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HMJr: 

Operator: 

H~!Jr: 

O'Oerator: 

HI·!J r: 

General 
Somervell: 

i!J.!Jr: 

S: 

H~tJr : 

S: 

HI·!J r: 

S: 

Hl·!Jr: 

S: 

HMJr : 

S: 

Hl·lJr : 

S: 

HMJ'r: 

Hello. 

General Somervell. 

Hello. 

There you are . 

Hello. 

Somervell. 

Happy New Year. 

January l, 19114 
lO:Ij.l a. m. 

Thanlt you very much, Bir. The 88Jlle to you. 
As one of our boys said , "There's certainly 
olenty of room for i mprovement.• 

That' s right. 

(Laughs) 

General, the r eason I ' m calli ng you, I have 
your reques t on China very much 1n my mind. 

Yes , sir . 

And I t ried yesterday to ge t ~~rd f rom the 
White House if they had any answer and I' ve 
had no answer from t hem. 

Yes, sir. 

And I wondered, while I was ~~iting,~ether 
you'd be willing to have somebody in your 
organization 'lUt down on oa'Oer Just what your 
problem ls in acquiring for eign exchange in 
payment of work and payment of trooos in the 
Far East, you s ee? 

Yes, sir. 

And then if I had that befol•e me , . and if and 
when the President decide& to move, 'o'lhy I' d 
be better pos~ed. 

Yea, air. 

See? 
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S: 

HMJr: 

S: 

HMJr: 

5: 

;n.:J r : 

S: 

HMJr: 

S: 

HJ.IJr: 

S: 

Rv.Jr: 

5 : 

!n.!Jr: 

S: 

S: 

Hl·iJr: 

- 2 -

Yea, air. 

So, do you suppose somebody could put that 
down for us? 

I'll bave it done right away. 

And ge t it over to me. Then I could study it. 

All right , sir. 

But I -- another cable has coae in from Acbeasador 
Gauss and it's going to be difficult, but by hook 
or crook, I' ll take cere of you. 

Well , you always have and ve ap~reciate it a lot. 

But -- well, thank you if I can have that . 

All right , sir. 

But I mean the whole Far East . That'll be both 
China and India and Burma ~nd wherever you are. 
It's that vicinity of the world anyway. 

You don't >~ant Persia in t here. The t' s t aken 
care of , I t hink. 

I think we're ell right on Persia . 

All right . 

I think we're all righ t on Persia. Just I ndia and 
China and tha t neck of the ~~oda . 

All right, sir. 

Thank you. 

Yes, sir. 

Bye. 

2 
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FOREIGN FUNDS CONTROL 

Preaentt Kr. White 
Wr . Friecl:Jun 
Wr. Taylor 
Wr. Bernstein 
Miaa Kistler 

Januaey 1, 1944 
10 t45 a.m. 

WR. WHITE: This ia Kr. Taylor, Wr. Secretary, 
I doo•t know whether ;yoa have much contact with him. 

H.M. JR: I ought to. Didn 't I recommend him aa 
the one-and-only? 

lr!Jt. WHITE: And thia ia 14r. Friadman. 

H.W, JR: Listen, when you go away for two or three 
days to make speeches I get acquainted with your fellows . 
It is good for me, seriously. Shows you have a good 
organisation. He (Taylor) was out at the house twice . 

lUI, 1Ji!·ITE: I accept the coapliment. 

H.W.JR: No, I had a few suggestiona and I thought 
we aight ai t around. 

Thia ia very tunny. Laat night at the White House -
I won't .. ntion a name - there waa a la~ there . She 
ia on Keynes' Econoaic Staff up ~t tne Embassy - he is 
so terribly excited about what we are doing on dollar 
balances. Thia is a bright girl . She asked me a lot 
of queations and I asked her aome. 

I thought I. would like to aort of take a trip around 
the world on thia thiug. I thought I would aak General 
Somervell. I am diaturbed becauae I haven't heard froa 
the President. I have &~ked if he has heard from Chiang 
Kai-ahek. I have read the cable and I have read .ldler. 
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I would like to ban General Somervell put do1111 on 
paper what be sees the problem ia from the standpoint of 
acquiring foreign exchange in payment of troops in the 
Far Hast, I mean, what are his problema as he sees them, 
so that I could be prepared to make recommendations. 

llR. WHITE: You can get it in writ ing, or if it ia 
merely inforMation you want, we can tell you. 

R.U.JR: No, no, I would like to baYe it put in 
writing. Then I was surprised to aee that eYi dently 
Acheson ia already out there. 

KR. ~ITE: To m, knowledge, he just left a day or 
two ago . 

IAR. FRI.KD'.llN: That ia r ight, 

H,Y.JR: Didn't you see Gauaa' cable? 

~m. '#JUTE: That is a different Acheson . That is 
Acheson that belongs to the State Department . de is not 
an economist. 

(The Secre tary asks for General Somervell on White 
Rouse phone.) 

H.~.JR: That is another one . Well, this thing - you 
see, lllhen you mentioned Portugal why I didn' t want to 
talk. I think before we decide a thing like t nat, I should 
ask tbe Anay whether it would be good, at this time, to 
placate Portugal to the extent of twenty or thirty million 
do!lara, 

Now you take, f or instance, we haven' t been able, as 
far as I know, to get permission to land on the Azores, 

lffi. WHITE:Twenty or thirty miUion pounds, 

H.M. JR: Pounds - well, I think before we do that, 
I ought to write a letter to General Karshall and at.ply 
say - or some of you write to StLmaon--

4 
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(The Secretary on ahite Houae phone:) 

Hello, General Sooaerve!l. Happy New Year. 

That ia right. 

General, the reason I em calling you, I han ;rour 
requeat on China very much in ~ mind, and I tried ;res­
terday to get word from the ihite Hou" whether they 
had any anner. I have had no anner froa them. 

I was wondering, while I was waiti ng, whether you 
would be willing to han ao•boay in ;rour organization 
put dowo on paper just what your problem is in acquiring 
foreign exchange in payment of work and payment of . 
troops in the Far East. You eee? Then, i! I had that 
before me, if and when the President decided to move, 
why I would be better posted, see? 

Do you suppose somebody could put that dowo for 
us and get it over to me? Then I could atudy it. 

inother cable haa oome in froa Ambassador Gauss, 
and i t ia going to be difficult·. But by hook or crook 
I will take care of you. 

Well, thank ;rou. If I could han that - I mean 
the whole Far East; that will be both China and India -
or BUI'lla, or wherever ;rou are - that vicinity of the 
world, anyway. I think we are all right on Persia. 
Just India and L'hina and that neolc of the woods. 

Thank you. 

(End of telephone oonvereation.) 

H.Y.JRs Now let' s ~o ahead, Juat state your problem, 
what thia propoaal i a ane1 what it would mean. 

KR. 'tdiiTEs The Bri tiah have said that they are 
contemplating pel'llittiog the Portuguese Govern~~ent to 
withdraw in the fol'll of gold some of their two hundred 

5 
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and twenty-fiTe Dillion dollar• ' worth of sterling 
ba . .Lanoea which they now hold, Presumably those balanoea 
were accumulated under term4 of an agreement - whether 
it is oral or written, I do not know, we haTe neTer 
aaen it - under terma of an agreemant in which the 
British Government guarantee• to Portugal the exchange 
rille. 

In other worda, you oan alwaya wi thdraw that ster­
ling or ita equiTalent in. gold as of the rate in which 
it waa accumulated, 10 in oaae sterling depreciates, 
Portugal will not suffer an exchange lou nen t'hough 
abe doean•t withdraw it. And that agreement, to~ 
under atanding, ia good unti l fi Te yeara after the 
ceaaation or hoatilitiea. 

That item has been one of the i tema which the 
Bri tiah Treaaury has insisted should beset off as a 
gold liability agai nst your goid assets. 

H.Y.JR: ! bout three hundred Dillion? 

JAR. WHITE: Three hundred and fifty million, tba t 
i a r ight. The rest ia Egypt, and t here are aome sma.Lier 
a ounts . The two major onea are ligypt and--

H.:Y.JR: 'What i a t hia agreeJDent with Portugal again? 

llR. 11BITE: Portugal baa about two hundred and 
twen ty- tin Dillion doHars' worth of ster ling. Portugal, 
preaumably, can take tnat sterl ing and demand gold for 
it of England any time wi thin f i Te yeara after the oeaaa­
tion of hosti litiee, and at a rate which would aubject 
her to no r iek of loaa. 

Now, Portugal bae not aaked her for anr, but I 
gather that the Bri tiah Treaaury feela that thia i t a 
good t i me to make their dollar balanoea look lower, and 
10 they are going to inform Portugal that the British 
Treaaur1 it now ready to let thea haTe from twenty to 
thi rty million pounda of gold. 

6 
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Tbe7 think, or they ha~• auggeeted, that that alec 
would i•pro~e their r elation• with Portugal, That i1 
t heir excuee for doing it. J.otually, I think the reason 
for doing it ie they are worryinf about their increaeing 
balanou and the7 think thia wil be a good way to re­
duce the•, because the7 are afraid if we don't the7 will 
lose Lend Leaae aid, Tbia way they eet ott gold liabili­
tiea againat dollar aseets. 

H. M.JR: Inasauch as thia i1 part of the three 
hundred and fift7 aillion do!lara, it doesn't in ID1 
way change our position that we want to go ahead and, 
let'• say, discontinue--

~ WHITE: The pollticall7 undeeirable argumente-­

H.~!.JR : Thoae thinge which the7 ought to be able 
to pro~lde themael~es. 

JAR. WHITE: It doeen 't alter that at all. 

H.M. JR: Doesn't weaken our poeition? 

~ WHITE: No. I don't think, Kr. SecretarJ, we 
art in a poei tion to a&J no, That ie why I .. wondering 
if JOU could write to Karahall about it, I don't know 
how far you can go with B:ngland in saying, "You can •t 
pay the• gol~ enn though you han an agreement. • 

H. l£.JR: ib.o put it up to JOU? . 
I4R. WHITE: V.haley, naturall7; and they didn't aak 

for our appro~al. They asked for our comment. They are 
planning to do thia . 

H.M. JR: This ia 111f suggeation and I would like it 
to go out today, What is the date of his letterr 

J.IR. WHITE: I wouldn't know, exactly - within a 
few da.ya. 

7 
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H.ll.JR: What I would liltt to !mow, han we in­
formed State o! thia? 

Ill\, WHITE: No, 

H.K.JR: I would aend a !attar to the Secretar1 o! 
State and aimpl7 aa1 that I aa in receipt o! the follow­
ing letter fraa Yr. Whale1 of the Briti1h Trea1ur1, 
"We here feel that we ahould aa1 yu. • Tbu I would 
aay, •r.naaauch aa thia i1 part of the three hundred 
and fifty aillion do.u.ar• that the !Dgli1h hue al•&T• 
1aid ahould not be included, thi1 would in no way change 
the 1tatut of the diacu1aion ~icb we are haTing between 
our office" - Kr. Crowle1' • and aine, aee? 

YR. WHITE: It ia included in the billion, seTen. 

H • .M.JR: I don't want to s&f "the dollar balancu, • 
see? I don't want to say that, I don't want to haTe 
J.cheaon come right back and aay, "J.h, bah; thia ia more 
eTidence.• 

I aust want to SIJ, "Thia in DO W&f changes the 
statue. 

YR. WIITE: That we han al•IJ• recognised this 
liabi!it7 and i t in no way changes t he statUI. 

H.W. JR: Yea. Do 70U get tha point ? J.re these bo7a 
up? J.oheaon ia trying--

liR. nHITR: llr. Friedm.an ia. 

B.II, JR: Well, he ia tryin,g to getua to aa7we 
baTe to turn our •oul inside out to the British and let 
them know eTerythinf we are thinking and doing in this 
life and the next 1 fe. 

I would say, "I would appreciate a prompt answer. • 

YR. W'diTE: Do you want to untion the !act that 
unleaa there are political reaaona for our not doing 
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thia independent of queat iona whioh we are considering, 
or we auuae there are.n•t an7? Wenner han,on a m&tter 
of thia kind, asked them if t here are any polit i cal 
reasons, ao maybe we don't need t o aak about t hat , 
either. 

9 

H.W.JR: Just like t hia cable on ~hina . He would 
aay, "I would like your ooamenta on China.• I would 
say, •we feel we would l ike to do thi a, unleaa there ia 
s011e nry good reaaon which you might want to infol'll ' ' 
ua about. • Do you aee? 

lL& \\RITE: Yea . 

H. lo!. JR: The thing that I u thinking about, some­
body m.ay aay, "We.Ll, now, can't you hold this up?" Where 
11e wet•e smart - the fact that we can 't say no, makes no 
difference . I would aend for them and aay, "Look, I am 
trying to help you on getting thia money from the British -
but how about helping ua get permission to land on the 
Azores?" I mean, I •ould say to Leahy--

It is the kind of t hing we never do around here, 
and the thing we should do. A l i ttle poker. You uaed 
to bet • hen you had nothing in your hand. 

MR. \\lUTE: Yea, we have got nothing much in our 
hand on thia one. (Laughter) 

H. loi. JR: llut you used to •in. 

loiR. WHITE: Sure. 

H.M.JR: And then I 110uld wri te something not quite 
4!ong the aame way. 

MR. WHITE: Send just a oop;y to Cro11ley? 

H.M.JR: I wouldn' t send anything to Crowley. 

MR. WHITE: I thought you said State . 
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H.M. JR: Leahy, Combined Chief of Staff. 

MR. 'WIUTE: Ask him the 161111? 

H.M.JR: No, Leahy. 

~~. ~HITE: We would h&ve to phrase th&t a little 
differently. Ask it there is &ny militarJ reason why. 

H. ll. JR: I mean, it ia the kind of thing - normally, 
i f they h&d the kind of Cabinet, you would raiae it at 
Cabinet &nd t here would be a disouaaion, and so forth . 
But if th&t could be prepared--

YR. WHITE: I will do tha t this aorning. 

H.ll . JR: Don't boast. 

~ WHITE: We l l, t his afternoon. 

H. M.JR: ~ell, the thing is to get it to me. Whoever 
brings it to me, if it i s this afternoon, should be the 
person who will see that it goes to t hese two people. 

lffi. v.HITE: All right. 

H.M.JR: MT inclination it to do it, but I was 
just thinking that maybe they might--

~ iHITE: If they objeot, all right; but we are 
on verr weak ground to raiae any objecti ons ourselves . 
There s another problem, then , which be are on this. 

HJ4.JR: well, we don ' t know. I me&n, I have got 
to keep snooping, snooping, all the t iae, to try tc 
keep up to date. And I will say thie much: The more I 
eee of the Arlllf - I have got t o take my hat ott to some 
of the thing• they are doing. 

Did any of you r ead t bls edi torial today in the 
Poat on Crowley? 

10 
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JAR. BERNSTEIN: Yea. 

MR. FRIE11.!AN: No. 

H.M.JR: God, i t wae really eomethingt 
up by saying the same t hing. They have got 
their hat off to t he ~. 

llR. lliiTE: What ie it on, relief'l 

They end 
to take 

H.M. JR: No, on hie or$anization. He baa been in 
there tor three months and 1t i1 a worae meee than it 
ever wae. 

llR. BERNSTEIN: Yes, sir, and there wae a special 
point in cOMment about the people commuting down from 
New York to run his organization. 

H.M. JR: What did they mean by that? 

~ BERNSTEIN: Must have meont businesemen who 
are part time on exporte and similar things. 

H.ll.JR: It also look.s like that either Landi a or 
this General Motors man in Cairo--

MR. TAYLOR: Short. 

H.U.JR: •• • one or the other baa come back and 
talked, you 1ee? Complained. Shor t isn 't the name. 

1m. BERNSTEIN : You mean Royoe. He was from North 
Africa. 

H.M.JR: Short ie one man, but Royce ie the one. 

~ WHITE: Royce shouldn' t talk very much. 

H.K.JR1 I auggeat you people read it. 

¥H. WHITE: Did Jim Landis get what he wanted? 

11 
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H.M. JR: He isn't going to get what he wants. 

lLR. WliiTE: Said he waa goi.ng to come around to 
aee Ul. 

H.N. JR: Two things that he want•. I tried out 
the President on them, just to eee. One i1 Landis wants 
the Uni ted States GonrDIIIent and the l.r'8f to take an 
interest in the Balkans. The President said - this is 

12 

all ln the rooa - "We hue no interest in the B&lkens; ~· 
we han got no buaineaa in the ll&lkane and the British 
han the Balkans. • That waa n1111ber one. 

Nllllber two, his other interest w&a that the State 
Departaent should be .Usi stant Seoreta17 for .lir - Ci't'il 
Air. The Pre1ident said, vi t ia "'17 intereating. • 

Now, those are the two thinga. The Balkan thing 
i s partly hi• thing; air ian•t, 't'ery much. But that ie 
what be told me were the two things when be came baok. 
He aaid thinga that we talked to him about are nicely 
straightened out. 

lUi. 'OIHITB: Shouldn't han been t hat the Anay was 
interested in the Balkana, but should be lntereated 
in .bat la being done. Howe't'er--

H. H. JR: Noryou want to talk to 1M about thia stuff 
in third countries? 

lLR. 'M:IITE: I aight bring up one other pr oblea re­
lated to thia, which ib.al.ey baa railed with ua, end which 
we ought to be able to gi't'e thea an anewer to aoon, which 
ia, who la going to pay for the food end other materiala 
that are bought for third countries. 

H.W.JR: That is what I meen. 

XR. ~ITB: They ha't'e got a good poaitlon on 
that. They are taking thla position; they are saying 
that t hia is relief. The fact that the Ar., is handling 
it doean•t alter the oh&racteriatioa of the problea. Inas­
auch ae it ia a relief proble .. the erpenaea ought to be 

. -
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borne in t he emne proportion ae t he expenses of the 
relief problem. That ie, that they ought to bear that 
proportion of t he expense that their national income · 
beare t o ours, in t hi rd countries. 

H.M.JR: Ie that a aort of out-growth of my talk 
with the Ambassador at that luncheon we had? 

lLR. \'J!ITE: I da~ 't think so, becauee thia i a 
~oving in the other direct ion, of helping ua leaa . 

H.ll. JR: Of helpillg ua leu'f 

lffi. WHITE: That meana we pay more for the atuff 
we buy. We pay four- fiftha of it. 

H.!L.JR: But I seid at the luncheon, why didn ' t we 
consider the question of aome aort of a joi nt arrange­
ment i n third oountriea. 

llR. WHIT!!: That may be, although the question 
also came up - which is one of t he reasons, I think, 
why you spoke to him - when the irm¥ had to buy this 
grain in Argentina. You remember I spoke to you and 
we couldn' t agree as to who was t o pay for it, ao we 
took the position that tbe ·~· Wbich ordera the stuff, 
will pay for it, but the adjuatment, the reimbursement, 
or subeequent arrange.menta, will not be pre judiced by 
who aotually makes the tranaaotion, and at that time 
they offered to pq half of the expenee in th.ird countriea. 

The Ar.1 felt they ought to pay al l , because we 
were apending ao JaUch ill tbia ccuntry and they were 
apending ao little in their country. They now come 
with thia propoaitj on, which baa another part of i t 
which 1a not ao much of conoern to ua with regard to 
t he dollar position, but of more concern with regard to 
the whole reli ef expenditures, and tha t ia that they 
want the expenditures that are made by t he armies , 
their !~ and our Army, in goode or aervicea, or even 
aurplua materiala, t o count toward their oommitmenttD UNRA 
of one percent of thei r national inca.e. 

13 
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H.M.JR: You mean they want to tie the two things 
in together? 

MR. 'ft'IIITE: They want to say, if our Ar111 gina UNRA 
any relief, in the way of ooal to Italy now, or anyth.i.ng 
to France, that should be credited to our commitment 
to UNRA, which was one percent of the national income, 
The result of that would be that they might not give 
anything to UNRi, because it i a easy enough in a couple 
ot years of war to run that up. 

H.K.JR: Don Lehman kn ow about it? 

llR. \\IIITB: I called hill up .last week and told h.i.Ja. 

He was much upset about i t. Then, in order to 
make their position perfectly l ogical and consistent, 
which they have done, they have said, "Our Army expendi­
tures, therefore, shall be just like our relief expendi­
tures ; henoe we will pay the same proportion in third 
countries which require dollar expenditures on the part 
of ei ther your Gove~ent or our Government. 

So t hat would mean, then, in the !rgentine t hey 
would pay one fift h as against what they offered a 
abort time ago, to pay a half,aa against what we wanted 
to pay off, Now, whether they pa;r a fifth or a halt, I 
t hink depends, in ~art, on the deci siona which are made 
with reapeot to t his matter, because we could add, as 
one of the itema which they ought to pa;r for, a certain 
propor tion, whichever ;rou want to agree on, of goods 
purohaaed in third ~ountriea, and tell that to the 
Army. That i a pa.r t of the~greement . 

H.M.JR: Now talk: in cases . 

KR. WHITE: Here is this wheat case . 

H.M.JR: You are talking in formulas. 
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MH. VtiiTE: There is this probum of bupng flour 
in the Argentine now. They are ordering it to be 
shipped to Italy. The ~artermaster Corps is buying 
it through, I gather, the Food Purohasing Commission. 
The United States is buying it in Argentina. It will 
be shipped to Italy, charged to the United States Army, 
oaid for by t he United States A~, and distributed, 
t presume, by the Allied Mission . 

H. lo! .JR: V.hy, in God' a name, are we bU¥ing it in 
Argentina? 

lilt. WIIITE: I ra ised that question with i<oy Henderson 
and hie aas iet&Dta, who are on both the COIII.bined Food 
Board and the other. The reason they gave was tbia: Tbe 
Uni ted States is short of wheat; it will be down to 
two hundred mi llion bushels sometime this summer; they 
have had to use a lot of wheat for feed ; they even had 
to bU¥ some wheat for Canada to use for feed, even 
though we sent some of our wheat to England. Now, t hey 
can either buy this flour .for Italy from Canada or f rom 
the Argentine. But if they buy it from Canada, they 
will be confronted with a transportation ~rob!em which 
they oJ.aia ie more serioua than the shipplDg problem 
from the Argentine to Italy. 

H.!I.. JR: 1ibo claills that? 

~ aHITE: The ~ombined Food Board cJ.aillsd, ae 
stated by this chap who represents the Food ~oard . 
We do not have anything in writing. I didn't feel, 
without talking to you--

H. M. JR: How much does it amount to? 

MR. WliiTE: WeJ.l, they are goin.g to bU¥ about seventy­
five million dolJ.ara' worth of wheat in the next six 
months, moat of which, I think, wiJ.l come from the Argen­
tine. Now, I am not sure, because i don ' t know how 
thei r plan is run. 
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H. ~.JR: ibf don•t I call up~ friend General Strong, 
who ia interested in the Argentine, and tell himY 

UR. WHITE: Would it be better to ftrat get 
faota? We could write and aay it is part of the 
problem. 

H.~ .JR: Let Strong get them. 

UR. WHITE: The facta? 

H.li . JR: He will get the whole thing. 

the 

WR. WHITE: They will merely tell him we have to 
have the wheat. 

H.M. JR: I will tell him this thing should be 
gotten - the .lrmy is doing t bia t hing, and that they 
oan get it - I believe they can get it in Canada. 

MR. WHITE: They can get it in Canada. They aay 
there is a shipping situ~tion . 

H.H.JR: l'ihat about shipa coming back empty from 
J.uatralia? 

l4R. WHITE: That I don• t lalow. Tbia fellow - I 
said t o thia fellow that you might want to talk to him. 
He said he would be very glad. 

li.K. JR: 'ilbo? 

llR. 'WHITE: I have forgotten hh nu.e, but be ia 
the man whom Henderson referred me to as knowing moat 
about it. 

H. M.JR: • Strong is like that (anapa fingers). 

llR. Vo1UTE: But I don 1 t len ow whether be will lalow 
where to hit it. I a he interested in buying grain in 
Argentina? 
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HJK.JR: He is interested in knocking out thia 
Argentine government. 

IIR. WHITE: We can try him. 

H.ll . JR: \\hat hal'IR can it do'/ 

(The Secretar1 asks for General Strong over the 
Whi te House phone. ) 

(The Secretary on the ihite House phone: ) 

Heilo. Yes . 

Right, Grace. Same to you. 

We had a good time last night . The President 
stayed around for an hour. 

Well, he sat right by the fire and he enjoyed it. 
He was i n a very good humor. 

No, he aat up for an hou.r. 

I don ' t think so. He was Ill wrapped up. 

Yea, right. Well, I di dn' t do it . Don't scold me. 

ill right, it waa an hour - all right. 

He never sent the message? Wel l, for heaven's sake . 
Well, then, he is naught7, too. 

Now listen, this is what is bothering me. He really 
ougb.t to do something. I will tell you why, if 1 haven •t 
before. General Somervell bas got a big problem there 
in getting these airfield& ready, and he b.aa got to pay 
for them. we have got to help him. I have stalled him 
off, now, for ten days, waiting for the President to move . 
I t the President doesn't want to move, if be will juat 
•&1 to ae, ~11, Henry, you handle it and take care of 
General Some rvell," I will go to town. 

17 

Regraded Unclassified



- 16 -

J.re you going to see him toda;y' 

Well, if he would simpl;y say to me - if he doesn't 
want to communicate with ~hiang Kai- ahek, I mean--

Wel l, but if he will just S&f to me, "You ~o to 
to'lll and see that General Somervell can bu.ild hu air­
f ields and P&f tor t he troops, and what-haTe-;you,• I 
wi ll go to town and do ths beat I oan, see? 

No, I mean if the Presi dent doesn't want to communi­
cate.·-

That is r i ght. It was a memorandum. £ad he l iked 
i t so much he was going to send it as a message to 
Chiang Kai-shek. . 

Let me put it differentl;y: If be doesn't , for 
some reason, want to communicate, and he will simpl;y 
s~ to me, Heney, ;you go ahead and make ;your own 
arrangements and take care of SomerTell - t ake care 
of the .ll'III,T"- I will go ahead and do the beat I can , 
independentl;y. 

Do ;you want me to send you a cop;y of that message 
ao ;you know what is in it? 

'1/u l , i t will be eu;y. ~ 

Well, look, to ane ;you trouble, I will get ;you 
another one. 

Thank you ao much. 

Good-b;ye. 

(End of phone conTersation. ) 

(The Seoretar;y held a telephone oonTersat ion wi th 
General Strong, aa follows:) 
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Generlll 
Strong: 

H~IJr : 

S: 

Hl.Jr : 

S: 

!ll.Jr: 

S: 

S: 

HY.Jr : 

S: 

HMJr: 

S: 

Hl4Jr: 

January l , 19114 
11 : 20 a.m. 

Go~d mor ni ng , Mr. Secretary. Happy New Year 
to you. 

Same to you. After I placed your call, the 
~ti te House called me on another nhone so I 
was s t ymied. 

Okay. 

General, this business 1n the Argentine is up 
a gain. 

Uh huh. 

And thi s t1"'e (Laughs) it' s the Army that 18 
~reposing to buy $75 mil lion ~~;th of wheat in 
the Argen t ine. 

Yeah. 

Now , we ' ve been on the out er perimeter and 
trying to say , "Why don 't you buy 1 t from 
Canada?" And someboGy says, "Well, they ' ve 
go t a r ailroad ;>r oblem1 and eo forth . 11 But 
I wondered i f you didn t want to ge t in on it 
and see if we can't help . I mean, to dump 75 
good U. S. mi l l i on dol lars into Argentine right 
now, to me seems more cockeyed t han most or the 
t hings we do . 

It s eems t o :11 e entirely ond co mpletely i nsane. 

··1ell, you and I agr ee again . 

That ' s oarticularly true. I don 't knew whether 
t h ey called to your attent ion , Hr . Secretary, but 
I sent down a rather bi g volume of stuff on 
Argentine. 

I have it and I ' m s tudying it wi th t he help of 
John Pehle. I thought it was all right t o let 
him study it, t oo. 

Yeah. 

Bu t there ' s just-- a t oreaent, nobody hae seen 
it but myself and Pehle, and t his is t o go to 
I taly, i nci den t ally -- the whea t is t o go to 
Ita ly. 

/ 
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S: 

HMJr: 

s: 
HI-!Jr: 

S: 

H~!Jr: 

s: 
lf.:Jr: 

S: 

m~Jr: 

S: 

H~!Jr: 

S: 

!lJ.lJr: 

S: 

HMJr: 

s: 
HJ.!Jr: 

S: 

- 2 -

Well, now do you know Who i8 -- do you know 
wha t part of t he Army i8 back of it? Is it 
t he Quartermaster or .• .. 

~/ell, Quartermaster . 

. . .. 1& it the Civil Affaire Commission or what? 

Quartermaster. 

Uh h\lh. 

And Civil Affairs. 

I see. 

I guess 1 t would be between the Quartero:aster 
and General Hilldring. 

I see. \tell, I'll nail Hilldring righ t now and 
I'll try to get the Quartermaster later and find 
out what t he real score is and let you know. 

Say, I know it ' s up in Canada. Nobody 1 s looked 
at Aust ralia as to whether t hey oould ge t any 
wheat, but it s eems to me any place but the 
Argentine. 

··~el_l, that 1 a my reeot1on. 

Yes. 

My reaction, yes . 

Well, I knew t h&t you 'd be intereeted. 

Well , I'll find out. what the score is and let 
you know very prozotly. 

20 

And I want, may I take the liberty of complimenting 
you on the assistance you have given us since 
I think it's been wonderful. 

Not at all, sir. Tha t's whet our Job is. 

I know. But a lot of peopl e have Jobs in 
Washington and we don't ge t any help from them. 

'llell , that' s true, sir. 
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HHJr: Well , thank you. 

s: All rigbt, Mr. Secretary. 

HI!Jr: Thank you. 
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B.K.JR: Bi1 co...at waa, "It 11 utterl7 inaane.• 

He •aid, "Wbaaahould I ooDtaott" I aaid, "I think 
Billdring, the Qpartermaater.• . 

He aaid, •I will do it wi thiD the hour." 

liR. \liliiTB: The7 wU.l refer hia to the Board. 

B.M.JR: Be aaid, "It ia utterlf inaane.• Jnd he 
doean't pu1l hia punohu, 7ou '"· It 11 utterly iD­
e&De.• 

Now, wait a aiDute - juat a aeoond. Lat'a get 
back to thi• thing. I 111an, all of thia il terribJ.7 
confidential. fbi Preaident, the 1ecretarr aaya - what­
ner ahe teJ.la me h true - ahe aaya he just h.aan' t 
gotten around to it. 

Now, I don't know whether you agreed with me, but 
you heard what I aaid. 

Oh, let'a get thla thiDg right oTer to him. 

liR. WHITE: You told S.oretarr HuJ.l, I think, that 
the Preaident had forwarded it. 

KR. FRIEIJWf: No, the utter aaid that the Preai­
dent had aald be waa goiDg to forward it. 

B.M.JRI Walt a aiDute. IAt .. juat catch 'AJ 
breath. lou e111 aee 'llh7 I wanted to talk: to you fellow• 
on foreign affaire for a littJ.e bit to pull acme of 
theae thinga together. 

(The s.oreta17 oalJ.a Kra. lloHua:h and aenda a coi1 
of the aemorandua t~ .the Preaident tp }(l.aa Grace Tul 7•> 

(The Secretary plaoea a oall to Secretary Bull or 
hi a aeoretary.) 
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H.I!.JR: I IIDl tqing to find out which one of thoae 
men has seniori ty. Do JOU know? Stone? 

MR. ViHITE: Not Stone, no. 

H.~ .JR: Have we heard from i oheaon? 

}(R. \,liiTE: Oh, Dean Acheson - yea, be called me 
up. He said that there ia a one-page memorandum which 
he was aending over at once - thb ns an hour ago. He 
embodied Secretary Hull' • c-nta in your aeaorand~a, 
a draft of which was aubmitted to him :reaterday, in 
which apparent l 7 be said Secretary Hull goes along 
with the rec-ndationa, but pointe to the fact that 
if the purpoae, the objective of t he program, ia to 
out do'IID the dollar.b&lanoea, that be reco.aend, or he 
feela that the matter ought to be t aken up with the 
British ahead of time and thrashed out. But be feels--

H.M. JR: Exouae me. Let one of your men ask 
whether it baa come in ( referring to memorandum from 
J.lr. .lobes on). 

(J.Ir . Friedman l eft the cCIIferenoe . ) 

KR. IHITE: He said that Secretary Bull thinks 
that it h your bail frca now on, and you should do 
an:rtbing you want with hia c011111ent, 11hich ia in the fora 
of a meaorandua to the President, ca.menting on your 
memorandua. I gather he hasn't seen it yet. He 'II&Dh 
to send it over to you firat . 

H.M.JR: Do :rou remember, he said he would l et me 
have it before lunch'/ I said, "lo!ake it before aupper. • 

~ WHITE: ~ell , be call ed up about an hour ago. 

(The Secretary held a telephone conversation with 
Secretary Hull, as foll011s l ) 
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m:Jr: 

o, erator: 

HMJr: 

Cordell 
Hull : 

li!·!Jr: 

H: 

ffi.!Jr : 

H: 

a: 
Hf!Jr: 

H: 

HI1Jr: 

H: 

!!HJr: 

H: 

liHJr: 

H: 

Hello. 

Secreta ry Hull. 

Hello. 

Hello , Henry. 

,/ 

January 1, 19114 
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11:27 a . m. 

Good morning. Hapoy New ~ear to you. 

~es, and you, and your family. 

Thank you. Cordell, I wanted you to know that 
I have been checking up at t he office of the 
President to find out whether be coroaunicated 
with Gener al. Chiang Jtai-Sbek on t he loan. 

~eab. 

And I - - !Use Tully Just cal.led me to say tha t 
no message bas gone to Chiang Kai Shek. 

Well, I had this suggestion to make, Henry ..... 

Yea. 

..•. and I think, probably, you and the President 
may want to consider it. 

Yes. 

That is, you know bow that -- how bad that 
general si tue tion is ...• 

~ea. 

•... combined economic, political end military -­
everything. And now, jus t to turn h i m down in 
a strictly -- as we would in a strictly business 
way ...• 

Yeah • 

.. .. it may -- it mi ght and could well give hi m 
mo~e discouragement and thoae around him 
and cause them to deteriorate along with t he 
balance of the si t uation. 
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Yeah. 

I thought that if we could show him more than 
what would ordinarily be t he case in the way 
of considera tion. 

Yeah. 

Say, "'fie will l;>e glad to send over there one of the 
ablest authorities on that question.• And he can 
take any assi s tant he wants along with him. Some 
fellow who also lmowe how to handle people, you 
know •... 

Yeah • 

.... who would know how to talk t hie out with Shek 
and those around h i m. 

Yeah. 

25 

Let h im go over there and make an examination at 
first hand, of t hat whole situa tion and let Shek 
and his crowd see that we are showing every dis­
position to get at the merits and eo on, and so on. 

Yeah. 

In other words, a sort of cushioning of the 
situation. Now, I don ' t know, you oeople can-­
I was aiming to bring that to t he attention of · 
you and the President .... 

Yeah. 

.... but he got e1ok ••.. 

Yeah. 

•... and I haven't seen hlm this week. 

Well, of course, I think it was-- it will be 
two weeks tomorrow • ... 

Yeah • 
•.• . I believe, that I gave him that memorandum 
whioh was not a memorandum tor h im ••.. 

Yeah. 

Regraded Unclassified



HHJr: 

H: 

HHJr : 

H: 

HI~Jr : 

H: 

Hl!Jr: 

H: 

H: 

HHJr: 

H: 

liJI.Jr: 

H: 

HMJr: 

H: 

HHJr: 

H: 

- } -

.• •. or ~hich I sent you a copy. 

Yeah. 

And i t was not written as a memorandum or as a 
cable .... 

Yeah. 

•.•. and to my surprise, at that time, the 
President said, 'Well, I like it so much, I'll 
send it as a cable. • 

Yeah. 

Well , the thing that was crowding IDe on this 
t hing is General Somervell. 

I know. Now, he -- I believe 1f you'll ~ut this 
sort of a proposi t1on up •.. . 

Yeah. 

.•.• you see, t hat makes them feel like that 
something might be done. 

Yeah. 

And that cushions t he thing for a -- two or thr ee 
mon ths or so. 

Yeah. 

And keeps them 1n better spirits. And then, 
our man would bs seeing there Just what could 
would be feasible in every way , and talking it 
out as be goes along over t here. That's what I 
there's an opportunity there to easr them along 
some in that way. 
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Well, I thi nk your suggestions are very inter esting 
and I read Ambassador-Gauss' oable •.. . 

Yeah . 

• • . . and I was quite shocked a t the way !~adam 
Chiang talked to him. 

Yeah. 
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I thoug)'lt tha t was pretty roueh ta1Jt . 

Ob, yes , they -- they - - they ' re l1ab1le to do tha t. 

And I thlnl< •. . . 

or course, you know t hat Soong 1a out. 

I gather he ' s "in the dog house" as we say. 

This tl~e he ' s out. 

Yeah. Did you have somebody 1n mi nd? 

No , I dldn ' t . I just -- 1 t ' e just the idea that 
I wan ted to feed out to you and the President • 
• 
Well. ... 

That s1tuet1on can can -- if we just stop 
them off as we ordinarily would, you unders ta nd , 
they -- t hat thing could -- he oou1d f eel mor e 
hopel ess end more hel~less . 

\'I ell , anything to tide t he si tua t1on .. . . 

Yeah. 

.. .. over, ! ' d be .g1ad to go along. Now, Gener al 
Somer vell was over here about a week ago and he 
wan t ed so~e hel p on the fi nancial fron t . 

Yee.h. 

And we reco~ended that t he beat man we llsd on 
strictly finances , was Taylor. I think your 
peopl e a r e faoiliar wi t h him. 

\~ell , 1<hy not have a fi nanci al man and then , maybe, 
an econoQic man . ..• 

Yeah . 

. . . . of outs t anding nature so that Shek and hi s 
crowd wil l real ize t h• t we a re givlng them s erious 
consi derati on i n ever y way. 

\iell •.. . 

Now, tha t mi ght be the cheanea t thi ng t ha t could be 
done t o nrevent wha t may ot herwise orove a s t eadily 
i nc r easing deter iora t ion in the dir ection of a 
collapse. 
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Well, I' d be c ore than glad to ei t down and work 
1t out with you. 

You told -- the only thing I ha d in mind was that 
you and t he President mi gh t talk lt over and it you 
thlnk well ot it, why t hen ... . 

~/ ell, if h e should ask me, I ' ll certainly give him 
your suggestion end say t hat I t hi nk ver y >Jell of 
it. 

Well , you ' d better presen t it yourself. 

Well .... 

Be wouldn 1 t think about asking you tor a sugE;eetion, 
would he? 

Uh .... 

Any more t han what you have given him. 

Uh •••• 

liell, anyhow, that ' e up to you and th e President. 
I Jus t ... . 

Well. .. . 

I haven 't mentioned it to him. 

Well, why don 1 t .... 

I was eicing to menti on 1t to bo th of you. 

Yeah. Well , I w1ah you would mention 1t to him. 

Well , you'll be seeing h1m before I do, probably. 

Maybe. 

And tha t -- this thing ie in real -- r eal haste, 
or course. 

Now, one other thing , so that you ' ll know everything 
that I've dOne on this thing. 

'!sah. 

I n talking with lUes Tully , when ahe said t hat the 
· President had done nothing, I said, 'Well, if he 

ween 1 t going to do anyth iny , would he release IDe to 
go ahead and take care of General Somervell 1 s neede 
ln Ch1na?11 
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Xeah. 

Because I d1dn' t think that General Somervell 
could be held u9 any longer. 

Xeah. 

So •... 

!low, that could be dealt with in connection with 
this other thing. Why don't you call up - - it 
you'll let me suggest •... 

Surely. 

•... on account or the haste or t he matter .. .• 

Xes. 

•.. why don' t you call ~lies Tully a nd g1 v e her a 
memorandum tor the President on this point that 
I have raised and tell him-- snd comment on it 
any way you see fit , or send him a memorandum. 
They are probably waiting -- he may be in bed, 
you know, for three or tour days yet. 

VI ell , what I'd better do is th.l. s, because I 
tallted to her and I Just called you -- and she 
sai d she was going to see him i n the next half 
hour. I'll call her right baok. 

Xes, t hat's a good thing . 

And tell her of my conversation ~ith you and of 
your suggestion. _ _ ---Xeah. 

And then, if t he President has done nothing, would 
he consider this suggest ion of yours which I go 
along with. 

Xes. Then we can ••. 

I'll get it to her in t he next five minutes . 

All right , Henry. 

Thank you. 

Bye. 
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H .~.JR: It ia all right - it would stall. I would 
auggeet that they aend a Treaaury man and a State man. 
Then we don't take all the responsibility. We won't 
have Acheson aaying it ia the Treasury'•-- · 

~ WHITE: They have a State Department man there. 
They will uae one there with the Traaaury man. 

H.K.JR: Of courae, that ia regul ar State Depart­
ment tactics. But I think ha i a right, tha t the thing 
can be stalled for a couple of montha, because if in a 
couple of months we get really going there--

(Kr. Friedman returns with the aemorandum from 
Dean Aoheaon.) 

KR. WHITE: Yea, well, that i a not difficult, be­
cause at the moat he can pay more dollara . He just 
doesn 't like to have it on the books that be has to 
pay ao much money. There are irritations. He baa 
plenty of money to pay for it . He Just doesn't like 
the idea of paying so much more there for building 
thinga than he doea here. !nd he i a justified in saying 
t hat t here are complaints of hie own men that they are 
getting gypped. But they can buy all the yuan they 
want to , ~but they have to pay the official rate, so it 
need not stop him from the operations . 

He ia making more of an obatacle out of thia thing 
from the point of view of the Arrq than need be. He 
can get al l the money he wants, but be just doean•t 
like to pay that much. I don't blame him. He is t17-
ing to get it for a more reasonable rate . Anybody who 
goea ia going to give a no anawer. We ought to know 
that to begin with. 

H.M.JR: He said to stall them for two or three 
months. I guess he was disturbed after reading Gauss' 
telegram, I mean the conversation they had. That 
was a rough telegram. 

WR. iHITE: Ria !earl do not aeea to be wholly in 
line with Adler's expreaaion of opinion. 
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H.M.JRz Look, 1uppo1lng Kr. Hull 1ay1, "I want 
to send somebody out. • They go out. They 1tall around 
for a oouple of aonthl; the war new• get• better; look• 
aa though - I mean, those Chine•• generals are getting 
restless. I mean, here you have--

lffi. YIHITB: The Chinese generala aren' t getting 
reatleu. It ia the Kuoaintang generala that are get­
ting restleaa. 

H.K. JR: I gathered it was the Communists . 

liR. vmiTE: No, the trouble ia from the Kuollintang. 

~.V. .JR: ~hat are they restless about? 

(The Secretary over White House phone:) 

Graoe? 

The reason I am calling you back ia t hat I called 
up Mr. Hull. I thought he ought to know that cab!e 
hadn't gone yet. He said, "Well, if it hasn' t I would 
like to make a suggest ion. " 

I don' t know Why he wants me to pass it on - he wants 
t o make the suggestion that the situation in China ia so 
serious - are you liakiJig notes? Well, would you llind? 

I wi!l be glad to l end you a pencil. Seriously -
he doean• t think thlt we should abruptly aay no to Chiang 
Kai-shek, and that soae important people be aent out on 
a mi11ion, who would osten1ibly make a study of their 
situation and sort of stall it for two or three aonths . 

I think it ia a good idea, and when you talk to 
the President you might tell him that I go along with 
Hull, but that whatever thi1 mi1sion i 1, they, of course, 
should be instructed ultimately to •ay no; that if they 
can take two or t hree months, why, fine . 

Than.k you. 

(End of conversation. ) 
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Go ahead. 

Gr ace. 

Yes, Hr. Secretary. 

January l, 1944 
11: 37 a. m. 

The reason I ' m call i ng you baok i s that I cal led 
up J.!r. Hull. I though t he ought to know tha t 
t ha t cable hadn ' t gone yet. 

Oh. 

And he said, well , 1t i t hadn ' t he'd 11~e to 
~e a sugges tion nnd -- I don ' t know ~hy , he 
wants me t o pa s s it on. 

Oh. 

That the s i tuati on in Chinn is eo serious . . .. 

Yes. 

... . that ar e you maki ng no t es? 

Am I taking no t es? No. 

Well, would you mi nd? 

Wait Jus t a mo~ent unti l I ge t something to t ake 
it on. 

I' ll be glad to lend you a 'enoil. 

(Pause ) 

The situation 1s eo serious •..• 

Serious that he doe an 1 t think that we should 
abruptly say, 1 No, • to Chi ang Ke.i- Shek. 

Yeah. 

And t ha t some importan t people be sent out on 
a mission .... 

Some what people? 

I mportant. 
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I mportant people. I see. 

Who would ostensibly make a study or their 
situation end sort or stall it tor two or 
three mon the. 

I see. 

And I th1 nk it 1 s a good idea. 

Yeah. 

And lf, when you talk to t he President, you 
mJ.ght tell him that I go along with Hull. 

All right. 

• But that whatever this misei on.is they, of course, 
should be instructed ultimately to say, •No.• 

Yes. 

But if t hey can take two or three mon ths, why fine . 

Fine. All ' right, I'll ~ass that along with your 
message. 

I thank you. 

All right, l·lr . Seore tary. 
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H.li . JR: Now, mat about the Kuomintang generals? 

MR. 'llrlTE: There has been a long fight going on 
for some t i111e between the reactionary and even Fasci st group 
of Kuolllintang, who want to take this opoortunity to 
crush the ~hineee because they are afrald, after the 
war, the Chinese will be too strong. 

They are not wholly supported in this by the group in 
the Kuomintang, who are not ".Leftiah," but who are • 
not as reactionary and wno are afraid that if they start 
so111ething now they wouldn't be able to finish it off success­
fully. Both grouis are apparently increasingly desirous of 
whittling away Chang Kai-shek's power, and his power i s 
diminishing vis-a-via the governors of certain of the illlpor­
tant provinces which he never had co111plete control over, but 
which he got a substantial measure of control over in 1940 
and ' 41. And he is losing some of that now. I believe 
that one of the reasons why he may want this large sum 
of money may be to buy off some of those generals . 

What do you think, Irving? 

MR. FRIEDIIAN: I think that il VOI"f likely. The 
other thing is to be able to demonstrate again tbat he 
is fully supported by the United States. 

H.M. JR: Like Adler aays, every so often they are 
able to pull a rabbit out of a hat in the way of five 
hundred mi llion dollars, or so111ething. He has got to 
do something. 

wt. V.l!ITE: But the threat to a unified approach 
against Japan does not come from the Nor thwest, but 
f rom t hi• Kuilllintang gr oup 11ho have been trying to 
inveigle hilll to deolare war on the other group several 
tilllea now. 

H.~.JR: Of course, the fact remains - I mean, how 
long will the Kuomintang group or any other group 
stand for this grafting family at the head of the 
Government? 
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Mk. ~HITE : They have stood it a long time. They 
are just as bad; they are woree. I don ' t think that 
is what bothers them. What bothers them is purely a 
struggle for power among the personal groups, and I 
don' t think the situation can be described in any other 
terms. But it bas become very rotten, politically. 
There is no group that really standa for betterment to 
China, that is at all powerful . 

H.M. JR: Well, we did a little busi nese this 
morning, anyway. 

UK. ~ITE : liere is that memo. He kept the original . 
(Memorandum from Mr. Acheson handed to the Secretary} 

The paragraphs referred to at'e here . 

H.M. JR: !.bat do I get out of t hi s? Where is the 
original? 

MR. WHITE: The original is for the President. 
Excuse me, this is the !ateat one. (Hand's Secretary 
a duplicate of Acheson 's letter) 

H.M.JR: Isn't there a letter covering it? 

Ilk. WHITE: No, he caJ.led me up and I told him to 
send it di~ct!y to you • ......-

H.ll.JR: 'Mlo would know abou t t uh - my office? 

WR. FRIEDUAN: I got it from your office. 

lo!R. WHITE: Then he may han sent another copy to 
your office. 

(The Secretary sends for Mrs. Vollugh. ) 

H.M. JR: ~hat is the n~ of the throat doctor? 

URS. UcHUGB: Uoffett . 

H.M.JR: y;s. (To ~bite) Have you seen this? 
(Referring to memorandum from Acheson} 
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I{R, \lliiTE: Not the one in your 1e ft hand, but the 
one in your right . The one in the left hand ia from 
rey ot i'ioe. 

Ml~. McHUGH : That is addressed to Mr. White • 
. 

WR. WHITE: Yes, but he is sup~~::d to have 
you another at the same time . Frie just got 
from ~ office as the quickest way. 

URS. UcHUGH: It hasn ' t come in . 

sent 
that 

H.U.JR: Can you tell me how else to ident ify tnis? 
~e a note. It is from Hull to the President - true 
copy signed by "B.E. " \\ho is that? .l true copy of the 
sired original, "B . E. " Can somebody here see that I 
ge a copy of t his? 

MR. "RITE: Yes, I told t hem to send you a copy 
because I said you r.ould get i t quickly that way. 

(The Secretary makes an appointment wi th Dr. Moffett 
for 12:30.) 

H.M.JR: That ia the Acheson viewpoint . 

l.!lt. 'WI'Jl : From what he eaid onr the phone, he 
repeated what he said here. 

HJ{.J R: Well, the troubl e is that I don ' t get in 
to see the President for a week. 

MR. ~ITE: I t hink it i a absurd to raise t his -
for the President to raise this issue with the British 
on the question of balanoea at this time . 

H.M.JR: I am trying to save the President. 

YR. VIHITE: Not only that, if they are ao concerned 
with the good rela tions, do they think this will promote 
good relations to have this diaouaaion on the balances? 
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MISS KISTLER: Promote good relat ions if we back 
down and don' t do what we intend to do. That ia what 
they hope. 

MR. TAYLOR: Good relations one way • . 

H. lo!. JR: We have got a good ally in General Strong. 

MR. ~E: It will be very interesting to see if 
he can do something on thia . 

H. IL. JR: He i s a tough gu;r, you know. 

~ WH ITE: If one isn' t in the foaition to t ackle 
t he Combined Food Board and aay, "Can t you buy i t here 
rather than t here?" - but he can. 

H.M.JR: Sure, he can aay it i a military. 

MR. \\HITE: You may have noted in this morning's 
paper the articl e on the removal of Fascists in Italy. 

H.M.JR: Yes •. 

M.R. \t!iiTE: No reason why they couldn't have done 
tbat six months ago. They say there is, but there 
really wasn• t . 

H. t.I .JR: I thought you meant on the A.rgentine yarn • 

.llli. llll!ITE: That is another matter. That was a 
shrewd move on thei r ~art, to introduce t he teaching of 
Catholicism there. W1th one stroke they get powerful 
support . 

(The Secret ary has a tel ephone conversation with 
1\.r . Leo Crowley 
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Hello. 

Hello. Go ahead. 

Leo? 

Yes . 

January l, 1944 
ll:~ a.m. 

I didn ' t - - Good morning and Happy New Year. 

Same t o you. Thank you. 

I d1dn 1 t get wor d f r oo Hull bef ore l unch or 
befor e sup?er but I got it after br eakfast this 
mor ni ng. 

Yeah. 

Have you hea.r d? 

No. 

38 

11el l , he sent ua a memora ndum -- a cooy of t he 
memorandum from the Presi dent , a nd itis two 
par agraphs. In t he f i rst part he says he goes 
along and then in the seoond, he• says - - this is 
addressed to t he President-- "If, in your Judgment 
i t still is -oracti cal and >.•1ae to a ttem-ot to hold 
British balancee t o a fi xed amount, I r e apectfully 
suggest that t hi s policy should be made clear to 
the British in order t o avoid possible friction 
and feeling of a serious natur e between t."le two 
Governments by reason of the grea t i moortance 
which they seem t o attach to the need for t he 
f ullest discu ssion of t heir l iabilities i n con­
nection with any possible policy of l i mitaticn 
o f t heir assests to a fixed amount. • Of course, 
I don't know any better way to i r r i tate the 
situati on than to br ing it to their attention, 
1t we i ntend t o go through with it. 

Natur all y , there ' s no doubt about t ha t. He 
he ' s juet scut tling the whole thing. Well , what 
do you t.~ink about thie? 

Well, I t hink this, tha t we have a postponed 
ap~intment 1 a nd I think tha t when t he Pr esident 
is- wel l , well a sk t or him and when t hey call me 
up, I' ~ goi ns to suggest t hat Hull be t here. 
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Yeah. But if Hull doesn't want to be there, i t 's 
all right with me. I think that the two of us 
ought to go over and see t he President toget her 
and we ought to be perfectly frank with him. You 
know f r om the Presidsnt's point of view, he ' s just 
sitt ing right on a keg of dynamite wi th this durn 
thing her e . And I' ll just get hell up on that Hill 
unless I get t his thina worked out acme way before 
these fellows get back here on January the 5th. 

Well , I l ike our memorandum and I' m ready to stand 
by it and I think we're doing t he President a 
kindness and to show it to the British 1n advance 
is what they've done for twelve months, and that 
way we've gotten nowhere and the British balances 
hav~ gone up hundreds or millions of dollars. 

Well , here-- here's-- I agree with that and I 
don ' t - - I'm perfectly willing to go right along 
with you and the memor andum the way we have 1t 
and not be worrying about trying to change t he 
memorandum 1n accordance with the views of the 
State Deoartment; because I don ' t think we ever 
can ge t men t o agree to a memorandum that will 
se t for th the facts the way we want t o do i t . 

\~ell, they don't suggest any changes other than 
that we discuss it first wi th the British. 

Well , I'm cer tainly not in favor of doing 
with the British because we'll never ge t anywhere 
then. 

I mean - - reading it ouiokly , he says - - uh - - he 
goes along with us . the only suggestion he makes 
is that we should show it to the British firet . 
I'll - - if Acheson doeen't do you the courtesy of 
sending you one, I 1ll ask White to send you over 
a co,y of t he one I -- I haven't go t one yet. 
lih1 t e bas one. 

Fine. \~ell , 1t: you ' ll do that when you ge t - - if 
he doesn ' t g i ve me one, I ' ll .... 

·.~ell , I'll . •.. 

••.• be gl ad to get a cony from . . .. 

•... have you one over before one o'clock. 
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Let's go ahead and cake our date with the 
Presiden t and ge t lt betore him. 

Right. 

Just as soon as you can -- soon as he gets his 
cold cl eared up. 

Oh, I ' m for lt , and lt Hull or hie Under Secretary 
or Assistant Secretary, it they don ' t want to be 
there, I'm through arguing . 

• 
It' s perfectly all right with me and I don't care 
whether they are there or not, juet between us. 

'fell , I'd rather have t hem t here. 

So would I, bu t if they don't want to coce, it's 
all rlght. 

Suite me. 

Fine. 

Thank you. 
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H.M. JR: Of courae, be muat be aore .. hell about 
that editorial tod41. Gent!amen, .that waa a lioioua 
editor i al. Wboo! Whoo! 

I wouldn't be surprised if it came out of the 
State Department, either, 

Well, I enjoyed this hour that we had, 

I(R , VIHITE: You didn't get on the French question. 

H.l!.JR: llo, I have got to atop now. 

41 
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January 1, 1~ 
4: 15p.m. 

42 II' 

Message for the Secretary, dictated by Gener al Strong 

over the tel ephone to Miss Edelin of the Under 

Secretary's Office : 

"Referring to conversation we had 
on the telephone this morning, it appears 
that the matter of the purchase of 75 
million bushels of wheat in the Argentine 
was considered by the Combined Food Board, 
who on November 1 directed that it be 
purchased from the Argentine. It is 
under stood that Dr. White of the Treasury 
and Mr . La Boicisse of State, concurred . 
There has been considerable discussion 
in the past t wo months in regard to 
availability of shipping and arrangements 
with the United Kingdom. The War Department 
is out of the picture entirely. I suggest 
that in view of financial and political 
considerations involved it might be well 
for either Treasury or State, or both , to 
ask the Combined Food Board on which both 
have representation , to reconsider the 
whole subject . 

(Signed) GEORGE B. STRO!IG" 
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JAit 1 19« 

Dear 11aa Caatlet 

nua 1a to aellnowlaqe reea1pt or 
ot Veoember 29, 194~ oonYeying .. e••6• 
Soong. I wo'lll4 appraeia ta your tor w,qC~ 
f ollowi ng au•a6e t o h 1at 

"Thank J01l tor JOur I ar• 
It 1a 11J dnoereet hope tha the 
ccaing J tl&r the alllta• ... ..,.Nil>lo.t will ao 
chauga •• to -a pou1'fo.~,ui, '~;~doc ol 
real an4 aubatant1a untry 1n 
ita t1ght aga1nat J• 

pa•' we will 
a trena theD1n6 

1abta tor the law Year. 

BllllrJ C llorge n theu, J'r', , 
• TreamrJ. • 

(lie ')a r .... ,..., -. a , 
Secr etary ot the Tr ea.urJ 

11•• I&DeeJ W, Caa tle , 
OU 1ee ot 1.1nh\er ta. 
Pore1gn Atta1r e, 

Republ1e ot Ch1na, 
1601 Y a•r eet, B. w., 
Waah1ngton, v.o. 

.»Y 
'lfDII/ISP/ e t a 12/}l/4} 

• . ... 
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Ql'riC£ 0" 

~•••~TI'R ,.OR ,.OAEION An"AIRS 11501 V STREET, N . W. 

WASHINGTON, D. C. 

~c001bor 29, l~H.Z 

!.\)' dear liT. Socret.arya 

in Chun&kiDG, askint that wo convoy tho tollowint 

~eaeage to you from h~t 

IHSHDIG YOU ! HIJ>PY AND VICTORIOUS NIM 

YEAR . riARIIEST REGARDS. 

Sincerely yo~r•. 

~';t.r~~o {:J ,<_ 
DR. T. V. SOONG 

Tho Honorable 

Henry Morgenthau , Jr., 

Seorotary of the Treaeury. 

-- -
I 
\ 
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FOREICN EOONOMIC ADMINISTRATION 
WASUNC'roN 25, D. C. 

l-.q 1, 1NI 

n .... ••••\&17 Mo.--~-... 

!llllalt J'01l YUJ -.all for J'01ll" le\\v of Deoo.ber 
:n, 19~ al>oa~ t!!e re~e lseov.~l're OrUr &4 pr•• 
ret .. ••· 

.&.\ ~be lHICSJudac of ~Ue lev T...-, I ...,,, ~.U 
, .... how -.all I IIPP ... oi&" \be opportuUt of !>&'riDe 
vor!IH - OOil\!Ja..SJIC \o work wi\!1 J01l. U bee beeD. & 

r e&l Jot. lb' olllt bope 1e th&\ eoae 4q \he public 
&tlltrllllJ will ltllov _, & ll'e&t ooa\ribv.UOD. J CI'Il h&Ye 
IU4e to tbe .,..,... of th• a&Uoa, 

.t.D4 aq the lev Tear briaa JO'O. the eucc .. e which 
,.,. eo Jut11 a. .. nt. 

11Dcere1J, 

loa. lelllT llorpD.t!lell, lr. 

!he lecre\&17 of the !rt&trarl 
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(JIIaetOI &lYa to liP. s.J.th 

ter , ... P'ook et trip) 
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1~1. 1 .... 

~- 1 .. ,. et II I ' 'P ' ... ~- 1 ' I 
,. etn .. , ..a 1 _. .. tiMII,....,.. ..... ,. .. ,_ .............................. ., ... ....... .. .... ., ... , .... , .......... , .. 
'"" ....... l - .. upto& .......... .. 
11•oalro of a _, .... _,.., =f laotlrlll 
..,.,..._, ..a .,.,.. .. olao ,a. .... wloMo 
tu ,., MliUT· 

la ...... ,.. .. - .......... , ...... 
.. '-· J ...... , "" all t.ol It will ~ 
~---- ftaal ... 1. 

-.. .. ~. 
Jla , ... a 7 ... 

14---... 1&1 ..... Olalll, 
Oltl• ., ... ' ........... . 
........... ftftll.....,, 
... . .. o . ..... 
o/o.......-, 
.. t.rll, ...... 
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-~ -·------

H!,..OQUARTI!R4 rii'I'H ARMY 

Oflu or tho Com~Mndl"t Gon.,.L 
A, P, 0, 1464 

BoD. H..al')' 1. llol'patllau 
8Mnt.z7 ot ~ Tn&IIIU7 
l~oa, D. o. 

. 
I aa eaoloeillc with tha mt. t.o pbo\o­

Jiftlll>e talooa oa ~ ocouioa ot 7f111r reoea\ 
widt to ~ rsn~o u.v. I hope ~t u.. 
will _... to ....U.S J"" ot ~ at.re.tillc 
u,. ....... w bOld ~ pl...,.... ot barlac JOOl 

1a ~ rsn~o •nv -· 
With IV' beet wieb .. tor ~ approacbiJw 

bollclqa, I aa 

~tJ.~. 
IWUl I, CLAI!l 

L1eut.II&Jlt a. ... ral, OSi, 
Cc "''DC• 
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UNITED STA~ SAVINGS BONDS 

SERIES F AND SERIES C 

TREASURY DEPARTMENT, 
Oma or THB S!x:BETAJtY, 

W.,.Ai11Qto.., ''""'""'I I , 1944. 

I. OFFERING OF UNITIW STATI!:S SAVINGS BONDS OF SERlE$ F AND SERIES G 

L The $ecretary of the 'l'reuury, purauant to the authority of the Second Liberty Bond Act, as 

ama>ded, ol!era for sale, to the people of the United States, through the Federal Raervt Banks, 

United States Savings Bondt of SeriM F and Series C, which m~ hereinafter he referred to aa bonds 

of Series F ahd Scries·G. Bonds of a new de&IJD, without change in tent)S, will he provided for iaaue 

hereunder In I'CJUI&r course without further notice aa etoeka of the prior bonds of Series F and Series 

C become exhauated. The &ale of bonds of Series F and Series G will continuo until terminated by the 

Seuetary of the Treuury. 

2. United States Savlnp Bonda of SeriM F and SeriM C include bonds or any dMirnatlon 

iaaued under tha circular aa originally publithed and amended, and those iuued under thla circular 

ao previously or as now revised. As their terms are identical, no diotinctlon !.a to he made between 

any bonds of Seriea F or Series G so iasued. 

1L DESCJtiPTION A.'<D TERJ118 OP BONDS 

1. Bonds of Series F and Series G will he iaaued only In registered form, In denominatlont of 

$25 (for Series F only), $100, $600, $1,000, $6,000 and $10,000 (maturity values), at pri- herein­

alter set forth. Each bond will hear the faulmUe oirnatu., of the Secretary of the Treasury, and 

will hear an Imprint in color (brown for Serlee F and blue for Seriea C) of the Sc!al of the Treasury. 

At the tlmo of iaau<>, on the face of each bond, the iaauing agent will iD&Crihe the name and addreoa of 

the owner and the name of the c:oowner or beneficiary, 1/ any, will enter the liaue date (which Ia the 

firat day of the m011th in which payment of the iaaue price a reoeh·ed by tho Treaaury or an authoriud 

iaouing agent), and will Imprint hl.a datinr otamp (to ohow the date the bond !.a aetually inaeribed) . 

Bonds of Sories F and Serleo C shall he valid only if duly inaeribed and dated, aa above provided, and 

delivered by an authorized agent followlnr rocelpt 9f payment therefor. 

2. The bonds of each aerioo win, In each Instance, be dated as of the flrst day of the month in 

wbich ~ent of the aaue prioe a received by an agent authoriud to l.aaue the bondt, which date 

is herein rtf erred to aa the woe date; the bonds will matu., and he ~able at faee valuo 12 years 

from ouch l.aaue date. The luue date ia the baal.a for determining the redemption or maturity period 

of the bond, and the date appearing in the l.aauing agent's 1tamp should not be eonfuaed therewith. 

The bonds of either oeriee may not he called for redemption by the Secretary of the Treasury prior 

l<l maturity, but they may be redeemed prior to maturity, aft<lr 6 months from the laaue date, at the 

owner's option, at fixed redemption value~. 

3. B....U of Series F will he iaaued on a daoount baal.a at 74 pen:ent of their maturity value. No 

int ..... t as ouch will he paid on the bondo, bet they will inereaaeln redemption value at the end of the 

flnt year from laoue date, and at the end of each su~lve h&Jf.year period thereafter until their 

maturity, when the face amount beeomeo payable. The increment in value will he payable only upon 

redemption of the bonds. A table of redemption valueo appeara on each bond. The purchase price 

or bonds of Serieo F haa been fixed eo u to al!ord an lnvettment yield of about 2.53 percent per 

annum compounded oemiannually If the beDda ue held to maturity; if the • ....,... exereiaet hl.a option 

l<l redeem a bond prior to maturity the inveotment yield will be leu. 

4. B....U of Series G will be aaned at par, and will bear lntereet at the rate of 2~ peroent per 

annum, ~able semiannually from iaaue date. Interest will be paid by cheek drawn to the order of 

the registered owner. lntere&t win ceaae at maturity, or, In caae of redemption before maturity, at 

the end of the lntereet period next preeeding the date of redemption. A table of redemption values 

appears on eath bond, and the diJfereDCO bttwem the face amount of the bond and the redemption 

t ~:r'N- 1 
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4 
F.,_ •I •nN'M»l--ln a,pply1nr for boDcY uoder this circular, cart aboold bt exrrdMd to 

,pldfj.,bethtr UIOIII of Se:r* Jl' or s-ri• C ...,.. cht:il'$l, and there mUll be tum'-bed: ( 1) 1~ 
"*"few rfP:iradoo of the bonda so bt 1aiH!d. whkbmldtbeincmeotthtautllorited forma (MIS.C. 

V) ; (2) oJMpootolllcoadd.-of 1M_, (I)- fordoih-.ryoflbobcnda;aad (4),1o­.r-otSerieOG. add- for ...Uiq ... ,._.- The,.. of on olllchl Oj)lll- fono Ia 
~belt oot -"'· Tbe a.,U..U.. .-ld bt f...........W to llM Foclenl-. Bonk. or 
~ o1 t.bt dUtrid. or co tbt ~ oi U.. Uatted: Stata,. ace~XDpaa5ed 1'17 ,....Ju...,. to CO'\'tf' 

... ..-prb (f74 for-b $100 f-......,., of hoods ot Soria F, or $100 for- 1100 f­

-tot-ofS.rbG). 
$. 1...- ,..vu- The Woe pnc. ot the ,.arioos ~Uoas of boedl ol sm. F Uld sm. C 

follow: SERIES F 

Dteomioadon (m&tu.rU;t value)- 126.00 $100 ~ 11,000 $6,000 $10,000 

laue (pu.rch.ue) Prt $18.60 $74 $3'10 f140 ~700 &7,-400 

SJlRI£5 G 

J)enom.inatlon (maturity v•lllut)- - - $100 ~ $1.000 $6.000 $10.000 

1awe (purcltuo) Prl~-- 1100 ~ $1.000 16.000 $10,000 

1\'. I.I.MITATIO~ ON UOLDtSGS 

1. '1"M amount of Untttd Stale~ Savi* Booda of Series F. or of &rift G, or &he oomblntd 
~te amount of both Mrl-. orl(inall.t LMued dW'In.r atiY on• t&ltndu ,.ar to IUIJ ont PtrtOn. 
i.ndi.Miil\8" thOM rtriat.ertclln the n.ame of that puaon ...,_, and thole 1't¢1:tert<lln the n•• of \hal 
pmiOD wi\b pother oamed .u ooowner, tbt. m.ar be bekl by tiLl.\. penon. ~ an1 one time ah•U not U:· 
-.1$100,000 (-prb): ,_, ._._, Tb&l&&"'boad&ofU... ____ .. 

ot~t Jan'Q.U71,1t«, mtamou.ot.Mid b7 a c:ommadal bulk hlmtll u~~tludtf'DM ba 
~ Q of 1M Boanl ot eo. ......... of 1M Fooknl a-<o- ohall DOt Ia &01-.­
UOO.OOO (....,.prioo) or 10 -Lof -uoan .. • _,,. u .-,. oo 1M bult:a boob u ot lho 
...,. ot 1M - ,...., <&II --~ nqaired .,. 1M ouporrlabl& aolhorilloa prior to 1M d&Lo of 
acquisitioa. of todl•vi:ap boodl. wh.kbn'w il '-; aftd ProritJ.fG /,_,'~'hal \lilt amont. ola.av. 
blcs ~or SttW f' &Dd St"-C orll'aall7 '-tel• or a:Rt:tJantW1' 1. lt.U. MW bra CIO"' rdal 

bW ...-.. wilh %1\ -· ~- o/1965-70. to be--~ Dt..,._ 
Dftlt Citect&r So. 721. &114 2:~ pwctDt. Tl'llloiUfl" Boada of 19156-69, to bt s..a.d andtt ~ 
.Dtpartment. CircuLar N'o. 180 • .UU DOt uceecl in the ~te $200,000 or 10 pe:reeot. of lht ..... 

IQCI ~ta of auch b&nlt u tbcwe deftned. wb.iehever il Leu. 
2. Any bondl acqutred on orlJinal IMue whlch create an txteM mun i.ln~Mdlattly bt lurrtD· 

dued for refUnd of Uwt IMUt pr1e' u provided i.n the l'fltllatiOI'IIIQ\'tm'lina..,v1nc• bond~. 

V, AIII"IIOQlZICD t'ORMS OP REG.l$'1'RATIOS 

I, Unit«' Slate. Savina• Donda of SeriN I'' and Seriee G may bo ...P•C.red onl)' II\ one of the 

followlna forma: 
(1) lo tho nt.met of n.aturt.l J)tftoiU (that. i,· lndhtiduala), whether adult.l or mloort. In ~lr 

O'fl'nrixbt,ufoUowt: (o) lnthenamtofOMpcrtem; (~) intheum•oft.wo (but.noimortthan 
b:o) J)UaOill ueoownel't: an<l (e) to \htDI.IDIOtone pcrtOll payabWon death to ont (but. oot. more 

lh&oODO) olhedMl.,.todpe,..... 
(2) lnlb' ._of aoloooi'I)OI'&tod or ~tod -.ID Ita owo rlab4 -pt lba~ !boy 

may DOt be ~ lD the n&m• of OCiffiDW'Cial Nob whkb are deftned for thit purpolt N thaN 
-.:......,.. depoolta: J>.o<-.-. 1hal-~·.....,.. oo or af..,. Jan....,.t. 
1944. maJ be ~ ta \bt IWM of a ~bad bavina aavinp dell(llitl to \he P\tftt ud 

-the-~-Nt fonll lo- IV berool. 
(I) In !be ..;...of a ftd1od&r7 (-wbonlbe ~'""""hold 1M_........., or ,..U.. 

nPIDJ aa .curitJ ror the ,...rOI"'MDCCe o(. dutyoroblis'atioa). ----· 
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a. Olf«t'a ..u.onud 14.,.,.,.,. a4 ontilr ,-eqvuU /fir ~-Tht otBoers aut.hor!Mcl to 
.,tJIIOY and oerd.ly ,.qutlta for PQ'MI:ftL of aavi.Dp boDd...,.. tuUy Itt forth tn tht rerull.tSone rov~ 
entilll•vinll bcmd&. and. lDc:I'IIIIM tKit art not limited \o ( 1) Vah:ed State~ JlC*\dMW'I uw1 otrtain 
_. poot-allldala or doll~..,,..,_, &ad (2) _.. (or dM!p&o.d ..,,..,..) ot all 

biiDb or t;ra.st C!Cifti.PUMilDcofliOr*ted Ia the Uat\.td Su.tea or ita OIPJI.bed tem&on.. bM::Iudlftl' 
~ atdol'l*tie braachel (wt'thta the Uaited Stac. or ita lD'ritoriea or Wulat ¥ '0111 and 

dlo(laftal:r-e),or atfo'"'-"....,._ All -'I--...... u-u..lad b)' ollldol aoal.lt 
tMre is aoe. or b:Y an lmpriAt. of u lllu.U.. .,_t', dati.Q stamp. 

6. ~----.......-tho-, .. ..,...... ............. .,. ......... ., tho 
.,.... ... u•o.d and "'tho -~~.m. o~~~oer. tho boad ........ ..-~a~ ....... ...-... Fod-
en~ Reeerft a...nk or Branch. or to \he TrtUUIJ' Otpa,rt:ment. Diviliol:l of 1..-. a..ad Cv,.oq, Met• 
cUJidite Wart. Chlet..I'O &4, 1111noll, a\. t.b• t'XPf'DM and rille: of IN owner. for t.M oWMI"'t pt'OWOo 

uon.. tM bond •hould bt forwarded by rqlltend mall. I! net praented in pe_I'IOD. 

G. ~NKtbUUw 01' d.eo.tA-In c ... of the diNbiHt;y of t.ho regiatued owt~er, or !.hot cMalh of \ht 
rtJriJtered owner not aurvl"od by " coowner or a dea:i¥Ottcd bet'leJ\ctaey, I.Mtruct.lona thould bt 
obtained rrorn a Yederal RNtrve Sank or Branc.b, or the Treasury Dtpartmen\. Olvltlon of Loan• 
a00 Currenc)', Merthandillt Mart, Ohlugo M, llllnola. be!Ot'6 the r«Ju~t for payment. l1 lixec:utocl. 

7. Mttltod o/ J)4V'"~t-1'he Ohly ~~.~tnclea authorb:etl to P*1 or redeem aavlnp bondl aro tho 
federal Rele-1'\'e Bankt and Dranchf6, and tbe Treutm:r of the United Sta\8. Payment In all eUl• 
will be ma~ by ehet-k drawn 1.0 the ordt.r of the regia~l'ed owner o.r oUter per10.- entitled to pt.)'• 

meat. and mailed to the &ddrtul'l\'ett ll'llht reQ.ue•:l for l)&yment. 

S. Portt.l Mf""-pt"*-P&ItW recSMl,pdcm at eu.rrent ttdemptioft nlue ot a bond of Serle~ P, 
of a dnlominaUon bJcW than W (mahtri\7 value), or of a boad of Serl• C. of a dtoomlnadocl 
ttichtr than StOO, ll prmnlttecl, but must. cornepood t.ou authorised deDcmlna.tiot~.. Ia cut of,.,-. 
tlal .-.p~~oa tho nmal'*r wiD bo roluo>od iD .. .-....-.u.atiou beariqlho- loooo 

Ow u the boad turra6trtd. 
VJIL g;aaES DCSIC~AnO~ 

1. Boocb ol Seri• P, -~ durlnr tiM t.aluldar ,_,. 19-14 are clelipahd sm. F-tt44, aod 
thole of s.en. CaN atmllatl7 ct.Jpated S.rt. G-tt«. a!'ld \hOM or either' .-riel •hkh mar be ** ia tubee(luent ale:Ddar y•n will t. ahni&artr dnWt&ted by liM tKW "-'""· P or C, fo(lowed 

by the FM.t of S..ue. 
IX. L()8'1', ITOI.rl'. OK OESTROY'CD 10~08 

1. If a bond of Serttl For Strl• CIa loil, tt.olen, or de5troYed. a dupliet.te may be lllutd on \he 
owner ru:rnllhin&" a dMcrlptlon of tAe bond and •tablilhirl$ it:llola. theft, or d .. lrutt:lon. 

2.. ln M)' c:aat of tht lo~ theft, or deatrudjon of a boftd of Seriet For S.rl• 0. l.he ownt:r 
abould ah·e immediate notlee to the Trta~o.tY Department.. Divia!Oft or Loana and Cu.mncy, Mer• 
c:handlte M11rt, ChM:uo 154, Jlllnola, brlenr atatlnsr tbe facta tt.nd giving a delc:rh'ltion of tht bond. On 
reoelpt ot Juch notlco. tulllnalruc:tlona tor procedure wiU be gi\'en the owner. 

a. A deaerlpt.lvt record of 011ch bol'ld of Scrlee f' or Series G held thoold be kept. by tht owntr. 
apart from the bonda,IO Lhat a tuU dNC-rlption of tho bocKk will be a\•lilabl,e If tht)' a.re loet, ato1tn, 
or destroyed. Th.t rooord for ted\ bond ahoold thow: U) the denonllnatlon: (2) the Mrial number 
(with ita prefix and 1Uftbc: letters): (I) lht in.crlption (nAIM OT nam•. ud addttea. on the race of 
the bood.): and (4) the lltue cl.att (month and yearolia&ud. 

J. QB.'(aAL PROVTSIO!'O.S 

1. All boada of-F &ad- G, '-<d paraowrt t41hla dmllar, lhallbo 10b.l«t lo tho 
...,.wsou ·-,_ thDt .. ""'"bJiho _......,. eltho -r-.ry t4 ....... u., .... -
Sa'iQas '8oD4a. "I'M ~t rtf'll)adoftl pwulftl' .aviD&~ boDd& a.re lll'l fonh Ea TNuur7 ~ 
,.,._, Cimolar No. NO, Flllh ltoYioloe. aa .-copioa of .rhlch ..., bo -lood oa appll-
a.tioa to the Trtuury O.,.rtmtDl or to &IU' Ftdfd) ~Bank or Brantb. __., 
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a. n.. s...-,. of tho Tmsurr ,_..._ t.b• rlaht ta rol<ct any applleoUoe lot'"""" 
of ellhtr S.S. For Series G, iD whole or lll put. ud to rtl'tue to iaue or permit to bt .._,. .... 
udotr urtaudll •vinp boodl ill u:J eaat or &1.1 d .. or dt.tlel of~ it he.._._. 11-. 
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REGULATIONS GOVERNING UNITED STATES SAVINGS BONDS 

TllEASURY DEPARTKENT, 
OmCI or nrt SICinMY. 
W&~Ah~J41WtM'I/1, tiU. 

To 0~'!18 OP U'NITIW STAftl S/.VTNG$ Boxtll, AN'O O'tli iiUI CoNCIItNID: 

Oeparlln4!nt Clrc.uln No. 680, FUdl Revbkm. cla\ed June 1, 1942. aa amended. I• hereby turt.ht r 

unet~de4 aa folloWI: 

1. s.dioo SIU to ..-dod by otrlkina out tho_.,...,,._ of 1M ftrot ~ IUI4 t...nlnr 
bllkv thereOf tht foUowtaa: 

"'Boo44 ot theM two .,._ m.t.1 abo be ~M taU.. nameaof ed'CIIC'i.arMI.. ~. por 1 tSon• 
...,datlolll or pu1Dtnhi.-. ueept that tbeJt mt.1 DOl be ~rediD the~ of ~laJ 
bonb,whlch.,...WDO<IIortiUs_U,_~ .. -do .... ,.,~.u-. 
Tb&t bonclt oriai.ultr iMuecl oa. 01' a.fU:r Juuary I, tt.U, mt.1 be rteitttr-ecl ill tM oame of a 
conuntrdaJ bank bav11'11 .. .,lnp depoai\.1 to the o:ttat ud. \Uidtr the cocc!itiou "' f011h ta 

Se<tlon31U (c) M<ool." 

2.. Section $15.15 (d) ll amanded to read u tollow. : 
"1n tho namo of AI'IY privato organlutlon, whethtT Incorporated or unlne!Orportt.ed (t• etPl 

that. bondl orlrlna l1y iaauocl prior to J nnuary t , 1944, mt¥ not be registered in the namo of " 
C!Ommt.relal bank 11 hereinbefore defined), ualnr In t!t.eh cue the C~illlep.J nJme of the orpnl· 
u.tion wtlthoul. mtnUon of uy omctr o.r mtmbe.r but m.aklrta reten~oce, if det:i.redw to a partSc.. 
ula.r bookkoepii\J' r.coouDL o.r fund (Dot a tnllt), ufollow•: 

(1) Jr. priv&\e corpo...Uoo.. fotlow'ed b)' tht wordt ... corporatJaa." for example: "'Sm.l\h 

ll.anuf.Kto.rlq Compu,r, 8 CIOI'l)Of'ation"; 
(!)All unt_,...tod .-tJoo. loci&O.dovdtou«lt!7,oraimilubocb',followtdby 

the worda '"llD ulDcwporaUd aac :·· ri• .. for ex:a~D.ple: "'T'be l..otUt aub, e. uDJBcor'pO....t.d 

-· 'n>o ..... "aa -tod-"tlon"ollooidnotbo_IO_I ..... 
tu.od, & putaerthlp or a bUiiMU c:oodllded undw a tradt name; 

(S) A putntrthip, con~ldend aa: 8ft eatl\7, to1)owtd by t.M wordl '"a pa.rtDH'Ih1l\ .. tor 

ex.arnp1e: •'$mh.b and Brown, a putnenhlp.'' 

a. Section816.9 (e) iaamendl!dtoreadufoUow•: 
"Seriet , and G-fGO,OOO (i.uue prlee) for tho clllfOdAr )•ear 1941, and $100,000 (ilaut 

prict) for ttt.ch cahmd.ar year thertafter, of olt.h.er 110tlet or of the eombined aa:artrate of both: 
Pr01114ec£. M.uftler, Thllt.u to bondaof tbMe .e:rlet ortrlna1l1 WuOO on or after lanua.ryt, 1944, 
tho amount held by a oomme:rclal bank bavinl' aavinp depoaitlu defined In Rqulatlon Q of \ht 
Board of ()o.•m>Orw ollho Feclersl _,... s...-oboll not In any--$100,000 (loouo 
prloe) or LID J)III'C«<L of tuclL u\'lnp depoeit.a ulbow'D OD lht ~~boob M of tM d.at. of t.bt 
_. rtOmt eallttatemeDt. required by the acrpl'f"''lttna authoritlet priM to tM data of eequl· 

lltlon .,_.. •vi--- .... " ... , ud ..--,....-.'!hat tho.__ .. ., .... 
lop boo4tof Strioo P IUI4 C ~ bnod oa or olloTIID""" I, 1944. held by I _,Qal 

bonll ~with~.,....., ~-of IM6-10, tobolooD<d-n.ouiT­
mmt Circular No. '721, aad2~ pen:eDl TnUurJ'Bondlof ttJ61-61.10beia'Dedulldtr~ 
DrpartrMnt Orular No. 780 ~~not acted la tht aanc•*" 1200.000 ore tea. pei'CIIOl of dM: 

aavin.p de))Oilt.l ol tudl bank u above ckftMd. wb.leb.vtt ~.e-..·• 

li.ENRY MiORGENTII.AU. Jr .. 
S-ecrdtU'V O/ t'-41 Trt~r'W· 

.... - .... -_ ...... ·-.... 
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;ro:;T SECRET 

NCYI' TO BE REIRANS!UT'"'EP 

OPTEL NO . l.t 

Information received up to 10 a . m. 1st January , 1944. 

1 . 'lAVAL 

~of Biscay, Five Ger man Officers and 57 ratings, 
survivors from the action on the 28th were picked up 
yesterday by one of H . !~. minesweepers . An S ,s, signals 
that she has 164 survivors on board , 

2 , j-IILITAR;i . 

Italy 

Eighth ArmY 
and Indian troops are 
"'inefields covered by 

In the coastal sector Canad~an 
making their IIBY slowly forward 
heavy machine-gun fire , 

oveJ 

Fifth Army, u.s , troops have captured three 
peal<s to the North of Acqua Fonda ta . Tho Commando r aid, 
in conjunction with an attack by Uritish troops across th& 
Garigliano, was successful . A bridge was destroyed and 
enemy in the area were engaged , 

) , ;Ill! OPERATIONS . 

1of1>stern Front 

)1st . 234 escorted For tresses and 58 liberators 
attacked an airfield at Cognac dropping 699 tons. 66 
escorted Liberators attacked another airfield East of 
Rocheiort dropp~ng 163 tons , 121 escorted Fortresses 
attacked ball- bearing uorks in the Paris area dropping 
324 tons , Results in all cases reported fair to good , 
Enemy casualties reported: by Bombers 17 . 11 ,4, by 
F~ghters 11 . ) . 1

1 
our losses 29 Boobers and 12 Fighters , 

273 oscorted :leaium and Light Bombers with 117 Fighters 
effectively attacked m~litary construct1ons in the Pas 
de Calais , Enemy casualties 6 .1 .0, ours two Flghters 
r.~issing , 

·······~··~ ·· · · ~~···· 
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NOT TO BE RB-TT!A!!§'liTTEI> 

COPY 110, _i.1tt! 
BRITISH HOST SECRET 
U.S. SEC!!l;jl' 

OFTEL No , 2 

Ini'ormation received up to 10 a , ,n, 1 2n~ :·~n·•~,·y , 1944 , 

1 . li.AY..A1 

A convoy of 21 ships from North RUSbU has a"rived in 
Hoce flaters , On 29th/30th, u.s . light craft dumag9!l a trawlo: 
and pr obably t orpedoed a stationary ship in the GUJ..lo OF as·;a., 
A schooner was damaged and driven ashor e by 2 of H. U. Destrc · 
y~rs in the ADRIATIC. On 31st one of 1!. &. lt1nesweepers was 
1!!l.ned and sunk and a tank landing ship was damaged on passaga 
from MADDALENA to BASTIA. Thera wer e 47 survivors. 

2, !liLITARY 

made 
beat 

Weather conditi ons have deteriorated rapidly , 

~. To noon 1st, Canadian troops on ALHIA1'IC coast 
some advance agai nst strong opposition and subsequently 
off a heavy count er - attack, They also took S, TO ruASO, 

~USSIA. Russians have r ecaptured large number of 
localit as on southern flank of KIEV Saliont1 including towns 
15 miles to the south and southwest of ~ATlN and 20 miles 
southwest of aYELAYA TSERKOV, 

3, AIR OPBJlATIONS 

~fmTER!I fROliT.. 1st, 44 light and fighter bombers ant'. 
8 fighters at t acked military constructions in PAS DE c .. LAIS. 
Typhoon bombers damaged a mrchantman off bOULOGNE. 1st/2nd . 
Aireraft despatched - BERLIN 421 1 HA1!BU!lG 1 IIITTE!< , LUIS!lURG 
and COLOGNE total of 34 t~squitoas military cons t ructions 
near CHERBOURG 4 , Intruders 2 , Lee h ats 14 , B.!:RLIII - preliml ru. r 
r• port , Complete cloud over obj ective , 28 aircraft aissing, 

~. 30th, 192 escorted heavy and medium bombers 
attackecrre:Ilway communications in northern ar,d central !TRY 
at PADUA and RII.ll NI attacked by Fortr esses , Exc,;llent r e-
sults are r eported, . 

XUGOSLAVIA . 30th, Med1um bombers dropped 39 tons on 
ZARA ~atonating about 75 mines on the quay, 

~. 31st . Spitfires intercepted about 30 ene~ 
boQbars and f i ghters nea r ~~AB and scor ed 8 1 3 1 7• 
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GR>UP 

Present: Mr. Bel! 
IU. Haas 
llr. Gwle 
llr. Blough 
Mr. Thompson 
Wr. Paul 
Wr. ::aith 
Wr. Gaston 
llr.Su!liTan 
ilr. White 

J lllUaJ7 31 19« 
9 :SO a.m. 

H.K.JR: John, I asked Cliff Mack to case oYer . 
This personal and confidential Letter from the Pre1ident 
of JohDeHopkins - it is the darnedeet letter I have 
eYer eeen - in which he starte out claiming Procurement i t 
pl~ing pc!itict with shop material• of NY!, that the 
onl7 State• that can get it are New Hampshire and Vermont. 

KR. SUU.IVAN: I wilh the bo71 would let me in on the 
glllle. 

H.K. JR: It sa7e that of cour•• he can' t substantiate 
&n1 of the l'U.IIlOrs, an<l tileD asks me if I wouldn't throw 
a little business to Mar7land. 

~ BELLI That make• three Stat••· 

H.ll. JR: lie underatood that we, here, are opposed to 
GoTernor O' Conor of Baltimore. That ie froa the Preaident 
of John• Hopkin•. · 

Uter I read that, I wondered who had written hie 
bocll:e for hia. Rere it lllli.ah &o.an, eupposed to be a 
echolar. It ia one of the atupideat letter• I haTe gotten 
in ten 1•ara. 

56 ... , 
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MK. PAUL: Is that the Uni?ereity? 

H.M. JR: Johns Hopkina. 

WR. SULLIVAN: Did you give the eubatance of thia to 
Cliff? 

H.M. JR: Yea, he ie coming o?er. 

UR. SULLIVAN: 'lie han eeveral plane readT tor your 
appronl. 
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H. W. JR: I waa interested in New Hampshire and Veraont. 
\1l,y not lla.ine? 

I4R. SULLIVAN: Why not let me know about New Hampshire? 

MR. GASTON: .The boys are giving you a little help on 
the aide. 

MR. SULLIVAN: I would kind of l ike to know about it. 

H.M.JR: Anyway, at different timea we in the Treasury 
ha?e talked about White Papera, and hiatory, and ao forth -
and the State Department geta out a lot . Here are two 
exceptionally good jobs that I have received recently: 
One it "Report ot the CoJB&Ddi ng General of the .Al'IIY Air 
Force" going back to the laat three yeara; it ia a beautiful 
job. Here ia another one, "Report on War Financing -
bucheea County." I juat wondered, Fred, it we couldn't 
get somebody - there ia quite a difference, but they are 
awfully gooa - who could do, tor inetance, starting with the 
first Savings Bond, down t o date, and than take some 
other thinga around you - the f inancing of tbe war. Here 
General Arnold gets out this report - popular stuff, It ia 
beautitu!!y done. Whoever did thia job - I imagine it ia 
the ~ditor of the Poughkeepeie papera because the whole 
get-up - I mean, certainly we didn't pay tor that. Ha?e 
you ever aeen that? 

MR. GAMBLE: No, I have not seen it. 
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H.M.JR: .It ie a beautifulJob. Fred, will you think 
about it? Harry lohite has ta . .Lk to me about thia a number 
of times. There are other things that oould be done, but 
I wae thinking ae good a one aa &D1 would be the financing 
of the war, starting wi th the firet Sa~inge bonde, 

KR. SMITH: That would be the beet one, 

H.M.JR: You think about it. 

Pau.L, fOU mentioned juet aa you were !ea~ng yeeter­
day - you intrigued me - that you were going to go up and 
do some particu.Larly dirty work on the Bill at tan- thirty. 

MR. PAUL: Vlnaon has a scheme for producing a paycho­
.Logical effect, ae he ca!le it, by flashing in a bill to 
reetrict profit. to a certaln percent of grou ealee. It 
is a bi.Ll along the old Vinaon-Tra.ael linea . He doesn't 
want it passed, but he wants to acare the people who are 
for elllllinating renegotiation by saying, "Gentleman, thla 
ia the worst thing that rou will get if you are not care­
ful . " We han drawn a b1ll for them. 

KR. BLOI:!GH: Thia ia CongreuiiAD Vinsoo? 

KR. PAUL: Yea , and we expect to haTe a little tactioa 
conference this morning. I ha~e told Patteraon about it . 

H.M. JR: You didn't tell ae, 

YR. PAUL: I didn't ha~e a chance. I told you yeater­
day, which waa the first c:hanoe I had, 

H. V..JR: You didn' t talk with anybody else around here 
about it? 

KR. P.WL: Tu, I talked to Joe and Roy, I gueaa. 
We.U, your ahop d!d the bill. 

lffi. BLOUGH: I knew about it. 

Regraded Unclassified



-' -
H.V..JR: That ia a prett7 riekJ pieoe of bueineaa, 

MR. SULLIVANt He waa a hundred percent for restora­
tion of the Vinaon~el !ct in September '41, and waa 
very aore at me because I wouldn't draft a bill for hia. 

Wk. PAUL: I don't eee how we can refuae to draft a 
bill for him aa a aerTice, eTtn if we don't agree with the 
bill. 

H, U.JR: Well, on a thing like that, I think it i e 
illportant enough th.at I would like t o be consulted, 
Randolph. 
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lLH. P!UL: .Ul right, but 1t onl7 came up nry recent17. 
It oame up while 7ou were awar. 

H.M. JR: Yea, but I waa on the phone every morning 
from a half hour to an hour. Well, I mean, it waa hil 
idea - hie ooming to ue? 

MR. PAUL: He came to us. He came to ua about ten 
days ago. ~ haven't ret had a conference. we were 
auppoaed to have one laat week, but didn't aanage to get 
together. 

H.!!. JR: What do 7ou think, Dan? 

»R. BELL: I agree. I th.ink when things like that cou 
up there ought to be a conference. I think the aame thing 
waa aaid 7eaterd17 in that meeting, in McConnell'• corner, 
that we ought to get together around here and aee what 
the other people in the Treuuey think about it. I think 
it should bt done on all theaa fraote. 

YR. P!UL: Well, I will juat atnd him the bill I have. 

MU. BKLL: I aa not ao aure we are under anr obliga• 
t ion to draft a bill for a Congreasaan juat because he 
wante it. I think we are inclined to get into diffloult7. 
11hen JOU draft a bill you have a hard ti11111 dodging reapon­
sibi.l.it7 for i t. 
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MR. PAUL: It has been our polie;y right along to draft 
billa in t he tax field. We draft not only billa but memo­
randa aa a aerYioe to Congreaa. 

lLR. BELL: I am not ao aure it ian' t againat the 
President's order, that you are not ruppoaed to communi­
cate in any way with the Chairaan of the Committee without 
first going through the Budget to see whether or not i t 
is in line ~th the President'• program. 

J,lk. PJIJL: V.eH, if you are going to hue a meeting 
on eYery one of theae things, ;you are going to spend all 
your time in meetings. 

H.M .JR: All r ight , handolih, but ;you haYe a way of 
going off on a tangent and not etting anybody know any­
thing. I mean, ~ell ia here, aa Aeting Secretary. I am 
on the phone nery morning. And then aaaetbing goes wrong 
and I aa hauled up and Doughten, or somebod;y, gets sore 
at me. 

llR. PAUL: 1 bann•t seen anything that baa gone wron·g 
on any of my tangents. 

H.~.JR: Well, here I waa told that thia renegotiation 
thing waa practioul;y licked. You certainly--

14R. PAUL: I don• t .know where the term "practically 
licked" was used; nothing is eTer practioall7 licked until 
it ia all oTer with, with a man like George againat ;you. 

HJ£.JR: So I took the initiatiTe on the thing and 
called up Patterson and got that meeting called OTer at 
B,rnea•. I mean, I haTe oertainl7 taken a lot of time and 
trouble on the thing. When aomething like thia happena, 
I would like to be oonaulted. 

llR. PAUL: Well, I didn't think it was aa illlportant 
a matter aa that. I mean, it ia just one littl e se~nt. 

H.M.JR: Well now, Randolph, look; we are all of age. 
It isn 't just a little segment of the thing, if the thin& 
goes wrong. 
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lffi. PAUL: I can sit do111 for an hour with you and talk 
wi th you about all the thing• that are going on on the re­
negotiation f r ont any t ime you want. 

H. V. .JR: Wh1 shouldn ' t you aek t o eee me? Why do I 
have--

UR. PAUL: Becauae you are very buay and I don't like 
to bother you all the time about thing• that don't seem 
to me to be--

H.M. JR; Wben I stepped into tbia thing, certainly 
you or aomebody around tpe Trea1ury told me the thing was 
practi cally f inished. 

l.!R. PADL; I don ' t think we n er meant to coony 
that impreni on. 

H.M.JR: That ia what I got from you. George ia right; 
I don' t know anything about it, if my own people won ' t t ell 
me. 

MR. PAUL: I have been only t oo anxi ous t o te!l you 
more, but your time is very limited and t hese are very 
complicated quest ions . 

H.Y. JR: We!l , t he only way I oan find out - if you 
will eeek me out, then if I donlt want to see you, that 
h something elae again. I am ready any tae 4 ~ulci like 
to know what i a going on. lib& t do you think, Her bert? 

MR. G.tST\lf ; About introducing this bill 'l 

H. M. JR: Yea, 

WR. PAUL: Vinson introduced it. You know t hat, 

UR, GASTON: I think it may have • good effect for 
Vinson t o int roduce the bl~l . 

ltR. PAUL: That wu my judpeot, anyway - whatever 
we do--
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LOt. GiS'roN : If it cuta 1011 enough - I just don 't 
know - what ia he figuri ng on, ai x percentY 

MR. PAUL: We!l, he is figuring on a different rate, 
a varied rate, as l011 aa two percent after taxes. 

MR. GASTON: I would hate to see Congress grab it 
in place o£ renegotiation. 

H.11. JR: Does anybody want to u preaa an opinion? 
Roy? 

~Art. BLOUGh : 'ie l.l , I don ' t tmow aa 1 was iD tbe office 
when the thing started, and it went di rectly from Randolph 
to one of my people . When I aaw it, ~ reaction waa this, 
that we must be very careful with Vinson, ao that when 
he ia run into a corner he doean• t say, ~ell, this thing, 
after all, was worked out in the Treaaury. • 

Now, aside from that, if we can protect ourselves 
on that front, I don't aee any harm in it . But I do see 
harm in i t if, when Vinson i a run into a corner on it, he 
says, "WeJ.l , the Treasury worked thia out;'and even though 
we aay we are not supporti ng i t, atiJ.l, if he saya that the 
Treasury worked it out, we are caught, 

Now, il we can keep him from doing that, I don ' t see 
any damage . 

H. ls. JR: You know when an.ybody geh in a tight place 
he aJ.ways will b.Lame us or s omebody ehe. It is always 
that way. 

UR. GASTON : He should take entire r esponsibi lity for 
it , that ia aure. 

H.'IL.JR: \'/ell, Herbert, he won 't; you lmow that, 
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Mil. PAUL:' Well then, we better decide on a policy for 
no t only this item, but all other items . And they come 
up agai n and again whan people ask you t o do t hings without 
any enfor cement but aa a technical job. That ia what he 
bas asked us to do. 

I. 
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H.M.JR: Wul, I think you better. There is a need to 
talk these things over and get the ju~ent of whatever 
the group ia worth. John, do you want to aq anything? 
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IUl. SULLIVAN : We.U, I don't know. I haven't aeen 
Vinson for over two ;rears. I do know that back in September 
of ' 41 he was sincerely for this sort of thing, not aa a 
move to stop something else, but because he thought it bad 
merit in and of itse!f. I don ' t know whether he still feel• 
tnat way or not, Randolph. 

MR. PAUL: No, he doean•t. He has been converted to 
the renegoti at ion statute, and nobod;r defended it more 
vigorously than he did before the Wa;ra and Means Committee . 
But he thi nks one way to help beat it is to threaten wi th 
this other old t;rpe of limitation. 

•• 

Now, I take it he baa a perfect right to do that, and 
he will call on us for technical assistance. Row, what la the 
answer? Do ;you want me to say, "I can't give it to you,• or 
do you want me to say, "Here it ia"? 

H.M.JR: I don't know how much involved you are . 

IIR. PADL: I am net so involved that I can't aa;r, " I 
can't give it to you ; the Secretary order• me not to. 

H.M.JR: That 110uld be a big help: 

liR. G.lSTON: ll1 judgment ..ould be--

}(!( , !'AULa Well, I had &aiUIIed that our policy has 
been right along that way. lt haa been. 1 have done it 
countle1a timea. We have done it in the tax field. Soae­
body who doesn't &free with Ul - the whole tax bill ia 
drawn - we anht n drawing the whole tax bill, including 
the proviaiona we diaagree with. 

Jffi. BELL: Do we draft the bill, or help out the 
Drafting Committee? 
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UR. PAUL: We help out Gerr7 Korgan ' a ataf!, which 
couldn' t do it without us. ADd we do i t wi t h the idea 
that we keep a lot o! bad things, or mist akes, !rom creep­
ing into it. But we don 't agree with it. It has been 
polic7 for 7eara to do that. 

Whenever a particular member, be he Republican or 
Democrat , or whatever he i a, aska for a certain provision, 
or aska for help, or for an economic report; that ia the 
onl{ wa7, in mf opinion, 7ou can keep an7 relationships 
up oere. 

We have a regular paragraph that goea into the trans­
mittal letter that thi1 dote not express an7 views of the 
Treuuq. 

KR. GASTON: Should there be ant transmittal letter? 
M7 jud~ent would be just t o hand i t to him with the di•­
tinct underatanding. 
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1411. PAUL: Then 'fOU are up against just what Ro7 said -
but we have got a record t hat it ia not our polic'f. 

KR. BELL: It aeeu to me it ought to be, in the first 
instance, the reaponaibilit7 of the Drafting Committee 
on the Hill. Tbe7 have Drafting Committeea, and it ought 
to be t heir responaibillt7. I! the7 want to consult the 
Trsasur7 iD!oraal17 about technical provisions, t hen that 
should be peraitted. 

IIR, B.LaJGH: Has tbil been drafted aa a bill or just 
infol'lll&tive? 

MR. PAUL: The impor tant section is drafted aa a bill, 
not the whole bill, but just the technical language of that 
section. I can avoid the issue, par tl7 this wa7: I can 
tell them I can ' t go up,and have Gordon Keith go up and put 
it on a purel7 technical level . 

H.M.JR: Who is be? 
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YR. BLOUGH: He is in ~ shop - a Te~ able fellow. 
That would haTe emae adTantagee in that it would keep it to 
a strictly technical leTel in the Treaaurr. 

H,\1 , JR: I think that .would be the beet wq to do it. 
I &m ready at any time that you are to talk about what 
you are doin~, or what you propose to do with regard to 
this renegot1ation of contraot1. 

YR. PAUL: WheneTer you haTe a free time . 

H.!l.JR: I will make free time . All of ua here are 
t~ing to help. 1 don't k.Dcnr whether you are keeping any­
body in the rooa here posted--

~R. GASTON: Joe O'Connell told me that Vinson - i t 
was either Joe or you, I think i t was Joe O'Connell - told 
me about ten days ago that Vinson was proposing thia tactic 
of introducing a bill. 

H.M.JR: I can meet at ten-thirty. Who is interested 
in this? 

l41t. SULLIVAN : I &m. 

H .~.JR: Who elseY 

JIR. PAUL: Joe O' Connell and Roy. 

UR. BELL: I suppose I ought to be in, in case act ing 
at any t ime comes up. 

MR. BLOUGH: Yes, I will break another appointment. 

H.!l. JR: Who is t he man at the bead? 

},{P. BLOUGH: Surrey. 

~R. PAUL: He ia pretty muoh in it. 

B.Y.JR: I would like Surrey on i t. 
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YR. BLOUGH: You aee, this hasn't been worked eo much 
through the Tax Section aa it haa through Joe O' Conne!l. 
He haa been spearheading it. It baa enough relationship 
to our buaineaa. 
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l~ PAUL: Surre1 baa maintained hie interest through­
out, and ie one of the beat infonaed. 

H.U.JR: One other thinf - I ha~e taken up eo much 
t ime - I ha~e talked wi th S. th about getting a statament 
for me on uterial together. I think he has talked with 
70u (Blough) about trying t o ahow wlll it i a going to be so 
difficult on the 15th of Karch to pa1 one' taxes. lhat 
progreaa are 7ou making? 

ILR. BLOUGH: Ia that the one you--

MR. SMITH: That ia right - the one we recommended. 
That was the original order. 

~ BLOUGH: That ia a different animal. That ia what 
the Treaaur1 baa in t he past recommended to Congresa on 
simplification. 

UR. aiiTH: I thought that waa what TOU asked me for 
over the phone - our own reco111111endation. 

H.Y. JR: What I would like to get ia, ae the bill 
standa now, I think about the beat - what would a person 
han to do on the 15th of Karch? Give me an example. 
And what would the aituation ha~ been if the Congreaa had 
aooepted tha Treaaur1' a reoomendatiooaf I would like to 
ha~e that awfu!lT aoon. I would like to sit down with Paul 
and whome~er e!ae ia interested, and go o~er it and aee 
whether I should make auch a statement. 

YR. BLOUGH: 18 can get {ou that tod11, air. That waa 
not what I unders tood 7ou wan ea. 

ILR. SHTH: That ia what I understood. I thought we 
wanted a round-up of our reoommendationa. 
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H.M.JR: No, what I am trying to do is, I want t o ehow 
that if thia thing tt&Ta with Congreaa ~d not tha Treaaury, 
I want to baTe the people mad at the r1ibt peri on. •Tbia 
is rq auggution. Now if anybody baa a !ietter one, all 
r ight . • 

"Now, if you take the Treasury' s plan, here is the 
way you do it on the 15th of Karch; now, with the Congreaa ' 
plan, hera i s what you do. Now, there i a ati!l time to 
chauga it if you think the Treaaury is r ight ,• 

WR. BLOUGH: The difference between the two will be 
substantial, but the job t hat will be left t o the 
taxpayer will a till be so great that I don't know that an1bod;y 
will get a great deal of benefit out of it. 

H.M. JR: W.ll , let•a take a look at i t, will 7ou, 
pleaaa'l 

O.K. , I haTe got f i Te mlnutea to go. Doee anybody 
have anything? 

Mrt , BELL: I want to t ell you that we haTe been over 
the first draft of the Budget Weeaage submitted to ua, and 
Ro7 Blough and I bad cooferenoea with Cola and Weldon Jonea 
Frida;y eveninf after various people in the Treaaur,r had 
submitted t he r or itioi ama of it. The;y accepted a good 
man1 of our su~gestiona , but c1earl1 there i e an iaaue on 
the foroed ean~ I told thea I didn'·t think that Harold 
ought to go to the President on t hat subject un1esa ;you were 
along, if we couldn ' t come ~o some agreeme~t befo:e he went 
to the Pnaident . llut we d1dn' t make any apresSlon, I am 
sure, on the Budget people on that subj ect. 

We are auppoaed to have another draft toda~ and we 
dJ.l aee then what they have done with it. 

B~ .JR: Well, if the1 don ' t, I tell ;you what I wi sh 
you would do:· \ r ite a l et t er fo r me to the President and 
make i t iuet as atrong aa poaaib!e. I doo ' t care how toU&h 
you put t, but present the at titude that I am damned sioi 
&Dd t.i red. 
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We have gone through three loans; we have made a 
success of the thin~, end ao forth and so on, I should 
t l ink it is about ttme the Bureau of the Budget should quit 
trying to cut the ground out from under our ?eet. Here I 
am on the en of the Fourth \'tar Loan and I need all the 
backing I can ~et from the President down. I em sick end 
tired of fight1ng this thing, and I am· perfeotly willing t o 
say tl~t I ea not going to go into a Fourth War Loan unless 
t his t hing is settled. 
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KR. iHITE: I think you have a new argument you can 
use, that was used with leaa effectiveness before, and that 
is, whatever merita there may have been for forced loan -
end you know that I have been for it - have ceased to have 
much significance at this stage of the game . There is only 
another year or so of loans, and before you could get a law 
passed, and before it would be effective, I thin~ it is a 
little short of almost ridiculous, at this stage of the war, 
to shift over to forced loans. 

I think the argument that you are interfering with 
your Fourth '.toar Loan has this difficulty, that you are 
alwaya either r ight before a loan or always behind and 
that it ia not too effective, because every time you have 
rai sed that issue, and they are in the ~osition of saying, 
~an we never raise this iasu.r' I think 1n addition to 
the usual arguments which you had against forced loans, 
that you may want to repeat - but the more trenchant argu­
ment, to me, seems that it couldn't be effective before 
July 1, I presume, if not later, and to adopt forced war 
loan in this, the fourth year of the war, with probably 
another year t o go--

li.R. BLOUGH: If I could indicate, or Dan, their prin­
ciple argument, and our prl.noipal objection, it Dtht help 
in this connection. Their principal argument was they want 
the President to have the firmest fiscal policy recommenda· 
tions that they oao. And they say that the President will 
say to Congress, "I want taxes; that is the thing I asked 
for; that ia the thing I want firat . But if you aren't 
going to get me that, then I want to be supported with 
theae non-ne~otiable loans that will be paid back in 
instalments. 
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Our anawer to that was that, quite aside from the 
usual argument on forced loana, in which there ia a 
differen.oe of opinion, that at tbil t i me you bne ao nr1 
l ittle chance of getting anywhere with it at all in Con­
gress, that you are sim~l1 risking a lot of adverse effect 
on the method of financ1ng you are now uaing, and have 
ver1 little c~nce of getting the forced loans that are 
asked for; and that so far aa the leglalatlve aituat ion 
is concerned, even for a person who believes in forced 
loana, it isn't wort h the effort at this ttae. 

. I mean, from the point of view of the public interest, 
it wouldn't be desirable. 

H.ll.JR: ihCIII do 1ou argue with? 

J.lR. BLOUGH: Colm and Weldon Jones. 
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MR. BELL: We underatood that the7 had di scussed thia 
policy end of the Budget Veasage wi th Harold and Wa'fDe Co1, 
and they decided to go out on thia limb again. It baa 
not been diecussed, I understund, with the President . So 
the'f don't know how he atanda on it. 

No, I wouldn't call up Harold at thia t ime. I think I 
would wait until I saw the mea1age today and f ind out if 
the1 han cihcuaaed it with Harold. 

Wt. BLOUGH: Tbe'f are sending a new draft over. 

HJi.JR: Anyway, I would like to have a letter, a 
very at rong letter. I am aiok and t i red. It i a bard . 
enough around here without the bureau of the Budget trytng 
to out the ground out traa under 'fOU. 

WR. lUITE: I don ' t like that tone, Kr . Secretary, 
because I think they have a right to aet their views forth. 
I think you have to meet them on cogent argumenta. I 
don't think they are trying to undermine you, Vr. Secr etary. 

H.M.JR: Oh, Harr'f, God daan i t! The Preaident of the 
Uni ted Statea, three tiaea, baa cut it out of hia budget. 

,. 
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I have in my own shop. The President decided three timea 
againet it . Two, or three Budget WeseageaV 

MR. BELL: ~o, anyhow. 

H.». JR: I mean, how often doea he have to aay some­
thing before people who work for him aay, "All right •v 

lffi. 'ftliiTE: I thin.k they han a responsibility of 
saying what they think ia right and not impugning their 
good faith. 

IIR. BELL: I think what you ought to do ia ju.st aee 
t hat you get an opportunity to talk to the President before 
he puta thia in the.Budget llessage . 

MR. GAMBLE: ill this trouble we have had has come 
from the Bureau of the Budget from a gentleman by the name 
of Mills, who started this investigation of the Western 
Newspaper Unions - Procurement, Treasury - lined up with 
the Office of War Information, Scripps- Howard papers, and 
carried on thia vicious att&ok. · 

IIR. WHITE : A vicious attack or an investigationV 

Mlt. G.A!.!BLE: It ia both. 

llit. l'iliiTi: Well , after all, I am not going to defend 
the general attitude, but I t hink on the forced savings, 
i t ia not necessary to indict them tor that. They have a 
responsibility to the Presi dent in making their recommenda­
t ions. They make them, and I think they have to be met 
with good arguments. I t hink you have the~ Why resort 
t o the otherV 

14R. PAUL: I agree . 

MJt. GASTON: I don ' t think they should have any 
responsibility for making tax and f i scal recommendation­
whatever; it is outrageous. Thoae fellow• sit over there 
on the aide and create for the President a tax and fiscal 
policy totally remote from what ia actually being done 
and which ia actually being put into ef fect . 
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H.M. JRI Person&lly, I think the Feder&l Reserve 
~oa rd baa much more right to make recommendation• to the 
President th&n the Bur eau of the Budget. 

I(R, PAUL: But you have & perfectly ~ood a~gument to 
knock them over. I don' t see whf you don t uae that. 

Lilt. SULLIVAN: The queati on 1a how IUily times you are 
going to be obliged to knock them over. 

I{R , BLOOGH: Every ;ye&r, bec&uae they uy they have 
responsibility under the Budget Act. 

UR. &J LLIVAN: If they wut to sit around their c.lub 
and di aousa it ac&demlc&lly, all right, but I t hink this 
is disgusting. 

H,U.JR: That ia the way John and I feel, anyway. 

Jo!R , SULLIVAN: I feel a little bit hotter about it 
than you do. 

H .~ . JR: Ail right . I wi ll atop now. 

I.!.R. \I lliTE: Gener&l llcSherry hu aalced to aee me . He 
ia coming in today. Do you want to see him? 

H.~ . JR: Yes, very auoh ao. 

l(Jt. v.HITE: Second.ly--
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H.Y .JR: I c&n't see hill today, but I would liie to see 
him. 

lffi. 'IIHITE: I will tell him and he can make &rrange­
menta through your office . 

Secondly, we are &t the point where we are going to 
give & reply to the British to their reply to us on the 
International St&bilis&tion Fund. The t blng is coming to a 
head, and I think it would be helpful to us, and I think 
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you ousht, at thia at age, have a half hour or an hour 
in ~hich to 1ee where we are, and what we have cut out, 
and what we have in. So, aometime today or tomorrow -
that ie all. 

H.M.JR: Anybody el ae? I am teeing you two fellow•? 
(Smith and Gamble) 

UR. GAJnlLE: .lll r ight. 

B.!i. JR: .lnd I am aeeillg UoConnell and Sullin n . 

loiR. SULLIV JN: I thought i t waa Bob l.lcConneH. 
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H.W.JR: McConnell, O'Connell, Sullivan and Korgenthau. 

MR. &JLLIVAN : We will be glad to han you. 

MR. GASTON : You aaked for Joe McConnell; that ought 
to cover both of them. (Laughter) 

H.K.JR: Did I ? (Laughter) 

YR. SULLIVAN : Get one of then fellow• to change 
hie name. 

WI. BEU.: Bow are you going to get an Iriahman to 
change hia name? (Laughter) 

• 
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APPOIN'JMENTS TO SUB-C<l!MITTEES; 
JOINT Coti1'RACT 'IERMHIATION JlOARD 

Present : .14r. Bell 
ll!r . Gaston 
lir. Sulllnn 
Mr. O' Connell 
W:r . llcConnell 

H.~ . JR : How are you? 

January a, 1944 
10:10 a.m. 

~. llcCON~~: Very wel l , air. How are you? 

Ia Bell coming in? 

H.ll. JR: Ie be? 

MR. SULLIVAN: Den ie coming in on renegotiation . 

H.II.,JR: Do you want him in? 

MR. McCONNELL: I have talked to him about i t. 

~. O'CONNELL: .14r . Secretary, 11hat that boy eaid 
to you ia not true. It ie still a rumor. 

H.M. JR: Wonderful. 

llR. McCONNELL: Have you reported on the action? 

WR. SULLIVAN: Yea, about tbe adoption of the con-
tract termination . 

MR. McCONtfELL: Now, in preparation there is a state­
ment, a covering statement with the contract termination 
article, and the coat determinati on of the contract 
termination article, wbiob .14r . Hancock is preparing tor 
Yr . Baruch' s signature to go to Mr. ayrnee, I have 
Tbureday' e copy, which waa merely a draft by St rauea. 
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(Mr. Bell entered the conference,) 

llR. MoCC!lNELL: He ia with Jill Forreetal, That will 
probably be revised to a great extent, There I.e no uee 
bringing that up, but it doee cover the things that have 
been done and the thing• they are looking forward to 
doing in anticipation ot queetione ae to what is caning 
next , . 

Now, those things that they are looking forward to 
doing pr lmarilT are these five aubjec te. I aeauae it is 
the eubject ot conversation this morning. Have you been 
told about tboee five ca.aitteee? 

H.ll . JR: Yea, I eaw Joe yeetera.;y and smae ot theee 
other gentl•en . 

llR. O' COKNELL: I think I covered all five of thaa. 
You might want to go over them, Bo~, but, Dan, they are 
the ones that you and Bob and I taLked about. 

llR • .llcCONNELL: The tir.at 11 the termination ot 
financing, I talked to Dan about that aa to the plane. 
They had a aeetlng Friday or Saturday, I have forgotten 
which, and we have not aa yet appointed a member troa 
the Treasury tor mambership on that co.mlttee. 

H.lo! . JR: Which ie that? 

J.IR. McCCtlNELL: Tenainatlon f inancing. 

MR. BELL: That ia a aub-caaaittee. 

MR. WcCCliNELL: ot the Baruch board, which will try 
to work out a stat•ent ot policy that •ill be vublhhed 
or released h¥ the Baruch. board ae to the propr1et1 ot 
euoh financing-- interim financing-- that they may have to 
have before settlement, 

MR. BELL: .lnd 'llhether or not the Government 11ould 
in an)' ., participate in that interim financing. They 
have under conaiderat'ion, ae I understand it, a loan 
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e0111ewba t enalogoue to the V loans. The V loan a are in e 
sense guaranteed b7 the War and Ha'Yf Depertaenta and tha 
~laritime Cc.aiui on. 

H.W. JR: ~· that eeything to do witb what the . 
Federal ReserTa wants to see me about, discussion on the 
Rill about regulations? 

IIR. BELL: No, that 1a something elae again. Viho 
wants it? 

H.~.JR : Three o' clock? 

WR. eELL: No, that ia interest rates or pa,aent 
of interest through correafondent eccounta. Delano ia 
in on that and baa to test1fy that we can. 

H.M.JR: Who should be in on tha t with me? 

MR. BELL: Delano end I should. 

H.M.JR: Excuse me, but I am trying to pull the 
things together. 

(~r. Gaeton entered the conference. ) 

IIR. BELL: Probebl7 JOU ought to have ten minutes 
before that meet ing with Del ano and ae. 

H.ll.JR: .Ul right. 

I!R. BELL: h the t todeTi 

H.ll.JR: Yea. I have nothing to do tod&f. 

WR. BELL: In about another hour JOU will have . 

WR. O'CONNELL: The sub-c<malttet on financing ia 
having a meeting at two- thlrt7 this afternoon. 

H.ll.JR: Ie that the aoat immediate thing? 
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)IR, McCONNtLL: Tba t 1a the moat iaportant. Tboae 
eommitteea are meeting, and it eeaaed to ae it was ~por­
tant to get started with t he right men . 

H.M.JR: Tell it a~in. You want a representation 
fran the Treaeury on what? 
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MR. McCONNELL: The Cammittee on Financing Termination, 
for interim financing before final settlements of contracts 
in evant of termination . 

lffi. GASTON: The part pa1a1enta? 

KR. McCONNELL: That is r ight, air. 

lffi. BELL: It mq be loana pending. 

lffi. GJ.STON: Scme sort of advances panding final 
aettlemant. 

MR. l(oCONNELL : The i111111a diate job ia f' or this Ccm­
mittee to prepare a statement of policy which would be a 
statement of policy by the Baruch unit of the ~mea 
Committee. 

Now, that poliq would ocme beck to the board, just 
as the t ermination articles come back to the boer d for 
ratifi cation, corrections, add.itions, and so for th, but 
the draft ing job was probably lef t to the Committee, that 
Te~nation COmmittee. 

I.IR. SULLIVAN: lho ill the War Department ' a representa­

tive? 
lffi. McCONNELL: Colonel Paul Cleveland, who ia well-

known to Dan. He is the chairman of that Committee. 

lffi. SULLIVAN: Ia Mechem on there? 

MR. McCONNELL: I don't aee hi&. 

H.K.JR: Who ia Clenland? 

I(R, BELLI Clenland was auiltant to KecbeJa, He ia 
a fol'lltr banker, but be ia the aan that hal bean working on 

the V loans and worked up that ach•e for the V loans. 
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.IIR. KoCONNELL: l/, .l. Coolidge--he h !'rca Nnr R. 
E • .lllderaon f rca the Kuitime Camhaion; Charles T.' 
Fieber, Jr., RFC--

KR. BELL: Fieber is the Detroit aan • 

.IIR. KcCOOELL: Mr. Vest and Mr. Clayton--not Will 
Clayton--of the Federal ReserYe Board • 

.IIR, BBU.: Veat ie the .laahtant General Counsel 
of the Fedenl Reaern Board • 

.IIR. 0' C<IINELL: General Counsel? 

liR. BELL: .laaistant Genenl Counsel . Be worked on 
V loana over there, too. 

H.LI .JR: Who do you think ougbt to do this? 

.IIR. BELL: I thought maybe for the f irat few meetings 
that probably I should go and George Haaa should be the 
alternate. l don 't know just how impor t an t it ia going 
to be to the Treasury. I thought maybe we might f ind out, 
you know. 

H.W. JR: That ia agreeable to me . 

liR. KcCOOBU.: Ia that O.K.? 
' H.ll.JR: 1'bat ia George Haas and Bill? I think that 

aomebow thia thing ia getting so big and so iaportant 
that if the President takes the stuff--! wonder if we 
couldn't put saaebody to sort of act •• aecretary to keep 
all of ua informed who want to be infonaed? 

.IIR. KoCONNELL: I think we could, if we could baTe 
llr. Dnh. 

MR. O' CONNELL: You can't. 

H.K.JR: Who ia Davia? 

.IIR. O'CONNELL: Be ia .laaiatant Chief Counsel for 
Procurement, and he baa more work than he can do in 
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connection with the operation of Procurement. He is a 
pretty caapetent young f ellow, He is one of the two 
lawyers we hen asked draft deferment for, 

MR. McCON NELL: He baa been foll owing it; that is 
the reason I ask, 

MR. O'CONNELL: But I would prefer to euggest 
someone like Tom ~ch, who ia in the Treaaur:r office 
and who has aoae young ..f'ellowa working fo r him, and who 
I think will spend aa auch tiae as neoeaaary to ride herd 
and work with :U:cConnell on all these matters . Let hill be 
a permanent aecretar:r so he will be in touch with all the 
aeetirtga of all the aub-caaDitteea. If that ia what you 
are thinking of using Dnia for, I think l.)'nch would be 
preferable f roa the standpoint of a•ailability. He ia a 
bigger IIW1 than Dnh by far, He knows his way around 
better. 

MR. BELL: He knows the Gonr11.111ent better than Da•ia. 

MR. O' CONNELL: He haa been with WPB, Juatice--

H.ll. JR: Do you know hila? 

MR, SULLIVAN: Yea. 

H.II.JR: Whet do you think? 

MR. !m.LIVAN: I think that the cClii!,'"Snh Joe and 
Dan han mede are right. Daria ia an ~edingly able 
fellow in his 0110 particular line, but ao far aa the whole 
picture ia concerned, I think Taa i a much. better qualif ied. 

:u:n. O' COtlNELL: He is an older man; be ia over forty. 

14R. BELL: He baa been around the Govel'DIIIent; he 
has been in several Government departments and knows the 
setup. 

H,:U:.JR: Do you know hia, Herbert? 

:u:R. GASTON: Oh, yea; I think he will do well. 
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H.M. JR: Row about JOU? 

WR. McCONNELL: Oh, Jea, I know thea both. I Just 
mentioned DaTia because he had bean doing it. I think 
Joe ia right. I think Lfnch ia probably a better aan; 
certainly he i a more desirable if he ia aTailable. 

MR. O' CONNELL: He ia aTailable, because I haTe been 
trying to work into tb.eae thinge. 

B.M.JR: WhT not haT' him act aa sort of secretary. 
It ia hia job to see that all of ua who are interested 
are kept posted, aee? Bo• would that be7 

KR. McC<JiNELL: Yes, air. 

H.l.l. JR: I aean, somebody go around--if he has to 
sit in m7 outer office or somebody ala~ and see tb.at we 
all know wha t is going on. 

MR. :>ULLIVAN: Tb.ia would be pretty near a full-time 
job for him. 

KR. McCONNELL: This is going to become one of the 
important thinga here, I am aura. It ia going to loom 
way up almost next to the war here aa the weeks go "tv. 

H,I.I,JR: Well, tb.e lit tle contact I haTe had .with 
~ch--my impresaion ia good. I haTen' t had much ·contact 
with him. 

KR. O' CONNELL: Be is the beat man we have. 

KR. GASTON : He is a good man. 

WR. McCONNELL: I haTe known him since '40 in ~PB. 

KR. 0' COONELL: He waa Counsel tor Jeffers in WPB. 

H.M.JR: Did he get along with JeffereY 

KR. 0' CONNELL: He did. 
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B.U. JR: He must have a nice ditposition. (Laughter) 
Would that be all r ight wi t h 70u? We are not moTing too 
hat, are we? 

YR. McCONNELL: That would be fine, air, 

H.U. JR: Ia Lfnch fai rlr liberal-minded? 

YR. O'CONNELL: You bet he ia, 

h,ll. JR: 'fib ere does he came fram'l 
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liR. O'CONNELL: Be camea fram Niagara Falla, New York, 
He nnt to the Uninrsicy of llichigsn Law School. Be 
practiced in Toledo before he came here, Be came here 
with SEC about ' 34 or '35 as Assistant Counsel. Be then 
worked with Thurman .lrnold. He na loaned to WPB and 
became Assistant General Counsel of the WPB, and then 
he was assigned to Jeffers as his main occupation while 
Jeffers was Rubber Director, 

Just about the time Jeffers was leaving, we offered 
him a job over here as Assistant General Counsel: 

H.ll. JR: Who discovered hi.m? 

liR. O' CONNELL: I have known him for rears . Tietjen• 
went to law aohool with him before any of ua were in t he 
Government. I reca.mended hia to Randolph{ and Randolph 
epoke to rou about hill. That wu the war t happened, 
He ia an ol d f r iend or mine. 

H.li. JR: I won't hold that against hia. (Laughter) 

l!R, O' CONliE!.L: I hoped 70U wouldn't , 

B.I&.JR: I think we need same body like that around. 

)(R, lt!cCONNELL: I don't know u one ia quite enough.· 
I na going to bring up the question--! think in the 
first place each one of these boards should have an 
alternate nomination. If l(r, Bell goes on the financing 
Board, then a.. should be designated as an alternat e, 
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eo when Bell ia not there he can apeak for the Treaaurf. 
That mtana right aw8J ten men, if JOU do that. 

H.K. JR: How do you mean? 

KR. Mc CONNELL: There are five eub-oommitteea; that 
ie on!J one of five . 

H.K.JR: ill rigbt. 

lffi. McCONNELL: Tnen that 111&1 get aronnd. I m&J 
ask you if I eouldn' t han 11<118 man to help me. I think 
Lynch wil l work out for the tiae, though. 

H.K. JR: Let's tr1 Lfnch and aee how that works out. 

lffi. McCONNELL: Aa aecretarJ, hia principal job ia 
to keep everybodJ informed of what tranapirea. 

lffi. O'CONNELL: He might, in order to do that, be 
expected to go to moat of the sub-comMittee meetings with 
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whoever goea. If Dan, for instance, were free to go 
this afternoon, y'ou might or might not want to take Lynch 
with JOU. But certainlJ with acme of the other committees, 
like t he one Saturday where we bad one from Procurement 
and one from Revenue to work on the technical mattera--I 
want to that meeting with th111 Sa turdaf. ThtT were "ba bee 
in the wooda.• It waa desirable to have someone go to 
see wbt. t waa going on. 

For that aort of a ai tuat.ioo, it would ae111 to me 
u the eJU for this office I.fnoh ought to go to aaid 
meeting, eapecia.llJ to the earlier on••· 

lffi. SUU.IVAK: Then where one iapingu on the other, 
be can keep the msnbera of the other aub-committeee 
informed. There baa to be one fellow in on all. 

H.Y. JR: How many aaaiatanta does Lynch have? 

lffi. O'CONNELL: He baa a group of about five la~era 
working for hia. Tbe7 are not overlT busy, but the7 are 
bua1 enough. 
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B.M. JR: B.lt not overly buaT? 

lffi. 0' CONNELL: No. 

H.M.JR: Let' a say tnat there were two meetings at 
the same time and Lynch wanted to go to one . Be could 
send one of bia boys to the other? 

lffi. 0 ' CONNELL: That ie right. 

lffi. lo!cCONNELL: You understand, there will be nothing 
definite done on these sub-committees. 

lo!R. SULLIVAN: The. trouble ia, when ;you get than to 
agree, then it is pretty tougn to movt the Board. 

lffi. },[cCONNELL: That ia right. Tba aub-c<Dii ttee ie 
eo much more familiar with th&t particular subject. 

lffi. 0' CONNELL: Sub-ctDDittee work is awfully impor­
tant . B,y the time it gete to the big Board, it has been 
threshed around end each member of tlie sub-committee h&a 
dieouaaed the matter with hie own agency, end the policy 
will be made in tbe sub-committee more then any place 
alae. 
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KR. lo!cCONNEJ~: How, the second one ia the one th&t 
Joe brought up, Coat lnterpretationi which ia a standing 
committee. It will not be an appea board. Contractors 
nor the Government, neither ont, can appeal to thia 
Co.mitte•, but it will fraa tiat to tla•, a1noat constantly, 
decide broad queationa of coat, what ia allowable, bow 
far rayaenta will be aade on termination. It ia all on 
term nation of contraota, and thea• coeta definitions 
in broad languafe, will be originattd in thia oamaittee 
probably for al the period of contract cancellation 
settlements, because ao many i teas c<me i.nto the question 
of payments aa to whether one ooet ia allowable or proptr 
or whether it should be included or excluded. That 
Committee ia visualized aa a standing or continued caa­
mittee during the period of termination. 
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MR. O'CONNELL: It eesne to me in eoae respects it 
ie like the Joint Adjustment Board. The entire presenta­
tions, of course, are going to be made in the first 
instance by the agencies that are terminating the contract, 
the War Department, NaTT Department, and eo forth, as time 
goes on, and right now there happen to be five or six 
very difficult coat questions which the War Department 
nnts to check up on, a<mebody elae to give than s0111e 
advisory opinions on or s<me rulings , 
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Now, other agencies will have the same thin~. Over 
a period of time it is vi sualized that this cont1nuing ~· 
committee will be able to give over-all advisory advice 
to each agency that has termination prob!ama in the cost 
field, and will be able to bring a degree or uniformity, 
So it you see the Wer Department taking one view, and 
tb• Navy taki.ng another, you can resobe those difficulties 
and get them to c<me to--

MR. GAS1QN: There are e<me very good coat people in 
the Bureau? 

MR. McCONNELL: Two very good men, eir, Mr. Herrin 
£rom tbe Revenue Illreau, and ~!r . Gunther from the Procursnent 
Division, both of whom are here ready to attend these 
meet ings as being probably the moe t able men you have , 

KR. GASTON : ~as Herrin at tached to the staff? 

MR. SULLIV'~~= No, he is wi tb the Revenue agency, 

MR. GAS10N: ne is an evaluation engineer? 

KR. SULLIVAN: No . 

MR. GASTON: He is a cost apecialiat? 

MR. SULLIVAN: That is riRbt. Graves picked him 
for me Friday as the ablest fellow on this subject we 
had in the Internal Revenue Service. He got here Saturday 
morning. 

H,),I. JR: llhat is hia naae' 
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KR. SULLIVAN: Herrin, frca New York, 

H.Y.JR: Didn' t 7011 apeak to me about him? 

MR. SULLIVAN: No, 

MR. GASTON: From Allen' a office? 

UR. SULLIVAN: No, no. 

H.W.JR: I1 this a sort of appeal board? 

MR. McCONNELL: No, air. 

lffi. O' CON?\ELL: I think it made the aa1n contribution. 
It is going to be a board which unities coat statements, 
which determines as to whether a Na~y procedure on this 
particular item of cost is better than the Al'ml, or vice­
versa, or Maritime, or anybod¥ else selling contracts, 
unifonn coat basis for settlement . It will be appealed 
to only by the agencies, not by the contractor. 

H. loi,JR: Early in the war there was an awfully good 
man up at Harvard in t he buaineaa aohool on procurement, 
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and I know we used him first, Then I think either the 
Army or NaT,f retained him. He aet up a achool--NaT,f--for 
procurament officers. Taka a look at the harvard buainea& 
school. I know we used him aa a consultant for Procurement. 
'!be !liilily thought he n s eo good tb& t I think they took · 
hi.a on full tfme to run a school for aupplf ofti cue. 
I just wonder what baa happened to him, because they must 
be ab6ut o~er their peak now, I &bould think. . 

KR. O' CONNELL: I know whCIII you mean; I can' t rem•ber 
the name, 

IIR, SULLIVAN: Cliff would know right off the bat. 

H.I.! . JR: .Yea. You mig)lt uk and '" what he 11 
doing. I wee thinlting of people you might borrow. The 
N&T,f, I think, todlhim, They had to &tart a special &chool 
for aupply officer&. 
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JlR. llcCCliNELL: Stewart , Hopldne, and Ruetin--thoee 
are the three Na~ namin.ationa. 

H.M. JR: None of them eound right . 

Now, do you want us to reoommend .eamebod¥ on that? 

JlR, llcCONNELL: We haTe theee two men pi cked. One 
of them, ae I understand it, ie coet analyeia, and the 
other coat account, Herrin and Gunther . 

H.W.JR: 1hat ia Gunt her? 

llR. SULLIV.lN: Procurement. 

KR. O' COliNELL: He hae bean in Procur•ent a short 
time. I know nothing about him other than he ia the 
old Bureau of Efficiency man. 
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IIR, BELL: Then he went to the Farm Credit Administration. 
V1hen Farm Credi t went t o Kaneas Cit;y, be went to Procure­
ment, 

H.II. JR: These men would be technicians, not top 
men. 

llR. llcCOONELL: Tbia ia e technical cc:aUttee. 

llR. O' CafNiLL: Technical and accounting questions-­
do ;you allow thia or that? 

llR. GASTON : What type of things enter into costa. 

llR. 0' CONNELL: But they will be operating under 
general di rections as to what eort of thinge enter into 
the coat; t be;y woul dn' t decide that aeTerance pay i a 
allowable, and eo forth, and eo on. 

H.K. JR: Here i s a job fo r L;ynch. Let Lynch get me 
the docketa and doeeiere on these two men . I would like 
to look at th.a before I coamit .yeelf . Tell L;ynch t o 
get it in t o ae. 

. . 
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IIR. SUU.IV!N : They have alreadl attended a meeting 
Saturday. There aay be another tomorrow. 

H.W.JR: Let them carry on, 

Kre. Klot& ien't here; abe ia eick. Mre. McHugh 
ie hera, but tell them to atick around until I gat them. 
He can walk in and give it to Mre. MoHugh, 
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IIR. Wce<JfNELL: The nut one h Peraonnel Training 
ahich ie an ilaportant committee. It ia ilaportant that ' 
it f't started, It ia conceived that the Governaent 
wil haTe cr1111 of men repreaenting the Governaent on 
negotiated aettleaenta tor hl'lllination of contract. in a 
pbnt working with the ccapany craw, Thoae orawe--atartiog 
today--thia morning--at the War College, there will be 
a hundred aen aelacted, I think • • han nominated tour, 
tile Army enenty-tin, the MaTT .tit teen, and the llari ti.Ju 
Commiaaion three. 

H.M.JR: Who ia going to teach whom? 

IIR. McCONNELL: Well, the Dean of the achool ia an 
Anny Colonel . I have forgotten hie name . He baa been 
picked b1 the Army and NaTT to do that job. 

Now, these men will go from that school--the school 
will only run two or three weeka-- to the plants and actua!l1 
take contract cancellatione--aaae ninet1 or a hundred in 
different plants. They will work out a besia of cancellation, 
pe'l'hapa, with duplicate crew chi eta with them, end will 
move to other plants as aoon ae they have been trained 
in that cancellation procedure. 

The tirat thing for thoea men to know ia the termination 
article thorough17 and the detinition of coat that accompanies 
that article, I preauae tor aome little time that will be 
indoctr inat ed into those men eo they are thoroughl7 familiar 
with what baa gone ahead on thie tel'lllination article that 
hae already been decided upon. 

Now Mr. Kt.ck bad been augg .. ted and tentati.velT 
appointed aa a asher of the peraonnel training eub-co.aittte 
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of the Baruch board, representing the Treasury. I don't 
believe &n¥ alternate for hia baa bean auggeated. 

H.M.JR: I think Mack baa all he can do. I won't 
put him in there and have him sitting around on committees. 

MR. BELL: Well , he ia about the main one who will 
be interested in that committee. See, all the training 
will han to do with tbe PI'Oourement tndJ all the contract 
end h Procur•ant. We han no other difference. 

KR. SULLIVAN: I am ver1 anxious to ban hilt in there. 
I want hia to learn the book on thia one. 

KR. O'CONNELL: The alternate ia t he kef of this 
si tuation, because Clif f is so bus1 he will have to have 
an alternate who will be a good man. Now, we haven't 
pi cked the alternate. 

B.M.JR: Couldn' t we get an alternate out of Norman 
Thowpaon'a office? 

KR. SULLIVAN: That doesn't do any good. It will be 
Procurement that will be terminat ing theae contracts and 
negotiating the settlements. 

B.W.JR: I was thinking in terma of personnel. 

KR. SULLIVAN: I would like to han Cliff in there. 
1e will piek an eltern&te over there, but I ant hia 
priaarilt responsible on that. 

KR. BELL: The alternate should be frta Procurement, 
too, because it ia all tied in with the contract end. 
I don't know Walah verr well. He would be, reall7, the 
fellow who ought to be the alternate. 

H.K. JR: Walsh haa yet to sell bimeelf to me; he 
hasn't done it 1et. It old him ao. I am not trying to 
caat an7tbing on him. I mean, he baa yet to prove to me--

KR. SULLIVAN: Are fOU talking about lllalah or Mapes? 
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H.Y.JR: M&pea. Thank you. 

IIR. SUIJ.IVAN: You will have the aame problem with 
v:aleh. 

H.».JR: I think you will get the same impreeeion. 
I have onl;v bello in two conferences, and I got it--Wahh--

lffi . O' CONNELL: He is the .lsaiatant Director. He 
is aecond to Mack. 

B.M. JR: I don 1 t think I know hilll. 

IIR. &l IJ.IV AN: I don 1 t think you do 1 sir. I will 
aay this, that when Cliff has been awq and I han had 
to move fast on things, Walsh baa alwqa CCIII through. 
I will aa.i t that I am always surprised that he does. 
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H.M. JR: Let1 e leaTe it this wayl tbet at Mr. Sullivan ' s 
ineiatenoe Mack is the one. I am wil~ing to have Mack, 
but I would like to be educated, or consulted, rether , on 
his alternate, see? Is that agreeable? 

IIR. SULLIVAN : Sure. 

MR. GASTON : ~ea. 

H.K. JR: You see• worried. 

lffi. G.lS'l'OII: Well, as I understand it, these aen ere the onu 
who are actually goi.ng to put into eff ect tel"'Dination 
policiea decided upon by the larger board, ao it ia pretty 
llllportant, t he aeleotion of this t raining group. 

H M.JR: I should have had Norman Tbompson here, and 
I didn1t, so when this is t yped, let him read it. 

lffi. JCCONNEIJ.: Tbe chairmen of that cOIIIIIlittee ia 
Colonel Reber, a regular Army man, Corpa of Engineera. 

H.M. JR: Not formerly of the Texas Oil Company? 
Funnier thinga than going from a Captain to a Colonel 
have happened, or atranger. (Laughter) Ia it apelled 
the Wilt way? 
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JlR. McCOO NELL: R- e-b-e-r. 

H.M.JR: I thin.lt the other it R-i-e, 

MR. O' CONNEll: He had an "I" in hla nue, 

MR. McCONNELL: Reconversion Coat ia the next 
committee , That is an explorator1 committee, to talk 
out and determine what if any reconversion coats might 
be ellowed under contract termination. 

MR. SULLIVAN : Underlining the "any" and the "if." 

MR. MoCOifNEll.: Underlining "unaplo;yt;~ent, • probabl1 
more than an1thing. It there is a situation where a aan ' 
could get back to emplof a large number of people whereb1 
be was allowed same log~cal r econversion coat, they would 
bring that to the attention of the Board. That i s 'another 
atatament of policy. But it m11 be that no policy would 
be stat ed on that question, because, as I eay, it i s aore 
exploratory, as I understand it , 

There has been no one suggested tor t hat committee 
that I have heard of from the Treasury. That is one of 
the l esser-important committees. 

MR. O' CONNELL: I thought that was the one we dia­
cuued and Roy Blough was suggested for . 

MR. KcCCtiNELL: That i 1 true. 
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MR. SULLIVAN: I think that is a very good suggestion. 

MR. 0' CONNELL: You aee, we have bad the sme probl• 
in renegotiation . You have the same problem in the tax 
field . We have been discussing it, and ~1 baa been 
hearing the arguments and comments on the Hill wi t h reepect 
to reconversion and t axes, 

MR. SULLIVAN: I think a futher reason tor having 
Roy there Joe is because I have sane doubt as to the 
authority' of this board to get away wi t h·anything like 
that, I think you might need legialation on that. 
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MR. McCONNELL: You sure would. 

MR. SULLIVAN: That is an added reason for having 
Roy in on it. 

Joe. 

~m. O' CONNELL: Why would you need legislation? 

MR. McCONNELL: To allow payments . 

J.IR. SULLIVAN: It ie a coat outside your contract, 

I.!R. !JicCOOELL: Blough' s brother from WPB ia chail'IUll 
of that committee. 

!JIR. O'CONNELL: They will control the c:OIDittee. 

WR. SULLIVAN: lie ie a sound man. 

ldR. McCONNELL: I think Blough ie a good suggestion 
there. I don't know about an alternate. 

H.W. JR: He can get one cut of hie own ehop. 

MR. BELL: If it ie going to involve legialation, 
you could do worse than have Surrey. 
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H.W. JR: There ie a cross conflict there, in the 
!iret place, cross authority. Blough ie really responsible 
to this office and not to the General Counsel. Surrey is 
responsible to t he General Counsel, isn' t he? 

WR. GASTON: That is right . 

H.M. JR: I think you had better let Blough pick out 
aanebodf. I wouldn' t cross that up, would you? 

I.!R 0' COONELL: On any one of these cOllllli ttees you 
may get" to the ~oint where there will be legislation. 
One of Lynch' s Jobs i s to keep hie eye on each of the 
sub-committees with a view to seeing what legislation 
is neceuary. 
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H .M. JR: This is a memorandum for L111ch and Thompson· 
they had better get together and give me a little organiz~­
tion chart on this thing . Keep this up to da te. 

Lynch had better get together rigllt away with Norman 
'lbanpson, you know. 

WR. O' CONNELL: Yes . 

WR. GASTON : And with ~r. KoConnell . 

H.ll. JR: I am taking that tor granted. Tbey say 
I buned this morning and said, "Send i.n Joe llcConnell, • 
and by God, the two of tha!!l came in. (Laughter) 

Work it out with Wr. llcConnell and llr. O' Connell and 
Ur. L71lch in l(r. Norman Thompson's office. 

WR, BELL: This committee ties in a little with the 
Coat Interpretation Committee. 

MR. O'CONNELL: Tbia assignment has more or lese 
been carried out of theirbUllwlok for the time being. 

B.M. JR: These people,ri2ht in the room he~e , without 
any legislative training are taking on a terrif1c reepon-
aibili t7. 

lllt SULLIVAN: They have kept the commi tteea on the 
Hill tull1 informed aa to what they are doing. 

H.ll.JR: All right, we will trail along. 
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H.W.JR : How much does Mr. Byrnes keep in contact with 
this? 

WR. McCONNELL: Hancock said the other morning that 
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he had, until the labor thing came up, seen Mr. B,yrnes ever,y 
morning, usually with Mr. Baruch. 

ll.M. JR: Now, what else do you have? 

WR. McCOh~: One more, sir: Facilities and 
Eq~ment under Special Contract. The first question that 
Co ttee will have to co.nsider is the study of the legal­
ities of these contracts, which the Attorney General has 
said are illegal. He said tha t t he twenty-year proTision, 
whereby the Government agrees to stay out of a business 
for twenty years, or stay out of actiTity in that business, 
i s illegal. He says the option provi sions are illegal . 

MR. GASTON: Government-owned faci lities and equipment? 

L!R. McCOll~: That is rii!Jit , sir . 

H.M.JR: I have that report in ~ office on this 
whole question. I mean, I thi.nk we have the Attorney 
General ' s opinion on that here. Have you seen it? 

WR. O'CONNELL: If so, I haven' t seen it. 

H.~.JR : You can ask Wiss Chauncey' s office for i t , 
it you want . 

YR. O'CONNELL: I ' d like t o see i t . It is a very 
diff i cult question, aa a matter of fact. 

MR. SUU.IVAN: It seems very fWlll1 that the Attorney 
General waite two years t o say that. 

KR. O' CONNELL: That is Patterson' s point, and i t is 
a good point· but the At torney General has a pretty good 
point that the right of the War Department or other Govern­
ment agencies t o bind the Congress by agreeing with 
corporations that they won't use facilities that the 
Government owns except in a way satisfactory to this 
private contractor is highly doubtful. 
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H .~. JR: I have maintained that. I have said so at 
Cabinet, that t hese contracts were never carried out in 
the spirit the President wants . 

I ' d like you to know that early in the game the 
President said when the Government goes along with these 
contracts, "I want the same sort of contract I had as 
Assistant Secretary of the Navy with the Charleston il'llor 
Plate Corporation, where the Government said at the end of 
the war whether it wanted to keep the plant at the end 
of the war or didn ' t . • 

I told him consistently that they didn' t . Jesse 
Jones said, "It is all right, llr. President - -• 

l!R. SUU.IV!ll: We have had maey disagreeable set- to's 
with t hese cont ractors who have come in for closing agree­
ments, and in many instances we hav e refused to grant a 
closing agreement that would confer on them a benefit that 
was contrary to that spirit. 

H.M. JR: I think you ought to know that. Jones kept 
saying, "No, Mr. President, it is all r ight." 
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Anyway, the Attorney General two years later comes in -

UR. ruiJ.IVAN: I have a nominee for your man on that 
Subcomni t tee. 

H.M. JR: Just again to digreaa a little bit, because 
t nie burna ae ao, because· I am on the recehing !nd-­
the way the OPi rune their bu1ineaa 1a just unbelievable. 
I am part or Wr. Roosevelt'• family, eo I can't ea7 any­
thing, but bel ieve me, if I were on the out side I would 
raise Dl1 voice plenty. ind that ia just a little sector 
of how t hese other fellows might feel, to go along an~ 
suddenll two years later t he Attorney Ganeral aaya tbla 
i s illegal. That doesn't aalte &!!¥friends . 

MR. SULLIVAN: or oouree, it doean•t. Those contract• 
had better be lived up to, too. ' 

llR. WcCONNEU.: Thia caaai ttee wi ll not contact the 
.lttorner General. They are to t ry to fol'lllulate e<111e kind 
of polioy wi th their interpretation. 
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H.loi.JR: Do you han a candidate? 

MR. SULLIVAN: I have (indicating Mr. O' Connell) . 

MR. BELL: I have two candidates . I thougbt in 
dealings largely with contracts and taxes involved SUllhan 
should be the pr incipal, and O'Connell the alternate. 

)offi, 0' CONNEll.: Read a0111e more of the things that 
wi ll have to be dealt with. 

H.M. JR: Is that Wh1 you don ' t want Sullivan on? 
(Laughter) 

MR. SULLIVAN: Go ahead, Joe. 

MR. Mcc!OONELL: "Dieposal in any inatance, further 
aonopol7. What will the Governaant do with real estate?" 
These are juat general remarka made at the aeeting. 
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The ecrubled planta are a very eerioua probls., where a 
plant has bean made an integral part of another plant 
and that piece i a owned by the Government--what to do 
with scraabled plants. What information or what concluaion 
they may came to wi l l be turned over to the central diepoaal 
ageno1 which hasn't been named yet, but preauaabl7 on 
plants it will be the RFC. 

Now, the1 will have to try to make aoae decision• 
as to what happena to aurplua before it is declared 
surplua, when it caaes out of a plant to a proeurcent 
agency before the agency declares it ia eurplua and turn• 
it over to the central agenc11 alao the financing of 
purchases and termination of facilitiea . 

MR. 0' COONELL: The -.hole field. 

MR. GASTON: ind parte--

J.!R. McCONNELL: Chairman of that COIIII&ittee is J . H. 
He i a a pretty able man . 

MR. GASTON: What ia his bueineea? 
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lLR. )(oCCfiNELL: I u not aiD'e. 

llR. GASTON: COIIIIWlder in the Na'f7'l 

MR. KcCONNELL: That is right. 

KR. GASTON: Reserve Commander' 

lo!R. BELL: What ia our uin interest in thia 
Comaittee? 

KR. O' CONNELL: JUst an over-all interest other than 
ant tax interest. 

KR. BELL: Ian ' t the tax a big intereat? 

llR. O' CCfiNELL: That ie an operating interut . The 
onit other interest we have ia juet a broed Government--

WR. GASTON : ••• question of equity and economic 
polioy, alao, Joe. 

MR. O'CONNELL: We won't be phfsically selling plants. 
Our interest will be, I think, in caming to John and 
wanting closing agre~ente with respect to a deal he won't 
like. 

H.loi. JR: Or as a conscience. --llR. 0 ' COO NELL: It a till ukes it important. 

KR. BELL: That la the reuon I suggested ~llivan. 
I t hought it would be coadng to hia aore than anyone 
elae. 

H.ll. JR: Wllich one are 70u on alreaq, John? 

KR. SUU.IVAN: Of the at sul>-commi thea? I u 
not on ant. 

llR. lloCONNELL: John baa been acting, up to date, 
ae 1111 alternat e, or with ae on the boerd. That is on the 
question of termination. 
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H.l!. JR: lihen will this lut Co.ittee aeet? 

VR. KcCONNELL: They are starting meetings right 
away, eir. 

H.M. JR: What committee are you (O'Connell) on? 

KR. McCONNELL: They met at four o'clock on the let 
of January. 

H.ll. JR: Who went there? 

VR. KcC<liNELL: D&Tia went there to report for the 
Treuury. 

llR. BELL: He IJUtmi tted a aemorandWR. 

H.K.JR: What committee are you on? 

MR, 0' CONNELL: .l.!e? I am not on any, 

MR. KcCONNELL: Who appointed Davie on that Termination 
Board? 

MR. 0' CONNELL: :ay mutual consent-he bad been working 
on the committee that worked on joint termination for a 
year and a half, I think by mutual ooneent; and LJnch carried 
on with the eub-commi ttee the t actually did the windi.ng 
up of the other. It was so logical that I don't think 
anJbod¥ ner bothered to throw his naae in, hie nOIIination, 

WR. SULLIVAN: If this Executive Order caaee out 
thia week on eurplua

1 
I t.m going to spend full tillle on 

that for quite a while. 

H.K. JR: Well, good. 

KR. GASTON: I juet said that I liked Joe ' s suggestion 
that John should be t he principal member and Joe hie 
alternate. 

KR. 0' CONNELL: That waen' t .Y euggeetion. 
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WR. GASTON: The alternate to that ia that Joe 
would be tha aaaber. 

H.V. JR: I feel that John baa all he can awing now, 

VR, SULLIVAN: I t tink that ia r ight . I am not t rying 
to duck anything, but if thia order caaea out thia week--

H.Y. JR: I think you· have all you can awing, 

Bow about you? 

WR. 0' COIINEU.: Do you mean, am I buay? 

H.Y. JR: No, I know you are buay, but can you take 
it on? 

WR. O' CONNEll.: I would like to try it aa a starter, 
I mean, if things--you aee, I nave a lot of detailed 
things that are part of running the General Counael'a 
office . But I would, if it 1 a agreeable to you, like 
to try i t aa a starter. 

H.H. JR: If it ia agreeable to John, you try it and 
get aome bright young fellow who ian't too buey now. 

WR. GASTON: Joe could perhaps get eome help frca 
George Haaa ' ahop on thie particular thing. 

B.M. JR: Well, think about it. My auggeetion, unleaa 
somebody dieagreee, would be O'Connell. 

MR. GASTON: I agree. 

l!R, McCONNELL: Yea, air , 

MR. SULLIVAN: Anyway, Joe and I have alwaye worked 
very oloeely on thie type of problem, 

H.K.JR: Let'a leave it then. 

VR. McCONNELL: That takea care of everything we 
have. We ban to noainate an alternate for Kack, and 
JOU want a doaaiar, 
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ILR. SUU.IVAN: The Seoreta17 wants to pas a personal}¥ 
on the alternate. 

H.W.JR: I asked for the personnel file on theae 
people. It will most likely be Walah, Let Mack make a 
suggestion. I t will come up to me, and I will go over 
it. 

We han done a little buaineea this morning, haven't 
we? 

KR. McCONNELL: Quite a little, air. 

H.W.JR: Does that clean you up for the maunt? 

I(R, l(cCONNELL: Yea, pretty well. If you approve, 
I would like to have all membera write a memorandWR 
within twenty-tour hours after they go to a meeting, ao 
we can di a cuss it with them. 

Affi . GASTON: Yea, 

MR. BELL: Won ' t that be the secretary's job? He 
will go along each time. 

MR. O'CctiNELL: To t he extent he goea, 

MR. BELL: Either the meaber or t he alternate would 
write a memorandum of the meeting. 

H.)I. JR: While this is new and getting under way, I 
em ~oing to have to give it plenty of tLue myaelt • I aa 
read¥ to. 

I(R, McCONNELL: That is right, Wr. Secreta17, It ia 
looming up aa one of the largest problema involved. 

H,M,JR: What we will have here on these people· · 
I don't want the whole thing to jell too much, but for the 
time being until it does jell, we had better have a little 
board meeting in here once or twice a week to keep ae 
poe ted, 
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WR. McCONNELL: Could we haYe an hour for that, I 
mean a definite tiae? 

H.M. JR: That ia difficult for me, but if 70u would 
for instance, send word in to Fitz, "I would like an ' 
hour wi th Kr. Morgenthau, " aa1, on Tueeda7--I don ' t like 
to make 1tJ:¥ schedules ao tight that I han to cancel--if 
you said tod&7, "I need an hour Tuesday,• I can give you 
an hour. 

MR. llcCCilNELL: Right. 

B.W.JR: All I need ia one daf'a notice. The first 
thing I know, ~ whole week ia tied up. Then something 
comes and I can t aoYe. 

llR. SULLIVAN : Bob, do you know whether thie group 
ia going after the Yeterana problem, veterans benefit? 

llR. McCONNELL: Frida7 we discussed what was ahead a 
little bit. We will have a preliminary schedule of things 
that are in the future. Whether the Yeterana problem will 
be on it, I don ' t know. 

MR. SUU.IVAN: Fulton Lewis ia starting in this week, 
and there are some prett7 bad recorda on that buaineea, 
on the wa:r their claims are being handled, and the W&1 
the7 ere not being re- amplo7ed. 

MR. 0 ' CONNELL: Baruch 'a charter doean' t include 
anything like that, does it? 

MR. KcCCiiHELL: fl)at-war aploJilent. 

MR. SULLIVAN: Poet-war atuft, Joe. 

MR. 0' CCilNELL: Then there ia nothing that doean' t 
cCIIle under Baruch' a jur isdiction. It you take that 
view and don't attempt to liait the f ield at all, he will 
flit ao 11 ghtlT onr thing a that he won't get an7thin.g 
l CCOIIplhhed. 
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)(R, G.AS'l'Ql: So tar he hu been concerning hilllaelt 
with war contracts, entirel7. 
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MR. O' COONELL: That ia r ight. And eney c01111ittee haa 
a subject that ia collateral to the subject ot war con­
tracts, 

H .~.JR: Don' t, gentlemen, hesitate to aek to aee 
me. I consider this important. You have got to tell 
me whan 70U want to aee ae. 

MR. llcCOO NELL : 
ever7 week, anywaJ. 
•ha t haa baan done. 

I am going to try to aee 70u once 
Theae ca.titteea aeet and go onr 

H.II. JR: Now, are 70u all right tor another twantr­
tour hours? 

MR. M.cCO!lNELL: Yea, air. 

MR. BELL: I think, Yr. Secretary, those meetings 
are very important. I think it 1e abo important that 
each of these men on these sub-committees ought to under­
stand that while . they are representing the Treasury the7 
shouldn't apeak tor the Treasury on polic7 mat ters until 
the7 are brought back and dlaouaeed in thla room to see 
i f •e are all in agreaaent. 

B.II. JR: I think ao. I think we will get it orgeni,ed. 
There wi l l be a aub-caaaittee in advance, and each of theee 
fellows could take ten or tiftean ainutea to report on tha 
probl ... 

IIR. llcCOO!LL: I think Dan ia talking about aeeting 
outaide ot here where we all get together to caapare notea. 

WR. BELL: It we can't ••• the Secretary I think be 
would like t o have them in here tor the time being. Each 
rapreaent atiTe ougnt to underatand that it the7 stand up 
in a aeeting and aake a atat~Bent they ougnt t o be careful 
that it i a not reall7 a po1io7 atateaant unleaa it ia 
pasaed on here ti ret . That ie important . 
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H.li.JR: That h right. I -.nt to pue on them in 
the fiat instance until we get going. 

MR. KoC<JINELL: Then 11hen the Board aeeta, t heae 
committee msnbera should go to the Board aeeting, when 
the Boud meeta to diaouee the.t subject. 

H.Jl.JR: Yea. 

I would like Bell and Gaeton to at.- • 

.. 
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J&nuary 3, 1944 
2:45 p.m. 

INTEREST PA'XllENTS ON DDUND DEPOSITS 

Present: ilr. Preston Del&no 
itr. Ranaca 

H.W. JR: Oppegard, who is he? 
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YR. DELANO: He used to be Deputy Comptroller before 
I cue in here. 

H.W.JR: I knew the nue as fudliar. 

What the beck is this? (Refers to »r. D lano' s 
memorandum to the Secretary dated January 3, !944, 
copy attached.) 

WR. DELANO: It boil s down to this, that the Federal 
Reserve Board under authority granted to i t from Congreaa 
baa dtcidtd that the abaorPtion of exch&ngt for depositor• 
account• ia indirectly a payment of intereat on demand 
deposita. Now, that has precipitated quite a quarrel, 
because the FDIC is the guardi&n as t o who the main 
benefioiary ia of this practice. 

Thera haTe been quite a few protests on the Hill, 
particularly f roa the South end Georgia, those saall banks 
who are again largely beneficiaries of the practice. 
They han proteated to the House Banking and Currency 
Committee and started hearings on the sub ject, 

Now, there ian't any question but what under certain 
circumstances, such as this particular Lincoln, Nebraska 
case, the absorption of exchange i s an indirect method of 
comfenaating for dusnd balances. On the other hand, there 
ian t any question but what there is a large popular view­
point out in the smal l banks which Crowley is capi taliz­
ing on, to l et them keep on doing the thing. That i s 
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the reason •hl I think that he baa taken that position. 

H.M. JR: Crowlef? 

l&R. DELANO: Yea. 

Ae !ar ae we are concerned here, we are not polic7 
makers in thie pertioular thing; we are charged w1th the 
reeponeibilit7 o! carr7ing out the law ae interpreted by 
the Federal ReaerTe. I haTe tried to keep ue definitely 
in that position, as pure polic.men on the beat, so 
to apeak. o! this regulation. 

Now, what Ronald wants to do ie bring 7cu up to 
date on this thing. ll'e han hearings onr here, and I 
prcbabl7 am going to haTe to teetif7 next week. 

H.ll.JR: Which way? 
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MR. DELANO: I wae going to talk to you. I have been 
trying to talk to Dan about the thing. 

H.ll. JR: Dan is acroea t he street. Wh7 don ' t I 
l isten and just eee- · 

KR. DELANO: That is the thing to do. Later on we 
can do thi a more freel7. 

(Mr. Ransom entered the conference. ) 

B.M. JR: I appreciate your calling me up on m:r 
tenth anniTeraary. 

KR. IWISCII: Sorr7 I didn't get you in person. 

B.K.JR: I got your meaeage, anyway. 

KR, RANSOM: Mr. Secretary, I wonder i! I ma7 take 
ten minutes to tell 7ou a ten-year story. 

H.ll.JR: That is a year a minute, 
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MR. RANSOW: It is covering a lot of territory but 
your time is well occupiedi and better occupied th~ on 
this, but I thouint it wou d not be fair to you or fair 
to ue if I didn't bring you up to date on it, in view 
of the faot that this past week both Senator Barkley and 
Ch.airman Spence of the Houee Banking and Currency Com­
mittee took the matter by letter to the White House and 
the White House in turn sent it over and asked us t~ 
prepare replies, which was a eanewhat difficult aesignaant 
because, of course, we had to avoid arguing a case about ' 
~nich we feel somewhat strongly, and try to rest it on 
merely objectin and factual baaea . 

I thought it was possible that it mignt coma up 
sOIDallbare a.nd you migllt be caught woolly unaware. It 
ie quite a taapeat in a teapot, but because it largelY 
canes out of a, own Southern area of this country, theJ 
can raise a considerable disturbance over a rather small 
matter. 

In 1933 Congress, in the Banking Aot of that year, 
prohibited the p&yllant of interest on demand deposi·te 
by msnber banks directly or indirectl7, or by any device 
whatsoever. That prohibition grew out of the realization 
that Senator Glasa very eloquently stated in the record 
that the competitive bidding for demand deposita on the 
part of banks had led to a very distorted picture, had 
caused funds to flow into the speculative market, and 
caused many bank failures that added up in the sua total 
to the oa taatrophe· of ' 33. 

I am glad to say tbat Congress has never sean fit 
to repeal that Act, or to weaken it. 

In 1935 they somewhat implement~d it by giving. the 
Board additional authority to deal wlth the re2Ulat1on 
more epeoifioally than the · ~3 Act had dona . rt baa 
bean a bothersome question, the struggle for ten years 
to enforce the law. 

Now the bankers on the whole approved it in the 
beginning. But no aooner did they find thsneelvea faced 
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with something that I am quite aura they wanted than their 
ingenui tT atarted to work, and they cQDDlenced to find 
waya to evede that prohibition , It became a growing 
perplexity and troubleaane thing, and I am glad to say 
that to the best of my knowledge and belief we are 
completely in agreement with the Comptroller of the 
Currency' a office, He can apeak for bimae.l.f , We have 
found that moat helpful, moat cooperati ve. 

The aatter would, in mT opinion, now be complet ely 
operative and e.ffe ctin if our mutual friend llr , Leo 
Crowl ey had not somewhat intervened and takan a quite 
contrarT position, That ia nothing naw, because be baa 
been on the opposite aide of our effort to enforce this 
l aw for the whole period since ' 35, He baa the aue 
regulatory autbori tT• 

H.Y.JR: Who rune FDIC theae daTa? 

.MR. RANSOM: I am aaauming Leo does, but I don ' t 
know. 

H .~. JR : Ia there somebody over there who gives it 
hie time? 

MR. RANSOM: In thie particular matter, my guess 
would be that it come• from sane of the staff people 
who have considerabl e feeling, apparently, about it. 
The attitude baa been that now that we have discovered 
a WIT to enforce the law, the ultiaate result ia either 
one of two things, that we will have to take one further 
atep and prohibit all bank service chargee, which is 
utter nonaenee, that ia, not paying interest~ It ia . 
causing the deposi t or to p&T the bank aanething for bia 
service, We have already anawered that. 

SeoondlT, it may lead ultimately to a par clearance 
17etam, I have assured Leo and everyone else that it 
might be a by-product, but it was not thei r objective, 
It baa nothing to do with our position or the law that 
we ere called on to enforce, the law aa it ia written. 
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Now, back in '37 the Board had been working to came 
to an agreement with FDIC on the language of their · 
regulation. We wa.nted it unifol'll, but our position with 
all reason, ia thiat that if you prohibit the pa,ae~t of 
interest direetl¥ and aho indireetlr and the banks 
absorb a large quantitr of out-of-pocket erpenae for 
same depositor, that ia an i.ndirect payment of interest, 
To illustrate, a certain small numbe~ relativel~ of banks 
of this country charge exchange on their checks. In the 
aggregate it comes out a pretty large total, hard to 
estimate, but I have guessed on the record that it mar be 
between eight and ten million dollars , That ia the beat 
guess I can make, 
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Now, the bank practice baa been this: It existed 
before the law. They merely emphasized it when they were 
prohibited by paying di rectly. They take a certain number 
of favored accounts, either correspondent banks, country 
banks, or city banks, for tnat matter, or a nuaber of 
large corporations, The railroads, the utilities, and 
local interests that carry large balances--they are i.n­
dulging in what Congressman Patman and Congressman Crawford, 
in some hearings we have been having1 have well pointed 
out were nothing more than secret reoatea, and that they 
say, "If you will carr1 a certain balance with us, the 
earning value of that balance at prevailing rates will bt 
so much to ua, and to that amount we will absorb your out­
of-pocket expense, your exchange charges . • If that ia 
not an indirect payment of interest, we can ' t under stand 
the English language. 

Now, as Kr. Delano knows, we struggled very hard 
for quite a few year a to fi.nd a workable answer , In '37 
same sixty-odd Congressmen asked me to come up there one 
afternoon and diseuse it with them, not as a committee, 
but quite informally, I spent the whole afternoon and 
another afternoon wi th Kr. Doughten and a group he had 
called into hii office, QQr regulation provided that 
effective on a certain date in the then future the 
definition of interest would include the absorption of 
exchange charges and other out- of-pocket expenses. 

They asked i f we could defer the effective date of 
that provieion of our regulation for sixty days ao that 
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Congress might work out a solution more eati sfactorr to 
Congress, i f they concluded to work out a solution at 
all. we gave tham the sixty daya, of course, and t hey 
have bad seven years and never <lone aeytbing about it. 

Now, this time when it came up again on quite a 
different aet of circumstances, the first thing that 
occurred to any of them was to get another seven year 
postponement by askin,g for aixty daya. 

In the meantime, the Comptroller of the Currency, 
well within bia right, had asked ue for a specific ruling 
on a specific case. We changed our regulation to become 
uniform wi th t be FDIC, ao that we would not malta any 
more hypotbeti cal rulings or t ry to define interest . We 
would reat on the general law of wbat interest ia. We 
would search the facta o! every caae that came before ua 
properly and make a decision, case by case , 

The Comptroller brought up a case some t ime in •sa, 
I believe, 

MR. DELANO: Yes, early in ' 38. 
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YR. RANSOM: It was under constant advisement and 
discussion by these thr ee Federal agencies cf bank 
supervision. We had innumerable conferences. We discussed 
it with an adviaor1 council, with bankers. We tried to 
find the beet posu ble solution . lie 1o110ted to be right 
this time. 

Again in ' 42 the Comptroller reminded us, part of 
a sarles of correat ondence, that we hadn't yet ruled on 
tbie case. !nd aa l have tol d t he committee of Congress, 
if any criticism is i n order, it should be criticism 
directed at our inability ae to the enforcement of the 
l aw, To that we replied to the Comptroller that under 
the facta stated, which fully bear out our position, in 
our opinion that was an indirect payment of interest. 
Briefly, t hat bank was absorbing eighteen thouaand.dollara 
a year out of twenty-five thousand dollars of poss~ble 
abeorftion . In innumerable cases-- there ••a al~aye some 
relet on to the balance maintained, a ver1 glar~ng case, 
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But to be sure that Congress knew what we were 
doing, because I had had a gentlanan' a agreement with 
Senator Wagner and Kr. Steagall, I wrote them I think 
on August 6, and I said that these facta had bean prea~nted 
to ua by the Cam~troller of the Currency. I recall our 
informal discusa1on and your request that we defer for 
sixty days ao that you could find some other solution, 
and we are now up against making a decision on this case 
on these facta. Here they are. This ia going to be our' 
decision : This let ter we sent to the Comptroller on 
the twenty- third day of Auguet--thi• waa the ninth day 
of August- -actually after &a~ing done that, we, of cour se, 
sent copies to Leo and to Preston , 

Leo then wrote a long l etter, differing with ua, 
not in mt opinion ~alidly or substantial ly, ann then he 
did raise some question aa to our motives and our objecti~e, 
wllich the Board solemnl y answered at great length. He 
sent hie letter to Wagner and Steagall . We sent our 
reply. So before this ruling or decision was published 
in our September 143 Federal Reserve Bulletin, the two 
chairmen of these two committees had had three separate 
noticeai three separate letter& of sane l ength, explaining 
the who e situation, and aa yet I have never heard from 
Wagner and I have never heard f rom Steagall before his 
duth. 

We published the ruling; the result was that banks 
all over the countr,y, reading the ruling and the decision 
in the li~t of their own practices{ started di 
started ooeying the law, and compl¥ ng. 

Now the net result of that was they wanted to act 
collecti~ely . They wan t ed to do it all ~~er the Uni ted 
Statea at once, every bank. They couldn t do that , so . 
they took it bf clearing houaea, and they arbi trar!;} 
selected aome date in the future on which they sol Y 
reaoluted, i.n effect, "'n su ch and auch a day we will 
start obeying the law." That ran f rom December through 
January, e~ery group picking ita own date . But because 
somewhere down in the State of Georgia some bank decided 
on January 1 and caaaunioated that decision to ita 
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correspondent banks, they took it up with Congresaman 
Paul Bro'llll f roa Georgia and said, "ll'e want a little more 
time to think this over. We ought to have a little more 
time.• And Paul picked January 1 as the effective date 
of our regulations, which was sheer nonsense, because 
whenever the Board decided a case, that decision was 
immediately, that day, applicable. 

Well now, the Comptroller'• Offloe could not make 
all the banks obey at once, but they found they could get 
t hem to obey grouf by group. And I wl.ll say that the 
Comptroller ' s Off ce has done a magnificent job, and the 
Federal Reeene Banke hen, I hope, eupportea their 
position. We have tried to make them do it . l>o the 
en!oroanent agencies, the Federal Reserve Blnka and the 
Comptroller, have been applying the enforcement to thla 
particular problem. 

111 

That put the pinch on the country banks whoee exchange 
was being absorbed in the city banks, a perfectly non­
sensical procedure . 

H.M,JR: I will have to atop in a minute or two. 

WR. RlNSOY: Yea, air, I know. 

The city banks make more than the count ry banlca get 
paid. We have hoped and urged t he country banks to use 
their o'llll mon•r· We have made it possible, with yo~r 
helf to make t available to the country banks to 10veat 
it ~ Govel'llllent bonds and be perfectly liquid and make 
an earning. 

Now that all resulted in a request froa Spence that 
we attend a aeries of hearings, and we were there for 
five daye . 

H.M. JR: Spence? 

WR. DELANO: Chairman now of the House Committee. 

lo!R. RJ.NSW: He is frCill Kantuclcy. 
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Now, the reuon )(r. Bt.rkley and Kr. Spanoe had 
pressure ia not from the twelTe .mall banka i n their 
State that oharfe exchange, but f rom the large city 
banks in LouisT lle that absorb exchange for innumerable 
other accounts all around the country. 

If this thing is allowed to go on and not enforced, 
you will han a terribly distorted banking picture. You 
have the FDIC and t he bovernment guaranteeing bank 
deposita and then a little bank in Jacksonville--• 
suburban bank in one year want from eight hundred thou­
sand of deposi ta to well over seven million by openly 
soli citing the correspondent bank balances on an absorb­
ing basis . Now, we are up against that, The thing will 
be terribly distorted if we can't enforce it. 

H.K. JR: You (Delano) and Bell and I can get 
toget.her in a couple of days. You tell Bell. 

lffi, DELANO: Yes. 

H.Y.JR: Then we will not wait seven years to give 
you an answer. 

14R. JUNSOll: You boys are doing nerything I could 
ask you, and more. There ia n6 possible complaint, but 
the tact that the matt er camea to the President's 
attention ia an outrage, because it shouldn't at a time ;. 
like thie. Now, I han done the beat I could in prepar ing 
the replies for hia. 

H.Y. JR: Well, I appreciate it very much. 

KR. JUNSCio!: We han no ditterencee with the Camp-
t roller. · 

H.Y. JR: Well, neither haTe I. {Laughter) 

»R. RANSCio!: I hope you will have none with us . It 
the mattera need further explaining, I am always at your 
eenice. 

lffi, DELANO: Will you keep that here? 
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January 3, 1944 

!JE!.!ORANDU!i FOR THE SECRETARY: 

In Re : Absorption o£ Exchange 

The Banking Acts of 1933 and 1935 prohibited member 

banks from paying interest on demand deposits "directly or 

i ndirectly, by any device wh6tsocver ." Tiw 3anking Act 

of 1935 supplemented the foregoing by authorizing the 

Board of Governors of the Federal Reserve System "to deter­

ml:le what shall be deemed t o be a payment of int erest", ani 

also provided that the FDIC "shal l by regulat ion prohibi t 

the payment of interest on demand deposits in insured non­

member banks . " 

In November 1935 the Board of Governors adopted a 

regulation defining "inter est" to include the' absorption by 

a member bank, for a depositor , of exchange and collection 
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charges which involved out-of-pocket expense . However, 

because of the opposition of the FDIC to this regulation, 

and also at the request of the Chairmen of the two 

Banking Committees of the Congress, the Board wi thdre\7 

the regulation, and the matter lay dormant until February 

1937 when the FDIC and the Board of Governors adopted 

identic regulations providing that "any payment to or 

for the account of any depositor as compensation for the 

use of funds constituting a deposit shall be considered 

interest ." This was· followed by a joint press release 

stating that henceforth the question of what in a particular 

case is a payment of interest or a device to evade the pro­

hibition against the payinent of interest would be, for 

both agencies {the FDIC and the Federal Reserve S,ystem) 

... 
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e matter of admini.strative determination as specific cases 

might develop . 

On June 22, 1938, the Office of the Comptroller of 

the Currency, through Mr. G. J. Oppegard, then Deputy 

Comptroller, presented to t he Board of Governors of the 

Federal Reserve $yste~, a question as to whether absorption 

of exchange as practiced by the National Bank of Commerce , 

Lincoln, Nebraska, constituted a payment of interest on 

demand deposits. Ur. Oppegard referred this question to 

the Federal Reserve Board because of a request for such 

a decision by National Bank Examiner Ulller who had just 

completed an examination of the bank in question. From 

time to time similar inquiries were fo~tarded from national 

bank examiners , and the of f ice also was pressed for a 

decision by several compet ing banks who saw in the practice 
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a threat to their own operations . These recurring in-

quiries from national bank examiners and national banks 

were responsible for the reiterat ed requests by the Office 

of t he Comptroller of the Currency to the Federal Reserve 

Board for a ruling. In the September 1943 Federal Reserve 

Bulletin a ruling was published finding that absorption of 

exchange as practiced in the Lincoln, Nebraska case con­

stituted a payment of interest on demand deposits and was 

a violation of Regulation Q. The Office of the Comptroller 

of the Currency promptly called to the national bank 

examiners' attention the Board 's interpretation and in­

structed them to be guided by ita general principles in 

detennining whether ba.nks which they examine aue violating 

Regulatio~ ~ Federal Reserve examiners were similarly 

ins true ted, 
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The Office of the Comptroller of the Currency is 

obviously not charged with the responsibility of making 

policy in this matter but is clearly charged, so far as 

national banks are concerned, with supervisory responsi-

bi lity to see that the law, as interpreted by the Federal 

Reserve Board, is obeyed. 
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Many small country banks who realize a substantial 

income from this practi ce of absorption of exchange pro-

tested vigorously to their Congressmen at the promulgation 

of the Board ' s ruling based on its findings in the Lincoln, 

Nebraska case. As a result, hearings on this matter were 

held by the House Banking and Currency Committee in December 

of last year . These hearings were largely taken up by the 

testimony of Governor Ransom and Governor McKee, who testi­

fied in favor of the Board's action, and by Mr. Crowley 

I 
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ar~ Representat ive UcGehee of Mississippi, Who presented 

the cont ra view, Less than hal f the Committee members 

attended the hearings, and no legislation was drafted, 

It seemed that the majori ty of the members present (in-

eluding Brovm of Georgia, Folger of llorth Carolina and •• 

Rol ph of California} were not sympathetic to the Federal 

Reserve position, although Patman of Texas and Crawford 

of Mi chigan strongly assisted the Board 's representat ives , 

and a few others , i ncl uding Ford of California, tended to 

agree. The House Banking and Currency Committee adjourned ... 
curing the holiday season, It is understood that hearings 

will be resumed shortly after the reassembling of Congress 

next week . 

P..u L~'UG.uo 
Prest on Delano 
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J anuary 3, 191:4 
2:51 p . m. 

E}!J r : Hello . 

A::Jbaeeador 
Gromyko: Hr. Secretary. 

HHJr : How are you? 

a: Good afternoon , l·!r . Secret a r y . 

;;~!Jr : Hapoy New Year. 

G: 

ffi!Jr : 

G: 

~1!Jr : 

G: 

H!-!J r : 

G: 

HllJr : 

G: 

G: 

!!l!J r : 

G: 

l!l!J r : 

G: 

Thank you. 
you. 

Thank you. 

I am all right. A Ha9oy New Year to 

l!r. Secretary, I want to i nform you ... . 

Yea • 

. . .. that three ot the me~bere ot the Soviet 
Financial Delega tion are abou t to l eave !!oscow 
for t he United Sta tes through TeHran by ol ane. 

Fine. 

I recei ved th1 s informa t1on f r om Nosoow. 

I 1 m deligh ted. 

And the second, t~~ ot the oe~bers ot the delegati on 
are i n th e United States already. 

I s ee. 

One ot t h em, Hr . Shirmanov, "'ho served on the -­
also as a me~ber ot t he delegati on to the Atlantic 
Ci t y conference. 

Oh, yes. 

And the second arrived some dey s ago i n the United 
States, too . 

I see. 

And I t alked wi th Dr. White today. I think it would 
be wise for them to meet one another and to talk. 
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G: 

ifl.:Jr: 

G: 

G: 

- 2 -

I think that would be fine. Have you arranged 
tha t? 

Yes, I ehall advise our representatives to meet 
Dr. White. 

Fine. And when they come from Hoscow, I hope 
that you'll have t i me to introduce me. I'd l ike 
to meet t hem also. 

All right. Thank you very much. I will do this. 
And head or the delegation is still in the second 
group -- did not arrive. 

120 1 

• 

I had some very vodka and caviar last night, thanks 
to you. 

(Laughs) And good aopeti te7 

All my family enjoyed it. 

(Laughs) I'm glad. 

Thank you. 

Thank you. 

Good bye. 

Good bye. 
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J anual'1 3, 1944 
3:30 p.:a. 

DISPOSITION OF SURPLUS COMMODITIES 

Present : )(r. Sullivan 
Mr. lolack 
Mr. Fox 

H.M.JR: Thia letter which I got doesn't suit 
me at all. In t he fi rst place , unless a man is an 
expert , he wouldn't know what the heck you are talking 
about. Have you got the other! 

&lR. SUlliVAN: I have, ai r. (lolr. Sullivan hands 
Secretary draft ll of the Bo~ letter, attached. ) 

H.M.JR: Because what Dr. Bowman does, in so Jll8D1 
words, i a aoouae us of playing politioa, 

MR. FOX: Really! 

H.M. JR: Are we giving New Hampshi re and Vermont 
stuff and Maryland none! 

YR. WACK: No, air. 

B.ll . JK: Because if they are, John wants to know 
about it, because he want s to claim credi t . 

lo!R, &JWVAN : Yes. 

KR. lUCK: I will give you the story and then 
~erhaps John Fox has aome detaila of t hia particular 
1natanoa. In the State of lolaryland there were five 
proj eota, ao- oalled ahop facilities, containing machine 
shopa, wood-working ahopa, and eo forth, reported to 
us by NU. 

Two of those ahopa were in uae on June 30 for voca­
tional training, ahared in by the State and by the NY!. 
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Therefo re, under the law, those could be transferred 
by l~an to the State, if t hey asked for it. We did 
rece1ve reque~ts and we made the loans. 

Now, the property which Dr. Bowman is t alking 
about doesn' t fall within that category. He is asking 
fo r property which the .f.rm,y and Navy and all Federal 
agenci es have first choice of, and the property taat 
we could properly transfer to him would be subject to 
any excesses that might be left over after the Federal 
agencies speci fied what they wanted. 

In this case, Dr. Bowman called for all of the 
equipment at a proj ect in Baltimore, and aa a matter 
of fact, the ~ and the Coast Guard have called, I 
think, for all of the equipment in each case. 

Is tha t right, Fox? 

UR, FOX: Yes, sir. 

MR. MACK: .f.nd John is now in the procesa of de­
termining - checking, item by item. From the looks of 
the fil e, there just i sn' t going to be anything l eft 
in this property • .f.nd we couldn' t give i t to him with­
out taking care of the .f.rmy and Nuy and Coast Guard 
needs, first. 

Now, ~: t~ere is any property that is returned, or 
if there i s any property made available, such as he has 
asked for, whi ch is sort of a remo te possibility, then 
we would have something to turn over to him. 

But the way i t is now, that is a rather remote 
possibility. 

HZ, a~t~o~~a) We!l, let me write a letter. (Dictates draft 

MR. FOX: You might be interested -when he. was 
t~lking with me at one time on the phone he ment1oned 
teat he wondered - he supposed the usual way to go 
after this ~as to get tbe proper Congressman. 
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H .~ . JR: He said that? 

LIR. FOX: Yes, to me; and I said, "Dr . BoWIDllll, we 
are glad to talk to Congressmen, but we also like to 
deal with college presidents . We could do business with 
ei ther one. 11 So I am interested here ; it ie the first 
I han heard of it. I! anybody mentioned politics, he 
was the one who originally thought it up. 

H.Y. JR: He says in his letter that we are doing 
this on a political basis, which is terribl e; and then 
be ends up by saying that, of courae, if he comes over 
to see me, he could fix it up. I would like to uack 
this so-and-so down good and bard. Don• t weaken 1Cf 
letter too 11uch. 

KR. SULLIVAN: 111 right, air. I will trr not to. 

What is this Vermont and New Hampshire business? 

UR. FOX: I don't know about that. That is sane-
thing else again . 

H. ll . JR: I t hink you ought to put in the letter, 
"Of courae, if you have any facta on which to baas your 
accusation, I would be glad to receive them." Do you 
see? 

KR. SULLIVAN: That ia right . 

H.li. JR: But I would gin it to hia d ght between 
the eyea. I had a run-in with him four or fi ve years 
ago. He acte4 very peculiarly on something. 

You were perfectly courteous to him, weren't you? 

MR. FOX: Yes, air, I think so. He was very 
pleasant. There waa no question at all - he rather 
laughingly brought the thing up, and I laughingly 
replied to hill. 
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H.U.JR: You would have to go throughhis Congress­
man? 

MR. FOX: Yes. 

H.M. JR: I thought you had c!eaned this all up, 
C!iff. 

MR. FOX: This is all c! eaned up. He is in line 
with about snen other s on this "not in use" c.uim 
in liaryland. We han two Hats a mile long from Army 
and Coast Guard that we can't fi!l yet, you see. 

H. j .JR: Things they want? 
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WR. FOX: Yea. Of course, they pick and damn a little. 

H.M. JR: Is it safe to say that everything you 
have tha AriD¥, Navy-, and Coast Guard have a use for? 

JAR. FOX: That machine shop stuff, yes . We have 
a l ot of beds and stuff that nobody- has picked up yet. 

MR. SULLIVAN: And automobile r obes. 

H.l.! . JR: What is this place he spoke of where there 
i s a machine shop? ; 

/.tR. IIJ.Q( : Mananas, Virginia. 1'hat is an entirel1 
different proposit i on, beoause at Manassas, Yi rginia, 
that unit wae in use on June 30 ; therefore, it canes 
within the category of giving the State the first chance. 
They were in to aee us, as a matter of fact, last week. 
I t i~ still being discussed wi th them. 

H.M.JR: Tell me thia - we!l, we wi ll have him come 
over and have some straight tal k. Hut ge t that letter 
to Mrs. MoHugh i n the morning. 

}(R. SULLIVAN : Yu, sir. (Final draft /i3 , attached) 
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H .~ .JR : What about your tour thousand motor­
cycles? (Refers to attached notice signed by Yr.Mack) 

MR. MACK1 About forty-eight hundred or so Indian 
motorcycles, special order jobs, built for the Army, 
and we t hink t hat fi rst we ought to see what can be 
done about cancell ation with the manufact urer , and 
failing that, then to go through--

H.M. JR: How can you cancel with the manufacturer? 

)IR. W.CK: Well, it is a bit optimistic. Tell thm 
that here they have orders for two or three years , and 
now we have fou r thousand on band, and try t o talk them 
into a trade, if we can , ~e would hate to have them 
saying, l ater on, i f we had only told t hem they would 
have t aken them off our hands. 

H.M. JR: By States 'I 

1\R, SJLLIVAN: Yes . 

H.M. JR: New York Ci ty will t ake them alone, I 
think. 

UR. MACK: There is an interesting story there . We 
have been checking into these motorcycles and they cost 
just about fou r hundred dollars each - three hundred and 
ninety-eight, or sometning like that ; they are a low 
compression engine, buil t for strictly military use. It 
compares to the small mode! civilian type motorcycle 
which haen' t been in production for a couole of years, 
that sella for about two bund~ed and twenty- five dollars. 

H.M. JR: You mean as t o power? 

MR. MACK : Yes, it bas a limit of sixty-fi ve miles 
an hour speed. These have a special rust-proof job 
and special ~aint job. They were ear-marked, evidentl y, 
for the Bri t ub. 

Wh. SULLIVAN: You can s till get your t hree hundred 
and ninety-eight for them, Cliff, 
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MR. ~CK: We are going to look up every angle. 
Our idea lS to go through the municipal organizations 
after first , of courae, .olearing with the manufacture~•, 
and so forth. 

Incidentally, we have five t housand more motor­
cycles reported today. They are Harley-Davidsona, the 
heavy model, and we will follow the same procedure 
there, if that is agreeable. (The Secretary signa 
Ur. Vacle' s memorandum entitled, "Program for Disposi­
tion of Surplus Yotorcyclea" ) 

H.!.! . JR: Same kind? 

lift. lUCK: Yes, si r . Now, between now and January 
31, we will have about ninety-two hundred trucks 
declared to ua, 1~39 or earlirmodela - no further 
miiitary use . We have cleared with OPA. There are 
no established price cei lings, but we have arranged 
for them to work with us in the regi ons they are de­
clared. 

H .~l . JR: Do you do this by bide? 

MR. lUCK: We thought so, yea. So that there won't 
be any question about equal oppor tunity. We are think­
log t here of going through the factory dealers , the 
independent dealers, which ia a big block, and th rough 
far111 cooperatives. ;e are Mrking with Agriculture and, 
by the way, the Secretary of Agriculture sent over a 
Mr. Sima from oia off ice in response to your l etter. 

H .~I. JR: V.as he helpful? 

l.(JI, t.LtCK: Yes , and he is working with us . Also 
Mr. Kramer. 

He told me th.a t be would like to have you know -
as you probably do - that the Secretary of Agriculture 
ia away, and there will be a formal acknowledgment 
later . 

126 1 

I 

Regraded Unclassified



- 7 -

H .~. JR: Do I keep this big thing? Refers to 
chart) 

Mk. MACK: No, that is a break-dow~ of ~l the 
t rucks , kind and makes . 

H. l4.JR: Are you going to cilit by bids? 

MR. MACK: There may be cases where we would have 
to negotiate, if we found that t here was a definite 
need, for example, through the county Farm Bureaus, 
and we may have to, in thoae casea, ne6otiate. But 
we would see t hat it was administratively controlled. 

H.!.!. JR: Vihat dia you do about Front Royal? 
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!.!.!, MAO<: Front Royal - we checked with Agriculture; 
firs t we checked as to t he kind of horses, and we found 
that only about ten percent are suited for work, and 
tna t is very light work, and the rest are cavalry horses . 

MR. FOX: Riders . 

H. !A.JR: You can't give them away. 

!.I.R. !.UCK.: That is it. 

)(j(, FOX: Half of them have been out on the range 
two years or more, loose. 

WR. UA~A : Costs about seventy-five cents a day to 
feed them. 

H. M. JR: I have seven right up on mf farm. If you 
fi nd out how to dispose of them, let me know, will you, 
please? 

Mil, MACK: The fellow who h working with us -wlll, 
I guess you know him, Finney. 

MR. FOX: Coast Guard. 

(Memorandum entitled "Program for. Di s~osition o! 
used Motor Trucks, ~odel 1939 and tar11er, attached, 
signed by the Secretary) 
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Ill<. IU<K; . He ia Secretary of the ILt.ryland Breeders 
Association . He aaya he knows you. 

MR. FOX; In other words, an auct ion ia going to 
be neld on the 12th, 13th, and 14th. 

H.M. JR: At Front Royal 'l 

~ SULLIVAN : Yes, and others along the coast, too. 

MR. WACK: That ia ahearlinga. We haYen•t actually 
receiTed the declaration on shearlinga, although we 
understand seTenty-fiTe carloads were shipped to ua. 
We are sel ling those through commercial ohannela, and 
you will be interested to know that when the ~ 
started to buy ahearlings - t he Ai r Corps - the OPA 
ceiling waa kicked out and they were selling around a 
dollar and a half - another special order job - moth­
proof, and this and t hat. 

MR. SULLIVAN: Three dollars . 

li.R. ID.CK: Before t hey got through buying them, the 
price ~aa up to three-fifty . It giYea you a heartache, 
honestly. 

(The aemorandum entitled "Program for Disposi tion 
of Sbearlinga, • attached, signed by the Secretar,r) 

H.Y.JR: One thing I want to say, I think that e•ery 
time you :aake a moTe on these things, before you do it, 
I think through Public Relations, we should announce the 
thing publicly to the press . Do you do that now? 

~ ll..t.CK; They started this week to haYe a fellow 
from our place meet with Smith once a week. 
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11,r lear Dr. Is • 1 

Up011 PIMlpt If 7WJ' l1ttsr at De .. bsr 181 18411 I 
retues\14 tll• rro .. ,....nt lll'fllloe to tva1a • wltll a 
repert of pellllllf applhatlou rroa lfarrluA YOMtl.-1 
t1o11tlto aatJlor the tor lt.tl-.1 Y•tll Malailtratloa 
epl~t. 

I aa ... 111( tllat the htlc;;:sl Y•tll Yelatetratla 

Si:!'" t1 tu PrMV-t Dl.tei• tift tull1t1 ... 
two 1f u.. .. taolllths qualitl" IIMIP the l"r:f: 

of ll1olll lletlolaq !ot, l"!t appro•" lulr ll,l , 
.. MYlJII 'b .. lll 1111 .. ot ollllll :JO, 11148, ana lO&Ill lien 
~~- apprn" bz tile ProCIIlr-nt Dhltloe to lfarrluA 
•-Uoul 14uoatl• aatwitl ... !hi lu r•tulr" tllat 
1111 prop~rtr a1t le .... for n•tiOD&l ballllll& oe 
lun• ao, liU.&, wlll4 111 M~I• Qnllllllt te '"IPil ec1u1 .. 
ua tllat &Ill ...... t~ Fll1ral. n1111 ... u th•• " 1....a 
to noatlo~~al 1lueatloa .athari tl•• tor trahi1J11 pu!'1lo•n 
upoa applleatlon. I aa a4Ylte4 that there ••• •••ertl 
applleaUoes inelllliJIC one fNII lohu llopklll• tlnhereltr, 
ohlela "" dw tu propsrtr tall1D& w1tldn tlal letter 
ltterlptlea, '-t tll1 ""''''' ..-lt aot Ill tlll" beeau11 
tlatPI ae H aftila'bll propertr la tbat 11t11orr ea1111 te 
Ptleral r ... lr.,..te. Blek applleatl ... ••• 11 ... Jllll, 
'bo.ner, wltll tile tbol!lllt that la ne l'tftt proptrtr •• ....... "" ·r .... _ nlllallll thlll l t ooall Ill appll .. 
te tu epplleat oee. 

fterl llaYI 'bla -•ou• applhatina for propel'\7 
lla'bJeot te tM pn-.111011 tllat 1 t lli1lat ut Ill ntulrll b7 
Ptltral .,allea, partlt~~larlf aelala• ehope, .... aa • 
IOPIIrlaM, tU applleatloae -u 'Ill .t onl¥ to tla• 
.. ,.. tlaat tMrl ... 1 11111111. 
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I b&•• rtpetei the PrNliPftlat Dhitlca to perioUtal­
lJre'fin all pellllac applloatleu fllti bfl' .. tlft&l 
.auoatiOD autbOPiti .. to ietePidae wbetber the requir ... nte 
_.,be .. t by the poedble reltue o! lft.t lonal Youth .lc111iab­
t rat1oa propert1 11 .. in UN. 

Dr. Idu aa • 
l OMI Ropki111 llahert1t1 
BdtboPI• lilu7lui 

S.erettr7 ot t he '"tU1117 
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Dr. Iaai&h Bo .. an 
President 
John1 Hopkin• OniYer1ity 
Baltimore 18, Karyland. 

Dear Dootor ~: 

I am in receipt of your letter of Deoember 28, 
1arked "Per1onal, Confidential." 

~ite frankly, I wu ahoclced at the content. of 
your letter. Kay I plea1e infora you on the record -
because I han no businea1 in the Treuury that ia not 
o!!ieial and on \t)le record - that I do not know what 
you are talklng ~~bout whan you refer to "the attitude 
of the Sun paper• or of GoYernor o•conor' a position 
on centralized Federal power. • 

Nor doea anybody in the Procurement haYe any 
interest in or knowledge of the political aituation 
which you refer to. Tni1 i1 the firat time, to mf 
knowledge, that anybody baa uoueed Procurement, 
baaed on eithe.r ruaor or gouip, that they do buai­
nell on a pol itical baaia. 

In Yiew of the t.portant poalt ion which you 
occupy, I would be gl.a to han you cou to the Treuury 
at your conYenianoe and di1cuae thl1 matter 1D greater 
detail with Kr. SulliYan, Aaai atant Secretary, and Kr. 
Uaek, Director of Procurement. 

I aa ancloaing a meaorandua herewith, giYing you 
the facti. 
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PRiSE!! SUIPLIIII 'l'U U. I. blilr lla1 rtl111t4 \1 11 _., 
IIOtOrtJtliiJ lid al\1 a\ hUt liMit-~ ltPH{J 811 
wtl at Spr1JIIlltll, ••aulaa11\!:f IIW alh a 
Toorh .. nillt, In York ... 1100 h at lllllra, In York. 

COIIDITIOia In • -•14 allltan IIOI1la wl\bod tile _,,, 
putiafi{ l1M811Mlll IDl era\tl. !IM11 Mhrt71l11 are 
1111'pllll o pn .. t 1iu' DIJu'beat ul41. 

CooperaUa 
Of'floeot 

Dtftue Traupertat111 llll QfflH tf Prill Aala.t.tratilll 
111 4thra1&illl pP1trlt111 fOP lllllltlal Nf11l .. tllh for 
t he war effert lal applloable prlet eellllc. 

!nufu to othtr OonPDMat 
,..,.,~ta.~llll w1 tb the -raotv .. 

equltablt to tu npportl4 II'CIIllA· 
tlone tor llll la bruebtiJ tbl ••14 to bt 
4ntlop14 tb.rnp ftl'iou .Uilpal A1101laUou or 
Leap••· 

CLinol I. IIAOl 
DIUOU or PIIOOURIIIIIf 
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I I ll Cllftoo I. •u 
Dlrootor of Prooure .. ut 

APPROYID I ' \ 

, fkha~., I 
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PIOOIWl rca DDJPaJI!I<II or mav ,.,. 

PUSI!i! AID IIDICl!ID SUIPLIIh fte Anr llr ~~hal 
releuil to v.a a\ BJNIIlll, *- Tll'k 86 MPlMb, apprui· 
•t•l.J l,l'Tl,UII ••· ft. of lhearllllaa. fM7 Mataplate 
rtleUllll Ill 144ltloul tliiJltl~J or 1,1181,181 ••• ft. 
looat.a at Topeka, rauu lll4 ...,.,.,, , ......... 

cca>ITiflh 11w - ""'"• tuaal ... •t!l-preottl, -1 
tliloblua ~'"f.!/.:·laeh te 1-lau. U11 at MMPll.Dp 
41aoontlue4 bJ S.l"flHI u fit llllJ, lMI. 

Prhoa ee, after -~14ltrb& 
o! fU'IIIIItl t!IIH ehearll.Dp 
aeo a.a ut to u• t!l-. 

I fU a.b 
.. releral 

..taatvl.lc 
be v.UlJ.atl, 

RICCIIIIIIDID DISPOBI!I<III To be aol! to .-relal tr141 1a 
oon}uotloa •u nqv.iHMnta ..ae lmta tlaroiiP till Off1H 
o! Ch111u Reqv.lr••llt, !utUe lUll Llathn lrueh of the 
Jar Pro4v.ot1oa Joar4, at C!i" to 'M nabatal ln keeplJII 
with the Qf!loe ot Pr1H nhtratla. .E!!ort will be 
made to diepoee of the•• through tbl orl«inal euppllere. 

CLII!<II I. llCI 
DIUCT<& , PiOCUUUii' 
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!!eet.ing in the Secretar:y•o Ottico 
llonda;y, Januar:y 3, 1943 

3:45 P.J.[. 

Present: Secretar:y l..orsenthou 
Aaeistont Secretar:y l!cCloy 

War Department ' 
llr. Vobits 

~· etsnotypiet was present and tbe Secretary asked ~ r . UcCloy 
whether it was all rigllt to have her there to teka down the conference 
or wollld he prater tilat she weren't. present. l!r. !lcCloy replied that 
he thou.!lht it wollld be bettor not to have her. He aa1d that the 
Se<:retary could make notes about the JT.Set.ing attar the ceeting if he 
tllou;;ht i~ wise to de so. b-. l!cCloy said he come obout tooo things. 

1 . He said tna~ he intonoed l!r. SU...on t.luit Secretary llorgenthau 
naa roco-nded Currie and baa spoken to tho !'redden~ abou~ it and 
o:nn Secretary S~on had been •aa a:ad as a boll• &D<i baa saia he 
dian I~ lfllllt Currie """ '110\lld not take Currie woes tha Pre .. ident 
ordered Ilia to uo so . Fllrtberoore, no uid till t Secretary St.i.mson was 
quite angzy thot Secretory llorgenthou should have apoken to tho 
!-resident about Currie before he haa spoken to St:lason about hill. 

Secretary l!orgenthou explained that he had apoken to the Pres ident 
because Currie wae still one of the President's assistants 4ncl the 
proper thing to do was to speak to a man •a omployer and get his 
approval bo!ore recommending him to another job. Apparently tJr . •lCCloy 
uia not know t.hat Currie was still one or the l're&ident•s assioumts . 
ino ::>ecretary replied that so far aa he knew ha 'waa and that he would 
appreciate it 1! Ur. l!cCloy "ollld explain to Stimson that he had spoken 
to wo !'resident becaUBe of that fact • .. 

I r . l:.cCloy aaid that. he undaretooa tha~ Currie was doin6 a poor 
Job n F>!A ana was going to be fired fro• that job. , ~. Uccloy said 
he got it fro" a very high authorit,y in the ~·<:A . lo:r. LcCloy added 
tho~ the Arrr;f """ were not fawrably !Joproaafl<l with l11a. 

136 

The Secretary replied that 1! Currie no to be aaked to leave 
the FEA he could assure J.:eCloy thot he {tho Secretary) had no intimation 
or lt . In fact he oaid that Currie wao not certain lfhether be would 
accept tl10 etat1on in London i! it were offered to h:la. He was 
disinclined to take it. The Secreta~)' aaid tha~ 1n his relation and 
observuion or Currie he was a firat-rats, ~op CIAII 1n the field of 
money wul finance or he wollldn't have recommended him 1! ho didn't 
!.'link ho would do a good job there . He added that he (the' Secretary ) 
WOuld be glad to give h:la a job in the Treasury. Ur . ~!c~l~y rep.Ued 
t.>a1. '"' waan•t apparently aoing a good job at FEA and hadn t cone a 
l ood job in China and he repeate<i Stinson wouldn ' t take him w ess 
the !'resident oraerea 111m to do so. J.:r. l.cCloy aaid. that "A!tsr all 
St.imaon 1a doing the hiring . • 

I 
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Diviaion of lionetary 
Rnearcb 

The Secretary replied thD.t that of eou.rae was very tru.e and that 

tho /lrl11lf was at liberty to make any appointment it saw fit, but that 

he 1rould reaerve the right to complain abou.t the appointment whore it 
affected monetary matters and it necessary to diacuaa the matter with 

the rresident 1f he conaidere<l it illportent. l.ir. llcCloy replied 

-of course." 

'!lie Secretary said that he was on:cy trying to help lo!r. StiJ!won 

avoid making a seriou.s error. He said that he hoped tho AIV1¥ wasn ' t 

going to make the same mistake as " as lll&d.e 1n the London conference . 

u-. l!cCloy oaid no they wou.ld want to avoid that. Tho Secretary said. 
•,.ow, l ot' a be perfectly !rank about thie. 'lbo Arm;/ seema to feel 

tba t tbh job 1n London ia very iaportent ana it 1a illport&nt. • It 
i a klportent beeeuaa that llfoD selected would help shape 110netary, 

economic and financial developments throughout l!:u.ropo poaaibly for 

the next decade and that it was thereto~ iloportant that IIIAin not be 
sent whc would not represent the President's views. He aaid that if 

the Army was soing to start 1n making recommendations of the wrong 
kind of men to>' this job that the President wao not going to like it, 
and that moreover tbe Preeident lligbt not a pprove their .. lection. 

He s<licl that men with the right kind of tra1n1ng who were not 
connected with aome big balllc •ore very scarce and t.ba t ha had found 

Cu.rrie extremely able and easy to get along with. The Saoretery 
added that he had opoken of Currie to the President when no heard 

tba t Cenerel t:isenhower was to take over in London because he knew 

that a decision "auld have to be made quickly 1n view of the eix 
110ntbs aall,y already and that ne wanted to be prepared with a sug­

gestion i! the Ar'IIY asked ! or one. He then infonoed. lor . l!cCloy of 

bis suggestion. J.:r , !.:cCloy aaid, rr,tell, we want s""*'ne who w1J.l. 

be "utu.ally acceptable. • 

The second thing •tr. ~\cC!oy 'Wanted to bring up was the matter 
of purchases of wheat from the Argenti ne !or relief purpoaea in Italy. 
~.r. llcCloy aaid that Tleley of the Brl tiah Treaeury bed aakecl whether 

it wouldn't be possible to have the purchase of relief goods not held 

UP by being tied with the question of Brltian aoUar balances. irhite 

explained to him that apparently he ( !.:cCloy) hac been a1ainfo,..d, 
about the Treuury position with respect to the matter. 'lllo Secretary 

asKeu L\r, 1.\oCloy whether it wou.ld.n't ba ell right if fihite explained 
it to him in White's office inasmuch aa he had a group outside and 

was aJ.reaey behind schodu.lo. l!r. J..eCloy said that tll&t was perfectly 

all right. 

The Secretary also mentioned to l.cCloy that be ned raised the 

question with the Artr1if ot purchasing when from the Argentine 1n nia 

capacity as 4 citizen. •'Why tho dovU ahould we be s pending ~75 
IIIUlion on wheat in the Argentino now if it could be bouU)lt elaewbere, 
in view of the political tu.m of evente 1n tho Argentine . l\r. l!eCloy 

replieu that ne wasn't th1nk1ng o! that aepoct of it that that ..as e 

catter o! de<>iaion with the State Deportment. 

137 

Regraded Unclassified



- J -

Division or J!onatary 
Reaeareh 

Jlr, l!cCloy then ~t on to ff1Y ofi'ico and I explained to llcCloy 
that the Ar103 had raised tho question why the u.s. Ar103 ahouJ.d bear 
the expenoe of buying wheat in tha Argentine neeaed for relief to 
Ital.y? '!be Tro&IOU%:)' had taken the position thot the question or 'IIIlo 

al>Ould pq how much abould not del.a,y the purchases in view o! tbe 
urgency o! tho Alw,y's needs, but that tho Ano;t doing the actual pro­

c.rement should advance tho money. '!he dotanoina tion o! tho principle 
as to which sovemment should pa.y what portion of rel.iet oxpon<litures 

in t hird countries would bo decided latar, by tho appropriate offi cials . 

'llle decision might involve a reimbursement of pert or all of oither 
of the A~'• expenditures l'or relief but that in the ¢eantime the 
purchases should be made by whichever procurement a gency would nonnally 

we the expenditure and aottl•ent of principle 110uld bo .ade as 
quickly as !easiole. I told l!cCloy the t l!ajor Paaer ha<l o.en handl1"<1 

the di.scussiona lli th the Treasury and 'oialoy had been in!o,.,.d of the 

decision, 'lllore was no basis for the view apperently exproaaed to 
l'cCloy by llaloy that the Treasury was in any way holding up tbe procure­

ment purchases oi' wheat from Argentine because of 8Illl question as to 
who sllould boar what por tion of the cost . lfllita went on to eXPlain 
that the queation rai.Bed by tho Secretary aa to why we needo<l to buy 

wneat t"rom too Argentino was oomethi.ng toat nos cropped up W1toin toe 

!&St f..-. days and naa notning to do llitn tlte uocision referr.a to 

abovtt. t.:c:CJ.oy suid n~ w-as &l&a to be atr•1bf1tened out on the u tter. 

tlr . LlcC~uy asked ..e 1f I kne" searloa and Hancock, thnt he was 
q-oite favornbly impressed n th them. I said I had r.eord or tnem but. 

oid not know of tllem. ur . L:c:CJ.oy said toat no nau neard Cayton was 

e very excellent ::an. I saia I t/loud>t. Cl.a,yton was a very able 
fellow inoeed . I saia that. apperently LcC.loy baa a different iaea 
ot the functions of a can " h""' tbsy wislled to appoin t . lt was our 
view in the Treasury tnat there ought to bo oomeboay on their otaff 

lffio was expert in the subject ana who could handle the tntorns t1ona1 

!inanc1&l
1 

monetary and econo~rdc problems with which they (the A~) 
were bouncl to be confronto<l. I said thet it was aot a quootion of a 

un who was a good adloiniatrator o r a l!l'od operator but ono who 
technical.ly knew the subject wall and who could advise tllo nead of 
the J.t:erican group on auoh matters. I sai<l other govonu:enta would 
have very competent men and eo to.r as 1 know the present aet-<J.p the 
U.S. A'I'1111f die! not nave any ouch one on the Alcorican side and it 
would be wt!ortunate if the 100st important country were not to have 
in 1¢portant conferences men of top abUity 1n the intarnational 
economc !iold. t:cCloy said he agreed and aaked whether I tbougllt 
Lr. Currie 'IIOuld take a second plece . 1 said I had an i dea that 
CUrrie did not soe:o to be eager to ta.<e the tint plece but I did 

not know . 

H. D. White 
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TREASURY POLICY 
Drafting of Legislation 

Present: Mr. Paul 
.l4r. Blough 
J.lr , Surrey 
Mr. o• CoDDell 
}(r. Gaston 
}lr. Sulll van 

January S, 1944 
4:00 p.m. 

MR. PAUL: I told them to let John know. Isn't 
he coming? 

(The Secretary sends for Mr. Sullivan . ) 

H.M.JR: Well , let's go ahead. 

MR. PAUL: I prepared some notes here , just sort 
of topical. I might summarize the picture for you if 
you wan t - ita development. 

You remember that on December 15 you had the meet­
ing over at Byrnes ' office. You remember what happened 
there. It waa a pretty good party line wi th the 
P?Saible exception of Forreatal. We decided to make it 
i'lt. 

On December 16 a working subcommittee was set up 
to prepare the materials to uae in dealing with the 
situation . Joe O' Connell baa been representing ua 
on that committee, and that committee - Joe can tell 
you later - juat had a meeting over in the War Depart­
ment on the question of strategy. I want to aummari'e 
the whole picture and then any of these details can 
be brought in. 
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Then you had a press conference on the 20th in 
which you made a statement criticizing the bill and 
criticizing particularlr the renegotiat ion provisions 
~b ich prompted George to replr to rou, and you decided 
not to make anr r eplr. That was the 22nd of December. 

In the meant~e, between the 16th ana' the 29th, 
The ~ar Department in conjunction with Navr, and we 
assieted, went down t o draft the Uinoritr Report. It 
was then euapected that LaFollette and Walsh Muld be 
the boo signers. 

I t now appears that addi tional people may sign, 
although it ia not quit e cl ear now - Lucas, or marbe 
Connally. 

MR. 0' OONNELL: Marbe Barkley. 

I! .J.I,JR: 'l'iho? 

MR. PAUL: We first expected merely Walsh and 
LaFollette, but it now appears that Lucas is going 
along, and marbe Connallr. 

(l4r . Sullivan e.nters the conference. ) 

},(}(, O' CONNELL: .And possibly Barkley and concein bly 
Clark, al though t hat isn' t clear ret. Those are possibly 
added. 

WR. PAUL: The draft of the Minor i ty Report wae 
sent by the War Department to Senatore Walsh and 
LaFollette on the 29t h. We had a lot of conversations 
with L&Follett.uttbat t ime , because a difference of 
opinion developed between LaFollette and ~alsh . 

LaFollet t e thought that thet•e ought to be a release 
of the report oh, as much as three or four dare last 
week when the ' newspapers didn' t have much in them, and 
a lot of apace could be devoted to t he thing. But 
Walsh waa away, and ther were 1upposed to have got ten 
together t od81 when Walsh returned. 
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It ia now contemplated that the report will be 
iesued Wedneadf1• Joe can tell you aomething later 
about that recent meeting. 

MR. G!STON: Did the Anny show us the draft of 
the report 'I 

MK. P.AIJL: Yea, we aaw the dre.ft from time to time. 
I now have a d.raft in printed form which waa delivered 
to me by LaFollette with great oaths of secrecy. 

:IIR. 0' CONNELL: That waa one of the aaaignmenh 
of the working subcommittee which waa mentioned. 

MR. PAUL: We received a copy of the report on 
the Slat, in confidence. 

Early last week I got worried - I think early last 
week, or the end of the week before - I got worried 
about Forrestal . You remember I spoke to you about 
some meeting he had had with George, following which 
I had a long conference on the whole situation with 
Patterson. 

H.Al.J R: I think I asked you to find out what had 
happened, after I read about it in the paper . 

KA. PAUL: I did, and talked to him on the phone. 

H.K. JR: You gave me a copy of tnat. 

MR. P! UL: Following that, I wae even more worried 
and I talked at some length to Patterson . He waa over 
here for about an hour and a half the end of the week 
before laat. He felt pretty uncompromising. He and you 
would be the two irreconcilables on any compromise. 

He developed the idea at that meeting that it 
would be a good thing to have another meeting ~ 
Byrnea• office or a re- statement of the party llD•· 
He called Byrnea, and then the railroad strike c&me 
in lut week and Byrnes was ver7 busy, and then fin~ly 
he called ae Friday of l ast wttk and said he had f10all7 
reached Byrnes. 
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Byrnes didn' t want to have a meeting and he 
tneretoro thought - still thinking tnere should be 
some meeting - he thought he would ask Jones to call 
me as soon as Jones returned, ~hich I think he thought 
was today. But I haven't heard from him today. 

Just to get Forrestal committed--

lUI . JR: Why couldn't ~~ call a meeting? 

llR. PAUL: \~e can, if you want to. 

loll 0' CONNELL: I might say that when I get to 
the report of the developments of the last day or 30 

it will remind you there is not much necessity for a 
mee t ing, as ~e thought there was a week ago. 

Mit. PAUL: Forrest&! heard a rumor, as you remem­
ber, that we were criticizing him, or ~~ felt that 
he was uncertain, and Duffield called up Joe and Joe 
can tell you what he told Duffield. 

t.rn. 0' CONNU.L: Do you want me to tell that right 
now? He called me Saturday, I tr1ink - or Friday - and 
said that he had heard from a couple o! sources tnat we 
felt, over here, that Ji:n Forrestal and the Havy were 
rather ~eakening on holding to the general position 
agreed to in Hyrnes ' office, and wanted to know upon 
wnat we based it and if it was true. 

I said it was true, that we hao felt from the report 
that Jim Forrestal had given ua with respect to nia 
conversation with Senator George that he had the wrong 
idea, and tho statements at the nyrnes' meeting, too; 
that we felt that Forre4tal was a little bit inclined to 
t hink he could make a reasonable compromise wl th George. 
\'•hen Forrestal talked with Randolph and me on the phone, 
Forrestal said he had just finished talking wi th George 
at great length, and George didn' t seem to feel very 
strongly about any of the points we were in O' ntroversy 
with on renegot i ation, and he thought we could work out 
a reasonable deal. 
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We felt , and Patterson felt , t hat waa not a 
realistie vi ew of tbe situation, having listened to 
George ' s position as expressed by him before the 
Committee in Executive Session , 

So I told Gene that. Gene said that he nad 
learned that Forr eatal had gone down and talked to 
George . When Forrestal told him of hia conversation, 
Gene's react ion was the same aa ours, and he told 
Forrestal that he thought he was maKing a very serious 
mistake i r he thought there was room tor compromise, 
in the f i rst pl ace, and in the second place, that 
while 111 were presumably playing ball with our friends 
on the Commi ttee - meaning \alsh and LaFollette - i n 
writ ing a Kinority Aeport for them, and ao forth, that 
we should not be in the position of attempting to make 
a deal wi th George, because t hat would put us in a 
position of rather pulling the plug on our friends . 

So what I got from my talk wi t h uene was that be 
and theJeople in Navy had been helpful in bringing 
Forrest back in line, if he was out of line. 

That ia one of the reasons I had for saying a 
mome nt ago t hat I thought froa the way our di scussion 
went today, and a working committee of the ' ar , Navy, 
Treasury, and Maritime, t nst there was no longer any 
great necessity for a meeting if t he purpose of t he 
meeting would be to stiffen Forrest al and t he Navy. 
I t nink they are i n l ine again , i f they were ever out 
of line. 

H.ll . JR: Good. 

MR. PAUL: Now, going on. 'rna t pretty much covere 
the histor ical end of tbings . 

We nave a number of problema, some of whi ch aren ' t 
solved. One pr oblem is a very concrete one. It haa 
been customary for Surrey to be all owed on the Senate 
Floor during debate. Last year Surrey was on. ~a the 
debate ~roceeds a lot of these problema will ar1se . ' ioatan er. • 

143 

Regraded Unclassified



- G -

We had worked out this morning the thought tha t 
Surrey would go on thi s year as tradi t ionally, although 
there was a fight , if you remember, to put tnem off 
last year - and they will never let any War Depar1ment 
man on the Floor, like Jim Macintosh - that we hold 
Jim and Joe somewhere near - eff the Floor and some­
wnat near - so you can meet any emergencies on t he 
Floor, with Surrey a kind of person present, and the 
others in the background. '1\e have t nat problem. 

We have the problem of getting amendments in the 
Senate bill, gett1n~ the l egislative situation in such 
a form that there ·~nll be something in conference . 

In other words , so that George can 't say ~1th 
respect to a certain amendment , "',,ell, that is not in 
conference; t here is no disa~reement between the Senate 
and t he House." So every po1nt has to be checked 
carefully f rom that standpoint or 1t will be simply 
out-maneuvered. 

Of course , you are familiar wi th the favorable 
comment we have had right along in the press, which 
has been the joint effort of everybody to educate some 
of these columnists and editori al writ ers, and so forth. 
Herbert i s doing a lot of that. 

I&R. BLOUGH : Even Time is friendly, for some 
reason or other. 

UK . GAS!ON : You saw this last week's ~? 

l&k. PAUL: The Times bad a rather niggardly edi­
torial to woich Patterson replied. He wrote the 
letter himself, he told me, and it v:as a pretty good 
l etter. That was published a couple of' days ago. 

Another item we have, which is not solve~, is the 
so-called Dianey bi l l, which shortens the per1od Pf 
amortization from five to three years at the taxpayers' 
option . We are being asked by t he oudget for a report 
on that bill. 
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There are a lot of questions that ariae. Some 
people in War - I don't know wnat the 'hr Department 
attitude ia, but Col'onel Fost er and some of those 
people are pressing in favor of that bi ll. 

MK. BLOUGH: The chief effect would be, if 
amortization must be deducted in renegotiation it 
~ould increase the amount of amort ization. 

MR. PAUL: Another way of getting renegotiation 
relief. 

MR. O' CONNELL: Would relieve the ~ar Department 
of such possibilities as it now has for determining 
wban a f ac1lity has lost ita useful value. 

!.!it . PAUL: Well, they won ' t issue the certificates 
now - Navy won ' t . 

Mrt. ~11LLIVAN : But I mean on the termination- the 
useful value i s terminated . 

MR. PAUL: Yes, in some of these oases. But 
factories will be closed up and the war isn't over; and 
who knows whether the emergency period is ended? llavy 
won ' t oertit,y. Some of the people in the ~ar Department 

t nink the way out is to shorten tbe period. 

~. O' CONNELL: On the taxpayers' side. Reduce 
tne administrative buraen on the ~ar Department . 

UR, PAUL: That situation baa just arisen and we 
haven ' t really discussed it. 

MR. SULLIVAN: Eddie Greenbaum ia interested in 
that , too. 

!.IK. SURREY: In favor of the bill? 

MR. SULLIVAN : Yes . 

MR. BLOUGH: The Price Adjustment Board, I under­
stand, is against i t. 
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Mlt PAUL: Your brother aeema to i ndi cate WPB. 

I.!H, BLOUGH: He told me WPB wasn't taking the 
posi t ion because Nel son didn ' t feel tnat he had any 
responsibi lity in it , in view of the fact they were 
i esuin~ negotiation certificates - not non-negotiation 
certif1cates . He said it ~as his understan.ding that 
tne Pri ce Aujuatment Hoards of tne verious agencies 
were against the taxpayers' option of shortenin~ the 
period. But apparently there haa been no formaf deter­
minat ion of t heir vi ew, and no representation to the 
Budget Bureau. 

:,L,, PAUL: The next very concrete problem is the 
matter or the issuance of the IUnority Report. You 
(O' Connell ) can report what just happened. 

loUt. 0' CONN ELL: I went t o a meet ing with Stanley 
at two-thi r ty over in the ~ar Department. ~e had a 
meeting of t nis working subcommittee which has been 
getti ng material together and preparing material for 
our friends and people on the Hill that may want to 
use i t, and making it av~ilable t o the people that 
would be contacting people on the Hill. 

Part of the purpose of the meeting was to discuss 
the mechanics of the treatwent of the bill when it 
gets to the Fl oor; specifically what Stanley $urrey's 
position ~~uld be, whether he would be on the Floor, 
and what the arrangement would be off the tloor. 

The other people who were there, the Navy people 
and l.laointosb who hadn't arrived when I left , nad talked 
wit~ Walsh this morning. He just got in this morning 
f rom Deaton. They atarted to go over the Minority 
Repo~t wi th him and his tentative reaction was - the 
~eport nae, I t hink, gone to the prlnter thia ~fte;­
noon - but his original i dea was to g!. ve the Lhnon ty 
Report t o the newspapermen , possibly tomorrow, t..ent~­
four hours !.n advance of publication, and then have 1t 
for release possibly the following day. 
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When that was mentioned at our committee meeting 
several of the people there • Gene, and in fact, most' 
of t he rest of us - felt that if 1\alsh could be persuaded 
to adopt an alternative technique Ymich I'IOuld be some­
tUng like this , i t would be preferable. They are 
going back to talk to them this aftern oon with the 
suggestion that he arrange for a preae conference · 
V.ednesd~ morning. They have already given him not 
only toe Hinority heport, but a draft of the press 
release. 

If he would he ve a press conference lleanesday 
morning end issue t he press release and make available 
copies of the ~nority Report at that time, it would 
foreclose at least the possibilities; one , that the 
newspapermen , getti ng a Winority ·~port only, would 
not read it and it wouldn't get the publicity reaction 
you want; and two, it would foreclose the possibility 
that for twenty-fo~r hours our opponents would have 
tnat much time in which to digest the Minority keport 
aud have the same issue that t he par-era carry the 
defense. In any event, that is v.hat they are going 
back to do, and talk to Walsh about, this afternoon; 
suggest e i ther that he do that or tha t he issue the 
Mi nor ity •>eport with a copy of a preaa release tomorrow 
af ternoon for release l•edneaday morni ng in the papw s. 

Either of those two techniques , I tlink, as I 
understand it from listening to t hese fellows who know 
more about publicity than I do, would be preferable t o 
the idea or just giving reports to newspapermen twenty­
fou r hours in advance. 

There is no questi on, I think, but what the ~port 
will be issued on ~jednesday or thereabouts. That u a 
sort of compromise, I think, between '~at LaFollette 
originally thought and ~alsh originally thought. I 
tnink probably this is as good a t i me as any. 

Walsh, 1 believe, intended waiting until the . 
Congress came back . LaFollette was in favor of gethng 
It out aa soon as possible . 
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If it is out ioedllesda.y it wi ll be out in advence 
of the time the Congress comes back. There was some 
discussion as to who el se should s ign the report. They 
hope that up to six people will sign i t, but there ia 
no aesuranoe . 

H.U.JR: Well, the whole point is this: I am not 
the only person who is interested in the Treaeury--

(!.!r . Bell entered t he conference. ) 

H.~ .JR: ~. Bell is interested. Frankly, if 
tnere is any important policy decis ion to be made, I 
would like to have a chance to go into i t with you 
even though it may be embarrassinc to the person in­
volved that be can't speak for the Treasury. 

But there are so many of us, and this is so impor­
tant . I can always adjust myself, within reason. 

MH. YAU L: I will addi t ionally report t ha t I did 
not go to see Mr. Vinson. I called him and said that 
I was tied up on some meeting and would send Mr. Keith 
up, which I did. Keith is in the process of wri t ing 
a memorandum from me t o you, as to what happened. 

lLR. 0' CONNELL: At t his point - I wasn't at toe 
meeting you had this morning and I haven't heard much 
about it - but I bad thought - and I really probably 
spent more time and had I!Xlre to do with the regular . 
opera tions of this work than anyone else - I had thougnt 
that the party fine , or the understanding of the policy 
of the Department, was so well understood at the 8yrnea' 
meeting that there was little or no necessity, as far 
as anyt hing we were doing, for bothering you wi th it. 

H.M.JR: That is corr ect, but if' there ia any 
departure from it, and the Treasury could in any way 
be accused of fathering or assist ing, or anrthing else, 
a bill going back to something a!ong the Vi~son-Trammel 
line - I haven' t seen the thi ng - I would l 1ke to have 
a digest of the bill. I would like to read i t. 
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MR. PAUL: I told Keith to put a copy in his report _ 
a copy of my letter to Vinson , 

ll . /l. JR: Could we have a copy of what ia in the bill? 

MR. PAUL: In the Vinson thing? 

H.M.JR: This thing drafted in the Treasury. 

!!lt. P&UL: You will have the actual thing in the 
Keith memorandum. 

h.U. JR: Good. I mean, you never can get away 
with a t hing like this without getting caught at it. 
And let' s say that Mr. For restal ia a little sore; t uen 
he neard we did this thing without consultin~ with him. 
be could perfectly well jump on us and aay, Well, it 
was going all right , and then you did this thing and ditched 

Mit. PAUL: When Forreatal tells us everything he 
does without being called about 1t, ne will be in a 
position to accuse us. · 

H.t.l . JR: 'llell , anyway, I would like - certainly 
within the Treasury I would l i ke everybody who i a 
interested to know what is going on if there i a any 
departure. 

UN . PAUL: Of course. I tnink it worked out pretty 
well t nis morning, but I think from the standpoint of 
Congressional relations, I think I should have gone up 
there this morning. I don't think, as it worked out, i t 
is too important, because I wrote the letter and gave 
them the bill , and slid out on an excuse. 

H.M. JR: Well, I t hink your Treasury r~lations 
come fi rst , as I tried to explain t his morntng, and 
that those of us who are interested in this thing snould 
nave a chance to say whether we think this is good 
tactics or not. 

MR. o· co~NELL : May I say something, too, because 
l am a party to whatever mistake we madeY 
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MH. I'AUL: I would like to say something after 
Joe. 

IUI.JR: Anybody else? (Laughter) 

MR. 0' CONNELL: I t hink I talked to Herbert just 
briefly. I think it was even before Vinson called 
Randolph. It seemed to 1r.e that as a strategy move it 
wasaunost inevitable that someone would attempt to 
get this problem back into the groon, the way it 
looked a year and a half ago, by offering a tough fixed 
limitat ion profit bill, and either the day before or 
the day after, ! mentioned that to you (Gaston). 

Vinson called you and asked you, as l recall it, to 
give him a draft or something of that sort. It seemed 
to ~e to be swell . I was equally clear that if the 
Treasury Department were asked if they were in favor of 
a bill like that, we would say we were not , because we 
opposed Vinson-Trammel and we would do it again . But 
I didn ' t think we would be tagged with responsibility 
for the bill - at !east we woul d try to make it on t he 
level of merely in response to a request, drafting a 
bill ot a technical nature . 

H.Y. . JR: You weren't here this morning? 

WI. 0' COO NELL: No. 

H.M. JR: Then I will go over it ~ain, briefly . 
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I don 't say I want to pass on a thing like that, but 
I certainly want to be consulted in advance, because I 
feel i t is a matter of good faith with these ot her people. 
Also, as somebody said here - Paul or so~ebody - th~t you 
certainly guarantee that if Vinson had hls back agalnat 
the wall he would say, "\\ait a minute - this was handed 
to me by the Treasury. " 

If he did, both Daughton and George would have 
very good reason to be very angry at us - even more so 
tnan they are right now. The whole point ia that.! 
stepped into this thing - who was it tll.at got me 1nto 
tbia thing? itbo came in to see me? 
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Iolli. PAUL: Originally, before the Byrnes meeting, 
r did. 

H. /4. JR: I called up Patterson. Who was in the 
room? Somebody gave me the impression the thing was 
~oing very badly and I should interest myself in it . 
1 cal~ed up Patterson, an~ay. And I just think, 
here lS Bell, Gaston, Sull1van - we are ail interested. 

I may be giving it too much importance, but I 
just feel--

UR. PAUL: I would like to say--

H.lii . JR: lo!ay I just finish one sentence? When 
the things go wrong, you fellows a1ways know toat 1 
taKe it ror the Treasury. It is my job. And, frankly, 
I didn't want to take t his if we got caught at i t. 
That i s all. 

Now, Mr. Paul? 

MH. t'AUL: Of course, I disagree wi th what Hoy -
I don ' t suppose there is any use of re-hashing this 
stuff now, but I disa~ree with the fact that there i s 
any danger. You cruld not do things without taking 
some risks, but this letter expressly made a statement 
that it was not Treasury policy. They could make a 
charge of anything, but they couldn' t suoport it. It 
was impossible to l et some of these people know. 
He rbert was away all last week. You gave explici t 
directions not to bother him at home. I did bother 
him about another thing, and I think John snould have 
been told more than he was . But everybody else - Hell 
was swamped every minute . ~e had trouble getting.to­
gether on the budget , which was a much more presslDg 
tb.i!lg· 

MR. BELL: But , after all , I was here and oo u~d 
have been consulted. You are the one that couldn ~ 
get down on the Budget . I was avail able all tb.e t1m6. 
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MR. 0' CONNELL: This is one of about twenty- five 
things that were done after that committee was set up. 

f I never thought o! it . 

MR. PAUL: I must frankly say tha t I probably 
didn ' t tell as many people, like maybe Dan and John 
but if I am going to tell about each of these twenty­
five things as they come up, as Joe says - I don't 
know, twenty- five , or ten - I am never going to get 
anything done, 

You could not have a Treasury conference on every 
one of these items. 

H.:l . JR : Well--

Mh. PAL~: You have to use your judgment about 
which things are linportant enough. 

H.M. JR: \~ell, I consider this aort of thing impor­
·tant . 

MR. PAUL: Well, of courae- -
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H.W.JR: And as head of the Treasury, 1 feel that 
I want to be consulted. I want a meeting on this kind 
of thing, and if it s lows t he thing down a l ittle bit, 
well then, I can slow it; 1 will take the res?onsibility. 
I wouldn 't have made the remark, but 1 haY& to m&l<e tre 
remark - from what you have said - bat this kind of 
thing I want to be consulted on. I wan t to na Ye a 
chance to talk with t hese ~eople and hear what t hey 
have to say. I wouldn ' t g1ve a snap judgment, myself. 

Don' t look at me (to O'Connell}. Good God! It 
isn ' t a matter of life and death. I say I hope I maKe 
one mistake in the morning and one in the af ternoon, and 
can adJ».l.t it. All r ight, this ia just one of the things. 
If Paul badn' t told me yesterday t .aat be was going to go 
up a.ad do something on the Hill , I wouldn't nave known 
enough even to ask him. 

Shall we put it to bed? 
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MR. BLOUGH: I think the Treasury is wel l protected 
on thia. 

I think you can put it to bed. 

I think the Treasury has been well protected in 
the l etter . 

H.M.JR: Wait a minute. I ~sure you didn ' t 
bear. 

WI. BLOUGH: I t llink the letter t nat went up wi tb 
tnia stuff , and the way in which it went up, gives the 
Treasury a perfect record in case the iasue comes up 
later . 

H.M. JR: Now, l ook, in the first place, sanebody 
in t he General Counsel ' s office better look up whether 
Bell is right or not, whether we aren't breaking a 
Presidential Directive when we send a thing like that 
up with a letter. Bell thinks we are. 

MR. 0 ' COli NELL: It depends on the way you interpret 
the Budget letter - but we have,for years . It isn't 
a matter of recommending legislation, 

~ 
H.Y. JR: Take a fresh l ook at i t, see? 

Wk. BKLL: I think it go~a a little further than 
that. 

ll.Y.JR: You never can catch up wi tb the press . 
I mean , the fellow on the Floor of the :ienate aa;ya, 
"Tilia ia the Treasury. • Then everybody Jumps on us. 
The next day we give the presa the fact that we wro te a 
l etter and we are not responsible, and they never print 
i t. You have seen it happen . 

Mk. BLOUGH: I know. 

HJLJR: Do you (Sullivan) "ant to aay something ? 
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~IR. SU LLIVAN: No, sir . 

H.M. JR: Shall we put it to bed? 

Doea Surrey want to say something? 

IJ.R. SURREY : No, t hadn't t hought or it as a 
violation, technically, of instructions ; I bad always 
assumed we could give technical advice to any Congress­
man or Senator. 

UJL PAUL: I can't even go to mf office until I 
know the answer to t he questi on. They call , sometimes, 
three times a day. 

MR. BELL: Well, you look up the Executive Order 
and tbe regulations on the Bureau of the Hudget and 
see if i t i sn' t pretty definite they don't want t t. e 
Departments drafting b1lls for Congressmen and then 
coming back on the Department, which they wi ll, many 
t 1me a. 

I think i t goes a little further than tnat. I 
know Randolph sent up a letter and said, "This ian •t 
t he policy of the Department." Supposing he had sent 
it up the other way and said, "This i s the policy of 
the Department "? 

I think it ought t o be dete~ned soma.place on 
a high level as to whether or not 1t is or 1s not the 
policy. That is mJ point. 

UN. O' CONNELL: I don't agree, because 1 don ' t 
think we were asked. 

MR. BELL: You said th•t it is not the pol icy of 
tl:le Department. 

MR. BLOOGH: Shoul d not be interpreted as reflect­
ing the po.Licy of the Department. 
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llR. 0 ' CONNELL: We weren' t asked what the policy 
of the l>epartment was . Every d.ay v;e are asked. They 
write us memos we aren ' t asked to comment on , It we 
were, we would report we either did or didn 't like it. 

JI .'M .JR: Let• s j ust take this aa a hypothetical 
case - it is· extre.me : Supposing t his bi!l, by some 
chance, passed the House and then they sent i t nown 
fo r report. We reported unf avorably. 

tLt . O' CONNELL: You would be pe rfectJ.y free . 

~. SURREY : ~ouldn ' t bother tnem. 

ll.!.I . Jk: It v.-ouldn ' t? It y,ould bot her me. 

MR. SUI~~ : I think you have to separate out your 
functions. 

H.M.JR: ~1ould it bother you? 

MR. BLOOGii : No, because we say to Mr. Vinson that 
t his is being supplied in response to hia request , as 
a technical service, and it is not to be interpreted as 
r et.l.eoting t he policy of the Treasury Department . 
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H.!4 . JR: Yllllit the hell is the bill- drafting committee 
for, i n Congress? 

VR. BLWGB: There aren't enough. 

H.l.I . JR: I bear every day t nat there aren't enough 
people i n the Treasury, either. 

MR. GASTQ~ : It i s a well- known fact ; ! .suppose 
two-thirds to three- quarters of the l egislahon that 
i s i ntroduced up there is drafted, not by the bill­
d!•afting senice, but in the Departments • 

H. M.JR: 11rnich side are you on, Herbert? 
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LUt. GAS'I'ON : That is just an obaerntion of' what 
the fact ia: L~ybe I ought to confess, too, that if 
they are gu1lty, I am, too; because the other day I 
told the \,PIJ how t hey ought to draft a bill to admit 
light-weight paper free . 

lJ.j,. :.ULUVAN: I have signed a lot of unfavorable 
reports on legislation t hat was drafted. 

H.ll.JR: .Ul r ight. 

Is she in bed now? (Laughter) 

Mh. PAUL: This particular i aaue ia in bed. I 
think it ia unimportant. But I do thlnk that I nave 
got t c find out ihat I am supposed t o do about a lot of 
these things. I don ' t know, now. I "i.H try to work 
i t ou t some way. 

H.M. JR: O.K. 

Mk . P~UL: I don't even know how t o answer the 
telephone. 

H .~ .JR: Oh, now, Paul: Now, don•t : 

IJ.k. PAUL: I don ' t . You don 't have any idea. 

UR. BELL: I probably get as many telephone calls 
as you do, Randolph. I ge t a lot from Congressmen and 
Senators. I don't nave any difficulty distinguishing 
between a policy matter and one just for st raight infor­
mation. 

MH. O' CONNELL: lie didn ' t have any difficulty, 
ei ther in connection with the Vinson cal l , but now he 
finds he has difficulty, and he doesn't know just what 
the teet is. 

H. M. JR : V/ell, when you get a couple, come in and 
we ll'i.ll have a little meeting. Take a half a dozen 
caaea. I take i t you are not going to say you are 
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munled, or anything like that. If you are in doubt -
i f anybody ia in doubt - come in . 

MR. BELL: Staff meet i ng every morning. 

H.M.JR: You have had no trouble operating so far, 
have you? 

Uk. PAUL: No, but apparently I have been violati ng 
the rule for two years . I don't know. 

li .U. JR: Do you know the t hing he is talking about? 
Have you l ooked at it? 

' l!R. PAUL: No, he raiaed it the fi rst time. 

MM. BELL: I am not sure. 

H. M. JR: Take a look at it. 

Voell , all I am asking you for i s - we have very 
few people here - ~e are over-worked. The day isn't 
long enough and we all have to cooperate and help 
each other. That is all I am trying to do. 

It i s a very difficult fight. ~e have all t he big 
business interests against us, and I just don ' t want 
to be caught in an embarrassing pos ition ~here I could 
be sent for by Vr. Byrnes and somebo4f else and have 
them say, "ihy did you do this witnout consulting - and 
if you are ~ing to get behind the bill" - and so forth 
and so on . "I guess we should have been consulted, • 
and so forth. It ia one thing to operate when y~~ are 
in the Treasury, and another thing when you represent 
four or f i ve departments. That i s all. 

MH. PAUL: Do you want me to call Patterson and 
suggest you have thia meeting? 

H.M. JR: No. 

UR. SURREl : I don ' t t Link we need a meeting. 
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V.R. 0 ' CX>NNELL: No, really--

Mk, PAUL: I t nink I had better call and say we 
don 't need a meeting. 

~ O'CONNELL: I would. It would be on the basis 
of something t hat hasn ' t come up yet . I think we are 
do ing ao well now I am a little worried. 

~. GiSTUN: Is the prospect any better than i t 
was? 

l.!R. O'CONNELL: Oh, wonderful! .lt the time the 
Secretary called Patterson , I didn ' t tblnk we had a 
chance , 

MR. G! STON: Is there going to be a real fight 
on thia bill? 

MH. PAUL: That ia wey I wanted t o call attention 
to the faot that I juat ran into Alvord llld he has a 
luncheon date with Jim Macintosh. 

J.llt. 0' CONNEU.: Well, we will have to watch Jim. 

~!R. PAUL: He nnted me to come along. 

!.lh. BLOUGH: You mean, somewhat worse than the 
House bi ll, but a good deal better than the Senate 
Committee? Ia tbat it? 

H. lA. JR: Liaten, I can't take any more tonight, 
l~y, if you are &~ing to be funny . 
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Januar;y ) , 1944 
lt: ss p. c . 

H~Jr: Hello. 

Onerstor: •1r. Walker. Go ahead. 

!!l-!Jr : Hello. Frank? 

Frenk 
'.lal l<er : 

HI!Jr : 

'A: 

l!l!Jr: 

li: 

:;:.Jr : 

'1 : 

1f..oJ r : 

:1: 

HIIJr: 

.. 
Hl!Jr: 
... .. 

.. . 

Hello, Henr;y. 

How a r e ;you? 

Haony New Year t o you. 

Same t o you and many of them. 

Say , Henr y , on that Haaaachuaetta situetion. 

Yea. 

I' m ki nd of on the spot· there , you must r eal ize 
wi tb HcCcr mack wanti ng a certain fellow who was ' 
my State Chai rman. 

Yeah. 

And he tol d me he had had a ta l k wi th you and 
nei ther you nor Gaston want to An~oint him. 

'.I' ell , i t' e me tba t doesn ' t want to a?ooi nt him 
on accoun t of his r ecor d . 

Yean. 'iha t -- when was the last oonversati~n 
you bad with John? '!.'hat-- how did you l eeve it? 

Well .... 

Did you tell b1o that definitely you ~~ul~?'t? 

I told him defini t el y that I wouldn' t and t hen 
I wrote the Presi den t or the Uni ted States a 
l et t er, exol a i ni ng to him tha t John had got t en 
ver y excited, very angr y , gave the Pr esi dent all 
the !acts, plus all t he r ecord or the man . 

Yeah •. 

And I' m under t he impres sion that af t er tha t the 
Pre siden t called McCormack. 

Well , they 're s t 1ll aski ng us to '>res a it. 
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',{: 

:r:.Jrt 

w: 
H:.:Jr: 

' . ... 
?!!:Jr: 

... .. 
:: .. Jr: 

... .. . 

":i : 

·-n:J r : 

~·.Jr: 

J : 

H!·IJr: 

Hl'.J r : 

W: 

- 2 -

tlall , it's- as rar as I'a~ concer ned, it' s with 
the President. 

Ytah. 

I-- I've-- I sat down ..•. 

You don 't want to appoint him do you? 

'1/ell, I - - I don ' t apooi nt him. The President 
does . 

Yeah. Oh , yeah, tha t' s right. 

The President .•. . 

But on your reco~enda t1on • 

Tne Presi dent apooints him and I sent the record 
of the man in full, over to the President. 

Yeah. It' s not good, as I understand i t . 

Tha t ' s an understatement. 

Yeah. 

I don ' t think he does you any good. 

Oh, he doesn ' t t he way he is. He-- but you see, 
I can ' t tell t ha t to those fellows un there . 

Do you know anything abou t him? 

Yes, and I'm inclined to your view. 

You're inclined to my view? 

Yes. But I can ' t tell them that b~oause . .. . 

Uh •••• 
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.... they ' l l say , •You're a helluva a gu~ . · I ' ve? 
go t to g et some delegates uo there , don t you see 

Yeah Well I told :~cCormMk ver y oui etl Y tha t 
I co~ldn't r ecommend him to the President for the 
apl)o i ntment. 

Uh huh. 
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HY.Jr: 

HHJr : 

li~:Jr: 

&1:Jr: 

::: 

:C!Jr: 

\1 : 

!!l!Jr: 
.,, . ... 

l!l·!Jr: 

.J: 

!!J.!Jr: 

W: 

H!-!Jr: 

':i : 

h~Jr: 

- } -

And I gave him some of the r eraona. I couldn' t 
give him aJ. l because t .. eir sources were Judges 
and district attorneys and neoole like that who 
wouldn 't let their names be used. 

Yeah. 

But I did give the President the entire -- all the 
fac t s . 

Uh. 

See? 
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Yeah. '.lell , if anythln._ co:nea uo , you ' ll underetand .• 
why it is tha t I' m not going all out on t he thing. 

'•blch way? 

I mean-- uh .. . . 

The Pres .. .• 

I' m not going to say t hat I ' m no t - - that I' m 
against hlm, because l!cCormack 11111 bP rieht on 
my tail. I need l·1cCormaok to hel ., me out un there. 

I see. 'tlell , any~1ay •• .. 

You see my -- I think I ' ve GO t to adon t tha t 
attitude , don ' t you? 

\I ell I >:ouldn ' t want to -- I >!Ouldn ' t know how 
to advise you. I ~~uldn ' t :now ho~ to advi se you. 

But I mean - I want you to ··now that -- that I 
have no obJection is wha t I mean so tar as 7ou 're 
concerned. As far as -- the~e ' a no battle between 
us on it ie what I mean. 

'Nell , that's pleasing to me. 

Because I ' m not going to i nsi st on 1t a t ell 
because I t hink you're right, but I .... 

Well • ••• 

McCormack keens insisting to rae t ha t •re do lt. 

Well • • .. 
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¥: 

iiLJr : 

:-1l·.Jr: 

:'/: 

~~!Jr: 

HHJr : 

\I : 

H~lJr : 

'.i : 

!OlJ r : 
... .. 

HMJr : 

·.:: 

~!~Jr: 

•,fo .. . 
:.n.~Jr : 

- lj. -

iiell, Curley is rzy llat1onal Coo.u tteerJan and the 
Committee ,1S going to· . eet on t he 22r.d or January 
and I don t want to say to Curley that I' m against 
hi m. Don't you see? 

' 
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I see. \'/el l , I 011 keeo rny own counsel and t-!cCormack 
and Dave Niles know wher e I stand and so does the 
Presi den t . 

All right, Henr y. 

Thank you. 

Bay, ••. 

Yeah. 

Some dey I' d l i ke to tal k to you about another 
matter. 

I see. 

l'lho --who' d be the bee t f ellow to talk-- I' m a 
trustee ot No tre Dame . •.. 

Yes . 

An d t hei've go t abou t 90% or their stuf f 1n bonds - ­
gov ernment bonds . 

Yea . 

Some ot t he fellows ar~ caking -- they 're tr7lng 
to change t he ~ol1cy and I' d like to talk with 
somebody over t her e . •~o ' d be t he beet one to uolk 
to abou t .... 

Oh, - think Danny BelL 

\1'111 he be the beat one? 

I think so. 

Xaah . All right, thanks , Henry. 

Thank you. 
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Grr.ce 
Tully: 

HJ-!Jr : 

HJ-:Jr : 

T: 

:r..Jr: 

T: 

!IY.Jr: 

T: 

Hl-!Jr: 

T: 

HHJr: 

T: 

!!!.Jr: 

T: 

;!):Jr: 

T: 

!-:1·!Jr: 

T: 

liY.J r: 
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January 3 , 19114 
5: 23p. m. 

Hello , Mr. Secretary. How are you? 

Very well. 

Tha t"' s good. Di d you get t lwt memo? 

You mean on-- across the •..• 

Yeah. 

The Chinese? 

Yea, slr. 

Yes. 

You did? All ri£ht. Fine. 

Wel l , l e t me ask you a oueati on ea long as you -­
Did you have a chance to tell the President about 
Hr. Hull's suggestion? 

Yeah. liell, he put that in there. 

Did he? 

Sure. He sc.id, "There oucht to be a m1Peion go 
to Chungking. " 

~:ell , not in >~M t I' ve r;o t here. 

~ell , certainly 1t 1e in what you've sot there . 

·.:ell , no,.., ""8.1 t a Cll.nute. It eaya .... 

Ho augbesta the mlsa1on gol.n_ to Chun~1ng. If 
that 1en't in youra I don't know wnere t he carbon 
oooy was. I don't know where the carbon was, 
because 1 t was <~ri tten. 

Oh, I didn 't-- I see. I think an add1tion .. .. yeah. 

Yeah. After t he end of t he ouote, you see , then he 
puts that 1n. 

I see. I d1dn ' t - - I Just though t l. t >~as my 
message. . I d1dn 1 t r~ad the o ther. 
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T: 

h~.Jr: 

T: 

Hl:J r : 

T: 

:-:!!Jr: 

1': 

~:.Jr : 

'1': 

T: 

T: 

T: 

- 2 -

Uh huh. Well, 1t wae all your meeea e 
there and a little bi t ot introductl~n 
two little oaras raohs at t he end ... . 

Okay. 

•... that were not yours . 

1.% t o Hull and 99 ot l~ore;entlu>.u ' 8 , 

( LPughe) 

One horse, one rabbit. 

down to 
and then 
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(Laugh~) Don't you check on me as t o whether 
I d i en t give your messages ei ther. (Lau&nsl 

'•ell, I was - - Wl>nted to do lt but I didn 't 
have t~e ~erve to . I' c a very modest cr eature. 

(Laughs) 

Bu t now that you 've called me •... 

(Laughs) 

See? 

And I called your a tten t ion to eo·,e thlng t he t 
you read end it wasn't there. 

Yeah. Having called me , you sort of tsve ne a 
11 t tle nerve. 

··ell , I 111 tell you, I called yo'.J to ::eke sure 
t hat 1t go t over. I sent 1t •Red Ta_• and what 
no t, end I d.idn' t csll you back because I d.1dn ' t 
ge t 1 t until l ate Satur day end 1 t hed to 1;0 beck 
to t he President end I couldn 't see hie until 
luncheon t i me today an~ I difn ' t t;et bac:~ here 
un t11 around t wenty oinu t ee of tour. So b~ t he 
time I Got back with it and go t i t "Oka yed I-­
t ha t was t he nret I could t ell you •·nat >rae 
doing on it. 

!low, t he girl a her e tr~ to be ns good as you e re. 

(Laughs ) Thank you. I wns just wonderinB abou t 
our oessenger service -- whether i t brought 1 t to 
you. 

l 
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;c:Jr: Oh , y eah, t he messenger service wor lted. 

T: It wo rked? Fine. 

H::Jr: Very good. 

'!': How is l~rs. l·!orgenthau, by-the-way? 

;n .. J r : She 1 a tine. 

'i' : I e she? 

h~.Jr: '.le had a terrible shock t"ode.y. 

(Remainder ot conversation not r ecorded. ) 

. ... 
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. CONFIDENTIAL I··-· . .(...; 

111• Ronoro.blo 

WAR D EPARTMENT 
Hoadquo.r~ .... ~~oo Porooo 

J January 19LL 

111• Soorotar)' or the 'h'oao"'7 

poor IJl'. Sooret&r)'t 

1D further roterenoo to the aaaot&ry probl .. o or our o.r.e4 torcoo 

I.D Chi.Da, I oa •-irl>l& tho poolt1011 ot the tloltod st..too u.r .,.. 
tho .. Mttero 1n t.bo c::hin&, Bllnoa, lDdia o.roa, ()u- prlnoipol ooncorn 

h tho oxo~w~&o oltuation 1n Chlna , 'lihUe tbo ti.Danolal ootlrltioe ot 
j;!,c tnillt&r:f 1n Bu..-a and lDdla will neoeuari1:f be olosely related to 

thoae 1n China, I toroaoo at thlc tLme no tiaoo.l problema 1D tho ro~r 

which will be u lllportant to the 1fo.r Depo.Maent •• tho proaent Chl.noae 

exch&nj;O quutlon, The rollO'rlni; outline "'"¥ not cctYer all tho potato 

I.D which :fOU o.ro lntoreotod , 1D ouch event I will bo plouod to rurnllh 

cny further det&ilo :fOU mA:f do1lro, 

1D lDdia, rupeoo tran1torrod throu&h the Tl·ooour:f Deportonont to 

llnitod Statoa .4rlo:f dlsburolfti ottlcoro have boon u1od prinol.pall:f tor 
th• p&),.ODt ot poraOI'U1el, ei.noe proour•et ud oCil.ltruotion opcr&tio:ll 

l..n that o.re. hove bolll ti.Danoed ul..nly thrOU&h roYoroo lmd- loa10 aid 

redorod b:f tho British IUI4 tho Govormeut ot 1Ddia, \'lh1lo Chi.Duo 

troop• looatod iD India ..... bolng paid b:f United Stat•• d1obura1Dc or­

ficoro, the rupooa involved baye been turulshod by the Britlah undor 

o.rran&•enta with tho Chl.ueae lationo.l GoHrnneut at no ooat to tho 

lln1 ted St&too, Prior to Soptsbor 194$, J.r.q rupee oxpoudl tall't1 nor· 

~~&l..n;; about Ra 11, 000,000 per aonth ftro aado anUable throue)> tolo• 

trophlo tundlnc tro.natoro to tho Doporial Bonk or India and ~ tho 

e&lo or ,........,. chooka at tho rate ot a .~044 rupooa to tho dollar or 

;10, 28 0811to to tho rupee. Slne>O l aot Sopt ... ber rupe• r<>qulror:.ento or 

Art:t:t ti.Dauo orrlooro 1n 1Ddla hove bom lar,oly Jtet troa rupoo bold• 

lqa ot tho "'"'""'7 Dopartaont at tjlo Rooervo 8U>k or Didio aoquirod 

throur;h tho oalo ot r;old 1D IDdia at • eubstontlol rupee prOillUID 

oboYo tho ottlolo.l rate ot oxo~•· '111111• rupou thut aoq~>lrtd eC>D• 

ti.Duo to bo turno4 onr by tho rrouur)' to A:nq tl..nonco ottlctro at 

the ottloio.l rato ot oXC>Iwlr;o and Jn1¥ poroe>nnol oonttauo to bo paid 

at tho • - offiolo.l rato. lt 11 rooo¢ud that tho proouraont ot 

[iiirieiw;f"P•••• throu&h 1old t alee i:IYolno approoiablo ••"llll to tho t!nltod 

t ilts ~,.. .... .:.Jf.lnt. c~".~·~•'l' iotor!lfttion #lf teotltl,S the 

ftat.tona.&. c!t:•. a so ot ~o it11 Ln_.. t o4 States wH!11n the t::ean1n8 

or tbe Ea}o)i ooage iot , 50 u. S. c. , ~1 anct $2, as a=andcd. 

Its traas.iasion or \he revelation or ita cootoots ia any 

- ~o ao~m~~~~\hor.lao4 ~ ... .., &a prcbib1U4 I>Y 14• , 

coNFIDENTIAL 
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Stateo, 1rroopoctho ct tho motho<l ot occount!.Qc tor tho cold prCI:IIi~~a 

rool1•e4• It 1o oaooidored dooirablo thot tho cold- •olliD& prosroa ot 

tho rroaoUJ'7 i11 India mould continuo to be ocnduoted in olcao Uoilcn 

wttll tho 1'1'ar Departloo11t 1n ardor tha t tho rate ot rup .. proc11r .. .,t by 

this ootho<l m<Nld be coordina- 11'1 th l!nite4 Stat .. Am;; roqu1rc011to 

0114 that neither a lone ncr ohcrt rupoo pcoit1cn ohculd doTolop, 

Ill tho illlpendin& 1nnoion opera t1ono 1n !W':u ot ccxob1ne4 Br1 t llb, 

Indian, united Statu and Chino10 torcos undor tho •""""""" ot Lord 

Uountbattc, the uee of a. OQIDOD inTalicm. ourrenoy 11 tndloated, w1 th 

~~• matter ot prill>o.ry concern to tho Br1 tim, Sinoo tllo o<Dbi l1ed 

tcrcoo bo1116 conoontrat od 1n IMio. and operatil>j; 011 111101 ot ""''"""l1ca­

t1cn to tllo Buraooo border are all belli& paid 1n Indian rupooa, and 

slnoo rupoo notoo olreulotinl; 1n BUnl& prior to t ho Japanese 1nnoion 

wore 1aouod by tho Rooorvo B&l1k ot India, with Indian ooiDs abo local 

tondor 1n sw-, it io under•too<l that Indian rupee ourroncy 11'111 be 

uaod by tho 111:>.1- Btateo ao W9ll ae other allied tcrcoa part1cipati.Qc 

in -•• oporo.t1ona . 'rhh will involve additional d .. a.nd tor I!ldiu 

rupeoa tor UDi- Statoo torcoo 1n India an4 further ooophad&O tllo do­

drab111ty ot clooo Uailon between Troaaury and liar Dopart..onto 1n tho 

•olume and ttalng of proour.m«Dt ot rupeee throush e&le ot &olde 
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Since tho Jo.panooo durilll> their oocupatico ot 3UrM hno i"tro4uoe4 

military rup .. notoe to ouppl .. lllt and roplaoo Britioh rupoo ourro11o7 

1n tllat area, 1t will be aoooooar)' tor tho allie4 1nndoc and oooupa­

tion&l author1t1oo to proclaia tho tonoo under which Japaaooo-ioouod 

ourrenoy 1n the po• ••••1on ot the l ocal population may be ~xoh~od tor 

Britilb rupoo ourronq. ..Uo th1o lo o. matter ct primary oonoera to tho 

British, tho tlllitod Statoo rroaoury and 'lfar Dopartaonto aloo huo an 1n­

ter01t 1n tho dotoNination ot poUoy aad· procedure 1n tllo troat..oat of 

Japanooo-loouod eurr .. oy of IIW'ft&, oinoo tllo latter will 1norttably 

ocmo into pouooaiOII ot UDitod Statoa a111t&r7 peroonnol, and oinee 

• •rioan torooo 11'111 proo..ab1y partloip&to 1n oooupation o.o well u 

1D.na10D operatlona ot aar.a. 

Sinoo all1e4 tor o01 ad?anoin& throucb 8W'II& into ooutbnotorn 

China will be uoin& Indiu rupoo ourraaoy, 11111- Statu rreuury and 

~ Dopo.rtaOIIto 11'111 11ooouaril)' be oonoorne4 11'1 th tho dotonoinat1oa ot 

ra.tee ot exoh&Dr&• be.._ rupee md the Chine•• Y\W1 •• well •• b•tweca 

tho dollar aad the ;yuaa. 

CONFIDENTIAL 
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CHDU 

tho exohallge oitwt.tioo 1ll Chine h&l b"" ot 01riouo o011coM1 to tho 
- l)op&r!a""t tor oYer a 19t.r D.,.. ODd h growiJl& aoro ooriouo daily, 
It 11 ooooatial that OYel")' pooliblo aHDo be uoocl to tlllcl o orcoopt so­
lution to tho probl-. 1b1• iDYOlYoo a ~o iD tho rat. a;....uablo to 
tho t1n1 toe! Stat.o iD tlllaDoiDc ito oporatiOilo iD ChiDe. or iD aald.J>& 0 ...., 

a&re .. ODt 'II'Mroby the Chl.nooe Oonnmmt will aclftDoo Chl.nooe currODoy 
to tho Ull1 toe! Stat.o ao a part or 1 to contribution t o tho war otrort. 
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tho !IV Dopar1mont h aware of the ettorto tho treaaury Depar1ment 
hll beoD moJ<I.Dg duriDc the p&ot )'O&r to rlllcl 0 .... IOlUtiOD 01 thOr by t. 

chant• la the ortioiol rato, tho 6r&at1ag or o opooial rate t o tho UDitocl 
Stateo or throU{Ih tho oalo ot cole! at an aclftDto&oouo rate, the proooodo 
ot ouoh oalo to be uoocl to rocluoo tho OJ<ceooin ooot to tho war Depart.­
r.mt ot oxpoacli turoo iD ChiDe. at tho proooat \IIU"oal1ot1c rate, '!'be 
10t1011 alreac!T talc"' by tho llit.r Depar-t h&l booa iD oooporaticm with 
tho Stete Depar-t, tbe Troaoury Depar-t &Del tho l.oad.•t.uo MlliD­

htraUcm . 

With tho Jr:noorloclgo ot 1M State o.ad treuury Dopartaoato, &Del un• 
4oubtodly w1 th the .full mow loci&• ot tho ChiDooo OoYe..,..at, tho llit.r Do· 
portmoat hao beea payiD& ito perooanol iD ChiD& iD 1Jn1tocl Stoteo curM 
r.,cy and pemittil>c that perooanol to go l.nto tho opoa or black market 
one! puroheoo ChiDooo ourrecoy at aay available rate, Rooently tho 
State and Tro&oUl")' Departaoato roquootec! tho liar Dopartmoat to ohip 
UUitod Statoo currency to ChiD& for uoo iD payl.n~ poroODDol &Del oper­
•til>c oxpmooa. tho war Depar-t hao boon roluotoDt to h&yo ito 
oolc!iera doaliDc iD blaolo: aarkot oporatiOilo, but tor aort.lo purpoooo 
i t ooulc! not do other thaD t.Uthorho ouoh a prooocluro iD rt .... ot 1 to 
taUure to tlllcl other ....,, ot &irta~; ito aoa iD ChiDa outtioiont local 
ourroaoy to ottaot til& \IIU"e&liatio uohallgo rata. ll> addltiOil to tho 
aoralo taotor • t here hea boon tho OYer-iDoroao l.n!; oxpeocli turoo by tho 
ll'or Dopartmont tor oupplioo &Del ocmotruotion aoooooary to our ,..... ottort 
in ChiD& which a t tho oxhtin& otricial rato 1e iotlatiDc tho coot to tho 
liar Dopartaoat tour or tin tlmoo 1ll oxoeu of tho amount that wculcl bo 
proper it tho oxoban&• rate iD Chiaa were moro roaUot1o . Thio latter 
phaeo 1o growiJl& daily and tho oxpoadi turee have already reached approx• 
iaatoly tittean million 1Jni ted Stotoo dollar• oaoh month. 

Jt.rq iD l9l$ tho Wo.r Doparlaaat telt t. ooocl for a rooiprooal laDe!· 
1 ..... ·acr-eat w1 th 0>1Da &Del tho ChiD••• OoYOmaeot 1Dclict.tocl that 
thoy al&Jlt be willin& to eater tnto ouoh AD acree:soat, Acoor41Dcl:Y • tho 
!liar Doparta""t hold oootortDOOO with reproaaatotiYOo ot the State ODd 
Tro&OUl")' Dopar!aeato and til& tac!·Lt••• Maiohtratioa to dnolop ouoh 
&11 "&J'O•oat , ll> now of tho oxoh&a&e o1 tuatiOD and tho fact that tho 
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TreUIIJ')' Depo.rtaont ..-prooentatlYo expreuecl tho .. 1.,. that ottorto up 
to that ttme t o aoouro a bettor otfio1al rato ot •~•han&• had pro'Ood 
truitloao, it wao 4oo14ecl to inofudo 1n tho rooiprooal lond- leaoe "«Tee­
aont in •ddition to prmoiono tor diroot a14 1.D ki.Dd a sootion to the 
etreot that tho Chinooo Government would proY14o tlmfo 1n Ch1nooe cur­
reno)' to bo uaocl by tho Ub1ted Stateo 1.D 41root purchaae of oupplieo 
ftatarialo, tao111t1ec and aorv1coo in lieu ot roo1prooal aid 1n kine!' and 
to 11101t other ouential United States £O'Oil'111Untal and military neeclo 
ror Chl.nooo ourranoy, The un4eratandi.Dg wao that th1o currenoy roooi'Oecl 
under the &ir••ent Gould be uaed aa a aeane ot reduoiD.g the o.xoesein 
ooot t o the nriouo lllli ted Statio Depo.rtamto 1.D China of oxpond1 tureo 
tor pert~oeel and other purpoeea on &ooount ot the w:areal1ct1o Chinese 
uohango rate, !hlo reoiprooal lend-loaoo "«"••ent wao outc.itted to 
Dr· Soor-&, Jl'oroip> lli.Dhter ot tho Olineoo 00ftl'1111ent, by tho State De­
partact ln llliUhlngton 1n by 19~S together with a •oaorudla e:~pla1.Di.Dg 
the purpooo or thO financial parautph t he roof, 'lbo ovo-t WO.I 

oarriod to a.Doral Stilwell 1n OUna by a roprooontotbe in the 1llu' De­
partment and the to,..o ot tho t1nano1al plan woro radioed to hi.Dt on 
28 Jllly 1943 t or bio conourrenoo, Ro appro'Oecl tho ti.Danoial pro't'i dono 
or the ave""'ont 1n '01ow ot tho appo.ront 1Jopooo1bU1ty of IOouri.Dg a 
proper exotwlc• rate . 

In Ootobor when I - • 1.D Chin&, I dioouuod with Or, SOClll& aDd 
with Dr , Kung tho matter or g1Ying tho 'lro.r Depo.rtaont acme roliot troa 
tho exiot in,; oft'1o1al rate, Both ot ~•• ott1o1alo of tho Ch1De10 
Oonl'1lllont i.Ddioo.tod informAlly that their lS•vol'lllllont m1t;ht 1><1 •:illi.Dt; 
to ouppl y tho OU1tod Stat eo Anq with Chine oo ourrmoy to a oot i to noeda 
and that ono- titth ot tho amount advanood would bo rurchaud by tho 
Onitod Statoo at tho current ott1o1al rate ot oxohango and tho balonoo 
would bo oonlidorod u Chi.Da • o c<mtributl on to tho ....,. effort, Tho war 
Departamt hao oont to China Dr. Edward C, ADhooOII u t1nano1al ac!Yiau 
to GOiloro.l stu,..u with a rtew t o preu ing tor a oottl.,mt on thil 
haah ot tho o"ohl:o.i;e probl•• Roweftr, 1.D rtow ot adrtoo that tho 
Tl'ouury Depo.r-t 1o 1n hopes ot tindi.Dt; acmo oolution to tho probl• 
in the Ttf"'1 l\H.l" t\tbtr·e . Dr • .Ac.beiOD waa !netruoted. not to present tho 
"«T••ont t o tho QliJI.ooo until turther i.Dotruoti cno o.ro aout to Gaoral 
Stilwell by tho ..,. Dep....-t authoridng ouoh action. 

Mrtoo ho.a j ua t beon reoei'Ood troa tho stato DOpo.rtam t that tho 
Chl.nooo GoYor=ont hao adrtood our State Depo.rtaont roprooontotin 1D 
China, Ill'. oauao, that it 11 willing to oipt tho roo1prcool lond- leuo 
ag.roemel\t he.r·etotore referred to. It appear• extr•ely dea1r&ble to the 
St&to DOpo.rtoaont and tho 1far Department that we prooont to the Chinooe 
&t tho til!lo tho roo1procal lond-loaeo ave .. unt 11 oubaittod ror oiptt.­

turo a oupplomntal o.ve•cmt to I.Dtplomont tho ti.Danoial po.ragro.ph or 
the batlo a&reeaent reterre4 to. a requeat tor ourr.noy on the b&aia ot 

CONFIDENTIAL 
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CONFIDENTIAl 

tho Wo.-1 clh ouaoi.., pr ... iouol:r hoc! w1 th th• 0111Dooo CloToi'"OIIIont by 
tho Stot t Dopo.r1:aent allcl by •• ao aont1onocl abon, 

It h pointocl out, hOW"Over, that a ool ut1on that will permit a 
bettor exchange r a t e , either cliroot or throush tho oalo ot golcl, io a 
bettor oolution to tho pr oblom thaD one ouoh ao tho r ooiprooal ~··-

10ent, IZ> tho l atter oo.ae tho Chinoeo aa:r 1n tho tuturo oclftllot the 
olt.ia that tho:t ho.To po.1d tlnitocl sta t eo poroonnol or pr.14 tho ,...jor 
ooot ot oonotruoti on projeoto ~mdortalcon b7 ua 1n China , H.,.....r , 1n 
tho aboenoo ot ~ proper olw>go 1n the r ate or a ot..il v t1Danoial 
0cepo.rablo ocljuo taent, thoro a!>po.&ro no other alternatin to roliOTO 
tho soriouo exooooin ontlo.y ot 11t.r Depvtaont tundo 1n Otina becauoo 
ot tho oxolw>go oituati on, 

'l'l\0 oolution ot tho acmot o.r:r pr oblco outlinocl &bon will uncloubt>­
odl:t 1nvoln tho clovelopaont ot o0111prohenoin tiocal ancl aooO\Illtillt; 
prooecluroo in whioh tho wo.r Dep&M>unt will havo a opooial 1nteroot, 
It appoo.ro clooir o.blo tb&t tho Troaour:r allcl Wo.r Depvtaonta mo.into.in 
clooo lio.ioon in tho tonwlat1on ot tho .. prooocluroo , 

Your cloop intoroot and t ho o.u 1otanoo which hat boon &ivon !>7 tho 
Trouury Depvtaont to tho liar Depvtaont h approoiatocl . 

...__. ,.I,( < 

Blii!IICIII SCIIIIIIVZLL 
Lieutenant General 
Ce<mancli.D& 

CONFIDENTIAL 
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I"' r N 62 ACA 

CHUNOK I NO 18+0 ~AN 1/ 44 

S[CRtfARV HENAV MOIIQENTHAU Jll 
U S TIIEAIUIIY WAIHINQTON 

......... 
MY w~RMtS T PERSONAL WI IHU r oll HAPPY AND VI CTOA I OUS NEW YEAR MAY 1 

T~Kt THIS OP PORTUNITY TO CD NQIIATULATE YOU r oA THE SUCCusruL AC COM­

PLISHMtNT o r THE IMMENSE TASK Or riNANC INQ THE WAA E"OIIT 0 ,. THE 

STATES AND AT THE SAME T I ME RENDEAINQ SUBSTANTIAL ASSISTANCE 

HtR ALL IES r Oll THE COMMON CAUSE 

H S KUNQ 

853A ~AN 3 

--

i 

\ 

\ ,;.;;;;:.;.._,_. __ ---
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TO Thl. II'M'ACIILD LIST: 

TI.D R. GA!.!ELE 

WAR FINANCE DIVISION 

E~ENSES OF LOANS 

JANUAJW ) , 194~ 

172 ; 

I A... TODAY ','IIRIJlu YOUR .EDITOR RE~ULSTIJ,G THAT YOU llE LADE AVAILAbLE 
SE.GI!it.Il\0 JAI:UiJlY S.EVU·TB TO h.SSIST IJ, RMDLIJIO IQ.WS Of 'fffi. FOORTII 
,.Aft LOAN . I HOZ'.b YOU f..iu. ACR.MJ.DLE. YOUR S.-W.DID ,,OfUI I!. Till> 
US1 DRIVJ:: l'RO:.:PTED ThiS n;VJTATION . OUR 4'!'8 I'IAR LOAN Nl.WS DESK 
.. ILL llh HEADloD ElY ARThUR SYLVi.SThR OF TIU. Nl>\'IAR.b. N:t.WS AJ,D WILL 
I~CLUDE !MNY OF YOUR ThiRD V.A1l LOAN ASSOCIA'Il'lS . n.D R. GAllBLE , 
!lt.'riONAL DIIILC1'0R 01' THE 11AR FINANCJ:. DIVI~ION , I S LOOKitlC FOR',:ARD 
'IO :.Jl!.EI!.G YOU AGAll' AT HIS OFFICE IN 'fill!; WASHINGTON BUI~uiNC, 7th 
i'LOOR , l"RIDAY , AT 10 A . M. ALL AC.i..01tAODA1'IOI'<S AJ<D ARRAJ\CEJ,u.NTS v.ILL 
B~. CARl;.D }'OR AS B~FORE . 

t!! : drt 

HENRY MOhGJ1..Nl'I!AU , JR . , 
S'-CRr.TARY OF 'l'I!J:. 'l'hl:ASUHY . 
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LIS'f OF R:bl'ORTERS 

..L SECAL , 
CI!:CI!<NA1"1 POST, 
CINCINNATI , OliiO. 

LU CIJ:. GR:bhNI>AUM , 
NhW YORK TIMES , 
Ntw YORl\ , NEVI YORI\ . 

!i.AROLD FUJ.:ING , 
CRRI.i'IIAU SCI EllCE !.IOliiTOh , 
iiOSTOl. , I.!ASSACBUSls'l"l'S . 

CARL CEFOU, 
~io.\'1 YORK HERALD TRibUM. , 
t;J,.W YORK , Nl!.YI YORK . 

173 
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CHABLIS IIIRZ1 _ DI'l'OR, 
Jill YOR1 TIIWI.t •n YORit 0 ND YOIII:. 

ftD 11. c.uw.a 174 

WAR llJWICJI llinSIOB 

DPDSD OJ' LOMB 

1114 1 IJ.JroJJl'f ) 0 19~ 

'l'llll TIUWlUtrf ~A.R'!'IJEH IS AGADl ORO.Alil2.IIIO J.. SWT 07 SPJICLU. 
IRITIRS 'f-<1 SJ.trfiCJI '!1IS BA'J'IOJ WITH 11!.18 01' 'l'l<E f OOR'lll LUI L0A11 
DI!In. 'lJm T.DIE WORX DOIIJI .BY UJCU ORDBliAUil 07 YOUR STUf D 
'l'lil 'l'fiiRD U R LO.UI ltt8 OJ' ORU'J' VAJ.OI TO OS, .&Jill) I liiSB '1'0 AS 
TOOR GllllliOUS COO?JIRA'fiOJI Ill OIICI IIORi IIAU.NG llDl AUIT aar I 
fOR SPICIAL ABSIOiilOIIT BJIRJI. U 'IOOLD AS T!!.l'J' fa RIPOBT 701 
10~ OW l.lR'O'.t.RT snDITB AID RJillllN Ill ALL LIK}iiJBOOD TBJlOIIC8 1'1!1 
IND Of 'tU 0.'0N'I'8.. l'I!UliCLU. .ll!IW\QJIIIDITS WOULD D COnJWl BT 1'1!1 
DIPAR!IUDT AB .BUORJI. I All J't1U.Y ALUIJI OJ' Til! S.t.Cil7ICE DIVOL'flll 
Ill SPARIWO IWIPOWJIR 7ROll YOUR ~LANT 'rODAY, .AND wtSil '1'0 'I'IWII> YOU 
SIIICJIRJIJ.T J'OR ToOR PATRIOTIC RJICOONII'IOI OJ' 'l'U IIDJI6 Of 'l'IU WAR 
FIJIAJICIRO PROORAII. 

IDUDJ'f 

BJNRJ ~OROIN1RAO , lR., 
SJICI<Jl.TARY Of 'IIIJ 'I'RUSURTo 
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OO!ll:N Rl:ID !»ITOR 
NiW YORK Hl !W.D Tlll WlU:, 
liP YORK , ID IORX. . 

T. R. C.uall.l 115 
1&11 niiJ.NCI DIVISIOI 

UPDSIS or LOJJIS 

l.t.JIUART ), 194~. 

Till( TI!USUI!Y llJ.PAi.n:DT I S .lCAIJi OllC.Alii7.IJIC A STJJY or SP&CUL 
WRIT~ TO S&RYICJ: TBE l!l.f.'l'IOJI tr~'l'fl llD S or TIIX J01JI\'Iil 'UR 1AU1 
DR!Vl, TBlt ntiJ. .. Ol!lt 0010 BY JDa CWU. CUOU OJ YOUR Bun II 
!1!1. TIURl> 1f.UI LO.lll WAS Or CJ!UT V.ALUI TO US , .lliD I n8ll TO .&a .,. .. 
I OCR CDill01JS COOP&UfiOII Dl OICJ: MOU IUJtiJIC BDf .AUI UBLI POl 
SP.I!CIAL .t.SSIC:r.J.IT !Wi!.. U WOOLD .t.Sl 'lliAT Ill: IW'OI!'f lOR WOB 01 
1 ~1UJJIY SUU."tll AND JINUI!l Ill ALL LlULillOOD Tt.ROOCJ! TIU JIID OJ 
liON'l't:l, JllW'lCI J.L .lRJWICDWI'f'S WOULD BE COVlJWl Ill ~ Jli.P.Aim!EIIT 
AS BUORB. I ~ 11JLLY .llUBI OJ THJ. s.t.CRinCR INYOLVJ:D II SP.ARIJIO 
IIWU'O'III.R f ROM rOUft PLUIT '!OD.AY , AND •Isn TO 'l'll.UIA YOU SlliCJ:liKLY 
POR Y01Jt( .PJ.'l'fUOTIC UCOOIII TIOII OF Tilt 111EEDS Of Till UR JIJIJJICIIC 
PROORAllo 

DDiRY )IORCII!ITHAU , JR., 
SICRITJJ!Y o r TRr TREASURY. 

Regraded Unclassified



C.lliL D. GROAT L :SDITOR0 

CINCIII)IA'fl l'Ol:IT! 
CINCIJIOIJ,'l'I, OHio. 

ftD R. CJJIBLI 1 7 b 

IUTIONAL DIP.lCTOR 

UPDS!B or LOD8 

lAIIOARI , , 194~ 

'1'1\E TRUWia ll!.PJJ!'Nili'J' ~ ACA DJ OI>CIJli2.IMi .t &rAn 01 S?JCl.tl. 
'fRI'l'lllS TO Sl'IIVIC:S ~ r4:1:0ll WI'l'll nws cr !Ill:. fOUiml UR LOD 
DRin: . 'l'lU: FI1B 'IIOiiK DO.!Q: liY .tL 8ICW. OJ' TOOR M'.tn IIi '!D ., 
miRD U R LO.Ul PAS Or OP.E.l'l' YJ.Ull 'tO US, .tlfD I 111811 to Ui1. TOOl' 
C!lt!.ROOS COO?.iRJ.TIOII Dl ~ »OIIB IWWIO RD1 .tUIL.AJIU FOR 
SP!CIJ.L .I&SIOIIJWI'l' !:Wa. D IOULD .t8l 'lllJ.T U IW'ORT FOR lOB 
011 .TAIIOAJlT SUIJI!'II AWD RlX.tDI Ill .tLL urn I!IOOD ti!BOUCR '!D .llfi) 

01 rRE WOt<'fll. 7DWICIJ.L .tB!WlCDIDlT8 IOOl.D II COTIBLD BY '1'D 
DIPAR'NDIT J.S BVORJ:. I All FULLY .t'IJ.U or 'l'1U SJ.CRIJIC:S DmlLTG 
SPJ.RDIO IIWU'OWIB rRwt TOOl! PLJ.IIT 'l'Ollot.T, AJID 11ISB TO tiWn TOO 
SIIIC:SR¥LT FOR TOUR P.tT!IIO'l'IC R!COOIUIOII OJ' 'l'BJ: I:UJIS or 'l'BJ: WD 
J'IN.tliCDIO PROOIWI. 

.IWCRT lo:ORO).t;TIIAU, I R. 
S:!CJU.'l.lRY OF TD! TUASilRY. 
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!IIII I,~ 

I AR rtliAIICI DIVlSI-* 

IIJ'DIJil s Off toQII 

IAIIUUJ ) 1 1964. 

llll 1IIAIC I&"&JJfttllr U AGADI IIIWIIUJO A mrP f/1 .-:tAt 

1!11111 !0 IO'IICI - U'ltCI 1111 - at ,_ ~ 11A1 1o11U1 

DUft. to• nJa 1101& U !8 wt• IIAI loiiUI IIAI f/1 _.'1' YAW 

111 W &e llml '1'0 &al ton 0!*'• CIJOIIIA'ItCI D CICI .. 

llliiiD ttccow•~• &un••• roa IIICI1J. a.a~a.e ... • 

n ALL LIDLDIOCID WDCII !Ill .. at 1111 l£lllll. nJIAIIClAL tWC 

I UTS I OU a GOV~ II ma ~ All ..uiL I All ruu.l 

AilS OP WI IIACHU'lCI IIIQ.YID JlJ II'UIID IWII'OII!II P'll:lll l'OIIl 

IUIIf ftllll AJI) 1m! '10 ,.,.IIIlO ITPZ•n JOI ..,_ ... 'lllorJID 

DljOGIIITlOI f/1 11111- f/1 ,_ 'llli'D''P"l!! PlPNI . 
~· ,,, ... 
.... at t8 -e··-
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!IRWIN D. OAJJIWI IURAGIKO SDITOR, 
CHRISTIAN SCIJN6J MONITOR, 
BOSTON , II.A.88.tCHUSI'I'i'S• 

ftJ) R. OtJI!lll 178 

ll.lR J'UAIII<:a mnsxa. 

IIPDISJS Ol LO.UIS 

l.AIIIU.Rt '· 194./f. 

'l'llJl 'I'RMSU.kT DU'ARnll!JIT I S .lG.Uii ORCWII:l.ING A 8f.ll'}' OJ' SfiCLU. 
I RI'I'ERS ~ S~VIC~ TBA N.l~IOW liTh U~WS 07 iRL !OUkTB ~ L0A1 
DRI'f!. Til% J'Ull' 'rOIUt DOJIJ &1 lW<OLP J'l.JIMIIfG Of YOOil S'l'.ln' D 
flU miitD "All LOAM IUB 01 OBU'l' VALia '1 0 US t JJID I 11IS8 '1'0 .&81; \. • 
YOUR ODIJROUS COOf.iAATIOB 1M OIICJ: OIORI IUU.NO 1!.D1 nux ABIJ 
POP. S?JCUL AS8I<WJWIT BltlU!. 0 WOULP ASII. TI:IA'I' U IW'OR'I' J'OR 
lO!lX ON .UHUARY SJV!:MTB AND Rlll.li1i Dl ALL LIKXI.IBOOD Tf'JiOUGB 'rU 
JIID Ol TU ltOII'l!l. 7DU.NCLU. ARIWiQ:DiD'l'S 'fOULD Ill COnDD BY 'rU 
D!Ull'l\:l:IIT AS BV'ORI. I .&W JULLY .liWUI OJ 'lllll SACRinC! IIIVOL'RP 
I1l SP ABDIO IIA!IPOli'Jll JFilOU YOUR PLAIIT TODAY , .AIID WISB '1'0 'I'E.UiX YOU 
SIIIC:illlLY J'OR YOUR PATRIOTIC RICOOIII'I'ION OJ' '!'IlL NUllS OF 'I'BI 1Wl 
FINANCINO PROOIWI. 

l!l'l!ll'\Y NORIIJIITIIAO , JR. 
S'JORi'l'AllY OY TilE TIU:.ASORY. 

, 
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179 
TREASURY DEPARTMENT 

INTER OFl"'CE COMMUNICATION 

OAT& J&maarJ 3, 1944. 

ro SJCBU.I.iT MOIIODTII.t.U 

"'o" MRS, J'OIIliOliB 

After r.ct1T1DC a cop)' ot Mr . S11ith1 1 aeaoran4ua ot Dtce8btr 13 
\ocether wi t h 70ur reo~u••t that I &1•• 70u a reco.a.D4at1on on the • 
oubJoct of followinc up outotudinc l ottoro of oo~laint, I tolt.4 
vi\h Mr. Saltb, an4 ba'ft JUIIW rect1Tt4 a COJ>7 ot hll atE.Oran4.ua 4attcl 
J&nU&I"J' 1. 

I oball o~ 1&7. tbltrotoro, tbat I aa onUroq iD acoori with 
thll IICOad .... raz.d.:u;a. h you bov 1 Mr. fho-,>IOD, iD the put, :bat 
booQ. .. , , balptul iD tollovi-c throuch u4 troohc tblt oouno of 
nrio,.. ...... ..contq llr . D, V, :S.U bao loopt traclt of tblt dooUaa­
Uon of thooo whiol> boar upon tiocal •Uoro. I t hillk tbltt it 1o 
well t o .baTt a 1 trouble ebooter" v bo oaa follow throqb. oa • lttte.r , 
no utter vbat \urea• or ott1c.t •1' ultt•t•l7 rtcet..-e tt, but I 4o 
not thillk it would pa7 to baYO one poroon who 4.14 nothinc oloo but 
tb11 follow up work. Accor41D« to Mr. S•itb1 t prtttnt auccett1oa, 
I rill ood a~hinc which .. , .. to d.ooorn opoo1al handl1nc to Mr. 
Shaeffer, vbo, in t urn, will ••• t hat eo .. oat peraoa t&ket th. 
lot\or and. follovo tbrouch on tho probloa, rondor1nc a roport wbiD 
tho caoo io oottlod. I boll_., tbot Mr. Saitb bao talked with Kr. 
fbompoon, to whoa I ba•o o1a1larl7 rotorro4 ool octo4 lettoro in tho 
poot, ond. tbot tbio arrancoment i o a«roooblo with h1a. 

I ont irol7 aero• with Mr. Saith tbat it .. 7 oftoa \1 poooiblo 
to clear up a M.4 1ttu.tion 'b7 &1Yl~~,& toM tort of tnt.eut•• aU:·•n­
ttoa to outetan41ac lettere. 

• . ~ 

Regraded Unclassified



&'L.£_7"/ . / 180 
TREASURY DEPARTIVfE;;rr--"7 £; .-dn.~ 

IN'nR 01?1<:11: COMMU NICATION 7 ~ -/F. 
DATa 1 f 

, 0 ~r.cre te.ry !!orgenthau January 1, 1944 3 /~ ~ 
'"o" :·red Smith ~ 

··r!. 
!'r . Shaeff.er an~ I talked to Mr. Thompson cnd 
~orbush concern1ng the handline of explosive letters. 

e hll ve decided to try the f oll017illC : 

hen a ~rticulerly explosive letter co~cs alonb ~hich 
:ncicetes tnat t he writer cay not heve received a co~plete 
Ol' r•tisfactory answer to a request previously tile.de , or 
... re the situation has posribili ties of developill[ into 
~o::-.cti:in;:: serious, t:rs . Forbush '!.ill route ihe letter dir ­
&ctly to z.:r . Shaeffer. Er . Shaeffer has appointed a ~ember 
o' his department to be responsible for seein;:: that the 
.zritor 1 s problem is properly disposed of, or at least, that 
ti1c \'lrit er• e;ets an intelli gent and scti sfe.ctory reply. 

Having secured the. data from the proper parties , vt~o­
c·re r or wherever they rught be , Shaeffer 1 s department mll 
~c,nrc o.n answer whlch will then r o throU(;h replar charme!s 

.,r.prope r signatures . 

At the end of the month, Shaeft er 1 s de~art<:~ent ;'li.ll 
~ 1·· us with a report on their ht.nclint or these latte:-~ . 

:he decision as to 7~at con~titute& ~~ ox:lo~ive letter 
_'! ' b~ left up to ~s . ?orbusn and the !~blic ~eletions 
r e!• rtment . 

\:or>ios to : J.{r . Thompson 
U:r . Shaeffer 
!.:rs . For bush 

Regraded Unclassified



TREAS URY D EPARTMENT 

INTitR 01"1"1Cit COMMUNICATION 

ro Secretary 11orgenthau 

I'YIOM Fred Smith 
December 13, 1943 

Please note the attached, from this week's mail report . 

It seems to me that we ought to have some one individual 
assigned to running down such complaints as· these, and 
teeing that they are promptly taken care of. 

A~ I understand it, Mrs . Forbush's responsibilities end 
11i th seeing tl:.at letters get proper responses; she doesn 't 
have the responsibility of finding out why a problem must 
go fifteen months unsolved. 

It seams to me that we could well afford to have one per­
son assigned to following up special cases like the ones 
attached and making sure that the customer is satisf ied. 

As a rule , there are a great many cases like these -­
mostly having to do with Bonds, but often having to do 
with Customs, Taxes, etc . Last vreek a me.n with a young 
fortune in Bonds threatened to strike a&ainst any more 
Bond buying until his wife received some explanation as 
to why she ~as not refunded ten dollars on over-paid taxes . 
;his is a little thing, but it is typical of the kind of 
things that make people mad, and mt.ke them cuss out 
Bureaucracies . 
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E=- J . AJtOroee, fl. ll., 11ich3on4, Ylrr.tnla 
[ regret 1 3Uat trouble you abou~ tble .atter, lu t 
r h~v• 111' \tten to yaur aubord\natea reJeat.edly and 
fai led to .. c~re reaulte, ao I f eel I ~ loft 
littl e rec~uree tut to tr i te to l~u . ~ • • 
A G.)ver,...nt nurn'• aalary chec~~: 11u etolen fr11::1 
:de ln lJ42 while .. r dns; u n.u r ae \n t he ti. !' . 
'/etor ana ' ~oap! tal ln Colwabia, !:outh {.argllna, 
at.)u t t be end o! !'epteab4r, 1~2. • • • t ecret 
werYlce .. n • ere aent d~wn t here to •Jrk on t he 
cue wbUe I •• then. Shar tl.y 11ftenrnrde, these 
oon aucceeded \n their WJr k, full r . at\tutl un •s 
tAll de to the tionr nment for tbe tuaJun t ~i the check 
and the c••• waa ~rked cloaed. Since then, T 
hnve tried repea tecUy to ,_11uro the &.'IOunt of t blG 
cl<eclt t hat \a due 111 by your 1!.flca, ' ut o.ll to no 
avail . T bevo wri t ten orten to your rep~rt~nt, 
l.u t notbt~ ever happened. Tl hu l oon el:noat 
fl !t.een month• a lnee t he check was taken fro~ ~. 
and a lmoat aa long alnce tl:e cue was closed. • • " 
I aa l.ac!ly ill 111ea of the aWl th• t h due c.. 
[ have been o£! du t7 for t he ~••t aever. ~~ntha 
ecauee of l llne11. • • • I &O 1ppea l ln tberofare 

to your hu.anltarlan aide-- •Ill 7~u t e ltlnd 
nough to do 10::11 t blnr !or !:II? 

Pfe. Davld li. Shepard, U. f.. Ar QJ l nlveral t y of 
ll\cbl [liUI, AnD Ar l.<lr, .tlchl r,an . t'i nae !lnd eucb aed 
a check tor aJ NovemLer pey o! t40,?~ . ~Llch T 
received today. r ted t l.at T •t.uuld vu.Lun tarlly 
do ~ par t ln paying !Gr tbu ~r ~h l la ~• are 
! lgbt.lnt 1 t a tnc• your plana for j)&yl nr, !or the r.ar 
and prnentillg l nfl& tlGn aren •t. r·• t.tlug enuuj.!h 
aupport. Therefore j>lca .. add sq t 40. 2S to the credl t. 
1141 ~r the wu 'budget. 
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Anna Prtll Salth, Phil&dt lpbia, Ptnntylvania, 
During the .onth or Jul.7 the C~uioner ot Docu.Mnta 
11nt a latter to ., huaialld Lieut. Rq-.ond R. Salth, 
USN (Ret. ) to the arteot that booka entitled I.'ERCllAH! 
VESSELS OP THB UNITED STATiS wera available, en­
oloting tor., !or h1a to t ill out in the event he 
~aairad a oop7 ot thh iuue u nt to hia, I foll"llardad 
a Poeta.l llonq Order or ~brat clollere ($8.00) to 
the Co..taeioner or Docua.nta in raplJ, raqueatin& 
that the book be torwerdec, 11 I han clone beratotora. 
About three we1k1 ago a aaA oalle4 at our houae ia 
Philadelphia llll1 iD!orM4 M be !.a4 bean nat troa 
the Cu•toM Bout to innatl&ate Lieut. Saith, 11111 
1 intorMd h1a that Lieut. Sa1 tb had b11n attaohacl to 
the UNITED STATSS NAVY a little .ora than torty-ona 
(41 ) 7ear1. Thi1 Mil aaid it waa about a book that 
had oonliclenti al intorMtion about Oovarna.nt vaattla 
in it, • • • Hl l lo{alt1 to bia oo1111ti'J waa openlJ 
queatlone4 b7 civil an •lacktrl, tent out by your 
Dt pe. rt .. nt. lltll, that h a tint 1tata ot altair• 
fo I' the Ull in tht &J'Md torcu ot bla 001111tcy to 
l ook torwerd to. 

Rex S. Rouclebu1h, Attorne7 at Law, Tacoma, i aehington • 
~ ~ • For a long tlM ~rlcan lnve1tor• have been 
patientlY waltinr tor South ~rioan Republic• to aeet 
their obllcatio111 . With war proeperi t7 ezl ttlni in 
ao1t ot t heat oountriea, there lhould be no legi t laate 
reaaon tor thtlt continuing detaulta aa to both 

rrinoi pal lilA lntereat. While in thia atate ot aincl, 
o ud behold, w ban read duri n& the put ... k ot 

the toolhb u4 1tupld apellding ot tbia vut aua or 
the tup1Jtr'• .onq in South !Mrioa without ana 
a provho that thue oountriu 110ulcl 1-clla tel7 pro­
ceecl to .. ,t their boDd oblifetional It all ot thia 
ian • t atup1d11:;f in aon- ta tor., I would like to 
han the wort adtquattlT attinecl. I •• very 1111oh 
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The general p1oture 

The beginning of the year 1944 f1nde industrial product i on 
ct or nenr the record level reached 1n October, and >~th many 
basic materials now being produced 1n such volume that t he 
aunply e1tuat1one for vari ous products such as aluminum copper 
•inc , lead a nd steel have definitely eased. In the cas~ of ' 
alUJoimun, once 1n cri tically short supply the 1'/PB 1s re1>ortedly 
consi dsrinB a outback 1n production in 19~4. Indica tive·or the 
i mproved steel outlook, a number of steel companies (1nolud1ng 
u. B. Steel) observed the Chr1st•nas holiday th18 year for the 
fir st time e1nce l94o. 

On the commodity price front, the off1c1al indexes show 
a levelli ng-out since last summer 1n both the all-commodity index ,. 
and the oost ot living , contra sting ehnrply With the steep rises 
•·n1ch occurred duri ng the same relative period 1n the First \/orl d 
\lar . I n part , the s t ability reflects food eub&1d1es that were 
put 1n eff ect duri ng 1943. To a considerable degree , ho>tever, 
t he etebllity in t he official i ndexes is unreal , since the 
indexes do not take adequately into aooount such f actors as 
hi dden price increases, as i n quality deterioration, nor blaclt 
lllllrltet snlee, unavailabili ty ot many 1teme, and prlces or w~>.r 
m~ t er1ale. The current 1eeue of the Eoonom1o Outlook, a CIO 
tmbl1ontion, shows in detail an example or deteriorati on in 
qunUty or n pair of shoes sold by a mnnufacturer under an 
l dentlonl style number and price, Which 1s enid to give 30 per­
cent lese weur t han the same shoe 1n 1941. In the all- commodity 
lndex tor November, no quotations 1<ere available tor 22 percen t 
ot the oommod1t1ee, and many other quotations were doubt l ess 
nominal . Since 1n these cases the last-available prices are 
held unchanged, they tend to g1ve a tiotit1ous stability to t he 
index . 

Food prices currently are being held down to some extent 
by ee~eonal surpluses of such products as seats and e~s t hat 
are being forced on the markets by a ehorta6e of rtora~e space , 
and perhapa also by recent r eleasee or substant1~~ quantities ot 
vl\r1oue canned goods by t he \far Food Adm1n1str ation . The surplus 
or ment a and eggs , ho>Jever, will doubtless be only temporary, 
and further upward pressure on food prices 1s likely to be 
seen ln the spring when supplies ot mnny t oads ~~11 become 
seneonally short . 

The stoolt market begins the year at an appreciablY higher 
level thnn a year ago . The Dow-Jones averages na of December 31 
show a gnin or 14 percent for 1nduetr1al etooke, 23 percent for 
ralls , and 50 percent tor ut 111t1ee . On the London market, the 
i ndustri al stock aver age ie 9 percent higher· 
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Uncertalnties generated by lebcr troubles in the steel 
~nd rrilrcnd industries may have contributed somewhat to the 
trilure ot stock prices to make further yenr-end galns last 
l'eelt. At the close on Friday the Dow-Jones nveragee were 
virtunlly unchanged from the levels prevailing nt the end or 
the 2 previous weelce . {See Chnrt 1 . ) Some observers had 
believed thnt the "year- end raliyM in stoclc prices ~1ould 
occut• ee1•l1er thnn ueua1 in 194 3, due to the desire of many 
inveatot•s to conclude t ax selli ng before t he December 15 dead­
line tor tiling revised income t ax estimates . 

Christmas retall trade at record levels 

Alth6ugh the final Christmas buyinG rush did not reach ~· 
t!oe prcool r tiona Hh1cb some observers expected, sel.es tor the 
season in dollar totals) undoubtedly attai ned the highest 
lP•tel on record. Deadlines on shi pcents or Chrlst~>ee pac!r.agss 
to nen iQ the arned services which went into ertect as early 
re mid- October , and other f actors , lnoludins rears or goods 
Bhot•t nges , caused much he<v1er than ueual gift buying 1n 
October and November. Atter eho>~ing gnlns over 1942 levels 
of 9 percent a nd 10 percent in October ond November, respectively, 
~epnrtment store sales in t he 4 weeks ended December 25 revealed 
e gain ot only 5 percent. In t he laet tull ~1eek before Chriatmae , 
sales dropped ~ percent under the oorre&ponding week i n 1942, 
but in the tol lot<lng week sales r nn 22 percent ahead. Ho>~ever, 

t he r(a in ln the latter week wae due in pnrt to the t ac t t hat 
Christmas week this year had 5 pre-Ohrlatmaa shopping days as 
oompr.red 1dth only 4 l ast year. {See Chart 2 .) 

Trnde r eports indicate that tbla year's Chr1stmne buying 
1•as teetured by a heavy volume ot busl neaa in luxury goods items 
In additi on to the sti mulat ing ettect of the abnormelly blgb 
level ot ~tional income payaents , t he shortage ot suit able 
louer- nriced merchandise in mo.ny l1nee resulted in i ncreased 
buying. or h1Cher quality items. Moreover, prospective excise 
tex increases probably caused soce advnnoe buying ot furs and 
Jewelry. 

Despite the unusuallY heavy sales volume in November, 
~ sp~rtme~t stor e stocks {in dollar va lue) at ths end ot the month 
1n the New York distri ct >~ere only 14 percent below the 1942 
level >~hile stocks of anoarel stores were actually 7 percent 
h1eher. Although short ages exiSt 1n onany lines, department store 
stoolts in the aggregate seem to have held up some~<hat bet t er 
than mvny observers believed likely earlier 1n t he year . 
In some linea, such as toys, where many ttnr-time substitutes 
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vere introduced, consumer response apparently has not been uo 
to expeotations, as some large department ntore, advertised · 
clearance sales before the end ot the Christmas shopping 
season. 

Commodity prices move hiflher 

\/hils oommodi ty prices l·rere steady during Chr1stmo.s >reek 
they moved hi gher lest week ae trading became more active . At 
t ho end ot the two-~reek period, the BLS index or 2S basi c 
conmodities had gained 0.2 percent and stood at a war- time 
hi gh, 79 . 2 percent above the August 1939 average . Although 
the index has shown an advance of 3.6 percent during 1943 , 
t .. e extension ot price control measures has considerablY slowed 
the rise in the index, which rose S .9 percent during 1942. 
{See Chart 3.) 

\/heat pricee, rising more than 3 cents a bushel , registered 
the largest gein or any commodity during t he pas t two weel<s. 
The a nnouncement or an increase in the subsidy to cillers from 
5~ cento a bushel to 6 cents, together with an upturn of 1 cent 
i n the pnrity price of wheat, caused a noticeable rise in >~heat 
futures at the end ot last week. Spot ~1heat prices have now 
r18en 25 cents in the past tout' months. Prices of b~.rley and 
cotton were up some>~hat, ancl rosin nnd cottonseed oil prices 
m11de notioel\ble gl\ins. 

The BLS all-commodity index was unchanged in the two 
tleelts ended December 25 at 102.9 percent of t he 1926 average. 
In t act, tor the past si x montha the index has shown very 
little change . It is now 1.7 percent above the correspondi ng 
c.'nte of last year , although it is 37. 2 pncent above t he 
pre-~ar level or August 1939. 

Farm orices rise 8barply 

In contrast to t he relative stability or wholes&le prices 
ln recent weeks taro prices rose ahnrply last month to a new 
t:ar- time high. 'rhe index or prices received by termers, 
tollo~line; a levelling tendency from Au, ;ust to Hovemberl rose 
2 . 6 percent in December to 197 percent ot the 1909-191~ average. 
(See Chart 4 , upper section.) The index 18 no~< almost 11 !)er­
cent above that of a year ago , and io at the highest level tor 
nny December on record with the exception of the war years 191g 
and 1919 . Higher prices tor apples, lemons, nnd gr ains, together 
llith increased sales of higher-priced tobnooo , >lere largely 
responsible tor the upturn in the index. 

Since the index of prices paid by f armers {including 
i nterest and taxes) rose only slightly last month, farm prices 
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cver ated 117 percent of parity, Which ie 2 percent hi gher 
then in November and 1e equal to the peak reached i n August 
(See Chart I~ , lower section.) In t he pre-war month of · 
Au&-ust 1939 , farm prices averaged only 71 pet•cent or parity. 
Prices of all groupe of farm products are now above parity . 

\lhilo farm prices during t he past year have shown a 
consi der abl e rise, although somewhAt lese t han in 191>2, prices 
of the i ndividual gt•oups of f Arm products have sho>m diverse 
trends. (See Chart f.) Wi t h a very poor deciduous frui t 
crop thi s year4 thendex o:t fruit prices showed a sreater 
increase in 19 3 t han in 19~2 , due largely t o an g5 percent 
riee in the average farm price of apples. Fruit pri ces have 
aade a larger advance :tor the war period thc.n My other group 
or farm products . Reflectinc t he tighteni ng reed situation, 
f;l'ain prices, wh1oh aho>Jed the Sl!lalleat i ncrease or any fil'OUP 
in 19~2 . regi stered next to the largest i ncrease in 1943. 
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On t he other hand, although pt•ioes or livestock and t ruck 
crops reached new high levels 1n 19~3 . both groups hcve declined 
in the pas t sever al months, and at the end or the year they 
stand below t he December 19~2 level . The 1o11er meat ani mal 
prices are largely the result or heavier mar ketings f rom the 
record breaking 191>3 livestock orop. The decli ne in truck 
crop prices chiefly r eflect s lo11er prices for snap beans , 
l e ttuce , spinach, celery and tomatoes . 

Corn marketings continue 11Bht 

The upuord revision in the corn pri ce cei l ine doee not 
a~perr to have been successful as yet in inducinG sufficient 
corn mnr~et1nga to satisfy the demand. 1/hile corn moved freely 
during a few days immediately followinc the cei l l nc rev1ei on, 
car~tetinga t hen tell off. T>to f actors t hat apparently are 
contributi ng to the relatively light corn marketings are : 
(1) Some fe~ers have been holding their corn to avoid i ncurring 
additional income tax liability :tor 19~3, end (2) the henvy 
~iocount on oorn wi th a mo i sture content above 20 percent 
encourt>ges farmers to hold corn unti l it dries out and >1111 
not be subject to t he discount. At this time t here is much 
hi~h-moisture oorn in the country. 

Although the acreage seeded to win t er wheAt this fall 1B 
e etimat ed to be almost 25 percent larger thc.n last year, t he 
producti on indicat ed :tor 19~ wi ll be sli ghtly less than t hat 
for 191~3 according to the f irst seasonal report released by 
the Dep~tment of Agriculture r ecently . The forecast of about 
527 milli on bushels is ~ percent below t he 1932-~1 average . 
The ehnrp decline in the estimated yield per acre was a ttributed 
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to unfavorable weather. In much of t ho Grea t Pl~ine areas 
rainfall has been eo scanty that there >nll probably be heavy 
abandonment and l ow yields. 

Improvement in hog marketi ng s ituation noted 

Greater s t abi l ity in the hog marketing ~ituntion was 
evident last week followi ng t he severe congestion in the 
oarltot s durine; t he preceding >~esk . llh1lo hogs continued to 

190 

be held over a t many markets, the oituntion was much i mnroved 
fro~n a week earlier , t1hen on December 20 approximately 5o per ­
cent o f the 200,000 hogs recei ved at t he twelve leadi ng mid­
western markets were held over . This wt a t he l er gest hol dover 
o f hogs on r ecord. 

T~:o important develoJXDents which luwe contributed to the 
~ore orderly aarket i ns of hogs in reoent days heve been : (1) ex­
tension of the price support ~rogrcm t o 1nolude good and choice 
butcher hogs of heavier weibhte , 270 to 300 pounds, as a teo~rary 
oeaeure , nnd ( 2) adoption by vnrioue mnr'tet s or marketing control 
.,rosrrune . \lith the price au!)port program covering only weights 
or 200 to 270 pounds , heavy diacount o had developed for hogs 
llslr;hi nc; over 270 pounds. Consequently, many to.rmers trer e 
anxi oue to move their hogs for tear they 11ould e;o beyond the 
suppo1•t weie;ht. Among t he mnr lceti ng control progrems is that 
of the Sout h St. Paul mar ket, uhioh now requires a permit to 
taurlcet hogs there . 

In connection With t he heavy hog rnnr!tetlnga , the December 
Pi~ Crop Repor t or the Department or A~riculture estima t es 1943 
pi g production at 12l,S47 thoueand head. Th1e Has 17 percent 
lor~•r than i n 1942. A decline in pi g product i on, however, is 
i ndica ted t or next year , With f nrmero r eportinc intentions to 
t F.rrot: 16 percent less so>Is 1n t he Sorin:; aenson of 191J4 than 
t~e r ecord number !~rowed in 1943 . 

Cold storage facilities lnadequnte 

Although hog marketi~s are ex tremel y henvy, the lP.ck 
of adequate oomoercial fre ezer cpnoe mrutes i mpossi ble the 
storing or a ny subst antial amount or meat tor use next sprine 
l 'hen suppli es a r e expected to be eubatnnt i nlly leas , Price 
Adoini otrator Bowlee indicated recent ly . Freezer apace in 
nublio cold storage warehouses on December l was S9 percent 
ooo~pied ns oomnared with only 7& percent on the corresponding 
date last year . · Th1e l aok of etorD.{Se r nc111tiea was pe.rtly 
r~ sponsible tor the OPA's granting of 2 extra r ati on etnmps , 
each wort h 5 point e , in t he purchase of porlt dur1nc the p~r1od 
December 21 to January 15. 

Several measures have been t aken , however , to i ncrease 
storaBe raoil1ties tor the i ncreased pork auppl~es . The >WA 
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has barred many items from oold storage , includi ng evaoorated 
condensed, dried, and whole milk; oanned fruits and vegetable~ · 
!lour a nd cereals; and beer, wine and liquor . l·loreover ' 
effective last week, specified t ypes ot meat by-product~ and 
misosllaneous parts were excluded , or limited to 10 days 
occupancy in public freezer apace , unlese specific aut horization 
was fflven. It was 1nd1oated that other notion i s being t aken 
to aooeler a t e the out-of-storage movement of butter f rozen 
e: ·s , truite and vegetables. The r ation poi nt valu~ of most 
frozen foods, it wae announced last •:eek, Will be either 
reduced or elimi nated during Janu11ry. The \/FA estimates 
that all t hese steps together will free approximatel y 10 oer­
cent or public freezer epaoe (that held below 30 degrees)~ 

Ess orices show noticeable wenknese 

\/Hh egg supplies becomi ng exceeei vely heavy, noticeable 
wenknees 1n egg prices 1·as evident in the !lew Yor!< u rket lest 
uee!~ . Shl.rp declines in es~ prices have also been reported in 
sever al other markets i n t he past t>ro weelts , Ill though e.:;z prices 
have been moving lo>~er since the e11rly part of November. 

A sha rp sea sonal decl i ne i n egg pr1oes is normal at t his 
time , but the decline thi s year hae been accell erated by ce>·ta i n 
abnormal factor s : (l) A marked increase in egg production due 
t o f avorable weather conditions/ from poultry tloclts t hat had 
been sh~rply expanded i n 1943; 2) a shortage of cold storage 
A!)nce , >~hioh may be more ur gently needed to t ake cP.re of the 
nresent surplus of f r esh pork; (3) e. probable d1sincl 1nat1on 
of dealers to buy eggs for storase this early i n t he sea son, 
Rince prices onn usually be expected to decline until eP~ly 
spring ; (4 ) a cutback several months a~o in t he Government's 
dried egg program. (Statis tical dAta on the e~ situation 
nre bein£ assembled, to be submitted in a separat e oe~orandua ) . 

Industria l nroduct1on maintained around peak levels 

Althoush industrial output deol1ned al1c;ht ly in !!ovember, 
the drop was purely seasonal and the FRB adjusted i ndex of 
produc t i on was unchanged from the r ecord October f i gure of 247. 
(See Chart 6 . ) The i mporta nt tra nsportation equipoent component 
( i ncluding air craft and shi pbuilding ) continued its long upward 
s1·11ng to new peak levels during the month . With t he exception 
of runmun1tion al l ma jor munitions groupe showed gai ns over 
October and the WPB i ndex of munitions p1•oduot1on >•ose 3 ner­
oant to n new h16h at 665. (llovember l9lflal00). 

Counterbalancing t he r i se in muniti ons out put in November, 
the product i on of steel , ooel and vari ous othor products declined. 
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Steel operations 1n tloveober dropped to 9S. 4 percent ot cnpao1ty 
!roo 101 . 3 percent in Oc tober, lllUch t:ns the highest month on 
record . Ae o. result ot the Chr1stmo.s holiday obae1•vance 1n 
oany plants tor the f irst t i me a1noa ws entex•ed the 1o·ar steel 
1nc,-ot output during Cht,1Atmae t1eek wns scheduled to dr op 6.3 per­
cent to 93 . 0 percent or capacity , nltllough no interruDti on ~<as 
scheduled i n the capaci t y output ot pl.et eo nnd sheets: o·:hioh 
are still i n heavy demand f or war pro~uotion . Due to the 
efteots ot the CI O steel trorkers 1 stx•ike in the early part 
of last tleelt a further drop i n steel operati ons to S6. 3 per-
cent ot capaci ty was echeduled tor the week. The Amerioo.n 
I1'0n o.nd Steel Institute has estimnted that 170 , 000 net 
tons ot steel were lost by last 11cek1 s strike . 

Further decl ine in construction forecast 

:11th the great buLlt ot the 11c.r oonetruot1on pro&ram 
concluded, construction contra c t a~~~de continue to run tar 
belov the previous year ' s levels. Thus in november, total 
oonotruot1on awar ds a s reported by the F. \1. Dodge Corporation 
were 72 percent bel ow the corresponding month last year , while 
contr acts tor manufacturi ng bui ldi ngs were 73 percent l ot;er . 
( See Chart 7 .) \1i th the excepti on ot last llny , at:ards for 
f notory oonotruoti on last month dropped to the lotreat l evel 
sinc e June 191~0 . Cont r a ct nwards tor reoidantial oonetx•ucti on, 
11 0 well ao for public t~o rks nnd ut i li t1eo , nlao eho1·red draot1c 
dec l1ne o i n November as compared >~th tho 1942 levelo. 
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to Ulo Proe14oo'' oD4 U tbolll4 'bo. I obolll4 tlalu be volll4 

'be uUot1e4 v1Ul tba' u4 vnltn'' 1De1t' tbat vo -ua• 
to lteop 41-tllJIC tlale dolo qllOIUon vUI1 'ho Dl&1111l OD4 

ce' oowboro ln Ulo tlatlaft •• vo ba'I'O 4al'lal tho poe' ••l•o 

aont:b.o ot -tla-• u ... tlloo. I opoko to ... o- Cos 

lato ,..._.., at1eiMOil u4 -uoae4 tbat to IUa. . ?; : ,. · .,', · 
• 

200 

Regraded Unclassified



201 
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THE J EWISH AGENCY FOR PALESTINE. 

1" ................ . ~ ~··· 4• ...... J 

•· ~ ••••.,• · •·•~v•o ... e»oOOM 

¢•••• """" ·•• • .... wo••• • 
77, GREAT RUSSELL STRI"ET, 

LONDON. W,e, I 

Mio o Henrietta Klott, 
u.S. Treaou.ry, 
WASHINGTON, 0 . C. 

lly d e&l' He lll'il t ta , 

3rd January, 194• • 

.• .. 
I a ttaob a oopy of a longiah letter 

a.L."->UJ,_J.. 
whl.oh I haft juot written to Roso.-n, and 

/ \ 
I hope you and lolr, llor~enth&u will read. It 

opealu tor 1 toelt, and noeds no further o.u•o<O'a-· 

tion from me . 

I would only like to add that we are 

trying our boot under very difficult o i r oum-

st.anoea , and. any help would be moat weloCIILe. 

Pleo .. gin llr. l!orgenthau our Tory 

beat re&arde, and aocept the same tor yourtelt, 

TOUI at't'eetiona te ly 1 

Sncloau:ree . 

Regraded Unclassified
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TRE.ASURY DEPARTMENT 

I N T IR OffiCI (O MM U N I(AHOH 

OAT( 

TO JAN S 1944 

FROM •• c .• •1ol .Jh }'nul 

.• :*'·vo ~.:e .. u..:·viscd t;~t:.t {;~1,., lic.:c .. so .t!: ~.ot ~:;c:t lJ t:d:. ~t:lt» 
1': ...... !'eli.,.£ tCJ se.vert.l tL~u::;...J \~v .. ol(lt.,. U .... ~ :_ ... :': <' .. j,lil•OJ. 

•-C~ . ..... co ... i t - "'" ts .·ec_i, ... l :.... . ... -.;D., i ... ~c e J.. L t1.e 
.. • · ... . t ... ..._ t .. a ... e C.a.i.ldrt! .. is :-:-tJ·C e:.., .. ,..J•j,: ., 1 

• , ... c..""'!; ....1 c 
.. .. ce: .. tLc.,. .... I~tci.ast..~.:1 . I .. .~.. v.L~ . .:.!. , .e ~'.e 

.. J. , •• "~: tc . ~1,; _._ .:._~,.i-1 it .. ce .~.. ..... ~:..~ , ';(\C to 
.. · , : .... o ·ct ~o c _ ... ~ce J ... :- t~c .... :. -· .... 1 • ~ ..... =~ • : !- .. ;-.... -· . , 

.. l~ _h,.,' , J.o-.cv .. r , •.. t • t t~t , _ , , :> ···-- te .•• .,:l~ 
t L._ .<l ., xt v:x -o-tLs • 

.. iC\1 o! t:.c li.luC-C.~ o: t. .. -: ... itL..._.t:w .. .... t __ ._.. r•·-1· to t.Y i'i 
. ., .. l oJ ~ , t~..~.c necess"'-r .. _ ict; ... scs ."'1 e i:"' o . t· .... i .. ·* .... ~ .. i..'"'to .... 

· t .. ~.. .... .., r...lc""r~uoe ,-.itl StLte ... _r. &. .e rit~ 1 • • 3tut..; , i.L:: o: course , 
-··· rc ; .• ted to cuule t. .. e te l.t o ... t sl• li .e .. c to _.~: .... or 

- '- .. for ... dion of our Le;, ... tion .. na St 1• :.1 " 1, LJ,e JilC re._reoeatc.-
~.i.. ~ ia Sd t~erlund , ·;:e lu .. vc • loo su~- v& le< ' t. t ' i.e Le~;:1ti.oa i., 

r-,, ,e rc 1ucated t o t..::e r·ct.s~m lu ~t l c t ... .~~::!.iL-.te . o.e.,I·t.~ lons 
·• . ,,- 'l1U -lCCIIStl t.llU to rc. OI't "I'Oq tlw t •. ;, rll¥, CSS l~l .. ., l-(.Ge 

.. ' . .., difficulties euccu:1terod . 
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.. llit~<r• aut .. orl ties ·.,ould be unuble to 1 1'0\ i ae facili t ics 

.U t hov h r ecoL. o,,,Ln t tt t l•O "lrc .- t r.ssi: t -- -
t. .ce or .i:ur1ls l.>e _,rovideiJ. , t }e T..ct.tcr CoJ.;. andor states 

t'.:.~ :.c ·.:11 C;l •• ti..ue, c..s i.• t.. . rst , to cLre ~or Ill!), 

ref _ous r.:.:; s .. o.ld i..e c.~lc to r~<oci. ;tt 1,1 as t. rest:lt of 

t:.oir .:r .. ;1 of_ crts . 

-~lt. d <ll' • n'i.. , to~et: .3r v. · t· ti. ce .. t CtocLc in .. ort..l'.est 

Cl'v~oLlu , to~ul t. •• rwi i.Lte l . l ,'A.JO , '· ,, ti.::.t Le a jor it, 

of t oce roi\,._ecc t..re Je~.s u. l!<lOte , 

SiliCO r ecei _ t o. lutter ln r c! or·ouce t)o Ht e .. t ,,r..s 

v .. '-lc .:.t....~.. i..J.\.1!' c:t.Lo1 .. ... cl ~.t .lo.: , old :~t:.b • 

• 

. J..U 
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Secretary of State, 
Washington . 

Dated November 4, 1943 
Rec'd 11 :38 p.m. 

7b82, Fourth 

Upon receipt of Department's airgram A-1391, October 
12th regarding refugees on the Adriatic island of Rab, the 
Embassy communicated its contents to the Dir ector of the 
Intergovernmental Co~ittee on Refugees for the executive 
co~ittee and has received from him under dat e of November ,. 
2nd the following co~unication in which he suggests cer-
tain action by the Department; "Would you kindly refer to 
your letter of the 22nd October 1943 in which you trans­
mitted a telegram which the Department of State had received 
from Dr . Goldman of the World Jewish Congress regarding the 
situation of certain Jewish refugees on the island of Rab 
off the Dalmatia~ coast . We at once got into touch with 
the World J ewish Congress here, and ascertained that the 
information on which Dr. Goldman ' s telegram was based re­
la.ted to the posit ion several months ago . ThE!f promised to 
suppl y us with fur ther information. 

Heantime, I have received this morning from Professor 
Brodetsky of the Jewish Board of Deputies a cooy of a let­
ter sent to him by an Army Chaplain now in I taly who has 
been in touch with Yugoslavian refugees in the Bari camp . 
The letter of the Chaolain is dated 8th October 1943. At 
that time, according to his information, near!~ ~.000 . 
Yugoslavian Jews were on the isl~~d . their pos1t1on belng 
precarious since the island has changed hands several 
times, but he suggested that their safety could be ensured 
by their evacuation and concentration in the exist i ng refugee 
cruop at Bari . He further suggested t hat failing direct 
help the refugees might be able to hire Italian boa.ts to 
bring them to safety i f they had the necessary funds . 

Although the situation may have material ly changed 
since the Army Chaplain wrote his letter, there does seem 
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- 2 -

some chance that the military authorities in Italy might 
be able to afford some as!:ist ance . J.!alin and I have con­
sidered very carefully what action is oossible and we 
suggest that a cable should be sent to- the Stat e Deoart­
ment on the followi ng lines : (One) if there are r efugees 
still on the island, the appropriate mil i tary aut horities 
in North Africa or Ital y be invited to consider whether 
there ar e any practical means of helping them. (Two) 'lie 
recognize that direct supply of transoort would involve 
military considerations about which we are not in a oosition 
to express any opinion . (Three) Failing direct assistance, 
however, it might be practicable to convey money to the 
refugees , leaving it to them to make the best arrangements 
they could for their escape . (Four) Those who did reach 
the mainland could be kept in the Bar i or some other camp 
pending security and other arrangement s . ( Fi vel The cost 
of transport or the money to be advanced is likely to be 
comparatively sma.ll. If the Intergovernmental Committee 
had to provide it , this would i nvolve previous consul tation 
~lith the Governments of the United Kingdom and the United 
States of America. This , however, might not be necessary 
as the joint distribution committee or other Je~1ish 
organizations might, and probably woul d be wil l ing to 
supply the necessary funds . I n any case, Malin and I con­
sider that the question of ultimate finance should not delay 
any imcediat e act ion tha.t may be !)Ossibl e. 

On the same ground of urgency , we are outt ing 
our suggestions in antici!)ation of the aooroval of 
executive co~ittee . 

fo rward 
the 

We suggest that the Deoartment of State be asked to 
make the necessary approa~h- to the apor opriat e mil itary 
authorities . 

I may add that I have mentioned t o Randall that we 
proposed to make suggest ions contained in this letter , and 
tha.t he saw no objection . 

I shall be seeing Lord Winterton this afternoon, and 
shall repor t t he matter t o him also" . 

WI !I ANT 
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.QQIT AI RGRAM 

No. A._---!l-.t.3"-'91~- Clear 

Tia:e 6:00 p.m. 

A~!E!·:BASSY, 
LONDON. 

October 12, 19~3 

Department has r eceived following telegram from Dr. 
Goldman, World Jewi sh Congress: 

QUOTE Am being informed from London that 4000 
Jewish refugees and Yugoslavs recently in 
internments camps Yugoslavia have been freed by 
Yugoslav partisians and removed to Adriatic 
island of Rab . Understand food and medical sup­
plies urgently needed as island suf fers serious 
shortage. In view of possibi l ity island being 
recaptured by Germans most desirable remove 
refugees soon as possible to safer area. Sout hern 
Italy Sicily or Nor th Af rica . Hay I respectfully 
request to bring this matter to the at t ention of 
authorit ies Nor th Africa and Sicily asking them to 
t ake necessary steps. UNQUOTE. 

20 7 

Please refe r to Executive Committee of the Inter­
govern~ental Committee and if you deem it advisabl e transmit 
it to l·:urphy for Eisenho~rer. 

HULL 

8~. 118 Refugees; 

ViJ: RWG: O!IA: RS 10/9/43 Eu CI/L A-L 
Mr. Pel! 
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Dirlaioa ot llout&rJ II .. M.rcb 

• Date Jan. ) 1 1944 I f 

,., Secretary llareenthau 

How do you like thi a one? 

H.o.w. 

1111. lllllft 
Bruob lODe - Roo• 214l 
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,_....,. or m-w MGilYD 
,_, -.n .. .., ..... ._"", Alcloro, Alpria 
DAlla Dee•'- a, lMI, lO p .a, 
10.1 ... 

fU o-1 .. 1aaor to• hNlp AtfalH taro,. •• 

1a a nota of Do•••• 110, ,...,, u. PPOMb Ooaaln•• 

209 

of laUonal LlMNUaa !lao Ualpa'M 0.... 4o llv'Yllle, 

foJWor17 o-110loMr for Plllanoo aa4 laopooeor of r•••oo, 

to _..nue 1aCona u ona1 aopUa\loa o wua rop.r& u 

t1D&Ao1a1 Ql4 -•so.n -•cora la oouooUaa 'lloU. wUil 

'bo ooo4 .. , of Ulo wq aa4 wU!I t.bo poehar •••nnon,, 
lo wUl IOOD pi'Mifl4 Yla Loll4• !!_ VaUliii\OD \O~Iall' 

~· u4 \be PPODO!I DllopUoa, aUhOqtl Ulll'l 11 no 

al•era\1oa 1n tbo ob&r••••r of Mona••'• a1ee1on, 
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PARAP:1hASE 0:0 Tt:U:GR!I'I • •s 
1'0 AA!;hlG,~ ::~.BI> ;,>~, CHIJIIGK l Nlo. .;tuNA 
DA't'e· J~tnun•y "· l<''-1. •l t>.c. 
NO.:, lb 

1 , Cr. Xung i n cr.bl~ :atet!L •loveuber ~..s. 19iJ, 

add:eaaed to Sao.-et~ry '~or•!llthau and left 'by M.r.l>· ~­

eador .;e1. ulth S~cre<;;ary l.'<'!!enthau on Nove·•b•r OW. 

regt•rd1ne term1nnt1on or 1941 Ar;x·e ~uent, ret"~<asteil, 

(JJOTJ:: thrt, 1f &f!r~('~ble to the U, ~. Go,~Mru6ot, 

t!Je Trecn>ry' o Gon~r·n1. l1ccnu•s ruall o~ No. 75, be 

IJJI\er.ded np-prcpri· tel!' 

cnnnt en 111 t"'o""c~ 1 r· • .tadq C? ttrol ·loou~e,lts -"t.;ul ~ li ~ 

tl:'Oo 61uolutlO!l 0 1t~'t:\l' ~9tiOD !!oar<\, T:'"•C ~·' : '· 

!!UtA th. t: 

(&) tunc~l.ons ot rt•tJ ~~rfl .. 1Jr B')l·•'d u.1~n <: .-Is • 

L1ce"~ea Noe, f>S Fn<l ?~ b< Hum~a 'by Ct:nt•·~l l:lu• o• 

Ch1nc., c.·· Comml.a•'··Jr, :-:-r r, 'l~rol ot foro11l" F1tolr.1ct:e 

P.oaats, or othrr 1'>jll"O')r~. J Ch1n~~· 1netlt.~Ucu •. u•d 

tll&t Fot"tgn. -run,1s olo""'"·1'1 • be erJtndtll soo~.l'dln~;.·;; 

210 
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(b) .l.n t.hO G•l CHUa w1ore1n Treasury would han 

oonaulte~ w.l. th Ste.oillzat!c.n Boal'" bef ore gr~nt1ng 

l.l.ceneee, 1t w111 not; c">nGult wltb apcropr1att Cl",ine~~ 

.l.netltutlon throurh Trees~~7 repreaentnt.l.ve 1n Ctllr ; 

(c) 1n .l.te l1c<!rc1ng J:Ol1cy her e, Trueur) •olllc 

follow a more l iberG.l r.cL.cy .l.n oaeee vbon spec!lll 

orrangemonte t~ ~v~roo~~ • 1ft1oul~1es orla~n" out of 

oxob'\n~•t rnto l\f':e ~en '" o~ o by prl'f'ate Ar.lerlconr ' o:• 

rall..tr, olhar.l. t sble, ano r •l1g1oue organhot.I.Jns, 1n· cJ 

oorr~ a~o1dente, ~nd othe~ .l.n01v1duals or erouna. 

3. Trea eury would b~ plocacd to roce1ve your c~~~ 

menta sn-' v.l.ewe en 11bove " ropooala, .l.nolu~Jn s e r.Et,~l tr 

t~e toll~wlng qu:rtl~n; 

It "ppropr:t tc Ch.l.ne·.e 1not1tut!on 1B cor.o'..l iO>c 

b7 • he Tre r.J\\1" ao u c the ~tRb.l.l!.~stlon lloRr.l . 

.I.e \ t l1JtQ::; 'V> tl';~e a ~t1rr a ttltudtl n t uJ.nt t 

apurov1ng t··,m~actl:..a 'tfb.l.cn involve So::lerleen • 

<Aillt ln~ tip~olal arran ~e:~.!ntl ~ ovoroo.:s oro c ~!..:. 

exonange r &te? 

HULL 
(FL) 
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J~o~~U&PJ 3, 1~ 

MT dear Cordell& 

!hb b to &Obowl.edse reoe1pt 
of 70ur letter of J&DU&rf lat enoloa-
1Dg a paraphruN. OOPJ of .bbu•ador 
Harria&A'a oa...nta on deTelop~enta 
1D the SoTiet Ull.lon u interpreted 
thrcnagb art1ol.. appeariu lil the 
SoTlet preaa. I h&n red thla with 
a &l"'at deal of 1Dtereat, ud wiah 
to thank JOU nr, •oh tor aellolliDg 
lt to •· I •hall look toi'WU'Il to 
raoelTlna future ooplea. 

SiDoerelJ Joura, 

Honorable Coriell Hull, 
Seoret&rJ of State, 
'luhiDcton, D.c. 

212 ./ 
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--------·-.. ftC~#JII'Itw.,A'N -·· 

In reply refer to 
Ell 861 . 9111/457 

:r"fi:!Mtl} 
Vy dear Mr. Secre t ary: 

DEPARTMENT OF STATE / 
WASH INGTON ~ 

' 

January 1, 1944 

I am enclosing for your inPorma tion a paraphrased 
copy ot Ambaaaador i:!arriman 's oom:nenta dated December 14 
on developments in and respe etinp tho Soviet Union as 
interpreted through articles appearing in the Soviet 
pre a a . 

Ambaaaador Harriu-..an i s lnauguratin'l with this c"ble 
a monthly repo~t interpreting and commentin~ on the more 
important developments in Soviet 9Ql1cy as reflected by 
edi tori als and leading articles in tho Soviet press. 
Aa the Ambassador remarks , Governmen~ opinions and 
policies in the Soviet Union are developed and explained 
to the people pri nci pally through the medium or the press . 

I believe thet theee mon , hly reports wil l provide 
valuable confi dential information on the Soviet Union . 
In the future I will send them to you periodically under 
cover of a simple memorandum. 

Sincere ly yours, 

Enclosure: 

Paraphrase of telegram 
no . 2214, December 14, 
194 3 , f rom ~:oscow. 

The Honorable 

Henry lolorgenthau, Jr . , 

Secret ary of the Treasury. 

213 

Regraded Unclassified



lnportuunt nf •=~ 

.,.~ } EU 

ENCLOSURE 
TO 

Loiter dratted .•• l2 - 27 -43 
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c. mfit1enttal 

hJ!Ali!JWI or !R·J9RN' •EOIIDp 

fiiOih AIIDIO.U IICBU&r, JIOIOOW. 

TOt leorPbi'J ot Bhh, Waellillcton. 

ll.t.!&DI IIPO!IIb!r 1•, 1 p, a. , 1t•3. 

10. 

!be reYol•t1oD&l'7 ollanae ill att1tp4e ot the loY1et 
&e.ei'IIMat tonr4 the Ua1tel l'at!l 1114 Great Brltaill 
1! II'PY!al!4 ill til! kY1Pt pz'e!l, 

!be taYorlte hea411lle oa tehran wae 1 B1etor1o 
tee1e1eae1• lta11n, 1n etteotl hal pl'Oola1a!4 that the 
lo•let Ualon bee etl'Oftl taet ll11PII that thl thl'!e 
neU•• aooept oae another 1n war and 1n the peaoe to 
tol1ow •• equal partner•. 

Altlleach tll1P .., not put 1ft PO &anJ wor41, 1t ••• 
o1ear b7 ~11oat1on, 

.... l'al aat1etaot1on, PY!ft !DthPela!a, tollow!4 the 
Jlop- 0oDfPI'!IlO!, Jlowpypr, thll'! VII aliO a DOt! Of 
-un. !he author1tat1YP •war and the Vol'ltlftl Ola .. • 
et ., 1 It_. 11 etat,. 1a ll1ut wl'de that the dp1t1oanoe 
ot the -'•l'!ftoe will& depad 011 the epp!4 and t.-po 
wUilwtlieh ... eia'• all1!1 Oal'l'1P4 out the all1tal'1 
4ee1e1••· !be alll,. air ottneln aca1ftet Clftwaa1 and 
tbe all1!4 allltii'J ettort 1n IPD!l'al YPre st.n UD11eual 
ei'!&U, nt tbe taot wae YPll etl'!!IIP4 that a-a .. u wae 
Marl .. tbe llrut ot the war. 

lewPYer, the pre" l'!aotlon to t he 'l'ehl'an OoDterenoe 
ooata!M& •• Neel'YaUone and oo note ot oaut1on. 

!be taot that etepe had b!!n taken to eborten the 
war .., t~D tor ll'lftted. .t.tter the Jloeoow Oontel'!noe 
tllle we a hope. It haP beooH a oertaiatJ now. 

1:41tor1al 
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141tor1al approYal, whio.b woo wboloboarh4, wao 
oebre14ero4 w1 ~ aoCIOtlllto ot •••Unso at oollooun 
tane Ul4l in tootorloo at wbiob ltalln no bo1le4 •• tho 
oao who, bo•1Dg lot• tho ooDDti'J tor tho tlrot tl•o olnoo 
tho renlvUon, ba4 brourtlt hoM to tho people rroat 
••not1to--rooora1t1on of tho lo•tot Union •• o worl4 power 
ot tll'ot lJiportonoo, tho now 11114oroton41ng with tho 
Un1to4 ltatoo on4 Groat Br1to1n to on4 t ho war qa1oklJ, 
OD4 0~0 all OOOQr&DoO Of 0 OOOUI'O futuro lD 0 worl4 
tr1on41J to tho lo•tot Uo1oa. PortJ ao.boro, 1D return, 
ozllllrto4 workoro on4 poaouh at orcaaho4 •••tlnso to 
Cl•o ltalln 80ro pro4uot1o• tro• footOI'J OD4 t~ fbo 
now aoooo1at1oa with tho Un1to4 ltotoo aa4 Groot Brlto1n 
boo thao boon wo•on 1Dto tho tobrlo ot pooplo1 o oonoolouo­
nooo •• ono or tho ao.tot Oo•o~nt'e boolo pol1o1oo • 

._ "14onoo of tho l~~FDrtonoo tho lo•lot Oo.orDDOnt 
attoohoo to tho Job of ooU1nc 1 to people thlo polloJ 1o 
tho tao• that thooo •oot1Jiso wore orcaa1ao4. \'bo h1&boot 
ott1olal ooal ot oppro•al 1o ginn thlo polleJ bJ tho 
toot that ltal1D 1o ha1lo4 pvbllolJ ao t ho tothor or n. 
'rho lo•lot att1tu4o towar4o 1n4h14ual &aropoon problno , 
on tho other hOD4, boo not up to tho preoont boon 8041-
t1o4 b{ tho goau1ao ontbuoloo• tor t ho now un1tJ botwoon 
tho Al leo. 

Other pr1no1pal polnto of lo•1ot Go••~nt pollOJ 
••roooo4 1a tho prooo 4urln& tho aonth of Mo••~or are 
•• tollowot 

Ono. •z .. oot1o1 blantlJ ototo4 tho lo•1ot oppoe1-
u .. to to4orot1oao ln oootorn luropo. 

~. !be troaUoro or l iiU oonUnuo to rogar4o4 
bJ tbo lo•ht Oo•ornDOnt •• • olooo4 houo whioh tho 
a.ct ~ alone cu.rantooo. 

!broo. &aphao1o woo plooo4 on t ho 1apl .. ontot1on 
ot tho Koooow Doolorotloa oa I talr •• tho DOot laportoat 
s.-41ato poll Uoal took, thuo JuoU(Jlng tho oppo1nt­
•ont on tho A4•1ool'7 Oounoll on Ualr of YJoblnok11 
oonlor YiDo Oo..to1ar tor roro1p Attolro, ao tbo .... t 
roproooatotl•o. fhe toot that tbo lo•1ot Oo•ornDont 
oono14ore tho right or tho oo~~n~~lot partloo to tunouon 
troolr on 1Dtogral part ot tho ootobllohaont or 4oDOoi'OOJ 
1A pootwor hrOpo wao ohown br artloloo ln tho prou. 

rour. 
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rour. leutral etatee were reainded b7 the pre11 ot 
the eerYioe their neutralUJ wu randertns t o the en.., 
but durlnc the latter part or loYeaber the etrong eapba~1a 
whloh ha4 bean plaol4 on furke7 ' 1 entr7 into the war atter 
the Xoeoow Oonterenoe waa not followed u~. 

riYI. In t he pr111 and lD IPIOial leoturee 'inland 
wae treated 11 a tall tle4Ced ••••al ot Geraan7 wboae 
ruler• lhoul d ahare equallJ with the Iaale the tate vhloh 
"'' i.-nunc. 

lilt. fbe ~ol11h diYllione operaUna with the Rid 
AraT reee1Ye4 auoh ta•orabl e publioitJ, but the or1t1o1aa 
ot t he ~ol1ah Gonl"DMnt 111 exUe OODUnued. 

leYe.. ._ a tollow up t o the 1nolua1oD ot ChUa 1D 
the rov laUon DeolaraUon, nenta in the rar &aet baYe 
been 11Yan aora attant1oD bJ the pre11 than 1D prn1oua 
aontba and the OOnYiOUOII that J apan WU 4ooald to OYeJ'­
Whl l alJIC det1at bae been rneala4 aor e olearlJ than 
heretotore with tbiDlJ 41agu1ald eat1etaot1on. 

&ilh11. S.i4enoea ot Geraan atroo1t1ae aaa1na~ 
inbab1tante or liberated ar••• were v14elJ publ1o1ae4 in 
the IOYiet pr111, but no oo .. ent VII g1Yen t o the Free 
Geraan oo .. lttee. 

line. Greater attention waa g1Yen than prntouelJ 
to the role or the part7 in the war ettort. fhe preaa 
rneale4 t hat ot the total • ,eoo,ooo Mabera 1,200,000 
-.!~ere ba4 bean a44e4 to the part7 alnoe lUO. 

!en. ~e 11lte11Uon or the lo•let Oo•em.ent to 
reoosalae reliclon u a taotor in aatloaal lite 11 4aaon­
et .. te4 turther b7 the pl&bl1o1t7 shan to letter• to 
ltalla oa Ilia IDJliYiraarJ epeaoh troa lea4era ot all reltglone. 

SleY•. ~atrloUaa an4 the 4nel.,.ent ot naUo11al 
eplrlt 1a Yhloh eoo1al1ea baa beooae .. rel 7 one aepeot ot 
~Yilt Ute oonUnuld to be t he 4oa1aaUng th- on the 
boae troat. Ia 11.11 lo.e•er 11& ep11oh on the annl•ere&rJ 
et the rnolution ltal1D warned that 4aep1ta •iotor1ee, 
ooaplaoen07 or elaokenlns or ettort would be a ~ori1:~·:~e:~f!::: tbe IOU1II'f . fll11 warDln& Wll Ule4 to arOUII -;,1 
,reater ettort aa4 •• a epur to pro4uot1on 1n ao4 
lfl"lOul tare. 

IWUIIIWI 
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COP'{ 1:0. / V 

(nform:ltion rcceivoo 'JV ~o lOu,., ,, Jrd Jo IHOX.f. :'1M • • 

~o 1\•mt>Or opornttons . Fiehtir.g conotnuos nort.h:·ent o: 0!!!'0!1~. 

~th Amy . Snol Gnd ~lg.'\ t1lndn rost.rict.t"d o;:e rn :.Oicms t.o 

ootrolling 

n.srUl1i rro::: . 1st/ad . ll:::RLitl . 701. tons H . .;. ar.d 553 

tons lnccndlorlcn dropped includln~ ))8 I. , 000 pound boobs . Owing to 

cloud fi l"Ound mRt·k!:ll· t101:1~s eou.ld not bo ucen And cro .. vs U30d sky uw.rker 

flu ron ror bomHo~ . No nns esa,.on L of renult9 l"'"" l blo rut glo" of 

l'lrco noon. Strong l.eavy A/ A 1-uL flr,htnru noL pnrnculor ly ne tlvo . 

2nd . 1.1. escorted l~o:~<1u1 toon 11nd lJ, fi~11oons attacked 

:uiUtnry constructions in :lor thom FIWIC£ wit.h coed rosults . 1 fighter 

oios inc. Other ryphoons score<! L. , o, 1 , wit.hou t los• over FRhliC£ o.nd 

D.:l.CiuU. 

.'nd/Jrd . 452 aircraft desj)(ltohed: Bl\IUJJI )8J, OOISBIJRG 

6 ~'o~~<;u1toe3 , !UlU.ary construc~ionn , CHt.llJJOURG oren 3 11ooquitoes , l.li no­

lo.y t ng 26, Loo.flo tn JQ, Intt"Udcro 2. Or.lng t o luto luodinga no details 

O~P.LIN rdd yet av~Uable . 

'lO ono:ny air cruft o~ratod ovor S. ~. J:llGLAND, 6 of thom 

peMLrating LONOON aren . tl igh~ fi jlhtero dootroyod J and A/ A clainl n 

J. ~h . Sor.o '"""bo tn outor suborbc South I.ONOON c11uood oo"• dru:Uige . 

Onlf ono fnW casu!tlty retx>rtod . 
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