Then I a t i ll han not made my point 
clear. There are t.o things that you might do : .One of 
than ia,without expressing i t in words, or anything else, 
say we still believe that the objective here ls to get tbe 
British foreign exchange assets Aown to a billion dol!ars . 
And that is what we are going to do. 

H.U.JR: You mean, thia is what you are recommending? 

MR. J.CHES<li : No, I say thh ia what your memorandum 
may mean, or 11hat your purpoae mt,y be. 
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Let's get at the purpose, Whatever the memorandum 
means - ~hat is our purposeY What is the job we are going 
to do? Is it to go out and reduce the Br i tish assets 
to a biLlion dollars - or another possible objective is to 
take out of t he Lend-Lease t ransfers to the British, those 
trunsfers ~hich we think are politically vulnerable or 
dangerous or unwise, or anything else. 

Now those, I should think, were the ones listed at 
tne end of this memorandum. All right; n~, that is a 
wnolly different objective. That is one ~hicb does not 
raise any international difficulties wi th the 8ritish. 
If ~e say to them that is what ~e are going to do, all 
right, let's go ahead and do i t . 

MR. ~ITE: The old memorandum did it first. 

M~ ACHESON: But if either secretly, in our own 
mind, or any other ~ay, ~hat ~e are really trying to do is 
to control the British foreign exchange assets, then I 
think, whether we put it in the memorandum or have i t in 
the back of our heads, the Secretary' s view is t bat that is 
going to be a matter of such inflammable nature that the 
only thing t o do is to drag it out, and call in the British. 
I f you are going to do - say you are going to do it with 
t hem; let ' s have the whole group. 

~ WRITE: The other memorandum which Secretary au11 
considered very--

lo!R. ACI!EOON: That ie going to be a mesa, if' we ar e 
going to do it and don't tell them. 

MR. 'li!ITE: The memorandum which Secretary Hull 
considered definitely t ook the f i rst position. Thia memo­
randum does not clearly take i t; neither does it clearly 
take the other. It i sn' t a black or ~bit e - or it isn't 
an "either, or." It is somnhere in between so as to make 
it possible to bring the matters to the attention of the 
President; not from the point of view that . there are cer­
tain things which are politically indefenslble, because 
if that ia all you h.ad in mind, I don ' t see t he reason for 

• . ... 
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bothering t he President about it. You just don ' t do it. 

!t is because you are concerned about the magnitude 
that you br ing it to the President ' s at tention and say 
"There are certain items which 11t think should be cut ~d 
we propose to cut t hem without raising clearly and specifi­
cally the other issue - holding it in abeyance. 

If, aft er pursuit of a program outlined here, you 
find that the dollars still increase, then I think that 
decision would be a matter for Secretary Korgenthau's 
determtnation; I think the decision would be to reopen the 
case and aay, ~e have eliminated this type of goods and 
sti ll the balances are increesing, and we think we ought to 
do something in addition to prevent them from increasing, 
and bring it do1m. M • 

But that is a bridge which you need not cross until 
you get there . We may never get there and for the sugges­
tion to be made to reopen this with the British is, to me, 
quite inexplicable . The British have done no thing but 
discuss this matter. There isn't a single idea they could 
advance which they haven't already advunced. ~e have 
talked with every British representative who has been here, 
and the only new tning they might bring to bear is, "If 

~ you do t his , we won't do something else. " Well , I think 
lhat had better be avoided. The best way to avoid it i s 
to go tnrough with tnis progr~; le t the British, if t hey 
feel that they have legitimate objection• against each one 
ot the illlp&cta of these, raise the quest ion. 

The other qu estion about dollar b&~ancea does no~ 
have t o be raised. Since when i s the proper diplomat1c 
policy to put &il your cards on the table with.a foreign 
government aa to what you are thinking? That u some­
thing quite new. I wouldn't aee that policy maintained, 
but why initiate i t with the Br itish on this point? 

!.lit, CRaNLEY: Well, Harry, the thing t nat I get out of 
au thh 11 that we feel that by eliminating thea~ items 
it wil l bring about the resul t oYer a period of t 1me that 
you want to get on this dollar b&lance thing. 
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Now, we are willing, Dean, to try to do that by the 
elimination of these items . And as I view the thing, 
Harry, we reserve t he r ight t hat if t his doesn ' t do it, 
and wi th some pr omptness, that then we feel that we v.ill 
come back then and aay, "Now, we bne tried to do this; it 
husn ' t worked, " and then we will have to tackle the ques­
tion of doll ar balances . 

UJ(, ·,JUTE: That is as I understand the Secr etary' s 
posi t ion. 

H. 1. JR: Kay I make it a little bit easier, I think, 
!'or the State Department t o go along7 I go a step further 
than you, I think, just carr7ing out what Acheson said. 
Acheson, us I take it, says to us that he is perfectly 
willing to go along on t hese items; he said so last time . 
At this time I wouldn ' t raise anything else, keeping this 
in mind, that the President ' s direc t ive of last January 
still stands. 

Mk. ! C!IESON: You mean, you are not asking him to 
cancel t hat? 

k.M.JR: I mean that is sti ll there. Speaking for 
myself, t he Lend-Lease people here think this is going to 
accomplish a lot . To make it eaeier for the State Depart ­
ment, 1 say, let's try this . And I think, in the dealings 
you have had with me over a period of ten years, if you ask 
me anything about where I stand, I think I have always told 
you, haven't I , Dean? 

MR. ! CRESON: Yes, that ie abeolutely true. 

H.M. JR: I simply say, let'e proceed on this basie. 
Al l we are doing is giving the Preeioent a ohance to say, 
"This ia a little bit too tough," or "Don 't ask me; go 
ahead. " 

Let•e t ry t his, and go ae far,ae we can w~thout making 
i t a major iaeue of any kind. Let • just t ry ~t out. 

• . ' 
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tiR. ACRESUN; Now, may I say SO!lletb.ing, personally? 
Now, I am not speaking for Mr. Hu.11, because I don ' t know 
whether Mr. llull would agree 01• not, but this 1 feel so 
strongly myself that I should want you gentlemen to have 
it in mind. This business of the memorandum, and t he billion­
dOllar ba.1ance floating, as it i s, vaguely in the background 
i s poisoning our relations with the ~ritish at a time in the' 
war when they should not be poisoned - more than any other 
single thing that baa happened. I think nothing would be 
more healtbl than to drag this right out on the table. 

If that is going to be the American policy, very well , 
let it be - the open, declared, Am.erican policy, announced 
to the llri tiah. And let ' s take all the pounding that the 
llritish want to give us on it,and it will co~e right up to 
the President from the Prime Minister. ~ut if it is going 
to be our policy, let ' s say so, and do it . Now it is a 
lurking danger in the background. 

Every minor official in this Government, sooner or 
later, says something . You don ' t have a meeting over at 
your (Crowley's ) place at which some clerk doesn ' t know 
about tb.is . It slips out that perhaps what we are doing 
on off- shore oil is to bring the balances down to a billion 
douars. The British never 4>proaoh any quest i.on on the 
merits of that quest ion because they think this thing i s 
in the background. 

!low, let• a say either t hat tb.ia isn't in the background, 
but we are approaching these other t hings because we don't 
think they are proper in Lend-Lease; maybe because they 
have got plenty of money. "If you want this tning& go and 
buy it; but anyway, we are not going to lend this. 
These aren't all parts of a play, which, if put together 
end up with a billion-dollar ba1anoe. Then you will not 
have any trouble. These things oan be done. 

But unless we are perfectly f rank and~erfectly open 
wi th the British and say that thia i s our program, or 
this ia not our program, then we are goin~ to have. a steady 
poisoning of our relat ions. That ia my personal new. 
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MR. CBOWLEY: Again, I want to plead ignorance of 
ul these things , but in the abort time that I have been 
in this thing, in dealing wi t h the British, they are 
very capable people in representing themselves . If we 
weren ' t dealing on Lend-Lease, I think t hey would be that 
much harder to deal with in the business way, because they 
are very much for t heir own country. The thing that I 
visualize about ourselves is that we are just too timid to 
stand up once in a while and say, "This i s what we think we 
have got to have. • 

If we wiLl do t nat , they ma7 holler, but they will 
have a greater respect for us. For instance, now as I 
understand, when it comes t o the Argentine, that ~ngland 
doesn't make many bones about saying, "We can't go along 
wi th you fellows on that . " That i s the rumor I get , any­
how. 

~ell , now, where it gets to a place where it affects 
them, they seem to take qui te a positive stand without 
feeling i t might affect tbe war effort. l'oe are always 
so 1•eluotant t o take a st and for fear of thia or that, 
And don ' t we have to consider our own situati on here, t oo, 
in this t hing? 

I will go along with the S.cretary. I hope this thing 
works. I don' t feel we ought to give any publicity to this 
thing, or anything like that, because I am never going to. 
get .yself out on a limb again like I have got ten myself 10 

this Rever se Lend- Lease with the f ine publicity we got, and 
nothing happen ed. \batever we do in trying to get the items 
off t he list, 1 think it shoUld be done very carefully and 
quietly. 

If i t brings about the re sults, fin e; t nen i f it 
doesn' t bring about the results , then you may have to sit 
down, as you say, and go all the war on the thing. 

H U JR· 1 would l ike to answer what Acheson said of 
his pe;s~nai view When you aay that this is t he principle 
source of i rri tation between the British Government and 
our own. 
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That is. the first time I have heard that said. There 
has been absolutely no indication from either the President 
or the War Department tb.at that is eo - absolutely none. 
There was none when I had Lord Halifax and v.haley here for 
lunch one day to diacusa this c~tter . I asked them certain 
things . I b.ave never even had an answer from them. This 
i s a matter of at least three or four weeks. I asked them 
to make certain suggesti ons to me as t o how they were pro­
ceeding in this matter. The1 have never even answered me. 

So, if this is the number-one souroe of i rritation 
between our two Governments, I would like t o be offieis1l7 
informed of that. 

WR. ACI!Es:li: I think, if we would officiallf i.nform 
the Briti sh--

H.M.JR: No, I would like to be officially informed 
of t hat by ei ther the President or the State Devartment 
or ths War Department, becauae nobody, even by wkling, 
inferred that. 

I am going about seventy- f i ve percent of the way to 
t r1 t o meet the State Department on thia thing, but 
f rankly, I have been fooling around with this thing now 
almost tweLve months, and if State doesn ' t want to go along 
with the Treaeur,y in bri nging this t o the President's 
attent ion in this ver.r much modif i ed form, I will just 
have t o go - excuse me, I think Ur. Crowley is with me -
but I am not going to fool around wi th i t any longer. 
Thla has been dela,ying tactics, and delaying. 

~hen Churchill was here he talked to me about it, I 
think, twl.ce. There was no - naturally be feeia lis own 
sterling thing very much. I t ell you, the only thing t hat 
Halifax baa ever shown an1 interest in tbi a past year.wae 
the lend- iease of silver to India. It ia t he only thln~ he 
baa ever gotten excited about or pressed us on, but that 
I did. 

Ae I aay, I have been talking about this thing too long 
and I have come to the end of ~ rope as far as I am concerned. 
I t hink Mr. Crowley and I are in the same boat. 
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MR. liHIT!: I shouldn ' t like to let thia meeting 
pasa without regiaterinf verr,very atrong oble~tion to 
the jud~ent that thia a poisoning our relations with 
the British. ~ita understandably, the British want to 
get as much money as they can . We are not dealing in 
peanuts, and we are not dealing in ten or fifteen million 
dollars. We are dealing here with hundreds of millions 
of dollars, and anf British civil servant would naturally 
at any point bring to bear sufficient pressure if he 
could, parti~ularly when be ia part of the Treasury, in 
order to increase the gifts, because that i a what it 
amounts to in the eenae of something additional for which 
they don ' t give ~hing material. It adde 111t eriallf 
to their iaportant assets. I would think much l eas of 
the oanpetenoe and efficiency of the British civil 
servant if he didn ' t , wherever tbe question arose, state 
their cause fully, and emphaticallf, and attempt to 
obtain more. 

But to aaaume from that that that ia poiaioning our 
relationship I think, if I may be pen~itted to give a 
personal evaiuation, that ia almost a pathological state­
ment. 

148 

YR. COX: Kay I trr to narrow the issue a little bit? 
It seems to be the central one i.n my mind. It ie basically 
a question of whether fOUr primary emphasis and objective 
ia to take these items that ere poli tlcally questionable 
and remove them, even though they have an effect on the 
dollar position, and even though that is one of the 
reasons i n a doubtful caae that you now eay that you wouldn't 
have said two years ago,take it off. 

Now, in fOUr dealing wi th the Britieh, you have thla 
problam. You oan do some of theae thing• ~ilaterally; yo~ 
don't enn have to talk to them if fOU don t want to. Let a 
take the minor case of mixed pioklea. You can eaf fOU 
won't approve the requisition. 

On the other hand, in dealing wi th Cuban sugar you 
have a contract with the Cuban Government to buy ao ~uch 
sugar. lou then have to go to the British and aay, Will 
you take up, in the aaae waJ a private purchaser of eugar 
does, a certain quota?• 
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If the1 aa1 no to 1ou, then 10u have to take the 
sugar &nJ11&1• because 10u are bound with the Cuban Gourn­
ment unleae 10u know same wq to get out of that. 
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Now, the people down the line in talking to the 
British people as a matter of sheer practical effectiveness- ­
if the1 put it primarily on the beaie of cutting down 
the dollar poeeitionl then the Britiah will drag their 
feet much more than f you aa1, "Of course, we realize 
it ie a real practical matter that will cut your dollar 
balances, but the prwey reaaon we are concerned ia that 
when lilr. Crowle1 goes up on the Hill he baa to spend a 
lot of time and can't define it. It aa1 endanger the 
major program. " 

Now, aa I see this memorandum, the spheeia at this 
point in the aecondmemorandum ia on the objective of 
removing politicall1 .ulnerable item!t because 10u don't 
face the major iasue by aa7ing we ougnt to cane down to 
the billion limit. These may do nothing but prevent the 
rate of increase. Nobody knows , If it should merel1 
do that, you have to face at some later time the issue 
ae to whet.her rou want to take head-on the dollar 
position queet on in the terms of the Januar1 '43 
memorandum. 

MR. iHITE: None the leaa, Dean ia quite correct in 
the interpretation of the firet two pagea, that the 
driving aotive for reexamination of tbeee ia the dollar 
poai tion. 

H.K.JR: We are talking aa though we nre aending 
a m .. orandua to the Engliah. This ia a memorandua for 
the Pruldent'a consideration . It there ia &DTbodf in 
town who knowa about what our atatua ia vereua the 
Engliah he ou~t to know. He bee the whole picture. 
He baa ~ontacta nth Churchill practically deil1• ill 
we are talking about is something to walk acroae the 
street after one 1ear of diddling around and frustration. 
Should we bring thia to the Preaident•a attention? I 
feel moat amphaticallf we abould, I feel I would be 
negligent in my duty f I didn ' t. 
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It was the same tning that tiMe--to go back--who 
was the man here from Connecticut who looked after the 
balances in the Treasury? What was his nama--a lawyer 
from Connecticut who was here in 1933? 

MR. ACHESON : Tammy Hewes. 

H.M.JR: Yes . I will never forget the thing. I 
was here and refigured the thing. There were two or three 
billion dollars or more of deficit, and I asked him wbf 
he didn't bring it to the President's attention. I was 
qulte excited about it at the tiMe. Earl Bailie and I 
went over to see the President . Be turned absolutel1 
white and didn't sa1 aQ¥thing for about flve or ten 
minutes. I came back and sent for TOCilJI¥ Hewes . 

I said, "Ythy didn't fOU bring this to the President ' s 
attention?" 
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He said, ''He never asked me . • 

So that was a lesson. I am not going to wait un til 
the President asks me. 

~R. COX: Isn' t there an additional fact? As I 
underatand it, everybody is agreed it snould be brought 
to the President ' s attention. 

lo!R. ACHESON: There is no argument about tna t . 

lo!R. COX: Tbe only thing is in presenting the ~u~stion 
to the President in tenns of coming out with a spec1£1c 
recommendation where he either says 1es, or no, or go 
ahead, as to what your primary objective is in the recom­
mendation. 

MR. CROWLEY: We l l , Oscar, if the memorandum showed 
what the dol!ar balance position, what the di rective called 
for which as I understand, is about what it does, and 
the~ we say that we can eliminate certain o~ these itams, 
the net result of eli~inating these items, 1f it works 
the way we think it will work, it will reduce that 
dollar position. That is substantially what we are doing 
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isn't i t ? That i a the .bol~ answer to the thing, It i t 
doesn't wor k out, then we haTe to oaae back to you, Then 
you will haTe to determine whether you want to change 
that directive or not, it this doesn't bring about the 
result we t hink it wil l br ing about , 

Now, at t hat t ime, i t the English position baa changed 
as you say, Dean, it you want to throw it all out on the ' 
English--but this memorandum doesn' t go to the Engliah. 
~by ahould the English know anything about it? 

MR. YIBITE: They shouldn' t . Rlt the answer is it 
doesn't taka them long to find out, 

• . ' 
BoweTer, I think it is rather curious tor us to assume 

that the question ot what ia politically defensible or 
indefensible is not integrated with or lnterdependent upon 
the Brlthh balances , It the Brlthh balances had disappeared 
to a hundred million dollars, what wa might regard aa 
politically indefensible baoomaa not only politically 
defansi ble but highly duirable. 

So to assume the two problems are completely indepen­
dent, that what i a politically indefensible ahould not ba 
done, I think, i a wholly a "fix. " It is because the balances 
are rising that we are examining much mora closely those 
things which were pol itically on the doubtful line. You 
ara praaenting to the President the background and your 
conclusion . 

MR. CURRIE : Can' t wa get that tmphasis you just 
placed in the aamorand1111--1t ian' t nowl I think--that 
it you could bit it more directly, say ng that the only 
justification for many of the thlnge wa baTe bean doing 
under lend-laase is the extrema stringency of the Britieh 
tinanchl poai tion. 'l'bis ia now paned, Balances ban 
inoreaaed f raa two hundred million to a billion seven . 
Therefore, many of the items which cannot be justified 
other than f inancial str ingency should be reexamined. 

MR. W~ITE: Except we go one step further and say that 
anr lend- l aaae i a dependant upon thei r financial position, 
wh ch i a iaplicit in our whole position; and, therefore, 
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we 111 that since their balances are increasing we are 
going to cut down on these items. And it ie implicit. 
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WR. CURRIE: It ia a question of emphaei e. I 
think you might put the emphaeie more on theee questionable 
items. 

I!:R. CROWLEY: We ha te t o have tllia battle royal 
when we all pick on you. 

llR. ACHESON : That ie all r ight. 

H.W.JR: He can take it. 

llR. CROOLEY: Let ae aak you thi a: Firat, if you 
don't object, the number one thing that ia back in your 
mind ia the question of a memorandum. Ia that right? 

MR. ACHESON: Well, the main thing ia the recOIIIIIenda­
tione in the memorandum. The Secretary dcean ' t object- -

MR. CROWLEY: You don't object to calling to the 
President ' s attention that these dol lar bal ances are 
considerably higher than hla directive, and you don't 
objact to the recommendation• that these items should be 
eliminat ed tram Lend-Leaae? 

WR. ACHESON: Not at all. 

llR. CRCWILEY: And the net result of eliJai.na ting then 
items may have the eff ect of reducing the dollar balance 
poaition. Do you go that far? 

MR. ACHESON : Yea. All of that i a correct . 

I!:R. CROWLEY: That there ia a diviaion, aa f ar aa 
the Treuury and FEA is concerned that we feel t hat the 
dollar poeition ia too high, and l f tnia doeen't reduce 
it, then we will have to throw tha t hing out on the table 
and take some other meane of reducing the dollar balancee? 

H.lt!. JR: You say there ie a difference between ua? 
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MR. CROOLEY: There ia no dlf!erence between the 
Treaaur;r and FE!, bit Dean doe an' t go quite thet far with 
us. 

H.W,JR: You said there was a difference between the 
Treasury and FEA . 

MR. CROWLEY: I meant ~e were in accord; there is no 
difference between us. But ther e is the question in Dean' • 
mind whether the dollar bal ance position is too hign or 
not , Is that r ight? 

MR. ACHESON: Yes. I want to make it just as clear 
aa I can posaibl;r aake it . If you went t o the British 
and said, ~e have got in Land-Lease, we have been over 
the things that we are doing, and there is an amount of 
three hundred or five hundred mil l i on dollars in here which 
is going to cause us a lot of trouble on the nill; we ar e 
going to cut that out, and that is the program1 and that 
ia all there is to it, and that is the end of 1t, " you can 
do it . That is perfectly all r ight. There won't be any 
cri sie about it. 

If you go to the British and say, -what we ~t to 
achieve here is a reduction of your balances to this par­
ticular point, • then there will be a lot of commotion 
about i t , and there will be a row, but nevertheless you 
have stat ed it. But if it is vague--

IU!, CR<l'I'LEY : You don't han to do t hat with the 
Brithh aa l ong u we han an understanding amongs~ the 
three agencies and with the President that we eliminate 
those itaaa. We don ' t have to tell the Bri t i sh why we 
are eliainating t hose i teme1 do u , until we see the. 
effectY But i f it doean't have the effect we think 1t 
will, we will have to bring it to them. 

lo!R. ACHESOO: Yea. 

MR. \'tli iTE: I don't think you can disguise i t from 
the British that it will have the effect of either pre­
venting their balances from increasing or diminishing. 

Regraded Unclassified



- 27 -

How fu 70u 111.nt to go along in specifying exact.q 
what ia in your mind, I thin~ depende, ae it doea, on a 
lot of diplomatic queetiona TOU haYe with the British 
and eYery other foreign country, 

You eay that thia is wha t we are going to do, 

"We know it is going to prevent your balances from 
increasing, or it mAT eYen reduce TOUr balances,• 
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H.lf.. JR: Well, lcheaon aaid something. I would like 
to repeat it to him. I don ' t know whether he realizes 
the fUll impact of what he eaid but he said he saw no 
objection to going ahead wlt.h thla and telling the Britieh 
that thia is going to r ed.uce their balancee a bout fin 
hundred million dollars, and that ia that , I would just 
like to repeat what you said, 

KR. ACHESON: Wel~, l et me state it over again, A 
moment ago I said that wha t we were doing waa poisoning 
tbe relationships with the Britis~ and TOU expressed sur­
prise, and HarrT said that wae pathological, 

l!R. VIHITE: I said "almost. " 

l!R. ACHESCfi: I don't know whether he meant on rq 
part or on t he part of the Bri thh. What I mean iQ.. 
poisoning the relations is the Yagueness, the uncert~nty, 
the lack of public, so far as the British are concerned, 
declaration on our part as to what we ere trying to do. 

Now, if we say to the British, "Vthat we are trying 
to do ie to cut out a group of itama--here the1 are. We 
will idn you a list of them, We find those difficult to 
defena on the Bill in Yiew of the fact that if you want 
thou itama you can come and paT for them. We want to 
cut those out· that i s all we have in mind, That ia our 
whole purpose' and that ie the end of the program that 
we have. Now: if that affects 1our balances, it doesn ' t 
make any difference," 

KR. CR~LEY: It t haT were to ••T, -wall now, we are 
willing to do that, but you are not do~ng that becaue: 
you want to reduce our dollar balancu --it we aaid, No 
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fte are doing it because we want to get these itams off 
the liet,• and this didn't work out, then we would be 
foreclosed fran taking up with them the question of dollar 
bdanoes . 

t!R. WHITE: It would be a great mistake, 

H.Y.JR: I couldn't be a party to that. 

MR. ACHESON: I didn't say we have to say we are 
not doing it for this purpose; I ny tb.ia is our program, 
this is 'llhat we '118Jlt to do: We want to get rid of then 
iteme. 

It we ban something in our llinds which ia more than 
tbet, and if tbeae items do not achieve another purpose, 
then we will do something alee, I think they ought to 
know that because it is the uncertainty, the lack of 
understanding on their part as to ftbat we are up to which 
is causing this t rouble, 

H.M. JR: I don't know whl they should lack any under­
standing. I think everybody n ~hie roan baa bad separate 
talks with them about it , I don t see-- they certainly 
are not stupid. · 

Lm. WRITE: They could just ask our comment with 
respect to their proposal to the Portuguese Government 
to let them withdraw now or to offer their gold for some 
part--they won't say exactly--but they thou~bt twenty to 
thirty million pounds, which ia a hundred 1111lion dollar. 
for the Portuguese to withdraw. The Portuguese have not 
asked for it, There is no indicttion that the Portuguese 
want it, but tor the very obvloua retson th&t they feel 
it would help bring down their balances-- the Portuguese 
btve fifty- four million pounds, over two hundred and 
twenty million dollars of balances in London, and there 
is presumed to be an agreement covering that which gives 
Portugal the right to buy gold in London ftith tbat amount 
and withdraw it, They are now going to suggest to the 
Portuguese that they can draw twenty to thirty million 
pounds with a view to bringing the balsncea down. That 
would bring the balancee down, and I don't imagine that 
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there would be Toiced any objection on our part, though 
I haven't raised that with you yet. 

H.M.JR: I have never heard about it. 
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MR. VllliTE: It just happened yesterday. It indicates 
the t they k:now the problema. · 

H.M. JR: Let me just restate it, because I have 
gotten to a point--!cheson hasn't had a chance. But thia 
is wha t I woul d like to proceed on, and I would like you 
to tell this to Mr . Hull. I would like to state it, and 
Crowley can state his own if it varies. This discussion 
of trying to get the British to cooperate with us the 
~ay we have on everything else, baa reached an ab;olute 
impasse, and it has been a growing sense of irritation 
with me. As I reminded Lord Halifax, whose succession 
of Chancellors of the Exchequer have had most friendly 
relations witn me, this has been a source of irritation 
because I don't feel they have been frank with me. 

Now, without having tp go over the whole thing, I 
would like, I hope with the concurrence of Mr . Crowley and 
with the State Depar tment, to see the President and say, 
"In the light of your memorandum which stands, and after 
having exhausted all other possibilities, we would like 
to proceed to eliminate these items, which in view of 
the changed finencial poeition of the British, in view 
of the attitude of Congress, and so forth, and so on, we 
would like to go anead and eliminate t nese . • That is all 
I would like to do. •ind I don't want to do it, ~r . 
President, after naving had many, many, convers~tions with 
the British--and they are much more aware of this tning 
than I am, because thie is of tremendous importance to • 
them--and this is just one of a dozen i tems that we have. 

MR. WHITE: · Do you r emember that ~alifax said that 
the Prime Minister either bad or wae going to diecuse 
that wi th the Presi dent at Teheran or at Cairo. He eent 
me a note to that effect . 

H.U.JR: Leo, are you and I at all apart on that ? 
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YR. CROWLEY: I want to just add this, t bat also I 

understood that on t he memorandum t bat we were will in 
to eliminate No. 7 and the last page of the memorandu!. 

No. 

H.M. JR: That is right. 

MR. CURRIE : I would say the first paragraph of 
7. 

MR. WHITE: The f i rst sentence or f irst paragraph? 

UR. ACHESON : Seven is only one paragraph. 

~R. WHITE : The first paragraph is the one Dean 
took objection to. 

H.U. JR: Excuse me one minute. I was just asking 
Mr . Crowley where he was. 

l!R. CROWLEY : And with the unders tanding, which I 
understand we all agree on, tha t we will take tais to 
him and read it t o nim and taKe it back from him if he 
wants to give it back. 

H.M.JR: Lay it on his desk. If he wants to band 
it back, he can hand it back . 

UR. CRO~LEY : Then it wi ll be destroyed and forgotten 
about . We won't put him on the spot about the tbi.ng. Tnat 
is agreeable with me. That is what I would l ike to do. 

H.K. JR: wake i t leas formal ; say this is a Joint 
m«~orandum from those present, and we won't sign 1t, just 
a joint memorandum from State, Treasury, and your organiza­
t ion, and not even sign it. Lay a copy on his desk. I 
have seen t hem before . If he doesn't like it, he will 
hand it back to you . If he likes it, i t goes into hie 
basket . He knows when he doesn't want to keep something. 

MR. CROWLEY: Then if there is a per t State doesn't 
agree on, they would have thei r own memorandum. It would 
be nicer if we could be in agreement . 

• . ... 
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WR. ACHESON: Yes, it is much better to do it that 
w&f. UAy I get clear on something which i a not cl ear to 
me now? We were going to cut out the first paragraph 
of seven; and, nevertheless, you said a moment ago that 
the original direct ive would stand. 

H.M. JR: I mean, be knows tile directive is there 
I just won ' t say anything. I wouldn' t say, "Do you ~nt 
to cancel it?'' It is just there, t hat is all. 

MR. CURRIE: As I understand it, Mr . Secretary, you 

158 

proposed subsequently a briefer statement putting more • 
emphasis on these politically questionable items . • ' 

H.M. JR: ~ay I answer that tor m¥Selt, Harry, please? 
After Acheson left and stated bis case, and everything 
else, I gave a -great deal of thought to it, and I am 
trfi ng to put myself in the President's place, vis-a-vis 
Churchill, what would be the easiest thing tor the 
President to do? ~hat would cause the least friction 
and the least upheaval? I t seemed to me the way to do 
the thing was in the way of tbi a memorandum rather than 
the previous memorandum. The President may want to exert 
so:Be pressure on Churchill at tbia time. He may want to 
do somet hing to please him. I don ' t know. But certainly 
going over there-- this is t he worst possible time to do 
anything along this line--or this time is all right--but 
he lmowe. 

The only financial tningatbat aeem to be uppermost 
in his mind is the question of his relations with China; 
and on that thing he asked ms to come to see hi2 the day 
he got back. I gave him thls memorandum which be liked 
so well; it was prepared for him. 

He said, "I am going to aend it as is to the 
Generalissimo. " 

And when something ie uppermost in his mind, be 
wants it, and be wanted something right ~way • . ~at was 
a question of a loan to China. So I am JUSt c1tlng t~at 
to eay that if there is something which is uppe~ost 1n 
his mind when we walk over t here be will say, Now wait 
a minute~-! said to Churchill, ~ or :cburchil}, said to me{"or 

wAt t hie time I can't go ahead, or You can, and eo tor~ 
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and eo on . I &m just using the Chinese as an example 
because certainly that •s burning. ' 

I shook bands with him, and he said, "I have got 
to see you right away about China, " 

MR. CRO~LEY : Y~u remamber he said to you in Cabinet-­
he had proodsed to glVe them some money . He said ''You 
won'; go alonf with me, but we will give them som~ anyhow, " 
Arsn t ~e rat er assuming this in tryinf to get the memo­
randum in shape, that the President donn t understand a 
little of the h1atory of this thing. Just as soon aa you 
go over there and start to talk about tbie matter a.nd 
these itaa, iJIImediately will cau forth in his mind the 
oollar balance thing, anyhow. No matter how you tried 
to keep away from the dollar balances, he is going to 
raise that question himself. 

(Discussion off the record, ) 

J.IR . CROWLEY: A6 I view it here, we are all pretty 
well in agreement, and we are splitting hairs as to whether 
we are going to tell him whether we ought to reduce the 
dollar balances, and State ia not sure . That is what it 
gets back to. 

MR. VdHTE: I don ' t thin.k it ia a function of Cabinet 
men to bide what they are thinking about from the President. 
It ia one thing to adopt certain. tactics with the British; 
but aa far aa the Preaidant ia concerned, he ought to know 
we are concerned about these items aa well as the balances. 

KR CURRIE: In FEA our concern is a little bit 
more wiih the type of items. ~e are much more politically 
vulnerable than you on the specific items . 

• . " 

MR WHITE• I think that ia always true and it is 
also tr~e that.the Treasury has a respcnsibiiity that FE! 
doesn't have and both responsibilities are reflected in 
thie, and to' present it in any other way would be to 
mlnimite the responsibility of one or the other organization. 

WR. CURRIE: From my point of view it seems to me 
this memorandum gives overWhelming emphasis to the dollar 
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position and very little apace, or indication, or con­
sideration t? t ne number ot specif ic items tha t are 
really worry1ng ue, 

MH. Vffi iTE: Put it "moreover. " 

H.M.JR: Vlel~, we could do something else. We 
could start the th1ng of f with the specific items Put 
them at the beginning. . • 

MR. CURRIE : That is the paragraph I would like to 
do a little more work on. 

MR. CRO~lEY: Let me aay this now: I tnink we could 
tal k and talk, llld rewrite and rewrite, and I think we 
are ~oing on the theory here that t hls man hasn't any 
imag1nation himself. Now, I am not one- tenth as snart as 
be is, and I wouldn't care wnether you bad these i t ems 
on top, down below, or whether it i s sandwiched in; it 
hasn 't anything to do with the net reeult of what you 
are trying to accomplish. I think all you want is to have 
a frank discussion with him of th i s thing. 

H.M. JR: !nd you are going also on the assumption 
that if thi s is a bad time to do anythlng that he doesn 't 
know it. Now, he certainly ia more conscious of it than 
any of ua because of his dealings with Churchil l on so 
many f ronts . -· -I!R. Vil! ITE: And I think that if t here is any mis-
understlllding, any vagueness about these operations, 
wnlch constitute a source of the moat potent poisoning 
of relationships, I would be inclined to think personally 
tha t you had a responsibility, Dean, to call that to the 
President's at tent1on, because the relationships between 
the Britieh Government and the American Government are, 
we would all agree, a matter of vital impor tance. I f there 
i s something which is happening which is poisoning that 
relationship then certa1nly the matter ought to be called 
to the attention of the Chief of State, either officiallf, 
or through whatever channels are available to him. 

H.M.JR: What I would like to do i s, I would like 
to clean this up this year, whicb is today, and I would 

• . ... 
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very much like thi& memorandum finished todey, whether we 
see the President, or whether we don 't, 

MR. ~~ITE : There is just one thought, 

H.U,JR: Excuse me, Barry. I have t ried terr ibly 
bard to meet the objections which Acheson raised last 
night, to e~iminate that paragraph seven which bothers 
him. Then 1f they want to put a little more emphasis on 
the other, that is all riibt. But ae far sa I am con­
cerned, before I go home tonight I would like to initial 
this memorandull. 

MR. WHITE: I think we are strongly in favor--as a 
matter of fact , we also have a commitment to the British 
that any changes in these items or &nf other items will 
first be discussed with them before it is done, and we 
would like, in ao far ap we legitimately can, to insist 
upon that, that you don t ta.ke a.ny itams off wi thout 
having discussed them prior with the British, 

H.M,JR: Well, listen, 1ou said earlier that there 
is alwa1e plenty to diseuse, and I think we all agree 
that before there is any discussion about this memorandum 
as between the three departmenta--l think this should 
take place with the President first ; and then if the 
President aaye it ia all right--

MR. C~LEY: If all three of ue are in agreement, 
it ia foing to make it so much easier for all of us to 
deal w th Great Britain, too. 

H.W.JR: But you, Barry, are not changing your 
position. That is, the diacuaaion between the three 
aepartmenta and the President-- that should take place 
pr ior . 

MR. WHITE: Oh, yea. You don't have to confer with 
the British before you talk with your own Government, but 
I think before any action ia t aken with respe~t to any 
particular items that the British should be g1ven an 
opportunity to present thei r case. 

• . ... 
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YR. CROWLEY: We would agree to that, of course, 

H,M,JR: I am not going to let Dean, consciously or 
~conscioualy 1 put me in a position that I am antagonis­
hc to the Br1hsh, which I am not , but I am Secretary of 
the TreRsury of the United States. I am not Chancellor 
of the Exchequer, and I am going to try to carry out my 
cblifations to the President and to the Congress. I ~•nt 
to f nhh t his today. There ia nothing more important 
r have all the time today that anybody wants for consuita­
ti on. 

~. CURRIE: I wish you would give us a couple more 
days, Mr . Secretary. We would do a l i ttle bit better job 
on these individual cases . 

MR. \\l!ITE: I am agreed with llr , Crowley the t thi a 
is no t important. Give the President enough materiel to 
let him say, "Go ahead, " or, "Be eaay, " or, "Be tough." 
He doesn't need more than this. 

~. CROVaEY: In ~ mind, Lauch! when you have twenty 
items listed in this thing or fifty te~e, all you are 
puttin~ them down there for is to give ran~e of items, 
He ian t going to discuss sweet and sour p1ckles or wha tever 
you have on that thing there. 

H.M.JR: He likes pigs feet . 

MR. CR~LEY: I think we are really arguing about a 
memorandum here thet the chances are when be takes a look 
at it, eeea it, and understands it, that is where he rill 
stop and than be will start to diecusa it. 

MR. WHI TE : I would like to raise two pointe, wr. 
Secre tary, and you can indicate whether you wan t them 
discussed or not but it 1a necessary to tell you about 
them, because th~y bear on t his. One ia that the Bri tish 
have presented a memorandum and bave urged for ! repll for 
our agreement that the expenditures by the Brit1sh a~d 
the American !rmies for relief goode in third count:1ee, 
which relates to the purchase of wheat in the Argentlne, 
enall be divided as between tboae two Gonrnments on the 

, . .... 
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same proportion that UNRA contributions are made namely 
in proportion to the national income , Depending' on the' 
base year which they use, it would mean to short- cut with the 
result that they would pay either one-fourth or one-
fifth . • 

H.M.JR: Now wait a minute, Harry, lo?k here , Don't 
let ' s muddy the water on the thing. I don t want to 
take anything else u~ until this thing is settled because 
if you tell me anyth1ng more it is just going to ~ake i t 
that much more difficult. 

• 
Now, we have a job to do, Jam sorry I can't go along 

with my friend Currie. You can add any memorandum that 
you want, but I would like the philosophy settled. 

. ... 

Now, on this list, I don ' t care whether t nere are 
five or ten, If we don't see the President today, then 
some more can come along. But I would like this to be 
eettled today. Every time you aak for three days it is 
a week, 

MR. CURRIE: If you have no objection, we might pre­
pare e supplementary memorandum we will have to use, if 
neosssary. 

H.M.JR: That is all right , But as to what is in 
thia memorandum, I really would like to get it settled 
today. 

YR. ACHESON : There is one thing--

H.U.JR: Somebody from the State Department must have 
spoken to the President, because he asked to see you and 
me as of Wednesday. 

MR. ACHESON: Mr. Hull- -

H M JR· Then I asked that it be postponed until 
today. · The' reason I am pushing is in case he does. see 
us today it would be awfully nice if we had something, or 
tomorrow. 

Regraded Unclassified



164 

- a7 -

YR. ACHESON: So far ae the document--if you want 
a document agreed upon between us, I do not see the 
necessity of. th~ argumentation on Congressional intent 
here, which le 1n ffve and six, anu on which Harry and I 
have had a debate for the last year and a half. I respect 
Harry highly as an economist, but not aa a lawyer and 
he knows that I do not agree with this interpretation, 

MR. WHITE : You mean on referring to the committee? 
Take that out? 

YR. ACHESON: Five and eix, 

. YR. CRO~LEY: When you get into that legal buaineee, 
I w1ll have to sit over here and rest a wnile, (Laughter) 

~. ACHESON: If you are going to make a recommendation, 
you can make it at the end of five , "There is merit1 of 
oourae, in the British position, but we feel that nelther 
Bri tain's int ernational financial position outside the 
United States nor i t s post-war needs require the continuation 
ot certain lend- lease transactions, and, therefore, we 
propose to do the fol lowing:" 

lffi. ROSTOW: Vie could take out five and six. 

MR. ACHESON:• What I say is that in five--if you 
eay, "There ia merit, of course, in the British position 
but we feel that neither Britaina' e international position 
outside the United States nor ita post-war needs require 
the continuation of certain lend-lease transactions . 
Therefore, unless you i ndicate to the contrary, we ~re­
pose to discontinue certain types of transactions l1ke 
the following. • Then list them. 

UR. CROY~EY: What about that part that Dean raised 
about the intent of Congress? 

MR. Vo'HITE: On the sixth, I would agree with him at 
once that it be del eted, Five, by hie suggested change, 
he eitered substantially tho tone. Now, that may be all 
right , It may be something you want to think about. 

H.~ . JR: You don't want eix in there? 
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MR. WHITE: I think tb.at six pointe up in excellent 
style the point which we are ma.king. I think it is valid 
but not esamtial, The change in five is an essential chang;. 

WR. COX: You don 't even b.ave to talk about intent 
I mean, in five particularly. ' 

H.Y.JR: I can ' t go along on six. I want six in . 

MR. CROWLEY: You mean on the Truman thing? Yes, 
I think that should be left in. 

H.U. JR: I think it should be brought to his attention . 
It is the whole argument, 

J.!R. llhiTE: 
discussions seem 
significance. 

The others who are outside the range of 
to have tb.at view, and that has sane 

H .~ . JR : I can't go ~long • . 
MR. A CRESON : Well, I wi 11 put it up to Mr. Hull . 

I will tell him that I won't agree to those. Mr. Hul l i s 
the Secretary . I won't agree to six or five , because I 
just think it is fundamentally wrong. But Mr. Hull, the 
Secretary of State-- if he agrees--it just isn't ~on~ress­
ional i ntent; to have three Cabinet officers say 1 t u , 
I think, is wrong. 

MR. WHITE: I concede that on that. 

MR. ACHESON: You are a great economist, Harry, but 
you are not a great lawyer. 

WR. WHITE: I would be very willing to accept that 
ori tici1111. 

WR. COX: Kr. Secretary, what I would suggest you 
do with five and aix i a, you are in a bigbly controversial 
legal f ield in six. 

MR. WHITE: We are in a little difficulty here; we 
haven't any ot our lawyers here. 

.• ... 
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MR. COX: Here is your solution: it is one thing 
to say, "Here is what the Truman Committee said· • it 
ia another thing to say, "The Congreseional int~nt " 80 
and eo and ao. I would take five and change it at' the 
end the way Dean suggested it, because you get the same 
end reeult . It aeems to me if you get agreement on the 
memorandum i t ia more important . 

MR. ~~ITE : Possibly you make it sound like a very 
little change, but he is introducing a very substantial 
change by those few changes. Well, I am willing to examine 
them, 

I think that you could make some change in our 
interpretation • • •• seems to be supported~" end say, 
"Thi a is what the Truman Camnittee eaya, without that 
preliminary phr8 se . l!r. Secretary, Dean is rei sing 11ha t 
I think is a very justifiable point from a legal point 
of view. He says that legally we are incorrect. I would 
say with respect to that that if our Legal Division is in 
accord you may wish to reexanline. I certe.inly haven' t 
the authority . 

MR. COX: This isn't legal; it is 8 political question. 

MR. WlinE: Excuse me, I thought Dean said it 'lias a 

legal question. 

H.).! . JR: It isn't,: legal question; it is 8 political 
one, with all respect to you (Acheson) . 

UR. CRO~LEY: If 1 need a good lawyer some time, I 
want to go to rou (Ach~son) . 

1iR • 'IIlli TE : You ~re second; I bave already gone to 
him. 

MR. CROIVLEY: If I had a con tract that I wanted to 
have a lot of things deleted from and finally get the. con­
tract and throw it out the windo'1 entirely, I.l'lould blre 
Dean because Dean raises this end that quest1on. He 
does~ • t agree to go along with us an)"'here here, snd,het.. 
takes all the insides out of your atatewent. W~ won t ve 
anything left but just a couple of sheets of white paper 
there. . 
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MR. ACHESON : You might not have anything left but 
tbe facta, and that would be terrible . 

MR. VMITE : As you would like to present them . 

MR. ACHESON : No, you have presented the facts , 

MR. WHITE: You will, if we let you make t he changes, 

.MR. CROWLEY : What I mean is, I don't think it is 
poaelble for Dean and ourselves to have a meeting of 
minds, because as I view Dean's position, that may not 
be the Secretary' s, but i t is Dean ' s position. Dean 
doesn't believe in his own mind that tnese dollar balances 
are too high. 
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Now, while he is willing to go along with the elimina­
tion of these items, he ~oes along with them because we 
might say they are undes1rable itame to have in Lend­
Lease, but he doesn' t go along wi th them because of the 
fac t of the reduction of the dollar balances . Isn't 
that r ight, Dean? 

MR. ACHESON : I imagine eo, yes. I do not go along 
Yli th it because I want to reduce the dollar balances; no, 
I go along with them because they are undesirable politi-
cally. 

UR. CRO~LEY : Now we have t wo edges. ~e go along 
with them because they are unaesirable politically, and 
we fo along because they are going to reduce the do!~a: 
poe tion . If we don't reduce the dol lar oalance P?s1t1on, 
we have back in our mind that we want to do somethlng to 
reduce the dollar poeition. 

MR. WH ITE: Unless the Preeident indicates to the 
contraey. 

MR. CRO~LEY: It seems t o me that to try to get into 
an agreement of a memorandum with Dean and ourse~ves ia 
an impossible thing1 whether it is in five , or s1x, o: 
eeven, or whatever 1t may be, because you have that dif-
ference , 
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Now, you can go to the President with Dean and we 
can state our position on these items and say what we ~ant 
to ?o1 but we think of the effect in the dollar balance 
pos1t1on1 and Dean can stat e his position . Then at least 
the Pres1dent is on notice about the thing and he doesn't 
need any guardianship f rom u~ He will tell' us vet,y quickly 
what be note to do. Now, doesn't it get right back to 
that? 

MR. ACHESON: I don't think my position is of any 
impor tance in the matter at all. 

MR. ~.HITE: You have spent an awful lot of time over 
an unimportant matter. 

).(R. CR<WILEY: What do you mean? 

loffi. ACHESOO: The important thin~ is what J.:r . Hull 
thinks about it . Now, Mr. Hull bas h1s own view on it . 
I think he would be entirely willing to say that he will 
stay out of this thing, that you present the memorandum, 
and be will make no comment on the situation of any sort. 
If the President asks him, he will say what hie view is, 
and not my view. In no sense of the word am I influencing 
Mr. Hull in this . Therefore, I would suggest that you 
go right ahead with your m~orandum . 

H.M. JR: It seems to me that Stettinius baa a double 
responsibility here. As I say, I don't know where he 
stands on this thing, but be certainly has a double res­
ponsibility, I should think; one as the Under Secretary 
of State, and one as the former Administrator of Lend­
Lease. But that also ie within Mr. Hull's bailiwick. 

But glancing at this thing--you can take back this 
word, that I am willing to eliminate the first paragraph 
of seven, but as to the rest, the spirit in here--! msan 
words wi tbln--O.K. But u to the spirit of the Congreea­
ional intent I want to bring to tbe President's a~tention 
what I think' the Congressional intent ns at the t~e. I 
labored with this on the Hill . And I am simply br1ng1ng 
this t o his attention . It isn't a public documen~ , and 

•• 

you can • t get into an argument with me because thls is 
what is in my mind. You can say that you think Congressional 

• 
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intent was something else if you want to say eo; that i a 
all right. There won't be any bard feelings . 

MR. ACHESON: I don't want to do i t, Henry. I have 
never1 in the three years that I have been in the State 
Department, ever gone to the White House or suggested 
that anyone should ~o to the \\bi te House, or done anything 
except advise my chief. He ie a very independent gentlsnan 
who will do exa ctly whs t he thinks ie right . I will report 
this to him. 

H.!J. JR: Could you do thl s, in order to save time, 
if it ie at all possible to get it to him today and get 
some word back? 

J.!R. ACIIESO!l: Surely, I will get word back to you 
before lunch. That is rather a bold statement, but if 
not before lunch, then right after. 

H.J.!. JR: Well, say before . supper . 

MR .. ACHESON: I think his view may be that you t wo 
had better go ahead and do it, handle it yourselves. 

H.M. JR: I think inasmuch as the appointment was 
suggested by Mr . Hull, he should be there to do hie own 
talking. I got word that the President baa no appoint­
mente today and no Cabinet, but certainly he ought to be 
there, either he or his representative. I mean, I am. 
going to insist on it, especially in view of the magn~tude 
of this between the relat1onsnipe of the British and 
ourselves . 

MR. ACHESON: Well, I believe that to be entirely 
true . 

H.M.JR: Then Mr. Hull certainly should be there. 
Have you anything else? 

MR. CROWLEY: No . 

Oscar and Lauch, do you want to talk with Harry a 
little about that memorandum? 

•• .... 
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MR. COX: Yes. 

H.M.JR: Couldn ' t they lock themselves in more or 
lees? 

MR. WHITE: Yes. And the under standing i s that it 
doesn't change the spirit, 

H.M. JR: Gene, it will be pleasing t o me if you 
would stay behind for whatever eonatructive suggestions 
you can give. 

lffi. ROSTOl~ : You mean i f I could? 

H . ~: .JR : Yes . 

MR. ACHESOII : Surely. 

H. l! . JR: Then whatever the,y aettl e on it, he will 
take it over . 

Lffi . CROii'LEY: Will you call me before ,you go home 
tonight? 

H.M. JH: No, I am staying. I have no plans to l eave . 
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CHINA LOANS 

Present: lolr , Bernstein 

Deocnber 31, 1943 
12:15 p.m. 

H.M. JR: I wi ll l end you my copy, anflf•Y · This is 
fran Mr . Hull, December 29, on China, EUt the thing I 
want you to check up on is thie queation of eupplyinl! 
our t roops, the point they make there, you see, DonTt 
we send 1n all the food? Are they living off China? 

MR. BERNSTEIN : They must be living coneiderabl{ 
ott China , because t here are no f acilities for brinu ng 
in food except by air . o 

H .M. JR: You haven't seen tl.ie thing? 

lffi. BEllNSTEIN: Unless this is the cable you meant 
that Secretary Hull told you about from Gauss that day. 

H. J.! . JR: This is another one. 

WR. BERNSTEIN : I haven't seen it then . 

H.Y. JR: Aren't you doing China? 

lffi. IERNSITIN: No, air, Fr iedman does China. 

H.M. JR: Well, l ook, read this thing. I w?ul? lik~ 
when I come back this afternoon--! don't think 1t 1s go1ng 
to take a great deal· just t o say this matter is i n the 
Presi dent ' s hands . Until he hears or advises me, there 
len' t anything I can do. 

But they raise que stions there I want to hav~ ~nswered, 
you see, cate~oricaliy for me, like the Chinese l1v1~g 
off--the Amerfcan Army living off China. Generalisslmo and 

• . " 
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bis wife got pretty di rty in their talk, They say, for 
instance, they can't sell any gold, and all that kind of 
business . 

Anyway, you read i t, and somet ime tnis afternoon 
you see that you and White get in to see me, will you? 

MR. BERNSTEIN: Yes, sir. 
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:eneral 
Stron,., ' e 
Seeretr ry : 

• .. Jr : 

L: 

' . ~ . 

-i .. J r : 

.:::lonel 
T:.vson: 

:i .. Jr: 

T: 

'!: .Jr : 

T: 

ffi!J r : 

~ . . . 

Hello. 

177 ol 

Dece::~ber 31 , 194 3 
3:46 ;>. " · 

~eneral Strong le a t tending ~ meeting over he r e ln 
oaehi ngt on eom~wh~re r nd she says l t wlll be sometime 
be t ween f ive and six before he c ete back to hle 
o:f'f1c e . 

Le t me t t> l k to one of hie assistants. 

X~o . I have his secretary on . 

All rltht. 

3o ei:et'<!, • . .. 
Hello. ::euo. 

Hello. 

·:.'ho 1 s t~1 a? 

T'nls 1s l~re . Locht e , eecret~ry to General Strong. 

Oh. I s one ot General Stront; ' s Aides there? 

Xes , Col onel To>~son ie here . 

He ' d be fine . 

All r1;::ht , sir. Ju~ t ll ::~o~en t, ~leas e . 

Colonel Towson , !-lr. Secre tnr y. 

Hello , Towson. 

Xee , e1r . Good ott~rnoon , elr. 

Towson, l ook , >Joul d you tell Gen'er s l St~n£: tha t 
we 're hev1ng consider abl e troubles in Cnlnal 

Yes , sir . 

And __ abou t a l oan ~nd 1ntlst1on Pnd 911 tha t 
sort of' t hing . 

Yes , slr • 
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And Gener al So-,prvell ta a r t1culnrly i n t erested. 

Yet , sir. 

On aocoun t of hie tro u·ol oe ln .,ettln t:~e ·.·•orY. 
Qone , end has e~~eel~d to o~ t o r hel • rnd 
rl~ht now it ' s-- we ' re woit --ther e ' s an 
exc!-wnge of 1nfor '11t> t1on o1nc; on ·,, twe r. t 'J.e 
Pre siden t end Oen• r al Chls nL K~1-9hek hi mself 
see? ' 

Yes , e1r. 

Bu t •n~· t.'li"g t!'l· t t he Ar·! \:OU:<! ~B'Ie f or - e on 
tr.e l:ofl a tionary e1 t uc tion , r a:n t .1r t r.e;; cen 
·1ck U? on -- alon_ our lin~ , .. :lu r.ow .... he t .1 t 1s. 

Surel:/ . 

See? 

T'ne t ' s rl <;h t . 

An( t hey - - do ;rou et tr.e Str .e :l ~art .. en t cr vl ee 
on t h£ t? 

je have our o'\o.'!'l lln l aon o f i'i C!'l._ over "'"l4 el r- , r.i l . 
He ~leks out ca~lea of m111tar~ 1nter Pst. Gener ol l;r 
I - - he wouldn ' t have t hose , ou t he h~s ecc es• to 
th em. :·:e can .. .. 

'.,'ell, I t ;,injt he ou ht t o rPed A'lll>l\stPCor Geus e • 
fll" f or t he no nth of Dec• oer , t ile t 'las to C.o 
with inflati on end loene. 

:!es , eir . 

If he hss gccess to t nrt . 

All right, eir. 

And then h e would be br ou ·h t un to do t o ~a t hen 
if t hev could k eell oe u ~ to date , andes L sa;; , 
this ls of t r emendous 1n tel'e&t t o Generr l Son~rvell . 

Xes , sir. I' m sure it is. 

And sc> , any t hi ng you oan do t o hcl ~ ~e on becks r ound 
t nd - - and at t he m1l1 t~r:r ~n d - - I mea n, JuH how 
~eak-kneed t hey a r e Juet no~· abou t f1 E1lting - - all 
t ha t eort of thing ., 

• . " 
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Yes , sir. 

Do you s ee wha t I mean? 

I ' m sure t he General wUl be dell('hted. to d.~ it, 
s1r , a nd I ' 11 ; et wo rd t o hl"l Just a s soon as he 
comes back. 

I mean , Gener al So mervell thouLht 1t wa• lm~ort~nt 
enout>fl to come ov er and see :ne hlmsel f abou t 1 t. 

Yes , slr. 

And t.'le President is ir.tereated and so fort.'>. 
And t ha t l ast l etter I e;ot on the Argenti ne , I 
told Pehle to contact you . 

Yes , slr. ile' s already tel e->hon ed ce. 

lie said h e thou· ht you had written lt an:t•t:ay . 

( Laughs) ·~\'ell, I had aooe th.l nc to do wi th 1t, slr. 

All right. '::ell , you l-;now whe t I >·an t on China? 

Yes , Hr . Secretary, I ' ll c;e t a fter it rif;h> a1·ray , 
s i r. 

Thank you. 

Yes, sir. 

Good bye, sir. 

• . ' 
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Deoaber Sl, 1~ 

111 dear General Stronca 

! hh will &obunrledp receipt 
of rour letter ot Deoember 2ith 
trmaai t tin« & report 011. the 
ugetine altu&tion. !hanlt TW 
nrr aoh tor eell4.bg • thia in­
toratlon. 

SincerelJ roure, 

(We 9&¥ a " ;~ 

I 
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The Honorable , 

WAR D£PARTMEHT 

WAlt DCPARTMCHT GU.bltAI.. H/ltlfl 

... ,,,-..,.,. ~ DIYNIIDN.._, 

w....,.•HOTOtt. o. c. 

28 Deoo.bor 194&. 

Tho Soe>rotary ot tu Troo.111ry. 

My do&r ¥r. Socrotarya 

In aooorduoe wi th your r equeat tor a weakly report on the 
u,outlno roo.ction tC> tho treodt~~ or t\mdo . tbo following 1a aub­
aittoda 

It 1a reported that A.rcouti.Da b&o toi.IDd a a y to 
aake the t reeaing ot her dollar a aae t a ae&niD&l•••· that 
i o by r oquir in&. &DY or tU £aorioan Ropublioo doolri.Dg to 
10r.lco purob&atl !.n A.rgontlna t o cake Jl&)'ll'lnt in " ""'" ox­
ob&ngo other than dol l aro. Thi o i o attributed to a oub­
~or ot t ho BaDo o do la Nooion in charge ot oxchongo 
and a dlr ootor or tho baDlc. Thooe ,..n r.ro turtber quoted 
aa r eterrlng to .&merio.Ult aa aooUDdrtla e.nd. by enn 
otro111:or opithoto, ao o-.rin& t hat lrgontlno 1a tbo only 
South Aaori oan nation llhlch rotuooo to bo oubdued by tho 
Unitod Stot01 and ao ototing t hat tho t... banlco recently 
troaen wr ea,i ated ~rioan dee1ret that loa.l tirma .uch 
ao tho Go....., banlc bo put on tbo black llot. • Tho UUlt&r)' 
.t.ttaohe oboon .. t:c.J.t the .lr&ontlnoo roopoot and undorotand 
tougu>eoo , but that halt--)' aoo.ouroo o I.Dottoctual. 

OPXl. V. S'I'RONO, 
Major Oonorol, 

A· 0. ot s., 0-2. 
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BRITISH DOLLAR BALANCES 

Present: Mr. White 
Henry Morgenthau, III 

Decamber ~1, 1943 
4:00p.m. 

H.M. JR: "Tobacco for tbs armed forces , " 

~. VlliiTE: No, that is in the new; it wasn ' t in 
the other . (Hands the Secretary original and revised 
drafts of ~emorandum for the Presi dent. ") 

H.U.JR: This is new? 

MR. WHITE: The carbon draf t is the revised draft . 
The copy is the one tha t you saw this morning. 

182 

H.M, JR: No, but when you have little brackets around-­

MR. WHITE: It means tba t wasn't in the other draft . 

H.M.JR: Now, ''What the view in Congress may be is 
indica ted-- • 

MR. ~~ITE: That is new; it is in place of tee part 
that is marked in red on the copy. 

H.W. JR: This is new, 

WR. Vtl!ITE: That is right . And tha t i s the old one 
u you saw it. 

H.M. JR: "Our interpretation of Congressional intent 
seams to be supported--" now that ie out? 

MR. WHITE: They didn ' t wan t lbe hi'J!l "Congresional 
intent . " They made a good case, in that 1 t bas a _legal 
meaning we would find difficult to sustain. I think we 

• . ' 

Regraded Unclassified



183 

- 2 -

are ~aying al~ we want to in the way it ia phrased now 
and 1 t satisfles both Roa tow and Cox. ' 

H.M.JR: ''Vinet t he view in Congrese may be iE. indicated 
by t he rapor t - - "tha t is all right with me. 

And you crossed out, "Therefore, unless you indicate 
to t ne cont rary, Yle propose to discontinue--" 

MR. l1t!ITE : I dian ' t mean to . Oh yes ' . 
B .~ .JR : ~bat are you afraid of, a cold? 

MR. ~~ITE : Yes, that was rewritten to be that way. 
It is slignt l y different . 

H.M. JR: Look, harry old man, you have got it so 
daJJIIled canplicated. Tell me Ylha t it is . 

Affi . Wni 'l:E: l'1ha t we have said now is, "In vi ew of 
the consi deration mentioned above, we believe t hat the 
vBrioua quest i onable i t ems such as the fol l owing, which 
Yere i ni ti tally included because of the earlier snort age 
oi' dollar s, shou.1c be eliminated f rom the Lend- Leese . " 

H.li. JR: Now, that i sn 't in that; "here is t hat , 
paragraph seven? 

!.lR. \',HI ': E: This paragraph seven i6 substituted for 
t he sentence there. 

· H. M.JR: I see. 

UR. v.HITE : ~ow, •e can ad~ there , "Unless you 
inCiicata otherwi se, " but I didn t thi nk it -,;as necessary. 

H. M. JR: I think t hat is mos t important. 

14R. ViliiTE: "Unlese you indicate otberwise--" 

H.M. JR: "Therefore, unless you indi~ate . to t he 
contrary, we propose t o disoonti~ue oerta1n t~pes of 
transactions like the following! 

• . ~ 
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MR. Wl;i!1'E: You prefer that? 

H.M. JR: Well, I would have both, Harry. 

MR. VIHITE: That is easy. 

, H.M. JR: I want back in this (indicating page), 
Tharefore, unless you indicate to the contrary we propose 

to discontinue . " In other words, he doesn 't ha~e to say 
anything. 

MR. VilliTE: All right. He doesn't i n the other, 
but this highlights it a little more. 

H.U. JR: I think that thia ia important. Look, this 
i s ~hat Roosevelt likes. He doesn't have to do anything. 
I didn' t wan t to say t eo mucn in front of Acheson, but I 
think if he can ~ut it to Roosevelt that he doesn't nave 
to communicate w1th Churchill and just by saying nothing 
we can go ahead, I t hink that is what he is going to like. 

MR. WHITE: Vlell, I rather objected, as I i ndicated, 
to his interpretation , as I know you did, but I certainly 
thought for the record we ought not for one moment let 
hiru get away with the statement that we are responsible 
for the growing difficulties with Bri tain . I think he 
nad an awful nerve to make the statement , 

H.!.!.JR: Well, I went af ter him fi rst . \fuen you 
said he was a pathological case, he said, "I don ' t know 
wnetber he was referring to the English or ~self. " 

lffi. V.HITE : I said I would let him guess . I meant. 
hiru , He knew what I meant . For him to say that , that ls 
poisoning our relatione in the ! ight cf all the other 
areas of difficulty. 

H.M. JR: I think, between the two of ua, he was 
trying to make the record, and eo were we . 

But Crowley is good. You have to hand it to him. 

MR. "1'11U TE: That ie right. 

• . ... 
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H.M. JR: And Oscar Cox came in and aaid this waa 
wonderful, and at the end he turned a c-pl t lt - e e eomersau , 

MR. \\HITE: Not only complete, but he is a tumbler, 

H.M.JR: All Lauch Currie does is nod his head, He 
doesn ' t even open his mouth. I thought Crowley was all 
right . 

MR. WHITE : Yes, and he atuck to the main point. 

H.!.!.JR: Now, you cut out--

UR. UHITE : There is an added sentence, the last 
sentence , Look at the original, 

11.1.!. JR: "Tobacco for the armed forces"--that is in, 
isn't it? 

1!R. WHITE: Yes, but the very lut sentence is new. 

H.W..JR: "Unless sanething like the above program ie 
adopted, British dollars will continue to ri se. " 

MR. \\l:!ITE: The,y rather insi ated, and I saw no 
objection--Cox and Rostow. 

H.Y.JR: Why do the,y want that in? 

MR. 1\HITE: They wanted to point out, well, for different 
motivea--Rostow wanted it 1n because it suggested that all 
we are concerned with ie preventing it f rom r i sing, which 
ie the implication given there. 

Cox wan ted it in because he said there is no indica­
tion that the President would have this to the magnitude 
of the things we are Undertaking, and this will have saue 
su!lgestione. 

H.M.JR: They are not sincere, either, of them. This 
is another source of irritation, and I don t want it in 
there. 

• . ... 
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~o~, m¥ philos~phy in approaching t he President is 
I am go1ng to say, Now look, oere 1e the situation ' 
Unless you say so~ethin~ to t ne contrary, we are goln 
to go anead ~d d1scont1nue lend-lease to toe British~ 
machinery, off-shore purchases of Iceland fish civilian 
goods, pulp and paper, tobacco for the armed f~rces 
anc so forth. • 

Then at the end, "Unless aCilllethlng like the above 
ia done--" that is just what I don't want. 

J.!R . \',l1ITE: You mean, he will say, "I don't care if 
it does rise"? 

H . IJ. JR: t: o, I don't want him to have to melee up 
his mind. 

L!R. WHITE: You don ' t want to ra i se the issue that 
clearly. 

H.M.JR: That is the point. They are tho,,ing it in 
at the end to irritate the President . He will say, "Vlell, 
now, wait a minute, I said this to Churchill and that 
to Churchill . " 

I just want them to go in and say, "Now, look, l.!.r. 
President, no more Iceland f i sh, no more tobacco for the 
British armed forces , no more sour pickles, no more of 
this and that,• O. K.? 

l.!R. WHI 'IE: You are quite rignt. Tnat ma.ces the 
issue more clear , Toat is why I was •illing to have it 
in , 

H.M. JR: I don ' t "ut it; I don't unt to make it 
clear Now listen the man ia a smart man. nere he 
goes to see Generai Chiang Kai - ehek. We get word he 
told them "No loan" in Cairo. He comes back and says, 
"I don't bow." Jle doe an ' t will t to be on tne spot that 
he has to eay no to Chiang Kai - sbek, but in a spot.so ,he 
can say "I di<lll 't say anything to Morgen thaui I d1dn. t 

' h'll• 1 didn ' t say anyth1ng to h1m, 
say anything to Churc 1 • d 1 will have to 
Is ~orgenthau doing that? I am amaze • 

18C 
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talk to him about it. " I know the man H h t t 
be able to say, ~~11, yea, Morgenthau 'sai~ s~ef~in ° 
about fish. He sa1d s~etning about stuff to Jamaic: 
and pulp an~ paper, I JUst took it for granted the 
whole quest1on of ba~ances going up or down never was 
raised. He never sa1d &Dfthing. I will talk to h' ­
about it." -

MR. \'JliTE: Yes, that prevents the thing from being 
bead- on between Churchill and himself . 

H.LI . JR: Certainly. That is the ~hole point, Don' t 
you think I am right, Harry? 

l'R. WHITE: Yes, I do. 

H .~ . JR: He gets a snotty cable coming in, 
"Why, the question of the balances caning up or do11I1 
never waa raised. Morgcnthau never raised 1 t." 

But look at the memorandum Dean Acheson showed us. 

MR. WHITE: 9Jt at the same time--

H.M.JR: Thi s was put in, Harry, to kill this thing. 

lffi. \~1HTE: Well, maybe; I didn 't think so. V.ba t 
they wan ted to put in to kill i t --wua t I thought Rostow 
wanted to put in to kill i t ~•a what followed, which I 
objected to. That was half of the sentence. You mey be 
right. In any case, I think you are right that you don ' t 
~ant the issue raised clearly with the President. That 
is what that does . 

H.ll. JR: 
put him in? 

I don't . Do you get the position I want to 
I may be all wrong. 

MR. WHITE : Well, I hope t hat the President gets tha 
issue olearly fran the first fart, but at least he can 

take the position that he didn t get it clearly, which is 
what you want . 

H.M.JR: That is what I ~ant . 

187 
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MR. WHITE: It gives him an out if he wants to use 
it . 

H.!4.JR: He is entitled t o an out, 

Listen, you know it is very interesting--as we get 
into this thing, the French are sore at us in Algiers 
because we stopped lend-lease. \'le are trying to cut do11'1l 
lend- lease to the B;itish; the7 get sore . I get a snooty, 
snotty telegram; Chiang Kai - ehek sends for our Ambassadors 
and gives them hell, and this, and that, and the other 
thing. Just as soon es w quit being Santa Claus we 
beeoce unpopular, 

HENRY l.IORGf.NTHAU, III : We are goi ng to cut out 
lend-lease to the British? 

H.M.JR: Not for the armed forces , but1 Henry, the 
things that they have been giving them--it 1s just un­
believable. I mean, we have practicall y--Doctor White 
can correct me--maintained t heir entire economy, both 
military and civilian through lend-lease, almost in whole. 
Isn ' t that right? 

MR. ~HITE: Well, we are certainly making substantial 
contributions toward it. 

H.Y.JR: And we here feel that Lend-Lease was never 
conceived for that purpose, and that we are exceeding 

•• 

the authority of Congress, and maybe endangering tne whole 
of Lend-Lease. The things that tney do are just unbelievable 
on lend-lease. 

MR. WHITE: I think I inf ormed you that according 
to Jeck Hickerson everybody in the State Department is 
opposed to Dean Acheson's view and is in thorough sympathy 
w1th our view. They are very much worried about, the . 
position which is being taken. They hope that tne pos1tion 
that we are representing will be brought to the President' a 
attention. 

To go from this to the Cbineae situation, a very 
fulsane cable which we drafted. and you signed went to 
~g. 
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H.M. JR: I gave it to your secretary. That was a 
very good cable. 

MR. 1\liiTF.: Ye~, but we also signed another cable 
of New Year' a greehng to Soon~ which was just one line, 
and it troubles me, because there is a major fight in 
China between Soong and K'l.mg. If Soong gets that cable 
and K'ung the other , K'ung will show it around. It IYill 
be shepherded around and made so much of thet I ~ould 
li~e to reexamine Soong' s cable and maKe it a little 
more fulsome if it is all right witn you, particularly 
since he is in the aog house now ~hicb he may not go t 
out of. 

h.U.JR : This is T. V.? 

MR. WhiTE: T. L. Soong, who is a brother , is going 
back to Chung'king. Apparently the family called . He is 
assuming for them very important proportions . I gave you 
Adler's let•er, which I nope you wi ll read. 

Now, I will make these changes and send them in t o 
Crowley and the otners. 

H.M. JR: Wait a minute until I gat Stettinius. 

189 
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Traatury Dtparteent 
Dlvlolon or Monetary Research 

v 
I SO 

Da u ........ .lkcer.ber .. :u •. ~243.1 g 

To: Sec.retary : orcent~.D.u 

Appended io t~.o J:tc:"orw.dum nc ng1-eed upon 

by Cox e.."td Curt·io . !:ootoT: o! t ho Stotc De;>arboent 

lil<ed the chanbf!D \TO t • .o.do llnd thouuht the tm10rllndul:> 

on the ttltole woulci bo aati:~!~ctory to the SU:. te 

tepa.rtrent. f.otiCWr, llo ttt.."lf.tJd to aci::.: .a p!u-e.s:c 

r.hich he saic! Tllluld c!o!in!.t:ely nsoure ~e:xnt 

by the State Lcp4l'tllcnt but rest o~ us objected 

to the nc!t'.ition . 

I no..nt to call your attention to the ~'1~eB 

'.n this draft c<JJ pored to the <lre!t you read t~.io 

r, orning. '!he cllllii(;CD c.rc indicated in red cr~'Ou 

in both old 3.ll<l rovieod dr<U'ts . 

·.,hen a fin::l copy of this dr..rt is t j'P"d I 

pre~1..1::c you WE.!1t to indicat e that this i $ a 

aOQOrand\11:\ for the Pre:-Jdcnt .n-ee (Secretaries 

r.un and) ~ orccnth.o.u CIUi • r . :Ao crw~·. 

WR . 'IlliTE 
Branch 2058 - Room 214t 
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) 
TH t SECRtTARY OF THf TIIIEAS U II\Y J/1 

\'• o' I HINOTO H 2S 

'I 

n! t. i s t·ecoaL..en:ied "'n t.r.e 11 At ot present 
cl.~c\L.l:s twce s , t.ns t rhe t'nl ted "ln oo111 ' ~ ola. an o. 
oolla•· valances should no o ~o • or••1 L ted to oe less 
tc.kn stouto oOO :ulll1on nor a.oove aoout 1 o1llion. " 

19J 

2 . ~;oto;, i cnstanQin..., tht. .l.l..~·ectivE. , the ~~1t1s.i:l ~ovel'n-
ent •a li4,uld dollar e;r.chan.,.e nseeta l M.\tt continued to t•ise 

nnd or~ new over 1.7 o1l~1on , or l , ,;o c•1ll1cn mor·e <.han 
~ot tlte ti ,,.., che Lena-~e6se " ill wus pns en ted ,o Con~nss 1n 
JuOUOll' ) 1:;141 . 

rn t~O.c11 t ion to tne ol d ..nd ool.l.ol' hol oinus of the 
'··1 tish 1oHrnment , res1uonts ol' tno l'nl Lea in_dom hold 
~t<l) .,,illion Of !)l'1Vate doll t~r IJulanct>S MQ tiOOUt •,1 ,150 

.ullllon of lon~- tera. jnvee&mcnts in tn~ llnited ~t!i.tes . or 
t..c lo. tor assets , 500 >1 Hlon nrc 'lec.l,ea .. ith rhe ~ ." . C . 
u~a1n~t che 550 ~lllon lown . 

} • .. .nen it ecSl!'le cleu.r .,.r,ctt t.L. .... ,.!,lsn ... a.lances 
r131n~ suos~ant~nllj 4Lcve ~e cellln oet i n )OUr c1reec!ve, 
rtle :'J•t. aaury e.n;J. he 306Ll'J cl .. eonoJ11e &.rllO.l'~ pressea tor a 
l'educt1on 1n c:vlllan .lend- lease u5: o :.~;eans o1 Uple~entln ... 
.,~our ulreet!.ve , out ... e .:;. tete ut..,t. ...... ont a.."ld _end- .... ease 
.\'.Jo.1ni sr.rat1on were .:"eluctWlL to reeo"'~~.enc such a ste;> i n 
t:le absence o1 a.n elilia'-lst1ve •·uexwn1nat1on 01 our ::>ol1ey 01 
J1nanc1nl ass i stance to the •'rltiah nnu ot d ta:n' o ove r ­
all in tet•nn Lionel 1'lnMelal pod t1on . It Ylu& t'inell: a n ed 
Lo roqueut the l:ll'iL1sh tor eL~o.tc, 1c anu other '""terlals as 
recil)r oc"l ~in es t.l.matt~u J.ll<e ly to an1ount t o O:vO - 5UO 
.uJlli on du•·1n• ' the onsu1n,3 year . 'lhiB proposal was im­
mediately pla~ed oefore che ~t·Hlan . ~everal I40ntns elnosed 
betore Lhe la r.ter 8 01·eed co 1:110 pl'o.,osal in pr~ncipl e tllld 

.• ... 
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ever. then only after conslder aole proda1n0 • :;everal "'ore 
a1on the have been spent i n an endeavor to 111'1'1 ve at me thods 
of lmpl~b.ant1ru t he proposal . ''" are <.1 1oap,loint11d wi t h tho 
pro ron ••ade t o da t e and we thinlc there is little reason 
at .>l'ceen t to be hopeful thn t this device will i n effect 
:11Uld any thin, li.ce the runoun t necd eu to carry ou t your 
d1t·ee ~l ve . 

1~ . 'i'ht> ut•1 t 1 sh Gove<"moent has etront,ly objected t o 8 
ool1ey \'lh ich !'rohibi ts an inct•caso in t heir ,oltl and dollar 
ue~etc . ihey e~~has1ze that the rise in t heir hol~1ngs of 
ti•u•~ nseets--v:bieh may be expected. to continue at an annual 
l'Rtc o1' a t least a hall o1111on ... oliare unless steps ar~ 
t a.oen to 1nte:-rup t t ills trenJ.--1s onl) " traction of tloe 
1nct'ease in th61r s ilot•t- terbl indobteuness t o overseas coun­
tries oth er than the United Stat~e . 

192 

Thu) a~bert first that ~05 ~nuon oi' >~lese l1abili ties 
re,wesent a spec111c cl&.in: aJalna~ an equhblent amount of 
dollars and that that su11 .:as t oo suotracttd rro."D their total 
nolJ ln c,s in order to obtain cne cot•rec~ 11e,llr" of thtiir avail­
cole ...,ol<~ ana doll.,,. <·eserve . 

!:oeconcily , th")' claim thn~ thoU· shol't- term sterlin.; 
liublll ties to overseas counnie~ U•'O fi ve t l lli&S t he amoun t 
or thoir ole. and o.ol t.n• hol<liflbs anu thnL these liabili ties 
at•o 1ncre~sin., at 9 !'a te o f 2 . 5 billion " ~ear . 

the l>l'l t1sh claim ~ha L ~&} should. be permitted to 
aeew .. ulate .,o l d and dol~nt•s as a nocoosary reserve a$a1net 
these . rowil'l(. liabil1 ties , ~e) .. ssorL thnL tho continued 
aceumula tion of old and <.>ol! rs is a prerequis1 te to the 
eo.1 ~1nuation of the policy l.y "'n icn U>ey nave c:ana,ed to 
!1nonce their war expendi tu.res in I ndia, tbo · ear ast and 
otner overaens areas . 

lnally toe vricish !'ear tnn . tt.olr .:ount10v liaoilitiea 
to OVttl'to&a.u ~ountries 1.111 ~lace t.il\.IAl in a very V.J.l.nereole 
,081 tlon aft.:r the war nnu jtiOpat'diZo their ch&neos of a 
Sr>aed~ poa t - v; a t• r ecove r y . 

' •J.hot•e is me rit oi' cotn•se , in tho Sri tisn pos1 t i on 
ou L we • L'ool thut ne1 t he;. J:<ri tain ' c interna tional linancisl 
oositl on outside the United. ::ltates not• i~e !>O~t- w:;r.~e~~s 
wel'e 8ll!On t the consi dera tions 11hicll pro~>ll·~d Con., a i;;h t 
~aas the tena- Lea se Act . i n our op1•.1on, Con~~~s1n~t~ tuted 
we.U f~el noW'! that Lenu- J..ease &.ld to t ri ta n i = t b t in those oods and s et•v ce s 
ln Ol'der t o enabl e her o 0 " • , r 1 01, the purchase of' 
euential to the prosecution of .n u 1.11 
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nlch she lacKed the necessary uolU••a , ""u that therefore 

o ad:o1~18ter the Act in such" ""7 li& to nelp unu&r·.:.·ite 
t•i t~tin s .more- ~.er•• inaebtedness to other countries or to 

1 "•'rove hu• post- wnr I'inanc1al ;>OalUon mi..;l t be con crary 
to Ln~ v.i sh<.e o,· Gon~ress . 'lhe • r1 tisb concoclc that t h i s 
r.lli' I'OYier pur,,ose may have bo~n cne orl.,ln>ll objective but 
tho~ bol1eve thtt t our entry into tho wa t· a l ters the si.tua­
t1on . 

() , G:.at the vie,, in Con;_ rcas •nay bb is intlicate~y 
tbe r • ,..or t ol' the 'lr111aan CoJll!li tte<> entitled "Ou tllnes of 
rroblei~S of 1-onvc.rsion i'ro"' 1/&l' l rouuction" IIJlU aut/ad tted 
to ~on _,ress on • ovembe1· ) , l)l~j . ; o quote fro~ pa . ., 1:; or 
bl1e cloC\llaE-nt :. .u 

1'In tne J.a t,,;.er con nee t1on , ofe s.houla nevor 
lor~et toat lena-l~ase was ori inolly authorized 
b) tho co~r&ss , solely oecauue en~ ·n~i~n ana 
ot.r..e ... ·!J whom ti-e C:.esired co assist ul." uol; .uave ~u.r ­
llelunt ~~6~iean exch&n~e co JUrchase material s 
needea D) thezr.. . Lena- .u.etse .... as neve,· 1ncenaed as 
n device to st. if t a oortlon ot' thulr wac costs t o 
us , out only a s a realistic recovnit1on that they 
uld not nave the means wi ch ''.hicn to pay for 
••.ater1:.ls they needed. 

" r,eiore authoriz1no; l encl- l cuue , tho Conbress 
c.xpressly rc4uestea a.nU. t·&c~lveu nssu1·unces thut 
lond- lease us!istance would \>c extend"d only where 
the recii}hnt <l&s full:; ut1l1z1n., a.U. or 1 ts own 
resources . " 

1 · [Jn vie•· o f tne cons ide. u .ions Juntioncd a~ove .:e 
bc,;,ievc lnat various ~ues tionaolo ile:ll& ,...O ~"b '" t Re 
. ol ' cs 'n .... ~thicb \,·ere 1n1 tie.lly 1ne .... uc.ea oeeuust. of tb~ 

... -uer ahorta e of uollt.l's srtoulu oe elloJ.nat~r~ 

1~3 

leas"0 ~· ~ ~ 1--~;u-
(a) machinery an~ caoltal lnetal,;,ations; ~ ~ 
(b) off- sh ore purchases such ws I cdanci_ •ish, W"~ A' 

CaH•ibo""'' sut,al' , ..nd oil f••o.u outaiae .,t.; .,._......._ .. , 
the u.s . ; ~ 

(a ) civilian oods to the idu1e ~.es t , ~-. -1 
JllDaa i ca, Southern .~,oc!~sia , etc •; C..:z:.,... 

l_d) ul p and paper ; J 4J..,.. 
l[o) tooacco 1'or the A•·,r.ed rorces ; 1 ........J, 
(1') certai n otner controveroiol c vil1M tems . <A 

.rll.g1~f~~Mt~6e~1:~r~~~~\;~~!j ~~ 
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IIEIIORAHDUII FOR lfi l P.ti!S l!;!::.ll f 

l. In January 194~ , you approved the following ra­
oolllllandatl on o f & co-it t ee oon aia tin~ of rel>reaan taUvca 
of t ba Depar bnen t a of !i ta t e, 1'run tury .n!S ar, the 01 no a 
ot: L~nd-Laaae Admlniatrat1on und the 8ool'd of 1<cono1111c 
,.5rfw.re: 

"It 1a recommend ed in the l igbt of preaent 

191 

oir ouma t a nca a , tha t the United Kl n&clo•' a c..-old and • 
dollar balances ahould not be pa,..i t tod to be leaa ' ' 
than about S6o0 mi lLion nor above abou t &l billion , • 

2 . Motwi thatanclln b the directive , the Sriti ah Govaro­
aent •a liQuid dollar exchan6 e auo u nave continued to r laa 
and a r a now over $1 . 7 billion, or 1 , }50 ml!llon mor e than 
at t e t ime the Lend- Loaae f i ll "'" " p reaen ted to Con,.reaa in 
J'anUt.r)' 1941. 

In acldi tion to the <)O l d and dollar holding a ot the 
8rit1ah Oovornaant, reaiden t a of the un i ted Kln vdom hold 
$}20 mill ion ol.' privute dollar bnlancu anci about t-1 , 150 
lllllllon of long- tar= i nvea Wnen l a in the Uhl t ed S ta~Ls . or 
the l a tter ..... ta, t 500 ~ni llion are pled_ed wi th the I!. P .c. 
ag ainat the a~so million loan . 

, , '-ban it became olaar th&t the Sri thh bal~neea ware 
ri alng aubatantiall;; above the ca il1n0 oet i n your .11reotha, 
tha Treaaury and tbe 3oord os Economic • •rt•re prea sed tor a 
reduc t ion 1n o1vil l an len <i- leaae aa a aeana o f im~le~ting 
70ur d.i roo ti'fa, but tho S tat e I:.ej)llrbnon t llnd Len<i- Leaee 
A4mln1atraUon were r eluctant t o r oco-an4 w eb a ate p in 
the abeenoa or an e1haua t 1•• reaxae1naticn or our polic7 ot 
tinano1al aaab tanea to Ula British and of Sr i taln'a ov~r-
all 1nwrnat1onal t1a.ncial poel t1on, I t wa a t1 nal l 7 agree4 
to r&QU&at tba Br1t1ah for atr ategio and othor aaterlale •• 
rao1prooal aid, aatlaa t ad l1kal 1 to aaount to t2~0-$~00 
mil lion d urin& the enauing ,.,.r, Tb1a propoaal wa a 1m­
madla toly plaoed before tha Sr1t1ebe SoYeral mon tba elapaed 
before t ho latter agreed to the propoaal ln principle and 
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•••n than onl7 attar CICIUlda r abla proddina. s a•aral 
mora aontha ha'fa bean apent i n an andaa'for to a rr1'fa at 
a a tbod a or 1Jipl-.an ting the propoeal , ,. are dieappo1nta4 
wi th the prcsrau -d• to data and we think there ia lit tla 
r oaeon at praaant to be bopetul tha t thia da'fioa wi l l i n 
et teot 71lld &nJthina Ulce th e a011nt needed to Gar r y out 
your c11raoti'fa. 

l~ . the Br itl a b Govei'D...,nt ha o strongly objected to a 
policy ~ioh prohibita an inorea ea i n their sold and dollar 
aeeeta, tba y aaphaeiaa tba~ t he rise in their bolc11nga of 
tJ11lll a auu--miob ma-y be e x paotod to continuo at an annual 
ra t a of a t l aaat a hal f billion dollara unless steps a re 
t alcan to 1n tarrupt tbia tranc1--1a onl7 a traction of tba • 
i ncraa aa 1n their abort- tara 1nc1abtec1nau t o o ve raeu couo- • ' 
t ri aa other than the United S t a taa. 

Tbay aaeart flr e t thkt t~65 aillion of theae l iab1lit1aa 
rapra11nt a apecific olai• aga ine t an e quh'&lent aaaunt or 
de>llara and tha t tha t wa auat be aubtractec1 f r om their total 
bole11ns a 1n crc1ar to ob ta1n the oorrac t t1gura of their a'fa11-
ablo ~old and dollar reserve . 

See>ondl)', the -y claia that the i r ehor t- t a rm sterling 
11Bblli tie a to o•eraens oountriea a re five tiaoa th.e aa011nt 
of their gol e1 ane1 dollar hole11n ga and the t theae l1ab1li ti n 
a l'a 1noreaa1ng at a ra ta of t 2. 5 billion a year. 

'I'\ a Briti ah claim that thaJ ahould bo parmi t tod to 
ac o1.111ula t a gold and doll a r a a a a nae>aeaary roaer'fo aga1na t 
thaaa growing liabili t1 ea , 'l'ba~ au or t that tba con tinuad 
ac cumulation of gold and dol lar& 1a a praroqui eita to tha 
CIOD t i nuat lon Of tne poliCJ b7 whlcb they have ~naged t o 
tloanoa their war ax peodi ture a in. I nc11 a, the Rea.r Ea at 
and otbor o• oraeaa are••· '--

Pin all}, the Bri t t all fear tht< t their mount1n0 liablli til a 
to O'fara iiU oouotriaa will plaoa thea i n a ver} Nlnerabla 
poai t1on attar the war an d j eopare11ae thai r chance a of a 
apaae1J poa t -wa.r r aco••I'J • 

5· '!'bare 1 a a erit , of e>ouraa , in the Btl tloh poai-
tioll. but •• feel that 11.dthe r D.r1t ain1 a lotornationel )i 
f1nano1al pod tl. oo oute14a the united Statee nor H e poa t • 
war ne ae1a war~ aaons tba oonaiclaratl ona wh i ch pro•pta~ 
Con&raaa to paaa the X.me1- Loa aa Act. In our opinion , ,-o4-
L<aaa a14 to Br1ta1A waa 1na~1tutad ln ore1ar to enabl ar 
to obtain thoaa goode and a <lr'fl e>ea eeaen tial to t he p a­
aou tion or the war t or tba purchaao of wb1ch aha lae>J<ad 
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the naoaeaar, dollar&, a nd that therefore to a4ainiater 
the Aot l n aucb a way aa to help underwrite Britain'• 
ahor t-tel'lll indebtednua to other oountri e a or to 1aprc>Ye 
her poe t- war financial poaitlon ia not ln a ccord with 
Co~rooalonal intent, '!he Bl·i tlah concede tba t thl a 
na r rower purpose mn~ have been the original obJec t ive 
but the y bvl l eve that our entry i nto the war alters J.e 
a l tuutlon , 

196 

6. ~r l u t c rpretatlon of Congreulonal intent ae•a 
to be su .porte~by the report of the I'rmn Co:m11ittee en­
Lltlad "OUtllne a of Proble~a ot Converalon fro~ or Production" 
and aubll l tted to Cono;reas on Move~~ ber 5, 191;~. To quo te 
f rom page l} or thie doe-.,t 1 

•tn the latter connec tion, we abould ne ver f or-
g;,t that lend-lease was originally authori sed by the 
Con,;reas , solely b ecauae the P.n.,l1ab and othvra wnoa 
we dealred to a.ulst d ld not nave autticiant Ame r ican 
eJ<change tc purchase 11111 t erida n'edad by thea. Lend­
Luaae •as never intended aa a d evice t o ahltt a portion 
ot thai r war cos ts tc ua, but only a a a reall a tic r ec­
ognition ttlat tbey did not have tho meane wi th Whi ch 
to pay for material& the y n eeded , 

" Before autb.or1z 1ng l end-loa oo , ttl e Congress 
expreuly requested and received a.aaurancaa that 
l end-lea.ae aaala Lance would be e xtended only whe r e 
the recipient wa.a full) ut1l1a1n!l all of ita own 
reaourc••· • 

1 · In ur op1nion , n~ng Ilea happeNd du.r1115 the 
paat ;ea.r t o arran t a cbm ln the polic laid do~· ln 
your 41reot1v , Dle consld ~aucr~a wh1ch p a ,;ted Ccaa-
lllittae•a r eo dation laat January appear tc u a to e a.a 
valid toda.J aa &7 were then 

'!he rat ore, eaa 7ou 1ndl ca.~ t o the con tra.ry, •• 
propoae to d1acon 1nue eerte1n t) p a o r tran• •c t 1ona like 
the followln&t 

( a) 
(b) 

ern 
( t ) 

aachlnery and capi t al inetalla t 1ona; 
off•ahore purc haaaa auoh eo Iceland tiah, 
Caribbean ougar , and oil from outalde 
tba U,S,J 
c1v111m goode to tba Middle E&atJ 
rtr" good a "' sou tb At rica. 
.. all requ1a1t1ona, a.nd 
oerta.in other oontrovar aia l ci rllla.n it ••• 
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Should theae at.(. pron iu t1e1eot to r e4\1Ce the 
Br1t1ab balanou t;;7.lttt1n the ra ge 1n41cate4 ln JOur 
c11reGt1•e, we wi <l1 r eex•1ne tM aituatlon with a <riew to 
pro Joaing tur th er IIICiaeurea to o t&l.n thl a obje Gt he. 
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IEIQBjiPR! PQI Xlf PII§IQIIf 

IMr&t-1'7 llorcenUuiv bat t ho•n ae hh lle-eoraa4ha 
to 7011 or Oeeeaber Jl , 194), Oft tho •ubJ••t or the 
Untted Xlacdoa1s cold .n~ dolla r bNlanc••• l th~~ 
h la cle1tre t o t-rlnt ttl! utte r to >'""' attanUoe &114 
cener all7 acr•• that the r ach are •• oLa tt~d In ra ra­
crapbe l, ~ . ) • nd 4 or th~ •e~rantu. . 1 b~l l ••• 

that tt • ould be •~tlrol7 pot siblo In • lew or t ho 
l•pro••d •rlthh flnr.nctal po~ ttton to " ll :n lnH o f 'I"'tl 
h lld-1•••• trot .wtcre eoodl ~r t ho cM r acter c t u t ed 
In para«rapb 1 o f e•cretary Nor«enthaute Koeor. rAua. 

1t, tn J Our Judcoent, lL I~ ntll l pr oct l ouble 
•n~ •leo to atteapt to holo Br l tteh ~lAnce• to a 
fl.lecl aeovnt1 1 respu t f1.1ll7 tuuu t U•• t th t • l!<>ll c7 
tboulcl be aade cle4r to t he British, ln order to 
aeotcl poaalble rrtctton ~nd teelln~ or • ecr1oua 
n•LUr. bet• een the \ao 10eern2•ntl b7 re&IOD Of the 
creal taportance • b leb the)' ··~· to al laeh t o the 
need tor ft.~llest d!tcuoeloo or lhctr l labllltlce In 
eonneetloa wltb LQT potalble ~ollc7 or llettat loa 
or t halr eiU\1 \ 0 & rJsccl &aolll\to 
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1'011!IGII !COIIOKIC ADICIJIISTR.\'l'IOll 
OftiiOiii if\ lfiNNfiii&MiMitiJD'iRMVWr 

FTVE.flFTEEN 2ld S'TR&T NW. 
WA.lHJNCTON. D. C. 

MEMORA!iDUM 

TO: The Honorable Henry Morgonthau 

From: Bernhard Knollenlers 
Execut1To A4T1aor to tbe Adodn1etrator 

SubJect: Exocut1-ro Report• 

Trano=!tto4 herovitb, tor 1our tntormation, 

are cop1oo ot tho !1ocut1To Report• on lon4·leaoo 

operat1ono, ao ot Novo~1or 30, 194} . 

/ 
1% 

• 
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CONFIDENT IAL 
EncufiYI Rt porl No. I 

ALLOCATIONS, OBLIGATIONS AND EXPENDITURES 
LEND-LEASE FUNDS APPROPRIATED TO THE PRESIDENT 

Re port as of Kon•blr ,0, 194) 

lTI'Iout tftdl of OoUtrl) 

A,ppropria U" C& WCOJT 
J.~U.t.lcl CUMul&t.ht t.o Novo•~r )0, 1943 

ippropri&Uon• J.ll ooa tloot Obliptiona txpetvii t.uru 

ordauce ancl OrdNotu:• St.or .. • 1,692 ,)06 • 1,6SL,9U • t,497,7n ' 1,266,297 

&U<r..rt M4 .ttro. •wrW 2,6'79,62S ~.616,21) 2,494,2.49 2,0)2,161 

'h-ab uw:l 0\her Ye )lJ.ol•• m .m 69~.121 faa:7,UO 605,,.,. 

tawrcnt·t ) ,8'n,10) 2 o'TT7,1A.) 2,24S, n9 2,009,950 

lite • .lfU1t.u'7 lqulp-.nt. lS4,28iJ )~.~7 .102,90) 242,16S 

ProdueUon r.olli\1 .. 1,101.,688 1,102,418 1,1»6,404 9)8,0)8 

A&Tlc. ancl lndu.t.. eo-odl tlu 12,608.9.29 10,417,606 8,)07,086 6,807 ,60.t 

Sentctn.c, Jltpe.lr ot Shlpa, ot.c. ?90, 818 674,112 Sl2,4<:l 496 ,6)6 

Stnteu 1ncl f'.xptnou 800, 000 l.ll ,S8) )09,1S7 24),981 

.C.d!ltnt.at.r.tivt Expotnsu :18,999 26,940 ~),8)) 2).~46 

fot.al U.,6'XI,629 20,817,8)S 17, )'16,65.) U , 666,080 

P'rocW'tnc acencr 
C.ubtin t.o llon•be.r )0, 190 

J.U.oc• t.l.Ol'lt ObU&al.lons ~Ddluart~t 

la.r Dtpu\au\ a s, 748,)9S • S,2~9,ao:} $ L,6)S,108 

1•"7 O.pa.rt.een\ ),24.1,&21 ~.580,L27 1,933, .. 8l 

l ar1t.l• eo-t .. 1oo Mid. •u Sblppl.n& J.daln. :z, 710,01.4 2,087, ))0 2,o68,)68 

1"rt•JUr7 Ot~rt.aent ),900,160 ),046,1.49 2,2JS.989 

Otpart~~tnt or Acrio\\lt"" S,188,086 4,)78,022 ), 72),671 

Ot.Mr 
~ ~~.)52 18,916 1L,662 

TotAl 
C0,817,8)S 1?,)76,6SJ u.,666,oao 

...... , ............... .. 
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CONFIDEN TIAL 
Eu curivt Report No.2 

STAT EMENT OF LEND-LEASE AID 

Report as of sovtmbtr 19· 194) 

(Thou.t oftd t of Oollort ) 

1'J'p. or Aid. Cu.ulatht to Mont.h of 

oveabe:r )0,19.(. loo<obor )1 194 JoY .. be.r October 

Good.t rra.n.atern4 $16,1)5,849 U5,1!11.,9)0 • 910,919 • 1,028,185 

S.,...1c1AC, ,,pair of Shipa, .... 400,'128 )8),0)) 17,&9'S 2J,6S6 

r..a\.&1 or Sllipe, 
11"711'11 of lirc:rat·t, e \.0. 1,)82,58') 1,297,165 84,818 .c.6,07 

Product.too raowu .. 1.a o. s. 604,604 602,615 1,989 1,298 

• t•eella.nttOU t:xp.nH 1 84, '18') 84,S)I 251 1,977 

ToW Son-lett 2,472, ?04 ~.)67,951 104,75) 7), )68 

Toul Oooda tnd Sorvteu 18,608,,Sl 17,,2,881 1,()15, 6'12 l,lOl,SSJ 

Data on Goode Trt.ntferrt-d include valu. or soocS• proo\U"ed h-oa lond.-leue l .ppropriat.1ol'l.l 
to t.he Prttldent. tl'ld t.o the War &ad N.awy Dep.rtllent.t. 

1'71>e or Ald 
Cuatu.l&t.he Coo No'reaber 1 1•" 

a.. Doplre China u.s.s.R. O"""r Total 

Good• rr...t~..~f•"'"- $l2,428,267 162,SU U,249,6S7 ~tm,10) $l.6,13S,&l.9 

S.ntclAc, bpalr ot S.M~, ~~ 
·~ 

27), 781 1,8)8 62,9S9 62,120 .(.00,128 

hc.\&1 or Ship• 
FtfT'ThiC of &.lror&ft., e \c. l,C)S7,029 12,4'18 190,'162 122,)1..4 l,J82.S8') 

Prodt.:~t1oft Ft.oUit.iu 1ft u. s.· - - - - 604,60.( 

KhetU&a.ou. EXJ)enttt n,1a2 1,187 2,464 29,916 111.,'189 

ToTAl Ooodt • o4 S.r'fiees - - - - 18,608,55) 

20J 

···•· ,, .... 
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CONFIOENTI.- L 
E11cutl¥t Report No.. 3 

LEND- LEASE GOODS TRANSFERRED 

~o (txol • .a-wdt.1on) 

A.ldrUnition and CC*J>OMO\S 

Aircro.tt. 

Alreratt. ~l.Mt, Part-a, ..... 
'h.rh md Pa.ru 

Motor Vohlcl .. &Dd Pe.rt.a 

Wat.ucroft. &ncl Pt.rt.s 

rood• 

Otbtr &erie. Pr-ocNote 

.. Cb.i.M:t'7 

We lela 

Pt t.rol.. \111 Produot.a 

ll~•wrl.al• 
aDS llamllanu:r..• 

Toto! 

Dte .. btr 29, 194) 

Report 01 of November 20, 1943 

(Tho~o~un4h ot Oollor~) 

eu.wauve \o llo••ber )0, 194.) 

.... lapin ClrlJia o.s.s.a. OU..r 

• 549 .~1 lS,sO) • 1'15,620 Ill,~ 

1,178,4)1 22, 188 ))S ,6)S · 26 ,276 

1 ,2SS,798 I,S,098 )35,238 66,6)4 

992,01) 17,626 180,746 14,88) 

t ,.c.as,sSl 92) ;100,))) 2e,m 
)90, ) '1'1 25,5)5 400, 16) l 6,8U 

l ,S)6,8S9 1..,44 7 16o,9&1 4S,Bso 

1 ,668 ,661 - 272,09) 10, 948 

419, )92 41 5, 616 " 
494 ,)l,l 4 ,5)9 2f>8, S82 4,)4) 

67) ,122 10 , 27) 26?, 776 2 , 46S 

686,sss 2,566 ~.16s )02 

1,098,14L 11,02) )lJ,Sl8 61, 227 

l2,U8, 267 162,822 ),U9,6S7 29S, l0) 

Toto! 

• 75) ,254 

1,S62,SJl 

1,90S, 768 

1,«09,268 

1,315,012 

8)), 489 

l , 71.8,U5 

1,951,m 

425,097 

771, ?'IS 

95),6) 6 

722,1.88 

1,48) ,91.2 

16, U S,849 
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., ................ ,...,. 
ftla law.-..~ .... ••••1•' el .,_ 

hUer el "-aiM' "* eMlM1 .. wlear• er 
~~e...-v 2,, 191k' ,..,.. Mllu•W.. O.•n. 1 
~preda w .,..,. aaat• .. • Ulla ,.le.,.all ... 
baYa le_. U el Mu11erallle 111wre•'• 

l ... *•' ............. o .... 1a 111 11&1' ... 
_, ••• 11M n••• upreaM4 111 ow •• _.._... 
w tee rnalt••'• MP1 el 'lbleb I aea\ •• Jft 
111 lauer fa t H De._..r 20, l fll' • 

1\ ..-11 •- uaat .. tarttuor •••pa •• 
be ···- ............ tile O*llaaM l'ell••• 1 ... & 
1- u\11 .. baH rMelYH • replJ te -
........,_ 'lblebo u J" prHablJ llaow, &ale 
, ........ M11 be ......... ,. , . ....... ,. 
,,.. .... , ald ... cal-....a.. 

l~relJ J.-ra, 
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Yo~r J aoolloooJt 

1 a.opr odato your f of'WIU'41A:s to .. 1o / OIU' 

l o t · or el »ee=hor 15~ uu"&o tr• Cr . 11 . ll . 1t111:14 
dal.ed n.o-ller l4. 194~ . 

1 •o~l4 M ha;>l>J t r JOV •~d tran•l t \bo 
tollow14i rap1 J Lo Dr. ~· 

..,._ aoao&&.o ot c. .. • •r 14. l 94S u a 
1&1.ftd.l7 U"aAoat n od to .. liJ Aabaaaador 1td. 

•x • p1oaae4 to '-•r \bat tho roaoat 
101 0. llbipaaata beoo ••\rlll,.to4 ~o U.o 
a tr.njf\baal-.; fl CblAO IO II&UOQOl ovr~oa., • 
._ , .. •all '-••• tbe UD1,_. 8latao Traaa~ 
baa al••r• ~ ... l'a ady to help Oblna 1a -...... ••r otrort . 

"ll~ aoat a1aboa tor t~ l ow Yaar,• 

llaJ l ,.-. thla oooa aloo to all t on4 to ) OU "'7 
M at ooN1al ~'~• tor tllo l ew l ear, 

! 1aaor olJ > • ...,.,. 
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1 ··r1 

Tbh l a 1a roply to J0\11' le t ter• or A~1ut 17 
and A~uet 28, 194~ Whl~ we re tr&n.-ltted to .. 
lll peraoll l>7 Mr. ChaA& Y.al-a&au. ! ehall , ot "our .. , 
be ~lad. to 4o &ll poaalbla to aa111t l r . Chan& lll 
the work wlll ch be la 4o1n;. 

I would l i ke to ez~reo1 _, deep ap, r ec l a t101l 
t or tbe aervleea you rendered aa Chal ra&A nt th e 
StablllaatlOD Soard ot Chi na. We bar e baYa aleeya 
ucoplud that :rou baYe b eell a aonatent an4 
YliO'I'O\le a4Yoeate of fr1endehip be twoen our two 
oountriea ana tna t you haYe dono auch t o brlaa 
about \be ~tual g ood will an4 ap1r1t nt ooopera­
Uon alllch d.1etlnaulab Ch1naaa- .AIIer 1u.n rela t1ona. 

I do bOpo tha t •• ca;y aooa ban tbe oppor­
t\lllltJ ol eoola& e aeb oth•r aaaill• 

Wltb lie at wlabla t or !be !leo Year, I aa 

Ill' . J:. r . ~. 
at~l11a••t .. .._.. .r Cklaa, 
Cll•a"••• «l"'"• 

213 v 

Regraded Unclassified



r ·-

Regraded Unclassified



215 

·-

Regraded Unclassified



o .. ,. 0eJMral1 .. ,._ Cb1an&• 

Tb11 11 to aokaowle¢&o r ooolpt of 
JOW' lo tt4 r or Auguot 6, 1::1~, , 1ntro6uo1JI& 
llr e Ch ang IU~Q&a•• 1 han t a 4 U. t:>l .. IIIJ'I 
or c eetll\6 1£:' . l.'han& and Ifill, or cour .. , 
4e all posa1bl e te b o ot a .. tl\anM to h la 
1JI oarrytoa ou t me work tor wJl ld> be baa 
. ... to the Ubt t o4 Stat••• 

Wl tb beat • laboa tor the • •• Tear , 
I• 

Seore tar7 of t he l'n aaur}' . 

Ooooraltaalao ChiaRO ~at-abo~ , 
loa41pa7tera or the Oeller al1n1Jio , 
Cll•P'•• • Chiaa . 
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J!Dnorablo llenry ltorgenthau, Jr , , 

Secretary of the 'l'reaeury. 

'Y dear .l!r . Secret&r:r 1 

I b&Ye rec e1'0'8d T<mr letter or 14 Decollber with regard to 
C&nacl1.&n aold and u. s. dollar balances, and no~ with 1n~reet that 
C..nada' a reaorve 1a al.Jooet tw1.ce the &:tDUnt approftc! bT the Cabinet 
Ca:ni t~e lut !larch. 

I &.cl 1n coorplote accord with the general princlplea oat forth 
1n your lotter. llown er, I ahould Ul<e to defer ropl,yina to aey 
or tha apac1tio propoa.U. contained therein until a thorouah 
1nveo Ugat1on of the uny agenciee o! the ~o.r !Apar1<oont that r:>aJ! 
havo placed contracta in Canada baa been COllj>leted, except to point 
out that tho propooal to cancel the contract for Al{:er1no mine 
IIWilopore 11 a Navy Departnent matter. Upon Co11Plct 1on of the 
1nveet;41at1on I wUl forward to you the WorUIAtion requeo ted 1n 
your letter, indicating the ~ar llopartloont contracte in Canada that 
could be canoalled without hindrance to tho wu effort, bated upon 
tho pr..U.e that the contract& rec.,.,..nded !or oenooll4t1on would 
be taken o-..r bT the Canadi&.cl Oovorl'IMIIt• 

111th r egard to the pl.acuent ot tut.ur. contract& 1n Canada by 
the \tar Depar-.t, I ba'"' 1aouod 1notntot1011e that the liar Deparbmt 
eball not pl.aoe contract& 1n Caned& 'l!lere the pdaar)' purpooo for the 
c ontraot 1a to prort4e u. s. dollar ucllan&• 1o C&r..ada. In oth~ 
word&, all contract& herea!ter to be placed 1.n Canada b7 the to&r 

Jlo~t tohall. be bee&WII or production conA1derat1ono alone and 
not for t1.nanc1el .....,..,., 

l~·> n~.t.RV L. STIMSO~ 

1/'./l.t. - ri ·ir>al sent to ·~ss Cnauncey . 
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JjDnarabla Rerlr)' Var&enthau, Jr. , 

SeOretery of the 'h'eaeur7. 

~ dMr l!l-. S.Orat&ryr 

OEC 3 11~:1 

I b&Ya reeaiftd 7011r latter ot 14 Deo•ber with reprd t.o 
Can&cli&l'l aold and u. s. dollar bel.aMea, and uot.e with iot.ereet. t.bet. 
Canada'• reeene 1a ~t. twice the -t. approftd bT the c.biDet 
COOild.ttM lut. llarcb. 

I ... 1D COIII)l ot.e ..,oord e1 t.b t.b.a s•ner&l J)r'lno1ploo ••t fort.b 
1D your let.t.er. HanYer, I ebO\Ild lllce t.o dater r eplYiDc t.o azq 

of the apeoitio propoeala ooot.eilled thereio Wlt.U a thGI'OIIIh 
ioYUt.is&t.iOO ot the MilT ajl ... iaa of the !far Dopart.nt. t.bet. M!f 

ba" plaoad ooo\ract.e 1o Canada baa -. CCJ~~Pletad, a:ap\ t.o point 
out t.bet the propoaal t.o cancel t.ba con\raot far Al&arioa 111M 
neepero 11 a lla'f7 Dopar-nt Mtt.ar. l/pcm COJIPlet1cn ot t.ba 
1o"ot1sat1on I e1ll forward t.o you the information requootad 1D 

your lett.ar, iodicetiJI& t.ba War Depar-t c on\raot.e 1D Canada t.bet 
could be canoellad without biodr-• t.o the war effort, butrd upoo 
tbe ~· t.bet. U.. coo\raot.e ree-ded tor cancellation would 

be tekall - bT ,.... Canacli&l'l Ocrr...-t. 

With raaard t.o the plao-t. ot tuture contraot.e 1D Canada b7 
the Tlar Dopar'-t.• I ba.,. ieoued inotruct.iou t.bat tba War Dtpart...nt 

oball 110t plaaa -tract.& 1o Canada .nare the prielu7 purpooe fr~r the 
cootract. 1a t.o JIII'C'f'1dlo o. s. dollar &:IICbao&• t.o Canada. In other 
worda, all -t.nnl berMtt.er t.o be plaoad 1o Canada b7 the li'er 

De...-· t. lbAll be beOauea of proG>ct.ioo ccoddarationl &looe and 
n.ot. tor n-1&1 ,__, 

(Sfld.) H~NRf L STIMSON 

1/4/44 - Origi nal sent. tc lliss Chauncey. 
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lieu llaa4o1plu 

t ov 11\MJ' of DeoealHir 20, vlliolo reeobecl • Jut 

&I 1 va1 1M'I'111C t o 1pell4 \Ill Clu-h\•1 vael<-•114 oa 

\be tan, ,.,.. • a crea \ deal ot p1111111'1 · I 1ppr eol-

War l.ou. ...-palpa, aftc1 the 11100111 \ba\ \ be7 ,.,.. bacl. 

!bank 7ou a11o tor 7our Ohrli\DOo cr••'lDCO· 

1 llope \ba\ \be lev t•r vlll 'brlac 70U a ll ,oocl \Iliac•, 

t.ll4 look torvarcl \o ov ooa\t.o\1 cl.urlac \be aoa\ba ,,., 

..,.. \o ·-· 

Dr. v. lall401pll,.....ll , 
lloe Ollalnaa of \be Jot.ri, 
fbi laUo•1 01\7 ~ ot • .., t ort, 
Ill Vall 1\I'M\, 
1.., t or i<, 1.., t ori<. 
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l)t''lt' H~n t'Y: 

W RANOOU'H BUROt&& 

55 WALl. $TACC'l 

New YOA>~, 

C~combe r 20, 194) . 

ht. 1 J•.> \.o r.u .t:. tiwe to t.<ell you r,\lW' muci1 L en,joyeJ the evt."n.~ 

.. L tt ;ou . 1 .. b ~ rifrG..iJ t.t"-.u t. )OU ii.&re ct. \.cl,lt~ coll, but. the toys 

:.t t1.t .r 4> ... w-J t.ell ce tk t. JOU fought. h off. 

r~ t l.! vroc;;r~~~ , thou h t.l-~e-re is Etlll • t.rec~n:iouu uaoun t to ce 

ion!' . 

uut. the kin purpof'e of thlt l @lit.t.toor- 111 t.o wi s b you c ud 

ynut't ~ ... hiJppy b Chd.E..tmtH:I hF pof'Blbll! . 'ThUI'tl hi e t. let~e>t ono 

th ln~ t,o he ve ry hlj1-'PY Lbout., en~ t.l11.1 t. 1P t.hc !or cvt . uccer.s of tt.' 

'-r L.otn£1 , That 1::. SOWCthir. tt.l.lt. lt UCCUI'Oly n.c. lltJ :fO'i\Yl ,f.~ b 

ttonol'U b.i.o Henry tlorgen thhu , J r • , 
")J. ')J, Uel.mont Ro~li , 
• •shin~ton , 0 . C. 

2 J 
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Dear Kl'o • ._, 

I haft toU-d with grea\ 1Dwren \hot 
c olorado plaA ot awar4ing pennaata to tho•• 
oo~&•ioa -ldJI& their quotaa durin& War Loana. 

Tho ,.._... lllww that 611 out ot ;pour &a 
oo\IA\ioa 0&.-4 thla ina.iania of petrioUo 
aoh1•.-t during tl>l Sooond War Loon, aD4 tl>lt 
all. but OM oo-t)' tl1•• tl~ 'l'hll'd liar w- p~nnant. 

Whllo tho o1t1.-a. ot Colorado ha.,. oata-liahed 
an onYia'blo rooori to data, I - aaitlng retuma 
t1'0a tlw Fourth Wor Loan to - it th•J oan attaiD 
tho ul \1-to goal. - .... ., 00\Ult)' o .. r \be top •• 

I ... ,~ o,pproolato tho t1no Jo'b bolD& 4oM 
b7 tho Ooloe n do war P'inanoo Ooaaa1 ttoo wrodor your 
aplon414 lo ... rohlp. 

*'• O'e I L ..... , Cbai-
o.lurh ... rs==oo o-tt ... 
Oe1 I f= NWJII Dea_, Oolrnt= 

• . ' 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



12/31/43 

Envelope addressed to: 

L!r. 1(. A. Davey, 
341 Vaaaachusetta Ave., 
Detro~t, 31, lllch~gan. 
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llllplo7"• ot the Cbr)'alor Cor pora tion a 

I UDderatand Ulat t hrou&h the cooporatlon ot 
~Mnas-nt, tbe Labor ManagoMnt Drin Ca.:a1ttee 
and the uu:-cxo Looala 1n the Pl a nte, t he UlPloJU•• 
or the Cl>l")'Ulor Corporation did a \'01') fino jo'b 1n 
the Jl'li'Ohae• or War SaY1D&a llonda duri ng the 'third 
\far Loan Dr1Ye. 

I ftllt to ezpro .. ~ perao n&l appracl a t1on to 
JOU Cor 70\U' otS:orta and alao oxpre .. a;y hope t.'>at 
in tho Yourtb War Loan DriYo whioh beglna on Januar;y 
18 70u will again be one ot the leading In4uotr1al 
group• 1n the oountr;y. 

In tbo Fourth lfar Loan Drift your Qoyor.,..nt 1a 
aak1ng :YOU to purobaao ~10,268 ,000 worth oS: War Bon41. 
Tbaaa quotaa are quite aubatant1al, howo\'or, I 'beliovo 
tbat afi Of JOU0 n<> a&ttor whet )'OUJ' quo taa are, will 
do o"rJt.hJ.ng ;rou oan to put O\'ol' the l'ourth War Loan 
Drl'lo 1n JOUI' plant an4 not only aako a ll tho q\IOta& 
aat up tor J OU - but oxoe.d thea:---w'o know that wo 
oan oount on :rou to do :rour 'beet . 

With boat regar<l• to all, 

Sinoorel)', 
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JAEl,t>RANDt.Ql FOR THE SECRETARY. 

December 31 , 1943. 

Mail Report 

Though a little heavier than it was last week 
our mail again indicated that the public mind is n~t 
yet tW'ning to TreasW'Y affnirs . Those '11!10 wrote 
usually had specific ends to gain, and very few 
voiced opinions or made suggestions. No new subject 
was introduced. 

There continues to be a complete lull in tax 
correspondence. Opposition to the Treasury tax 
program was most often expressed by notes scribbled 
on the margins of unfavorable editorials or news 
articles , a number of which were forwarded anonymously. 
Roughly speaking, disapvrovals exceed endorsements by 
4 to 1. There was a sl 1ght revival of interest in a 
sales tax, with favorable comments strongly leading 
the unfavorable ones . 

Most of the week's bond mail concerned problems 
of i nscription or redemption. There were a number of 
questions about the recently called 1944-1946 series . 
By far the most popular constructive idea continues to 
be that of a bond 1n small denomination, usually a 
$10.00 one to be sold for $7.50. Very few letters 
refer in any way to the Fourth Drive , and there were 
only 36 bonds submitted for redemption, the smallest 
figure for aneral weeks. Complaints about delays 
are correspondingly low, and of the total of 26, 
15 came from personnel of the war Department. 

Other mai l was so widely scattered over the usual 
fields that no summary could be made and no quotable 
comments culled. Even the attached quotations are 
"run of the mill" , and submi tted simply to. show tba t the 
mail is following routine lines in the per1od before 
the return of Congress and the start of the next #ar 
Loan Drive. 
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General Comment 

Victor R. Welder , Attorney and Counselor at Law New 
York City. * * * I convey to you my dee~ greeti~gs 
and heartfelt feelings for the outstand1ng work you 
are doing in this era for our great country and those 
of our allies. 

Unfavorable Comments on Bonds 

D. Himebaugh, Casper, Wyoming. 1ie are tired of hearing 
you harp on liar Bonds and say nothing about strikes, 
Let's change your tune to "Keep on Working" , "Don't 
Strike •, "Don't Stop Working", "Don't rlalk Out", "Stick 
to Your Work", etc . Plenty could be said here and the 
people will feel more like buying bonds . Bond buying 
will take care of itself if you will only harp on the 
other strings for awhile. It is certainly sickening 
to read and hear about strike threats, which should be 
outlawed during the ~ar. I t is an awful block mark on 
our Democracy. What are the soldiers fighting for 
when they discover the fellows behind them arguing and 
quitting? 

Senator -agner forwards a letter he has received from 
Gerard J. Geyden, Brooklyn, ll. Y., which reads as 
follows• I purchased several War Bonds by payroll 
deductions in 1942, through the Signal Corps Ground 
Signal Agency. * * ~ These bonds have never been de­
livered and to llllke matters worse, no receipts were 
ever gi;en for the money deducted. I have written 
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several times to the office of the Signal Agency 
and received no replies . I have also written four 
times to the Centralized Field Offices , Finance 
Department, Chicago, Ill. On the last two occasions 
I have not even he.d the courtesy of a reply . 1> * " 
I do not think it unreasonable, after a full year, 
to ask for delivery of the bonds, or a receipt for 
the money, or a cash refund with interest, so that 
I can buy~ bonos elsewhere. It is hardly conducive 
to further bond sales to continue to delay the de­
livery of these bonds . I am not alone in ~ complaint 
as practically every one who bought bonds in 1942, 
through this agency, have received the same treatment. 
(P.S. I have written to Secretary Worgenthau only to 
be referred again to the Chicago Office of the Finance 
Department. ) 
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Favorable Comment on Taxation 

S. W. Picher, Brooklyn, N.Y. A thousand cheers for 
your stand against Congress on the matter of the new 
Revenue Bill. I t appears that the special interests 
are endeavoring to repeat all of the stunts of the 
last War in creating "War Millionaires•. What are we 
little people getting out of this farce? 

• 

228 

Regraded Unclassified



- 4 -

Unfavorable Comments on Taxation 

W. H. Morgan, Vice President, R. R. Bush Oil Company 
Long Beach, Calif . if" ;; The instructions accompany- ' 
i ng the tax return are , no doubt, wr i tten by an 
at torney. The l anguage is obtuse and beyond the 
comprehension of the average taxpayer. Let me sug­
gest the Revenue Departme.nt select some intel ligent 
school teacher who is instructing classes not ex­
ceedinG fifteen years of age andbave your tax attorneys 
explain to her just what the regulations mean. Then 
have her reduce it to language which her children of 
f i fteen years can understand . If children of fifteen 
can understand the rules and regulations, then the 
average t axpayer can. In many cases the taxpayer 
could l!llke out his own tax return and not have to 
go to a tax expert and pay him a fee of $25 and up 
in order to l!llke the proper return. Uany large 
corporations are beginning to i ssue financial state­
ments written in language which the avera.ge stock­
bolder can understand. Your Revenue Depar tment might 
try t he same thing, because you are dealing with 
mill ions of feople, and by using the heavy legal 
phraseology ln your instructions, you are forcing 
mil lions of people to pay out their hard-earned money 
for professional services when the whol e thing could 
be simplified . You might build up a little good will 
with the taxpayer if it is a t all possible to do so. 
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Dl.L 

AMI*IBASSX , 

CHUNG!i ING. 

TELEGRAM SEm' 

1870, Thirty-fir st 

PLA.I II 

December 31 , 1943 

FOH ADI..Eil FROil TilE s:;Cru::T/Jt'! OF t'I!E THE/I.SUltY. 

PleDse trunom1t bte follo.,lng aeaaaeo to D~·. Kung: 

~Uot'~ Ue11r Dr. Kung< 

I wolll d lll<e to thank you again tor your klnd 

l•W1tot1on to vl ait Chine contained 1n your l etter 

Of December 4, 1943. I aD• l oolt1ng fO I"ttard t o the 

dny whe n I >1il. l be able to v1e1t. your gr eat country 

t'ol' w111oh I havo nl >tayn hnCl the hlghoat esteem. 

Hay I, a t th1a ~:l.loe , oxtt:nd my congratulat lona to 

the Chineae peo))l& and thelr Oovorn•aent tor t he l r 

o~ntlnuoua succeaetul atrug~la during thobast year 

acains t our common enea y and my bea t wl ehee t hat 

the rorthooml ng year >tlll bring oven t?"Gnt er successes . 

The Ameri can peopl e have apnreola ted the d1f t i cu1t i ea 

\tnder which the Chinese oeople and their Gover nment 

htwe labored a nil hooe till!. t 1n t he coming yeru.• lt will 

be penal bll' t o t P.lte fundamen t al rcmau11J.l •ueasureo 

1Jl11 Ch will ove rcome these c'l1! fioul t1ea. 'l'he Alller i oan 

peonlo are anxious that China be n ~eU, s t r ong and 

democro.tlc no t ion and, as such, contri bUt e to the 

p. c t>rt.r pecoe .,0 d nroe.,•r1ty ~thloh we ore all atrlving 
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-2-#1879 , Oee8111ber 31 , to Ch•,ngking 

- 2-

to aohleve, 

1 ~ould llke to t ake t hio oooaeion to congratulate 

you on your completing ten ·:yenra ln office a& H1n1ater 

of Finance, Chlna haa l ndeed been fortunate in havi ng 

in office as Minister of r1nanoe during these years one 

who haa r ealized the 1wnortence of proper fina~clal 

meeaurea durlng a period or protracted war. 

Mny I alae exprese my pleasure a t havlng had so many 

oppo1•tunlUea to ~o:ork closel:y toge ther ~o:ith you and re­

presentatives of your Klnlatry during these ~any yeare, 

1 alncerel:y truet t hat the mutuel good ~o:lll ~nd contidenoe 

tlllloh oharao~erlzes the rela tlonn bett1cen your IUnlatr.Y 

end 1ny lleoartraent will oont.Lnuc during the coming years, 

Close oooper .. tlon bet>Jeen your Hlnl stry and IllY De!lartment 

will be a s1gnlficent contribution towards solvi ng the 

dlttloult postwar problems or financial ana economic 

reoonetructlon end r ehabil1ta t1on. 

Fll:FL:PAX 
12/31/43 

Si ncerely ,Yours, 

END QUOTE 

HENRX MORGENTHAU, JR , , 
Secretary ot the Treasur1. 

HULL 
(FL) 

.• 
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iiOT TO BE RE -TR" '/S.:ITTt:D 

'] . ~ I SEC.!i::T / COPY 110. __ _ 

J ,;l:.:Xf>ll . lOST SBCHET 

OPTEL !/~ , 427 

Information r eceived up to 10 ,. , J1, 31st Deee·;ber, 1943 . 

1 , I!ILIT!!flX 

It:.ly •• 
~th rll'mv Canadians nado olic;ht pro.;l':>• ·orth O"'d .. 
lest of <~RT0'1:. . :>atrol octi ·it·• on ·'hole f ront , 

, , ~ 5th Arm.v ;:oroccon troops hnv.l cept'.ll'.:ld ' •: lit of 
:J 'T.:. CAS.U.r; os "ell as another hill fee true , 0"1 2<' <h/30th O"'<' 

of OUl' Co ,J·nandos landed o"' the c0<1st tuo miles ·rorth o: the· 
G..:,rtLI"''I.l . ·ro details yet r<'coived . 

Russia <lesides cont inuing th• ir successful a1v" tee rlorth 
1'/est and South of ZHI'tl.l'ILi the .!us~i.., w 't:.va 

ca,1turod Tl.l .... . uv;,., 20 milos "est of z,,po;\uZHE . 

2 1 .!' .. n OP~.: .. TIO'IS 

',/,lstern Front 29th/30til . llE7!LI'' 1,068 to•1s ,, ; , t•nd 
1 , 185 to1s 1Jcendio.•1os incluu, •g 3!.0 

4 ,000 lb . bo.nbe were dro;>pe 1. Thick clo1u! en route , 1:i over 
ob.,.ec . ive, lllllrl:cr bo~tbs not s.:hlll and LlOst cre11s oo·1bet: on sky 
.n~•·.:c.· flares , ;·o acclli'ate assess .. lC'Jt of results yet . ossiblc 
;Ut nu...erous fires s een a 1d scvo3ral cre"s reported s ..1o!ta to 

16 ,000 feot . d/A fire heavier thon lu3t ti.JC but fe·· fl_hters 
sean. 

30th. 652 U.S. heavy 'O .. ll<'rs drop!'~d 1, 24•~ t~!~ o;t 
L'JD"IIGSHI\PB'' throu,_h cloud, no NS•Ilts could bP s ee.t. : tcr..y 
oasnalties roporte• by bombers end supportln~. fighters 23 :11 :16 . 
Our losses 22 bombe r s and 12 f i.:;htors , !ilitar y cc 1str•"ctions 
11 the PAS DE CALniS ar <la were attac'tod ))·• 250 •. ,erlh .. l H ht a'ld 
fiahter bombers , one Typhoon b01<1b•1r and a Hur rican .~J.ssing , 

30th/31st , .Urcraft da s ))a tchOd - l'ilitary 1!1 ,,t · ctions 
10RT!l ;,1' FRA'lCE 16 COLOGIE, D''I':ll'J''i(' und iOCH'li! 21 1 r.~ a -minin~ 

26 , leaflets 33 . '3 cnern•r aircraf t crossed the So•hh 3ost coast 
ponotratin; about 30 milos Inland , 

.ilru.:£ 29th, 104 escorted Fortresses droppe .l t-.tel of 
273 tons on t.he ra1111ay cent res of FERR~'l .• and RI.!I''I. 102 
.ara••dors a 1d 64 fighter bol!lbers a ttacl:o1 railway co ·-•mications 
in c:::''Til.U. lT.U.Y and South £ast of ROllE , 
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